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Parliament Building,

Regina, Saskatchewan

SIR,

I take pleasure submitting herewith a report on “Taxation in
the Urban Municipa s of Saskatchewan” which sets forth the conditions
disclosed by the survey of the incidence of taxation, undertaken during

the past summer at vour request, together with my suggestions for a

readjustment.

Very truly VOUTS

RoserT Murray Haic

Columbia University,
in the City of New York
November 5, 1917
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PREFACE

eporl presents the resulls of « weestigation undertaken duri
the sunwimer of 1917 in response to an invitation from the Honourable George
Langley, Mini of Municipal Afia of the Province of Saskatchewan
extended through a letle gned by Deputy Minister J. N. Bayne and dated
Vay 7. 1917 The letier requested “‘a general survey and investigation of
the incidence of taxaiio n the wrban municipalities of Saskatchewan
it was explained that a committee of t city vesidents had “expressed
he opinion that «a change in the of taxation which exist 1a
desirable in order that the burden may be more equitably spread
V (ler somie P eliminary study of documentary material. the writer arrived
n the province on July 23 and remained until August 28 During that
weriod he i ted the following municipalitie for the purpose of wathe i
nformation bearing upon the problem: the cities of Reqgina. Saskatoo

! /
WVoose Jaw. Prince Albert. North Battleford. Swift Current and Weubur:

the towns of Watrous, Battleford, Scotl and Melville and the villages of I
Grey and Waldron In a letter dated July 28 Deputy Minister Bayne

nvited the clerks of all cities and towns and the seerelary lreasire of
Hages to submit representations on the question of laxation In response
elle 10 ng interesting points wer recerved from a considerable wumbe
i e /r!"‘/v m”(r onally tled by the investiqalo
The aeneral plan followed in the investigation wa { to secure |

hie ovincial officials their eriticisms of the existing system and the e s-
ons for modificatior Next the investigator conferred th representatives
f the y commitlees organised to consider the proble aof laxalic in the

micipalities of the provinee, viz.: the Provincial Committee on Taxation

d the committee of the Union of Latehewan Municipalitie He then

ted 1 S /lul/l!l,//!r’u onferring with public officials and witl
CPrescl re cilizens Yt the suqgestion of the local authoritic public
Lhearin were held in Moose Jaw, North Battleford and Saskatoon at which
opportunity was gren lo any on who desirved to state his views or to g
nformation \fter further conference ith provineial officials, the investi-
qator met in Regina on August 28 the membi of both commitlees to discus
at lenagth some of the questions upon which therve wveve diflerences of nior
Finally. an extended conference was held th Deputy Minister Bayne in

the East concerning the desiral Ly and practicabiclity of certain of the proposed

MCasITe

The investigator de es Lo record | appreciation of the aid given in

the cou

of his work by the member of the tiro committee by the various
provincial and municipal officials and by the citizens of the province—all
of whem co-operated in a most helpful manner.  Especially does he realise
his indebtedress to /)z/ml'( Vinister Bayne whose assistance was invaluable
all stages of the investigation.  Finally, thanks are due to Professor Ediwin

1 ; ! ]
A. Seligman, whose counsel, so generoustn qiven, makes f possible fo

i/
4 the investigator to present the plan of readyus'ment with a high degree of

confidence
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INTRODUCTORY

In the task of gaining an understanding of the nature of the problen
ind of arriving at a satisfactory solution, valuable assistance was available
from several directions '|<\\tl~}‘<wl‘1| committees, provinee-wide
SCOp¢ had been ereated to consider the question and a loeal in

was under way in the eity of Sasl

in thei
vestigation

toon

ne Criticisms oF e ProviNcian ComMrrree ox Taxarion
I'he first of the two committees, the Provineial Committee on Taxa-
tion, appears to have found its origin in Moose Jaw where the eity couneil,

in response to a petition from a group of dissatisfied ratepavers

appointed
a committee of twenty citizens to consider the entire question of taxation
I'his committee organised itself early in January, 1917, and, appreciating at
once that the problem was one which was common to all of the eities
ddressed a letter (dated January 12) to each of the other six cities
n the provinee setting forth the need for alterations in the revenue system

nd inviting the appomtment ol representatives te

provineial commit tes

vhich would present the situation to the authorities.  The representations
of this committee are said to have been of influence in }'lrmit-illu th
government of the provinee to undertake this investigation of taxation

in the urban municipalities
I'he membership of this committee, mad

ratepayers who felt that they were unjustly diseriminated against by
the present system and partly of publie administrators

HL KHV‘I\ consclous
of the primary neeessity of meeting pressing fiseal oblig

itions, found itself
unable to agree on many important points \ resolution passed early

m the course of the committee's deliberations, however. recorded a

unanimous belief that the existing system was unjust and recommended
radical alterations. It reads

“That where:

at the present tin the burden of taxation is horn
Umost entirely by one class of eitizens, namely the owners of real estate,
this committee considers it desirable to broaden the basis of taxatio
ind suggests that particular consideration be given to the method now in
use for levying income tax, and also to taxing by means of a householder's
tax or tax levied on occupants of premises in proportion to their assessed
rental value.”

General assent was also given to a statement of grievances framed
for the purpose of submission to the investigator. This reads as follows

Provincial Committee on Taxation.

Problems of Taxation in the Cities of Saskatchewan.

There is a budget to be raised each yvear to cover all expenditures for loeal purposes
hich include expenditures for schools and collegiate as well
on, police force, lighting, sanitary sewers, fire brigade, etc

It has appeared that the easiest way in the past of levying the amount required
has been to do so on real estate, with the result that about 95 per cent. of all taxes
raised are obtained in this manner. It is felt that this has been unfair and has caused a
great hardship on a certain section of the community, and that there are other methods
of obtaining revenue which should be adopted which would make a more equitable
distribution of the burden of taxation

all civie administra-
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Some of the conditions prevailing under our present system are as follows

1) The value for assessment is arrived at not on the basis of the net rental value
as is in the case in some other parts of the world (adopted as a result of long experience
but the assessment is reached in another manner \ tax of (say) 25 per cent. on
such assessed value, together with special frontage es, may sometimes be a tax of
5 or 6 per cent. or more per annum on the actual value, and the taxes thus hecome a
charge on the property out of all proportion to—sometimes in excess of—the revenu
obtained from the property

2) The burden on the owners of property is so heavy that mar re ceos to

pay their taxes, and the properties have been sold by the cities for arrears of taxes stand
ing against them, subject to certain provisions for redemption. When title absolutely
passes to the tax-sale purchaser (a condition likely to prevail in many instances in the
ensuing vear) for an amount equal to (say) 10 per cent. of the assessment, the i
may be flooded with property at a price representing o1 mall part of
wsessed value I'his means (a) a reduction of real-estate prices general 181Ng
loss to those who still hold propert 1 shattering of the present basis upon whicl
the cities raise their revenues the final expropriation or confiscation of the equity
of the original owners of the properties sold for taxes

3) The income tax (so-called now imposed is almost impracticable and ve
misleading. Even such as it is, it cannot be imposed on professional or business men

who pay a tax on floor space

1) The poll tax bears no adequate proportion to the total amount of taxes raised
and to the individual portion borne by the average ratepayer assessed on real estate

5) There no opportunity under The City Aect to t . wals -
wsessment into a court of law

6) The children of parents living outside the eity and making no contribution
to the taxe wre educated in the eity schools and collegiate at the cost of the city

taxpayer

'ne Stvaeestions oF THE CoMMIiTTEE OF THE UNION OF
SASKATCHEWAN MUNICIPALITIES

“u second committee was one :<)II:HH|‘L<| by !lt' executive ol the
Union of Saskatchewan Municipalities officially to represent that body
'l'lu'l' Tore imstead of being interested only in the eity problems, it concerned
itseif with those of the towns and villages as well, and being ‘more homo-
geneous than the first committee, it had less difficulty in agreeing upon
definite recommendations, On August 2 this committee met at the
Parliament Building and transmitted the following suggestions

Summary of Suggestions of the Commiltee of the Union of

Saskatchewan Municipalitic

I. The present distribution of the tax burden for provineial purposes is apparentl
inequitable as between the urban municipalities and the rural regions \s illustrations
of this, there may be cited

a) The Patriotic Tax In operation this tax not only bears unevenly upon the
various municipalities (those which tax improvements at a higher rate, for example
being called upon for a larger contribution) but it also applies inequitably as between
the urban and the rural munieipalities (for the rural municipalities tax land only while
the urban municipalities usually have a broader tax base

b) Licenses.—The provincial government imposes license fees upon automobiles
picture shows, auctioneers, ete,, returning a portion of automobile licenses to the rural
municipalities and none to the cities, It is a question as to whether the contribution
in that way to the expenses of the government which comes from urbs

1 centres 18 not
disproportionate to the revenues received from the rural communities

¢) Support of High Schools.—High schools and collegiate institutes are supported
by the urban municipalities with the aid of government grants In manv cases a
very substantial portion of the enrolment comes from the rural regions which make
no direet finaneial contribution to the cost of the schools. The committee recommends
that the financial support of schools of this grade be assumed ontirely by the pro-
vineial government

I'he suggestions were made orally, this summary being compiled from the notes
of the stenographer
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II. The methods of raising revenue in the urban municipalities stand in urgent
need of alteration

The present system of depending on land values as the prineipal source of

revenue was until r ntly not felt to be particularly onerous, but the committee is
convineed that under the conditions which now exist unimproved property is unable
to take care of thet which are imposed.  Some other provision for raising revenue
should be made
h) The tax on improvements should be made uniform in all the cities, towns
and villages throughout the provinee and the committee suggests that about 50 per
cent. of full value would be the proper basis for their assessment
I business tax, as at present administered, is not entirely satisfactory and
an effort should be made to improve it \ tendency to restrict expansion has been
noted in some place A\ schedule should be fixed by the government which would
be applicable uniformly throughout the provinee I'he sehedule should fix the squar
foot assessment at not more than eight dollars in the highest classifications
d) No attempt is made to apply the present income tax law except in the larger
centre Where applied it has been found to be difficult of administration and insigni
ficant in respeet to vield
¢ I'he committee recommends the extension of the special assessment prineiple
to cover the expenses of specific services, such as scavenging and sewer service
It is suggested that the public utilities be made to bear a portion of the burden
of taxation. This might be accomplished by levying a charge in the form of a franchise
tax even upon the municipally-owned utilitic
In the ease of discontent with assessments no appeal from the deecision of ti
o government board to a court of law is desirable. The necessity of having cer
tainty and definiteness in the assessment roll outweighs all other consideration
A\uthority should be granted the municipalities to issue long-term debenture
for the purpe of financing uncollected taxes
I'he cost of obtaining title to lands acquired through purchases of ta 3
certific is un great
Inasmuch the financial problem of the urban municipalities is profoundly
flected by the problem of taxation for schools (the general municipal officials having
no contr WET financing of the schools), it is suggested that some plan might well
be evol h would place the business management of the schools at least partly
inder t itrol of the municipal councils

