AT 1} UREAU OF
¢ ) MUNICIPAL
x> RESEARCH

1s a non-profit research agency
S fied personnel, the Bureau of
A Research maintains continuous study
ng municipalities and their
S
cate of responsive and responsible
the Bureau has gained wide recogni-
ugh calibre of its quarterly Civic
S v BMR Comment, its informa-
v services, and the participation of
public discussion of issues.

ureau is an independent agency supported
Oy a broad cross-section of business and pro-
tessional firms, organizations, governments, and
individuals,

Yyour inquiries are invited:
ST s LAV POSERE,

BUREAU OF MUNICIPAL RESEARCH
Suite 406, 4 RICHMOND ST. E.,

Toronto, Ontario MSC 1Mé6

Telephone 363-9265

“

3176103313 7035

BORA LASKIN LAW LIBRARY

¢ Rﬂﬁ%%ﬂgi
®>) RESEARCH

4 bulletin issued by the Bureau of Municipal Research

SIVIG AFFAIRS

1973 No. 1 TORONTO 4 RICHMOND ST. E.

&=

Land Banking :

Investment
in The Future




FACULTY OF LAW LIBRARY
UNIVERSITY OF TORONTO

BANKING
IN THE

LAND

INVESTMENT

FUTURE




TABLE OF CONTENTS

<2

- [

s LAND BANKING: INVESTMENTINTHEFUTURE ... ... .....covoiven 6
N

/‘5‘ THE CANADIAN LAND DEVELOPMENT FRAMEWORK . . ... . ....... 14
/j‘d THE PUBLIC LAND BANKING RATIONALE .. ... ... G § SN B NG 3 WG § e 8 22

Public land banking would facitate planning and help control urba
development . ... ... .. TETETTET Y -F e b B e

Public land banking would limit rising land, housing and public service costs 30

Public land banking would promote more equitable distnibution of profits

fromland ... R )
The argument against public land banking .. .. ... . e ann s K
PUBLIC LAND BANKING - SOME POLICY QUESTIONS Y P
What are the goals of the poty? . ... ... .. .. e o ais o Y b
How should a public land banking policy be administered”’ ) 43
What land and how much land should be purchased and banked” .. .. 48
How should the public land bank be financed” : ; ; . 45
Should the land be sold o1 leased? Co ; i3 . 46
How much will the land sell (o1 lease) for? - ; 40
How can speculation after the ninal tsansaction be avasded? 40

How can the screcy needed (o1 real estate transactions be reconcibed with
the drr.mwula.‘ desre for openness and public wruting of government
achiony! | . i .o yau

47

@ COPYRIGHT, 1973

BUREAU OF MUNICIPAL RESEARCH
RESEARCH ASSOCIATE Saran D Gitwon

CONCLUSIONS AND RECOMMENDATIONS PP 47




This Bulletin in Brief-

The term “land bank” has recently entered the popular
vocabulary — in newspaper editorials, journal articles, and
political speeches. What is land banking? Why might it be
needed? What are its advantages and disadvantages? And
what problems must be dealt with by land banking
policy-makers? This issue of Civic Affairs is devoted to
discussing these questions.

The study is concerned with public land banking for
urban development, i.e., large-scale assembly of land by the
public sector in advance of urban development. The basic
idea, according to its advocates, is that land can be bought
relatively cheaply by the public sector before prices have
been inflated by urbanization and speculation. It can be
purchased before land use patterns have already been set
and can be planned and developed with the maximum
possible assurance that the ultimate development will be
“in the public interest”.

Urbanization in areas like southern Ontario has been
accompanied by many problems, several of which stem
from the relative scarcity of urban land and from the roles
generally adopted by the private and public sectors in the
land development process. This study documents some of
the shortcomings of the present urban land development
process and suggests that public land banking could be used
effectively in Ontario to alleviate some of these problems.

The arguments in favour of public urban land banking
are presented under three broad headings: planning, land
and housing costs, and social equity. Foreign and domestic
examples of public land banks illustrate the discussion
throughout. The philosophical and practical objections to
land banking are discussed.

Finally, some of the major operational problems to be
dealt with by policy-makers in Ontario are broadly out-
lined. Among these are policy goals, administrative struc-
tures, financing principles, pricing schemes, and disposal
policies.
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Land Banking :

Investment
in The Future

Managing urban development so that 1t benefits the greatest nyml?er 0: mosta;:
one of the major issues of the 1970’s. Several recent Bureau publications 1t::§/e
with aspects of this problem - most notably, Bureau reports on prov:du:lg ur ;n.:)‘};en
space. on restructuning local government 1o provide bell_er services, an »f'm' ui m%
new communities in southern Ontario. This report deals with another critical aspect o
urban development. land. Obviously . all development occupies land; conlsequen}l]ly. the
management and disposition of land 1s a key factor of urban and regional growth.

lronically. m this land-nch country. land is becoming one of the scarcest urban
1esources m Canada. 1t has been well documented that urban areas are growing faster
than non-urban areas. and that larger urban areas are growing faster than small urban
centres.! Rather than spreading out across the immense Canadian landscape. the urban
population 1s tending o concentrate in relatively small areas. As a result. in many areas
there s intense demand and competition for urban land. This has led to escalating land
prices and. coupled with the traditional attitudes toward land development (discussed
m greater detail below), 1o increasing pressures on present urban plans and planning
tlechiques.

QOur rescarch m Part Il of this Report [Urban Canada: Problems and
Prospects] offers an explanation for this failure to deal effectively with urban
problems. We have found that their interdependence results largely from the
fact that they are generated by the process of urbanization iself. The growth
of large cuties leads to competing demands for the common feature of all
clties, scarce urban space, driving core prices upward and households
owtward. Transportation, pollution, and poverty problems flow from this.
Contammed within the process of urbanization, then, are the seeds of the
majonty of the problems found in the city.?

The economug, social and planning consequences of scarce urban land have been
discussed by a wide vancty of urban authonities. We only highlight the major ones
here  As the passage from the Lithwick reports points out, the demand and
competiion for scarce urban space leads to escalating urban land prices. Escalating
land prices, in turn, lead to escalating housing costs. As the Task Force on Housing and
Urban Development ponted out in 1968:

) 'umy O Stone. Urban Development in Canada (Ottawa Dominion Bureau of Statistics,
1968), and Canade Yearbook 197071 (Ottawa Dominson Burcau of Statistics, 1971), pp
220

! NH Lithwuk. Urhan (anade Problems amd Prospects (Ottawa. Central Moiigage and
Housng Corpatation, 1970), p 1S Burcau emphass 1 added
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If the cost of mortgage money has been the largest single factor in rising
housing costs, there is no question that the cost of land has been the second
most important factor. While over-all housing costs in Canada rose by about
80 per cent between 1951 and 1968. the price of serviced land sky-rocketed
by almost 240 per cent in the same period. In areas ke Metropolitan
Toronto, where land in many cases accounts tor up to S0/ of the overall
price of a house, it has become the number one problem.*

An Urban Development Institute (UDI) report on the Toronto land market states
that rising housing costs mean that a larger and larger segment of the urban population
will find it increasingly difficult, if not impossible to atford to purchase its own
housing.*?

Escalating land costs also lead to escalating costs for such necessary public services
as transportation, recreation, and education - all of which “consume’ large chunks of
land. A large part of the increased costs is, of course. reflected in tax mcreases.

In addition to raising over-all costs of public services, increased land costs may
reduce planning and development options. For example. a particular transportation
route may be chosen not because 1t is the best route. but because it is the cheapest
one; yet it may be less efficient from a transportation point of view and 1t may have
unfortunate side effects. Rising land costs may even eliminate the provision of some
services altogether; for example. a public recreation area may not be purchased and
developed simply because it is too expensive.

Beyond this, the mere scarcity of urban land itself apart trom the increased land
costs — may not only reduce the planning and development options (tor example. the
optimum site for a school, or a park, or family housing. or an expressway ., may alicady
be used for another purpose): it may also effectively prevent the provision ol a servige
because no appropriate site is available.

If these problems occur generally on a national scale they are particularly severe in
Ontario - the most heavily urbanized province in the country (with 80 47 of its 1966
population being classified as “urban™. compared to the national average of 73 674%)
and most particularly in the highly and rapidly urbamizing southern part of Ontario,
The following are some of the major problems which are directly related to urban land
n that area. Land costs have skyrocketed. Land costs for new National Housng Act
(NHA) financed, single-detached dwellings in Toronto increased by 277 between 1969
and 1971°; and steady and projected increases in land costs are bemg expencnced in
other Ontario cines, including Kingston, Kitchener, London, Oshawa and Ottawa.?

