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slTE VALUE TAXATION As AN ALTERII,ATIVE To THE REAL PROPERTY TAX

C}IAPTER ONE

I NTRODUCT ION

A. PROBLEI.I

canadian citíesr major source of revenue, the real property tax

(based on land and buildings) continues to rise, yet the increasing

levels of real property taxation do not bring with them a commensurate

Ievel of services or equity. ln actuality, many areas of cities are

declîning, partícularly the central cores and city growth is haphazard

and inefficient.

Urban problems in Canada, particularly in the central areas of

canadian cities, have grown in magnitude over the past decade,

. central cíty cores are degenerating; properties are not being main-

tained. The contemplatíon of new construction is being held up as

old structures are allowed to run down, in this way receíving the

benefits of a property tax system which penalizes the new improved

structure whí le benefí ting old and run down bui ldings. Bui lders are

findíng it more and more díff¡cult to generate a return on their

new buildíngs.
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ln the first yeêrs of a buildingstexistence, because the current

real Property tox places sr¡ch a hiqh assessment on new construction,

Property tâxes eliminate a lerge share of re\.,enues comíng to a new

building. However, as a buílcjing grows old, the assessment value of the

building structure decreases rapidly. ln this way, oï^rners of buildings

are fínding it much more profitable to allow a buildíng to degenerare,

making no improvements to the stucture. By doing this they co not

íncur added taxes and íncrease the financial profitabil ity of theír
buildíng. This fact that the current real properry tax system benefíts

-the old and unmaíntained over ne!ì, bui ldings and the addition of

improvements to existing buildings means that canadian cíties, par-

ticularly in the central core, are deteriorating, urban renewal ís

being hindered, if not completely curtailed and the urban fibre of

Canadían cities is breaking down, being shredded by the penalties placed

on urban improvements by the current real property tax.

The current real property tax, because it penalizes the new structure,

and the more intense land use is a leading cause of the urban sprawl

which infects canadían cities today. ll/hy should one ut¡ l íze a site
intensively when one is penalized for such improvements? lt is far wiser

under the current system to under utíl¡ze a sí.te or even leave the land

fallow in the hopes that future land value will make the site more profit-
abl e.

It is the contention of thís thesis that the current real property

tax, which places its assessment on land and buildíngs, is a cause of

many of the urban problems that currently address canadian cities.
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B. HYPOTHES IS

Tha t the concept of s i te va I ue taxa t í on

levels high enough to maintaín the ci ty and

constructive tax base than the current real

would provide revenues at

provide a more equitable,

proPerty tax no'.{ in ef fect.

C" STATEHENT OF PURPOSE

The purpose of thís document is to outline major aspects of site
value taxatíon and to trace the history of the tâx from its development

by the political economist Henry George to the present day. Then to

apPly site value taxation in a case study of lJinnipeg and to cornpare

it to the cityts current property tax on grounds of équity, property

development, and land speculation.

D. STATE OF THE ART

The concept of site value taxâtion, aìso known as land value or

location value taxãt¡on, has been in existence for well over two

hundred years. First put forward by the French phflosophers known as

the |tPhys iocratsrr in the 1760,s and designated by them as the ,impot

unique[, the concePt was brought to the forefront of economic thought

in 1879 w¡th the publ ication of rtProgress and Poverty: An lnquíry into

the cause of lndustríal Depressions and of lncrease of l,Jant with lncrease

of lJeal thrt. This text wri tten by Henry George, an Ameri can newspaper

editor and political economíst, advocated the taxation of the unearned

increment which accrued to land, from the community at large. George

felt the táxation of land would allevíate poverty in Europe and North

America. George reconrnended the site value tax as a replacement for



page 4

all other tax forms. H¡s pol icies and proposals put forward ín his

wri tings, part¡ cularly 'rProgress and poverty", which sold more copíes

than any previous economic text, started a mass movement åmong the general

public; The Single Tax Movernent.

Though the movement gained general public support until the First
tJorld llar, it was never accepted by the economic fraternity and, therefore,
after the Fírst l'/orld !/ar, the movement and the concept of site value

taxation was pushed asíde and forgotten throughout most of North America.

A small Percentage of academicians and members of the publíc continued

to see George and his proposals as a víable alternative to certain

aspects of econcmic growth particularly in the urban ô,.eas. However

their influence and effect has, unt¡l recently, been minor. such

economists as Harry Gunnison Brown and Mason Gaffney have been proponents

of site value taxatíon; Foundations such as the Robert Schalkenbach

Foundatíon of New York have sponsored and financed research into Georgers

ProPosals and continues to publ ish his works. But in the class í fi catíon

of Heilbronerl, George is stíll relegated to the underworld of economists

and economi c thought.

Today with many public officials and urban experts questíoníng the

way urban growth is occurríng in North America, the relevance of site
value taxatíon as a possíble remedy to such problems as urban sprawl,

urban sìums and land speculation has been put forward. one major reason

that the current real Property tax has not been replaced in more locations

l. Heilbroner, R:L., Tþe t/orldlv phirosophers, New york, simon and
Schuster, 1972, p. 177.
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in North America is due to a lack of research on site value taxation which

could be used to substantiata the advantages and dísadvantêges of site

value taxation over the current real property tax.

It is the intention of thís thesis to apply the concept of site
value taxatíon to the city of [rlinnipeg and to compare th¡s form of

tax to the current real property tax used by the City. The advantages

and dísadvantages of the two systems of taxation will be compared on

the basis of equity, property development and rand speculation. ln
other words, the síngle tâx alternative will be applied to the contem-

porary urban scene: equity replacing Georgers larger concept of poverty,

and property development and land speculation represent¡ng issues of

contemporary urban form.

This document w¡ll add to the data being compíled in North America

on the possíbil¡ties of site value taxation and should help to discount

those oPPonents of site value taxation who use thet¡catch 22,t argument

that the tax altern"ative is not worthy of consíderation until its effect

in numerous real situations, has been ascertained2. lt is poor argument

to discount a theory because it has only a few applications in North

Amer i ca .

It ís essent¡al that the profession of planning determine the

effects of varíous ProPerty tax reforms if it is ever to hope to develop

positive financial techniques which can be used in developing better

cÍties. The current real property tax has been cited as a cause of slums,

urban sprawl, and íntense land speculation, because it does not benefít

those who wish to improve their properties and also because it provides

2. Finnis, F.H., Property, Progress and poverty,
Vol. Vlll, no.3, May/June 1960, p,2lO.

Canadian Tax Journal
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no disincentives to holding land vacant. planning as a profession

must grasP the fiscal tools before ít and use them as a positive force

in the making of cities. lt is therefore essential that aìl the possible

options and aspects of urban finance be analyzed.

This examination of the two tax systems, site value and real property,

is needed to contribute to the analysis of fiscal tools which can be

placed in the hands of the planning profession.

E. HETHODOLOGY

The examinatíon of site value taxation and the províng or disproving

of the hypothesis of thís thesis will be examined in three broad streams.

The first will examine the hístory and theoretícal background of síte
value taxation (chapter two). With¡n th¡s stream an examinatíon wi I I

also be made of the current real property tax to expose the defícíencies

which are fel t to exist in i t and to fací li tate comparison of ¡t wí th

the site value system of property taxation.

The second stream wi I I be the case study. l.rithin this stage of
examination, ¡ t vr¡ ¡ I be necessary to diverge from the theoretical

asPects of site value taxation for a time and first examíne the govern-

ment bodies which are responsible for the imposition of any form of

Property taxation imposed on the city of winnipeg. An examinatíon

of the Assessment Department and the assessment process in !Jinnipeg

(chapter three) is necess itated because i t is essential to deterrnine

the quality of property assessrrrcnt in the City. lf this properry assess-

ment vúere to be found lacking, it would be ímpossible to adequately

examine the two systems of taxâtion under study.
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After the examination of the City Assessment Department contained

in chapter Three the case study proper is developed. chapter Four

compares the two tax systems, site value and the current real property

tax on various classifications of land use in the Cíty of Wínnipeg. The

chapter comPares the two tax systems on the grounds of property develop-

ment' Property maintenance and land speculation. Chapter Five caps off
the case study stream by examining the two tax syste{ns for their tax

equity, their fairness of tax level across the spectrum of incomes found

in the City.

The third major stream explores the problems'and prospects which

would face ì,Jinnípeg if the cíty decided to convert from its present

Property tax system to one based solely on site value taxation. lt
attemPts to tíe in problems of site value taxation determined in the

theoretical examination of the tax in Chapter Two, examining these problems

in the light of the d¡ff¡culties they would impose for a City ímplement-

ing a site value form of property taxation.

specifically this thesis will examíne five sub problems in the

províng or disprovíng of íts hypothesis. These five sub problems are

as fol'lows :

I. HISTORICAL

Sub Problem A: The surveying of the history of síte value taxat¡on

from its development Ín the nineteenth century by Henry George to its
current posi tion in taxat¡on I i terature and practice.
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II. WINNIPEG CASE STUDY

5ub Prob-!::m B: The studying of the assessment process as practísed

by the City of Winnipeg Assessment Department, to determine íf a fair
comParíson can be made of site value taxation and the current real

property tax using assessments developed by the Clty"

Sub Problem C¡ To apply site value taxãtion to the City of Winnipeg

first on a general and then on a specific level. Then to compâre the

results of site value taxatíon against those of the current real

Property tax.

sub Problem D: To develop, for selected sites chosen from sub

Problem c, a comparison of the sitets tex rate against the avcrage

houschold íncome of that site and from thís comparison to determ¡ne

the levels of equíty and progressiveness ínherent in each of the two

tâx systens under study.

III. II'IPLEHENTATION

sub Problem E: To study the positive and negative effects of the

implementat¡on of site value taxat¡on in a city such as Llinnipeg.

The examinet¡on of these f ive sub problc¡ns wi ll determine lf the

hypothesis'rthat the concept of site value taxation would provide a more

equitable, constructive tax base than the current resl property tË¡x n6¡d

ín effecttr is feasible.



CHAPTER TI'O

L ITERATURE

A. INTRODUCT ION

The examínêt¡on of the literature on site va¡ue taxation must take

es its starting point the writings of Henry George. Though not the

originâtor of the concept of taxatíon solely based on thc value of

land, he was the major force,behínd the concept during the late

nineteenth and early twentíeth centuries and ¡t is his analysis in the

textrrProgress and Poverty'r which is most often used as the basis for

the díscussion of si te value taxatíon. This study of the I i terature

Pertaining to site value taxation will first examine Georgers vrrítings,

speci f ical ly 'rProgress and Poverty'r discussing the major points developed

for site value texation. Secondly the criticísms of Georgers concept

of site value taxetion, both the hístorical and present limitat¡ons,

wíll be investígated. The thírd element of this chapter wíll examine

the current real property tax citing the dísadvantages implicit in ¡t
and díscussing the dichotomy of the real property tax. The latter refers

to the fact that the real property tax ¡s really two very different taxes

wrapped in one cloth; a tax on buildings and a tôx on land. The

examination of the current real property tax is needed to show why its
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replacement by another form of property tax is necessâry. The lasr

sections of this chaptei'examine site vêlue taxation, its positi,;e

and negatíve aspects,endeavouring to show what the I iterature sees

as íts good and bad face. canadían writing on site value taxation

makes up the final segment of thís chapter.

B. HENRY GEORGE i PROGRESS AND POVERTY - ANALYSIS AND IMPLICATIONS

rWhat l, therefore, propose, as the simple
yet sovereign remedy, which will raise wages,
increase the earnings of capital, extirpaie
pauperism, abol ish poverty, gi ve remunerative
employment to whoever wishes it, afford free
scope to human povJers, lessen críme, elevate
morals, and taste, and intel I igence, purífy
government and carry ci ví I i zat i on to yet
nobler heights, ís to aþpropriate rent by
taxatíon. | |

This is the conclusion Henry George arrived at ín,rprogress and

Poverty'r. George wríting in 1879 felt that the major cause of poverty

amid increasing wealth in Ameríca and Europe was the fact that land, in
the form of rents paíd to land owners, absorbed the increase which

capital and labor stríved to produce. Therefore so long as land was left
untaxed, no matter what increase labor and capital made ín production,

land rents would increase equally with thís rise and prevent labor

from making any more then the minímum for subsistence.

George writing inrrProgress and Povertytrdeveloped his rremedyr

along the I ines of cìassical economics. He, in rrProgress and Poverty" ,

starts his dissertation by an analysis of the then current classical

l. George,
'r904.

H. Proqress and Povertv- New York, Doubleday, Page & Co.
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econümic theories prevalent during the nineteenth century. Fírst,

outliníng the definitions he will use in hís attempt to anêlyze the

problem cf poverty and showing the way his defínitions and theories

wíil díffer frofi that of other classical economists.

ln Book ll of'Progress and Poverty'r George developed a scath¡ng

attack on the theories of Thomas Halthus. George contended that it was

"the injustice of society, not the níggardliness of nature thât was

the cause of want and misery whích the current (l'1a¡trrus) theory attri-
butes to over-populatÍon"2. George herd the belief that greater pop-

ulation would mean greater economic efficiency and therefore greater

productÎon and did not believe that the population of the Earth could

outrun its food supply. He was part¡cularly opposed to Halthusl

geometric/arithmetic formula, seeing in i t the element which had caused

the theory to be so wídely accepted. He stated'it is probable that

it is to these ratíos that lt{althus is largely indebted for hís fame,

as they supplied one of those high soundîng formulas that with many

people carry more weight than the clearist reasonil3.

When one considers Malthusr mathematical theory that population

increased geometrícally (1,2,4,8) while food supply increased arithme-

tically (1 ,2,3,4,) ¡t is quite possible to see why George was opposed

to ít. Obviously such an unyeilding formula could not be used to

predict human actions and poss ible accompl ishments. Though today ¡ t

2. ibíd p. l4l
3. ibid p. 95
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would be dífficult to deny the concept that was behind l4althus' theory.

ln Eook lll ofrtProgress and Poverty't George began his cacn¿mic

analysis of the three econornic inputs, land, labor and capítal" Í"le

concentrated his analysis on land and its rento George saî{ rent âs a

socially prescribed cost gíven to indivÍdual qøners of land. Until the

ownershíp of land could confer sqne advantage land had no value. He

stated that rrrent is the price of nrcnopol y, arising frcrn the reduction

to individual ovrnership of natural elemcnts whiah f,u*n exertion can

neither produce or íncrease,,4.

George sðvd rent appropriating a certain share of the wearth

produced by thc exertion of labor and capital. He developed the

fol lowing thcory,t

as produce = Rent + l,lages + lnterest
oob produce - Rent = I'lages + lnterest

Thus wages and interest do not depend upon the produce of labor and

capital but upon what is left after rent is taken out.5

It can be seen, by fol-lowing Georgers theoryu thEt an increase

in productive power no matter of what magnitude would have no effect

on wages and ¡nterest, so long es rent kept pace with the production

i ncrease.

George then showed that the increase in wages or interest, the

products of labor and capital respectívely were inter-related positively

but the increase in both was depcndent upon the share that rent removed

4. ibld Eook lll chapter tbro
5. ibíd p. l7t
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frorn the total. 'rThe ¡'ate of wages and interest ís everywhere f ixed,

not so much by the productiveness of labor as by the value of land.',6

George saw that in industríalízed count¡'íes in the nineteenth

cefitury there was a tendency to hold land out of use ín the belief
that higher prices could be realized in the future. A fact that has

an aÍù¡lzing similari ty to events occurríng in the urb.an mí I ieu today.

By keepíng land out of production these land speculators forced the

margin of cultivatÍon (extent of development) of land further out than

was called for to meet the demands of production. By doing this and coupled

t{¡th the fact that land rent cut down the earnings of labor and capital

George felt that th¡s rspeculat¡ve advance¡ rrras the inítíal ceuse of the

periodic econqnic depressions which occurred during the nineteenth century.

George having corre to what he felt was the ultimate cause of the

major problerns of the day, analyzed all the then present solutíons to
the problem. Finding these lackÍng he put forward his evn, the confiscat¡on

of the value of land through taxåt¡on.

George felt that Pr¡vate property in land was inconsistent with the

best use of land. Rather then confíscate all land and place ít under

public ownership which George felt uuas too difflcult and onerous a task,

George proposed to aPProPriate the rent of the land to the conmon benefít.

He fclt that man should keep title to the împrovements he has made to the

land and to be sure of their security, but to be taxed for the rent

accrued to the land which in actuality is the r¡alue gíven by society to
the land.

6. ibld p.221
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ttBy leaving to land osrners a percentage of rent which would probably

be much less than the cost and loss involved ín attemptíng to rent land

through (some) state agency and by nakíng use of this existíng

machinery (ta*ation) we may wi thout jar or shock assert the com¡non

right to land by taking rent for publ i c uses,,7.

George foresaw three advantageous outcomes of an imposition of síte
value ta)Gtion: the price of land would fal l, land speculation would be

eliminated, and lend monopolíes would no longer be profitable.

He held out so much faith in the site Value tax that in the final

books of rrProgress and Poverty" George recomnended the el imination of

all other forms of taxation in the belíef that the rsingle taxr as

hís concept vJes to be called, uould engender enough revenue to be able

to finance all expenditurcs of the nation.

C. CRITICISHS OF GEORGE'S PROPOSALS

Georgers theory and his text had a very great success with the

general public. trProgress and Poverty" was to become the largest

selling text in polítical economy ever published in AmericaS and has

been translated ínto nine languages throughout the wo¡rld. The people

who read and supported George did so not because of a specifíc belief

ín the site value tax but in a complete faith ín the total of Georgers

wrítings, vieuring them as a penacea which would solve all the economic

inequlties present in the Víctorian era. Single tax clubs and societíes

7"
8.

ibid p. 403
Cord, S., Henry George: Dreamer or Realist?, philadelphia
University of Fennsylvenia Press, 1965, p. I I
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sprang up all over North America and Great Britain.

However though George¡s theories gained a great deal of credence

among laymen, economists of the day looked upon the theory as íllogical
and incorrect and in opposition to their view of the economic climate

of the nineteenth century. Many economists víewed Georgers work in

the taxatíon field as an infringement in an area that should be

restricted to economists. George did líttle to help his cause among

ac¡dernícs of the tíme, by continually attackíng them and refusing to hold

any of their positions as sacred. Professionai economists on the other

hand consldered George as no more then a crank whose theories in many

cases were not even worth considering seriously. To guote fron¡ the

most noted economist of the l880ts F.A. walker,,l wíll not insult my

readers by discussing a project (Georgets single tax) so steeped in

i nfamy"g.