Tue Rerort or CommissioNer (. ). YorarTn

While this investigation was under way (August, 1917), C. J. Yorath
City Commissioner of Saskatoon, submitted to the mavor and aldermen
of that city a Special Report upon Assessment and Tazation (published by
the eitv, 23 pp.), in which was set forth a deseription of conditions in

~askatoon and \|m l‘uvlmmm\;.!mly\ ol the cominssioner tor IIII'.IIL’\\

in the svstem of taxation. It contained a spirited indictment of the
policy of exempting buildings from taxation, contending that this system
had **proven to be the most difficult method of raising revenue” and that
it was “largely responsible for enormous arrears of taxes.”*  The recom-
mendations were as follows

1) That the pr nt sment of land values be reduced by an average of 25
ner cent. and the eity assessor be instructed accordingly

2) That the assessed value of improvements be increased from 25 to 40 per cent

their fair actual value

3) That the present business license fees and business tax be abolished and applica-
tion be made to the Provineial Legislature to amend The City Act so as to enable the
city to broaden the basis of taxation by imposing an income tax based on the system

in the State of Wisconsin, and the system recommended by the Winnipeg

1) That application be made to the Provincial Legislature for an amendment
to The City Aet which will enable the city to impose an unearned increment tax,
not exceeding 25 per cent. of the enhanced value, or difference in buying and selling
price of all real estate bought or sold after the first day of January, 1918,  The fund
to be raised by this tax to be used as a reserve for financing the city current or eapital
wecount it deems hest

! Report, p. 3
|

2 Ihid, p
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IFrom the foregoing documents as well as from conversations with
various individuals it was made clear that there was widespread dissatis-
faction in the provinee with the existing tax system. This dissatisfaction
was expressed both by the taxpayers who felt that the burden was inequit-
ably distributed and intolerably heavy under the present law, and by the
city administrators who wer convineed that the system was ]Ylf\'i“}\\:ﬂv
to meet the financial demands of the situation. It was also evident that
there were fundamental differences of opinion coneerning the nature of

the changes which were desirable Ihere were those who felt that no

change should be made in the direction of lessening the taxes on real
estate, while the realty owners insisted that their present burdgn was
overwhelming. The administrators contended that no further appeal
from assessments should be provided aggrieved property owners, whil
the owners insisted that they be protected against over-assessient by
im appeal to a court of law. These groups again joined issue on the
question ol the enforeement of tax collections, the owners asse rting that
a milder policy was imperative, while the administrators declared that to

modify the present policy would he suicid These are but a few examples

of the direet clagh of opinion which existed on many points

The task of the investigator therefore was to gather information
which would aid in deciding both whether the complaints concerning the
present svstem were well grounded and also what form the proposed
readjustment should take Part | of this report deals with the first

question, viz.: with the shortcomings of the present system, while Part 11
ittempts the formulation of a programme, the adoption of which, it is

elieved, will best meet the situation.
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PART ONE

THE OPERATION OF THE PRESENT SYSTEM OF TAXATION.
Tue DEVELOPMENT OF THE PRESENT SYSTEM

The peculiar characteristic of taxation in the urban municipalities

of Saskatchewan is the dependence placed upon special land taxes

[t has always been the practice in this provinee to differentiate
between land and

wuildings when assessing for tax purposes, the land
being entered on the rolls at full value and the improvements at less than
full value, 60 per cent. being the normal figure fixed by law for eities

towns and villages. However, provision was made a number of years
ago whereby municipalities could reduce the assessment of improvements

still further. Villuges, by petition of two-thirds of the resident electors
were permitted to levy their taxes on land values alone, exclusive of
improvements.’ In 1916, of the 304 villages, 81 had taken advantage
of this provision and were operating on the “single-tax” basis At the
Legislative Session of 1910-11, towns and eities were granted the privilege
of reducing the assessment of improvements below 60 per cent.. being
restricted, however, to a reduction of not more than 15 per cent. 1 any
one year.? A sul stantial number of towns® and all of the seven cities
in the provinee have taken action under this section. '~ In 1917 improve-
ments were assessed In "n various citiwes at the !nlln\\lnu percentages
of full value Pereentage

¢ Percentage
Moose Jaw 5 t [ Saskatoor
Regina 30 Prince Albert 15
North Battleford 30 swift Current |
Weyburn 30

In addition to taxes on real estate, villages tax personal property
and incomes' and towns and ecities tax businesses, incomes and special
franchiges.” Businesses are taxed on the floor space basis but vield only
asmall revenue.  Special franchises, beeause of the prevalence of municipal
ownership, are almost nonexistent.  Taxes on incomes, largely through the
presence of the peculiar practice of permitting deductions from income
because of property subject to assessment, play only an insignificant role
in financing the municipalities.

The 1111.[1‘1'1' ol 1il‘|‘|‘llvl|'|lll‘ placed upon the various elements m the
tax Lase in the seven cities is set forth in Graph I and the detailed figures
are given in Table I. It appears that taxes were levied® in the seven
citics of Saskatchewan in 1917 to the amount of $3,890,2

3, and of this
amount $£3,356,507, or &6 per cent., was levied on land alone,” | nprove-

ments accounted for $419,675, or 11 per cent. additional, so that realty
in gencral cotaprised 97 per cent. of the total tax base in the

cliies
1917. Land alone bore the smallest share of the hurden i

1 Moose Jaw
(78 per cent.) and the largest share in Swift Current (96 per cent

' The Village Act, see, 149

*The Town Act, see. 371; An Act respecting Cities, see. 387

In 1914 thirteen towns out of fifty-five from which reports wer

reduced the assessment of buildings below 60 per cent

¢ The Village Aet, sec. 197

s The Town Act, sec. 369; An Act respecting Cities, sec. 385

¢ Including special assessments
i Counting specia

wailable had

assessments as taxes on land
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Detailed statistics for the towns and villages have not been tabulated,
but it will be recalled that the bulk of the burden here also rests on land
values and that in the case of many villages all municipal taxes are levied
on land values alone,

ASSESSMENTS, LEVIES AND RATES.

assessment  data for the cities of the
are presented in Table II.  The varia-
tions of the total net assessments as given in this table are illustrated by

1 ssessment The detailed

provinee during the past six yvea

Graph I1. It will be noted that in the ease of every eity there have been

substantial contractions in the size of th

tax base sinee the high points
were reached in 1913 and 1914 Regina, for example, has reduced the
assessment from 73 to 43 millions and Saskatoon from 57 to 36 millions.
Moose Jaw hus cut the assessment squarely in two, redueing it from 52
to 26 millions.

The collapse in eity land values is, of course, the explanation of the
diminished tax bases Assessors have had to recognise the fact that
values have fallen sharply and that they have sealed down the assessments
very considerably is plainly shown by Graph II1.  Reductions of approxi-
mate |>\ one-half in the sessed value of land ar ipparent 1 ead h of the
Tour ]Hlti‘\I cities of the provine

In spite of the radieal nature of these reductions, however, there is
reason to question whether they are radical enough. Over-assessment

is complained of on every sid \ comparison of the level of land valua-
tions with those obtaining in similar communities elsewhere indicates that
there is a sound basis for complaint and that, even at their present level,
land values are undoubtedly still considerably over-assessed T'he dis-

organised state of the realty market makes aceurate assessments exceed-
ingly difficult, Indeed, only a very rough approximation can be hoped
for under these conditions.  But the observation of the investigator has
convineed him that the present level of assessments is beyond a doubt
far above the true market value of the land

Not only is land over-assessed, but buildings appear in most places
to be under-assessed to a still greater degree than that contemplated by
the counecils.! The assessors testify that in valuing improvements they
assign very conservative figures.  This policy operates, of course, to make
the real diserimination against land greater even than the apparent one.

Levies.—Earnest attempts to economise have borne fruit in the
direction of reduced tax levies in the eities. These reductions, while
substantial, have not approached in importance the reductions in the
tax bases. In 1915, the vear of the highest levies, the total in the seven
cities amounted to $4,360,466. In 1917 the corresponding figure was
$3.800.273, a reduction of 11 per cent. The annual levies for each city
are given in Table I11, while the same data are pictured in Graph 1V,
In most of the cities, it will be seen, the levies are now on or about the
same level as in 1913, Regina, however, levies about $200,000 more

than was the case in 1913. Saskatoon appears to have the best record

for cutting down expenditure, the levy in 1917 being three hundred
thousand ‘less than that of four years before.

1On the face m the figures Hur- appears to be considerable variation in the
degree of accuracy of building assessments.  For example, although Moose Jaw is
pmlnhl\ only one-half as large as Regina, improvements there are assessed (net) at
5,656,450 (nominally 45 per cent. of full value) while in Regina they are assessed (net)
$5.428 060 (neminally 30 per cent. of full value
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ASSESSED VALUE OF LAND l
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TasrLe 111

Total Taxes levied by the Cities of Saskatchewan, 1912-1917 (a)
neliding Frontage Tazes) (i

1912 1913 1914 1915 1916 1917
Regina SOS1.717 $1.045.855 181,562,565 $1.330.081 £1.210.273 (¢
Saskatoon 1,223,045 1,206,373 867.588 (e 919.499 (¢
Moose Jaw .| $495,190) 937,703 823,082 867,805 824,322(1
Prinee
Albert 220094 16,294 500,506 109,780 173.104 150 744
North
Jattleford 89,026/ 171,175 202,079 160,92 171,513 181,179
SWilt
Current 127,697 201,500 237,199 27,44 228,797 227,520
Weyburm 180,254 193,270 193,721 174,864 63,830 167.736 (1)
Amounts le than one dollar taker ( rest dollar Include pecial
issessmoent nd J triotie tay
Istimate
Does not include accounts added to make up mi m levie
Water arrears subtracted
¢) Water arrears and minimums dedueted
I'his figure is obtained by applying the 1917 1 to the 1917 a ment base.,
nd adding in the 1916 levy of s; | met
I'he frontage taxes are given in the ving tal
Npecial Assessmer Levie ("hes of N / 191
191 1913 1914 1916 1017
Reg SUO881- | SITOSK0  S102,200  SISK.I85 | 8188385
Saskatoor 08,377 213,157 212,052 130 450 128,004
Moose Jaw 31700 12,750 72.457 73.727 71.932 71,048 (1
Prince Alber 10,511 12,81 5 6G5.271 65,674 2'080
North Battleford IS1 6,006 17,406 17,466 17,466
Swiltt Current ) 645 3. 407 N 086G 8 OS6G R 000
Wevbun | 10.339 13.336 11.970
\1 int \ | I I to \ f |
h) Estit
Information not Inl

Rate »assessment bases having diminished much more rapidly

than the levies, ratcs have risen.  From the statisties given in Table IV

It appears that the arithmetic average of the tax rates >1u|nv~u| m the
seven cities in 1912 was 14.60 mills.  In 1917 this rate was 23.