Housing costs are high, with land becoming an mncreasingly important atem in the
total cost of housing. For example. of all Canadian metropohitan arcas. Toronto has
the highest average cost for new, single-detached dwellings financed under the NHA
$32,567 i Toronto (1971), compared with a national metropolitan arca average of
$23.569." Land costs for these houses in Toronto average 12,294 or 38 of the total

3 Report of the Federal Task Force on Housing and Urban Development (Ottawas Queen's
Printer, 1969), p 37

Urban U\‘vrl‘l!p"k'nl Institute Ontarw, Yok Region Commuttee, Hrief on “Design for

Development” 1o the Regional Muni 1painty of York (Toronto, 1972), p 14

8 Canuda Yearbook 1970.7] op it p 2

4

L (‘umpuu‘d trom Central Mottgage and Houun, Corporation, Houvng Statisticy 1970 (Ottawa:
Cenltral Mortgage and Housing Corporstion, 1971), 1 abie B6.p 71 and Central Mottgage and
Houung  Corporation, Homsing Statistcs 1971 (Outaws  Central Morigage and Housing
Corparation, 1972) Table 87, p 71

9

Letters tiom regional offices of Central Motigage and Houwung Corporation
8 Houung Statistus 1971, op i, Tabke 87, p 71

7
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housing costs. compared with a national metropolitan average of $5.708 or 24%." And
the land cost component in these houses in Toronto has increased from being 34% of
the total housing costs in 1969 to 38% in 1971.'°

There has been a growing gap berween housing purchase costs and ability to
pay.'' According to an Urban Development Institute land market study of the
Toronto region. “there has been a wider gap between the average family income and
the minimum required family income for home purchase . . . the average house cost
has increased at a faster rate than the increases in wages .. .7!?

The rising cost of land has increased the cost of public services such as schools,
parks and roads: and it has also meant that many areas of Toronto are inadequately
served. For example. the Bureau bulletin, Urban Open Space: Luxury or Necessity?
documented the lack of one of these services, parkland. in many parts of Toronto.'*

Prime agricultural and recreational land has been prematurely converted to
residential and other uses.'*

Speculation in land has been rampant in a number of areas.

At least 10,000 acres of Pickering Township is being held by speculators
hoping that the rapid increase in land values in Metro is bound to spill over
into Pickering. according to the township’s planning director . . 'S

Speculation was one of the problems identified by the Toronto-Centred Region Plan
(discussed below).'®

Parts of the region are plagued by unstructured urban spraw! which leads to
inefficient land use patterns, which result in high costs for inefficient servicing.! 7 And
other parts of the region are undergoing extreme pressures to convert low-rise
residential areas into high-rise ones. This can be disruptive and is not necessarily —
from social, economic and regional perspectives — the best form of development to
encourage.'®

The Toronto-Centred Region Plan was drawn up by the Province in an effort to
direct and co-ordinate the future development of the region stretching from Hamilton
to Cobourg and from the lakeshore to north of Lake Simcoe. It was a response to the

9 Computed from /did.

10 Computed from Housing Statistics 1970, op. cit, Table 86, p. 71 and Housing Statistics 1971,
op.cit., Table 87, p. 71.

'L The Government of Ontanio, Design for Development- The Toronto-Centred Region
(Toronto: The Queen's Printer and Publisher, May 5, 1970), p. 12.

'2 Urban Development Institute Ontano, York Region Brief, op. cit., p. 14. This idea is
cortoborated by A. Derkowski. “The Toronto Housing Market in the Sixties”, Real Estate
Institute of Canada Journal (November, 1971), p. 4. It 1s obvious that these house prices
have risen not only 1n absolute terms but in relation to wages.”

Burcau ot Muniapal Rescarch, Urban Open Space Luxury or Necessity? (Toronto: Spring,
1970, pp 7-11.

The Toronto Centred Regon, op. i, p. 2, 12. G. W. R. Bryant, “Land Speculation: Its
I'Hects and Control™, PLAN (Volume 5, Number 3, 1965),p 111.

Hugh Windsor, “Pickernmg  Its tate and s land prices are in the air”, The Globe and Mail
Horonto, December 10, 1971), p. 31

The Toronto Centred Regron, op it p. 2.
Y7 pp 2. 11
" . p.o12
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accumulation of problems resulting from rapid population growth accompanied by
rapid urbanization and to projections of even more extensive urbanization. The Plan
summarizes the past trends: increasing concentration of growth in and to the west of
Metropolitan Toronto: western suburbanization., with some unstructured sprawl and
premature removal of land from agricultural and recreational uses for purposes of
low-density residential use and speculation: intensified high-rise development close to
the core: slow growth in the north and east: and extensive development of summer
residences in surrounding recreational areas.

As for the future, the population of the region is expected to more than double in
the next 30 years — from 3.6 million in 1966 to about 8 million in the year 2.000."'°
In spatial terms, this means that in the main urbanizing region (Zone I. along the
lakeshore from Hamilton to Oshawa), something like 250 to 430 square miles of land
will be converted to urban uses.2® An urban area equal to between one and two new
Metro Torontos will be created in 30 years! As the Plan indicates, this daunting
prospect demands greater public responsibility for and intervention in regional
development.

What kind of intervention is possible and desirable? As we show in the following
section on the Canadian development framework, the statement of a regional plan is
admirable, but not enough. Other actions are necessary. Many urban authorities faced
with the problems associated with urbanization and scarce urban land. have advocated
large-scale public land banking — that is, large-scale land assembly by the public sector
in advance of development. The basic idea is that land can be bought relatively cheaply
by the public sector before prices have been inflated by urbanization (with its demand
for urban land) or by speculation. Land can be purchased before land use patterns
have been set by decisions already taken by private developers and can be planned and
developed with the maximum possible assurance that the ultimate development will be
“in the public interest”. In addition, public land banking provides a way for the public
sector to reap the benefits which result from public investment in services (such as
water and transportation). At present, most of these benefits are reaped by private
land owners. As we shall see, a variety of land banking schemes are possible. For
example, the land can be assembled by the municipal, regional, provincial or federal
government; it can be assembled and managed by a government department or a crown
corporation; it can be leased by the public sector to builders and/or individuals. or it
can be sold; it can be sold at market value, below market value but above cost, or it
can be sold at cost; and so on.

Support for large-scale public land acquisition and land banking in one form or
another has come from many quarters — federal and provincial task forces on a variety
of problems; government policy statements; and individual planners and urbanologists.
Here is a sampling of Canadian support.

The Special Committece on Farm Income in Ontario (1969) recommended
increased public acquisition of land to be rented to farmers for agricultural purposes:

19 The Toronto-Centred Region projections are much lower than the Lithwick projection of 6 to

6-1/2 million population in Toronto alone by the year 2000.

The spatial estimates are based on a population increase in Zone | of 3 million (from about
2.7 10 5.7 million) and a gross development density of 7,000 — 12,000 people per square mile
(a density estimate obtained from a TCR analyst). Lithwick’s residential land projection for
Toronto was much higher: a population of 6 million in Toronto, meaning between 400 and
650 squarce miles of residential land would be added to Toronto's area alone in the next 30
years. Lithwick, Urban Canada, op. cit., p. 156.

20
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If the A.RD.A. (Atlantic Region Development Act) programme is not
extended to meet these requirements, the provincial government should
establish an Ontario Land Corporation on a cost-sharing basis with the
Federal Government. Most of the land purchasing programmes of the Ontario
Government could be centralized under this Corporation. . .

Land purchased should be leased to qualified farmers under long term leasing
arrangements . . .
(1)t could exchange land with farmers to meet their needs . . .

The Corporation would also purchase land which may eventually be
transferred 10 non-farm uses. It could ensure that such land is made available
to farmers in the meantime under adequate leasing terms until the time is
reached for transferring the land to a different use. This policy would operate
within the framework of long term land use plans . . 2!

~ The Hellyer Task Force on Housing and Urban Development (1969) was
favourably impressed by land banking results in Saskatoon and recommended
federally-supported municipal land banking to lower land (and housing) costs and to
improve urban planning.

Important as efforts 1o curb land speculation may be, the Task Force believes
the root cause of rising land costs goes much deeper. To put it simply, it
believes that the present system for assembling and servicing land in much of
urban Canada is irrational in concept and inefficient in practice . . .