This attí tude ref lected the general feer ing of the majority of .,

economists of the tíme and to a very greðt degree up unti I this present

day. H,any of those who did condescend to consider George¡s theory did

not take the tíme to adequately assess his vork; missíng many of the key

points of his analysis. This is particularly true with regard to what

George stated about the nationalization of land; as has been declared

earlier George vras oPPosed to Government ownership of all lando feeling

the same effects could be realízed much more simply and wíth less upsett¡ng

repercussíons by the taxation of land rent. Hovlever many economists

subscribed to the belief that George had condoned national confiscat¡on

of land and were therefore vehemently opposed to his theory. The fact

9" ibid p. 39
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that so rnany of the ecarcrnísts of Georgets period lvere to mísrepresent

Gecrge¡s'.{t-írings was to have ê negatíve effect on the applicatíon of

s i:e velue ta;<ation in North America right up to the current day. ln

countries where the academíc fíeld did not êttack George so vociferously

the theory of site value taxation was to be applied with more consistency.

However thís is not the case in North Amerîca.

Another weakness in Georgers theory, which was to help relegâte it
to obscurity, was the concept that the site value tax could provide all
the revenue a Government needed to perform its functions - in other

words a single all encompassing tax, lt was felt that the expenditures

of a government such as the United States could have been realized by

aItsingle tax'r right up to the First ì./orrd tJar. However with the in-
credible expense of this þJar it was proven that a tax only on land

could not generate all the needed re,¿enue of a government. Hore over,

ín modern socíety, land is no longer truly representatíve of personal

weal th.

Examíning Georgers work further it can be seen that the concept

of a single tax vras not the only problem which can be found in his

works, if examined from the.light of present day" No one could today

envision the ent¡ re three tíer governriìent system beíng supported solely

on a tax generat¡ng its income from land holdings. As well, Georgers

attack on Ha'lthus'theory of population can also be held suspect.

George¡s statement that greater population would create greater

efficíency and production is not borneout by events today. Greater

populat¡on does not necessarily mean greater efficiency, guíte the
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contrary it can mean the opposite, causing systems in híghly populated

countries to overload and be unable to rnênåge the provisions of services.

Greater populât¡on would mean greater efficiency only if the populst¡on

were trained to Perform sk¡lled functions and thís would not corne about

just because of increased population as George stated inrrProgress and

Poverty'r.

ln his examinatÍon of rent and íts relationship to wages and ínterest,
certaín other problems can be ascertained. The relationship between

wages and interests which George sarú as a mutually benefitting one is

not necessarily correct. An-increase in ínterest rates and therefore

an increase in capital does not autometically promote a cqrmensuratc

íncrease in wagcs' ln fact an increase in capital may have no effect
on wages. conversely a wage increase and therefore an increase in

laborrs share of production may have a negat¡ve effect on cap¡tal and

therefore ¡ntêrest. So wages and interest are not mutually inclusive

or co-operet¡ve as George stated.

Classical economíc theory which George used has also been replaced

since his time and this does detract from the theory of his wrÍtings

when examined today. H@lever the outcome of slte value taxation as

envisíoned by George is still quíte applicable for current t¡mes. A

site value tax cen, et least theoretícally, achieve three thingsi the

reduction of the cost of landi the elimination or at least curtailment

of land speculation and the making of land monopolies unprofítable.

The rejection which occurred after the conclusíon of the First World

War ís unfortunate and analogous to throwing the baby out with the bath
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r'lúater. For though there were def inite shortcomings wi th certain of the

econ*,-nic processes and postulates developed by George, the possibi I iiies
of site va¡ue taxåtíon as a separate tax should not have been so easiìy
discarded along with Georgers other work after the First world war.

The rejection of the practicality of George¡s work and thereby the

tacit reJection of the practlcality of site value taxation has been

reinforced since l9l4; the year which can be viewed as the time at which

Georgers work reached its zenith, and then was eclipsed by the develop-

ments of the First world war. ln a study prepared by E.R. Brown, ,

'rcollege Textbooks Treat Land value Taxat¡on,,|0, the author found that
of the 76 economic texts stud¡ed, all of which were in current use in

colleges, less then ten had made reference to Gcorge or site value

taxat¡on. 0f these only one perceived the possibilities of síte
value taxatíon favorably. As she (grown) points out 'ral I (lack of
reference) points to the fact that only a very fevr textbook writers
view Henry George¡s proposal (site value taxation) as somethlng whích

could be buílt upon, developed, and perfected',|1. Thís ís particularly

so in North Ameríca whe¡'e only a handful of cases of the implenrentation

of site val;ue taxation can be found.

Examples abound however outside of North America in countríes

where the object¡ons to George¡s theoríes were not as strenuous. ln

England !914 saw the ímplementêtíon of the land values bill which would

have seen the implenrentetion of site value taxatíon in Great gritain

Brown, E.R. How college Textbooks Treat Land value Taxatíon, The
American Journal of Economics and sociorogyo vol xXo Jan. t96i,p, 147tb¡d, p" l5l

10.

ll"
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haci it not been repealed after the ì¿/ar. tn Austraì ia ihe Federal Govern-

ment allowed states and municípalities in lB97 to impienrr:nt site vaìue

taxation. Simiìar legislation went into effect in New Zeeland even

before the 1890 s. various other countries practise forms of site
value taxation, South Africa, Kenya, even Western Canada during an

early Part of the tvrentieth century and more recently Jamaica, Trínídad-

Tobago and Barbados have adopted site value taxatÍon.

ln these countr¡es (with the exceptíon of the Canadían example)

site value taxation has been proven to be viable, providing many advan-

tages over other forms of.property taxatíon. However in North Ameríca

only a small number of municipalities and districts have adopted thís

form of property tax. ln canada as has been mentioned above, the

}'lestern Provinces employed site value taxation for a short period

early in this century, ending this form of taxation during the depression

following the Firstt¿Jorld LJarl2. ln the United States síte value raxa-

tion in a modified form has been adopted in Pittsburgh and Scranton

Pennsylvania. Also certain irrígation districts in California have

implemented site value taxation. Besides these only a very few others

can be ciæd

D. AN EXAHINATION OF THE REAL PROPERTY TAX

Today as more and rnore people come to question the current rea¡

proPerty tax because of its increasing costs which are not being matched

12. Artibi se, A.F.J.,
I g7l _lol ?, paper
l4ay lJll, p. 28.

erism and the Devel tof Pra i r ie C

presented at Canadian Urban H ís tory Con ference,
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by a cornmensurate level of servíces and equity, the concept of site
value taxation seerns to be entering a renaissance. The concept is

receivíng more and more analysis among the varying segments which are

concerned with the urban framevrork; econønistsn planners, tax specíalists,

all have been consídering site value taxation as an alternative, and

a víable alternative at that, to the current real property tex.

The current feal property tax as used in Canada ís an ad valorem

tax based on the value of real property, i.e. land and lmprovements

within a legislative boundary, be it a municipality, district or township.

The term real property applies to property regarded as immovable or

permanent and ls to be dístinguíshed from personal property. The real

ProPerty tax in its Present form has been criticized on a number of :

grounds. The three major points of criticism of the real property tax

have been: l. the fact that under past implernentation a double taxat¡on

of intangibles and objects of property occurredr 2. the tax is regressíve

in that it does not conform to the ability of the tax payer to pay the

tax and 3. the general real property tax âs currently ímplemented has

a negatíve effect on incentÍve and productivity.

The f i rst criticisn, that of the the double ta)6tion of íntangibles

and objects of proPerty has been recognízed and ri?ore or less rectified by

the eliminatíon of the tax on íntangibles and the loss of revenue experienced

by this rernoval compensated by some other forms of taxation, in most

cðses the additíon of a buslness tax.

The second criticísm is the regressivíty of the real property tax.
It rests'heaviest on those people, small home owners pårticularly, who



Page 2 I

are least able to afford ¡t. lt does not in general live up to Adam

smithrs test of a good tax, which is the ability to pay. The real

Property tax is not equitable" lt does not reflect the abilíty of the

people who are taxed to Pay. As the income of people rises the armunt

of real property tâx does not rise commensurately. This implies that a

lou íncome famíly lívíng in a house wíil pay a greater percentage of
their income to property taxatíon then would a hígh income family.

The thírd critícism of the real property tax ís thåt ít has a

negative affect on incentive and productivity. A tax on real property

if ít reaches a certain point, which would be specific to the site and

to the financial position of the owner, could alter the economíc market

by making it more profitable for the ovúner to invest ín other capital
ventures. The current real property tax is in actuality a tax on two

dífferent components of the urban framework: one, a tax on land and

two, a tax on ¡mprovements. The real property tax has definite undesir-

able effects on the improvement pontion of its taxåtíon base.

It is a given that because there is a fixed amount of land in
supply, a land tax or that portion of the real property tax which

fal ls on land, cannot cause oùúners to rsnove land f rom the marketl3.

However the same fact is not true for the portion of the real property

tax which falls on improvements. As has been shor¡m above, high real

property tax on improvements could cause a shift to other capital

ventures. Also the tax on ímprovements negates any desire on the ownerrs

behalf to better his holdings. why should a landlord or house

!roperty Tax Reform, ed. G.E. Peterson, Washington, The
Pubi icatíons 0ff ice, lg7j.

13.
Urban lnstí tute
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owner rnake major ¡mprovements to his bui ldings when al I thís wí I I

precipitate is an increase ín his property tax. lt is better to let
holdings remain as is, or even let them run down, thereby being assessed

at a lærer value and therefore paying a lower property tax.

The effect of the current real property tax on productivity agaín

only applies to the elements of the tax on improvements. Because the

real ProPerty tax does not penalíze one for failíng to put land to its
highest and best use therefore it permits, and in a sense even condones,

the less then best utilizat¡on of urban land. This fact contributes

to land speculation and to the holding of land in uses which are less

than the mctst desirable. People, having no lncentive to get vacant land

into use rapidly, wí I I in fact hold the land out of use in the hopes of
real izíng much larger gains in the future. The system of holdíng land

out of use is tantamount to being a coflnrrdity futures market, where

investors bank Present prices aga¡nst possible future v¿indfal ls. But

even here a di fference arises be'tween a nornìal con¡nodities futures market

and that present in land speculation. Because of the nature of land ¡t
ís very unlikely that it will lose in value, due to the landholderrs
t'reservation pr¡cetl4, that price below which a landholder wi ll not sell
but above whích he can probably be índuced to sell. lúith other coflsnodit¡eg

there ls still a hígh risk of loss, it would appear that such is not the

case wi th land "

Because real property taxation benefits holding land out of pro-

duction by not putting hígh penalties in the form of tax payments on

14. tlauson, 14., 'rurban sprawl and speculation ín suburban Landr'l
Land Econonícs, Vol. 38, 1962
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land it helPs the spread of urban åreas. This fact ís weìl brought out

in the 1960 surûmer issue of t'iìouse anrj Home'l5, r trade msEêzine for the

construction industry. ln it are numerous examples of urban conglomera-

tions of which over a fifth to a guarter of the entire space within

their boundaries are vacant, being held out of use for the realízâtion

of hígher selling prices and profits ín the future. The real property

tax condones th¡s type of action.

It is stated above that ¡t is necessary to díscern between two

elements of the real property tax, one the taxation of ¡mprovements,

the other the taxatíon of land only. There are four reasons for this
distínction. The first is the fact that the basic value of any piece

of laird is imputed by society and comes directly fren nature, whereas

improvements are the direct product of the prþperty owner. Land as

George states has no value unt¡l its relationship to other socíal

developments has conferred some value upon ¡t16. The improvements on

the land hovrever are a product of the labor and capital of the owner.

It is true that certain values can be added directly to the land by the

specific efforts of an oü,ner, for example the addition of fertilir",
íncreases the value of land, but at least original ly all societal value,

be ít topographical or siesmological comes directly from nature. Barring

these excePt¡ons it is the relat¡onship of a specific slte to an urban

populatíon and its many activitíes which gives the síte íts value.

The value of the improvement on the other hand ís a direct reflection

--House 

and Home, August 1960, vol xvl ¡lo ño. 2. specíal lssue
on Land.
Georgeu H." P

15.

16.
Vol. l, New York, Doubleday
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of the amount of labor and capital an owner has put into its construct¡on

and development.

The second distinctíon between land and ímprovements is that land

requi res no economic inducements for i ts production as do improvur*arl7.

Land is a gift of nature, its existence is guaranteed. No economic incen-

tives or inducements are required to create it. Though it rnay be argued

that the ugefulness of land is not realized until improvements are

placed upon it, this argument does not hold up because the essent¡ðl

characterístic of land, spece, is not created by improvements and does

not requíre economic índucement for lts product¡on. Land is índestructible,

it has guaranteed permanence, while improvements, though referred to as

durable goods, require economic índucements for thei r crea.tiono Also

after the i:nitial outlåy of labor and capital further inputs of each are

reguired over time for the upkeep and maintenance of said improvements.

This dístinction is probably the key difference between land and

improvements vr¡th regard to taxåt¡on. Land by its very nature cannot

be reduced by taxation on íts site value. lmprove,nents on the other

hand over the long run díminish in quality and quantity when subjected

to Property tar€t¡on. ln the words of l.lason Gaffney "tax capital (lmprove-

ments) and you drive it awayo tax land and you dríve it into rse"lS. A

land tax ís the only urban tex that uses a bese that canrt leave toþJn.

The third dífference between the elements of the current real

17. 

- 

Land and_Bullding Taxes 'Theír Effect on Eêonomic Development¡r,
ed, Becker, 4.P., Hadison, The university of !úísconsôn press , 1969,'18. 91ffn"v, H.l Land Planning and the propeity T"*, Atp Journal,'x"i -
1969, p. 179,
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proPerty tax is that land value is with few exceptíons not determined

by any cost required to bríng iÈ inro exístence and for that rn:ìtter to
bring ¡t ínto a specífic use. Tirere ís no relatíonship between land

value and the expenses incr¡rred for its being brought into use. tts

value will be deríved from its present locational relatíonship to the

urban infrastructure around ¡ t. The costs of ímprovements however wï I I

reflect their cost of production. Land value has little relationship

to d¡rect cost; improvements will always reflect direct cost of the labor

and capítal which went into íts production.

The fourth dífference between land and ¡mprovements is thåt Ímprove-

rnents can only be utí I ízed for the specíf íc use for whlch they were

designated and designed. Land has alrpst infinite capabílities for which

it can be used. The level of use of land is not determíned by physical

capabíl¡tíes as are improvements but rather by the social and econo¡níc

Pressures put uPon ¡t. Therefore if economic pressure in the form of
increased taxes ís brought to bear on land, the land wi I I írmediately

be put ínto íts h¡ghest use to offset the tax. lf this economic pressure

is equally placed on ímprovements as is the case with the current reål

ProPerty'tax now in effect, ímprovements have no optíon, they must pey

the penalty with no ability to increase their earning power by changing

to a higher revenue producing type of structure. Land can be made to

change quite easíly under the effects of economic pressure.

These four differences between the elements of the real property

tax bring out the great dichotomy of the tax. Though the two elements
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land and improvements are similar (¡.e" they both occupy three dirnensional

space) the effects of taxation on each produce very dívergent results,
The property tax âs it nov¿ stands causes simultaneous yet conflicting
results amoung the two components. obviously the real property tax is
working against itself when it taxes and therefore treats land and improve-

ments in the sðnÌe manngr.

E. SITE VALUE TAXATION - POSITIVE AND NEGATIVE ASPECTS

Advantages Cited for Site Value Taxation

l. Site valu€ taxation would place the entire burden of taxation on the

one element of the urban make-up which deríves its value not from in-
dividual effort but from values imputed to ít by society. This is the

' key elernent of Georgers worklrProgress and Povertyrr. The value of land

George stated díd not come from its own development but from its locational
relationship with the urban ínfrastructure around ít. Therefore it should

be taxed so that society could realíze benefit from the cost which they

had initially ímputed to land through their act¡v¡ties. Though some

econqnísts notd state that Georgers contention that al I value to land

is socially created is not completely true.l9 still the majority of
land value does come from elements outsíde of the particular owners

direct influence and therefore by taxing land only, society ¡s just
gett¡ng back the value which it bestovred on the land in the fírst place"

2. The neutrality and efficiency of a tax on land only, ís guaranteed

because of the fíxity of the supply of land. lf a tax can be shifted

19. op cit chapter six.
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¡t cðnnot have any effect on the capital value of the îtem beíng taxed.
A tax on improvements is easily shifted from the oìdner to the tenênts.

A tax on land however cannot be so easily shífted and therefore exerts

its effect by reducing the ualue of the land by the capítalized ar¡ount

of the tax. The neutralíty of the tax ís present in that no matter

what the use a piece of land is put to wíth regard to improvements the

tax on the land will remaín the same thus having a neutral effect on

the development which occurs on it.
3. Site value ta)€tion would discourage land speculat¡on. The present

real property tax encourages the holding of land out of use. By not

taxíng vacant land at a rate high enough to bríng ¡t ¡nto product¡on

the real property tax ¡s in effect grenting a subsidy to land speculation,

'rbecause (the real property tax) almost completely exempts land speculs-

tíon from the ordinary workings of the law of supply and demand,,2O. By

taxing land speculators so líttle it forces the expense of the cost of
providing urban infrastructure onto other taxpayers. By placing the

base of ta)€tíon solely on land there would be a tendency;,depend.ent on

the level of ta¡<ation, to ellminate or at least discourage land speculation

and the holdíng of land out of use.

4. By taxíng land the poss¡bil¡ty aríses for the curtaílment of urban

sprawlr The fact that the current real property tax has allowed land

ourners to hold their si tes of f the msrket in antícípatíon of higher

profi ts in the future has meant the development of a checkerboard pattern

of vacant land interspersed among built up neighbourhoods in many cities

20- 1."nt¡""0 P:1., The case for Taxing Locatíon values. The AmericanJourn?l of Econolpics and socioloqv, vot. xxvlil, noi f,ffiiTããs,P. l5l.
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in Canada. Spi'awl has a number of undesírable consequences and adds

Ereâtly to the cost of urban development. Sprawl mul típl ies the cost

of almost all municípal servíces by requiring the services to be extended

further then is necessary. By its very nature urban sprawl causes higher

transportat¡on, t¡me etc. costs, caused by the negotiating of the extra

míles of underutilized land. lt also has the effect of eliminating many

valuable acres of farm land from production. By cutting ínto valuable

tracts of prime agrícultural land around citíes ít has an affect on

food costs for that city. ln contrast, by replacing the real property

tax with a site value tax, the impetus of the tax will be shifted from

buildings to land and should result in the bringíng into use lands whích

are in closer proximity to the centra-l cores of cíties2l.
5. The current real property tax acts as a disincentive to the main-

tenance of exist¡ng bui ldings and the construct¡on of new bui ldings.