73 mills.
Graph V sets forth the variations in the rates from vear to year in each of
the eities and also the variations in the arithinetic ave rage of the rates.
nereased substantially and
o be above 20 mills, the hmit !!H]n~wl by the

Without exception the rates are seen to

n every case now

recently repealed restriction in The City A
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TasLe IV,

Tax Rates in the Cities of Saskatchewan, 1912-1917 (a):

I'n mills per do'lar of a el valuat

1012 1913 1914 1915 1916 1917
Regit 15 88 14 .00 15 .00 4 .70 23 30 24 00
Saskatoon 15 00 IS 00 17 .55 15 764 19 55 21 8O
Moose Jaw 10 80 17 00 17 .50 2 50 25 00 27 20
Prince Albert 13 00 11 00 1585 15 00 19 00 23 .10
North Battleford 12 20 1600 1IN 00 1S 00 ) A() 24 00
Swift Current 13 00 16 50 16 50 2 () 24 50 24 50
Wevhin 20 00 20 00 ') (M) 20 () ’1 .00 1 50
I'he rates are those applving to pu ( orter
Istimate
Rates in towns and villages appear to exhibit a similar tendency to
INCTease In those villages, moreover, which by petition have l‘\lln]»lml
improvements entirely, tax rates have recently advanced to truly startling
level \ccording to data submitted by the Department of Municipal
Affairs, the arithmetic average of the rates imposed for village purposes

in seventy-four “single-tax” villages in 1916 w 25 mills and in addition

totalling 63.63 mills

school rates were 1imposed averaging 28.38 mills

Particularly high rates obtained in Earl G 108 mills), Howell (120
mills), Marcelin (100 mills) and Windthorst (publie school supporters
115 mills, and separate school supporters 141 mills). The difficulties
ittendant upon the imposition of such rates are so apparent that a con-
ider of the towns and villages' are this vear voluntarily
itha tax on land values only and are broadening their bases of
('OLLECTIONS.
Difficulties of Collection I'he aspeet of the situation which is caus-

mne catest concorm 18 l|:|‘ 4|\[|<11'\" ‘ruw_, experienced mn »n;lwlmg
TaNte \ ree portion of the taxes are not bemg paid promy th nd
a very considerable part must apparently be aceepted as uncolleetible
This is alarming both to the administrators, who are in a quandary as
to how to make good the revenues thus lost, and to those property owners
who are continving to pay their taxes, beeause under the present system
they anticipate an attempt to load a still heavier burden uvpon them
as an effect of the unpaid taxes

Under the revenue laws taxes levied during a given year are payvable
before the end of the year, going into arrears on December 31, The
levies are made and the tax bills sent out on different dates in the various
municipalities,  In some cases collections are made semi-nunually and in
some Ly the one-payment plan. Substantidl discounts are usually
offered for prompt payment. In all cases, penalties are imposed after
December 31.

'IIH :1“4»\\ one s taxes to go ito arrcars }v.|~ never l(‘l‘ll 4'1’I|\|\il‘l<'il one
of the deadly sins in a community's code of honour and even i prosperous

! Report gives the number of village
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times, a substantial part of the current year's levy usually remained uncol-

lected at the end of the vear. This practice was doubtless foundad in
part upon the lenient policy followed in penalising arrears.
it was said to be more profitable to allow the public treasury to finance
In any

In som" cases

one to this extent than to secure the money for taxes elsewhere.
case in the cities, even in 1912 and 1913, from one-fifth to one-third of the
taxes was permitted to lapse into arrears. The amountsof the current levies
| uncollected at the end of each veararegiven in Table V and these figures are
compared with the annual levies in Graph VI. This graph makes plain
the very alarming inerease in the amounts annually going into arrears
| In Regina, which makes the best showing of all the eities in this respect,

the arrears comprise twice as much of the year's levy as was the case fou
vears ago, only two-thirds of the taxes being collected promptly. In Swift
Current, which makes the worst showing, only about one-fourth of the
taxes levied is now collected within the legal period.

TasLe \

haHi |

Amount of Current Year's Levies going into Arrears, Cities of
chewan, 19121916 (o

1912 1013 1914 1915 1916

Regina $171,008  S327.457  $030,243 | S406,875
Naskatoon 316,808 143,969 H14,553 108,350
Moose Jaw 168,980(h 115,250 110,522 371,873
Prince Albert 50,001 256,201 223 868 215,960
North Battleford 290,878 104,422 08,452 100,758
Swift Current 145,002 163,627
Weyburn

a) Amounts less than one dollar taken to the nearest dollar

h) Approximate At this time all tax accounts were combinec

I'he accounts in Wevburn are not kept in a form whi nik po le tl

production of this information

There exists a correlation which is exceedingly interesting and probably
very significant between the difficulties of collection and the degree of
dependence upon land values in the tax base.  The facts for six of the cities
are set forth in Table V1.
ing the greatest difficulties of colleetion are those which lean most hea ily
taxation of land wvalues for their finaneial support I'he
order in which the ecities stand in regard to success in colleeting then

1916 taxes on time is almost exactly the reverse of the order in which

It is evident that the eities which are experienc-

upon the

| the cities stand in regard to the fullness of their dependence upon land
| values as a part of the tax base. This would seem to indicate that land
’ values form the least th]rrlul:nl le portion of the tax base, and tha had
Y, the other elements been larger, less dificulty would have been encountered
% in colleeting taxes.  In other words, it is not possible to dismiss the whole
4 matter by elaiming that another tax syvstem would have done no better
i under the circumstances,

3

Moose Jaw furnishes an interesting confirmation of this position in that its

relatively good record for collections was made in spite of relatively high tax

levies




GRAPH N? XL

PERCENTAGE OF CURRENT TAX LEVIES COLLECTED
PROMPTLY COMPARED WITH PERCENTAGE GOING INTO
ARREARS. CITIES OF SASKATCHEWAN
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TasLe VI

Correlation between Success in collecting Taxes Promptly and
Deypendence upon Land Values (a):

Order of degrie | Order of degre

‘ of dependence | of dependence
Order of success wpon Land upon Land
n collecting | yajyes, exclud- | Values, includ-
Faxes promptly | g Special pecial
Assesments sments
Regina 1 8 5
Moose Jaw 9 5 6
Saskatoon 3 1 "
Prince Albert I 9 2
North Battleford 5 3 3
Swift Current 6

a) Based on 1916 data.

When taxes have been in arrears six months the realty against which
the taxes are charged, is advertised to be sold, the sale taking place in
the fall of the vear. Unless redeemed within two years from the date of
sale, application for title to the realty can be made by the purchasers of
the tax sale certificates.  The first group of tax sales under this law was
held in 1915, and the second in 1916, Table VII presents the amounts of
taxes carried to sale in the cities of the |‘|u\i1||'q upon |‘|l’*(‘“l'\Hl*iUll‘JHI‘I
the portion of the offerings which were bought in by the cities themselves
hecause of the absence of other purchasers. It also shows the tax sale
certificates still held by the cities on August 1, 1917, and the total accum-
ulated arrears of the cities on Janvary 1, 1917. In the case of no city
did private IDIII“K’1\\|\ appear at the sale in sufficient force to absorb
even as much as one-half of the offering and the |:|lu|w|l';ml|llr.~ ol tax
sale certificates which, as a result, fell into the hands of the cities, are for
the most part still held by them

FasrLe VII

\ceumulated Arrears, Taxes carried to Sale, Amounts Purchased
by Cities and Amounts Now Held by Cities

\ l'otal a 1
Total ta Tax Sule Certifi-yx 3 lated arrea
ed Sul At ret a tes held t In y 1, 1917
191 16 | by City at 191 « \ 1 in Tas
1916 sal 017 | on
Regina S469,740 $241,913 $176,753 &702,315 (a
Saskatoon ! 2 125, 192,489 892,892 (h
Moose Jaw 308,565 264,900 232,376 762,542
Prince Albert 200,908 272,638 347,442 581 251
North Battleford 146,587 103,314 80,750 195,970
Swift Current 173,566 155,401 152,438 320,104
Weyburn Nil Nil Nil 270,141
1) The treasurer's figure, which does not take into account the last day's collee-

tions, is $817,574

b) 1t is not entirely clear whether this item. taken from the combined balance
sheet as of December 31, 1916, includes all items, particularly all of
the tax sale certificates

¢) This figure evidently ineludes the item of taxes paid by the eity on the 1915

certificates, which amounted to $112364.60
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In Graph VII the total accumulations of arrears as they stood on
the cities’ books at the beginning of 1917 are contrasted with the tax
levies for 1917, In the case of the four smallest cities the aceumulated
arrears now exceed in amount the current tax levies in the cities,  Regina
appears 1o be in the strongest position by this test, but even there the
arrears, amounting to more than seven hundred thousand dollars, have
reached a figure which is more than one-half as large as the current vear's
lev

['he same correlation as was noticed between the dependence on land
values in the tax bas i the difficulties of prompt collection beeome
ipparent here again in connection with these data of accumulated arrears
In general, the cities which have gone furthest in the direction of the single
tax are seen to have the h)ﬂl\l’v')luHLHlnH~lr|\Hw.Hﬁ taxes, Just as
they had the |II21|"~I percentage ol current levies going into arrears

