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Background to  the repor t .

Victoria is an inleresting state, with regard to its local government. lt is the only area in the world that uses

two di l ferent municipal  rat ing structures, s ide by side, to f inance local government.  Basical ly,  one system

rates land (si te value) only,  the other taxes the ful l  property value, being land plus bui ldings (Net Annual

Value or Capital  lmproved Value).  Also, there have been t imes when a municipal  counci l  has changed from

one method to the other.  and from one vear to the next.

As part of the restructure of local government, started after the win of the Victorian State Liberal National

Party Coal i t ion government in 1992, the Off ice of Local Government,  in i ts report  "Rates: proposals to

improve Victoria's Municipal Rating System ", (August 1993), recommended that all newly amalgamated

counci ls change to a uniform system of rat ing. The required system to be put into place was the Capital

lmproved Value system, CIV as it is known.

Parts of Victoria are now the f irst ever areas in Australia to rate on ClV. This is a social exDeriment that has

impl icat ions both lor counci ls and the community general ly,  and more publ ic discussion is required. The

Australian Institute of Urban Studies commissioned this report, "Victoria's Municipal Rating System," lo

examine and highl ight the impl icat ions in more detai l .
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l n t r o d u c t i o n .

Local Government tradit ionally has obtained its funding from one or more of the fol lowing sources:

- a poll tax (not used in Austral ia),
- a property tax,
- grants f rom state or federal governmenls,
- and other minor sources such as f ines. l icences. etc.

Each of these finance methods has its own supporters and critics, each is in its own way an expression of

the many and varied ways in which people view local government. In Victoria, revenue from property taxes

has accounted for around 50% of total revenue for most councils over lhe years. This is a State average;

the figure does vary slightly {rom council to council and from year to year. 1

The different taxation methods mav be explained as fol lows:

Pol l tax

A poll lax is a levy, per head of population. l t  is levied upon each adult individual of the local area, taking no

account of the level of income of that individual.

Property tax.
A tax on property is the amount levied upon the property owned by the resident, either corporation or

individual, of the local distr ict. The tax on properly may be levied upon only the site, or land value of the

asset, on the total capital (market) value of the property, on the rental return generated by the property, or

on any combination of these, a so called "shandy". The process undertaken by competent valuers to value

such proper ty ,  for  assessment  purposes,  is  not  considered d i f f icu l t ,  though speci f ic  problems do

occasionally arise.

Def init ions

In Victoria, as expressed in the LocalGovernment Act (1989) as amended, localgovernment has adopted

the fol lowing definit ions for purposes ol valuation of property:

Site Value:the land value only, exclusive of any improvements buil t  upon that land.

Capital lmproved Value: the price at which a property, as i t  stands, sel ls for in the market, excluding al l

chattels such as curtains. {ittinqs etc.

Net Annual Value: being the rental return of the property, usually calculated by working out the gross

rental, and deducting from this the statutory out-goings of rates and insurance etc. By legislat ion in

Victoria, the NAV is restricted to a maximum of 5% of the Capital lmproved Value (ClV). Detailed definitions

are given in the Act.

'1 
See "Local Governments side by side, comparalive information on Victorian Local Councils", produced

by the Victor ian Off ice of LocalGovernment,  November 1992 for a lurther breakdown of such f igures.
page 3
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The rating base chosen by council ,  be i t  NAV, ClV, site value or even the poll  tax, does not affect the I
quantum of revenue so raised; i t  wil l  be the same under any system. l t  is the distr ibutive burden of who

l3lffl,l:ilJi:il::Hil'::il::'.'ffi::::T 
resisration to assess propertv va'ue under a" three 

I

One unique identifying factor that should be noted about rates, as a tax base, is i ts practical i ty; the system 
I

does not require the ratepayer to keep any records, nor require the lodgement of any return.

The Of{ice of Local Government, in i ts August 1993 publication "Rating Review", gave the fol lowing I

breakdown of the various rating systems in use around Victoria as at that date:

Region Number si te value NAV CIV shandy

ol counci ls

Met ropo l i tan  55  26  27  1  '1

Provincial  44 21 23

R u r a l  1 1 1  8  9 2  1 1  -

T o t a l  2 1 0  5 5  1 4 2  1 2  1

The development oi  the di f ferent forms of rat ing within Victor ia,  as shown in the above table, has not

occur red  anywhere  e lse  in  the  wor ld .  The s i tua t ion  evo lv ing  up  to '1996 is  shown on page 11"  See a lso

appendices l l l  and lV.
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Key f ind ings of  the repor t .

Judged on  economic  and soc ia l  g rounds,  the  change to  CIV ra t ing  by  V ic to r ian  counc i l s  i s

unsubstant iated. The economic and social  ef lects have not been adeouatelv researched.

Evidence to suggest rating alters economic performance does exist, and Victoria's alternative rating
systems have affected the State's development. This effect has been measured.

Substantial evidence exists to suggest ratepayers support site value to a greater extent than other
available systems of rating.
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Orig in  o f  ra tes.

The first rate as we know it, i.e., a tax struck by a local authority lor a local purpose, was authorised by the

p o o r R e t i e f  A c t o f  1 6 0 1  i n t h e r e i g n o f  O u e e n E l i z a b e t h l .  T h i s A c t r e q u i r e d t h e i n h a b i t a n t s o f  t h e p a r i s h t o

contr ibute to the maintenance of the poor according to their  means.

Such a rate has been a part of English custom for centuries; only in 1929 did the Local Government Act of

that year l ransfer the poor law funct ions f  rom parishes to county counci ls and county borough counci ls and

abol ish the poor law guardians. By an Act of 1948, poor rel ieJ vir tual ly ceased to be a matterfor local

authori t ies and became a funct ion of central  government.

The lorm of local laxation known as rates has always been associated with local authorities, and in particular

with parishes. When a parish incurred an expenditure that was payable by the inhabitants of the parish, i t

was met by the process known as levying a rate. The {irst step was to assess the value of the property ol

each person within the parish. The sum which had to be raised was then divided between al l  the propeny

owners in proportion to the value of their property. lt was from this calculation of the amount due, pro rata, I

that we get the lerm,,rates".2 Since the land owning condit ion was mostly a landlord tenant retationsnipl

rates were generally assessed on the property's annual rentable value. I

certainly throughout the English speaking world, municipal government is f inanced mainly from a tax on

property. There have been several reasons lor this, not only for historical reasons, but also because it  has

been generally accepted that "property" benefits in a peculiar way from the services supplied by local

government and that therefore property should rightly make a contribution to the cost of local government.

It  is also commonly accepted lhat Federal and State government should be separate {rom local

government, and that local government should act to properly maintain such an independence, part icularly

as regards finance.

2 Jackson, The Machinery of Local government,  2nd edit ion p 174
page 6
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The ear ly  h is tory  o f  ra t ing.

The Engl ish system of rat ing has histor ical ly been based on the Annual Rental  Value of property.  Such a

system of rat ing did not prove to be readi ly transportable to the colonies or iginal ly under Engl ish colonial

rule In the United States, the system was quickly replaced by the Capital lmproved Value system. This was

to happen in New Zealand also, later to be replaced by site value.

There were two pr incipal reasons for this general  abandonment,  by the Engl ish colonies, of  Annual Rental

Value rat ing. In colonial  lands, the relat ionship of landlord and tenant,  the tenant paying an annual rent,

was no longer the normal pattern of land holding. l t  gave way to lhe owner-occupier and the independent

sett ler.  As a result ,  in pract ice rental  payments became rare and even disappeared in some distr icts;  the

Annual Rental  Values for rat ing purposes became increasingly di f f icul t  to assess. By contrast,  in a young

country land sales were common and capital  values were constant ly being set in a wel l  establ ished land

market.

There was, however,  an even more important reason. The pioneers found that as they improved their

propert ies, the Annual Rental  Value increased, and as a consequence so did the rates. ld le land however,

not in product ive use had l i t t le Annual Rental  Value in the Engl ish sense where the rule was "no rent,  no

rates".  ld le land did have a market value though: a value increased by the steady industry of the working

colonists.  So the rates ol  the genuine sett ler increased as the improvements increased and the distr ict

prospered. Likewise, the market value of the speculator 's assets also moved upward. Changing the rate

base to a market or Capital  lmproved Value, and making the owner l iable for rates on land which had no

occupier,  began to get rates from land not then in product ive use. So unt i l  the late 19th century in

Austral ia,  rales were based on the total  property value, administered most ly through Net Annual Value.

In the early part  of  the 20th century, the property tax in Austral ia and New Zealand went on to be Iurther

modif ied. The most signi f icant modif icat ion was the removal of  the lax from property improvements,

concent ra t ing  the  mun ic ipa l  revenue so  ra ised f rom the  un improved,  o r  s i te  va lue ,  on ly .  Such a

modification was applied only in Australia, New Zealand, parts of Canada, South Africa and Jamaica. 3

Site Value rat ing in Austral ia was appl ied f i rst  to farming distr icts.  (Si te Value was def ined or iginal ly as
"Unimproved Value" ). Sile Value rating was extended to Australia's towns and cities only after its suitability

for,  and acceplance by farmers had been demonstrated. Si te Value rat ing was f i rst  used within the shires

of Queensland in 1887 specif ical ly to ease the posit ion of genuine farmers, who were f inding that under

the system of the t ime, NAV, they were paying more than their  fair  share of municipal  costs to make up for

the token payments f  rom the owners of vast,  undeveloped property.  4

The si tuat ion was the same in New South Wales, where Site Value rat ing was also appl ied l i rst  to farming

shires, then later to urban areas. Queensland was also the f i rst  to apply Site Value to urban areas, done in

1890 in the midst of  a ser ious nat ionwide, and internat ional,  depression. l ts introduct ion, the government

3 A much more detailed rating history may be found in the book "Bating in New Zealand", by Rolland
O'Regan, Baranduin Publ ishers, 1 985.
q In Oueensland, Sir Samuel Griffith, (later Australia's first chief Justice of the High Court), drafted the first
provisions for valuing and rating the land and imposing local site rates. This was made law in 1891 , covering
665 978 square mi les, land value t49 154 977, and the rates so raised for that year being C253 581

oaoe /



claimed at the l ime, was to st imulate the Queensland construct ion industry,  which i t  did.  5 ln Western

Austral ia,  s i te rat ing was f i rst  appl ied to the Road Distr icts,  equivalent to our shires, in 1902. Only in 1948

were lhe 21 urban counci ls given opt ional powers to use si te value. ln South Austral ia,  the f i rst  municipal i ty

to adopt si te value was Thebarton in '1907, lol lowed by Moonta, a country shire, soon after.

Si te Value rat ing has since developed to become the dominant system in Austral ia.  By 1955, of the 921

municipalities in Australia, 570, or 62"/" were using site value. Apart lrom New Zealand, no other countries

were so extensively using this system. By the late 1980's,  counci ls using si te value comprised more than

92"/"  ol  the municipal ised area of Austral ia,  Si te Value rat ing being used in approximately two-thirds of al l

local government counci ls.  The Jact that the remaining B% of counci ls,  by municipal ised area, have not

changed over to si te value shows si te rat ing's appeal has been pr imari ly to our farmers.

The states of Queensland, New South Wales and Western Austral ia apply Site Value rat ing universal ly to

farming properl ies. ln South Austral ia,  Victor ia and Tasmania, i ts appl icat ion has not been across the whole

state.