The replacement of all the tax burden on land would have the opposite

effect- lmprovements would not be touched by taxation while land no

matter what is developed upon it would still pay its share of the tax

load. Today the system can place a double penalty on the owner who makes

major ¡mProvements to h¡s Property. Not only wíll the assessor increase

the value placed on the improvement but he is also likely to re-evôluate

the land upward in assessed cost as well22.

The building based tax has a major effect on the construction of

21. Bails,0., Two Municipal Revenue Sources Contrasted: The Land Value
and the
Vol . JJ,

22. Browning,
VS lS, no"

Property Tax, !
C.E., Land Value Taxation:
4"

rna I

Prorn is es and Prob I ems , ry,
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new builcings. ItThe f iscaì deterrent to urben reneidal ---- che tlrreat

of increased taxes on new bui lcings retards b), decades renewal of rhe

índividual urban sitet'23. A nev¡ building generates increclibly higher

taxes then does an old improvement. This weakens the rrchal lengeril buí lding

in the move to replace the 'tdefender" building al ready on the site.
6. Because, the site value tax cannot be shifted easily (point two) it
will affect the capitalized value of land, decreasing, the cost of land by

an amount equal to the amount of taxatíon to be paid on the land. Becker

however states that while with regard to specific sites the value oi land

would fall, the implementation of site value taxation would probably

increase land values ín the aggregate íf the introduction of land vaìue

taxation is éyncronized with the abandonment of the tax on improvementr24.

Therefore the effect of decreased land costs on certåin specific sites

in the short run may be countered by overall aggregate íncrease in value

over the long run after the implementat¡on of site value taxation.

7. As Rawson determined in her study25 of property taxat¡on in Burnaby

Brítish Columbia, â site value tax, would cause a definite shift ín the

incídence of the tax on certain types of land ou¡ners. lt would cause,

at least in her study, a decrease in taxation on residential home owners

and an increase ¡n tax burden on commercial and índustrial properties.

8. The implementatíon of si te vaì ue taxation rvould place in the hands

of the Planning profession a positive tool in the development of urban

2J. op cit,
25. Rawson,

p. 180, Ga ffney
t'l', & r tion a - Effects of th

P rooe r
r96r.

24. op ci t P. 35"

Citv G h and Was h i ngton, Urban Land lnsti tute,
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areas, The current tax is a negative element on

site value tax s¡ould be a pcsitive onu?6.

the urban mí I íeu, a

Dísadvantages Ci ted for Site Value Taxation

l. lt is questioned whether site value taxat¡on if implemented could

meet all the expenses of a local government. T,lhat is ín doubt here is
whether the cost of all land wíthín a metropolítan area is of a high

enough value to keep the tax rate below a reasonable level. As Netzer

stated "even a 100 per cent site value tax might not yield enough to

ful ly replace the exist¡ng property tax"27. ThÌs argunent could hor*ever

rest uPon the methods of assessment used. lf land has been under assessed

with relat¡on to ímprov€rnents thís could bear on the rate of taxat¡on

under a site value ,yst"r28.

2. The implementat¡on of si te value taxation would raise seríous problems

in the valuation and assessrflent of land for the purpose of taxatíon.
Proponents of site value taxation perceive no difficulties in the estíma-

tion of the value of land, part¡cularly improved land. However those

opposed to the idea of'site value ta)€tion are less certain that land value

can be accurately determínedzg. They raise the point that the current

techniques now in use to value land on a mass appraisal basis are in-
adeguate. lÚith the current real property tax it is not essent¡al that

value of land be too accurate as land only makes up e portion of the

total assessrnent base.

26"
27.

28.
29.

op cit p. 182

Tax
op
oP

. 
The.,llroperçv. Tax¡ P roÞ! g{s and - 

poten t í a I s, sympos i um, pr í nceton,
I ns t i tute of Amer i ca o 1967 , p. 395--cít House and Home

ci t p. 3O7 Erowning
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3" The possibíl¡ty of Prefflsture deo¡elopment and over buildíng is one

of the rejor argLimen'ts agalnst site ,,¡,3lue taxat¡on. Those who dísag¡ee

with this form of taxrstion are oppÐsed to it because of the fear that land

will be too quickly put into use; elíminating many types of land use

which are essent¡al to the functioning of a city but whích have other

than economíc reasons for being.

4. lt is conceded that a land tax would capítallze itself in the cost

of land, thereby reducing land costs. lt can be seen therefore that
certain factions would be opposed to such an occutrence. Though reduced

land costs would please builders and new home buyers, current land owners

could view such a tax as a reduction ín their non-liquid assests and

therefore be opposed to si te value taxation.

5. Another argument against the implementatíon of site value taxation
is the possible negative effects such a tax would impose upon certain
types of land holders, specifically older people living in single family
homes in the central core of a city. Because land rpkes up a high per-

centage of the value of sites in the central core these old people lívíng
in underimproved housíng could be hard hit and this possible result could

cause resistence to such a tax shift.30,3l

F. CANAOIAN THOUGHT ON SITE VALUE TAXATION

Hístorical

At the turn of the century síte value taxation was applied with

earnest effort in the western provinces, Britísh columbia

30.
31.

íbid Browning.p. 308

9t*!, EoRo , e f rolna HoG., Land Value Taxation rs lncídence, The
Amerícan Journal of Economic- í, June 1966p. 25
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Alberta, sasicatchewan and to a lesser degree Manitobe. "The property

tax levied by the Prairie cities, pêrticuìarly ín the years inrnediateiy

preceding ldorld !,/ar One were for the most part taxes on the assessed

value of land; ímprovements were either exempted or taxed at only a

percentage of their value. The reason for this situation was the

influence of Henry Georgets singre tax philosophy through out western

Canada"32,

This method of taxatíon continued in vogue until the depressíon

of the late l9l0 s when most cities reverted to an equal assessment of
land and buíldings. ln rdinnipegrs case the city in 1909 shifted its
taxatíon burden from l0Øo on land and 100fl. on improvements to a graded

system of 66 Z/fl. of the value of ímprovements and l0Ø of the value of
lan¿33. Thís spl í t is sti r r the method of assessment used today.

The effects of the ímplementation of site value taxation at that

time in the western Provinces are st¡ll in question. Both Artibise
and Stalker point out that the real effects of síte value taxation are

almost impossible to ascertain. The concept was applíed at a tíme of
great upheaval and skyrocketíng growth in Western Canada and was not

always applied for the express reasons outlined by Henry George. As

Artibise points out'rthe adoption of a modified version of the single

tax occasioned numerous reports and studíes, the wisdon of the policy

rema ined a rnatter of debaa.,t34.

32. op cit p. 24, Artibise
33. Stal ker, 4., Taxation of Land Values ín l.lestern Canada, Hontreal
. University of HcGíll press, l9lt+.34. op cit Artibíse
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Analytical

ln more recent times a number of studíes have been de'¿eloped io

examine the ef f ects of s i te va I ue taxa t ion in Canada . Ma ry Ra,,vsonts

study of Burnaby, British Columbia35 is one of the most comprehensive

and useful examinations and the well developed b¡bl¡ography in her text
is a highly useful starting poînt for the analysis of síte value taxation.
A study by l.líles ín 1964 attempted to explore the consequences of a

shift to site value taxation in the central business district of

Vancouver.

Hs. Rawsonrs study of Burnaby, Brítish Columbia used the municipal ity
as a test case for the examination of site value taxêtíon. She compares

site value tax to the current real property tax by using the Munícipality

tax rolls as a base and determining the amount of tax particular propertíes

would pay under the two systems. she examínes roughly 100 properties

in varying land use classifications and comes to the conclusion that
under a si te value system of property taxation Residentíal propert¡es

would benefit in all cases by a reductíon in taxes while tndustr¡al

properties would recieve increased tax rates under the system.

The Canadian Tax Foundation at íts ¡961 conferenc"36 ,tudied the

concePt of síte value taxatíon. The reports submitted at the conference

were publ ished by the Canadian Federat¡on of Mayors and Hunicipal ities.
Since that tíme, articles have appeared in Canadian Tax Journals discussing

certaín asPects of land and building assessment and site value taxat¡on.

35. op cit Rawson
I

Hunicipalities,
for36.

of Hayors and
Canadian Federation
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The conference held by the Canadian Tax Foundation featured four

key speakers each addressing the topic of site value taxatíon from his

personal perspective. The break down of speakers had trr,,o speakers

firrnly against site value taxat¡on (0.n. Clark Federal Provincial Relations

Divisíon, Department of F¡nance; G.D. Hepditch 0ntario County Assessor,

l{h¡tby); one firmly for (x. Bronson cowan, rnternational Research

committee on Real Estate Taxation, 0ttawa); and a fourth speaker who

desired further study before reaching a conclusion on which tax system

was the better (9. Beecroft, Director of planning and Deveìopment,

Canadían Federat¡on of l'layors and Hunicipal i ties, 0ttawa) . The díscussions

ín the majority were recapitulatíons of the existíng arguments for and

against site value taxation. A connectíng thread through out all the

speeches was that assessment should be on l0d/o of market value. All
speakers stated that such an actíon would go a long way to improve the

property taxation si tuation in Canada.

An interesting observatíon of the speeches was that both speakers

who opposed site value taxation viewed those who supported the tax as un-

y¡elding in their faith in the tax; seeíng it as a panacea. ln actual fact
both Mr. Cìark and Mr. Hepditch were adarnant in their oppositíon to the tax.

To the point where they seemed to be coneocting arguments to prove that

síte value taxation had no possible use. I'tr. Clark states'rl would also

like to suggest that speculative gains from land are not as harmful as

commonly bel ievedt'37. This statement was made to show that though site
value taxation would push vacant land into the market the result might

37. ibid p" 78"
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not be benefícial because of the above statement.

Hr. Hepditch cuìmînates hís talk with the following,,síngle tax and

other panaceas oi thís sort are not law but are administrative despotism,

symptomatic of creeping socíal ism of the rankest sortr38.

It would appear that it ís not only the supporters of site value

taxation who show a tendency to rhetoríc and hyperbole in the defense

of the¡r views. The Presentation of the topic of site value taxêtion

strikes a volatile cord in a great mâny people who discuss its application.
More recentìy and specif ically related to trlinnípeg, Winnipeg Conrmissioner

D.l. I'lacDonald presented a draft proposal call ing for at least a partial

tax shift from buildings to land, in an effort to curb land speculation.

The report is well documented though limíted in scope. This thesis will end-

eavour to determine on a greater base the varying effects of the current

real property tax and site value taxatíon.

G. CONCLUS ION

The precedíng examined the literature on síte value taxation and to

a lesser extent real property taxatíon. The following chapters will now

diverge from the theoretical and develop a case study for the city of
'l'linnipeg whích wi I I compare site val ue taxation and real property taxation.
Chapter Three wíll set the background for this comparison, examiníng the

assessment Process for the City to determine íf a comparison of the two

tax systems is feasible using T./innípegrs assessment rol ls. Such a study

is necessary as no m€¡tter what system of taxation is enforced by the

City its basis will always rest on the assessment rolls developed by the

38. ibid p. t0g.
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City. After the examination of the qualíty of City assessrflent the case

study proper wi ìl be de'aeloped in Chapters four end f ive. Alløays under

consideration in the foilowing chapters will be the theoretical aspects

of site value taxation studíed in this chapter.



CHAPTER THREE

THE ASSESSHENT PROCESS IN THE CITY OF I,'tNNIPEG

A. GENERAL ASPECTS OF ASSESSI,{ENT

Assessrnent is the process of appraising the value of all properties

wíthín the Cíty. l{ost Provinces have within their legislation very

long and involved assessrnent acts governing the process of assessment.

Itlanítoba is no exception, as can be seen in the next section of this

chapter. The assessment process for the City of Winnipeg ¡s laid down

in specif ic detail in the Clty of Winnipeg Act.

The process of assessment ín the cîty calls for the appraising on

a mass scale of all properties. Once values for each síte are determined,

they are registered in the assessment rolls. upon the completion of

the rolls, which are updated by the addition of nenly constructed

Properties each y€F, they are forwarded to the municipal clerk. The

city council then submits its budget and after determíning the

expendítures minus any other revenues which the Cíty wlll realize in
that year a tax rate is struck. This is done by dividing the amount to

be raised by the total taxable assessment. From thís a mill rate is deríved

whích shows how much tax is due per dollar of assessed value.
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The methods used to assess the values of land ín the City stem from

the book by R.l'1" Hurd, ¡'Principles of Cíty Land Values'r wri tten over sixty
years ago" very little extrð has been added to th¡s initial tert on

valuation. To put his theory in its símplest form would be to state
that the value of urban land is determíned.by discounting future net

íncorne attributable to a given site by virtue of its locatíonal qual itiesl,
There are five basic methods of appraisíng the value of land, all

five are put to use by the Assessment Department, city of wínnipeg. The

particular method used being dependent on the specifics of the site in

guestion. The first method is market data method. The value given a

proPerty under this method sterns from the price which ¡t is fett a willing
buyer will give to a wílling seller in a norm¿¡l sítuation ín which neither
party was under duress. Th¡s nethod is preferable to others if adequate

current comParable sales data are avai lable for simí lar propert¡es. By

comparing the market príce received for similar propertíes and then

adjustíng for any dissimilarities a value can be assessed to a property.

The second nethod ín use ís the distributíon or allocation method,

ln this method a fixed relatíonship between land and buildings is asswned.

After the determination of the total value of the site from sales data,

this method is employed to determíne the cost breakdor*r between the land

and buildings. lts maJor prenrise ís that there is a fixed percentage

relationsh¡p between the site and the total value of the property.

l. Erorning, c.E.r-Land value Taxation: promíses and problems, JAlp,
Vol . VXIX, no. 4, p.3OZ.
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The thÍrd method is the cost of development method. Thís method

is primarily useC to assess vêlues on the urban-rural fringe which would

appear to be nearing actual development. The assessor ín using this

method would determine what the land would bring on being developed,

by making assumptíons about the optimum site design and the cost of such

a design" By doing this he derives a value for the land. The est¡mate

of value would be what the land would bring fully developed, less the

cost of raw land and all services.

The fourth method is the residual method. There are a number of

residual techniques used for the determination of both land and total

ProPerty values. l'lhat they require is a knowledge of certaín data ancj

from this known data, unknown elements can be determined. A simplified

example using a residual technique for the determínation of land r¡alue

is as follows:

Assumed bui ldîng value $100,000
Assumed net íncome to property l2,OO0
Capí tal izatíon rate for buí lding

rv" (roo,ooo x rfÁ) - -ro.oog
Net income imputable to the land - t,000
Land value: $2,000 capí tal ized atfA (e,ooo å .05) I and va I ue $40,000

The use of bench marks, the fifth method, is also íncorporated into the

assessment of property values. From known values for selected bench marks

throughout the cíty the value of other sítes can be interpolated.

These are the corlúnon methods used to determíne assessed land values.

ln canada as elsewhere the assessed value given property is very rarely
based on current market value" This is due ro the fear, ste¡nmíng from

the depression of the thirties, that should assessed values closely
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approxiffü¡te real values, in times where rnarket values

fall below the assessed value causíng major protests

currently the city of winnípeg assesses propert¡es on

val ue base"

fa I I they wor.r ld

f rorn rate payers,

a 1957 assessed

B. THE LEGAL BASIS OF CITY ASSESSHENT

The legal basís for assessment in the City of Hínnipeg stems from

Part vl l, The cíty of ttinnipeg Act (statute of Hanitoba lgTl c. l05

amendments 1974), the section being enti tled 'Assessment'. Here is

outllned the Poùrers, resPons¡b¡l¡tíes and limitations that are given to
the Assessment Department, City of Winnipeg.

The general mandate for assessment is deríved from sec 150 which

states rrNotwi thstanding the Hunicipal Assessment Act or any other Act

of the Legislature, the assessment of lands in the city shall be carried
out and made in accordance with the provísions of this Act, províded

however where a section or sections of the Hunícípal Assessment Act are

specifically made applicable to the former city of winnipeg or the city
of st. Eoniface such section or sections shalI apply to this Actr.

After proceeding through a description of applícable definitíons
the Act states (sec 152 (l)) rrExcept as speêlfically herein otherwise

provided al I lands are I iable to taxationr. r'lajor exernptlons from

ProPerty taxåtíon are in effect for crovrn land and property, land owned

by the Rural Hunicipality of Rosser and realty tax exemptions are provided

for canadían Pacific Railway holdings under chapter l09, statute of
l'lanitoba 1965- There are numerous exemptions and qual if ications listed
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in section 152 to 156" An interestíng exempt¡on is allowed for new

construction under sec 156 (l-Z), Thïs states if constructíon of a new

buildíng or addition to an existing builciing is ín effect at the tíme of

assessment the assessor shall not in making his assessment of the land

include thereín the value of the new construction. This exemption can

be in effect for up to turo years beginning from the starting date of

construct¡on. Though not part of this study thís exemptíon raíses the

intriguing point of whether construction time frames are designed to

utilize this exemption to its fullest potentíal, i.e. for large projects

is constructíon drawn out to the full two years.

Sec 158(l) states the requirement for total updating of the assessment

rolls for the Ci ty. ttAt least once in each th¡eejonsecutive years the

assessor shall after enquiry and aided by such information as may be fur-
nished to him, make a valuation of every parcel of rateable property in

the City according to his best judgement and enter such valuatíons in an

assessment roll to be prepared by hím annuallv in an appropríate form

approved by counciìrr. As wíll be shown in the next section of thís chapter

the trlennial valuatíons of assessment for City property has not occurred.

Currently the Assessment Department is endeavouring to do a complete

city'+ríde assessment but this wí I I not be compreted unti I lg7g.