'he purchasers of tax sale certificates at the 1915 sale may apply
for title Hv‘h4}‘uqtﬂl\ in the fall of 1917 in all cases where the certificates
have not )JIWIItwhwﬂluwi How IH\Hil!rH»prllV will be redeemed at the
last moment is ¢ question upon which opinions differ wide Iy Doubtless
the certificates in the hands of private individuals will be more Iy
redecmed than those in the hands of the municipalities, for they are the

certificates which, on the whole, are secured by the more attractive realty

Grave questions of poliey arise here in regard to what the municipalities

shall do with the land when they aca ire it by tax salc |»l|uululw W hat

wanted is the nmoney |x]uq~¢!ﬂ(¢i by the certificates and the need for
the money is in some cases very great.  But great care must be exercised
lest o hasty attempt to realise on this asset act as a boomerang and result
in o smaller return to the publie treasury.  For it is entively within the
range of possibility that the offering of large auantities of land by the
municipalities at prices which cover the publie charges against it will so
demoralise the realty market as practically to eliminate land as a souree
of publiec revenue. Certainly the m nicipalities would have difficulty in
maintaming present assessments if they themselves were at the same time

offering on the market large quantities of land at an insignificant fraction

of the assessed values

Fhe difficulties of collection therefore are already serious and promise
only to become much more serious unless changes are made in the tax
systam and unless skill is used in formulating a land policy in relation to
the property acquired by the tax sale procedure

Reasons for Collection  Diflicultic I'he reasons for the imereased
difficultic 'l|<~Jix\lH1: Pl\l~:x|r:|p]L|H‘n' when the real estate conditions
m ti egion are understood Where land values are highly ~]v1w”:ﬂl\n

taxcs levied upon them are highly uncertain and anything which disturbs
the speculative outlook, also disturbs the basis for taxation. The selling
alue of pareel of land always r presents a ca italisation of estimated
future returns from the land.  In settled statie communities the value
would be a (] italisation of L regular, even series of incomes In new and
dynamic communities, the value is not a capitalisation of thei ncome now
b g “JJ:‘1*£“’ILMIV'I‘P “‘?llﬂ\ldl‘nllﬂll‘ﬂ (AR h L||u<1‘lHtW'Hxv~ l\lnw‘h d

and hoped forin the more or less vague future,  Indeed perhaps, the typical
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case in western Canada is that of a pareel which at present is yielding no
income at all but which depends entirely upon its far distant prospects
for its present value. This vagueness and uncertainty is the very founda-
tion for speculation. Values are speculative because of the presence of
this unknown factor, concerning the importance of which there may be
differences of opinion. It is evident that when anything occurs to affect
unfavourably the future prospects of the region the land values will be
unfavourably

Tected and when speculative land values are almost the
only elements in the tax base, the revenue system will tend to break down
and erumble to pieces,

Even before the war broke out, many had decided that urban land
values had reached unjustified levels. The country had been developing
rapidly.  Settlers had been taking up farm lands in large quantities and
cities were obviously needed to serve them. But how large they were
to be and where they were to be located were unsettled questions and
upon their answers large fortunes depended. Saskatoon in ten years
had changed from a hamlet with scarcely one hundred inhabitants to a
city of more than twenty-five thousand. Every village apparently held
similar possibilities and every city, by the application of the same scale,
could rationally expect to becomé a metropolis within a decade. The
upward rush of realty values, based almost entirelv upon the more or less
unreasonable hopes for future growth, occurred in Saskatchewan as it
has always occurred under similar circumstances, and the point was reached
where total land values, imputed on the basis of actual sales made, probably
exceeded in proportion to population the level obtaining in any othe
region in the world. The inevitable reaction was intensified when the
war entered a

another factor to disturb the future prospects of the region.

Suddenly instead of an active market for real estate, there was almost
no market at all, for there were no longer persons who had money or were
able to borrow it with which to back a convietion that prices of land would
£o higher.

As has been seen the munieipalities concentrated their taxes upon
the land and in assessing the land for taxation they followed very closely
the values indicated by current sales.  Real estate men found the high
assessments valuable corroboration of their assertions concerning the
great worth of their lands., The low tax rates and the high borrowing
powers thus made possible, commended high assessments to the city
officials.  Under the dynamie conditions present, little interest was taken
by owners of land in the apportionment of the taxes between improvements
and land.  Taxes were scarcely taken into account at all, and when
considered, the exemption of improvements was accepted largely in the
belief that the stimulus to building and the advertising value of the plan
counterbalanced any possible ill effects.  Values were high, tax rates were
low, property was moving freely and so long as these conditions persisted,
the land tax exhibited no fiseal weakness.

The advent of the depression, however, radieally altered all this,
To take a typical case, consider the changed position of a man of limited
resources who had | urchased a vacant lot asa Spe culation. Taxes, if he took
them into account at all, he thought of as a bothersome but insignificant
tvpe of fee which he had to pay to the public treasury for the privilege of
speculating.  Reeceiving no returns from the land it was necessary for
him, of course, to draw upon his income from other sources to pay his
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taxes, Lut the prize for which he was playing was normally so large in
comparison with this fee as to render it of slight importance. Never-
theless this speculator is placed in a peculiarly weak position by the
depression, for at the same time when the prize for which he is playing

diminishes in value, the fee or tax for the privilege of continuing his
speculation increases in amount.  Moreover, it is often more difficult
for him to secure the money with which to pay his fee.  These factors
combin Imn many cases to lu.vi\v ”I‘ proposition fo unattractive that the
speculator abandons it as a *bad bet [his is exactly what has happened
In 80 many cases i the muenicipalities of Saskatchewan,  If a speculator
chooses no longer to earry his land, there is no wav of compelling him
to do so Fhere are doubtless some « s of owners paving their taxe

on land even after it is no longer economically wise for them to do so

but in such ea

the owners are either ignorant of the true conditions

or influenced n their action by other motives, such, for example, as

desire not to be known in the community as one who does not meet hi
every obligation. It is apparent that there is a very definite limit to the
tax which can be imposed op vacant land I'he same condition holds true

but in a different degree in the e of improved land.  This fundamentally

15 the explanation of the colleetion difficultics experienced by the urban
municipalitics of Saskatchewan Ihe tax has been pushed beyond the
lnuts of its fiscal capacity and if it is desired to preserve land values as

no option but to reduce the fee to a su

v part of the tax base ther

commensurate with the prize which the speculator ean hope to gain

Tue FiNaNCIAL ADEQUACY OF THE PRESENT SYSTEM

In spite of the prominent place alwayvs accorded to social consequences
the Saskatchewan urban municipalities impose taxes with the mai
object of raising money for public purposes, and a tax system which fail
to vield the necessarv funds, therefore, fails fundamentally The fiscal
aspeets of the present situation consequently deserve consideration first
of all, even before the questions of equity

The difficultics encountered in the colleetion of taxes have been
deseribed and the fundamental reasons for thos w‘llﬂlll!"l'\ have beo
pointed out Ihe fact that delay is experienced in collecting levies has
its financial inconveniences and that a large portion of the taxes cannot
be colleeted at all raises a finaneial ;lu} lem of serious proportions I'he
question here to be diseussed is whether the present tax system is adequats
to meet the situation or whether the problem is so great as to necessitat
other financial measures than those now available

Owners of real estate are hard pressed by the present tax systen

'”1" \\||t‘ll ~:wl!‘ surrender of property lor taxes can b l\]l].‘llll'li m m
other way If the preceding explanation of the cause for failure to pay
taxes is correet, it follows that no hw] ¢ for an umprovement imn this directio
of the present tax system can be expected until land values rise.  This

dependent upon the development of a better general economic outlook
for the region \\Ilh!'lx'llulnl the wa 01 w-\-ly||u|l:|l'lrl.1||l\||||;'|n\(
ment can b u»nlu(wllll) anticipated In the meantime there 18 every
reason to believe that the finaneial problem of the municipalities will
heeome )l!vl‘!¢~\l\|=} more serious, and that the present tax system wil

become progressively more inadequate



Relief
in tax levies. Controllable expenditure has in most cases been reduced

cannot be secured in sufficient amount by a further reduction

to a minimum. The state of the loan market makes extensive borrowing
an impossible solution of the present difficulty.  Assessments of land
values, which make up almost the entire tax base, are too high already
There is no legal obstacle to higher tax rates, but there is an insurmountable
economic obstacle, in that such a course would in all probability result
in the surrender of more land for taxes rather than in an increase of revenue,
No relief, but instead sudden and complete disaster, would prol ably
follow any attempt to realise immediately upon the lands which are being

surrendered to the municipalitics for taxes. To offer them in large

quantities for the amount of the charges against them means that the
city itself establishes a price for realty at a small fraction of the values
which it seeks to maintain on its assessment rolls as true market values
How an enormous shrinkage in the assessment base and a further demor-
alisation of realty values could be preverfted in such a situation is difficult
1O see,

The financial problem, of course, varies considerably from city to

city in seriousness and urgency. The accumulated arrears, for example

are much more of & menace in some cities than others \ mere COMmparison
of the statistics of arrears, however, does not tell the whole story, for much
depends upon the method of financing arrears in vogue in the various
cities.  Weyburn, it is true, has accumulated arrears to an amount which

exceeds considerably the current year’s levy.  But in Weyburn the pressure
of tax sale has not yet been applied, so that a larger proportion of the

irvears may be collectible than in the other cities Morcover the eity
\""nlll not |‘|‘»|u* AITARS L 3¢ IIHH\‘\. at once by L farlure to colleet it HITears
for it has not spent them in advance In other words, arrears collected
re available for future needs.  Contrast with this the situation in Regina
the city which makes the best showing for financial strength on the basis
of its suceess in collecting its taxes Practically all of its arrears, which

ire substantial, have been already spent, that is, loansg have been secured

from the bank in anticipation of colleetions and the money paid out from

the treasury I'he bank, therefore, is in a position to dictate to some
extent the poliey of the city in regard to its uncolleeted taxes and to any
property the city mav acquire by the tax sale process If the arrears

innot he colleeted, future provision must be made to meet the financial
| l‘lH"H. T||‘I~ v{v -\u]nnt l|u other cities lie hetween these two extremes
Moose Jaw makes a modest levy (850,000) at the behest of the bank to
linance tax arrears I'he Saskatoon arrears appear for the most part in
the form of deferred pavments to sinking and depreciation funds, although
v substantial sum, secured by arrears, 1s due the bank Ihe arrears ar
v staggering problem in Prince Albert, where the loan from the bank
approximates $450,000, and almost a trifling one in North Battleford
where the bank debt i only about $40.000.  Swift Current, with a note
it the bank of about $150.000, secured by arrears hLas a

1111010 Mo
urgent than several of the other eities, but not at all vnmanageable
provided colleetions are more complete in the futur