On the basis of all the evidence and impressions before it, the Task Force
believes that municipal assembly and servicing of land would produce major
reductions in land costs in both the short and long-term while encouraging
and assisting cffective urban planning. Therefore, in summary, the Task Force
recommends that:

Municipalities or regional governments, as a matter of continuing

policy, should acquire, service and sell all or a substantial portion of

the lund required for urban growth within their boundaries.

The federal government should make direct loans to municipalities
or regional governments 1o assist them in assembling and servicing
land for urban growth.

The Lithwick Report advocated the development of new satellite communities
linked to major metropolitan areas by high speed transportation. Lithwick identified
public land acquistion and ownership as one advantage of this “prefersed urban future

policy option™,

The advantage of the new community 1s that the public sector can own the
lund. Even sold at market value, it will be lower in price than land in the
metropohtan arca. Increments m price can be used as an important highly
elastic: source of public revenue © .. In other words, the new lm‘.vn can
mummize the costs, while access 1o the metropolitan area can maximize
benehits, the net etfect is an approach to optimality over ume.? ‘

I Speciat Committee on Farm Income i Ontano, The ¢
L . Challenge Ab (T
I!n.-n. P S Ihe Province of Saskatchewan brought forth a bl |f| ﬂ‘ljtl wm‘l‘c’:dglmll‘)'l‘lh‘;‘zom?'
would create a provinctal land bank of ugnicultural land which would be leased to Ialm-- st
Report uf the Federal Task Force on Howsing and Urban Development op.cu 39“4‘1
29 Lathwik, Urban anade, op it .p 63 Secalwp 231 o did '
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The Dennis Report on Low-Income Housmng analyzed tederal programs and
recommended large scale public land banking to lower land costs. to ensure the
availability of sites for low-income housing and to facilitate urbun planning:

A key problem will be assuring an adequate supply of suitable land lor a
social housing program. We noted above that most ol the land n the
immediate path of development is held by speculative builder developers and
that the land provided under the existing programs has been margmal.

To deal with that situation and with rapidly increasing lund prices, a large
scale land banking program is recommended. It would entail the acquistion of
a sufficient supply of land to meet all urban residential requirements for a ten
year period, although the land would be marketed over u longer period of
time (at least twenty years). The public land banks would market from one
quarter to one half of the land required in any given year and thereby set the
pricing pattern. They would be in a position in any given year o flood the
market and depress prices.

Land aquisition would occur both i the centre city and in developmyg
suburbs, although most of the land would be suburban. Use could be made ol
existing governmental holdings.

The program would be combined with changes in the tax system. removing
hidden subsidies for land development and imposing heavier taxes on land
development profits and thereby reducing speculative pressures and returnimg
to the public domain profits resulting solely from the process of urbanization.

The land banks could also provide the sites needed for social housing projects
Large scale public planning of new neighbourhoods. integrated housmg for
various income levels and other mixed uses would be tacilitated. Municipal-
ities would have to E)lzm for future housing needs, rather than merely react to
developer proposals.®*

Under the National Housing Act, the federal government has provided assistance
to provincial governments for land assembly for housing. Mimster of State for Urhun
Affairs, the Hon. R. Basford. explained the expansions (and hmitations) of the
proposed 1972 NHA amendments to the land assembly programs:

Under the National Housing Act, the federal government provides assistance
for land assembly programs for housing purposes through jomt projects with
the provinces and through low cost loans.

With the cost of land, particularly in urban areas a major and growing tactor
in the overall cost of housing. government development of serviced fand tor
housing limiting the excess profits that often occur from land held
privately for speculative reasons - is a matter ot hagh prionity.,

The proposals contained i the 1972 National Housing Act are designed 10
strengthen and continue public activity m land assembly tor housmg and
reluted uses. They are tramed o provade 4 basis tor longer tenm provincal and
mumcipal planning, and o enable land assembly programs to hecome an
mstrument for new commumty development

The principal purpose ol the proposals is to provide serviced Land Lor housing
and related purposes. 10as not mtended. theretore, that the Land Assembly

4 M_h hael Dennis and Susan A Fash, Programs in Scarch of g Polu v [ ow Income Houang m
Canada (Toronto A M Hakkent. 1972) pp. 20.2]




Program will be available for the acquisition of land for public, commercial or
industrial use, except where it forms an integral part of a residential
community.??

These proposed 1972 amendments were not passed because of the intervention of the
national election. On January 30, 1972, the Hon. Ron Basford introduced new, 1973
amendments to the National Housing Act. In discussing these amendments, the
minister reiterated the importance that the federal government places on dealing with
rising land prices and availability of serviced land for future development and on
dcvplt)glllg, in consultation with other levels of government, a comprehensive land
pnl_:cy. ® The 1973 amendments include several changes in land assembly policy. The
major ones are the addition of a new communities program; extension of the land
assembly program; and aspects of the neighbourhood improvement program. Under
the New Communities scction, the federal government is authorized to participate in
jomnt new community projects and to share up to 75% of the cost (and ultimate profits
or losses) of acquiring, planning, and servicing the site. The federal government is also
authorized to make loans to the provinces (or their designated agencics) of up to 90%
of the cost of acquiring, planning and servicing the sites of new communities. (50% of
the loan used for planning or acquiring land for community social facilities may be
forgiven.) In both cases, the province must have an overall plan for urban growth. The
amendments would authorize the expenditure of up to one hundred million dollars for
federal participation in joint projects. (The minister has indicated a federal
commitment of five hundred million dollars over the next five years.)

The 1973 amendments would extend the land assembly program to enable CMHC
to undertake projects with the provinces which involve the acquisition and
development of land which is not solely for housing; and to enable CMHC to make
loans to a province, municipality, or agency, to acquire and service land that is not
solely for housing purposes (with a term of 25 years; or 50 years if the land is to be
leased for housing). No funds are specifically designated in the legislation.

Finally, it appears that some money would be made available to municipalities
through agreements with the provinces, for the acquiring and clearing of land for open,
space, and medium and low-density housing for individuals or families of low and
moderate incomes in designated neighbourhoods. Contributions of up to 50% of these
costs are authorized and lesser contributions are authorized for purchases of land for
other purposes within the designated neighbourhoods or land in other parts of the
municipality. Loans are also authorized.

In sum, it appears that the federal government is tying the bulk of its new land
assembly provisions and funding into new community development. Existing
municipalitics will derive more limited benefits. The federal policy is careful to operate
through the provinces and continues to see its role as primarily a banker’s one. The
minister has stated: .

The provision of federal money alone, however, cannot resolve land problems

in Canaduan cities. The primary instruments to deal with these problems are

25 National Housing Act Amendments 1972, Expla i i
onal H ‘ s 2, Lxplanatory Notes on a Bill Introduced in the
:w{:.uﬁ_‘zye't.( ommons by Hon. R. Basford, Minister of State for Urban Affairs (June 12, 1972),
26 Hon. R. Basford, 1973 National Housin J :
; R 5 2 d sing Act Amendments, Explan: 5 a Bi
;ntrzduv‘c}dlbn the House of Commons, January 30, 1973, pp 5—41- Rl Hotss ou Bl
i n > % > . a - S . 1 V“l .’ ' H
2;-23,01"973)‘,“, Communities (Ottawa: Federal-Provincial Conference on Housing, January
Remarks (Toronto. Annual Conference, Hous : i
Canada. Tanoasy 39, 1oy G ce, Housing and Urban Development Association of

12

provincial and municipal. They include the provincial/municipal powers of
land use planning and regulation, provincial policies affecting the ability of
municipalitics to extend services Lo new residential land and to redevelop
land, provincial policies on regional planning, regional development and
regional government, municipal property tax systems, and tht; provincial
power to regulate commerce in land. I believe all provinces recognize the need
to bring these policy instruments into shur;)cr focus on the problem of
providing sufficient land at reasonable prices.?

