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The Value of Land in Australia Before 1913

ALAN M. TAYLOR®

The economic development of regions of new settlement in the late-ninereenth and
carly-twentieth centuries was based on their abundance of resources, relarive to scarce
labor and capiral—this is nowhere mote cleatly evident than in the canonical cases of
Australia and Argentina. These initial conditions generated enormous disequilibrium in
the increasingly integrated world economy, prompring the mass migration of fabor from
the Old to the New World, and the huge capital exports from Britain to all corners of the
globe; simultaneously, the regions experienced an export-led boom which saw the scale of
their economies grow at a very rapid rate.

Our understanding of the processes by which the settler economies developed from
this initial disequilibrium is as yet primitive, and relatively unsophisticated in terms of
the incorporation of these peculiar traits of development into an integrated theory of
economic growth. Essential elements of such a theory would indlude an analysis of factor
flows, factor scarcities, trade patterns and growth. The empirical context is the second
arez which warrants our artention, to improve the database with which we can better

understand the historical processes of change as they acrually occurred in these regions.
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Center for International Affairs and Department of Economics, Harvard University, and a
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Schaol of Sucial Sciences, Australian National University. 1 would like to thank Tan McLean,

Graeme Snooks, and Barry Howarch for their advice during this project. The usuat disclaimer
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One crucial element here is an analysis of the scarcity of resources, widely defined,
and how thar scarcity changes over time. This paper addresses a serious gap in the
existing empirical literature by presenting estimates of the value of land in Australia prior
to 1913. Although a detailed study by Scort contains information on land values after
1945, information prior to that date is scarce, save for a few estimates by Coghlan,
Knibbs and Wickens. The only time series available, based on local government
assessments, were developed by Jan McLean for Victoria as part of his dissertation
research on the rural sector there from 1870 ro 1910.1

In this paper, two alternative measures of land values are presented, one based on the
sale of Crown land by the state, the other based on local government assessments of the
value of land for rating purposes, following McLean. Series are presented for four states:
Vicroria, New South Wales, Queensland and South Australia. The scope and basis of
these two types of series are very different, and the derived implicit values of land exhibit
very different characteristics. It is suggested that the two measures therefore have very
different potential uses.

The Crown land sales were essentially a government financing scheme, a revenue
raising device that avoided the need for overseas borrowing. A large element of state
involvement in these transaction could have seriously distorted the fair market price of
such properties. Furthermore, the flow of such land was of varying quality over time, a
fact which must have been reflected in its price.

Local government assessments were carried out on a slowly growing but largely
unchanged stock of land. Fair market values were applied to rate the properry. Although
these valuations often included improvements to the land, and although the stock was
not absolutely fixed, it is likely thar these series offer a better proxy for the fair market

value of an unimproved unit of land of a more or less fixed quality.

L R. H. Scott, The Value of Land in Australia (Centre for Research on Federal Financial
Relations, The Australian National Universicy, Canberra, 1986). See especially Appendix L.
I. W. McLean, “Rural Outputs, Inputs and Mechanization in Victoria 1870-1910" (Ph.D.
dissertation, The Australian National University, December 1971).
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Estimates: Crown Land Sales

The estimates based on Crown land sales use the following methodology. State and
Commonwealth records contain information on the area of Crown land sold each year,
and the amount realized from the sale. Dividing the amount realized by the area sold
provides an implicit price of the land.

This approach to valuing land has several weaknesses. Since the quality of lands
brought to sale must have varied enormously, these series cannot furnish a quality-
adjusted estimate of the value of land. This is a serious problem if the quality of Crown
lands sold was correlated with time. If the state sold off prime land early, then disposed of
successively more marginal lands in later years, a rising scarcity of land would be
obscured in the series by a countervailing quality deterioration operating to drive prices
down.