V ic to r ia 's  ear ly  ra t ing  h is to ry .

The development of rat ing in Victor ia has been unusual.  Rat ing of the si te only was made the subject of

legislat ion f i rst  in 1914. After much debate and severalamendments, the City of Caulf ie ld became the f i rst

counci l  to give not ice of an intent ion to adopt rates on si le value, in March 1920. This was fol lowed by

Coburg ,  Essendon,  Newtown,  Ch i lwe l l ,  and  Roseda le  mun ic ipa l i t ies  in  the  same year ,  then Oak le igh

(1921) ,  Che lsea (1923) ,  Camberwe l l  and Brunswick  (1922) ,  Mord ia l loc  (1925)  and Sandr ingham (1926) .

At the t ime, in each counci l ,  the economic effect was clear ly observed, and noted by many histor ians.

Geof{rey Blainey, in his book "A History of Camberwell" having this to say;

"A few hundred people owned large areas of cow paddock and market garden and vacant

land and refused to sel l them for housing part ly because they bel ieved the speculat ive value

of the land would r ise. Such people blocked Camberwel l 's growth and contr ibuted l i t l le to i ts

municipal  revenue. At Cambenvel l  junct ion and other sf iopping centres, owners of old

wooden shops were paying smal ler rates than the enterpr is ing landlords who bui l t  expensive

shops and attracted business to the centre. ln resident ial  streets,  landlords who al lowed

houses to go unpainted and unrepaired paid smal ler rates, whi le the landlord who improved

his property and lhere{ore the neighbourhood's appearance and land values was penal ised

for his enternr ise with higher taxes. The reformers argued that a new method of municipal

taxat ion would accelerate the pace of Camberwel l 's growth and improve the qual i ty of the

suburb. Calling for a referendum, lhey carried the poll afier a fierce campaign and Camberwell

and Caulf ie ld became the f i rst  Victor ian municipal i t ies to tax the land and not the bui ldings,

From 1922, the new method of taxat ion undoubtedly forced many large landowners to

release vacant land for house bui ldinq.. ."  6

s Reported in "A graphic summary of Municipal lmprovement and Finance", lnternational Research
Committee on Real Estate Taxation, 1958.
6 Blainey, G "A History o{ Camberuvell",  Lothian Publishers, (1980), page 86
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Victoria's rating history is significant {or the enormous changes to lhe rating system undertaken by various
councils. Appendix l l  gives a detai led history, by municipali ty, of the rating base changes implemented.
Appendix l l  also l ists the method by which the rate base was changed. A lurlher signif icant modif ication
was made in 1968 when the levying of rates was permitted by the use of the NAV and slte value systems in
any proport ion, uniform for the municipali ty. This is referred to commonly as the "shandy" system. To date,
only a 50/50 proport ion has been used.

Over the years, and particularly after the second world war, substantial legislative changes have been made
to the rating system, both in Victoria and Australia. Theoretically at least, the basis of the rating system has
always been the value of the properly rated, a value generally considered to reflect lhe services supplied
by councilto that property. Legislative changes however have moved rates away f rom this concept, after a
number of issues arose that needed addressinq.

Historical ly in Victoria, property has usually been revalued (by council  valuers) every four years. This made
land based valuations during the intervening periods insensit ive to a number of relatively recent economic
evenls, in part icular:

- high inf lat ion rates,
- rapid urbanisation pressures in most cit ies and towns,
- a high volume of property transactions in the residential sector related to growing urbanisation and
labour mobil i ty, and
- (relatively) small number of transactions in the commercial and industrial sectors where property

ownership related more to lonoer term investment.

Forthese reasons, rates based on site value were presenting problems to councils. But there was one
further, more pressing problem. Here it  is worth quoting Rolland O'Regan, Rating in New Zealand,
/ n e n p  1 1 O \  d i r o n t l v '
\ 1 . / s l , v  '

"Once an improvement,  e.g. a bui lding, is made, i t  begins to depreciate. l t  must be maintained

at a cost. lt tends to obsolescence: it has a limited life. lt may in the end have a negative value,

namely the cost of  total ly destroying i t  before i t  can be replaced. The other component in the

value of a propeny is the value of the land. In any dynamic society this component tends to

increase, sometimes dramatical ly.  As the land value of a part icular secl ion goes up, the value

ol the improvements thereon tend to go down and the capital  value might remain conslant or

increase but slowly. ln an area in which the CIV is the rateable value, rales change little.

By contrast,  when lhe si te value is the sole rateable base, the property with the aging bui lding

on i t  gets quite steeply increasing rates as the land value goes up. This is why rat ing on the

si te value is intolerable to rundown propert ies and why i t  spurs renewal.  Si te value is the labi le

element in the capital  value and when i t  is the sole rateable base, i t  must produce anomalies; '

(Emphasis added.)

page 9



Legislative changes to adjust some of the "anomalies", and other problems referred to above, have mostly

taken one or more of the fol lowing forms:

adiustments to the basis ol valuation of a property,

l imits on rates, for example maximum and minimum rates,

reduced rates for urban farmland, some industries and mines,

reduced rates for residential use of higher valued land,

rate exemptions, for example church owned property and crown land;

special purpose rates for beneficiaries of particular services,

rate rebate schemes

derating and tax exemptions of some propert ies,

differential rat ing.

Land based rates, and lhe problems i l lustrated above, oi ten brought heavy pol i t ical  pressures to bear,

evidenced by the numerous enquir ies and royal commissions into rat ing, far more than ever held into the

more convent ional (and punit ive) {orms of taxat ion l ike payrol l  tax and income tax. Notably,  yearly

va lua t ions  wou ld  go  a  long way towards  remov ing  many o f  the  perce ived inequ i t ies .  In  rea l i t y ,  the

inequit ies brought about by infrequent valuat ions are valuat ion def ic iencies, not rat ing def ic iencies.

In addit ion to the many and varied legislat ive changes, lo achieve some form of rat ing redistr ibut ion, the

concept of rates based on "abi l i ty to pay",  rather than services received, has also lately been gathering

momentum. ( ln other words, lo consider rates more in the manner of an income tax.)

I t  is also interest ing to note the changing expectat ions of ratepayers as to how they expect rates to be

spent.  Cerlainly during the 1950's and'1960's,  the focus of rate expenditure was more on roads, br idges,

and drains, etc. Today the emphasis is much more focussed on the human or social inJrastructure. (Which,

as noted previousty,  was the or iginal  reason lor the f  i rst  Engl ish "rate" in 1601.)

So we have the si tuat ion today that,  al though rates are st i l l  mainly a local ly based tax on property values,

changes have been introduced in an effort  to achieve a more "equitable" distr ibut ion of the rate burden, or,

more often, in response to pol i t ical  pressures f  rom disaffected ratepayers.

With al l the changes that have taken place however,  i t  should be borne in mind that the changes have not

general ly been used to increase the total  quantum of rates col lected, rather i t  is done to al ter the rate

distr ibut ion; lo have some ratepayers pay more, and some pay less, on equity grounds. "Equity",  of

course, means di f ferent things to di f ferent ratepayers. Considerable discussion and dispute often ar ises"

And what comes to represent a concession to one ratepayer,  is always an imposit ion on another.

Mention should also be made of di f ferent ial  rat ing. l t  has been pointed out already that in Austral ia Site

Value rat ing was f i rst  appl ied to farming distr icts,  at  the request of farmers themselves This was a natural

progression in the newly developing colonies.

;
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The pressure {or a rate di f ferent ial  came f i rst  f rom farming interests as wel l .  Given the nature of ear ly

Austral ian development this is not surpr is ing. The country sector after about the 1930's argued for rate

rel ief  for f  armlands in areas where the si te valuat ions were ref lect ing urban land use potent ial .  Accordingly,

counci ls eventual ly came to the view of af fording some rel ief  lo farmers through a "di f ferent ial  rate",  based

upon classi i icat ion of land according to i ts use. This came to be one of the earl iest appl ied, and most

common form of di f lerenl ial .

Di l ferent ial  rates have been increasingly used by counci ls to provide assistance with the ei ther real  or

supposed defects of the rat ing system, as discussed earl ier.  (Pages 9 and 10.) In using di f{erent ial  rates,

counci ls are basical ly try ing not to levy rates on a uniform basis,  but rather to vary the rate in the dol lar as

between propert ies. This is qui te a fundamental  shi f t  in thinking and approach to rat ing.

General ly,  Victor ian counci ls have now been permit ted to apply di f ferent ials in a part ial  manner,  with State

controls as to the classes of property and ratepayer,  and the valuat ion systems permit ted. At present,  the

rat io of di f {erent ials cannot exceed {our to one. That is,  the highest rate di i ferent ial  appl ied by counci l

cannot be lour t imes greater than the lowest,  hence the appl icat ion at present of rate capping .

In '1843,  when app ly ing  i t s  ra tes  fo r tha t  year ,  the  New P lymouth ,  New Zea land,  counc i l lo rs  d rew c i rc les

f rom the  town cent re  on  a  map,  app ly ing  a  d imin ish ing  ra te  to  each c i rc le ,  5 ,4 ,3 ,2 ,1 ,  as  i t  were ;  a  fo rm o f

di f ferent ial  covering the land use mix in those days. l t 's a bi t  more compl icated nowadays. But i f  the New

Zealand rat ing si tuat ion of today is any guide, Victor ian counci ls may short lyface some uncertaint imes with

ClV. There have been in New Zealand, and only in those few areas rat ing Capital  Value, signi f icant court

act ions over rates. These court  act ions are successful ly contest ing the lack of cost/benef i t  relat ionship

between capital value rales and council services.

The rat ing basis {or Melbourne before and after the local government restructur ing is shown in appendix l l l

and appendix lV respect ively.  Note the extension of the rat ing divide between Melbourne's eastern and

weslern suburbs. The possible impl icat ions, i f  any, {or our western regions, and Melbourne's economic

and social  development as a whole, would be an excel lent fur lher research project.

The rating systems in operation across Victoria are now:

Councils on NAV

Councils on Site Value

Counci ls  on CIV

6
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Economic  research .
Histor ical ly,  qui te a batt le developed in Victor ia between ratepayers and counci ls as to the meri ts of

di f ferent rat ing systems. Over the years there have been t imes when counci ls changed from NAV to si te

va lue ,  and then somet imes back  aga in  to  NAV.  (See append ix  l l . )  Some counc i l s  a l te red  the i r  ra tes

system, whi lst  their  neighbouring counci l  did not.  Current ly the changes are to ClV.

Such a  un ique,  even haphazard  deve lopment  o f  mun ic ipa l  taxa t ion  permi t ted  ex tens ive  economic

analysis,  not only by Austral ian researchers, but also from overseas based interests.  Much economic

research has therefore been carr ied out,  some of which is documented herein. Measurement of economic

performance under di f ferent rat ing systems has also been done. H Bronson-Cowen, a vis i t ing Canadian

economist to Austrat ia in 1942, noted some interest ing stat ist ics.T He grouped logether some o{ the early

economic research into municipal  taxat ion within Austral ia.

t
H is to r ica l  research  examPle  one.