Vﬁ'hc amendments are still proposed ones.| Historically, it should be noted,
however, that the NHA has had provisions for lafid assembly since 1949. But, as the
Dennis Report points out, over the last 20 years funds for land assembly purposes
amounted to less than 2% of the amount lent for housing under the NHA, and the
program has not been used to control housing prices, and has even had the effect of
supporting them.2® Between 1950 and 1970 only about 25,000 acres (less than 3% of
the total urban growth in that period) was assembled under the land assembly
provisions of the NHA -~ and much of this was assembled in the 1950’s.2

The Government of Ontario has expressed interest in multi-purpose, urban land
banking. On presenting the 1971 Ontario Budget, Honourable W. Darcy McKeough,

provincial treasurer, noted:

Ontario Land Acquistion Corporation. In this budget, 1 have set aside $20
million for a new land bank program by the Province. This will be the initial
funding of the new Ontario Land Acquistion Corporation. Its purpose will be
to acquire land for future public use, particularly in and around urban centres
and recreation areas. With such a land bank program, the Province will be in a
better position to implement its policies in the areas of regional development,
urban development, recreation, transportation and communications and
housing. The Corporation will also serve as a vehicle to co-ordinate land use
planning and research as well as the land acquisition programs now
undertaken in a number of departments. Over the years the Corporation will
require greatly increased finances from the Province as it builds up a large
land holding. We intend to set aside the maximum resources possible for this
purpose and thereby preserve for future generations of Ontarians an adequate
stock of public land in every part of the province.®

Unfortunately, the Ontario Land Acquisition Corporation never was set up; the $20
million was not used on an urban land bank; in the 1972 Ontario Budget no money
was specifically ear-marked for multi-purpose urban land banking; and no more
detailed policy statements on land banking have been issued.

Land banking is, obviously, not a new idea in Canada. The crown reserves which
were held back fromr township grants in the earlx years of the settlement of Upper
Canada were apparently a form of land banking.®' More recently, several Canadian
cities, (including Saskatoon and Regina) have operated land banks for a number of
years. The government of Ontario — like other provinces and the federal government —

27 Basford, Land and New Communities, op. cit., p.7.

28 Dennis and Fish,op. cit., p. 13.

29  William A. Hamilton, “Public Land Assembly in Canada” in Peter Spurr, Preliminary Land
Study, Main Report (Ottawa: Policy Planning Division, Central Mortgage and Housing
Corporation, 1971), pp. 22ff.

30 QOntario Budget 1971, p. 221.

31 Lillian F. Gates, Land Policies of Upper Canada (Toronto: University of Toronto Press,
1968), pp.5ff and 160ff.
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land for their livelihood; they can vote®* and hold office whether or not they own
land; and their status depends more on their jobs and education than on their
landholdings. But the old attitudes persist.

Many people have coupled the idea of the innate virtue of owning private
property with an attitude that the owner should be allowed to do what he wants with
the land, unfettered (to the greatest possible extent) by public regulations and control.
As another Bureau report pointed out,>® property should be regarded as a bundle of
rights, with the owner of a piece of land or property owning only some of these rights.
The State has always retained some rights and has attached many conditions to the
ownership and development of land. Nevertheless, the popular conception is that
private ownership means, or should mean, unencumbered ownership. This, of course,
colours public policy and action by making government reluctant to interfere with
land ownership or intervene in land development.

Two attitudes closely associated with land ownership in Canada are (1) that the
owner has a right to make a profit from his land*® and (2) that the supply of land is
unlimited. The first of these, the individual’s inherent right to make a profit from land,
was sharply underlined in a recent controversy over expropriation of land for a new
community adjacent to a second airport north of Toronto:

a member of the POP [People or Planes] legal Committee, said yesterday it

goes against everything that is Canadian to take away the landowner’s right to
make his speculative profit only to give that benefit to others.

Qill holds vast tracts of land (much of it undeveloped) and. like many private
businesses. it buys up Lind in advance of its own needs. The government also buys land
ahead of actual development for public services such as highways. The government of
Ontano. through the Ontanio Housing Corporation. assembles and holds large tracts of
land to be developed for low-income to moderate-income housing projects. For
example. as of June. 1972, OHC held some 13.450 acres of land for its land
development activities. And. more recently. the provincial government announced its
intention o expropriate 25000 acres of land in North Pickering for eventual
development as 4 new town of 200.000 adjacent to the proposed second airport north
cast of Metro Toronto . ?

But it is obvious that public land assembly is still largely a fragmented activity —
the Muistiy of Transportation and Communications buys highway rights of ways: and
the Ministry of Natural Resources buys parkland. OHC buys land for subsidized
housing. and so on. The Pickering assembly. although its details have still not been
made public. may become a model for further provincial activity in multi-purpose,
urban land banking. or it may be an isolated event. No comprehensive statement has
been made on an urban land banking policy.

This Bulletin examines the idea of land banking, looks at its advantages and
disadvantages. and analyzes some of the operational considerations that must be dealt
with in a land banking policy. Before doing this. however. we must briefly outline the
context of that policy — the existing Canadian Land Development Framework.

J J
THE CANADIAN LAND DEVELOPMENT FRAMEWORK This attitude toward the right to speculative profit from land extends from the young
couple buying an old farm beyond the urban fringes to large-scale land speculators
wheeling and dealing in land trading:

Best of all, the value of the land is increasing by 20 per cent each year,
making it a good speculative investment . . .

The urbanization problems that were discussed earlier are aggravated by (many

would argue. largely caused by) prevailing attitudes toward the respective roles of the

1 private and public sectors in land ownership. land-use planning. and land development.
Any revisions to the land and urban development process will have to take these

attitudes into account. " ] .
“We bought here because it’s a very progressive area and good for speculative

Our society is built upon private property. In considering changes in the laws buying,” Netta, who is 28, says. “We’ll probably sell it eventually because of

and mstitutions mnvolving land. this fact cannot be ignored . . .

Those lustorical factors which encouraged land ownership in the past have
contributed to many of our attitudes towards land ownership and control
today. Many still believe that land and property ownership are important
guarantees of individual freedom. and that ownership is something that
should be pursued in 1tself.

In the ujpinion of this Committee. the opposite is true in our modern

.\'t)g‘lcly"J
This Commuttee on Farm Income in Ontario went on to recommend fundamental
changes in present farmland arrangements. In the Bureau’s opinion they were quite
correct 1o recognize and underline the popular attitude towards the concept of
“private property” before suggesting changes. The sanctity of private property has
arisen from histonical circumstances in which an individual’s status, wealth, and even
polictical power derived from the ownership of land. In a very real sense an
mdividual’s freedom did depend on the ownership of property. This, of course. is no
longer the case for the majonty of Canadians. Most Canadians no longer depend (’)n the

Y2 Burcau of Mu wcipal Rescarch, “Land Acquisition for the North Pickering Project’™
COMMI'NT & 138 (Toronto: October 22, 1972). B srmeet™ BME

33 Special Committee on Farm Income in Ontario, 0p. cir., pp. 52, 53.
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the value and move to a similar area.”’3®

The largest land holder is Runnymede Development Corporation, headed by
Joseph Tanenbaum. Mr. Tanenbaum says his company owns 3,000 acres in
Pickering . . .

“It doesn’t matter where you go, you make money on land,” Mr. Tanenbaum
said. People are buying land at $8,000 an acre beside land he purchased eight
years ago for $600.

Mr. Tanenbaum has become one of Ontario’s largest farmers as he works his

extensive holdings in Pickering, Scarborough, Etobicoke and Mississauga
while waiting for them to become ripe for development.*®

This does not extend to the right to vote on money by-laws.

Bureau of Municipal Research, “Recreation Easements”™ BMR COMMENT #129 (Toronto.

QOctober, 1971),p. 1.

For further elaboration see G. W. R. Bryant, op. cit., pp. 109ff and Professor R. U. Ratchff
and Dr. S. W. Hamilton, Suburban Land Development (Union of Brntish Columbia

Municipalities, April 1972), pp. 3.4.

The Globe and Mail, (Toronto, May 24, 1972).
The Globe and Mail, (Toronto, August 4, 1972).
Hugh Windsor, op. cit., p. 31.
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The consequences of this right to, and desire for, private profits have been severe in
many areas. This attitude has been behind rampant speculation in some areas, and this
speculation in turn has had an effect on land prices and land use.

The second of these attitudes, that the supply of land is unlimited, probably
derives from the pioneer view of a vast, abundant, unexplored country. This view, as
we pointed out earlier, is no longer realistic in an urban society facing urban land
shortages. Nevertheless. it has given rise to the ideas that growth and development are
good, and it has buttressed the attitude that development should be relatively
uncontrolled by the public sector.

What are, or have been some of the consequences of these attitudes toward land
ownership and development in an urban society? Briefly, to a large extent urban
development has been dependent on private initiative, oriented toward profit-making
and unco-ordinated.