The lands were also disposed of by the state as a revenue raising exercise. At times,
this running down of the nation’s public capital stock was questioned as sound finance,
but the attractiveness of such a simple source of funds independent of foreign borrowing,
proved persuasive to state Treasurers. The government intervention in the marker for
these lands also raises serious questions as to the series’ reliability as a proxy for fair
market land prices.

The series are best seen as a source of information on government activity in one part
of the land market. The implicit price derived may give some indication of the
governments willingness to subsidize rural development, or its desire to exploit an easy
avenue for finance. The series do seem to contradict, however, the conventional wisdom
on increasing land scarcity during the late-nineteenth and early twentieth centuries, as
indicated by the summary series in Table 5 and Figure 1. This is in marked contrast to

the second set of data derived from local government assessments.

2 N. G. Butlin, Investment in Australian Fconomic Development, 18601900 (Cambridge,
Cambridge University Press, 1964), pp. 378-80.




The sources used were as follows:

Victoria (Table 1)

Column 1: Crown land sales, area sold. Victorian Year Book, 191819, pp. 581-2.
Column 2: Crown land sales, amount realized. Ibid.
Cotumn 3: Crown land sales, implicir price. Column 2 divided by column 1.

New South Wales {Table 2}

Column 1: Public fands sold, conditional purchasc applicntiuns, auctions and spucial sales, area.
New South Wales Statistical Register, 1918-19, p. 1012,

Column 2: Public lands sold, conditional purchase applicztions, auctions and special sales,
amount received (including survey fees), Ibid.

Column 3: Public Jands sold, implicit price. Column 2 divided by column 1.

Queensland (Table 3)

Column 1: Crown lands alicaated, arca, Statisties of Queensland, 1918, p. 10L. {Original series is
cumulative; differencing applied.}

Column 2: Crown lands alienated, amount received. Ibid. (Original series is cumularive;
differencing applied.}

Column 3: Crown Jands afienated, implicit price. Column 2 divided by column 1.

South Australia (Table 4)

Celumn 1: Land alienated, area. Stavistical Register of South Australia, 1918--19, pp. 8-9.
Colume 2: Land alicnated, amount. Ibid.
Column 3: Land alienated, implicit price. Column 2 divided by column 1.

Summary (Table 5)

Column 1: Table 1, column 3.

Column 2: Table 2, column 3.

Column 3: Table 3, column 3.

Column 4: Table 4, column 3.

Column % Total 2meunt received in jand sales in all four states divided by total area sold in alf
four states. Derived from Tables 1--4.

Estimates: Local Government Assessments of Rural Land Values

In each stare, local governmenes—in Municipalities, Shires, Divisions, District
Councils and other administrative units—acquired at various times the authority to levy
rates on property. This required assessments of the value of rateable property, including
land and the improvements thereon. Assessors were charged with making such valuations
in teference to the fair marker value of such properties. These procedures, however,
exhibited a good deal of variation across the states.

The series which follow derive from estimates of the capital value of rateable property
and proxics for the area of land so valued. Simple division yields an implicit price,

The sources and methods used were as follows:

Victoria {Table 6)

Column 1: Column 2 divided by column 3, subscquently multiplied by two-thirds.

Column 2: Estimated improved capital value of rateable propesty, Shires and Road Districts,
municipal financial yeats ending Seprember 30 Statistical Register of Victoria, various issues
{eateies are found under “Population” or “Municipal Statistics™); Year Book af the
Commonwealth of Australia, various issues {entries are found under “Local Government”).

Column 3: Estimated fand in use for all agricultural purposes, all Vicroria. Austrafians: Historical
Statistics, p. 73.

In Vicroria, the Local Government Act of 1874 created Municipaliries and Shires,
the former having encompassing Municipal Districts and Boroughs, the latter having
absorbed the earlier Read Districts following the Road District and Shires Act of 1863,
All land, including buildings and improvements thereon, constituted rateable property,
excluding Crown lands unoccupied, lands used for commons, mines, public worship,
cemeteries, libraries and various educational purposes, land belonging to che local
government itself, and other sundry propetties. Ratings quoted were based on the fair
capiral value of the fee-simple of the land and improvements.?