On the basis of these facts, as well as others too numerous to set forth
I detail here, the conclusions are reached, first, that even those muniei
| ities which are most favourably situated must somehow secure more
money than they are at present colleeting: and. second, that the present
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tax system has Leen pushed to the very limit of its financial possil ilities,
In other words, there exists a fiseal exigency which calls for action in
the direction of changes in the tax system. The urgency of the matter
is increased by the faet that conditions cannot be expected even to remain
as they are but in the absence of action will inevitably become progressively
worse, with only one possible result. The direction which the changes
to secure more revenue should take is reserved for discussion in Part 11
Of the necessity for changes there ean be no doubt

Tue EQuiTY oF THE PRESENT SYSTEM

lhere exists in the provinee a widespread belief that the ineidence
of the present system is inequitable and that the burden imposed upon
the owners of realty is unjust and unreasonable. On the other hand
there are many citizens who express the convietion that no injustice at
all is being done the landowners and that to permit the burden to be shifted
to others would be merely voting an unfair bonus to the realty interests
Indeed it is & question as to which is the louder, the complaint of the
"'Illh ||(<I |‘|IHI"\\IH‘|\<|) the protest ol thos who 1nsist that the ol | l'|llIfI|I|v

is now only getting his deserts and that no one else should be asked to

pay his taxes for him
| |

Expressing an opinion concerning the equity of a system of taxation

involves reference to standards based upon one’s social philosophy and
ideals, A system is just or unjust as it involves consequences favourable
or unfavourable to the ends deemed desirable in the community aftected
\n investigator can point out consequences which follow the adoption
of certain policies hut it borders upon the presumptuous for him to assum
v dogmatic attitude towards general questions of equity To do =o
ould amount, first, to a guess as to what the community's philosophy
nd ideals are; and, second, to a eriticism of them from the point of view
of the investigator’s own philosophy and ideals, It is, indeed, peenliarly
the funetion of the comnunity itself to determine the question ob the
tndamental fairmess of the tax svstem However. some of the contentions

urged in the course of the mvestigation deserve discussion

It will be reealled that the Provineial Committee on Taxation agreed
that the present system is “unfair.” In support of this position
lata were submitted which indieated, first, that the great bulk o
the taxes under the present system rests on one elass of eitizens, viz
the owners ol realty i second, that there is an unusual condition

ities elsewhere a mueh smaller share of the

mcertam municl)

revenues is raised by taxes on real estat
It should be peinted out that the establishment of one or both of
it prove the

the above points would ne mmequity of the presont system

Ihe fipst contention rests for its validity upon the assumption that the
burden of taxation should be distributed among all ely < ol ctizens
presumably moaccordance with some eritenion such as “alility to |
o1 benefits reecived.”  Certainly the present arrangement  do ot
meet exactly cither of these standards if theyv are interpreted as implyving
uniform contribution from all classes of property in proportion to the
capital value of the property But after all what the contention really
| )

does 18 to rase the auestion as to whether the demands of cauity are not

’
Cf. supra, p. 9




more fairly met under the Saskatchewan svstem where land values bear an
especially large share of the tax burden. Moreover, the second point, that
land bears a larger share than elsewhere, merely emphasises this same query.

One who attempts to base an argument for a change in the present
system upon the broad ground that it is inequitable that land in Saskat-
chewan should bear a special burden undertakes an exceedingly difficult
In the first place the general principle implied is not an established
one. It is by no means true that it is a maxim universally accepted that

the demands ol equity are met when land is |r1u'u| on the T ]l|:1l|l'
as other. property. On the contrary in many countries, land is now
recognised as a particularly attractive subject for taxation, not merely
because of the administrative simplicity of the tax but also because the
imposition of a special burden coincides with the community’s conception
of justice Moreover the question of equity is not one which can be
considered apart from the local situation. [ In Saskatchewan the diserim-
ination against land is of long standing, dating back to territorial days,’
ind the owners of land for the most part purchased their present holdings
in the knowledge that this diserimination was the aceepted policy in the
Provines Indeed it appears even to be true that the exemption of improve-
l

ments was inereased very largely at the behest of these same landowners

it a time when they felt that the system served their particular interests
I'hese conditions, peculiar to the Saskatechewan situation, must be taken
into account when changes are urged upon the grounds of equity

But even though it is difficult to maintain that no diserimination at
Jdl may fairly be made against land, it is nevertheless possil le to present
an appe ing case for the landowner on the ground that the degree of
digerimination which is now present is greater than is sanctioned by the
community For the landowners can admit that they |>I1lw'||:x\|-|l their
land in the expectation that it would be more Iuw\xl_\ taxed than other

property and still logically insist that the burden which is now thrust
upon them 185 1more than they bargamed for md more than they can be

CXped ted to carry IJHI[ iwmuixl five yvears ago was l\ll.‘l”\ assessed at
a price well within what could be obtained for it in the market while
assessments are now often far above market prices 'ax rates, neverthe-
less are now nearly double what they were 'he restriction in The

City Aet which limited rates in cities to 20 mills has been eliminated and
the rates often exceed that figure Land values have suffered much

more heavily beeause of the depression than have other kinds of property
but the burden has not deereased in proportion, These are unusual

times, 1t

s true, and every one must expect unusual burdens.  But the
landowner can well demand a definite answer to the question as to whether
it is desirable that these additional burdens shall continue to be distributed
in & manner which diseriminates between the investor in land and the
investor in other types of property

Interesting data were submitted to the investigator showing that

the net profit on real estate investments 1s very small under present

It may be contended, of course, that the poliey was adopted by the community
not beeause it coineided with any well considered theory of equity, but on grounds
of mere expediency. How much weight should be given to this point is difficult to
determing

Cf. supra, pp. 22-24. The average rate in the cities has increased from 14.6 mills
in 1912 to 23.7 in 1917

O'f. supra, p. 22
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conditions, This material, first of all, is of value in that it reveals the
financial possibilities and limitations of the tax system. Claims were
also made that such material proved the inequity of the present system
Detailed knowledge of how the tax system affects the interests of the
taxpayer is, of course, of extreme importance when forming an opinion
as to the equity of the system. It should be pointed out, however, that
a low rate of profit on realty does not of itself prove unfairness. Indeed,

it may be contended that low rates of return on realty investments are

to be expected In the first place the investor in realty counts upon
securing part of his return only when he sells the land and he therefore
~]|m |ll not exXe et each year the current rate of interest on his total Imnvest
ment, including land entered at a speeulative price.  Again, in Saskat-

chewan, realty conditions are highly uneven In good times unusually

high returns are secured and in bad times correspondingly low returns
must be wH"lU«I as a matter ol course It has been urged further that
the low returns now being realised by some classes of realty investors ar
due to a change of the type of property in demand in the community
For example, in Moose Jaw, there is said to be a lively demand for small
munl\ m hous \\]l”\‘ lhl ];Hul‘ ll()l]\f‘\ formeriy much de ~HH] are now n
drug on the market.! On the other hand, as the facts of over-assessment
ind high rates show, the tax svstem has undoubtedly contributed to the
present depressed level of profits

After all, discussions of equity are more or less superfluous in the
present situation for has been seen,? there exists a fiseal exigeney which
necessitates l!uln‘_"\ mn ‘lu tax svstem ol the nature <|r'~Hw1 by those
who urge modifications on the ground of equity. It is a fiscal necessity

that the burden on land be lightened sufficiently to preserve it as a source
of municipal revenue and this involves a reduction to the point wher
the taxes will he approximately what the landowners expected and counted
upon when they purchased their holdings, plus a reasonable share of the

unusual burden now present

MiscELLANEOUS CRITICIsMS OF THE PRESENT TAX SYSTEM.

In addition to the charges of inequity and financial inadequacy
specific eriticisms have been urged against various parts of the tax law
ind complaint has been made concerning the distribution of the financial
burden between urban and rural municipalities.  The eriticisms of the
tax law will first be briefly examined with a view to determining whether
they rest upon a firm foundation.

]

Appeals from Assessments.—Land is over-assessed in many of the

munieipalities and this condition exists in spite of every effort on the part

Some explain this change in demand on the ground that the small, easily heated
houses have beeome more attractive because of the high prices of coal and the unusually
severe winters experienced of late, and others believe that the disappearance of a large
floating population has destroyed the profitable practice of subletting extra rooms in
the larger houses. The following data regarding vacancies in Moose Jaw are interesting
in this connection:

January, January and
1915 February
1916
Vacant houses costing more than $1,500 196 121
Vacant houses costing less than $1,500 259 308

1 Cf. supra, pp. 31-33




of the owners to correct it.  Thisin itself is an indictment of the machinery
provided for considering the appeals of aggrieved property owners.  That
machinery consists, first, of an uy |n':|| to a committee of the loeal council,
usually composed of the men who have supervised the original assessment.
Second, there is an appeal from this committee to a distriet judge in the
case of all municipalities except the cities and certain designated towns
where the appeal is to the Loeal Government Board.  Finally, there is
an :tmw.‘li to the highest court in the Dominion, an inconvenient and
clumsy arrangement, but nevertheless one which has been used in at least
two eases of late, again demonstrating the strength of the dissatisfaction.