Early stat ist ics were done for Cambenrvel l  Counci l .  For the f ive years pr ior to 1923, the total  number of t !

dwel l ing permits issued was 2 051. After a change to Site value in 1922, the number of dwel l ing permits for

the fol lowing f ive years total led 4373, more than double. The suburb of Camberwel l topped suburban local 
I

government area bui lding stat ist ics every year afterthat unt i l  1946. (Having or iginal ly shown very l i t t le

act iv i ty pr iorto 1gzz.)  This conf irmed empir ical lywhat most 1920's Camberwel l  ratepayers had seen for 
t

themselves. (As noted by Geof{rey Blainey and quoted on page B of this report .)  The prodigious increase I

in buitding act iv i ty would not have occurred without the introduct ion of Si te Value rat ing to the Camberwel l

municipal i ty.  8 I

Histor ica l  research examPle two.

A compar ison o f  Me lbourne suburban deve lopment ,  under laken fo r  the  years  be tween '1920-21 and

1939-40, outside the then inner industr ial  areas revealed the fol lowing changes to their  respect ive rate

base growth;9

Twenty year comparison, 1920-21 to 1939-40

t
I

I
I
I
I
I

I
I

Comparison of ;
Total area of each suburban grouping

Total increase in the N.A.V. of each group

Per acre increase in N.A.V. of each group

Total increase in rate yield

Per acre increase in rate vield

site value cit ies

31 177 acres

t2 649 000

tB5

t28B 000

t 9 . 3

NAV cit ies

53 796 acres

t3 074 000
L C /

t  299 000

t 6 . 2

7 Reported mainly in "A graphical summary of municipal improvement and finance", lnternational Research

Committee on Real Estate Taxat ion, Harper & Brothers, New York, 1958, H Bronson Cowan, Research

Director.
B tbid,  p 25
I Extracted f  rom "Rising Municipal  Costs. A comparison of relat ive abi l i t ies of al ternat ive rat ing systems to

Drovide increased rate vield",  Land Values Research Group, 1949.
page 12
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(Histor ical  research example two cont inued.)

The inner industr ial  areas were excluded from the study as they had no si te value counterparts with which

lo compare, being al l  on Net AnnualValue at this t ime. The seven (then) outer suburban areas used in the

study that were rat ing on si te value were Brunswick, Coburg, Cambenruel l ,  Caulf ie ld,  Essendon, Oakleigh

and Sandringham. The ten outer municipal i t ies included in the study rat ing NAV were Brighton, Footscray,

Hawlhorn, Kew, Malvern, Norlhcote, Moorabbin, Preston, Wil l iamstown and Heidelberg.

The results of this long term, twenty year comparison of Melbourne's growth distr icts,  revealed that of  the

outer distr icts studied, the annual rental  value increased at a faster rate with si te value rat ing as the rate

base. This is important for counci ls to note. l t  is the annual rental  value of the municipal i ty that sets the l imit

of  potent ial  revenue under any rat ing system. This research indicated that properly owners (and their

property) did better,  other things being equal,  under si te value. l t  was noted Iurther that of  the 14 counci ls

rat ing si te values at the t ime of the 1933 census, these distr icts accountedlor 46' / .  of  Victor ia 's dwel l ing

increase be tween 1933 and the  prev ious  census  o f  1921,  bu t  on ly  conta ined 16% of  the  Sta te 's

populat ion. Forthis 1940's study, the researchers could not f ind any other reason to explain their  results

other than the di f{erent rat inq structures.

H i s t o r i c a l  r e s e a r c h  e x a m p l e  t h r e e .

A more  comprehens ive  s tudy  o f  Me lbourne cons t ruc t ion  ac t iv i t y  { rom 1927 lo '1951 was done by  The

American Inst i tute for Economic Research. 10 tne lnst i tute study, an empir icalanalysis of data on bui lding

during this twenty f  ive year period, showed that of  the 28 counci ls in the area researched, nine exempted

i m p r o v e m e n t s f r o m c o u n c i l  r a t e s i n t h e l g 2 0 ' s , { i v e m o r e d o i n g s o i n t h e l 9 4 0 ' s .  C o n s t r u c t i o n a c t i v i t y w a s

found to be least in the ci t ies at or near the centre of the Melbourne municipal  area, and among suburban

counc i l s ,  bu i ld ing  cons t ruc t ion  was grea tes t  in  those counc i l s  ra t ing  s i te  va lue .  A l l  counc i l s  tha t  had

changed from NAV in the 1940's were shown to have experienced marked increases in bui lding act iv i ty

immediately after the rat ing change, above what could have been othenruise expected.

H is to r ica l  research  example  four .

A f t e r . l g 4 5 , a n u m b e r o f  o t h e r c o u n c i l s c h a n g e d t o s i t e v a l u e .  A f u r t h e r t w e n t y { w o c o u n c i l s c h a n g e d f r o m

NAV 1o si te value between 1955 and 1965. The economic effect for each of these counci ls was also

measured. For the 22 municipal i t ies involved, in the year fol lowing the rat ing change, increases in bui lding

activity were recorded as follows;

Ararat 60%, Benal la 39%, Cast lemaine 55%, Cohuna,25"/" ,  Horsham 12"k,Kerang borough 20%, Kerang

shire 119%, Ki lmore24"k, Korumburra 168%, Maryborough4B"/",  Mclvor69%, Mi ldura4lo/. ,  Moe borough

50%, Sale 397.,  Swan Hi l l  111o,2o, Towong 90%, Traralgon TY.,Wangaratta 497o, Warrnambool B9%,

Wodonga 34"/" ,  and Wonthaggi 209"k.11

'10 "Tax exemption of improvements",  James T Gibbs, American Inst i tute for Economic Research, Great
Bar r ing ton ,  Massachuset ts ,  USA.  (no t  da ted)
11 Author 's  own records .
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His tor ica l  research  example  f i ve .

Research  o f  a  s l igh t ly  d i f fe ren t  na ture ,  f rom the  Land Va lues  Research  Group,  examined Aust ra l ia 's

agricul tural  act iv i ty related to the rat ing system under which the state's farming sector was operat ing. Such

research proved possible because, as noted, Austral ian States at this t ime, both pr ior and after lhe second

world war,  operated under ent irely di f ferenl rat ing systems.

The Research Group compared the changes for farming land under al l  crops for each State over two

d is t inc t  per iods ;  the  ten  years  f rom 1929/30  to  1938/39 ,  cover ing  the  depress ion  to  the  s ta r t  o f  the

second world war,  and the period 1946147 to 1958/59, being the post war seasons. The war years

agricul ture was under government direct ion and control  and was omit ted. 12

Acreage under al l  croPs

A). Depression period

Site rating farming states

Oueens land

New South Wales

Western Austral ia
f lrnr rn finr rroc
v . v v F /

NAV rating farming states

South Austral ia

Victoria

Tasmania
(lrnr rn finr rroc
v , v v t v

R \  P n c t  r a r e r  v o l r q

Site rating farming states

Queens land

New South Wales

Western Austral ia

Group figures

NAV rating larming states

South Australia

Victoria

Tasmania
11rnr rn {inr rroc
v , v v y

1 929/30

(000)

1  046

5  5 0 1

4 566

1 1  1 1 3

1 938/39

(000)

1 734

7 049

4  7 1 9

1 3  5 0 2

4 724
(  n l o

2 /1?

9 986

1 9 5 8 / 5 9

2 841

6 825

-

1 5  8 0 1

4  1 4 7

4  T Y Z

9 278

(000)

6 8 8

1 548

..]...g

2 389

u r  r d r  r gu

6 B %

22'/"
?o/^-

21"/"

4 967

5 579

265

1 0  8 1 1

1946t  47

t o l /

6  5 1 2

J 3: 'U

1 1  ? 1 g

-243

- 5  6 0
- 4 1

-;

|  1 1 +

2 545

4 082

- J  / O

1  A O /- t v / o

-Ro/^.......-
-B%

r .hanno

76"4

5 %
' 7  1 0 /
t t / o

,*"

t r  1 n ?

J O I

J  J { + Y

2 6 2
- J l l

- t a

- o l

'7 0/
I  / O

-6%

-6"/"

< o /-  |  /o

12 Land Va lues  Research  Group,  Me lbourne,  "A  s tudy  o f  the  e f fec ts  o f  loca lgovernmenl  ra t ing  sys tems

upon the  soc ia l  and economic  deve lopment  o f  the  Aus t ra l ian  Sta tes" ,  '1963,  page 10
oaqe 
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(Histor ical  research example t ive cont inued.)

We can see lhat f  armers in the si te rated states extended their  acreage under crops more than their  f  arming

counterpar ts  in  NAV ra ted  s ta tes .  The po in t  o f  s ign i f i cance in  th is  research  was tha t  be tween these two

per iods ,  ra t ing  sys tems changed in  bo th  V ic to r ia  and South  Aus t ra l ia .  The ex tens ion  o f  s i te  ra t ing  in

Victor ia was in urban areas only.  In South Austral ia,  the substant ial  extensions to si te rat ing took place in

rural  areas almost exclusively.  The post war "acreage under al l  crops" f igures have ref lected this change.

South  Aus t ra l ia  ex tended i t s  a rea  o f  acreage under  a l l  c rops ,  as  more  fa rming  d is t r i c ts  changed to  s i te

rat ing. Si te rat ing was shown to be the catalyst.

More  recen t  research .

R e s e a r c h  e x a m p l e  s i x .

A highly detai led and technical  study was undertaken in 1990 by Professor Kenneth M Lusht,  Chairman,

Department of lnsurance and Real Estate, Pennsylvania State Universi ty. l3 The report  noted that:

" lndividual communit ies in the Melbourne, Austral ia,  stat ist icaldivis ion may tax real property

on the basis of ei ther capital  value or si te value. Cross sect ional analysis of 53 of those

c o m m u n i t i e s  a s s o c i a t e s  t h e  u s e  o f  t h e  s i t e  v a l u e  b a s e  w i t h  s i g n i f i c a n t l y  h i g h e r

development stocks and a higher f  low of new housing."

In concluding his study, Professor Lusht went on to say:

"There is evidence that the use of s i te value st imulates development and that the advantage

persists in the long run, though somewhat eroded. The results also suggest that the level of

the property tax in Melbourne, which is simi lar to levels in typical  U.S. ci t ies, is suff ic ient ly high

to  a { fec t  behav iour .  S i te  Va lue  was a  cons is ten t ly  s ign i f i can t  p red ic to r ,  w i th  most

speci l icat ions showing 40-60 percent more stock per acre in si te value taxing LGA's. The

quest ion of whether the adopt ion of s i te value has preceded or fol lowed development was

addressed by  reduc ing  the  sample  to  the  28  suburban communi t ies  tha t  had subs tan t ia l

amounts of developable land avai lable. The si te value tax was strongly associated with the

f low of new resident ial  development in these communit ies, suggest ing that development is

fol lowing the tax."

13  Lusht ,  Kenneth ,
L"and Po l icy ,  1992,

"  l -he  s i te  va lue  tax  and
c r r n n o r l o d  h v  T l r o  Q n r i a lr v v  v t

res ident ia l  deve lopment " ,  wo i -k ing  paper ,  L inco ln  Ins t i tu te  o f
Melbourne Ins t i tu te  o f  Techno loqv .

o a o e  1 5



R e s e a r c h  e x a m p l e  s e v e n .