Reliance on private initiative for urban development can have harmful effects.
Some of these are pointed out by American new towns analyzer, James Clapp:

(I)ocation is probably the most influential variable affecting the economic
feasibility of a new town development . . .

Furthermore, the site selection procedures which would operate under Title
X [U.S. new towns legislation] raise serious implications as to the efficacy of
the program as a device for guiding or directing metropolitan area growth.
Title X provides no direct means by which the federal government or any
other level of government can directly influence the supply of land for new
development in desired locations. Since the legislation would in effect call for
a continuation of site selection and acquisition procedures currently
cmployed by unassisted developers, the primary criterion will continue to be
the availability of sizeable parcels at prices which developers can meet rather
than any determinations which may be made by the federal government or
regional planning authorities as to the “best” or desirable locations for new
towns.

In other words, leaving the initiative for new town development solely in the hands of
private developers can make the implementation of public policies and plans
impossible. Clapp, of course, was discussing the extreme private enterprise orientation
of the Amcrican development process - and contrasting it in his book with the British
situation, which vests initiative for new towns in the public sector. Canada probably
rest somewhere between the two. Canadian plans have more power than American
plans, and in Canada upper levels of government are more willing to intervene in urban
development and to impose policies on local governments. Nevertheless, official land
use plans (both local plans and regional plans such as Ontario’s Toronto-Centred
Region plan) can be formulated and given ministerial approval; but, without private
decisions to develop in the designated locations (either in downtown redevelopment
arcas and high densitity core arcas, or in regional growth centres), the Canadijan plans
will remain little more than picces of paper. Once the decision to develop is taken lhvl:
plans and government regulations will affect the form of that development ‘Bul
implementation still depends largely on private initiative. .

~ Private land ownership and development — whether of housing, shops, transporta-
tion or recrcation s, ol course, profit-oriented. The scale of profit-making varies

A0 Jumes v For e ;.
{-'ﬁl;‘“ Clapp, New Towns and Urban Policy (New York: Dunellen Publishing Inc., 1971), p.
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tremendously, from the young couple hoping to make a few thousand dollns from
buying an old farm in the country, to the large-scale developer hoping to make many
hundreds of thousands of dollars from a huge, multi-use. downtown development
scheme. But real questions can be raised about whether this is a proper onentation for
land development. Two major results of this profit-orientation are: hope for (and
retention of) windtall profits, that leads to extensive land speculation m arcas ol
present or potential development demand: and land-use planning and development
that is designed to maximize profits.

As is pointed out repeatedly in the planning literature, many “windfall profits”
accruing to individual land owners are the result not of private improvements, but of
public ones — such as the building of a highway or subway with public funds  which
raise the value of nearby properties. The public sector recaptures only a small
percentage of the increased value through taxes.

There seems to be some debate about whether speculators, (or “land traders™ if
the term “speculators™ is too value-laden) as a group make huge profits. and about
what effect speculation (as opposed to demand for land) has on overall land values *!
But there seems little doubt that cven the hope of making profits can have damaging
effects on the development pattern of an area. For example, a large land owner. in the
path of development, can decide to hold land off the market to await higher lund
values and (if the holdings are large enough) to artificially rmise land values. This can
lead to leap-frogging development (i.e., development occurring before and beyond this
land), which disrupts the over-all development pattern. It can lead to inctficient,
expensive servicing of land. And it can lead to increased land costs, with all of the
effects cited earlier.

Furthermore, although it is true that some speculators lose money on badly
chosen land deals (i.e., speculating in arcas where no demand for land malterializes) and
that some speculators may not make huge profits on each trade, it 1s obvious that in
low-risk areas (areas, such as the Toronto region, where development will obviously
occur) or in areas where development has been channelled, speculators do in fact
frequently make large profits. Even if each land trader makes only a 10% profit (which
is often regarded as a *‘reasonable” profit), rapid turnover from one speculator making

41 See G. W. R. Bryant, op. cit., Angus N. MacKay. “Land Speculation A Comment™, PLAN
(Volume 6, Number 2, 1965), pp. 82-91. G. W. R. Bryant, “Reply to Mr. MacKay ™, /bid . pp.
91-94; and Suburban Land Development, op.cit. Sec also C. L. Ehas, Jr.oand James Gilles,
“*Some Observations on the Role of Speculators and Speculation in Land Development™,
UCLA Law Review, Vol. 12 (1964-65), pp. 789-799. They conclude that not only s land
speculation not harmful, it 1s beneficial and should be actively encouraged. They argue that,
under conditions of perfect information, speculation in land 1§ similar to speculation in other
commodities, like wheat, and has two major beneficial results: it smooths out extreme
fluctuations in prices and, if demand is relatively ielastic, it lowers the over-all price of land.
Furthermore, they state, since speculative dealing favours large orgamizations over small ones,
speculation encourages large land holding and, as a consequence. promotes orderly
development. They acknowledge that this model of speculation works only under conditions
of complete and cqual information. They recommend. theretore, that the role of the pubhic
seetor is to ensure that all speculators have equal access to information.

Elias and Gilles acknowledge that land as a unique, rather than homogencous good
(i.e., each piece of land has certain unique location features) and as a good n fixed supply
is perhaps somewhat difterent from other commodities; but they dismiss these differences as
relatively unimportant. Others do not dismiss these as readily. Furthermore, the land market
even ina relatively small arca ke Metro Toronto s much more complex than the market
implied by Ehas and Gilles, The land market is in fact many land markets. Not only are there
many actors with uncqual amounts of information about servicing and development potential
(as Elias and Gilles emphasize), there are also different actors in ditterent markets Fmally.
land in both the Umted States and Canada s not an unregulated. tree commodity. but s
already subject to much regulation. Elias and Gilles do not deal with any implications of this
fact for their speculation model
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10% to another would mean that the cumulative effect of these transactions could
greatly and unreasonably increase land prices in a growth area. Examples of rapid land
price increases abound — a 99 acre farm increasing from $78.750 in 1967 to a current
estimated value of between $346,500 and $495,000: or land purchased for $600 an
acre 8 years ago being sold for $8,000 an acre today. It is these speculative successes,
not the losses. which should be of concern 1o urban planners and the average citizen
alike. After all, it is obvious that urban development occurs in those areas where, in
effect. the speculators have been successful. The losses may justify. in the eye of the
investor, large profits taken elsewhere, but the negative effects on planning and
development must also be recognized.

Finally, and probably most importantly. the profit-orientation of private
development (apart from the possible excesses of speculative dealing) may have
senous, negative effects on land use planning and development. The most “‘economic™
(o1 most “profitable”) use for a piece of land is not necessarily the most socially
dewrable use. Too often prime agricultural land has been prematurely taken out of
farmung for speculative reasons*” or converted into suburban sub-divisions: much-
nceded recreational land has been converted into shopping centres or houses or
hghway's. low-cost. low-density residential areas have been “renewed” into high price.
high-ise resadential areas*> and the housing unit mix of a large residential complex
has been determined not by the housing needs of the over-all urban population but by
the dictates of “the market™ ** The private market for housing. however. is composed
only of an “effectve demand™ for housing — i.e.. those who can pay the going rates
for housing. The private sector does not respond to the “non-effective demand™ - ie..
that growing segment of the total population who cannot afford current prices. In all
these exampies.,

. - the play of the market forces may be very far from producing the best use
of a gven area of land. Publx mterest is m conflict with private profit, and it
nwvery often so . **

In other words. there 1s frequently a resadue of unmet f _
recreatyon noeds). Pravate gams may be public | 4 needs (ranging from housing to

The thad major charactenstic of urban development s that it has
mnz:buml Ontarw 13 unusual in having an outline for future urban deveﬂ
ment " But this s new, sketchy and sull relatively untested Since development, and
Wifxal plan emplementation. still depend on prvate mitiative, the precise ummg' and
knateon of development 1 oot co-ordinated As we have indicated. development
wccun eshere and whea prvate decison-makers deem 5t 10 be most economucally
sdvantageous (withng lmitations. such a3 the tming of services by the public sector
whuh atc domwnsed bedow) This i true both on a city-wide basis (16 what areas ulh
the Caty wali be redeveloped o developed 1irst) and and on a regronal scale (1.¢.. what
e wui be cunveried mio urbar use of wall be mote densch developed) Thas c'an of
v icad 1o Turban sprawd”. that trequently reviled phenomenon of I'ngncn(‘cd,

4 Jemmon ( cntred Regeon_op «ut  p 2

4 The pubis wikw n 03 Be mean free of pmseg By c.onom
. .- » fut Too oft
Sovevmy wnd n the rowlc of 3 hgheay or 3 hange v f"'“h(h- ;:m":':
hog devmn Tonem wl gaans for wvengn). rathey Dhaw fur bore 1o wa sal Bt t 31§ Bemet s ",;,
W a wet roadih quamtrublc) The patds wutor, Bowcecr nmol moimated wichs by e
Brwwe b Wat s prolats pmd therese tas ey $ifVorem '
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uneconomic, unaesthetic urban growth.*” While the trend toward privately developed
new towns in Southern Ontario®® reduces costs and the unpleasant effects of urban
sprawl by promoting “comprehensive planning™ of relatively Jarge areas. 1t does not
eliminate unco-ordinated intra-regional development. The location and timing of new
towns themselves are still basically and ultimately private decisions.