I'axpayers complain that it is useless to appeal to the couneil com
mittee for the defendant is also judge and jury. The appeal to the Local
Government Board, while in most respects satisfactory, is lacking in one
immportant particular.  The board it is claimed;-is not and cannot be an
entirely suitable body to exercise this function of ‘\'l'l'.lllx: the fairness

of individual ssments so long as it exercises some of 1ts other funetions

{
stich as the approval of debenture issues, for the board is placed in the
position of first passing judgment upon the ability of a mmm”\m:' to

meet certain financial obligations and then considering the complaint of

the man who feels that his share of that finaneial obligation is greater than
it should b It is contended that the minds of the members of the board

in the nature of things must be affected by the finaneial needs of tl

md therefore that the board cannot fairly be made the final arbiter in
hie provinee on a question of justice to an mdividu e bolition ol
cd by those who complan What 1

o

hie .“rwl to the board 1s not ur

destred 1s an appeal from the decision of the board to some court hin
the provine
I he mvestigator is convineed that the property owners h

ounds for then lu[||{‘<1n! I'he only objections which have bed TR
o granting an additional appeal have been ba on the desirabilit
of having the assessment finally settled at 1 nossible

d upon the anxiety lest the supreme court (to which the peal 1
lesired) be too fully occupied alveady to give tax appeals prompt attention
I'he first objection could easily he met by providing that the assessment

shall be considered determined when it receives the LPProy il of the

Covernment Board, that taxes shall e ,:ml on that a

sment and that

ny redress ordered as a result of further appeal shall be adjusted out of
the succeeding vear's tax levy What readjustmment in the duties of the
supreme court would be necessary, the writer i not in a position to judee.
I'he language used in some of the statutes appears delibemtely to
NVITEe OVer=-assessment Ihus i section 371 of ¢ Town Aet one read
In case the value at which wm peetfied land has bear essed np to b
or less than its true value, the amount of assessment shall neverthe t b
ricd on appe 1 if the value at whiech it is asse | bhear fair ond proportion
the value at which the lands in the immediate v f the land | I
ol
I'he condition at which this seetion 18 atmed is, of course, familin

it in practice it has uandoubted!y operated to maintain assessments

full market value of the land

which were ablove the

The

present law governing the colleetion of |

Vrrears of Taxe let.—There is general agreement that the

k taxes! ix SUuperior 1rom every

L or a b t of the

provisions of this law ef . suy pp. 24, 27
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point of view to that which was formerly in foree I'he eriticisms have
heen, for the most part, complaints against its stringeney from property
owners whos taxes have fallen into arrears \ suggestion 1 miad
that the law should be changed so as to make it impossible to tuke
tle to land by the tax e rout until one vear after the end of
he w I'he obvio difficulty which, according to the official
ifficienty o to render 15 tl wloption « 1ch gestion 1
} n 1 \ 11 1 the the A« ( | mon
{ ( th nt o { | 4 | I |
| he gove ont il no ( it 1l total t= | e 1
) will conside heir t obligat i en e ( i
it. Such sugg ol miend ire in then ( 0
| the muniey ties e y the property owl h mount of his
ta t 0 high rate of {( But, « t the high rat the
u 1 i re osition 1 [ thi ddhitional 1«
;E irder Indeed pl 0 i I 1 lonm
i f the whole poli of enforeme the paviment of taxe wd would mal
& he m ipalitios f 1 n th | wod will of tl
onr O 1 ]
I he ho fave he o ileral tre elinquen
irged radieal amendment [ he Arrears of ‘I ( \ the | 1011
¢ Legis) 1 \ «l o 0« nt ( ( on 6t
h 1 ¢ the extensic « he reden 1 l for o y
inder cert condition Ihis amendment was not fh tlv generous
please the petitioners but w evertheless suflicie ( u
Oonsi ¢ difficulty to the trators Letten O mvestor \
Y le certificates have beer ubmitted to the investigator hich shoy
( clearlyv that they consider even thi hght amendment to tl \ct
| tiall breach of faith,  City officials testify that the amendment
ry seriously affected the market for tax sale certificate I he
ourable effects of attempts to case the lot of the x delinguen
Id in all probability outweigh the good accomplisl Rehi 1
looked for from other direction
The Poll Tax.—Curiously enough the poll tax, which has been almost
ervwhere abandoned, 1s still tolerated in Saskatehewan I'he explana
tion 1s undoubtedly that property owne wre not averse to compelling
the numerous transients who own no taxal le property to pay something
towards municipal expenses I'he objections made to the investigator
were that the contribution was not so heavy in proportion as the contribu-
tion demanded of land owners and that the tax did not extend to women
What part the poll tax should play in a scheme ol readjustment is dis-
4 cussed later

The

on several L’HHAIH:\

made against

'I"’,
In the first place it is contended tl

Business Complaints are

applied, with each eity determining its own schedule

Cf.infra, p. 44

Cf. infra, p. 47

develops among the municipalities which is undesirable in its effects

the business tax
1t as at present
an irregularity

A memorandum submitted by Mr. R. R. Nichol, of the Canadian Northern

Railway system, urges a two-vear period before the sale of land for tux I'he argument

support of this proposal refers more particularly to conditions m rural munici-
palities
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An accountant in one city, it is urged, should pay the same amount as
business tax whether he locates in Saskatoon or Moose Jaw. A type of i
municipal competition springs up which, it is felt, ought to be discouraged.

In any case there can be no doubt that the local freedom in this
direction has greatly crippled the business tax as a revenue producing
device. Local pressure is brought to bear very effectively with the result
that the assessment is often set at ridiculously low figures.

The business tax is also sometimes eriticised on the broad ground of

equity in that it does not approximate a charge on net revenue but, on

the contrary, taxes the man who fails as heavily as him who prospers

Yet there are those to whom the tax commends itself because of this
yu'uh'ull_\.

Finally, it is asserted by some that the business tax has a tendeney to
restriet the size of quarters used by business establishments

In the opinion of the writer a higher degree of uniformity is de irable
in the business tax schedules, but complete uniformity among all of the
municipalities of the provinee should not be attempted. The proposal
to withdraw from the municipalities the right to determine their own

schedules would probably not be seriously opposed, but would, on the

contrary, win active support from the administrators in some !,I‘u‘('»

because of the embarrassment caused by the pressure of local business

men who objeet to high assessment schedules. The business tax has
interesting possibilitics from the point of view of equitableness when
combined with certain other taxes which will be later discussed Finally

ilthough it is desirable that the tax be left so low as not to involve undesi
ible soeial results, such as the « IH\‘A]I!\;{ of business into a small floox Space
it 18 necessary to remember the financial urgeney and to compare this
disadvantage of the business tax with the disadvantages of the alternatives

Ihere should be mi ntioned also two eriticisms eneon ntered which
were not directed against the tax system but which, nevertheless, have a
fiscal significance.  One point relates to the form of organisation in use
in the smaller cities.  In two of the cities the opinion was expressed that

considerable finaneial saving could be effected by a more simple system

of organisation.  This raises the question of the desirability of classifyving

cities Ito two or more groups

The other criticism was directed at the suffrage and insisted that it

was bestowed too liberally.  One proposal was that only taxpayers on

assessments of more than %5,000 be permitted to vote for money by laws.

Whether financial conservatism and responsibility can best be promoted
through limited suffrage

w through liberal suffrage coupled with close

provineial supervision, is an unsettled question which perhaps only
experiment can decide.

DistriBuTioN OF THE TAX BURDEN BETWEEN URBAN
AND RurAL MUNICIPALITIES.

Tue

In addition to the dissatisfuction with the methods of raising municipal

revenues, complaint is made of financial burdens which rest upon the

! This assumes, of course, that they are in the same line of business and use an
equal amount of floor space

LOf. infra, p. 46
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municipalities as a result of the manner in which provineial revenues are

obtained and the manner in which the high schools are financed.

The Patriotic Tax.—Until the outbreak of the war there existed in
Saskatchewan a complete separation of sources of provineial and municipal

revenue The localities wer given real estate, business and INCoOmes as
the principal elements for their tax hases, while the province depended
upon subsidies, indireet taxes and fees of various sorts.  As a result the
provincial system has developed into a collection of miseellaneous and
unrelated revenues which have been seized upon at various tunes as
opportunity offered. Doubtless the moment is rapidly approaching' when
the provinee must se riously consider a reorganisation of its revenue svst m
upon & more intelligent plan, but the time for this appears to be not vet
ripe It is a remarkable fact that the ;‘lvﬂllul\l 1ax systen contaims not
a single elastie element-——not one tax whose rate can b ried at will to
_\ll'l(lH‘MIHl\I‘I\\'V\ lnlmrt‘\n 'H'v'\“‘m’vw‘w! \ possible exeeption
to this statement is the patriotic tax, but this after all is considered a

special tax levied for particular purposes

I'he patriotie tax, which was established by an Act passed in 1916
levied a special rate of one mill* on the dollar upon “the total value of all
the rateable property ™ in the municipalities (including rural municipalitic
and a rate of one cent per acre upon the lands in the outlying “loeal
improvement distriets the proceeds to le used for meeting certan
expenditures connected with the wm

Were it not for the fact that there is every prospect that the patriotic
tax will be retained for several years as a part of the provineial svstem
its shortecomings HHL_'IH not deserve attention U6 the seriousness of 1its
defeets there can be no question IFirst of all, in imposing a flat rate upon
all the rateable property” the law ignores the differences between the
tax bases used in the various municipalities.  In some municipaliti
land alone is taxed.,  Other municipalities tax, in addition, improvements
husiness and incom The village which taxes land only is called upon
1o pay lnlw\! less 1o the patriotie lrlkui H:;.n one which has a M.»:.[u 1

base.,  Complaint is made that in general the urban regions are levied

upon more heavily than the rural \gain, of two municipalities the on
which values its property more conservatively escapes with a lighter tax
The munieipalities have not been slow to grasp this fact and the era of
competitive undervaluation appears already to have begun

In the opinion of the writer the apportionment should be made on
a basgis more equitable than mere “rateable property ™ and steps should
be taken to equalise the assessments among the municipalities.* Unless
speedy action is taken in this direction the patriotie tax is likely very soon
to develop into a very troublesome part of the revenue system

Local Licenses.—In the course of its development the provineial
revenue system has gradually absorbed many licenses and complaint is
made that this results in the municipalities payving a larger share of the

UThere is a growing need for revenues and a growing conviction that some ¢

N
the revenues now used for local purposes, e.g., the surtax, are better suited for provine 1.“I
purposes than for local

! Laws of 1916, chapter 6

3 Increased té one and one-half mills in 1917

LT infra, p. 48



provincial expenses than would Le the result were the licenses made a
source of loeal revenue and the provineial treasury supplied by some form
of general dirveet taxation.  Although a definite statement cannot be made
without knowledge of the nature of the substitute source of revenue, this
claim is probably well founded. Certainly it is true that many licenses
\\lm'lv are used as loeal sources of revenue clsewhere are used in
Saskatchewan to supply the provineial treasury In some cases the

provineial licenses are not exclusive in the sense that other local licenses

may not be also impose But, according to the local authorities, they
are made so high as to preclude the addition of loeal license

Vutcmobile License Somewhat similar is the digpute concerning
fees from automobile licenses.  Approximately one-sixth of the auto-
mobiles of the provinee are owned in the cities Yet the citics receive
no direct financial returns from the fund accumulated i the provineial
treasury from motor licenses, while the country distriets are given subsidies
from the fund for road purposes ['he city residents elaim that they
have streets to maimtain just as the country has roads and that they should

hare in the distribution. It is difficult to answer this argument, for the

retort that the ety cars make use of the country ro:au carrl Its own
rejoinder that the country cars reciprocate by using the city streets
It is, however, commenly considered good practice to sul sidise road
building from eontral treasurics even where similar favours are not extended
to eity strect o that the provinee cannot e charged with adopting
unusual means to penalise the eities as compared with the country.  Much
of the complaint 1s undoubtedly based upon the form of the distribution
If, for example, the funds were expended directly by the provinee for the
same purroscs, mstead of being given i the form of a casl rant to the

country distriets, there would be less objeetion

It has been urged that automobile hicenses should be done away with
entirely but this is scarcely a fiseal possibility at the present tin I'h
real question involved is whether the people of the provinee desire pro-

imeinl subsidies for road building alone or for both roads and city streets.