The f inding that development is fol lowing the si te rate in Melbourne was also researched by the Site Rat ing

Defence Group,  as  repor ted  in  the  Aus t ra l ian  F inanc ia l  Rev iew.14 Spec i f i ca l l y ,  the  Group repor ted  i t s

f ind ings  tha t :

"According to Melbourne's manufactur ing and employment stat ist ics iorthe 10 years between

1974 and 1984, as reporled by the Austral ian Bureau of Stat ist ics,  the number o{ businesses

in si te rated counci ls increased by more than 10%, whi lst  in non si te rated counci ls the number

o f  bus inesses  decreased bv  20%."

Simi lar results were found {or emolovment levels.

1a  Aus t ra l ian  F inanc ia l  Rev iew,  Ju ly  241995,  SRD Group "Rat ing  and Vrc to r ian  Manufac tur ing" ,  Apr i l  "1995

Readers  may no te  tha t  lh rs  g roup ac t ive ly  campaigned lo r  the  re ten t ion  o f  s i te  va lue ,  a  g roup fo r  whom th is
author did some research in an economic caoacitv.
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Equi ty ,  fa i rness ,  and the  sys tem o f  ra t ing .

As far as ral ing is concerned, the desirable object ives that any rat ing system should achieve, (or at  least aim
for) would be f  hat lhe rat ing system is:

*  e q u i t a b l e ,
-  ef f  ect ive and simple to administer,
-  easy to understand and explain,
-  al low comparison as between the taxing authori t ies,
-  be transparent.
-  and promote effect ive resource al locat ion and use.

The advocates of each system of rat ing would argue of course that their  pref erred method best meets such

aims. Appendix I  l ists a general  guide as to the many arguments put forward by the proponents o1 each

system, and also a guide as to who pays more or less under each system:

The quest ion of which rat ing system is considered the most appropriate has been often debated. Most

ratepayers would probably argue that whichever system del ivers them the lowest rate bi l l  is the best

system. This quest ion of the most appropriate rat ing system has also been {requent ly reported upon at

government  leve l ,  th rough var ious  commiss ions  o l  enqu i ry .  The i r  conc lus ions  probab ly  o f fe r  a  more

rel iable guide as to discussions of equity and fairness.

Site Value rat ing was endorsed by the fol lowing Commissions:

Oueensland Committee of Inquiry into Valuat ion and Rating, 1989,

(chaired by Sir Gordon Chalk, KBE)

The Wel l ing ton  C i ty  Commi t tee ,  1989

The Internal Affairs Department Coordinat ing Committee, New Zealand, 1989

Commission of Inquiry into Land Tenures 1973 NSW

Land Inst i tute Reporl ,  Whitstable England, 1963, 1973

The NSW Royal Commission of Inquiry chaired by R. EIse-Mitchel l  1967

Inquiry Chaired by Just ice Hardy (Old) 1966

Enquiry Chaired by N.L. Buchan (Old) 1964

Queensland Committee of Inquiry chaired by Sir  A. Br idge Q.C. 1960

The Royal Commission on Local Government f inance, 1958

Austral ian Country Party Inquiry .1933

I  
CIV has been recommended by the fol lowing:

The Office of Local Government report "Rates: proposals to improve Victoria's Municipal Rating

I  
System", (Ausust 1ee3).

I
I
I
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F a r m e r s .  A  b r i e f  d i s c u s s i o n -

Farmers are an interest ing, i l  not special ,  case; one reason being the often cycl ical  nature of f  arm income.

Another reason, already referred to,  is that of  urban sprawl,  whereby lands tradi t ional ly having been used

for farming, be i t  wheat,  orchards, crops orwhatever,  are being threatened with development because of a

higher valuat ion placed upon that farmtand due to potent ial  al ternat ive "higher use".  Fol lowing on f  rom this

is  thp  oerceo l ion  la te lv  c leve looed. l5  tha t  s ince  ra tes  on  s i te  va lue  do  no t  tax  improvements ,  a  g rea ter
l c  t l  l s  v L r  u u v r r v r  r r  . e t v r ) ,

burden is there{ore placed on farmers and other large land users. This is not necessari ly the case'

Farmers, resident upon, and working their  holdings, benef i t  in lower rates under the si te value basis in the

maior i ty of cases, just as do householders in the towns, and in about the same proporl ions. To use just

one example; when the once farming shires of Kei lor,  El tham, and Frankston and Hast ings changed over

tn Sitp Vatrre rat ino decades ago, the percentages of {armers benef i t lng from lower rateS were B1'/" ,77' /"
Y q r v v  ' s ! , , , Y ,

and 55% respect ively. l6 lHence the votes cast by a major i ty of ratepayerS at counci l  pol l ,  for a change to

si te value. see Appendix l l for the vot ing pattern.)  These areas are now most ly suburban of course, but

changed to si te value rat ing when the shires were once regarded as rural .  Such a benef i t  would st i l l  hold

for today's tarming distr icts closest to Melbourne. Some of the rat ing problems for genuine {armers though

are of real  concern. l f  the problem is one of the farmer's capacity to pay, the answer may l ie in part  on

counci l 's use of an income based tax or rate. Both CIV and si te value are properly related, CIV even more

CIV w i l l  no t ,  however ,  so lve  the  ques t ion  o f  r i s ing  fa rm va lues  fo rc ing  more  in tens ive  h igher  use

development.  The si tuat ion for genuine Victor ian farmers wi l l  probably now be worse. Histor ical  research

etsewhere within this report  has indicated the possible economic effect on {armers, f rom a total  product ion

viewpoint.  l t  can be noted that under ClV, a poorly developed farm close to the ci ty wi l l  now pay lower rates

than a highly capital ised larm more distant l rom that same ci ty.  This is not an.effect ive way to encourage

product ive farming, nor is i t  more equitable than the si tuat ion i t  was designed to overcome.

Further invest igat ion of genuine farmers needs rs warranted, however.  One suggest ion may be to l ink the

farm property rate to an appropriate commodity pr ice index. This would at least enSUre farmers'  rates'  a

f ixed overhead, do not prove destruct ive in poor seasons and can be afforded in good t imes by r is ing and

fa l l ing  w i th  such commodi ty  p r ices .  (Count ry  mun ic ipa l i t ies  wou ld  need to  cons ider  the  e f fec t  such a

change wou ld  have on  the i r  revenue base. )  Va lua t ions  must  a lso  be  cur ren t .  Th is  then is  re la t ing  an

effect ive rat ing pr inciple to some means of af fordabi l i ty.

Farmers too, must recognise that some ci ty sprawl is inevi table where a growing populat ion is concerned.

One cause of urban sprawl is the ineff ic ient use of land. As noted, the choice of rate base seems to affect

this.  Urban sprawl,  not rateS, is the true enemy of farmers. Therefore, both counci ls and other levels ot

government  shou ld  look  a t  o ther  u rban po l i c ies  fo r  remec l ia l  ac t ion .  (A  top ic  ou ts ide  the  scope o f  th is

report .)  Notably, lhe US Farmers Associat ion has been knownto advocate a graduated si te rate. 17

�vernmentBoard 'V ic to r ianFarmers federa t ion jo in t resourcepaper ,
"Rat ing  issues  in  non met ropo l i tan  areas" ,  August  1994.

ro  Ana lys is  o f  h is to r ica lcounc i lda ta  by  the  au thor  o i  in {o rmat ion  he ld  in  Land Va lues  Research  Group

l ib rary ,  unpub l ished.  Readers  may a lso  re fe r  to  the  sec t ion  d iscuss ing  the  d is t r ibu t ion  o f  the  ra tes  bL , rden,

Note the f  igures lor the farming shire of Korumburra in parl icular.
r ;  US Farm News.  Des Moines  lowa,  June 1974.
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O v e r s e a s  r a t i n g  e x p e r i e n c e .

R a l e s i n t h e U n i t e d K i n g d o m a r e h e a v y .  l n l 9 B 5 l h e y r a i s e d a b o u t E 9 0 0 0 m i l l i o n a y e a r a n d w e r e 2 9 " / " o t a l l

taxes  lev ied  Th is  represented  4 .2" / "  o f  the  Gross  Nat iona l  Produc t .  Loca l  government  in  the  Un i ted

Kingdorn  pays  par t  o f  the  cos t  o f  educat ion  and the  po l i ce  fo rce .  Rates  are  assessed on  the  Net  Annua l

Fenlal  Value of propert ies. As actual rents have been subject to rent control  acts for many years there is

vir tual ly no free market in rents to determine Annual Rental  ratable values. lB

Th is  fac t  in t roduced a  la rge  e lement  o f  guesswork  in to  the  va lua t ions  and the  resu l t ing  anomal ies  and

inequit ies remain a source of widespread and bi t ter discontent.  Part icular ly unpopularwere the conslant

invasions of pr ivacy by counci l  inspeclors, to value improvements. This reached a crescendo of opposit ion

in the years under Margaret Thatcher,  when i t  was decided to change the property based rates system to a

po l l tax .  H is to ry  shows tha t  po l l taxes  do  no t  las t  long ,  nor  do  those po l i t i c ians  who in t roduce them.

Overseas property taxes comparison

U . S . A .

v d t  t d u d

Uni ted  K ingdom

New Zealand

Austral ia

Local taxes on property

as a 7. of all taxes

Localtaxes on property

as a 7o of GNP

A
t

/ ^+ - a

2 . 1

1 . 2

Local taxes on property

per head of pop. $NZ
A A  

 

 A

J  4 O .  U U

567.40

1  8 4 . 1  I

1 9 3 . 8 5

1  1 5 . 1 3

3 0 . 7

1 1  . 8

2 9

7

a . +

Source;  Rat ing in  New Zealand,  page 8,  1985 { igures"

The Un i ted  Sta tes  uses  CIV as  i t s  ra t ing  base.  ( ln  43  o f  the  s ta tes ,  there  is  a lso  a  s ta te  tax  on  propeny,  in

addit ion to the local government rate.)  The rat ing system is made worse since valuat ions are general ly

unrea l i s t i c  and o f ten  hope less ly  ou t  o f  da te .  The US sys tem has  tended to  become,  there fore ,  a  use

based, rather than market based, valuat ion system. Whi lst  Victor ia moves to ClV, US tax experts and land

economists are having some success shi f t ing US ci t ies to a graded property tax: that is lower taxes on

improvements, more on the si te value, using evidence gained from Austral ian ci t ies and counci ls under si te

value. Austral ia 's si te rat ing is seen by some concerned U.S. economists as the last regenerat ion hope of

US ci t ies and towns.

1B "Rat ing  in  New Zea land" ,  Ro l land O Regan,  Barandu in  Pub l ishers , .1985.
n : n o  1  Q



O v e r s e a s  r e s e a r c h .  A  r e v i e w  o f  o t h e r  e m p i r i c a l  e v i d e n c e .

T h e  P i t t s b u r g h  e x a m p l e .

Pit tsburgh is one of the {ew US ci t ies that del iberately uses si te value rat ing as an economic development

too l ,  hav ing  done so  s ince  1913.  (S ta ted  c i ty  po l i cy . )  The c i ty  has  as  a  resu l t  been in tens ive ly  s tud ied .

P i t tsburgh a lso  happens to  be  the  s i te  o f  the  f i rs t  tax  revo l t  in  US h is to ry ,  when A lexander  Hami l ton

introduced the whisky tax in '1789.