What is the public role in urban land development? As we stated earlier, upper
level Canadian governments are more likely to intervene in local and regional
development matters than are their American counterparts. and there 1s a long history
of government intervention in urban and regional development. Nevertheless, almost
by default the public role in general has been to stimulate private enterprise. to be the
developer of last resort, and to provide only negative controls over private
development.

Many people, ranging from private individuals and land developers 1o civil servants
and politicians, have maintained that one of the primary functions of government is,
where possible, to support and stimulate private enterprise so that it can fulfill housing
and other needs of urban development. Support, not direct public involvement is
advocated.

The extensive use of the private development industry as ‘‘partness n
development™ with the Government can effectively reconcile the curtent
shortages in developable lands in the shortest period. The indusiry has
capability to undertake development in all its stages, including extension into
provision of schools. municipal structures and other infrastructure under
expanded financing arrangements.*®

Government would be the relatively “passive”™ partner in these development
enterprises.

In the past, public support has come in the form of financial incentrves. tax
breaks, and provisions of services for raw land. A good example of public mvestment
resulting 1n support of private development 1s the Ontanio Water Resources
Commussion 130 million dollar project in South Peel. which arded area munscipalities
in the provision of services. and. as a consequence. opened up vast tracts of land which
are now being developed by private developers.

i For some, even the present provincial planning and development polices are too
ect.

I do not believe that the provincial government should act as a land assembler

or landowner . . .

The government must ensure the operation of the free enterprise system m
the housing industry.

It can do s by elimmaung the roadblocks that for ncarty 20 years have
caused a shortage of building lots and thus created wdeal conditsons for
rampant land speculation.

There 15 plenty of land, but because of government polcy there 1s a shor

of accesuble serviced land approved for subdmssons. e

1t can best sulve this by making 1t 1ts business 1o provide the bas needs for
scrviced land throaghout the province  and ensure there 1s more serviced
47 Joroato Centred Regrom op it pp 2. 13 Jammes Clapp op . pp 1707

4% Sec Burcau of Musxwpal Rewarch, The Jarvaso Regmm's Prowtely Drscloped
G ries (Toroato No 2, 1972) ' New

4  Urten Devetopment lasustutc Outanc, York Regon Sref op o . p }7




T

land than is necessary to meet the immediate needs of developers — and then
stand back and allow the natural laws of supply and demand to work for
them.

The fact of the surplus, which it should be the gO\'frnmepJ’s policy to
maintain. would act as a downward thrust on the price of land.”

Many would argue (as we show below and in the section on limiting rising land prices)
that simply increasing the supply of serviced land would not. in fact. solve the
problem.

Relative public and private roles in development are perhaps most clearly
demonstrated in the area of low-income housing. This is a sensitive area because the
provision of this type of housing may or may not be a “profitable” venture. depending
on the type and degree of public intervention. As the Dennis Report on Low-Income
Housing points out. the last clear statement of federal policy on the role of
government in low-income housing was the following:

We must, therefore.not only improve the operation of private markets in
order to accelerate the total output of housing. but we must also stimulate
the provision of modest accommodation for low-income people. augmenting
it, if necessary, with what may be regarded as non-market devices in order to
get a higher yield of new units out of the nation’s housing efforts.® '

Although this shows some interest in more active intervention, the reliance is still on
the operation of the private market.

The Dennis report concludes:

The refusal to act stems from an almost religious belief in the private market
as the only fair and efficient mechanism for distributing society’s resources.
Even the social housing programs, which have received much publicity lately,
are an afterthought, and appendage to the unguided, uncontrolled market
system. No effort is made to plan for them, to determine the type, extent
location, and magnitude of need. That would necessitate greater efforts,
increased_ intervention, more interference with the private production
process.>?

]

The public role of stimulating and supporting private enterprise may be appropriate in
some circumstances. But in others it may not be the most effective; a more direct
involvement, even one that is in direct competition with private enterprise, may be
warranted.

The second popularly accepted function of government in land and urban
development is that of developer (or preserver) of last resort. The public sector, it is
believed, should not usurp profit-making, or potentially profit-making activities. These
are in the purview of the private sector.

Government assembly of land for recreational or environmental purposes is
right and proper. But this 1dea that provinces are more efficient land and
housing developers than private industry is so much rot . . .

The [development] industry has no objections to the government acting as a

50 Donald M Deacon, MPP York Centre, Letter to the Toronto Star, June 28, 1972. See also
Dennis Report, op. cit . Chapter 9, “Land Assembly and Land Banking”, pp. 315, 346 for
additonal documentation.

S R. K. Andras. Notes for Statement on Bill ¢-192, House of Commons, May 1969, cited in the
Dennis Report, op, it p. 3.

S2 Jbd. p 3.

“developer of last resort™ says Mr. Scott [immediate past president of UD.I.
Ontario, and Vice President of Costain Estates Ltd.]

This was one of the original goals of the OHC. But the industry wants to draw

the line before it finds itself “simply working for the government™.%?

The third major function of the public sector is to provide negative control over
private development. Local and provincial governments do have a strong role in
land-use planning — but it is essentially a negative role. Official plans, zoning and
subdivision regulations, building and health codes are all basically negative controls —
i.e., they indicate where the developers can or cannot develop. and they place certain
restrictions on the form, materials, uses and so on of buildings. But they do not ensure
that development areas are developed. To a large extent. therefore. the private sector
initiates and the public sector responds and controls.

The Lithwick Report points out that the public role in urban development over
the years has been growth-oriented, economically-determined, short-term, reactive and
fragmented.

To sum up, urban development in Canada today is not guided by
comprehensive, rational policies. It is impelled by a basic belief in the
righteousness of economic expansion, and it is expressed in a willingness to
accept growth as inevitable and indeed desirable. In the absence of any more
explicit goals, urban policies tend to be pragmatic, piecemeal, and responsive
rather than allocative in nature.

The passive role assigned to government by the dominant values of the day is
the primary factor which establishes its response to urbanization . .. Faced
with an urban world, common sense and a recognition of social costs and
benefits lead to the conclusion that the present remedial role of government.
working in the interstices of economic initiative, will have to be replaced by a
creative concept which anticipates and guides the forces of urban growth.®*

In summary, the public sector has only a limited role in land purchase and ownership
(for government services such as highways, parks, environmental protection and the
government’s own needs); a strong but basically negative role in land-use planning
(drawing up urban and regional plans which give general direction to the type and
location of development, enforcing zoning laws, subdivision requirements and building
codes); and a limited, generally supportive role in land development (servicing raw land
so that the private sector can develop it; and building public services such as
highways).

As we pointed out earlier, Ontario has been formulating growth policies and
comprehensive regional development plans. The Toronto-Centred Region Plan is one
such plan and the government has reaffirmed its intentions to proceed with it.*® This
Plan itself is a large step forward in dealing with urbanization and in promoting
co-ordinated regional development. But the implementation of that Plan (and others)
will require even more direct public intervention in land development than has been
demonstrated by the Province until now. The most recent statement on TCR
implementation, however, still relies on the aforementioned support of private
enterprise and negative controls:

53 Quoted by Clayton Sinclair in “Land Developers’ New Rival™, Financial Times of Canada

(June 12,1972), p. 5.

54  Lithwick, Urban Canada, op. cit., p. 175.
55 W. Darcy McKeough, Ontario Budget 1971, p. 23.
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The range of implementations measures available to the Proyincgeincludes
public works, development controls and various types of incentives.