\ l““"i le source of additional revenue for the cities consi | an
wlditional license fee for automobiles, ['he fees are already as high as

is customary elsewhere but probal Iy an inerease of 50 per cent. for local

purposes would not be considered unduly burdensome

Fine Dissatisfaction is expressed because so large a portion of
the fines colleeted by the cities for variovs misdemeanours is claimed by
the provincial treasury. Formerly a contribution was made by the
province toward the expenses of the loeal administration of justice, but
this has been discontinued.!  This situation is also an vnusual one, but
the amounts involved are not large. In Swift Current, for example,
the total fines in 1916 amounted to $5,707, of which the provinee claimed
£2.350. Of the fines collected in Saskatoon the city received $2.008.85

and the provinee $2,5884,

The Support of High Schools.
in Saskatchewan are municipally controlled institutions which receive
their financial support primarily from taxes levied by the eities and towns.

High schools and collegiate institutes

The students, however, are often drawn from a wide territory and conse-

1 At least so far us the selaries of the magistrates are concerned
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quently the urban taxpayers are ealled upon to bear the total cost of high
w'hnn]x which N ERY both ety wmd country I'he aceuracy of this state
ment is somewhat affected by the provineial grants from the * Supple

mentary Revenue und but these usually do not “|"II"II"I an Mw“;_‘l‘

Sl ek s S

compensation 1ol 1 he ervice rendered |'|\- burden "<\'r| ed can I

2 better appreciated when it 1s understood that much as 30 per eent. of

i the enrollment in Prinee Albert and 35 per cent. in Saskatoon come fron
outside distriets I'he per capita cost of high school st t IO INOreovel

4‘ 18 very high In Moose Jaw it approximates $110; 1 Pr \lbert, 8136
and in North Battleford, $260

Thig 18 a situation which demands attention I'he suggestion

3 the Committee of the Union of Saskatehewan Municipalities is that the

Y provinel U government assume the entire financial burd

1 tion But even if the consent of the government coul

:

ﬁ surrender of local control 15 almost necessan corollar

1 posal and this is not desived by the municipalities & an

; found by requiring the rural nmieipalities from which the

to pay the cost of their tuition I'his plan h heen widely used in th

xe United Stat However, this problem is one which 1s being considered
Uso by Doctor Harold W. Foght in connection with the edueationa
survey being condueted by hi be that t financial probl
s well \Varo cducational p 1 \ LT mon solution
some general gl tion ol school distriet bo S ggestoed

i IS report
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‘ The survey of taxation in the urban municipalities of the provine

»‘y reveals a sound basis for much of the eriticism of the existing svyster

y All the available data indieate that tl oncentration of the len up

1 land values has been carried to a dangerous poi If it is desirable that

4 land titles remain in the hands of private person nd if it 18 desiral

& that speculative land values form a substantial source of municip

! revenue, action must be taken at once to reduce the burden to a siz

which will persuade land owners to pay taxes rather than surrender thei

holdings. Lven a cursory examination of the situation will show tha
the IY}MHU”\,\‘I]II\ cannot afford to invite a serious impairment of the

2 revenues from land values.! and there 1s apparently no substantial senti
3

ment in favour of the adoption of the poliey of public ownership of land

Consequently the primary task of a plan for readjustment is to mal

essments to reasonable levels

financially possible the reduetion of land a

and the reduction of rates imposed on these assessments to a point where

prompt collections can be confidently anticipated

This is true even though they should ntemplate holding the land for future
e or rental




PART TWO

\ PLAN FOR READJUSTING THE TAX SYSTEMS OF THE
MUNICIPALITIES

Tue SoLvTioN A TEMPORARY SUPFLEMENT TO THE Laxp Tax.

In considering a plan for \-.nI‘I 1sting the financial syvstems of the
municipalities of Saskatchewan it should always be kept in mind that the
present adverse conditions are abnormal.  The waritself is in large measure
responsible, for although the depression was already present before the war
began, it has undoubtedly been more lasting and severe in some of its
effeets beeause of it.  The revival

f prosperity which everyone expects after
the war should of itself bring an adequate solution of the present financial
problem, and in all probability it will be possible to return to the system

t present
Hu WwWisest \Ulthnv:HIII\I\T\I'\ the min;rilwl\u\ certain temporary expedients

which was so popular in the past but which is so inadequat

to meet the present emergency—expedients which may be disagreeable
in themselves and more or less intolerable judged by the standards of
ordinary times, but nevertheless much less disagreeable and much more
tolerable than bankruptey
In devising means of meeting the present emergeney, especial eare
hould be used to maintain the advantage won by the establishment of
the land tax principle. By asserting the community’s elaim to so large
share of the land values, the municipalities have developed an asset
of great value and one which it would be sheer folly to dissipate or
render
Any plan for readjustment should be predieated on the assumption
that the ~{M'|:1! taxation of land, to the extent that the same has come
as the
basis of the system. This source of revenue has demonstrated, however
its lack of dependability under conditions such as now prevail.  What
s needed, then, is a group of financial expedients to supplement the land
tax during the present period of stress and which may be available for

to be generally aceepted as normal and proper, will be retained

use in similar emergencies without the unfortunate delav which

in this
case has so accentuated the problem

The plan of readjustment here proposed is framed with reference to
the needs of the municipalities of the provinee in general and is not pre-
sented as a cure for the most acute cases, No mere rearrangement of
the tax system can repair the financial damage done in a few of the munici-
palities by stupid and careless engineering, by selfish and mistaken policies
of railway development and by extravagant and reckless municipal
administration.  But the seriously embarrassed municipalities are, after
all, few in number.  Indeed, when one considers that in spite of the highly
dynamic conditions which have been present, only three among all of
the three hundred and ninety-one urban municipalities in the provinee
have failed to meet their obligations promptly, the record is creditable
But, as has been seen, a great many of the municipalities, which up to the
present have met all obligations, cannot continue much longer on the
present basis without directly courting disaster,
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RELiEF TO LAND OWNERS

Assuming that revenues can be secured from other sources which
will make it possible to extend relief to the owners of land, the question
must be considered as to how much relief it is necessary or desirable to
xtend. It should be asserted at the very outset that this is a question
which cannot receive a definite, dogmatic answer From the fiscal point
of view 1t is necessary that the relief be sufficient to make }Hl«f H liv;n ndabl
part of the tax base I'he amount of relief necessary to bring this about
will obviously vary some what from city to eity It mav also be desirable
in the opmion ot the Iulr\t!r of the provinee, to go further than this and

xtend a larger degree of relief on the grounds of equity

Policy in Relation to Lands Acquired through Tax Sales Iissential to
the establishment of land as a dependable part of the tax base is the
formulation of & sound I‘w'm v Iin relation to lands acquired througl X

sales.  As has been pointed out, attempts by the municipalitios to realis

(Ui kly 1 pon these lands may precipitate a rious collapse In the
opinion of the investigator the policy adopted should be a flexible one
vhich will always take into account the effeet of sales upon realt e

In general, it may be said that where municipalities ean realise upon lands

thus acquired without compromising realty values, they cannot afford
to hold the lands, and that where an attempt to i« on lands will
COMPromise realty values nmunieip lities cannot afford to s them
In the ease of outlyving subdivisions which will not be needed for huilding

which
vould result in a ridiculously small return to the public treasury, should

lots for decades to come, the case is elear.  Every effort, short of that
¢ made to realise on the land In the case of land Iving within the
l¢ \l‘\u\u‘l areas ol the muni I]UM‘I( S, the n»[!]\ Sl Iuﬁr v Is not to make

es at prices lower than those which the municipality is prepared to

ceept as the assessed value of the land.  Otherwise the municipality i

;l\‘t"w& in the anomalous position ol defending assessinents which are ]

than the prices for which it is willing to sell its own land

Compromises for Unpaid Taxes.—In conneetion with the task of
putting the land tax on a firm foundation, compromises for unpaid taxes
form a difficult problem. Accepting less than the taxes charged is an
<\w'|‘4'<||l|g|_\ <|:|I|L’<Inll\ practice, beeause 1t tends to demoralise prompt
payment and to encourage deliberate playving for a compromise.  1f there
is a prospect of finally settling a tax claim on a basis of one-half or one-third
of the taxes imposed, it is good business to allow the arrears to accumulate
\greement to a compromise amounts substantially to an acknowledgment
that the original charge was unjust, and if a rebate is made to one tax
payer it should be made to others also

The policy toward compromises of taxes should be a corollary of the
policy in regard to lands acquired by tax sales. If the present owner is
the best customer for a piece of land which should be realised on in accord-
imee with the sales poliey outlined above, the payment may in some cases
he more conveniently made in the form of a tax compromise. In other

cases compromises should be made only in most unusual instances and

11t is not entirely clear whether the adoption of this policy would involve the

mendment of section 24 of The Arrears of Taxes Act
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under striet central control.  The eity can much better afford to take
over the land and hold it than to encourage t ixpayers 1o s heme for com-

‘lfll]i”“l\
The Arvears of Taxes Act.—1t is desivable, in the opinion of the
mvestigator, that the amendment to The Arrears of Taxes Aet, passed in