As a proxy for the value of rural fand and improvements I used the series on

improved capital values of rateable property in the Shires and Road Districrs, available

3 Year Book of the Commenwealth of Australia, 1901-1907, p. 821 fF.




from 1865. Asa proxy for the land so evaluated [ use the agriculrural land in use series.
(This area series seems the most relevant series since we must account for varying land use
over the period, and, undoubredly, the vast majority of agricultural land in use was in
Shires and Road Districts.) Finally, the values are scaled by two-thirds, as it is estimated
thar the unimproved value of land was approximarely two-thirds of the improved land
value during chis period. This procedure was adopted following that used by McLean,
based on evidence in the Victorian Year Baoks, from Coghlan and from sources in New
Zealand.4 The implicic price is therefore an estimate of the value of unimproved land in

rural Victorian Shires.

New South Wales {Table 7)

Column 1: Column 2 divided by column 3, subscquently mulsiplied by two-thirds.

Column 2: Estimated improved capital value of rateable property, Country Municipalitics,
financial years ending February of next year (*) or December. Statistical Register of New South
Walzs, vatious issues (entries are found under “Local Government” or “Municipalities™); Year
Book of the Commomuealth of Australia, various issucs (enceies are found under “Local
Government™).

Column 3: Estimated land area of Councry Municipalities, Staisticel Register of New South Wales,
various issues (ettsies are found under *Local Government” or “Municipalities”}.
Considerable difficulty was encountered in adapting the methods used in Vicroria for

application in New South Wales since local government was established in the latter ina

much less uniform manner. Municipalities Acts in 1858, 1867 and 1897, and their
amendments, enabled the voluntary incorporatien of districts into self-governing units,
but this system ‘was not conducive to the adoption of a general system of local
government, because so long as the central Government continued to construce and pay
for local works, it was nacuraf that the inhabitants would be willing to deny themselves

the advantages of self-government.” Jt was not unril the passage of the Shires Act of 1905

and the Local Government Acts of 1906 that local government was formally extended to

all parts of the state. Consequently, the coverage of local government rating authoriries

prios to 1906 was severely limited. As an indication of this we may note thar

incorporated areas grew from 409 square miles in 1860 to 2,830 square miles in 1906

4 McLean, ibid., p. 151.

still fess than ten per cent of the roral area of the state of 310,367 square miles, With the
Shires Act incorporation was extended to the entire Eastern and Central Divisions of the
state, and the incorporated area grew to 184,869 square miles.

Consequently, the only available time series for rateable property that might be used
as a plausible proxy for rural land values is the series on the improved capital value of
rateable property in Country Municipalities. Such a series is deficient for our purpose of
valuing agriculrural land alone, since a large component of Municipalities, even in the
countty, is affecred by urbanization. We therefore expect the implicit land values derived
here to be much more inflated relative to the actual values of true rural land more distant
from any form of conurbation.

Rateable pro'pcrty excluded various types of land: for example, commons, parks,
reserves, cemeteries, hospitals, Crown land unoccupied, and lands used for public
transportation, education, charitable purpases, etc. Rates were based on both improved
and unimproved capital values at different times and for different purposes.’

Since our attention is restricted to Country Municipalities, we must also be careful to
chose a relevant area measure with which to deflate the series. Accordingly the area of
said Country Municipalities is used, as opposed to any measure of overall rusal land use.
This is appropriate because the Countty Municipalities would have encompassed only a
fraction of all agricultural land. However, the series used makes no allowance for
changing land use and oceupation.

As a proxy for the value of land and improvements | therefore used the improved
capiral value of property in Country Municipalities from 1883. A scaling of two-thirds is
used to convert improved values ro an approximate unimproved value, as in the case of
Vicroria (see above), The area proxy is the area of Country Municipalities. The implicit
price derived is therefore an estimate of the value of “semi-rural” unimproved land in

New South Wales Country Municipalities.