Oates  and Schwab o f  the  Un ivers i l y  o f  Mary land researched ev idence tha t  P i t t sburgh,  a f te r  s ign i f i can t ly

increas ing  the  s i te  component  o f  i t s  p roper ty  tax  base,  fa r  surpassed,  in  cons t ruc t ion  ac t iv i t y ,  14  o ther  I
comparable industr ial  c i t ies which conl inued to rate on ClV.

Average annua lva lue  o f  bu i ld ing  permi ts ,  cons tan t  1982 do l la rs ,  m i l l ions ,  fo r  15  Midwest  US c i t ies .  19

I

I
t
I
t

I

City

P  i t t s b u  r g  h

Akron

Al len town

Buff  alo

Canton

Cinc innat i

C leve land

Columbus

Dayton

Detroi t

Er ie

Rochester

Syracuse

To ledo

Youngstown

1 969-70

1 8 1 . 7

1 3 4 . 0

4 8 .  1

9 3 . 7

4 0 . 2
? 1 4  t

3 2 9 . 5

1 0 7  . 7

3 6 8 .  B

4 8 . 3

1 1 8 . 7

9 4 . 5

1 3 8 . 3

3 3 . 6

1980-89

3 0 9 . 7
a J  / . v

28.8
R 2 A

z + .  z
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Al l  bu t  two o f  the  c i t ies  s tud ied  saw the  va lue  o f  annua l  bu i ld ing  permi ts  dec l ine  sharp ly  in  the  1980 's

compared with the two pr ior decades. (Despite the 1980's being a high growth decade.) Apart  f rom

Pi t l sburgh,  on ly  Co lumbus,  Oh io ,  rea l i sed  an  inc rease (15%)  in  bu i ld ing  permi ts .  Th is  was dwar fed  by
Pit lsburgh's showing. Pit lsburgh's real value of bui lding permits on an annual basis rose by some 707" in

the 1980's relat ive to the twenty-year period preceding the property rate reform.

1 e  S o u r c e ,  G a t e s  a n d  S c n w a b ,  " T h e

Rober t  Schwab.  L inco ln  lns t i tu le  o f  Land
i n t o ; c t  o i  u r b e n  l r r r d  l a x a l i o n :  t r e  P i t t s c - r  . : ; r  e ^ p e r e n L =
P o  , c y ,  C ; ; : r b r  i o g e ,  M a s s .  1 9 9 3 ,  t a c  e  i .

v 'y ' ; : l lar:e (J:: ie s anci
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Oates  ar rd  Schwab a lso  checked U.S.  Census  bureau records  tha t ,  wh i le  cover ing  snoner  t ime spans ,
1974 7B and 1980-89,  had r i cher  de ta i l s  u r i th  b reakdowns o f  cen l ra l  c i t y  and suburban cons t ruc t ion  and
bu i ld tnq  ac t iv i t y  o f  d i f fe ren t  types .  "P i t t sburgh aga in  s tands  ou t  w i th  a  d ramat ic  inc rease o f  more  than

250"/"  a year,  whi le lhe new bui lding investment in most other ci t ies fel l  af ter 1g7g.- 20

The repor t ' s  open ing  paragraph s ta ted :

"The ana lys is  o f  these da ta ,  in  the  contex t  o f  some o ther  key  economic  var iab les ,
suggests to us that the Pit tsburgh tax reform, properly understood, has probably played a
signif icant support ive role in the economic resurgence of the cl ty."  (The report  did go on
to  s ta te  "We cannot  conc lude,  f  rom the  P i t tsburgh exper ience a t  leas t ,  tha t  such f i sca l
incent ives are in themselves capable of generat ing major urban renewal efforts,  but in the
general  Pi t tsburgh context,  i t  is our sense that they have played a support ing role for new
urban cons t ruc l ion . " )

Despite this qual i f  icat ion, the results were found to be signi f icant enough for copycat rat ing structures, ie
heavier rates on the si te,  less taxes on bui ldings, to be under implementat ion in Maryland, West Virginia,
New Hampshire and Cincinnat i .

The most recent study of Pittsburgh is of part icular interest. Austral ia's Steven Bourassa, at the ANU"21
used a genera l  econometr ic  model  o f  the c i ty ,  cover ing per iods where the laxes appl icable to
rmprovemenls were progressively lowered even further and shifted more towards the site. He found that:

" the improvement tax rate is a highly signi f  icant determinant of the amount of new housing
cons t ruc t ion  in  P i t tsburgh,  . . . . . .  a  1  per  cent  decrease in  the  improvement  tax  ra te  shou ld
result  in a 2.31 per cent increase in the dol lar value of new housing. This impl ies that a 5 per

cent decrease in the improvement tax rate, such as that which occurred at the beginning of
1 9 8 3 ,  r e s u l t e d  i n  a b o u t  a n  1 1 . 6  p e r  c e n t  i n c r e a s e  i n  t h e  d o l l a r  v a l u e  o f  n e w  h o u s i n g
cons t ruc t ion .  G iven the  mean month ly  amount  o f  new hous ing  cons t ruc t ion  dur ing  the
study period ($1 076 042),  this would represent an/ increase in construct ion act iv i ty of about
$125 000 each month  ( in  January  1978 do i la rs ) . "

The study was consistent with other previous f indings that changes in property tax rates may lead to shi f tsI

I  
in the locat ion of households. Bourassa's study noted, importani ly,  that:

"given the results of this study, s i te rat ing seems to be a desirable strategy for central  c i t ies to
e m p l o y  i n  s e e k i n g  t o  e n c o u r a g e  d e v e l o p m e n t  a n d  a t t r a c t  h o u s e h o l d s .  B e c a u s e
households are relat ively mobi le within metropol i tan areas, s i te rat ing may permit  centralci t ies
lo attract households that would otheruvise locate in nearby suburban jur isdict ions."

P i t tsburgh has  cons is len t ly  been ra ted  Amer ica 's  most  l i vab le  c i ty ;  i t  reputed ly  has  the  most  a f fo rdab le
hous ing  in  the  US.

t
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I
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20 lb id
z t  Land Va lue  Taxat ion  and

Bourassa l . -rRU \,Vorr. i r rg ptper
Soc ia l  Sc iences .

Hous ing  Deve lopment  fo r  Three C i t ies
N o .  1 3 ,  J u n e  1 9 8 9 .  A u s t r a l i a n  N a t i o n a l

in  Pennsy lvan ia ,  S teven C
Univers i ty  Research  Sc i rco l  o f
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A  s i m i l a r  e t l e c t  o l  t h e  p r o p e r t y  t a x  h a s  b e e n  m e a s u r e d  i n  H a w a i i  P o l l o c k  a n d  S h o o p '  ( 1 9 7 7 ) ' 1 1

pedormed the  s tudy  in  Hawai r  to  es t imate  lhe  e{ fec t  on  cap i ta l  in tens i ty  o f  u rban land deve lopment  o l  a

reduc t ion  in  the  ra te  on  improvements  accompan ied  by  an  inc rease in  the  tax  ra te  on  land va lue ,  w i th  to ta l

p roper ly  tax  revenues he ld  cons tan t '

As the report  noted, Hawai iwas a good place to study since

The Pol lock and Shoop study concluded that:

,1he t indings ot this study lend tentat ive support  to the view that a shi f t  f rom general  properly

taxat ion toward (si te value) can have a signi f icant impact on the degree of capital  intensi ty of

imorovement lo land., ,  And whi lst  i t  was acknowledged and readi ly seen that "at higher interest

ra tes ,  p roper ry  taxes  cons t i tu te  a  smal le r  p ropor t ion  o f  the  to ta l  cos t  o i  cap i ta l '  and  thus

reduct ions in the tax rate would have a relat ively smal ler ef fect on investment,"  nevertheless'

, ,el iminat ion of the tax rate on improvements would increase the long run equi l ibr ium investment

in improvements by a maximum of 25 per cent '"

I
I
I
I

" lhe  precond i t ions  to r  an  empi r i ca l  es t imat ion  o f  a  rea l  es ta te  revenue produc t ion  func t ion

appear to have been sai ls l ied in the case of tour ist  hotel  developments in waikik i  in the 1965 
II

t o l g T 3 p e r i o d . A n H a w a i i a n t o u r i s t b o o m i n t h e l g 6 0 ' s s t i m u l a t e d a b o o m l n n o t e I

construct ion in the pr imary tour ist  dest inat ion area of waikik i '  s ince the waikik i  " is land" is a 

t
relat ively smal l  and wel l  de{ ined area of about one square mi le in size, the si te character ist ics I

under  the  new hote ls  a re  re la t i ve ly  homogeneous" " " 'Moreover '  the  Hawai i  g raded proper ly

tax  aSsessment  p rocedure ,  in  wh ich  accura te  assessment  o f  land  and improvement  va lue . is  
t

required, mat(es avai lable a signi f icant amount of rel iable empir ical  cost and revenue data for '

the outside analvst." 
If

I
I
t
I

Though the study noted i ts own l imitat ions; "only one part icular form o{ improvement '  in one locat ion" was

examined,  the  resu l ts  a re  cons is ten t  w i th  o ther  s tud ies ,  no tab ly ,  Gr ie rson,  (1g7q '23  who '  in  an  en t i re ly

di f ferent approach, est imated that a total  el iminat ion ot the propeny tax on improvements would increase 
t

the supply of slructures by 23 percent'  af
!

other studies arso report resurts support ing the use of site varue in preference to taxing improvements'

inctuding Di  Masi ,  (1987) ,  Fol la in  and Miyake (1986) ,  and Brueckner '  (1986)  Some other  repons or  
I

studies however, nave concruded an opposing view. Earry r i terature, Heitbrun, (1966,) woodru{fe anc

Ecker-Rasz,  (1969)  bet ieved they could i ind l i t t le  ev idence that  s i te  va lue measurably  af fected 

I
development .  s t i l l  o thers,  see for  example Bent ick (1982) ,  Mi l ls  (1982) ,  or  Eckar l  (1983)have suggestec

site varue may have an earry ,,pay o{f , ,  stream, but inducing deveropment that is too early'  with less

intensive development in the long run' I

,,.:'.],'ffl;:,T,.::.il.'.l:1',i::i"::-,":tiffJili lXwi" 
stimurate deve'opment o{ some sort 

t
� S h o u p , 1 9 7 7 , T h e e f f e c t o f s h i { t i n g t h e p r o p e r 1 y t a x b a S e l r o m
inrprovement  va lues  to  land va lue ;  an  en tp i r i ca l  es t imate '  Land Economics  53 ;p  67-77

: :  Gr ie rson,  Rona ld  E  19 ; ,1  The economics  o f  p ropeny taxes  and land va lues ; t l - r r ;  e las t i c r l y ' c i  :upp ly

s t ruc tu res .  Journa lo f  Urban economics  1  (Oct ) ,  p  367-38 l  
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i n  New York ,  Lower  Manhat ten  proper ty  o ivners  came up w i th  an  in le res t ing  proposa l  in  1995.  Faced w i th

ther r  sur rour rc j ing  c i ty  a rea  dy ing ,  a  so lu t ion  had to  be  lound.  Manhat ten 's  p rob lems are  l i ke  most  c i t ies ,

vacan l  b t r i ld ings ,  un le t tab le  bu i ld ings  use less  to  modern  l inanc ia l  corpora t ions ,  and in  the  New York  case,

no  s iqn i f i can t  new bu i ld ings  bu i l t  in  decades.  Lower  Manhat tan  proper ty  owners  op ted  io r  a  se l f  imposed,

vo lun tary  p roper ty  tax  o f  $US 9  a  square  foo t ; the  money ra ised to  be  used fo r  ex t ra  serv ices  l i ke  san i ta t ion ,

garbage removal,  securi ty and general  promotion. l t  is hoped that this wi l l  rel ieve vacancy rates in the area

and ul t imately of course l i f t  returns for propelty investors.