The assessment of land and improvements ís laíd down in section

159(l&2) . Land, as distinguished from the bui ldÍngs thereon shal I be

assessed at its value at the time of âssessment. Buildings are to be

assessed at tero-thirds of their value. This breakdown as has been

explalned in chapter Two stems from l!0! when the city changed from a
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full value assessment for both land and improvements to the current 100fl"

land 66 2/T/. bui ldíng assessment. Thís shift being an offshoot from

the single tax movement which spread âcross the Prairies at the turn of
the century.

Part Vl I of the act speci fical ly del ineates the information which

is to be transcríbed on to the assessment rolls. Each lot and plot

ín the city is to be regÍstered, the owner of saíd lot is also to be

registered and the value of assessment of both land and ímprovements

at the Prescribed valuatíon are to be placed on the roll. Then a total
value of both land and improvements is to be listed in a separate colLmn

to form the total assessment ¡n respect to the property.

The accuracy requíred of the assessment of land and buildíngs is

laid down in section 159 (¡) and appears to be quite loose. lf the

arnount at which the land (referring to land and improvements) is assessed

bears a faír and just relation to the amount whích other lands in the

city are assessed then ít is deemed to be a reasonable and just assessment.

This gíves the Assessment Departnrent the tacit poùrer to either keep assess-

ments low or high depending upon the historical trends inherent in the

assessment Process. So long as parcels of similar characterist¡cs.are

assessed at relatívely the same value that is all that is required even

when these do not approximate mårket value. So if historically assessments

have been low then they will contínue to be so. Once a level of assessment

value to market value has been determined for a City this will be perpe-

tuated, the only poss¡b¡lity of change would require a total and cønplete

revampíng of all City propertíes, â piece meâl method of revamping values
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would contravene secticn 159(3).

The Assessment Department of the eíty ís therefore caught Ín perpe-

tuating påst asscssment levers even if they are low with regards to
the actual value of properties.

Sectíon 166 to 176 descríbes the implernentation of the business

tax for the city of Winnípeg. The business tax is based on the annual

rental value of businesses within the City. The assessment is based on

the annual rental value of the prernl.ses which are occupíed by a particular
business. The bugínesses are then dívided into categories, sixteen

categories ¡n total, and charged a percentage of the annual rental value

as a business tax. The percentage charged is dependant upon the category

in which the business falls and the total amount of assessment leveled

by the c¡ty. certaín qual i fícations are laid down for those businesses

where it is impossible to assess rental value. ln the majority of cases

these businesses are charged a llcense fee in lieu of a business tax.

The f inal sections of Part Vll of the City of bJínnipeg Act deal with

the process of appeal allowed to property owners within the cíty. Each

year the City council shall appoint a Board of Revision to revise the

assessment rol ls. The Board ís to be made up of a mínimurn of three

counci I membeis. These members are charged with revising the rolls and

to hear cønplaints from those property ot{ners who feel that their assessment

is unjust.

The Board shall after thirty days prior notice sit and hear those

people who have complained in writing to the goard or its secretary.

lf no written compla¡nts are receíved within the precribed tíme then no
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further action will be taken or received in any court in the Frovínce.

A ccmplaint does not necessaríly have to arÍse wíth a property owner,

any person nEy rnake representation to the Board wíth regard to any

parcel of land and may Protest what they feel to be an i¡njust ôssessment

or error within an assessment whether it be to increase or decrease the

essessment or to correct any omission or cormissíon within an assessrr€nt.

uhen the complaínt is heard by the Board, the Board has the right
to make a decísion and to make what ever changes lt feels are necessary

or required in the assessment rolls.
lf the decision does not meet with the approval of the complainant

he has the right to aPPæl either.to the Munícipal Board or to the Court

of QueenlsBench depending on the nature of the complaínt. lf it, the

complaínt, is in regard to the amount at which the property has been

assessed or to the classification of property for busíness assessment

the complainant would aPPeal to the Municipal Board. lf the complaint deals

wíth the liabi lity of the complainantrs.property to assessment or the

I íability of the cornplainant to business assessment then he would appeal

to the Court of Queenrs Bench.

tlith the declsion of either of these bodies the assessment will
be deenred to be final and wiII be entered in the assessment rolls and be

bindíng on all individuals involved.

This is the legal frameruork ín existence for the assessment of
property and businesses within the C.ity of !,linnipeg, The next sect¡on

of this chapter shall deal with the actual workíngs of the Assessment

Department of the City of l{innipeg.
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E " T|IE ASSESSI4ENT OEPARTI'1ENT OF THE c ¡TY OF w INN ¡ PEI32

The sraff of the Assessment Department of the city of Hínnipeg

vdas ðt the tíme of nay enquiries made up of I l0 staf f members. 0f this

total approximåte¡y 35 People were involved in the clerical processÍng

of the Department" The other 6! people within the Oepartment b{ere

assessors of whom l! were field assessors, given the direct responsibility
of assessment of property wi thin the cÍty. The Dep,artment was ín the

Process of training a number of new assessors. Though even with the new

assessors Hr- Hagglund, the Oeputy head of the Departmentrstated that he

felt more assessors could be utilized by the Oepartment.

The training Process of assessors withín the Department had in the

Past been one of moving an índivl'dual through clerícal positions within

the Departmeflt uP to a junior assessor. An individual would start with

the Department as a junior clerk move up to a higher office position and

then if he desired move into the assessment field as an apprentice

assessor. Currently hærever the Department has changed to a policy of

hiring people directly at an "assessor one,rposítion and then givíng

them practical and theoretical training on the job.

The applícants who are accepted by the Assessment Departnrent have

a minimun of grade twelve education and should have some knovrledge of

architectural work or constructíon though such trainíng is not stipulated

as a mandatory requirernent. Exceptions have been rnade to the grade twelve

requirement if the Person has a great deal of experience or pract¡cal

2" lnformation in this section was obtained from intervievys wi th Hr. E.
Hagglund, Oeputy Head of the Assessment Oepartment, city of ufnnípeg
and conducted tlay 24, 1977.
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kncwledge of aspects of construction such as the reading of bìue prints.
upon entering the Department, the'rassessor onf;,' is requireci tr take a

training course sponsored by the Cíty of ìdinnipeg; he is also io farnil iar-
íze himsel f with the voluminous rrltlanuals of construction and Housing

Typesrr, which have been developed by the Department. These volumes have

been developed to assure uniformity of assessment throughout the City.

The indívidual will hold an ttassessor onerr positíon for approximate!y

four years. Duríng that time he is expected though not requi red to take

other assessment courses sponsored by various organizations within the

Province. Such a course would be that given by the Assessor officers
of Hanitoba which is affiliated wlth the Appraisal lnstitute of Canada.

After four years ¡t is expected that a junior assessor would desire

further traíníng. Upon taking further traíning he is or could be promoted

to an ttassessor tworr level . ïJíth further traíning of both a theoretical

and practical nature he would advance up the ladder to',assessor three"

thenrrassessor fourtrposítions and then would probably transfer to a

management role wi thin the Department.

The Department uses the five methods of appraising land which were

described in the opening section of this chapter. The five methods

being the market datâ method, residual method, cost of development method,

distribution method and the rule of thumb or bench mark techníque. The

latter being used onìy as a check to ensure a uníformity of assessment

among símilar sites throughout the City. By the use of bench mark sites
derived frqn market sales the Department ¡nterpolates the values of similar
s¡tes in the City. The influence of corner locations on assessment
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values, rests in a grey a¡'ea and is flexible as to whether such sites

are assessed at higher or iower values then internal block sites. ln

generðl a corner lot rcould be deemed to have a higher val ue then ínterior

sítes on the block, however if the corner has traffic signals then ¡t
would be valued at a lor¡rer rate then ínterior sites.

The Department is currently in the process of computerizíng all
assessment rolls and ínformation in the city. They hope that in thís

way they can speed up and increase the efficiency of the assessment

Process ín the City. From the discussions with the Deputy Department

Head it aPpears that they envísion computerizat¡on as a possible method

of keeping assessment rolls on a basis which more closely approxímates

the current market value. But it was not known if this could be com-

Puterized. Hr. Hagglund (Oeputy Department Head) seer¡red to be unsure

of the possib¡l¡ties of cornputerizatíon but stated that the above was

one of the hoped for results. The poss¡bílíty comes to mind of the
r¡black boxtr syndronei lnformatíon beíng inserted into a .csnputero data

coming out without a certain knwledge of the processes through which

the computer Put the ínitial information, with the resultant improper

appl ication of the f inal data. 0nly future anålysis of the applicat¡on

of the ccrnPuter by the Assessment Department wíll determine if this out-

come has occurredo

The City is broken down Ínto eleven assessment distrícts (Hap pase 48)

based on the political and structuralneighbourhoods of the Cíty of lúinnipeg.

The Department currently assesses all sites in the cíty at a l9j7

market value base. ln gene?al this rate was stated by t{r. Hagglund
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to be about 20 to 2f/" of the true current vaiue of the propertïes.
However specific residential property assessments cãn range anywhere

f rom 20 to lzf/. of true market varue. j,,rr. Hagg!und stated that the
Department is presentry in a process of reevaruatíon of ail property
ín anendeavour to bring assessment up to a l9l3 ðssessment value base.

This process will not hovrever be conpleted untíl lg7g.
This brings up the point of the Departmentrs concurrence with

section ls8(l) of the city of LJinnípeg Act which states that a complete
reðssessment of all City properties is to be done every three years.
The DePartment however ís íncapable of such reevaluation due to lack
of manpoyrer. so this section of the Act has not and currently is not
being adhered to. lt fs hoped that with complete cqnputerization the
requirements of section 158(l) can be fulfi lled. The only other possible
solution to thís problem would be to change the legislation and make the
requirements for total reassessment more lenient.

The Department strives for uníformity and equity in its assessments.

Because it is in essence 'rmâss appraisíngr property, simí rarí ty of
åssessment between like sites Ís sought after, rather than the establish-
ment of market value. The Departrnent is in a sense servíng two masters,
the cíty(Government) and the specific property owner. The city requires
that assessment be at a level that wíll allow re¡¡lty taxes to generate

enough income to continue the functíons of the city. The property owner

requíres that the Assessment Departnpnt keep assessrient at a fair and

equitable level.

Though the Department works for the City it does not feel direct
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politícal pressure from the elected members of the cíty government.

5o Iong ås assessments are reålistic, elected representat¡ves do not put

pressure directly on the Ðepartment. The property owners also do not

Put that much Pressure on the Department. !n an averege year the Depart-

ment will receive 100 to 125 complaints agaÍnst their assessments. Thjs

can be cqnPared to 196l a year of total reassessment when the Department

was inundated with t6oo conplaínts. Hr. Hagglund stated ,rthat the Ì

citízens knotr we are so low with our assessments that they do not voíce

måny complaints'r.

D. DETERI'IINATION OF THE PARITY RATE AND THE ACCURACY OF CITY ASSESSHENT

To determíne the accuracy of the City assessment in an effort to

verify stetements made by l{r. Hagglund (oeputy Head Assessment Department)

in my discussions wíth him, ! found it necessary to determine the parity
rate on a sample of properties currently on the market in the city.
The parity rate ís the ratio of the assessment value of a property to
its market value. ltr. Hagglund stated that the level for the Cíty was

currently between twenty and twenty-five percent of market value, with

a possible range of twenty to one hundred and twenty-five percent on

specific sltes. This relatíonship of twenty to th,enty-five percent

assessment value to market value is also stated in a nunber of Glty

publicat¡ons (¡.e. City cenparison of tax rates in varíous districts
use a figure of twenty-five percent).

To determine a sample for the cønparison of assessed to market value

I extracted al I house sales, which gave price and location frqn the
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ìdinnipeg Free Press and þJínnípeg Tribune for saturday, June 4, rg77.

From the newsPapers lwas able to clevelop a sien'¡ple size or" l0!. I then

placed these market values for the 105 sites against the assessÍnent

values for the same sites gíven in the assessment records of the C¡ty.

From a cornParison of assessment to rnarket value a paríty rate was developed

for each site.

Table lll'':A shqvs the lOJ sites, listed ín descendíng order of market

value. lt is easily seen that no discernable relationship exists bet-

ween market value and the parity rate. However it ís obvious that the

parity ¡:ate developed in this sample does not even closely approxirnate

the parity rate of twenty io twenty-five percent staredby l{r, Hagglund

to be the current level ln the Cíty. Calculatíons on the sample develop

an average parity rate of just l3.Zflo, almost half of what the Assessment

Department figures and officials stated. ,

Thls discovery that the actual parity rate for the city is in a

range of l0 to lflo of market value råther then the stated 2O to25%

has a number of ramífications for the City. tJhen a mil I rate increase

is necessary ít is determined from the assessment value of the city.
lf thís value is læ¿ the number of mílls íncrease wl ll be higher than ¡f
the assessment rate nþre closely approxímates real market value. The

higher the assessment level ls, the loper the míll rate increase required

to Ð(tract the needed income for the cÍty. From a politÍcal
point of víew a higher assessment level would mean thåt yearly mill rate

increases would be lovrer if the parity rate erere hígher and therefore

it t+ould be easier to justify increased expenses and through the illusion
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a smaller numerical mill rate it would be easier for the populace

hand I e.

An assessment I evel which more closely approxírnated market va I ue

would have ramifications for external borrowíng for the City as well.
The borrov¿ing markets in determíning the level of loans for a ci ty would

investigate the total assessment for the city. That level, if ít more

closely resembled the ectual rnarket value of al I city property than

the current l0 to lflo could only benefit the city in its search for capital
expendi ture funding.

Though as has been seen, no relationship developed when the propert¡es
studied for the parity rate were arranged ín order of their market value,
a very definite relationship develops when the properties are arranged

by city area and average paríty rates for each district are compared.

(raute u t-B).

It is easily seen that as one proceeds from the extrernities of the

City inward to the centre (excludíng Transcona which possibly because

ít is not appended to the cíty proper does not conform to the Trend)

which is rePresented by central lJinnipeg Area Two the parity rate ríses
sharply upward, reaching its zenith in the centre of the city. A graphíc

representation (Graph lll"A) shows ho¿ the parity rate climbs upward to
the central city. This means that as one journeys inward into the Gity

the amount of assessment to market value rises; people are therefore
paying more taxes Per dol lar of market value in the central City tha,n

they are in the suburbs. A sltuatíon which benefits the suburbs un-

fairly over the residential areas in the cityrs centre. A possible
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Partíal exPlanation of thís phenorflenon of increasîng paríty rate r¡ith

decreasing distance frcm the Cíty centre ís that universally a pheno-

rnenon has been observed of a higher assessment being given to smaller

properties. The residential lots ín the Cityts centre have on average

a smaller frontage then suburban ìots and therefore this phenomenon of

higher assessment per unit area of smaller lots over larger lots could

be occurring.

Another poss¡blå explanat¡on is that ¡n the central Cíty assessors

are ímputíng potential valuation of land in their assessment of resíden-

tial lots, whereas thís in not happening in the suburbs. Thís would

imply that the assessor is adding into the value of central City resi-

dential sites the value that could be realized if the site had a differ-
ent more intensive land use situated on ¡t (i.e. high rise apartments).

rather good example of such a practice can be seen in an example

listed ín the next two chapters; in the case of Gauchon St. Thís resi-
dential street ín an area of apârtments has its 33 ft. frontage lots

-assessed at $3300 whereas a lot in Hi ldwood park of similar dimensions

has an assessed lot value of only $l9ZO,

Though both these explãnatíons could hold true it would requÍre

more analysis Ínto the actual processes of Cíty assessment to ascertain

posítívely the reasons for such a phenomenon and such a study is not

within the scope of this thesis, though the findings do have bearing

on the accuracy of the províng of the hypothesis. lt is enough here

to be aware of the trends in City assessments, the exact reasons for

such trends will have to be discovered elsewhere.
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Another ¡nteresting point which has been ascertaíned outside of

official interviews with the City Assessment Department is their pract¡ce

of hi ring sutTurner staff to do assessments ín the City. The Department

hires between 50 to 75 strnmer staff for this purpose, most are universíty

students registered in courses relat¡ng to the built enviro¡ment. These

students are gíven two days of formal Instruction and then one week of
working ín conjunct¡on with an assessment officer of the City. After

thís time they are sent out on theí r own to perform assessments of Ci ty

Property. The point which should be raised here relates to the accuracy

of such assessments. Again, only in depth analysis of part time staff
assessments and assessment practises could determine the degree of

ãccuracy of their assessrnents but the short instruction period does bríng

into questíon the level of accuracy which can be realized by such staff.

E. CONCLUS ION

The purpose of analyzing the Assessment Department of the City of
Winnípeg and ths assessment process in general was to ascertain the level

of accuracy which could be expected when one çompares a tax form based

on the assessed value of land to the current real property tax based

on the assessed value of total property. As can be seen from the above,

certain points arise which could place in question the level of accuracy

of assessment determined by the City Assessment Department. The lovu

levels of the Cítyrs paríty rate; the ¡'elat.ionship between locatíon and

level of paríty rate in the City; as well as the practise of using sufiner

staff with limited training bríngs into guestíon the âccurêcy of city
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assessment. However none of these items are of such a blatant nature

as to cornPletely distort assessment r¡aiues for either total property

or land and it must be realized that under either tax system, the Assess-

ment DePartment of the City would remain unchanged and such díscrepancies

as have been located would affect either system equally. I therefore

feel safe in going ahead ín the following chapters with the comparíson

of the two tax systerns and the proving or disprovíng of the hypothesis

using the assessment figures of the city of ldlnnipego always keeping

in mind the obvious limitations.



CI.IAPTER FOUR

rHE AppLrcArroN oF srrE uo$i'rilÏ?To* rN rHE crry oF r,,rNNrpEG

A. INTRODUCTION

ln this chapter an attempt wíll be made to prove the first segment

of the hypothesis; that síte value taxatíon can provide revenue at levels

high enough to maintaín the City and provide a more constructive tax

base than the current real property tax now in effect. The two tax

systølrs wí I I be analyzed on dí f f ering types of land use and ci ty loca-

tion'for the PurPose of comparíson on the grounds of property development,

land maíntenance and land speculatíon.

The first steP ín such an ânalysis is the determination of a City
wide míll rate for each of the two tax systefls. For the sake of compari-

son only the City imposed mill rate will be used, no mention or inclusion

of the varying district school mill rates u¿ill be carrÍed out. The

determínation of the current real property tax míll rate is a simple

Process (table lV-A). The expendítures required by the City for 1976

are divided by the total amount of City assessments. From these calcula-

tions a figure of 65 mills surfaces. The determinat¡on of the mill rate

for a City wide site value tax requires similar calculations, however,

ín place of the total assessment fígure used above, only the assessed
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value of land is used (taUte lv-B). From this change ín the calculations

a mill rate of 259 mills is derived for a site value tax. ln this way

the same revenue can be attained for the City.