3 Year Rook of the Commonwealth of Australia, 1901-1907, p. 806 fF.
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Queensland (Table 8)

Column 1: Column 2 divided by column 3.

Column 2: Estimated unimproved capital vatue of ratcable property, Divisions and Shires.
Statistics of Queensland, vasious issues (entries are found under "Divisions” or “Shires™); Year
Boak of the Commonwealth of Australia, various issues (entries are found under "Local
Government”).

Column 3: Estimated land in use for all agriculenral putposes, all Queensland. Australians:
Historical Statistics, p. 73.

In Queensland, satisfacrory local government records covering rural areas dare back
to the 1880s. When Queensland separated from New South Wales, the Municipalities
Ace of the mother colony of 1858 was amended by an Act of the Queensland
Government in 1861, which was subsequently amended and consolidated in the Act of
1864. In 1877 a Locat Government Act inaugurated a genetal system of local
government throughout the state, and in 1879 legislation passed providing for the self-
government of areas outside of Municipalities by the constitution of Divisions. The state
was thus divided into Boroughs, Shires and Divisions, an arrangement which was largely
retained even through the Local Authorities Act of 1902, save for the merger of Shires
and Divisions which were thenceforth called simply Shires.

All land was rateable save for certain exclusions: for example, Crown land unoccupied
or used for public purposes, commons, cemeteries, land used for public worship or
educarional purposes, orphanages ot libraries, etc. Rates were levied on the unimproved
capieal value of the land, based on the fair average value of land of similar quality held in
fee-simple value in the same neighborhood.®

The method used in Vicroria is therefore repeated here (see above), excepe that no
adjustment is necessaty to convert improved to unimproved values. Asa proxy for the
value of rural land and improvements I used the series on unimproved capiral values of
rateable property in the Divisions (subsequently Shires), -available from 1881. As a proxy

for the land so evaluated [ use the agricufeural land in use series. The implicir price is

therefore an estimate of the value of unimproved land in rural Queensland Divisions.

5 1bid., p. 839 .

South Australia (Table 9)

Column 1: Celumn 2 times 20.

Column 2: Column 3 times 1.25 divided by column 3, subsequently mulciplied by cwo-thirds.
Column 3: Valuation of (improved ?) property, District Councils. Statéstical Register of South

Australia, various issues (entries are found under “Revenue and Expenditure™); Year Book of

the Comnonzwealth of Australia, various issues {entries are found under “Local Government™).
Column 4: Estimated land in use for all agricultural purposes, all South Australia. Australians:

Historical Statistics, p. 73.

South Australia was the birchplace of local government in the colony, with the
passage of the first municipal laws in 1839, and the election of 2 mayor and council in
Adelaide in 1840. The first Districr Council Act was passed in 1858, and amended in
1862, and the first recorded District Council valuations of properey date back to the
latter year. Further Acts appeared in 1876 and 1887, with numerous amendments, but
the broad Fcarun:'s of the system remained unchanged, although occasionally new districts
appeared, and older ones amalgamated. District Council areas during this period
excluded the principal urban areas in towns and cities, and give a plausible representation
of the rural areas of land use, much like the Shires in Vicroria or Divisions in
Queensland.

District Council valuations of rateable property were called “assessments” and were
made at four-fifths of the gross 2nnual rent ar which the property would ler for a seven
year term or ac five pet cent on the capital value. It is presumed, therefore, that these
figures included both land and the improvements thereto. Cereain lands in townships
were assessed at a lower race.”

The method used in here is therefore an exact copy of the methad used in Vicroria
(see above), excepr thar the assessments must be adjusted to full value (by adding 25%
given the four-fifths basis of valuation) and converted from annual to capital values
(mulriplying by 20, given the 5% of capiral value basis for valuation). As a proxy for the

value of rural land and improvements [ used the series on assessments by District

Councils so adjusted, available from 1862. As a proxy for the land so evaluated | use the

7 Ibid., p. 846 fF
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