I  lmporlant ly,  Amsterdam, New York, has just gone over to a two rate property tax, the Jirst  t ime ever in New

t  , , ' ) A
Y O r K  t t s e i l  - -

t  Property tax theory suggests also that not only should the quant i ty of housing increase with a reduct ion in

the  tax  on  rmprovements ,  bu t  tha t  the  qua l r ty  o f  hous ing  shou ld  r i se  a lso .  Research  is  tend ing  to  suppor l

t h e o r y  T a n z e r ,  ( 1 9 8 5 ) 2 5  s h o w s  e m p i r i c a l l y  t h a t  a  g i v e n  p e r c e n t a g e  r e d u c t i o n  i n  t h e  t a x  r a t e  o n

improvements leads to the same percentage increase in quant i ty as in qual i ty.

One study in part icular in 1972,f  rom the Urban Land Inst i tute, Washington,26 emphasised the role of s i te

rat ing in urban renewal by looking at Sydney. The report  even went as far as comparing the Sydney CBD

which  deve loped under  s i te  ra t ing ,  w i th  tha t  o f  the  Melbourne CBD,  wh ich  deve loped by  tax ing

imnrnvpmpnts The s{gf ly is reveal ing and Sydney proved a useful  case study. The Washington report

found si te rat ing to be "an inf luent ial factor ai fect ing the Iand use pattern of the ci ty (Sydney)."  In reviewing

the evidence, the report  concluded:

"redevelopment is part  of  the supply response to an increased demand for bui lding space in a

ful ly bui l t  up area. The si te rate st imulates a more rapid and eff ic ient redevelopment process by

inr:re aqinn the avai labi l i ty of  s i tes for redevelopment and by encouraging the use of the most

suitable si tes f i rst .  l t  does this by accelerat ing the transi t ion of marginal properl ies to the status of

economic  redeve lopment  s i tes . . . . . l t  p romotes  an  ac t ive  marke t  in  redeve lopment  s i tes  wh ich

assists land assembly and promotes an expanded role for the larger mult i  project developer and

inves tors  in  the  redeve lopment  p rocess . "  And wh i ls t  no t ing  tha t  there  ex is ted  many o ther

reasons  fo r  the  d i f fe rences  be tween Melbourne and Sydney,  "some ev idence was a lso

assembled wh ich  ind ica ted  tha t  s i te  ra t ing  encourages  the  concent ra t ion  o f  redeve lopment

ac t iv i t y . . . . . the  Sydney o f f i ce  node is  more  un i fo rmly  deve loped a t  a  h igh  in tens i ty  than is  the

Melbourne node. "

Wi th  the  adopt ion  o f  s i te  va lue  in  Me lbourne,  the  ev idence rev iewed here  s t rong ly  suggests  p ropeny

developers and investors could look forward to increased construct ion levels and higher returns. l t  is

probable also that with such a change, the pressure would be taken off  the often (community perceived)

undes i rab le  deve lopment  o f  o ther ,  more  inappropr ia te  s i tes .

24 U.S. enabl ing legislat ion al lows a sl id ing scale approach to the properly tax, whereby the tax can be any
set  p ropor t ion ,  some on the  bu i ld ings ,  some on the  s i te ,  rep lac ing  what  used 10  be  the  tax  {u l l y  0n  to ta l
cap i ta lva lue .  Hence the  te rm adopted  o f  " Iwo ra te" .
2s  E l len  Tanzer ,  The e l fec t  on  hous ing  ou l l t t y  o f  reduc ing  the  s t ruc tu re  tax  ra te .  Academic  Press .  1985.
. ru  Archer ,  R  V/ .  1972,  S i te  Va lue  l : rxa l ion  in  Cent ra l  Bus iness  D is t r i c t  D ; ' . ' e lopment ,  Syc iney  Aus t i : l i a .
U L . l  research  repor l  19 ,  Urban land lns t r tu te ,  Wash jng lon .
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l l  n o t h l n g  e l s e ,  s u c h  s t u d i e s  c l e a r l y  s h o w  t h e r e  t o  b e  s o m e  c o m m u n i t y  w i d e  e f f e c t s  i n  c h a n g i n g  t h e

n r o n e r l v  t a x ' s o m e t h i n g  t h a l  i n  V i c t o r i a  o u g h t  t o  b e  f u l l y  r e s e a r c h e d  a n d  d o c u m e n t e d  I n  f o r c t n g  l o c a l
Y ' v Y v '

Government  in  V ic to r ia  to  change to  C lV,  the  Sta te  Government  has  no  idea o f  the  d i rec t ion  and e f fec ts

tha t  w i l l  resu l l .  Research  is  u rgent ly  requ i red ,  par t i cu la r ly  in  one area ,  as  fo l lows.

The most recent Victor ian land tax review found that current ly around 65"k of the land tax is paid by

companies. A computer model led move to a land tax base of land plus improvements, ( termed in the report

Cap i ta l  lmproved Va lue) ,  wou ld  have sh i { ted  the  burden o f  taxa t ion  even more  to  commerc ia l  and

manufactur ing propert ies.2T CtV ral ing at local government level may do the same. l l  is possible therefore

that Victor ian manufacturers wi l lpay lower rates in 1996, but also pay a greater burden of the totalcol lected.

At t  p roper ty  tax  s tud ies  no te  d is t r ibu t iona l  e f fec ts .  Cudd ing ton ,2B 1 tS7B)  conc luded h is  s tudy  by  say ing

that "a careful  consideratron of the incidence of the exist ing property tax is essent ial for accurate est inrat ion

of the distr ibut ional eJfects of property tax reform."

. t  FleviLl \ , fv/  ct  Land Tix, \ / ic lor. ia p 152.
?e  John T  Cudd ing ton ,  Es t ima l ing  lmpacts

1 978.
ot a property tax reform. Land Economics, 54, Auc;L.. :s i
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Q u e s t i o n s  f o r  w i d e r  c o m m u n i t y  d i s c u s s i o n  a n d  d e b a t e .

This  repor t  has  h igh l igh ted  a  number  o f  fundamenta l  i ssues  re la t ing  to  mun ic ipa l  ra t ing .  Many woutd  be

sut tab le  fo r  communi ty  debate  on  ra t ing  as  an  aree  o f  pub l i c  po l l cy .  Perhaps  these issues  cou ld  be

summar ised as  fo l lows:  (su i tab le  ques t ions  fo r  d iscuss ion  have been h igh l igh ted ;

R e s o u r c e  e f f i c i e n c y .

S h o u l d  m u n i c i p a l  t a x a t i o n  b e  u s e d  t o  p r o m o t e  e f f i c i e n c y  i n  r e s o u r c e  a l l o c a l i o n  ?

The present  s ta te  government 's  focus  has  been on  mak ing  s ta te  taxes ,  s ta te  in f ras t ruc tu re ,  s ta te  u t i l i t y

pr ic ing and no doubt local government amaigamations, at tract ive to business to encourage state growth l f

this is accepted as a worthwhi le object ive, then should not municipal  taxat ion also be seen in the same

l ight ?

For example, in 1995, the State Government released i ts "Living Suburbs" pol icy paper,  "For Metropol i tan

Melbourne in to  the  21s t  cen tury" .  In  th is  document ,  on  page 56 ,  the  government  c lear ly  ou t l ines  i t s

commitment to:

" improve the  management  o f  Me lbourne in f ras t ruc tu re  and urban deve lopment  by

encouraging the more eff ic ient use of land and infrastructure and greater housing choice,

encourage redevelopment in areas with underused infrastructure capacity,  and integrate

land development with transport  systems. part icular ly at major l ransport  nodes and act iv i ty

c lus te rs" .

On the  ev idence presented  here ,  such a  po l i cy  i s  incompat ib le  w i th  counc i l s  ex tend ing  the  use  o f  CIV

ra t ing .  CIV may u l t ima le ly  undermine these good in ten t ions .  As  "L iv ing  Suburbs"  no tes  fu r ther ,  on  page

5 8 :

"Melbourne has  an  abundant  supp ly  o f  undeve loped bu t  eas i l y  serv iceab le  u rban land w i th

scope to accommodate populat ion growth in establ ished areas. There is no need to earmark

extra land lor urban DUrooses in the foreseeable future. What we do need is a more sensible
^ ^ ^ / ^ - ^ h  t ^  , ,apptvavtt  p using the tand we already have." (Emphasis added.)

Research  suggests  mun ic ipa l  taxa t ion  w i l l  in l luence such an  ou tcome.
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R a t e p a y e r  c h o i c e .

H o w  s h o u l d  t h e  r a t i n g  b a s e  f o r  e a c h  m u n i c i p a l i t y  b e  d e c i d e d  ?

T h e  r : h a n n p  t o  C I V  r a t i n g  i n  V i c t o r i a ,  d u r i n g  t h e  c o u n c i l  a m a l g a m a t i o n  p r o c e s s ,  w a s  l a r g e l y  S t a t e

Government dr iven. Many quest ions could be asked about this process. For example, should ratepayers

be ab le  to  democra t ica l l y  choose,  th rough an  appropr ia te  fo rum,  the  sys tem o f  ra t ing  they  lee l  i s  most

appropr ia te  to  the  c i rcumstances  o f  lhe i r  loca l  government  a rea  ?  Or  shou ld  the  counc i l ,  th rough i t s

counc i l lo rs  as  democra t ica l l y  e lec ted  and po l i t i ca l l y  respons ib le  c i t i zens ,  dec ide  Jor  them ?  Or  indeed,

shou ld  the  Sta te  Government  choose ?

Shou ld  counc i l s  invo lve  themse lves  in  educat ing  ra tepayers  to  the  purposes  o f  ra t ing ,  express ing  to

ra tepayers  the  argumenls  f rom a l l  po in ts  o f  v iew to  fac i l i ta te  ra tepayer  cho ice  o f  the  bes t  sys tem o l  ra t ing  as

raleDavers see f i t  ?

Economic analys is  of  counci l  proper ty  and va luat ion databases.

To ass is t  w i th  research ,  how can counc i l  da ta  on  proper ty  and va lua t ions  bes t  be

made ava i lab le  ?

Th is  repor t  has  d iscovered tha t  in  pas l  years ,  counc i l s  appeared most  w i l l i ng  to  ass is t  economic

researchers in analysing their  own counci l  property and valuat ion database. Indeed, much of the histor ical

research  undedaken,  and documented here in ,  cou ld  no t  have been done w i thout  counc i l  ass is tance.

Recent enquir ies to counci ls,  by this author,  in an effor l  10 repeat some of the much earl ier research, have

not been wel l  received. A proper and current economic analysis of such data would at the present t ime

prove most benef ic ial  and should be done. This would serve as a useful  fol low up to this report  and help

clear up a good deal of  community misunderstandings about rates.

Year l y  va lua t i ons .

Shou ld  V i c to r i an  counc i l s  be  requ i red  to  va lue  p rope r t y  annua l l y  ?