A mill rate of 2s9 mills under a site value system, though it may

seem quite excessive is, it must be realized, only based on a quarter

of the total amount of assessment that the real property tax systanr is

based on and seen in this light is not that overbearíng. This determina-

tion of mill rate Proves thät a m¡ll level under a s'rte value system

would not be so excessive as to rule out íts implementation. Thís argue-

ment has Éeen broached before in the defense agaínst the implefientetion

of site value taxation. The míll rate it was suggested would be so hígh,

over 1000 mills (¡.e. the tax to be paid on a site would be greater

then the amount of land assessment)"that the tax would not be feasible.

Though a mill rate of ZS9 is high ¡t is not so high as ro preclude

practícal appl ícation.

B. RATIO DETERHINATION

A rat¡o between land assessrnent and improvement assessment will
nq¿ be determined. By such a determinat¡on it wíll be possible to
ascertaín at a glance whether a particular site will experience a rise
or reductíon ¡n tar€tion under a síte value tax system.

There are a number of ratíos whích can be used; land to improve,-

mentsu which would gíve rat¡os in the case of vacênt land of l;0.,
¡mProverîents to land which in using the case of vacant land would produce

a ratío of 0:1, land to improvenents or více versa âs a percentage; or

total property to land value which in the case of vacant land gives a
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rat¡o of l:l " The ìatter ratio, will be used in this study since ¡t is

the most workable es in no case <jo you deal with rðtics us ing zero.

Table lV - B gíves the determinatíon of the ratio which works out as

3'98 to l. 0n any specifíc site ¡vhich demonstrates a ratio higher then

3'98 to l, total assessment to land assessment, têxes under a site value

system undertaken ín the City of l,tinnipeg, would experience a decline

frqn the current amount of property taxes they pay. iüíth properties

which exhibited a rat¡o of total assessment value to land value less

than 3.98 to I taxes would go up from the current level under a site
value syst,e¡n, to a maximum of 3gæA in the case of vacant land.

CN METHODOLOGY

To comPare the effects of the two tåx systems it was necessary to

select varíous specific sites in various land use categories located

throughout the c¡ty. The classificat¡ons of land use were chosen to

include all major categor¡es rocated withín the city. For thís
analysis the categories will be divided into two major streams, resíden-

tial and conrnercial /industrial . within the commercíal,/industríal cate-
goríes the fol lowing land use classi fications were chosen, offíce
buildings, motels/hotels, grocery stores, 9âs stat¡ons, warehouseso indus-

tr¡al sites, parking lots, and vacant land. t{ïth¡n each category a random

selection of sites was made through existing lísts of all such sites.
These lists were either taken from the WÍnnipeg Telephone Dírectory or

the Metropolítan wínnípeg Arrow street Guide (a listing of various

land use tyPes distributed by the Henderson directoríes). Within each
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category a number of sites were selected in an attempt to include enough

samples âs to ¡ndicate the pattern of differences which arise between

Èhe two systems of taxation.

Specific analysis will now be made of each of the land use cate-
gorÍes in the convnercíal/industrial category analyzing the trends ín
each of the tup tax systems, for property development, land maintenance

and land speculatíon.

D O COI.II'IERC IAt'/ INOUSTR IAL LAND USES

lo Office Buildings

A total of thirteen office buildíngs were selected frôm the Henderson

0¡rectory supplemental street guíde by the use'of random number tables

and are listed in Tabre rv - c. rt can be seen that the totar assess-

ment value of all propertíes was $7,562,370 with land assessments beíng

$1,022,520 giving a ratio of 7.4 to l, whích implíes that in general,

off ice bui ldíngs wi I I rec,eive a substantíal reduction in taxation under

a site value system. specífically ít can be seen from Table lv - c

that though a general average would give office buildings a reduction in
ta'(at¡on' five sites studíed did or would experience a taxat¡on increase

under the proposed system. The greatest increase would occur for the

l{ld Town building located at J/! Graham. Thís building would experience

a $5430.98 increase over i ts current tax base, an increase of zx/-. ln
this case ít ís obvlous that the rand value is one of the highest and

this fact is not conunensurate w¡th the value of the bui lding, pointing

to the fact thar the site is underutilized wlth regard to the use to
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which the land is n$¡¡ being put, The same reðsoninE can explaín the

other f*ur cases oi' tax increases which would occur under site val ue

taxât¡on,

0n the other síde of the coin the Hoodsworth building on Broadway

would experience a reduction in taxes of over $1001000. Though this is
a Províncial Government buildíng and would be payíng grants ín lieu
of taxes ¡t ís still a formidable example of the benefits which would

accrue to a síte which has híghly ut¡lízed its land base. The eíght

sites which would experience reduct¡on would receive total reciuctíons

of $273,499.96 while the f iræ sites which r,rould experience increases

would have a total increase of $46 ,778.59. rt can be stated that the

majority of office buildings would therefore benefít with the ímplemen-

tat¡on of a site value tax system.

I l. Hotels/Hotel s

12 motels and hotels r^rere drawn as â sample from the listings in

the Arrow street guíde. This is a ten per cent sample of all motels

and hotels in the City. The retationship between the total assessment

value for all twelve sítes in comparison to the total land assessment

gives a ratio of 7.37 to I which agaín ímpl ies, as it did for off ice

buíldings, that motels and hotels could in general experience a reduc-

tíon ín taxes under a site value system. Again however ít is not a

cønpletely black or white díst¡nct¡on. Four of the si tes studied

experienced an increase when converted to a síte value mill rate of
259 frun the current re€¡l property mil¡ rate of 65. The four sites are,

the Èlanor Hotel , 692 l'lain St., the St. Regis Hotel , ZgS Smith St., the
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Hest Hotel o 786 tlain St., and the J4oteì 75 located ât Bz9 pembina Hwy.

Ïhe increase for the fírst three examples can be attributed to their
highly sought after downtown locations and the fact that they are not as

highly developed as surrounding properti es. This reinforces patterns

which were also apparent with those office buildings which would experí-
ence increased taxes under a site value system. Unless properties are

developed, not necessarily to max¡mum potentíal but to a point ¡¿here

buílding value exceeds land value by â rat¡o of four to one sitês can

experíence a rise in taxes under a site value system. This could cause

vert¡qal development under a site value tax system precipítated by

builders/developers who wish to reach a level of buíldíng whích would

not underut¡ I íze the si te.

The fourth example experíencing an increase is I'totel 75 which is

located on Pembina Highway beside the Manitoba Hydro offices. rt ís a

motel conplex of small attached bungalow suites comprising a síngle

story on a very large site whích is utilized ln the main for parkíng"_

Agaín this shou¿s an example of a síte which does not fully utíl¡ze its
land. Such sites wouldexperíence a ríse in taxatíon under a síte value

sys tem.

With regard to total changes it is obvious that benefits would

accrue to the majority of motel, hotel sites in a reduction of taxes

unde¡' a site value systern. The eight si tes whích gain benef its from

the ínstallation of a site value system experience a reduction of $l0316¡1.g6
or 66oÁ in thei r current tax bi lls while the four sítes experiencing in-
creases, only experience a total hike of $l luB74.0! an íncrease of 3Ø"

from current levels of taxatíon.
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lll" Grocery Stores

Tt¡Jen ty-s íx grocery s tores were sel ected f rom the i\4an i toba Te I ephone

Dírectory (faule lV-E) selected again by the use of random number tables.
The f irst ten represent a nrajor chain of large grocery stores in the

cíty. ln analyzing the effects of a site vaìue rax system on all 26

sites ít can be seen that half would experience decreases, half increases

ín their tax bills under such a system, though the benefits in reduced

taxes ($l0l ,877.22) would far out weigh the increased tax bil ls for
those sítes experíencing increases ($ggsz.06). The impact of increased

taxes horvever would be great, as in the majority of cases it would

fall not on the large chain stores but on the smalì corner establish-
ments in the Cíty. 0nly two of the large chain stores experience increases

(l¡lg Pembína Híghway and 285 Marion) and in both cases this increase

can be attributed to the large surface parking lots surrounding both

si tes, which íncreases the arpunt of underutil ized land. The other

eleven sites e,r<períencing íncreases are the smaller type of grocery

establishment for which such a tax íncrease wouìd or could be very

detrimental. ln two cases (682 Sargent and 707 Sara) taxes would double

whích could cause a definite'drain on income for what were probably

marginal operat¡ons to begin with.

The increase in taxes under a site value system could therefore

cause a shift away from smaller, single où{ner corner groceries with their
limited investment capital and ìow profit margins to the chain sysrem

of small groceries which could afford the expenses of improvement and
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upkeep needeC to bríng such establíshments up to a level of development

which wouìd offset the higher tax Ievels experienced under a site vaiue

system.

As well th¡s data po¡nts to the fact that the small corner grocery

is an inefficient land use in higher densi ty neighbourhoods. I ts one

story structure not utilizing the site, particularly when ¡t is sur-

rounded by high rise apartments. The pressure from a site value tax

on thís type of structure could be enough to cause its incorporation

within a larger structure, thereby maximizing the use of land and reducing

the growing share of taxation. Therefore the posstb¡ I ¡ty arises that

with fìexible zoning, site value taxation may indírectly bring about

considerable changes in thís urban form.

lV. Gas Stat¡ons

Eíght gas statíons and one car wash were selected as a sample for

a determínat¡on of the effects of site value taxes on servíce stations

(taule lV-F). The sites were chosen for locarion throughout the Cíty to

ensure that all City areas were studied. lt is apparent that under a

síte value system all servíce stations in the City no matter the locale

will exPerience marked increases in their tax bills. The ratío of total

value to land value is a ìow 2.06 to I which means a 93% increase in

taxes under a site value system. Only the car wash experienced a slight
reduction ¡n taxes and thís can be attributed to the fact that the assessed

value of the car wash equipment and structure gives the site a ratio
greater than J.98 to l. The increases are particularly high for those

stations which are self serve (Zll Hain). ln this case the self serve
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stat¡on would experience a 326% íncrease in tax rate under a site 
'alue

system in cornparison to what it pays ncw.

The impìications of the ímpact of site value taxation on service

stat¡ons would be such as to possibly wêrrant more íntense use of land

and again possibly íf the econornic impact was great enough to cause a

sh¡ft away from self serve stations.

V. l,/a rehouses

A total of six warehouses were examined (taUle lV-G) and results
were mixed 5úÁ showing increases 5Øo decreases if a site value tax systern

were put into effect. The rat¡o total for all six sites was 4.52 to I

which implíes that Ïn general warehouse sites could expect reductions

in taxation under the proposed system. However it appears after examining

sites singly that benefits would be míxed, dependant upon location whích

effects the assessed value gíven the ìand and the construction and quality
of the warehouse bui lding.

V I . l¡'rdus tr ia I

Ten industrial sítes were selected in the cíty in an attempt to gauge

the taxrs effect on industríal sites in varyíng locales throughout the

city. lr can be seen from Table lv.fl thâr the majoríty of sites (gø)

would receive tax cuts, ranging from the hundreds (gl Uawson) to hundreds

of thousands of dollars (ll9l Kennaston). The two sites whích shovr

increases would exPerience rises in the thousands of dollars. lt can

be assumed that the reasons for the decrease ín the majority of sites
is due to their locatíon ín industríal areas of the City where land

assessed values are aPPraised solely for theí r potential as industrial
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sites and not for any other possíble land uses or to
appraisal of their bui lding infrastructure is high,

value of equípment, included in the bui ldíngs.

the fact that the

because of the high

The two sítes exPeriencing increases are not located in industríal
areas of the City- 270 Assiniboine (Guertin Bros. Paints) being located

in a hígh ríse apartment area and the same is true for the site at
780 Harion St. The land at assessed value is râted very highly ín
comParison,to the buildíng infrastructure located on these sítes. The

average increase experienced is 7,lf/, of the total assessed value of
the sítes. The average decrease for those eight si tes experiencíng

reduct i ons average 4.4f/o.

It is apparent from thís anarysis that with regard to property tax

the greater majoríty of industrÍal sites ín the city would benefít
from the implementation of site vðlue taxation. Thís could have bearing

on the attracting of industry to the Glty.

Vl l" Parking Structures

A very definite effect will be felt on surface parkíng lots ín the

city in the eventualíty of the imposition of a síte value tax system.

Surface parkíng lots will experience a rocketing increase ín their tax-

bills, ln the cases lísted (taUte lV-l) an increase of approximately

30Ø wíll be felt, whích will add considerably to the¡r cost of operatíons.

Using the example of 33-65 Kennedy ¡t is possiblê to determine the exact

effect such a tax shíft would have. There are ll0 parking stalls in

the lot" Assuming a monthly rentar of 35 dollars (a figure quoted by

a number of parking rental f i rms) gross revenue would be $I+6,200 per
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year or $3850 per month. The amount the current reaì orcperty [âx

rate rernoves from this total is $7,319.40 per year- or $66.1,t per

stall Per year. Under a site value systern the tax rate wouìd have.rn

ímpact of i29,099.40 per year or $264.54 per stall per annum. At

thirty five dollars per stall the current real property tax rate amounts

to l!.84/o of the total yearly rentar fee. Assuming a stationary

relationship between property tax and gross revenue of 15.as% the site
value tax rate of i264.54 per stal I per yeâr would require a comparable

stall rentêl of $1,6a7.08 per year or $139.lf per month per staì1, a

four fold increase. This fact could have two very real ramificatÍons

for the Cíty. One is that the added expense incurred on parking dovln-

town' where most surface parkíng lots are located could mean a shíft
towards publ ic transi t.

The second ramification could mean the development of building

sítes with ¡ntegrated parkÍng structures. lt can be seen from the

example of the Eaton's parkade that though an increase ín taxes wíll
be felt if a síte value tax were implemented the increase would be of

a mínor nature (l.f¿ íncrease in taxes) and have llttle actual effect

on the operation of such a structure. The parking structure type which

benefits the most is the system of underground parking used in a number

of the larger office towers ín the City. Lqnbard Place parkade has no

land value as ít is located below the surfacei the land value is incorp-

orated in the assessed value of the offÍce building above it, so the

garagers taxes would drop to nothíng under a site value system.

The outcome for parking in the City under a site value system would
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necess i tate a very defi n í te shí ft tc a

particularly in the downtovtn and c.:i.iid

shift to the use of public transit.
V ¡ I l. Vacant Land

more inten$i,¡e use of land,

concei r",¿!:ì\,/ aeuse a di-emati c

The relationshíp of vacant land under site value taxation ín com-

parison to the current real property system is straíght forward. All
vacant land will experíence a 398/. increase ín taxes under a site
value system. The ramifications of such an increase could defínitely
be wide felt, however certain circumstances weaken íts true impact.

The effects of such an increase would be expected to force people holding

land, part¡cularly in exurbia to speed up their processing of the land

into some use. lt would also be feasible to expect that vacant land

which has been held out of use in built up areas would now be forced

ínto use with the added cost of the taxes.

However from the example listed in Table lV - J ít can be seen that
the appraised value of the land is at such a low value that the tax

effect even with the quadruplíng of the tax rate is limited when compared

to the market vêlue, which ís also lísted ín the table. The market

values were extracted from the 'rReal Estate Supplement Digest¡r Busíness

and Law Journal for 1976 (a document of limíted subscriptíon). This

document lists all real estate sales in the city for each six month

períod.

In examining the second rast site, 693 st. Anners Rd. it can be seen

that bui ldings existing on i t are of negl igible val ue. A comparíson

of the assessed land value of 693 st. Anners Rd. to the market value
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gives a parity rate of 9.4f/, which ís ín the sâme range of parity rate

as was deternined ín Chapter Three, The lots four and fíve on Knowles

Ave. have a parity rate of Z.Oî/". The two sites have market values of

$11,875 Per acre and $32,653.06 per acre. l¡/hen thÍs is compared to their
average assessed land value of $SZg.15 per acre and $662.24 per acre

ít is plain that even a ten fold increase ín the level of the tax rate

would have límíted bearing on the development tíme frame as long as the

assessfnent level is so low.

To examine the situation further 693 st. Anners Rd. was sold for

$95,000 on November 20,197j. The current real property tax on the síte
would have amounted to .61% of the total sale price for 1976. Even if a

site value system was implemented the tâx rate based on the assessed value

of the site would only have amounted to l.?6% of the sales price, hardly

enough to cause the rapid development of the site. lmagine however if the

assessed value was 2fÅ of market value as the City (Chapter Three - sec C)

claims' Keeping the same relatíonshíp betwgen the land and bui ldings on

the site as it now exists the current real property tax for the si-te would

have been 5l ,543.75 (total assessed value $Z3,7SO) or 1.63% of the total
sales value. The site value tax under such a situation would have been

(assessed land value $12,243.2?) $3,170.99 or 3.3tf/o of the toral purchase

price. At such a level, the tax rate could begin to have an effect on

expediting opt¡mu$ use of the land.

The impact of a tax shift on vacant land becomes greater as one ventures

inward into Central Winnipeg. This can be seen by examiníng 614 Main St.,

a vacant site which was offered on the market for $47,500 in 1976. The

parity rate on this site is 41.fr a much higher rate than
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that experienced on the outskirts of the City. The difference in thís

case is exceptíonally high and is probably due to what wås a very low

asking pr¡ce for thís pert¡cular site. This fact, however, that the

parity rate rises as one reaches Central Winnipeg (Chapter Three Section

D) means that a shift to site value taxation would have its greatest

ímpact on Pressing vacant land into use in the more centrally located

distri,cts of ÌJinnipeg. ln the example cited, 6U3 Haíno a síte value

tax would in thís case amount to 8.09/o of the total purchase price. At

such a level it ís possible to assume that the developer will speed

up his develoPment plans in order to åvoid paying the much higher site
value tax, which acts as a holding disincentive, and develop a structure
on the site whích will generðte íncome to offset the tax.

The effects of a site value system of taxatíon on vacant land would

probably not be the major consíderatíon in the development of the vêcant

sites, obviously market decisíons and demand would be primary, though

it would definitely have a secondary effect on the decision to develop.

The reason a s¡te ialue system would be secondary is because the capi-

tal the tax can draw away is I imited.