The provincial land assembly of 25,000 acres for a new town adjacent to t!_r\e prupoged
airport in Pickering is one example of direct, large-scale public intervention
in the urban development process. As noted earlier, this is a first step — and possibly a
model for future provincial actions. Nevertheless, without a detailed statement of
over-all land development and implementation policies, this is still an isolated.
preliminary step.

With more and more of the population living in urban areas and with urbanization
now so rapid and intense, there is a growing awareness of the need for reassessing
traditional views of the proper relative roles of the public and private sectors in urban
development. New roles and new techniques are being discussed. Large-scale public
land banking for multi-purpose urban development is one technique that has been

receiving considerable attention — though so far apparently stimulating relatively little
action.

THE PUBLIC LAND BANKING RATIONALE

Although the public role in land development in Canada today is largely reactive
(to private initiative), supportive (of private enterprise) and negative (providing hmited
control over private development); the range of possible public roles is, of course, very
wide indeed. Possible roles rarige from complete laissez faire to complete domination
of land development. As we have seen, many groups and individuals have
recommended that government should play a much more active role by becoming
involved in large-scale public land banking.

Why are there so many advocates of large-scale public land assembly and land
banking? There are many reasons. The most frequently mentioned ones are grouped
together in this section under three broad claims: that land banking would (a)
facilitate planning and help control urban development; (b) limit rising land, housing
and public service costs and (c) promote more equitable distribution of profits from

land. The arguments against public land banking are discussed at the end of the
section.

Obviously there is considerable overlap between the land banking arguments
presented below. Facilitating planning and lowering land costs are closely interrelated,
because lower land costs make many more planning options possible. Also, some of
the factors are possibly conflicting ones: for example, the desire to lower land prices
may conflict with the desire to generate public revenue. Whether or not there is a
conflict depends on how the public sector uses the land banking technique. If the
public sector opts for generating as much revenue as possible by selling its land at
market value, it cannot lower land prices at the same time. If, however, the public
sector opts for both generating some revenue and lowering land prices, it can do so by
selling its land above cost (thereby making some profit), but below market value
(thereby lowering land prices). Finally, it is obvious that public land banking, although
not a panacea for all urban ills, is a multi-faceted tool which, if used wisely, can be
extremely valuable. The flexibility and multi-faceted nature of public land banking
may, if fact, be one of its major advantages,

56 W. Darcy McKeough, Design for Development: A Status R (] the 1 -C
g, pemineing 19710, p. 5. eport on the Toronto-Centred
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Public land banking would facilitate planning and help control urban development.

Planners have been among the most vocal supporters of land banking. Why?
Because, they argue. large-scale public land assembly in advance of need for urban
development can have several beneficial effects on urban planning. It can facilitate
plan implementation. It can encourage comprehensive and flexible planning of a
project. a city or even a region. And it can make possible the inclusion in plans of
broad social goals. as well as economic ones.

As we indicated earlier, the issuance of a city or regional plan in Canada, (as in the
United States). does not guarantee its implementation. The location and timing, as
well as many other aspects of development, are left largely to private decision-makers.
The noted planner and urban historian John Reps has expounded upon shortcomings
of North American planning by negative controls (such as zoning), and has proposed
that advance public acquisition of land on the urban fringe would be a more positive
method of planning urban growth:

The most important advantage of such a system, which alone justifies its
adoption, is that it would provide effective control over the strategic elements
of urban growth - the location, the design, the sequence, and the tempo of
development. Qur present control mechanism, relying chiefly on the police
power regulations [such as zoning and building codes] does not. Decisions
about land use in this country [US.A.] are those of private individuals
tempered only slightly by the public interest. The proposed system would
place these essential decisions in the hands of an agency charged primarily
with promoting and safeguarding the public interest but directed as well to
the needs and interests of private parties.®

The value of public ownership of critical pieces of land for ensuring plan
implementation has been demonstrated by the experiences of a few Canadian cities
and of many foreign ones. Urban planner Ann Louise Strong has summarized the
foreign experiences:

Public land ownership has been a crucial element of almost all successful
European planning. Tapiola is a major exception,®® although public
acquisition of land prior to development is common in Finland. Stockholm’s
satellite centres, the British and Israeli new towns, the polder new towns of
the Netherlands, Rotterdam’s port development and urban expansion, and
the Languedoc-Roussillon resort towns and coastal development share the
common element of public land acquisition in advance of development.®®

Probably two of the best known foreign examples of the value of public land

assembly and ownership for controlling urban and regional growth are Stockholm and
the British new towns.

According to Goran Sidenbladh, a director of the Stockholm Department of
Planning and Building Control.

Stockholm’s ability to plan its physical, economic and social development
must be attributed mainly to one all-important factor: public ownership of

57 John Reps, “The Future of American Planning: Requiem or Renascence? ™ in Planning 1967
(Chicago: American Society of Planning Officials, 1967), pp. 50, 51.

58 Tapiola, Finland was in fact developed by a private, non-profit corporation which did own all
the land assembled.

59

Ann Louise Strong, Planned Urban Environments (Baltimore: The Johns Hopkins Press.
1971), p.xxxi.
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the land. If destructive fires (in the 17th centurgyﬂ) made planning necessary,
government control of the land made it possible.

Stockholm — a city of 770,000 in a metropolitan region of 1,300,000 - has a long
history of public land ownership. The City began its present municipal land bank in
1904 (under a conservative municipal government) by buying vast estates outside the
boundaries of the City. From 1904 to 1967, the City spent more than §110 million to
purchase some 134000 acres of open or under-used land.®! Municipal land
acquisitions are made by STRADA. the municipal land buying company, while land
policy and development is dominated by the real estate board (composed of political,
legislative. technical. and administrative leaders). No municipal land has been sold in
the last 20 years. A leasehold system has been adopted which enables the City to
retain title and control of the land, while freeing it for use by the citizens.®? By 1966,
the City owned about 74% of all the land within its boundaries and such satellite
centres as Vallingby . Farsta and Skirholmen now risen on municipally-owned land.

These satellite centres are the product of a decision made early in the century to
concentrate development in “garden city” nuclei along transportation corridors.®3
This concept was up-dated and incorporated in the Stockholm regional plan which was
adopted by the Regional Planning Federation in 1958 and by the national government
in 1960. The Regional Plan is revised every five years with projections for the next
turty years. As Stockholm’s planning director emphasizes. the purchase of the land
for these satellite centres was one of the crucial elements in ensuring that the regional
plan was unplemented. Urban growth was planned. and was able to proceed in an
orderly, rather than unstructured, leap-frogging, sprawling manner.

As a result |of the foresight of the city fathers who early in the century began
to buy outlying land for expansion of the city suburbs] the development of
most of the outer residential arcas has proceeded in planned and orderly
fashion. Indeed. this phase of plunnmg, activities by Stockholm is probably
the city’s most important achievement.®*

The British new towns provide another vivid example of the value of public
acquisition of land for purposes of regional (or national) plan implementation.
Without powers of site acquisition (voluntary or compulsory), in *“‘considered
relationship to regional plans™, the locution of the new towns would, like American

new towns, be “chancy and even chaotic™ .6

British policy is designed to limit the growth of major population centres, such as
London, and to locate the “overspill”” population in planned new towns (or expanded
old towns). More than 20 new towns have been designated. There is a national focus to
the pohicy. because planning responsibility and initiative rest with the national
government, through the Minister of Housing and Local Government, rather than with
local governments or private enterprise. Obviously public land assembly alone has not
been responsible for implementation of the new towns’ schemes, The British have
co-ordinated the new towns’ policies with other policies, such as housing and industrial

80 Goran Sidenbladh, “Stockholm: A Planned City™ in Cities (New York: Alfred A. Knopf.
1968). p.75. ’

Shurley Pasvsow. “Land Reserves and Teamwork 1n Planning Stockholm™, Journal of the
American Institicte of Planners, (May. 1970), p 179.

62 [hud . p. 180.

68 Ihid  p 180 Strong, op cir, p. 39 Sidenbladh, op. cit., p. 82.
04 Sidenbladh, op. i, p. 82,

65 Frederic J. Osborn & Arnold Wittick, The New Towns -
(London. Leonard Hill Books, 1969), p. 154.

61
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location programs. But public land assembly and development has been an important
factor.®®

There is no Canadian example of land banking for large scale regional
development purposes that is comparable to either the Stockholm or British
experiences. But several Canadian cities have recognized the value of advanced land
acquisition by municipalities for planning their urban growth and providing public
services. Three are discussed here — Saskatoon, Saskatchewan: Edmonton, Alberta:
and Red Deer, Alberta.