1917 permitting an extension of t he \-Alrm;'Ylnh \'w!ul under certain

ondition ction 69a) be repealed and that no action b ken weakening
the proyisions of the present law or affecting unfavourably the foundation
ipon which tax sale certificates rest
The Imsurance of Fe | sxe ( I he existing over-assessment
0 of cours to be depreeated Much woald be accomplished
towar correction of the situation he provision of additional revenuc
from other soure or this would relieve the admimstrators of the feeling
! the only 1V to raise the necessary - to maintain high assess
n
in addition, the language of the municipal Acts, in so far as it can
Iy construed as to condone over moent hould be modified I
hould be made very ¢l h n \ higher figure than ful
ue 18 not to b yin e
Finally, it 18 imperative that ade machinery be provided to
consider appeals in eases of dissat 10 th essment The com
mittee of the council has obvious defeets v court of appeal but it probably
performs a sufficiently useful function i weeding out the ungrounded
nd merely formal protests to justify its retention With the pressure of
financial nece removed, and with the possibility of appeal from its
LOCIS101 the Local Government Board would ;‘vn}.ﬂ Iy give almost
complet isfaction 1 body to pass upon appeals from the local com-
e | he occasional maleontent should be required to pay his tax,
rotest, pending an appeal to the supreme court of the province

his elaim for rebate to be readjusted from the following vear's levy

The Reduction of Present Rale T}

iere formerly existed in The City

\et a restriction on the tax rvate which limited it to 20 mills. Land
owners Lought with the knowledge that the tax rates might inerease te
that figure but there was in that provision gome assurance that the rate
would not go above it. Today there is no limit to the rate which the

property owner can be called upon to pay, and in the absence of changes
in the tax system there is some basis for apprehension lest the burden
become  generally — confiseatory A 20 mill rate on a reasonable
assessment would doubtless result in greatly improved collections, 1t i
desirable, in the opinion of the writer, to make the outlook for land owners
as definite as possible, and with that end in view it is recommended that
the rate on land for all purposes, including schools, be limited to 20 mills
with the provision that a higher rate ean be levied only with the consent
of the Local Government Board. The Board should be instructed to grant
such inereases only when it 1s convineed that the other sources of revenue
are being utilised and that the higher rate is necessary to meet the
financial needs of the ease

The Reduction of Present Assessments. Jata have been submitted
which draw a very dismal pieture of the present state of land

Provineial Tox Commission, if created
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values, particularly as compared with assessmonts. While there s
doubtless good grovnd for mueh of the complaint, there seems to be a spirit
of undue pessimism in some quarters,  Many even appear to take the
position that there is no future at all for real estate | his attitude 1

doubtless, largely the result of a reaction from the over oy thnistic position

of a few vears ago

Large reductions in land assessmuonts have already Teen made in
many municipalities, particularly in the three largest cities of the provine
Substantial revisions downward vet remain to be made before assessment
ipproximate true values.  But there are factors in the situation whiel

undoubtedly operate to improve the outlook. First of all, the municipali-

ties by their previous reductions have already written off the rolls what

is probably the most »|vtl1|:¥¢'.4 portion of the land values I'he outlying
subdivisions have. for instance, been scaled down to a low level | I
second place, the darkness of the present outlook is due in large part to
the tax situation itself If in the place of the present outlook of uncertainty
ind sinister possibilities, there were substituted an assuranee that the
burden would be approximately what was anticipated when the |
purchased, an immediate hardening of | lue would undouttedh
vosult
MeETHops oF INCR) v REVENU)

If substantial relief 1s to be extended to land owners, it is ne '\
that some of the taxes now levied on land be obtained from other sources
I'he problem 15 to determine where in the community there exists the
thility to bear additional 1 burdens and what the hest thod

imposing the burdens where the n be b

ire by no means an identieal group with the owners of unimproved propert

md the transter of part ot | Presol burden to butlding Lthereton

mphes a readjustient of the burder | his. moreover, does not take into
ceount the shifting of the improvement tax to the tenants i the form of
mereased rentals Fhough the burden 1 in the first mstanee upon
the owners of the houses, the tenden weording to economie theor

1% 1o erease rentals by an amount sufhicient to cover the tax In actual
praectice in western Canada, rentals are rarely normal. being usually eithen
ery high or very low [he possibility of the inereased tax being shifted
1O ||l~‘ tenant depends i||1j|\‘ upon !|n rent | imuation at the panrt cular
time If the demand for houses is strong, the probability is that a new
tax on buildings would be shifted.  In almost all of the cities, as it happens
the demand at present is good and is improving.  Consequently the

probabilities are that a substantial portion of the tax would be paid by

the tenants (or by those owners \\]mmm“" their own houses
Taxes upon improvements have been unpopular in Saskatehewan
and they have been very largely eliminated as a source of local revenu

It 18 not to be presumed that such taxes are particularly popular anywhere
but 1t so ||~|y|nl|» that almost nowhere else han mt lml[.n\!H'— found
themselves in a position where they could afford to dispense with them
As a rough method of approximating ability to contribute to the public
treasury, there i much to be said in favour of the plan Indeed, next to
the tax on land. it is considered by most tax authorities the most attracetive

souree of loeal revenu
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Under conditions as they exist at present, an increase in the taxation
of improvements in the municipalities of Saskatchewan would be a desirable
temporary addition to the revenue system. It would add to the depend-
ability of the tax base, for the taxes on buildings are more certain of

colleetion than the thxes on land It would result in a substantial increas
in revenue without additional administrative expense Its burden would
fall, for the most part, where it could well be borne It is, in short

source of revenue which in this time of financial stress the municipalities
cannot afford to 1gnore

I'he recommendation of the committee of the Union of Saskatchewan
Municipalities that improvements be assessed at a uniform percentag
of their value in all urban municipalities should be adopted but with the
proviso that in special cases the Local Government Board?® shall havi

power to make exceptions where it is desirable for fiscal reasons to tax

mprovements at a higher percentage than the general one IFor the yvear
1917 improvements should be taxed at 60 per cent. of their valug If the
result of the vear's financing makes it desirable to increase this figure
the following vear, a considerable margin remain Provision should be
made for an easv return to a lower assessment of buildings when the
finaneial situation will permit it I'his should be accomplished by securing
the pproval of N admmistrative body under conditions which will
reductions which are financially unwarranted are not made
competitive undervaluation between municipalities does not

develop to the injury of the financial soundness of the local situations
T'he B ne Ta 'he business tax formerly plaved a far more
important part in municipal finance than is now the ease Under properly
prepared sehedules it should be made to assist very materially toward
the solution of the present problem I'he testimony is universal that the
business men are prosperous and are in a good position to aceept wdditional
taxation ['his ean best be accomplished, in the opinion of the writer
by a combination business and mcome tax I'he business tax should b

apportioned on the floor space basis and the income tax used to supplement
it by correcting the injustice due to the fact that the business tax does nof
diseriminate Fetween the prosperous and the unsuccessful

To remove the business tax from local Pressure and to gain the advan-
tages of uniformity, the business tax schedules should be controlled by a
central authority It is not desirable to have one uniform schedule
for all of the municipalities [hey should be elassified into more or less
homogeneous groups, the cities, for example, being distributed into two
or three clagses. The schedules should be drawn up in tentative form
by representatives of the municipalities in each group, preferably by the
assessors, and submitted to the central authority for approval. The
schedules should bie prepared on the basis of an expected revenue con-
siderably higher than is now being realised even in the cities where the
business tax now vields the highest returns, It should aim to distribute
the Lurden equitably as Letween different groups of business men.

C'f, supra, pp.
Or the Provineial Tax Commission, if created

Preferably by a Provineial Tax Commission

Except, of course, as the prosperous man uses more floor space

Preferably by the Provineial Tax Commission, if ereated
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Merely making uniform the schedules in municipalities of the same
class does not make equal the burden on types of business unless the
tax rates are identical in the municipalities, This is an

argument in
favour of a fixed uniform rate on businesses

The Income Tax~—The time is apparently not ripe for a general
provincial income tax in which the municipalities share. Several con
ditions essential to the success of such a tax are as yvet absent. The new
federal income tax law renders the situation more difficult from the fiscal
point of view, without making it much easier from the administrative
point of view.! What remains is to revamp the present local income tax
law into a form which will be more equitable and productive. Certainly
the present exemption granted to incomes in cases where the person i
assessed for othe taxable subjects should be repe wfml It mav he that
a [»Im“ somewhat like that in use in the State of Conneeticut conld b
applied in Saskatchewan whereby every person filing a federal incom
return would also file a lill|\||\':|!»- with the loeal authoritic for use n
formulating an assessment fo municy al purposes.

'Hn rate in the presence ol the ||IL’M\ Progressive federal rate
cannot be made high, 2 per cent. probably being the upper limit I'his
rate could well b .‘II‘]"I“{ to the whole income, however, not merel 1«

the net income over and above the initial exemption
Poll

as a type of income tax on the lower ranges of income but it may be desi

ible to supplement it by the specific poll t

10 Fhe improvements tax will have a tendency to operate

X I'his could be made t
to vary mm amount with general classes of income i the lower ranges
For « \Hn|l|' a person with an income of less than $1,000 n ight be charged
a five=dollar poll tax: one between $1.000 and $£1,500 a ten=dollar poll ta

ete. This is, of course, one of the less desirable forms of taxation

The Rentals Tazx The rentals tax might be profitably resorted to in
situations where the inere:

vin the tax on nmprovements s an economi
impossibility.  Provision should be made which will render this ta
available for such cases. The sdvisability of

N
its use in particular cases
should be determined !';\ some central authority,

The Increment Taax Because the imposition of an increment tax
at this time would probably have the effect of depressing land values
still further, the adoption of

such a measure in the present contingeney 1s
deemed to be ill advised

MisCELLANEOUS ("HANGES
A Provineial Tax Commission.—I1t is now a serious question as to
whether the time is not ripe for the appointment of a central provincial
board of some dignity, power and responsibility to assist in the administra-

tion of the tax system. The necessity of providing for equalisation in

connection with the patriotic tax gives point to the matter. Then thert

are equalisation functions as between towns and rural municipalities

which could well be assigned to such a body, It could also take over from
! According to a letter dated September 17, from the Federal Commissioner of

Taxation, the federal income tax returns are not available to provineial or municipal
authorities
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the Loeal Government Board the work of passing on appeals from assess-
ments.  The task of guiding the municipalities through the present period
of finaneial stress, the formulation of the business tax schedules, the

\lt\'ln|>||1l‘1|l of an effective local income tax 0 ould be assigned to

such a body Experience in the United States has demonstrated the

desirability of making such a board small wing it as far as

possible from political influence

The Patriotic Taa \s has been noted * the basis for the apportion-

ment of the patriotie tax stands in need of readjustinent. It is suggested
that the equalised assessed value of land alone would probably prove to

be the most practicable available basis

1

An examination of the detailed statisties of a mber of munici-

ilities of the provinee has convineed the writer that the pre difficult

ituation ean be satisfactorily met by the poliey outlined aboy Some

of the munieipalities will undoubtedly | atment, but for
torms

most all a temporary submission

taxation sugeested will bring the