Victoria has been extremely slow to move to an annual System of valuations, as done now by most other

Austra l ian s tates.  These states do not  seem to f ind the exerc ise of  year ly  va luat ions addi t ional ly

cumbersome.  For  an ef fect ive ly  funct ion ing,  modern rat ing system, year ly  va luat ions of  proper ty  are

absolutely essential.  This would overcome many of the problems for which so many legislat ive changes

were made to our rating system in the f irst place.
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H o w  s h o u l c j  t h e  c o u n c i t  d e t e r m i n e  e q u i t y  ?

I

l

I
I

An ana iys is  o l  h is to r ica l  records  o f  counc i l  da ta  f rom var ious  sources  re ,zea led  the  fo l low ing  pa t te rns  o f  who

I  bears  the  ra te  burden genera l l y  under  the  d i f {e ren t  sys tems.  Four  examptes ,  f rom h is to r ica l  counc i l
I  . , ^ ^ . A ^  ̂r e c o r o s ,  a r e  q t v e n .

I  Example i )  Brunswick, 1922-
When Brunswick  went  to  s i te  va lue  in  1922,  ra tes  on  vacant  p roper t ies  went  up  an  average o f  3009/ "orso .

I  Specu la to rs  began un load ing  a lmost  immedia te ly .  A t  one subsequent  auc t ion .  Oc lober  1925,86  lo ts  so td
Ir  in  n ine ly  seven minutes .  Over  1500 peop le  repor ted ly  a t tended the  sa les .  The c lass  o f  p roper ty  tha t  pa id

In ta ror  re rog  under  s i te  va lue ,  and the  percentages ,  were  res ident ia l  p ropen ies ,  T5%,  shops  45o/ " ,I
I  

indus t r ia l  p roper t ies  67%,  ho le ls ,  banks  and warehouses  607o,  vacant  land ,  zero .  In  th is  example ,  a
majort ty of almost al l  categories of property users, except vacant land. paid lower rates under si te value.

t  Example  i i )  Moorabb in ,  1946

This suburb changed to si te value in 1947. Total  rates payable on vacant si tes, two years before and after
the change were as fol lows,

1 945 [5 599 vacant land, total  rates paid under NAV

1946 t5 387 vacant land, total  rates paid under NAV
1947 t19 299 vacant land, total  rates paid under si te value

1948 t23452 vacant land, total  rates paid under si te value

I ln this example, one can again observe the distr ibut ional ef fect of  di f ferent rat ing systems.

I

I  Example  i i i )  Camberuve l l  counc i l  da ta ,  1944, lo r  res ident ia l  p roper t ies .
I

Properly value range % paying lower rates under site value
e 400-900 79.2

n  n ^ r  i 6 - n
L  Y U r - r J c u  b d . 5

E  1 3 5 1 - 2 0 0 0  6 8 . 5

|  2 0 0 1 - 3 5 0 0  8 4

t  3 5 0 1 - 5 0 0 0  7 3 . 5

f  5001 and above 41

I  
For  Cambenrve l l  a t  th is  t ime,  lh ree  quar te rs  o f  a l l  home owners  pa id  less  under  s i te  va lue ,  the  leas l

t  expens ive  homes benef i t ing  more  lhan o thers ,  on  average.

I

I

t
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I

I
K o r u m b u r r a ,  a  r u r a l  s h i r e ,  a d o p t e d  s r t e  v a l u e  i n  1 9 6 3 , 3 2 1 1  v o t e s  t o r , 2 B 5 z  v o t e s  a g a i n s t .  T h e  c h a n g e  i n

the rate burden distr ibut ion was that 62"/ .  of  {arms had a rates decrease. (These being the most highly F

improved farms.) In Korumburra township ,87"/"  of  housing had a rates decrease, averaging 3B%. Of the I

commercial  propert ies, 26 in number got a rates decrease, 64 by number a rate increase, again {avouring

the  most  h igh ly  improved bus inesses .  For  the  2"12  ho ld ings  o f  vacant  land ,  ra tes  went  up  w i thout  I
I

except ion. In total ,  the rates col lect ion from such vacant si tes doubled.

Onr :p  en : in  wp can observe  tha t  under  a l l  ca tegor ies  o f  p roper ty  uSe,  except  vacant  land  owners  and I

ho lders  o f  subs tan t ia l l y  underdeve loped proper l ies ,  a  ma jor i t y  o f  ra tepayers  pa id  lower  ra tes  under  s i te  E_
value. These results of course showed up in ratepayer vot ing patterns. 

I

Example  iv )  l (o rumbur ra  sh i re ,  1963

The d is t r ibu t iona l  e f fec t  o f  the  ra tes  burden has  probab ly  changed l i t t le  over  t ime,  and wou ld  be  rough ly

simi lar today. This would be an interest ing tol low up exercise. The quest ion of equity often depends upon

one's perspect ives. The quest ion of who bears the rates burden is a pol i t ical  one.

I

]r
I

R a t e  e x e m p t i o n s .

S  h  o u  l d  a l l  i n c o m e  P  r o d u c  i n  g

notw i ths tand ing  tha t  the  owner  may be

rates ?

I
p r o p e r t y ,  r e g a r d l e s s  o f  t h e  o w n e r ,  a n d

a  cha r i t ab le  i ns t i t u t i on ,  be  sub jec t  t o  mun ic ipa l  

I

At present,  a signi f icant number of Victor ian propert ies are exempt from rates, in part icular government

propeny and chari table organisat ions. This is another equity issue, and is not iced most in municipal i t ie,  
-

where there is a lot  of  crown land, {or example Orbost,  and also in the Melbourne CBD, where government I
owned property is rate exempt, forcing a greater burden upon other businesses. I

Melbourne ' s  own  "economic  d i v i s i on "

rf

I
Melbourne 's  weslern suburbs now rate exc lus ive ly  on ClV.  Our  eastern suburbs

ra te  mos t l y  on  s i t e  va lue .  l s  t h i s  a  ra t i ng  s t ruc tu re  Me lbou rne  shou ld  be  happy  w i th  ?

Woufd the western suburbs at t ract  su i tab le devetopment  i f  the area was on s i te  va lue ,  J

The pattern of local government surely needs lo evolve to meet present and future community needs.

Amalgamat ion  in to  s l ronger  un i ts  was probab ly  inev i tab le .  However ,  Me lbourne 's  west  con t inues  to  tax

bu i ld ings ,  our  eas tern  and nor thern  areas  cont inue to  ra te  the  s i te  on ly .  The new ra t ing  s t ruc tu re ,

geographical ly,  is not dissimi lar 10 that which i t  replaced.

pase 28 
I

I
I
I

I



I
I
I
I
I
I
I

I
I
I
I
I

I
I
I
I
I
I 

tase 2e

I

A r n r m o n t c  f n r  e n c . |  a n : i n q l

Who pays  more ,

A p p e n d i x  I

rat ing systems
r a r h n  n e r r c  l o q c' ' ' , " 1 " * . /



The proponcnts  o l  s i te  va lue  genera l l y  a rgue tha t  s i te  va lue  ra t ing :
-  pena l ises  those proper ty  owners  who keep land ld le ,

-  t axes  no ten l i a l  l and  r r cp  pneo r  r rao ino  the re fo re  t he  vacan t  b lock  owner  t o  bu i l d ,  and  tot u ^ v J  v v t v '  s y , r , y  t '

bu i ld  a  house o f  s ign i f i can l l y  g rea le r  va lue ,  w i thout  be ing  pena l ised  by  counc i l fo r  do ing  so ,

-  taxes  on ly  the  "unearned"  inc rement  in  land va lue ,  i t  does  no t  tax  the  hard  work  o f  home

owners who bui ld their  home out of al ter tax income,

-  takes  in to  account  the  source  o i  income,  v iz ,  l rom land or f rom labour ,

-  dopq no t  se t  ne inhhnr r r :ne ins t  ne ioh l - lour .  ln  the  same res iden l ia l  s t ree t ,  most  res idents
v v u J  I  e v q r i l J (

wi l lpay  the  same ra te ,  i l  the i r  b lock  is  rough ly  o f  the  same d imens ions ,  as  i s  the  case in  most

suburban areas,

-  i s  imposs ib le  to  avo id ,  land  is  s imp le  to  va lue ,  and cannot  be  h idden.  Counc i l  va luers  a re

not  requ i red  to  en ter  the  home to  examine improvements  to  ascer ta in  the  va lue  fo r  ra t ing

purposes .  The va lua t ion  process  is  unobt rus ive ,  seamless  and works  in  the  background,

- Counci l  services suppl ied to each block are exact ly the same, whether used or not,

-  and the owner o{ a newer home wi l l  probably have a smal ler abi l i ty to pay rates, especial ly i f

the property is recenl ly mortgaged.

Proponents  o f  CIV wou ld  a rgue tha t  CIV ra t ing :

-  more accurately ref lects "abi l i ty to pay".  CIV therefore takes no account of the source of

income, ie from land or capital ,

-  laxes  heav ies t ,  the  most  h igh ly  deve loped proper t ies :  lhe  more  deve loped proper l ies

having an increased abi l i ty to pay,

-  col lects a better proport ion of rates from f lat  or uni t  owners,

-  taxes  ac tua l  land  use,  lak ing  no  account  o f  the  land 's  po ten t ia l  use .  l t  i s  suggested  tha t

this taxes the distr ict  in accordance with i ts growth, to the benef i t  of  exist ing ratepayers,

-  provides a readi ly assessable, and more widely underslood concept of rat ing,

-  Counc i l  serv ices  used by  each b lock  are  d i f fe ren t ;  there fore  a  la rger  house is  l i ke lv  to  use

more  counc i l  senr ices  CIV equates  th is  d i f fe rence to  the  ra te  pa id  fo r  serv ic ;es  rece i ' , ' eC

I
I
I
t
I
I
I

0l
I
I
I
I
I

I
I
I
I
I
I
I

n r n o ' l f )



I
I
I
I  When s i te  va lue  ra t ing  is  the  sys tem in  opera t ion ,  the  fo l low ing  c lasses  o f  ra tepayer  genera l l y  pay  more

I 
-  vacant land holders
-  any  s r tes  w i th  deve lopment  po ten t ia l

I  -  p roper t ies  w i th  a  h igher  land to  bu i ld ing  ra t io .
I

T h o  f n l l n r r r i n n  n o n o r e l l r r  n e r r  l o c c '

I
I  

-  ex lens ive ly  improved propen ies  on  smal l  s i tes
- owners of f lats and units
- ratepayers working in off  ice sui tes
-  c l ' r n n n i n ^  ^ o n l r d  l e a S g g s

-  propert ies with a higher improvement to land rat io.