The fact that the parity rate is low on the extremítíes of the City

ís due to tYJo factors the first, assessment departments generally assess

larger Propertíes at louer levels than much snaller lots. Because

lots are much smaller in the central City then on the outskírts, parity
rate levels tend to be higher in the central City.

The second reason is that land in the extremitíes is evaluated for
assessnìent as agricultural land and given a very lcn¿ dol lar per acre
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vaìue. Because of these facts it can be expected that the síte value

syste,n í f ínrplemented would have ¿n ef fect on preventing land specula-

tion and the holding of land out of use but it would only make up a

secondary factor in deveìopment decisíons, unless assessment values

of vacant ProPerty were brought ínto closer line with true market value.

E. RES IDENTIAL LAND USES

Two classifications of residential land use were examined in depth

to determine the effect of síte value taxation and current real prooerty

taxatíon on ProPerty develoPment, maíntenance of land and land specula-

tion. 70 apartments and 525 single family detached housing sites were

examined in various locales ín the Ci ty.
l. Apartments

Seventy aPartment sites were selected for examination under the

tl',o tax systems. There are approximately l!00 apartment sí tes I ísted

in the Henderson street guide, thís sample ís therefore roughly f/.
of the total number. The seventy sites were selected from the listings
using random number tables.

Because of the concentrâtíon of Apartment blocks in Central t{innipeg,

ttúenty seven of the seventy randomly selected sites are located within
the Central CÎty Area I boundaries used by the Assessment Department

(See l-lap P,48 ).
The two systems of taxation are compared with regard to each síte

and by locatíon ín Appendix. The first characteristic whích surfaces

is that in the vast majority of cases (see column six to view tax
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decreases or increases in rates under síte value têxation as compared

to current tax) apartment s ites u¡ould e)(períence very high cirope in

theír level of taxation under a site value iax ei-rångement. 0nìy ten

Per cent (l) of the sites experience tax ¡ncreäses, fully 9Ø" of the

apartment sítes examíned would experience tax drops under the proposed

system. These drops would range from $!4r2O3.gg for the apartment

located at 130 Beliveau Ave. to a low of $29.97 for the Fredmont

apartments located at I+5 Hargrave St.

The íncrease in taxes for the seven sites which would experience

thern under a conversion to ð site value tax would have a range of
increases from 95323.90 (fl4-¡lB Broadway) to an íncrease of gg3.6l

(525 Burnet I St,).

Table lV-K gíves a su¡Trnary of variations which would occur for
apârtments under a site value system of taxatíon. The first column

lists the geographícal area and the number of apartments exam¡ned in

that area. The second column, the total amount of taxes which would

be paid under the current real property tax systern. The third column,

lists the total tax of all sites which would be paid under a site value

t¿tx system' column four lists the actual amount of increases and decreases

which occurred within each district as well as the precise nufnber of
sites either exPeriencing an increase or a decrease fro¡n the current

real property tðx. Column five contains the average increase and or

decrease for each site in the district. A negative sign ín front of

the number signif ies a redr¡ction ¡n taxation under a site value system,

when compared to the current real property tax"
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By examining Table lv-K it is seen that the average tax payment

on the seventy sites examined under the current system ís $7,919 tir¡s

would decrease under a site value system to $3,260.2g.

The 63 sites experiencing decreases would receÍve average decreases

of $5 ,393.31 or 68/. ín thei r tax bil ls. The seven sites, which under

a transítion to a site value system would receíve increases, would

experience average increase of $l ,395.67 or 3TÁ

An inspection of Table lV-K reveal that no pattern exists between

the location studied and the increases or decreases apartment sites

experience under the two systems. The one major assumption that can

be derîved from the consideration of the data presented in this table is
that in the overwhelrning number of cases taxes would drop consíderably

under a site value tax system. Thís is due to the fact that land ís being

fully utilized in these cases.

ln an attemPt to f¡nd further correlat¡ons between the seventy sites

and the benefíts or prívations which would be inflicted upon them in

the conversion to a site value system Table lv-L was developed. By

obtaining the computer print-out on apartment sites developed by the

Central l{ortgage and Housing Courporat¡on for theí r bí-annual examínation

of apartment vacancies in the city it was possible to determine the

number of units in each of the studied sites. Unfortunately not all
blocks in the city are covered ín the cMHc data,l ,o onlv 56 of the

70 sites are listed in Table lv-L. From an ínspection of the data a

loose pattern of tax decreases under the proposed site value system

l. C¡'IHC tJlNNlPEc APARTHENT VACANCY SURVEY, Apri I 1977 covers 44,904
of a total 531669 est¡mated uníts for the C¡ty - 8W of total.
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emerges. The more units an apartment biock has, i"e. the greater the use

of vertical sPace abo.ve the síte, the greater the tax decreases wi ll
be under a site value system when compared to the current real property

tâx.

Thè- exceptíons to the above loose rule are s i tes 7,g,15,30137, and

39. Sites 7ß14-318 Broadway) síte 30 (45 ttargrave) and site 37 ß65

Kennedy) are located withín a small area of downtoun blínnipeg. The most

blatant variation from the rule that more units per block would mean

greater reduced taxes under a síte value system is 314-318 Broadway.

This is a large (87 un¡ts) ! story structure located among the many

business offices on Broadway between the legislative grounds and l.lain

5t. The building was built during the first part of thís century and

though well maíntained occupies a very large site which could easíly

be converted to office tov¿ers. This is the reason the assessed land

value ís hígh in comparison to bui lding value and this fact explains

why the taxes would skyrocket ín the event of the imposítion of a site
value tax. síte J0, the Fredmont, located at 45 Hargrave, is only a

fevl blocks from 314-318 Broadway herever ¡t ís of a different construc-

tion being a three story, 16 unit walk up apartment. Though the síte

would not exPerience an increase in taxes if a site value system came

into being, (actually it would receive a small decrease in taxes) the

decrease is not in line with other simílar sites. The reason for this

is due to the fact that the buí ldíng is not that wel I maintaíned or

constructed and therefore has a lo¡ assessed bullding value. The apart-

ment located at 365 Kennedy experiences an increase for similar reasons
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to those given for Jl4-318 Broadway, being an older unit, on a highly

valuable piece of land which could easily be converted to high densíty

conrnercial use.

The site ar la30-34 Pembina Hwy. is a combínation of the above

cases. A lovrer val ue apartment block buil t during the 1950,s which

occupies a highly valuable section of land which again could easily

be converted to cornmercial use, in this case the block is also not

that well maintaíned or constructed.

It is obvious from this examination of apartments that a site
value system of ta¡etion would benef it the heavy ut¡l izat¡on of resí-
dential land. ln other words a concentrat¡on of.people in higher

density bui ldings, compacting the síze of the Cíty.

ll. Single Family Residential

The studying of single famíly residentiar lots was done by l97l

census tract in an attempt to ensure both locational coverage and

income dísseminat¡on throughout the City. Eighteen census tracts, were

examined. llithin each of these tracts an average street was selected

by visual means in an attempt to ensure that the street selected re-

flected the average style and housing characteristics of the census

tract. The census tracts selected are shovrn on Map lV:A by the darkened

areas. A total of 525 sites of síngle famíly hones were examíned and

comPared for the varíation between the site value tax and the current

real ProPerty tax. The data will be further analyzed in Chapter Fíve

by census tract, âverage total income and level of taxation in an attempt

to examíne eguity levels for the two tax systems.
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The sites examíned are I ísted singly in Appendix, a sur¡Ínary

of each census tract is given in Table lV-14. The f irst coluinn ìis:s

the census tracti the second column lists the street examinecÍ and the

area classíficat¡on listed in the assessment roles (Hap p.48 ). The

third column gives the assessed land values for all sites studíed cn

that street. Column four lists the total (buildíng and Land) assessed

value. column five, lists the amount of current real property taxes

which would be paid by the sites on the street. Column síx ìists the

amount of taxation paid under a site value system. The seventh column

lists the difference in tax rates whether increase or decrease under

a site value system and also the number of sites which would experience

either a decrease or an increase. The fínal column shows the number

of sites observed on each street, a total of 525.

Conclusions can be derived from the final totals for all columns

on Table lv-M $944,000 of assessed land value was examined in compari-

son to $3,653,400 total. assessment value. By the use of the parity

rate determined in chapter Three it means that approximatel y 27 nillíon
dollars of property ât market value was examined in this sample. The

rat¡o between land and total property is 3.87 to I which means that,

on averageo single family housing in the City would experience a small

increase in tax levels under a síte value system. Such an increase

would amount to roughlV fl. of an average hqne ownerrs current tax bíll.
By viewíng totals for column f ive and six, site value taxation wíll
generate more taxes from Rl uses then the current reâl property tax.



U
T

S
tr

ee
t 

A
re

a

50
0 

H
ac

al
es

te
r 

B
ay

(F
or

t 
G

ar
ry

)
51

0 
La

id
la

w
 B

lv
d.

(T
ux

ed
o)

5f
,1

 
S

av
oy

 C
re

s.
(C

t¡
a 

r 
I 
es

w
oo

d)

53
8 

S
an

so
m

e 
A

ve
.

(S
t. 

Ja
m

es
 A

ss
 in

i b
ol

ne
)

S
li¡

 
0t

 iv
e

(S
t. 

Ja
m

es
 A

ss
in

lb
ol

ne
)

5B
l 

C
ol

 I 
eg

la
te

(S
t.J

am
es

 A
ss

 in
 i 

bo
i n

e)

I 
B

ro
ck

(D
ow

n 
to

v,
,n

 A
 re

a 
I 
)

12
 

C
av

ah
on

(D
ow

nt
ow

n 
A

re
a 

l)
5t

Ð
3 

!J
 i 

I 
dw

oo
d 

se
c.

 I
(F

or
t 

G
ar

ry
)

La
nd

T
A

B
LE

 IV
 . 

H

- 
T

ot
al

s 
R

es
id

en
tia

l

72
,7

20

94
,9

00

3 
t 

,5
80

69
,9

00

58
,3

30

40
,4

50

1 
09

,3
20

42
,9

00

34
,4

t 
0

T
ot

al
 

R
ea

l
P

ro
pe

rt
y

38
0,

09
0

40
6,

30
0

I 
l6

,o
8o

32
1 

,5
50

20
2,

g8
o

I 
32

,0
50

3t
7,

4?
O

69
,9

50

r2
f,7

40

S
in

gl
e 

F
am

ily
 H

om
es

2\
,7

O
5.

85

26
,4

O
9.

5O

7 
,5

\5
.2

0

20
,g

oo
.7

5

I 
3,

19
3.

70

8,
58

3,
25

20
,6

32
.3

O

4,
5\

0,
25

7,
9t

 3
. 
l0

S
 it

e
V

al
ue

t 
8,

83
4.

48

2\
,5

79
.1

O

8,
t7

9.
22

l8
rl0

4.
lo

15
,t0

7.
47

t0
,4

76
.5

5

28
, 

3 
I 
3.

88

ll,
ilt

.lo
8,

gl
2.

lg

V
ar

ia
tio

n

+ + + + + + + +

5,
8?

8.
36

/4
0

2,
69

2.
t6

/1
5

86
.1

6/
6

68
8,

75
/t 

j
54

.7
3/

3

2,
8?

t.7
5/

36
25

.to
/4

35
4.

04
/r

o
2,

26
7 

.8
1 

/2
t+

2,
18

2.
02

/3
0

28
8.

72
/t0

7,
68

t 
.5

8/
40

6,
s7

o.
B

sz
rl

t,2
og

.g
7/

ts
2 

I 
0.

 B
B

/3

S
lte

s
O

bs
er

ve
d

4o 2l t6 lto 34 4o l{0 l3 IB

'u 0, (o o o O



C
T

S
tr

ee
t A

re
a

17
 

R
ub

y
(D

ow
nt

ow
n 

A
re

a 
l)

22
 

Y
ou

ng
(D

ow
nt

ow
n 

A
re

a 
I 
l)

42
 

S
t, 

Jo
hn

rs
 A

ve
.

(D
ow

nt
ow

n 
A

re
a 

ll)

55
3 

B
ee

s 
to

n 
D

 r,
(W

es
t 

K
í 
ld

on
an

)
13

4 
P

le
as

an
t B

ay
(E

as
t 

K
l l

do
na

n)

38
 

R
iv

er
to

n 
A

ve
.

(D
ow

nt
ow

n 
A

re
a 

lll
)

I 
13

 
T

re
m

bl
ey

 S
t.

(S
t. 

B
on

i 
fa

ce
)

I 
02

 
G

re
tn

a 
B

ay
(s

t. 
vt

ta
t)

12
3 

P
ar

ad
e 

D
r.

(T
ra

ns
co

ne
)

La
nd

3t
,7

40

33
,8

70

32
,6

90

36
,8

00

86
,7

30

4o
,3

70

20
,6

90

56
,4

40

50
, 

I 
60

g4
4,

 o
oo

T
ab

le
 lV

 -
M

 (
C

on
,t)

T
ot

a 
I 

R
ea

 I
P

 ro
pe

 r
 ty

I 
07

,2
40

 6
 ,9

70
.6

0

8t
,t2

0 
S

,z
7z

.8
o

t3
1,

24
0 

8,
53

0.
60

t 
84

,8
50

 1
2,

ot
s.

25

43
t,g

8o
 2

8,
07

8.
70

13
3,

,+
10

 8
,6

75
.5

5

7?
,1

40
 4

,6
89

. 
t 

0

22
5,

79
0 

14
,6

76
.3

5

2t
7,

5t
O

 t4
,t3

8.
t5

3 
,6

5 
3,

40
0 

23
7 

,4
7t

 ,O
O

S
ite

V
al

ue

8,
22

O
.6

6

8,
77

2.
33

8,
46

6.
71

9,
53

t 
.2

0

22
,4

63
.O

7

I 
0,

45
5.

83

5,
35

8.
71

14
,6

17
,9

6

12
,9

91
 .

t+
4

24
4,

 4
96

 . 
oo

V
ar

ia
tio

n

+ + + + + + + + +

+
',7

e8
.r

0

1,
39

0.
53

/tl
t\0

.\7
/3

3,
1+

99
.5

3/
14

59
5.

49
/1

3
65

9.
38

/to

2,
48

t,o
5/

\o

t0
5.

06
/3

5,
72

O
.6

9/
37

2,
 I 

80
. 

84
/3

0
\o

0.
76

/to

I 
, 
og

t 
.6

5/
t\

\2
2.

0t
+

/5

36
0.

o2
/t6

4ì
8.

4t
l2

0

53
.8

3/
4

1,
20

0.
54

/2
7

23
,7

63
.9

8/
26

9
30

,7
66

.2
7/

25
6

S
i t

es
0b

s 
er

ve
d

. 
A

V
E

R
A

G
E

S
/U

N
 
IT

6,
95

9.
96

20 t4 23 4o 40 q0 t9 36 3r

4j
z.

3z
\6

5,
70

+
B

B
. 
ll*

12
0.

t8

5?
5 .l 

,

-o o ro o o



Page 102

The fact st¡ll arises however that the picture is not completeìy cut

and dried. itlot all sites wilì experience íncreases, as a nratter of

fact coìumn eight shows that numerically more houses will experience an

actual decrease under a site value system,269 with 256 units experiencing

increases. The difference between the nurnerical totals of column eight

and the higher tax levels in column seven as compared to column six arise

because the average decrease for the 269 units is much less ($SS.34) than

the average increase for those uni ts experíencing increases (SlzO. lS) .

ln further analyzing the effects of a site value system on the City's
single family homes the eighteen census tracts were divided into three

categories. Those tracts which upon comparison showed either a decrease

or increase in tax levels under site value taxation were put in separate

categories. lf over 707¿ of sites studied ín a census tract showed either

increases or decreases, that would place the census tract in one of these

categories. The third category is for those census tracts which showed no

prediliction to either tax increases or decreases among its sites under

site value taxatíon.

The census tracts are then mapped in an attempt to develop correla-

tions between location and increases or decreases. l'lap lV-B shows all
census tracts wîth various del ineations to díspìay the three categories.

Viewing the map shows that an apparent rough correlation does exist

between location and increases and decreases in tax levels under a site

value system. As one ventures toward Wînnipeg¡s centre the number of

sites in selected census tracts experiencing increases, rises, congregating



Page I 03

in the more central ðreês of the City. This reínforces the fíndings

of Chapier Three and rhe parity rate date" The paríty rate determined

in Chapter Three sho',vs ihai assessed land costé per square unit increase

ín direct relat¡on to the proxímity from the Cíty Centre. Therefore

the deleteríous impacts of a conversion to site value taxation will
be felt more in the residential dîstricts of Central l{innipeg then in

the suburbs. Though this would not be the only factor which would be

the cause of tax increases or decreases on residentíal homes under a

change to a síte value system,

Another reason an area or specifíc site would experience a decrease

or íncrease in taxes is dependant upon property development and property

ma¡ntenance with regard to the specific site examined. The two census

tracts which experienced complete ¡ncreâses among all the sites examíned

were census tracts eight and twelve. Census tract eíght examined the

homes on Brock St., between Academy and l,Jel I ington. The land value

is high here as the property is in an upper cìass area. The housing

does not reflect the value of the property and therefore taxes rise

under a site value system. Census tract twelve whích is Cauchon St.

off River Avenue, has been rrent¡oned previo¿¡sly and wi I I be further

analyzed ín Chapter Five. lt appears to have its land valuatíon done

on a potential usêge basis (potential usage or valuation is the case

where e ProPerty is assessed not on its current use but on the possible

i.e. potentíal use, the síte could be put to íf the current structure

were removed) and this explains íts large tax ¡ncreâse under site value

taxation" Just the opposite can be stated for the two census tracts
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which experienced complete decreases in taxes among all sites. Census

tract 500 is iocated in Fort Richmond and has lots which are not that

highly vaìued. Tire homes on the sí tes being the major components of

the propertyrs value.

This is another reason a s¡ngle fami ly residential si te would

exPerience a decrease or increase ín taxes under a site value system

in comparison to the current system. The property must be well maín-

tained and have a structure on ít which is reflective of the calíbre

of the neighbourhood inwhich it is found to experience benefits under

a site value system.