I
I  When CIV is the rat ing system in operat ion, the quest ion of who pays more and who pays less is general ly

lhe reverse of that above.
I
t

I
I

I
l
I
I
I
I

^ - ^ ^  t 1



A p p e n d i x  l l

A l - . ^ ^ ^ n n  + ^  \ / ; ^ + ^ r i ^ ' e  r a l n  h a c n
u l l d l l g u S  L U  v  l u l . u i l d .  5  l d l . E  u a J U

,

t

n r n o  a 9



I t , 4L t  n r r : r oa l i l v

C a u l l i e l d

Coburg

Dandenong

Esse ndo n

Newtown

Port land

Oakle igh

Yea

Brunswick

Camberwell

^ L ^ t ^ ^ ^

Mordia l loc

Sandr ingham

Hami l ton

Box Hi l l

E ^ ^ r ^ ^ , - , ,

Moorabbin

Northcote

P reston

Kew

Brig hto n

Ech  uca

Y ea r

1 9 2 0  3 1 6
' i  969  319
1 9 8 5  3 1 9

1 9 2 0  3 1 6

1 9 2 0  3 1 6

1 9 2 0  3 1 6

I Y Z V  J  I D
' 1978  319

1 920 317
1 9 6 8  3 1 9

1 9 2 0  3 1 6
1 o q e  Q 1 0

t Y z l  J l o

1 9 4 5  3 1 9
1 9 8 5  3 1 9

1921 317
'1  951  319

t Y z z  J l o

I Y J Z  J I Y

t v z z  J  t o

1 9 7 0  3 1 9

1 9 8 5  3 1 9

1 0 r A  e 1 - 7

1 9 3 1  3 1 9

1944 317

t Y . + o  J t I

1 946 317

t v 4 0  J t l

1 946 317
1 9 5 0  3 1 9

'1946 317

1947 317
1 9 s 1  3 1 9
1  975  319

1 948 317

1 9 4 S  3 1 6

S e c t i o n  S v s t e m  o f  R a i i n g
: - '  i  -  .  . , :  .  r

Formal
:r.r  l ' ,1

V O I E S
f . , - .  i l , , /

f"-age
f i l i l  ; l r  . j  ,

I

NAV SV
SV Shandy
Shandy I 'JAV

NAV SV

NAV SV

NAV SV

NAV SV
SV Shandy

NAV SV
SV NAV

NAV SV
SV NAV

NAV SV
SV NAV
SV NAV

NAV SV
SV NAV

NAV SV
SV NAV

NAV SV
SV Shandy

NAV SV

NAV SV
SV NAV

NAV SV
SV NAV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV
SV NAV

NAV SV

NAV SV
SV NAV
SV Shandy

NAV SV

NAV SV

a \ /

Shandy
NAV

SV

q \ /

a \ , /

SV

c \ /

NAV

e \ /

SV
a \ /

SV

e\ /

SV

SV
SV

SV

Q \ /

c \ i

J V

NAV

J V

NAV

e \ /

NAV

a \ /

f'lo poll
No pol l
No pol l

No poll

632 137 799 79

No pol l

No poll
1245 806 2051 61

197 76 27s 72
3444 3594 7038 49

No pol l
1281  244  1s25  84

No poll
|  / o  I  J 6 /  Z J 4 6  t C

14426 10278 24704 58

318 220 538 s9
1072 s02 1574 68

239s 2107 4502 s3
4120 1794 591 4 70

J J Y Y  Z O O Y  O U O d  C O

21890 13787 35677 61

No Pol l

809  509  1  31  I  61
10026 4903 14929 67

2284 2098 4382 52
3069 1737 4806 64

d  t J  o t t  t 4 4 u  3 0

3378 2708 6086 56

Not avai lable

3384 2159 s543 61

7408 5626 1 31 34 s7
6687 681 5 1 3502 50

/ z o z  J a z I  t u / o v  o /

3202 2996 6198 s2
6027 5348 1 1375 53
6206 2999 9205 67

Not avai lable

No poi l

D - ^  a a



M u n i c i o a l i l ' r  Y c a r

Col l ingwocd 19.19

Frankston 1 949
1 953

He ide lbe rg  1951

Ringwood 1 951

Be l l a r i ne  1952

Nunawading 1952
1  986

t A / ^ ^ ^ ^ , - * ^  I  n t r aY V d f  r g d r a r r o  I  J J a

1  956

Woorayl  1952

South Barwon 1953

E l tham 1954

Sa le  1954

Warrnambool 1954

Cast lemaine 1955
1 967

Malvern 1955
t v b  I

1 986

Spr ingva le  1955

Broadmeadows '1 956

Mi ldu ra  1956

Waver ley 1956

Ke i l o r  1957

Swan Hi l l  1957

Trara lgon Shire 1957

Wodonga 1957

Ararat  1958

Bena l l a  1958

Daylesford 1958

Moe 1958

S t .  A rnaud  1958

W o n l h a o c r  I 9 5 3

Q c n l i n n  Q i r c t o n r  r i  - - ' t ,' - l  - . .  , ,  .  . , , , 1 t
f , , : _ : _  a . -  - - , ,

Fornra l  vo les
. a - .  :

, 'o-ag e

I

I
I
I
I
I
I

I
I
I
I
I

I
I
I
I
I
I
I

J l /

J t /

3 1 9

J t /

J t /

n 1 - 7

J t /

J Z I

J  t o

J t /

317

J t /

1 1 - 7

a l l

J t o

.1.1 7

n  1 ' 7

3 1 9
3 1 9

J  l o

a l l

4 1 7

J t /

J l /

J t /

J t /

J t /

J t o

e 1 7

J t /

J t /

J t /

, ) i

NAV S\/'

NAV SV
SV NAV

NAV SV

NAV SV

NAV SV

NAV SV
SV NAV

NAV SV
NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV
SV NAV

NAV SV
SV NAV
SV NAV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV SV

NAV S ' .

NAV

e \ /

a \ /

a \ /

a \ /

NAV

e \ /

a \ /

NAV
a \ /

NAV

J V

5 V

SV

a \ /

J V

e \ /

e \ /

5 V

J V

SV

a \ /

J V

NAV

Q \ /

NAV

a \ /

l l o t  ava i l ab le

2517  1175  3692  68
3112 233s 5447 57

t + t t  |  / J d z  t | S Y J  b o

1  905  1  396  3301  sB

I 'Jot  avai lable

5801 4033 9834 59
33691 11221 44912 75

No t  ava i l ab le
z t t J  f , l u  z a z J  6 l

Not avai lable

3023 2284 s307 57

341  B  3128  6546  52

1 932 736 2668 72

N l n  n n l l
'  r v  l ! / v ' l

1  860  1175  3035  61
3484 1267 4751 73

1 1758 6339 1 8097 65
z 3 0 u l  t u t 4 u  J f , d z l  / z

13951  4005  1  7956  78

No Pol l

s575 1743 7318 76

4 0 l Y  t z l o  J 6 Y f ,  / 6

'10735 23A2 13037 82

3 9 4 8  1 1 5 s  5 1 0 3  7 7

1 032 668 1 700 61

2620 2323 4943 s3

l J 4 J  6 / /  l t Z Z  O l

Nr^ ̂^l l

2067 s1? 2579 80

Not avai lable

1784 876 2660 67

Not avai lable

, t - :  -  J  t . - 1 .

P rc,:  f  '1



Munrc ; rpa l r ' l y  Year Sect ion  Sys tem o f  Rat ing
B c f c r e  P r c r i : , : , . i  F e s u i l

Bar rnsda le  1959  317  NAV SV NAV

D'casler  T 's towe 1959 317 NAV SV SV

Mal f  ra 1959 317 NAV SV NAV

lr ,4: ruhnrorrnh 1q59 317 NAV SV SV

Stawel l  1959 317 NAV SV SV

Mc lvo r  1961  317  NAV SV SV

Tal langatra 1961 317 NAV SV SV
1971  319  SV  NAV SV

1 9 6 1  3 1 6  N A V  S V  S V

1962 317 NAV SV NAV

1963 317 NAV SV SV

Not avai lable

6492 6034 12526 52

Not avai lable

2399 1174 3373 67

'1818  777  2595  7A

635 385 1 020 62

1 302 1 034 2336 s6
713  388  1  101  65

No pol l

Not  avai iable

81s2 6203 14355 57
15040 9950 24990 60
321 1 2859 6070 53

No poll

1 0949 6506 17455 63
No poll

Demand for  a pol l  f  rust rated

Not  avai lable

17432 'r '1 s83 2901 s

Not  avai lable

1 061 7 5621 1 6238

Not avai lable

2340 1594 3934

Not avai lable

2408 2014 4422
2s1 5 844 33s9

2649 1437 4086

338 31 1 949

735 646 1381
1147 564 1171

1 0s3 684 1737
2358 509 2867
2682 2010 4692

1 0495 1 1 683 22178

1  21  6  1  1s t  ?374

Formal  vo tes
For  S , i  l l c l  S \ /  To t : t t i o r  S V

I 1968  319  SV  NAV SV
Korumburra 1963 317 NAV SV SV

Diamond Val ley 1964 316 NAV SV SV

South Melbourne 1964 317 NAV SV SV
1978  319  SV  ShandY ShandY
1981  319  Shandy  NAV NAV

Bacchus Marsh 1 965 317 NAV SV NAV

Traralgon

Hast ings

Croydon

Knox

Morwell

Sherbrooke

Sunsh ine

Cohuna

Healesvi l le

Kerang

Horsham

Ki lmore

Bun inyong

Orbost

Mel ton

Li lydale

Seymour

1965 317 NAV SV SV

1965 317 NAV SV NAV

1965 317 NAV SV SV

1965 317 NAV SV NAV

1967 317 NAV SV SV

1967 317 NAV SV NAV

1967 317 NAV SV SV
1967  316  NAV SV SV
(Note:  change of  boundar ies involved)

1969 317 NAV SV SV

1970 317 NAV SV SV

1971 317 NAV SV SV
1979  319  SV  NAV SV

1972 317 NAV SV SV
1 9 8 6  3 1 9  S V  N A V  S V
1973 317 NAV SV

1 979 31 6 NAV SV

1  981  317  t lAV  SV

NAV

a \ /

65

65

J I

53
6 7

O I

B2
5 7

5 i

t l . - - ^



i \ Jo le  a  s i l a rp  dec i . ease  tn  i i t e  l o i a i  nu t t ' t b i r ' o i  vo ta ' s ' r v l r i ch  may l  be  obse r , . , eo  rn : cn re  casas  l s

e l i n r i na t i on ,  i n  1969 ,  o f  mu l t i p l e  vo t i ng  based  on  p rope r t y  qua l i r i ca { rons .

Analysis

Sect ion of the Local Government acl  used to change the rates base.

S.316 Used 19  t imes, tha t  i s ,  on  19  occas ions ,  a  Counc i l  us ing  NAV reso lved to  go  to  SV.  On 5  o f  those
occasions, 10"/"  of  voters demanded a pol l ,  and on only 1 of those 5 was Counci l 's decision reversed.

S.317 Used 62  t imes: tha l  i s ,  on  62  occas ions ,  107"  o f  vo ters  under  a  Counc i l  us ing  NAV in i t ia ted  a
demand for a pol lwith the aim of moving to SV rat ing. In 48 of the pol ls,  a major i ty of voters voted for SV,
in 14 of the pol ls,  a major i ty lor NAV.

S . 3 1 9  U s e d 2 5 t i m e s ; t h a t i s , o n 2 5 o c c a s i o n s , a C o u n c i l u s i n g s V ( o r i n t w o c a s e s , a  s h a n d y )  r e s o l v e d

to go to shandy (5 t imes) or NAV (20 t imes).  On 22 ol  the 25 occasions, 10"/"  ot  voters demanded a pol l ,

and in 17 cases, reversed Counci l 's decision.

S. 321 Used Once, that is,  on one occasion (Nunawading, 1986) 10"/ .ot  voters in a municipal i ty using
SV ini t iated a demand for a pol l lo move to NAV. In the pol l the major i ty {or SV was75"/o, increased form

59% major i ty for s i te value in 1952.

P a : e  3 6
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