F. CONCLUS ION

The analysis of the ten chosen land uses (office buildings, motels/

hotels, grocery stores, gâs stat¡ons, warehouses, industrial si tes,

Parking lots, väcant landr âPêrtments, detached single famí ly resídences)

shovr quite conclusÎvely that the ímposition of a site value tax would

not be beneficial to all land uses ín the CÍty. Even within land use

categories it has been seen that the situation is not cut and dried,

specific sites suffering increases or enjoying decreases ín taxation

counter to the average expected in that part¡cular class. These fluc-
tuat¡on8-ãre due as much to the sites land use as to the specífíc upkeep

and developrnent of the partícular site. A generalízatíon can be made

with regard to the land use of a site. Those uses which utilize theír
s¡tes towards a maxímum wíll in the majority of cases experíence the

benefits of lowered taxes under a shift to a total síte value system.
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The type of land use whích would benefít conclusively from a síte value

system are office.buildíngs, motels/hotels, industrial sítes and aparr-

ments. Ïhose tyPes of land use which would experience little change

as an aggregate grouP, though obviously for spec¡fic cases fluctuations

could be dramatic, are grocery stores and warehouses. ln between those

land uses which experience little narked change âs a group and those

which will experience a detrímental increase ín taxes ere síngle famíly

detached hsnes. As an aggregate their taxes would on average ríse,

though not substantíal ly (f¿ on the average tax bil I of the homeorrrner)

under å s¡te value system. The land uses whÍch would suffer wíth ín-

creased tax bil ls are gas stat¡ons, parking lots, particula¡-iy surface

parking lots, and vacant land wíthín the confines of the Cítyrs boundaries.

The above divisions show that the more a land use utilizes a site
the greater wíll be the tax decrease under a site value system. Looking

at s¡tes specífically, regardless of the type of land use, another

conclusion can be drawn. Those sites which maintain their ¡mprovements

would exPerience a decrease or at worst less of an increase in taxes

under a site value system. This ís due to the fact that upkeep of a

building registers itself ín the appraised value of the site. The

increased value of the building increases the ratio of total property

to land and as explained above, the higher the ratío the less taxes to

be paid under a site value tax. An example of property maintenance

ís the Fredmont Apartments discussed prevíously. part of the reason

the shift in taxes on this site would not be conmensurate with the other

apartment sites studied is the fact that the síte is not well maintained
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or constructed and this is reflected in the lo+r âppraised value of the

buildíng. This factor also explaíns the di fferences in taxes certaîn

houses on the same street would experience under a site value system.

Lower ma ¡ntenance expense ref lects i tsel f ín lot^rer assessment of bui ld-
ings. under the current real property tâx th¡s is advantageous, de-

creåsing total assessment and thereby,tâxes, howerer under a site value

tax system the maintenance and upkeep of a bui lding would not be re-

flected in the assessment of property value therefore there would be

no disincentíve to improve buíldings on a property. ln the shíft to

a site r¡alue system more benef it (or less detrin¡ent) would be experienced

by those ProFrt¡es which have kept buílding maintenance up, no matter

what the land use category.

llith regard to land speculation it has been shown ín the analysis

of vacant land that unless the assessment value of vacant property in

the Cíty is increased to a point which better approximates market value

the desíred effects of the impositíon of site value taxation (¡.u.

a curtailment of speculative holding of land) wíll not be realized.

The very lo'vr assessment of vacant ìand effectively counters one

of the major elements of the site value tax. so long as the tax on

vaænt land is so lour there is no disincentive for the holding of land

out of use. To be truly effective ín countering land speculation the

tax must be proport¡onately high in relation to the potentíal income

from the vacant land. As was shown in the analysis of vË¡cant land the

parity rate even ¡f ¡t rested at a level of Zf/" of market value would

see the site value tax'become a factor of importance ín development
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decis ions. Therefore the only way a's i te value system would be effec-

tÍve in curtai ling land speculation, in the city of l/innípeg, would be

í f the assessrnent values brere brought much closer to true market land

value"

It can be seen from the analysís in this chapter that a s¡te value

tax system would be a better tax then the current real property tax

if the desire was for a tax which not only brought in the required level

of monies to run the City but which also could be used to reinforce

certain desired trends in City growth (concentrated Cíty size and im-

proved ProPerty maintenance) and which would act as a disincentive

against certaín undesired elementsof urban development (land speculation,

under uti I ization of property sites). Table lV-N summarízes the general

effect site value taxåtion will have on the various land uses.

The two elements which ín this chapter speak out the most aga¡nst

the ímplementation of a complete síte value system of taxation are the

very high mi ll rate necessary to generate the ci tyrs needed íncorne

and the fact that in the main the tax would not be beneficíal to single

famíly homeonrners in the city. These two points will be analyzed ín

detail in Chapter Síx which deals wíth the ramíf icat¡ons of an imple-

mentatíon of a site value system in Winnipeg.

Chapter Five analyzes the two tax systems further, examining síte
value and current real property taxes on the grounds of equity in an

effort to determine completely which tax is the better.



- 
S

um
m

ar
y 

of
 S

¡t
e 

V
al

ue
 T

ax
at

lo
nr

s 
E

ffe
ct

 o
n 

La
nd

 U
se

s-

La
nd

 U
se

 
lm

pa
ct

| .
 

0f
fl 

ce
 B

ui
 ld

in
gs

2"
 H

ot
el

s/
H

ot
el

s
3.

 
G

ro
ce

ry
 S

to
re

s
4.

 
G

as
 S

ta
tio

ns
5 
" 

lJ
ar

eh
ou

se
s

6.
 

ln
du

s 
tr

ia
l

7.
 

P
ar

ki
ng

 S
tr

uc
tu

re
s

8"
 

V
ac

an
 t 

La
nd

9.
 A

pa
 r

 tm
en

 t
s

10
. 

S
in

gl
e 

F
am

ily
D

et
ac

he
d 

H
ou

s 
ln

gT
A

B
LE

 I
V

 . 
N G
en

er
al

 T
ax

 D
ec

re
as

e
G

en
er

al
 T

ax
 D

ec
re

as
e

N
o 

G
en

er
al

 C
ha

ng
e

G
en

er
al

 T
ax

 ln
cr

ea
se

N
o 

G
en

er
al

 C
ha

ng
e

G
en

er
al

 T
ax

 D
ec

re
as

e
G

en
er

al
 T

ax
 ln

cr
ea

se
G

en
er

al
 T

ax
 ln

cr
ea

se
G

en
er

al
 T

ax
 D

ec
re

as
e

H
In

or
 T

ax
 ln

cr
ea

se

-o O
J

(o O C
)

\o



CHAPTER FIVE

THE EqUITY QUESTION

A. INTRODUCT ION

Equíty and the concept of equíty in taxation has various connota-

tí ve ræanings dependent upon how the phrase is applied. The dictionary

defînes it as justness, impartiality, Economic thought varies as to

íts meaning, ín some cêses ¡t is applied specifically to the determina-

tion of an exact measurement of tax against income, in other instances

¡t is used generally to describe the faírness of a tax over various

income levels.

ln this chapter an attempt w¡ll be made to make a specific examí-

nat¡on on the grounds of the equity of the two tax systems, site value

and real property, using the data developed ín chapter Four for single

family housing. For a number of reasons single family housing is the

only land use examíned. The single fami ly classíf ication ís the largest

land use numerically ín the City and therefore samples were much easier

to select. Also, more importantly, the income data for síngle fami ly

resídents was readí ly avai lable from Census Canada tracts for 1971.

Business sites were not incorporated due to the d¡fficulty of acquiríng

accurate and truthful incsne data. The varíation of types of businesses
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would also have caused d¡ ff¡culty in comparison. The method used wi I I

comPare the average amount of property taxatíon per census tract against

the average total househoid income for that årea as a percentage. (i.e.
if a famílyrs total househord income wås $l0,oo0 and their property

tax was $500 rhe equíty level of taxarion would be flo, g500 i glo,ooo).

!J¡th the development of these fígures, one for each tax system, cqn-

parison will be made of each system over all lncome levels.

The figure "average tota| househord incomer. is taken from the

l97l Canadian Census which defínes the term astrthe sum of the incomes

received by all members of the family l! years and over, from all
sources during the calendar year lgTgrrl .

The egulty of a tâx refers to the ability of the taxpayer to pay

the tax. ln an ideal case a tax should be progressíve. A progressive

tax is one in which the tax increases cornmensurately with the taxpayerrs

income. The Canadian íncome tax is aß exarnple of a tax whích attempts

to be Progressive in îts imposition. A second classifícatíon when re-

ferring to equity is a proportional tax, ln this case a tax would remove

the same percentage of levy from all income levels. As an illustrat¡on
a man earning $1000 would pay fíve per cent or $50 as a tax; a man

making $10,000 would agaín be assessed five per cent or $500. ln either
case the same Percentage of assessment ís levied. The least desirable

classification of tax ís a regressive tax. ln thís case a tax would

decrease as a percentage of income as income increased. An income

of $1000 would experience a charge of $50 dollars while an íncome of

l. census Tract Bulletin, lgll census of canada, winnipeg series B.
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$100,000 could recê,ive the same $50 levy. The research conducted ín

thís chapter will attempt to determine which category each of the two

tax systerns wil I fal I into and which is therefore a better form of

equitable taxation.

B. HETHODOLOGY

Elghteen census tracts were selected, out of the City of tlinnípeg!s

total of l0l, for 1971. They were selected on the basis of two criteria,
one that they dísplay the full range of average total household incomes

exhibited in the l97l census for llinnipeg and two that they were located

in all sections of the City. The fact that the eighteen sites do meet

these crîteria can be judged by víewing Map V-A whích gives the locat¡on

of each census tract and the average total household íncome for each

tract.

The average total household incore for the eighteen census tracts

under examinatíon range from $5393 to $30,523. The eíghteen census

tracts reflect the average total household íncomes of all lOl census

tracts located în the C¡ty.

!{ithin each census tract a visual survey was performed to deter-

mine an average street for specific study wíthín each t.""a. An attempt

was made to ensure that the street selected reflected the characterist¡cs

of the total census tract. Also it was attempted to select streets

which were comPletely residential in nature. Streets were avoided ¡f
they were located on rnajor arteríal roads or íf other land uses were

Present in large numbers. This was done to ensure uníformíty of com-
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parison of al I s i tes selected in the eighteen census tracts,

It can be argued that a fairer picture would develop if all sírigie

family homes in each census tract had been examined. This ís doubtful

however as it can be substant¡ated that the streets selected do more

than adequately reflect the average of each Census tract indícating

that an examinat¡on of more housing would be redundant.

The specific sítes and their tax rates under both systems are lîsted

ín Appendix ll. ttr¡thín the total eighteen census tracts 525 sites were

specif ical ly studied. ln thís chapter the resul ts of this examinat jon

are compíled in Table V-8. llithin this table the average current real

property tax (col l) ís presented for each census tract. column two

I ísts the average total household income derived from the l97l ì/¡nn ipeg

census. These two figures are then divided for each census tract and

an equity rate for the current real property tax in each of the eighteen

census tracts is determined. Columnsfour to six contain the same cal-

culations for the proposed site value tax system.

The average total household income for all eighteen census tracts

þras determined by weighting the average income fígure for each census

tract. This was done by multiplying the number of sites in each census

tract by the average total income for that tract then totalting the

resultant eighteen figures and dívidíng by the total number of houses

examíned. The average income for al I eighteen sí tes was $10,898. This

is cønpared to the average f ígure.for al ì of l,Iinnipeg I isted in the l97l

census of $9382. The figure developed for this study is higher because

certain census tracts were not íncluded due to their lack of single
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1=ami ly detached housíng. These tracts also possessed low average house-

hold i¡rccrres, thus their non-inclusion explains the study!s hígher figure.

C. ANALYSIS OF EQUITY FOR SITE VALUE AND CURRENT REAL PROPERTY TAX SYSTEHS

The average equity level, for the current real property tax as

exhibíted by the eighteen census tracts was 4.15% (í.". property tax

would take 4.15% of a familyrs total household íncorne). The range

extended from 6.98% to 2.67%. The equíty levels for the site value

tax examples were very closely grouped (S.Sz% to Z,6tÍ/ol except for two

cases, census tracts 12 and 2?, which exhibited extremely h'igh equity

levels, l2-5fl" and ll.62l" respectively. lt is evident that for site
value equity levels, census tracts l2 and 22 are conrpletely out of pro-

port¡on with the other sixteen tracts. Examining these two tracts

further it is real ized that both occur ín Central !dinnipeg. Examiníng

the specifics of each tract as they are given in Appendix ll the assessed

land value for all sites in both tracts is completely out of proportion

if all sites had been ôppraised as homesites. Thís ís particularly

aPParent in census tract twelve where the assessed land value is second

only to the assessed value of lots examíned in Tuxedo (for census tract
12,3300 dollars assessed land value for a 33. foot frontage works out

to 100 dollars the front foot which is incredibly high assessment). ln

the other cese similar comparisons can be made. lt would be impossible

to place a home on these sites with such high taxes, however an apartment

could easily be placed on two such sites and stiII afford the tax. t/hat

therefore ís presumed to have happened ín these cases is that the Cityts
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Assessment Departmen t has used poten t ia ì usôge e',,â ì uat ion {assess ing

property not by what currently occupies the si¡e bui by whal pcssiblv

could in the future) in appraisÍng the value of these sites, thuS

balancing these land assessments aga¡nst lor,¡ buildÍng assessment to

even out the total value of each site. A practice which is not present

ín the other sites under study" Thís is the reason for the marked

digression of these census tracts from the rest. Because of their
bias they will be removed from thís comparison of the equity of the

tþJO tax systems.

The revised data is as fol læ¡s:

Site value Tax Equity Level (adjusred - by eliminatíon of cT 12 and 22)

RANGE 2.8V.AVERAGE 4.2ru
H|GHEST VALUE 5.52% (CT 134)
LowEsr VALUE 2.64% (Cr ss¡)

current Real Property Tax Equity Level (adjusted - by elimination of
CT 12 and 22)

RANGE 4.23%
AVERAGE 4.1y.
HIGHEST VALUE 6.9CÁ (Cr I¡I)
LoltEsT VALUE 2.677. (CT 53t)

A presentation of all census trêcts and their equity levels is

presented in Table V-C by equity level and in Table V-0 by income level.

D. CONCLUS ION

It is apparent from these figures that the site value tax ¡s a

much more Proportional (i.e. each case studied regardless of the amount

of íncome earned would still pay the same percentage of income in pro-

Perty tax) and therefore a more eguitable tax than the current real
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ProPerty tax. However consideratíon must be taken of the actions of
the Assessment Department in thís examination. 'lhe range of equity
Ievels shows that the site value tax over the entire sixteen tracts
under consideration diverges the least from the group average.

The impact of site value taxat¡on on the equity of tax payments

would therefore be such that the tax would be npre proportional and

therefore more equitable than would be the current tax systems. lt
would therefore be a fairer tax with regard to the income levels of
houseowners. tt ís unlikely that a greater improvement could be de-

veloped in the equity of a property tax system th¿rn is shown by trends

e)chibíted here by site value tâxation. lt would be extremely difficult
to develop a ProPerty tax systern which would be progressive ín nature
(¡.e. increase the percentage amount of property taxes as assessed

value of property rose). lt is wíthin the realm of poss¡b¡ltty that
the site value systeflì of tåxation could eliminate the regressive nature

of the current system.



C¡IAPTER S IX

IMPLEHENTATI0N: PROBLEMS AND PROSPECTS

A. INTRODUCTION

The result of chaptenfour and five indicates that a site value

tax would have certaín advantages and show certaín ímprovements over

the current real property tax, though ín no way would it be the com-

plete panacea that Henry George envisioned. The tax would lead to

increased property development and Ímproved building maintenance for
certaín types of property and in conjunctíon with updated and more

realíst¡c assessment could have a marked effect on land speculation.

Thís chapter will examine the problems and major elements facing

a Clty such as Wínnipeg ¡f it felt the implementat¡on of a site value

tax system were warranted.

ln the second chapter, five major points were brought out against

the site value tax'each presenting problems to the implementatíon of

a síte value tax. ln this chapter each of these fîve problems; adequate

provísion of city expenses; assessment procedure; land value reduction;

PremE¡ture ProPerty develoPment; and discríminatory tax effects felt by

certaín land owners in the case of a shíft, will be examined along with
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the necessary publ ic information programs needecj"

B. ADEqUATE PROV IS I ON OF C ITY REVENUES

As was determined in chapter four the mill rate for a complete site
value system covering all City expenses would be 259 nills as compared

to 65 mills currently recorded under the current real property tax system.

This rate (z5g mills) is not beyond the realm of acceptance. lt is not

greater th¿n the full assessed value of land for the City (¡.". the mill
rate does not reach or surpass 1000) and therefore the taxpayer would

not be peying a dollar in taxes for each dollar of assessed value given

hís property. However it ís obvious that the numerical increase to z1g

mills from the current 65 m¡lls even ¡f,¡t means little or no dollar
increase in tax Payments wíll be perceived as a threat by the taxpayers

of Winnipeg. Add to thís increase the fact that school taxes for the

varying districts in lJinnipeg also come from the assessment rolls and are

combined with the índividual tax rates and the threat to the property

oh,ners În l'Jinnípeg would be such as to def ini tely I imit the acceptance

of site value taxation. The numerical íncrease in mîlls, even if for

the majority of cases no cqnparable dollar increase were felt, would

be enough to put site value taxation at a decÍded disadvantage ¡n a

comparlson of the tþro systems before the citizens of winnípeg.

Two major po¡nts could however mltigate the increase in mill rate,

felt under ê conversion to a site value system of property taxatíon.

One is ín regard to assessment which will be discussed in greater

detail in the next sectíon of this chapter. lt is sufficíent here to
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point out that an increase in parity rate for assessments from the

current 13.27/" of true market value will decrease the need for such a

high numerical mill rate increase. Under any system of taxation an in-
crease ín the dol lar value of a cityrs total assessment wi I I have a

marked effect on decreasing the míll rate while ensuring the needed

funds for Cíty operation. Another aspect of an increase ín assessment,

particularly i f a s i te value system were recormended would be the

examination of the land component of assessment. lt is quite probable

that such an examinat¡on would lead to the díscovery that land is
underassessed in conparison to buildings and that a confirmat¡on of

this would decrease the mlìl rate under a site value system.

The second major point whích could mitigate the steep íncrease in

mi ll rate would be the el imination of school expenses f rom tlinnipegts

proPerty tax. Hany reasons have been given for its elimÍnation from

City expenses, the conversion to a site value system of taxation would

just be one more on the I ist.
It would still aPPear that the numerical mill rate íncrease would

be a very d¡ff¡cult hurdle to overcome if the City considered a converr

sion to síte value taxation.

C. ASSESSHENT

No matter what the outcome of the concept of site value taxation

with regards to implementat¡on in the Cí ty of t{innípeg, ¡t is obvious

from this study that the City assessment rolls are lagging well behind

the current market value of property and that this is not beneficial to

the City" Regardless of site value taxation the City.fs level of assess-
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ments with regard to market value must be increase,C. The paríty rate

mus t be increesed f rom the curren t l3 . Zf/. of true aa rl<et va I ue, as

determined ín this study in chapter three, to e per;:r.riagc,tuch closer

to total market value. The ìogic of keeping assessed value below market

value has been a fear, that if market value and assessed value were the

same and market value fell drastically beloh, assessed value, as was the

case during the depressíon, the assessed value could not be brought

into line quick enough and therefore many'properties with drastically
reduced values and reduced rental incomes would have to be sold for

taxes. Added to th¡s, in lJinnipegrs case, is the fact that the ci ty of

l{innípeg Act stipulates that mandatory reassessment of all City properties

must occur every three years. The last such total reassessment was done

in l96t based on the 1957 value of the Canadian dollar. lf the letter
of the law had been followed total reassessments should have occurred

1960, 1963, 1966, 1969, 1972 and 1975. tn fact rhe City Assessment

Oepartment ¡s just noü, attempting to br:ing al I propertíes in tlinnipeg

up to a 1973 real dol lar value frorn its 1957 base. This process wíl I

not be completed until lgn, therefore an elapsed time of twenty-two

years has occurred between actual total reassessments.

The assessment Process for the City of ïJinnipeg must be streamlined

and improved in ways whích wílt increase the accuracy of assessments

and shorten the length of time required to perform total reassessment of

property in the City.

ln the case of a conversion to site vdue taxatíon the methods of

âssessment used currently by the Assessment Department wi I I serve under
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a síte value ryrt"r.l
However during the conversíon from the current real property tax to

a s¡te value system certaín elements would arise which would cause d¡fft-
culty for the assessor. The conversíon períod would be a time of change

ín relationship between the elements of property and in the me.thods used

to handle the various aspects of property (eg. sales, rentals etc.).
The lengtb of a conversion period would depend on the municípality but

¡t Ís felt that a rap¡d conversion (i.e. under two years) would be

highly disadvantageous. A realistic conversion period would be five
years. This was the length of time utilized by Píttsburgh in íts conver-

sion to a graded site value system.

Duríng the period suggested for conversion, properties would have

to be reassessed solely on the value of their land. Though conversion

would conceivably take on the aspects of a reduced percentage of the

ta)Gt¡on on buildings (f rom the current 66 2/T/" down to zero in equal

increments) and therefore would sti l l requi ré assessnent of theí r worth,

the major role of the assessor would be to determíne the accurate value

of land. This could conc eivably lead to the real ízat¡on that assessed

land value in the City has been at a lower level than that of buildings

and that therefore an accurate examination solely on land would reveal

a greater tax base for the City than is the case under the current system.

l. A conversion to site value taxation could possibly simplify an ass-
essorrs function, âssessment r,rould only have to be on one element ofreal property râther than two, However this point is debatable,
oPPonents to site value ta)€tion feel it may complicate the systemof assessment.
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The poss tb¡ I ¡ ty of thisoccurrence comes from examínations done ín

other North American Cîties which reveaìed that land was gíven lower

assessed value in comparison to market value of bui ldlngs.2 thís
finding has ramificat¡ons for the abílity of site value taxat¡on ro meet

the required level of expenses of the City at a publicly acceptable mill
ra te.

The assessor would be faced, during the conversion period, with

the possibílity that market values could be shifted about by individuals

in anendeavour to shift value away frqn land and into buildings when

ProPerties were sold anä the assessor Frould have to be on the alert for
the true market value of a site.

The changeover from the current real property syste¡n would ín it-
self alter value relations thus ¡ntroducing disturbances which would

complicate fiì€¡tters for a time. The number of times needed for reassess-

ment urould of necessity be increased. Possibly during the conversion

períod complut"."årressment would need to be performed more than once

in order to ensure the required accuracy of assessed land values and to
work out all the problems inherent in such a shift

A novel poss¡bility, which could take the pressure off the Assessment

Department during the period of conversion, would be to put the onus on

the property owner as to the accuracy of his assessment. This would

be in the form of a buy back clause. rf the assessment of property

value díd not approxímate the true value of the property, taking into

consideration the parity rate sought by the City, the city would have

2- Ihe Assçssqrent of .ter-rd valgg, €d. D.H. Hor rand, The university of
Wisconsin Press " 1970, p. 167"
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the oPtion to purchase the property at the assessed value plus a certain
Percentage of value for compensåt¡on. lt can be assumed that rather than
risk purchase by the government, property ouúners would ensure that their
ProPerty value resembled closely the sought after rat¡o desired by the
city Assessment Department. Thís suggestion supports the content¡on

that the responsibility for assessflìent accuracy should not rest squarely
and completely on the shoulders of the Assessment Departrnent of the Gi ty
of l{ínnipeg.

A major issue in the conversion to a site vaìue system of taxation
would be the revamping of City assessment. under the proposed conversiono

total reassessment would be required at least once in a three yeâr period.
since the Assessment Department has not yet completed a reassessment under

the present system in twenty-two years, it is obvious that this would

be a major objection to a complete conversion to a site value system.

D. LAND VALUE REDUCTION

A site value tax would capitarize itserf in the cost of rand by

reducíng its cost, as opposed to the current real property tax where

increases are shifted onto the occupants of rental housíng ín the form

of higher rents. The land value tax cannot be shifted in this manner.

This ís due to a proPosition of the law of economíc rent. The site value

tax wíll not fall heavily upon margínal lando because límíted economÍc

rent is paíd on such land. lf then, an owner of superior land, endeavours

to increase rents shifting the burden of íncreased land taxes onto the
occupier he wíll be checked by the competition of marginal land where
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límited taxes are payabre. To simprífy, economic rent is a pure surplus
and to remove part or all of it by site value taxation does not effect
the factors which determine that surplus or enable ít to be increased.3

Thís could definitely be a beneficial aspect of site value taxat¡on
if a conversíon were to take place. A reductíon of land costs would
benef í t al I deveropers and purchase.rs by reducing the totar cost of
developed property.

It has been found hourever, ín those cities which practíse síte
value taxation, that though initial decreases in land value are felt
uPon the immedíate imposition of a site value tax the benefits accruing
to new buílding with the removar of property taxes encourages a higher
utilization of rand and this causes rand varues to r¡se after the
'immediate impact of conversíon is over. Therefore the varue of rand
would fluctuate douvnward during a conversion period and then when a

site value system was established and its effects felt, land values
would rise. The more intense deveropment that ¡{ourd emerge from a

shíft to a site value tax raises the next issue which would have to be

handled during the implementatíon of this system.

E. PREHATURE DEVELOPHENT

hlould the removal of taxes from bui ldíngs cause developers to develop
íntensive structures on sites of I ímited síze in an endeavour to maximíze

thei r gaíns under the new system? rúourd developers put rand into use

well before the actual need aríses in an åttempt to make profit from

3. Bails, 0., An Alternatíve:
of Economícs and Socioloqv,

The Land Value Taxr_The ATgrícan Journal
Vol . J2, no. 3, l9ß:W
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land and get out from under the burden of taxes imposed on undeveloped

land? These are t$/o of the questions which,,vould ¿rise under the con-

version to site va¡ue taxation. The fear here is that such a systeÍì
would encourðge the el imination of old structu¡'es in favour of new struc-
tures better able to generate inco*ne. Though this process goes on under

the present system the fear under a síte value concept would be that
the process would be expedited destroyíng too rapidly the character of
the city. This would not happen so long as the imprementatíon of the
systen went hand in hand with enlightened zoning and planning policies
for the City. However, if the system were allowed to free wheel on íts
own al.lowing development anywhere and if developers were allowed to
accrue excessive profits the fear of,rplast¡c cityil caused by premature

development could become a reality.
A desirable result of site value taxation would be an increase in

the density of the city not to ên extreme level but to one which would

impede the sprawl which LJÍnnipeg is experiencing and thereby save agrí-
cultural land on the cítyrs extremi ties. During the conversíon there
would possibly be an increase in lots and houses on the market as the
development firms would attempt to develop land they had been holdíng
out of use, in an endevour to stave off increased taxes on their land

banks. ln this case the housing market wourd move croser to ð true
supply and demand market; discouraging companies from phasíng grcwth

for the sole purpose of obtaíníng future higher profits. The tax would

definitely cause a drop in rand speculation for two reasons. The major

one beíng the high holdíng costs (again only if assessment of vacant

land were brought more crosery in,ríne wíth true market varue) the tax
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would place on undevelope,c land and secondly the fact that the tax urould

in its ínitial stages at least cut into the cost of land, reducíng the
I evel of rea I i zed profi ts .

The problem of preÍÌature developrnent would be a problem of imple-

mentation which could be handled by zoning and planníng policies which

are of a calibre which directed the type of growth for the clty and

ensured the preservation of older structures worth savíng. The site
value tax, because of íts nature, would facilitate the replacement of
undesirable and underdeveloped structures thus reducing the amount of
underutí I ized land.

F. NEGATIVE EFFECTS ON CERTAIN TYPES OF LAND OWNERS

Possibly the second greatest impediment to the implementation of
a site value system, the horrendously high mill rate being the first,
would be the deleteríous effects the tax would have on certðin types of
property owners. obviously this is to be expected under any change.

However.ín Winnipegts case it is not only the underutílized land uses

which would be subject to hígher taxes, as well a large proportion of
land zoned for síngle famiry housÍng would be subject to tax híkes

under the proposed system.

The inítial area of concern for negative effects is for those home

oqmers líving in the central core of the city. Taxes based on site value

would have enormous economic effect on these people as land values in the
central core are higher then elsewhere and people in this area usually
have límited economíc suPport. They would therefore be hard pressed to
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meet the íncreased tôxes and could i:e forced out by higher density uses.

eertaín policies r¡ror"¡id have tö be initiated to ensure that people in such

a situation are cc{npensated fairry for theír propertíes,

The second group in Minnipeg which would feel the íncrease in tâxes
ís the single family home owners. As was determined in chapter Four

f ul ly l+fl" of winniPegrs síngle fami ly home oùrners would feel increases

in taxes under a site value system. The average increase being in the
range of three Per cent of current levels of taxatíon. Thís would create
a lobby opposed to such a conversion, which probably could not be con-

vinced of the benefits, to the City in general, which site value taxation
would bring. ln the other studies along sími lar I ines to th¡s thesis,
partícularly H. Rawsonrs study of Burnaby, Bri tísh corumbia, singre
fami ly homes were found to benefi t from decreased property taxes under

a sí te value systsn. Such is not the case in Ì,rinnipeg and therefore this
could prevent the tax from being accepted no matter how much public
education and informatíon programs attempted to convince the populace of
the advantages of site value taxation.

G. PUBL IC INFORI,IATION AND EDUCATION

lf a city wíshes to attempt an implementatíon of a site value systefli

it must develoP a Program of publ ic information and education. such

a program would be in two stages. The initiat stag" would be that part
which led to a chånge ín the laws províding enabling legÍslation for the

ímplementatíon of síte value taxatíon. The second stage would be the

implementatíon of the operation. The task would be extremel y difficult
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as it would require educatíng the peopre in the nuances of property
taxation, showíng them the benef îts whîch r,^.rould accrue to the city f ronl

such a change and why they shourd support the change. The progrêm ,,vourd

also be running at a disadvantage when it was rearized that a rarge
number of single family home owners would receíve increased tax bills
under the new system.

such a program wourd entail a great dear of expense and manpobrer

and the full advantage which the cíty could expect would not be known

until after the shift had been completed. This would make the defense

of the shift that much more diffícult.

H. CONCLUS IONS

The fÍndíngs of thÍs chapter point expricitry to the fact that a

complete conversion to a site value system of taxation for the cíty of
l{ínnipeg þrould be highry untenab ìe at this time. Though chapters Four

and Five showed that a sÍte value tax system was better then the current
System with regard to concentrated urban development, property main-
tenance' discouragement of land speculatíon and tax equity. This chapter
shows that major elements exist which would prevent the easy impìementation
of the site value system of property taxatíon. These erements, the very
large mill rate required, the major problems with city assessment levels,
and the negative effects of the tax on a rarge percentage of property
or¡rners in the cí ty would probably rure out the implementation of a tax
system based solely and cønpletely on land values.

However the poss¡b¡ I ity exists for the partiar imprementation of
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a site value system ¡n the form of a graded tax sysrem, ín which an even

greater percentage of the total tax reguírement falls on the la*d compo-

nent of reål property,



CHAPTIR SEVEN

CONCLUS ION AND RECOHHENDATIONS

PROBLEM:

canadian cítiest rajor source of rer€nue, the real property tax
(based on land and buíldings) continues to rise, yet the increasing levels
of real property taxatíon do not bring with them a commensurate level

of servÍces or equity. ln actuality many areas of Cities are declining,

Partícularly the central cores and Cíty growth ís haphazard and ineffícient.

HYPOTHES I S :

That the concept of site value taxation would províde revenues at
levels high enough to maíntain the city and provide a more equitable,
construct¡ve tax base than the current real property tax no¡ in effect.

CONCLUS I ON :

The examination of the five sub probl€rns carried out in the body

of this thesís prove that technÍcaily the hypothesís is correct, A

site value system of property taxatíon could technicaìly províde the

needed f inances for the Cíty of t{innipeg and would províde the Cíty wi th
ê tax base that uras more equítable and constructive than the current real
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ProPerty tax. A síte value tax could place in the hands of City adminís-
trators a fiscal tool whÍch could improve property maíntenance, convert

underutìlized sites to more desirable and denser land uses and have a

modífyíng effect on land speculatíon.

However frorn a Pract¡cal perspective the implementatíon of a full
s¡te value rax system for the cíty would be difficult to app¡y. The

mill rate for such a system though technically feasible could prove, due

to íts unwieldy size, unacceptable to the majority of citizens in llinnipeg.
Also the d¡fficulties foreseen for the Assessment Department (chapters

Three and Síx) íf a site value system were recornmended might mi litate
against the tax. Because the findíngs of this thesis (chapter Four)

show that a very large number of single family detached home owners

would exPerience tax ¡ncreases under a site value tax system a move to

a tax based totally on a levy on land would the¡:efore not be wel I received

polítically.

However the positive findings on site value taxatíon do speak well
for the tax and poínt to the fact that the tax should not be completely

elíminated from l'linnípegrs f iscal arena. The site value tax has proven

.that it would put economic Pressure on those land uses which underutilize
their sites. This economic pressure would cause an increase in density

for the Cíty, curtaílíng the urban sprawl which is now taking place around

the City. The tax would also, by removíng the negative economic ímpact

of the levy on buildings, cause the improvernent of many sites in the City.
No longer would tdinniPeg cítízens by penalized for enhancíng the struc-
tures on the¡r ProPerty, therefore they could be expected to develop theír
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propertíes further, The si te varue tax wourd arso be mcre eguítabre
than the current real property tar( (cnapter Five). A site value tax
could also have an effect on Iand specu,letíon and the forcing of vacant
land onto the market íf the assessment values for the city were íncreased
to a lever which was in croser proximity to true market varue.

The Assessment Department and the assessment process as pract¡s,ed
in the cÍty has major bearíng on the effects of a site value tax and íts
role for the city. rf the Assessment Oepartment íncreases the parity
rate this wiil cause decreases ín the mirr rate for both tax systems.
Hore importantry' for site varue taxation, ,r"h 

" move courd bring the
mill rate for the proposed tax donn to a porítícaily acceptabre rever.
Also the Assessment Department could examine the parity rate for vacânt
land and the parity rate for other land uses to ensure that the ratios
are the same for botÈ. rf the data in this thesis bears out ít w¡il
be found that land is underassessed with regard to buildings and changing
this would mean an increase in the assessed varue of rand. This in turn
would mean that a site varue tax wourd have a greater economic impact
on vacant land and therefore cause a pushing of such land ínto use
elimínating or at reast dimínighing Iand specuration .in the city.

Al though a totar sí te varue system wourd probabry, achieve these
results, a move to a full site value tax system næy not be feasible for
the city at thís time because of the previousry mentioned reasons. How_

ever benefits exhÍbited by a site value tax system could still be felt in
the city if a partial ímplementatíon of a site varue system of taxðtion was

to occur' currently the city works under a partial or graded site value
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system v"ith its weighting of land at l0ú/" of market value and buildings at
66 2/Y' of true value' lt is recommended that there be ê contínuatíon of
this trend reducing the weight of bui ldíng assessment sti I I further. Also
that certaín improvements be made to the assessment process.

RECOHHENOATI ONS

l' That the city arter its current assessment weighting from r00 % on

land value and 66 z/y" buirdíng varue to a system of r0(% rand varue;
5C/" buil,ding value.

During thís conversion períod the city shourd monitor the impact
of this shift to accurately judge the effects such a shift would have
on proPerty develoPment, ProPerty rn¡aíntenance, land speculation and other
cíty functions. rf the city finds, as this thesis has, that a shift
of thís nature benefits the city in the above mentioned fields without
unduly raising the míll rate or causíng other problems, then there should
be further emphasis praced on rand in the assessment process reducing
the role of buirding assessment down to a level which shours the most
benefít for the City.

2. That the paríty rate for all properties ín

from the curren t 13.ZT/" (as determined in thís
7ffi level with regard to true market value.

3" That the Ci ty attempt to el íminate

in relation to market value that exist
bringing the level of assessment to an

the Cíty be brought

thesís) to at least

up

a

the díspari ties in

between distri cts

average for all C¡

assessment levels

in the Ci ty,

ty distrícts
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whether located central ly or in the suburbs of Winnipeg.

4' That the city Assessii'èrì I Ðepa¡-tment examine the parity rate between

vacånt and built up land to ensure thât they are both at the same level.
lf land assessment is found rower, as is suggested by data found here,
it should be increased to a simí rar rever to that of buí rt up rand.

5. That the cíty Assessment Department, through either the hírÍng of
more permanent staff or the use of computer programming or both, meet

the requírements of the ci ty of winnipeg Act wÍ th regard to the mandatory
re-assessment of ail city property on a three year basís.

FIN IS
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