Saskatoon, with a population which has tripled from 40,000 in 1946 to 130,000
today, has been operating a land bank for nearly 20 years.

At the end of World War Il Saskatoon held title to some 8,500 building sites,
which had largely resulted from tax defaults during the Depression. The post-war
housing boom led to a recognition by the Saskatoon Council in the early 1950’s that
the City-owned tax-default property was running out. In turn, this recognition led to a
decision to purchase raw land for urban development purposes (i.e., to start an urban
land bank).

Council considered it essential that future growth be orderly, that speculation
be eliminated as much as possible and that land values be kept low to
encourage new house building.®’

As a result, the City purchased major acreages of raw land inside and outside the
boundaries of the City and became the major land developer in the City. To date, the
City has purchased some 4,500 acres of land for residential purposes, 850 acres of
industrial porperty and, since 1967, about 1,100 acres in partnership with the Federal
and Provincial governments.®® And, despite large sales, according to its own
calculations, the City has enough land available to take care of building requirements
for the next twenty years.®® The City sells land at a relatively low price, but at a price
that is still profitable to the City. The most significant use of profits has been to
purchase additional land. Saskatoon has claimed that:

66  The British new towns have been the objects of both praise and crniticism. In a well-balanced

discussion, Ray Thomas, in London’s New Towns: A Study of Self-Contained and Balanced
Communities (London: Political and Economic Planning Broadsheet XXXV, April, 1969).
cvaluates the eight new towns surrounding London both in terms of their onginal purposes
and in light of the major criticisms levelled at them. He concludes that, on balance, the new
towns themselves have been quite successful:
In accordance with the aims of their planncrs, London’s new towns have indeced
become ‘self-contained and balanced communities”. They may not have become
self-contained for quite the reasons that were expected. But, by any contemporary
standards, they are. as far as journeys to work are concerned, outstandingly
self-contained. The employment surpluses in a few of the new towns may be a bit
large. The new towns may not have taken enough of poor or unfortunate people of
the sort who have become London’s homeless, and they may not include among
their population any millionaires. But the only ways in which they are significantly
imbalanced 1s 1n their age structure. At the level of analysis conducted in this study
London’s new towns are in fact a howling success. (p.448).

At the larger scale of regional development and solving London’s problems, however, Thomas
concludes that, while the new towns have demonstrated some usefulness (particularly in the
example of Basildon which has helped alleviate severe unemployment in its region), they have
not contributed much to solving these larger problems. Thomas argues that additional
government actions, especially in encouraging the decentralization of office employment from
London, are needed.

67  The City of Saskatoon, Land Policy in Saskatoon (enclosed n a letter April 27, 1972).p. |

68  Ibid., p. 4.

69 Ibhid,p.S.
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[m]any advantages have accrued to Saskatoon as a result of its real estate
policy: land prices have been kept down, low cost housing has been
encouraged: large blocks of land have not had to “leap-frog™ unbuilt areas . . .
Planned development has become a reality.”?
It is this latter advantage  the value of public land ownership for controlling the
pattern of urban growth and providing public services - that is of concern in thig
section. The City has described this benefit in the following laudatory terms:

1. Saskatoon has been able, both as the muncipal planning authority and as
a land owner. to plan its development in the fullest, comprehensive sense. The
directions, rate and type of growth can be controlled, related to servicing
requirements and criteria. and the over-all costs of development kept to a
minumum through organization and co-ordination. This organization and
m—urdn'\ufl ion 1s often denied other cities, while in Saskatoon it has become a
way of life.

2. All major external fringe area and suburban growth problems have been
overcome and steps taken to prevent their recurrence.

3. We have been able to provide abundant lands, in the right location and of
the right type. for parks and recreation needs at the neighbourhood and city
level, and at times almost on a regional basis.

4. We have been able to accommodate all school needs in developing arcas,
at very reasonable prices and have evolved a philosophy of fully integrated
school and park sites. We can provide and hold school sites for long term
needs and stll maintain prices,

5. Al announced needs for community facilities including churches, fire
halls, |l|)l;|llL"\‘. utihties, hospitals and institutional uses, can be, and have been
taken care of in subdivision and land use planning.

6. The City has major control of all land use patterns and zoning, including
all new residential, mdustrial and institutional areas.”

These general findings, described above by the City itsell, were accepted by the
Hellyer Tusk Foree, which used Saskatoon as a prime exinmple of the value of land
bankimg for contolling urban growth,”? and they seem 1o have been accepted by
other observers more impartial than the City administration,”?*

Is public land ownership necessary to control growth? ‘T'his cannot be answered
dehimtely here: but the Saskatoon experience, (as explained by official sources in (he
City), has conoborated our carlier contention that past North American techniques
have not been particulinly successtul inguiding urban development and that public
land ownership and Lind banking provides the sutest method of plan implementation.

A second public interest satisfied by the competitive public dominance of raw

land ultimately 1equired for urban purposes is simply that the planning and

contial of physical development is rendered more casy. Certainly legislation is
avatluble (o provide tor the orderly development of land — whether in puhliL‘

Mt P oS

T e City of Saskatoon, Swmmary of the Ciey of Say N :
] Sask. n Suskatoon’s Geaeral Brief s itte q
, Honoutable Paul Hellyer's Task Foree on Housing (October .H).'l V68) pp_({ &:mlm"“l b
11‘ Report of the Federal Tash Force on Housing and Urban Development, op. cit., p. 40
4 Moyee Ric *Sas ian Forum (May
ppl);:‘#‘flmldwn. Saskatoon: the city as landowner™, The Wanadian Forum (May, 1972).

or private hands. However it is 2 fact or our way of life that such legislative

controls are rendered more effective when the land under development 1s

under public ownership.

Edmonton, Alberta, is a second Canadian example of a city using Iarge_-scale
public land assembly and ownership to control urban growth. Edmonton, a city of
434,000, is one of the fastest growing cities in Canada. Feeling the pressures of
urbanization (particulary in the areas of housing supply and transportation implemen-
tation), and facing a situation in which most of the land in the proposed direction of
development was under private control, Edmonton in 1969 mitxate_d the Mill Woods
Project. The Alberta Housing Corporation (with federal financial assistance) purchased
5.085 acres of land south east of the City Centre (4,425 acres, Or 687 of the Mill
Woods Planning Area, and 660 acres outside the area); and agreed to sell this lgnd to
the City over the next 15 years.”® In this way, the City has used land banking to
radically redirect the growth of the City. A new community of 120,000 is expected to
rise on this site, and profits from the sale of land in this project will probably be used
to finance an on-going land banking operation.”® There are two major goals of this
project: to effect land and housing economies, and to create “an urban environment of
the highest order”. In this section we are concerned primarily with the latter, planning
aspect.

The City has high expectations of the Mill Woods Project, both for the project
area itself and for the City as a whole:

The land holdings in Mill Woods means (sic) that the City should be able:

to guarantee the availability of serviced lots for general housing purposes;
guarantee sites for specific needs, such as schools, public housing,
hospitals, parks, at minimum costs;

guarantee the most economic form of growth for the City as a whole;

control land value escalation so that fewer residents will be forced to rely
on some form of subsidized housing;

implement, at lower right-of-way costs, major transportation facilities
within the City; of (sic) orderly and economic growth in the City as a
whole.

With this program the City is now firmly back into a controlled situation
whereby some balance and reason can be applied to the supply of land in
relation to the demand for it.””

The potential value of this type of land banking for public control of urban

development was summarized:

There exists the opportunity for the development of a residential community
of unrivalled environmental quality. A plan of the highest quality is possible

74 The City of Saskatoon, General Submission to the Federal Government’s Housing Task Force

Hearings in Saskatoon, Saskatchewan, (October 30, 1968), p.3.

This project was initiated under a Social Credit Government.

76 The City Planning Department, the City of Edmonton, “Development Objectives
Feonomic™ Mill Woods 4 Development Concept, (no date, no page numbers); and letter
from P, Ellwood, Mill Woods Project Director, dated March 2, 1972,

L "l)vvlcloj;mcm Objectives-Economic™, Mill Woods Development Concept, op. ¢it., (no page

numbers).



and its implementation will be at the choice of the City and not of
mnumerable private landowners.”®

But it is still too early to determine how successful Edmonton will ultimately be. It is
clear. however, that the City is adopting a much more active role in land development.
Ihere 18 evidence that land prices in the Mill Woods Project are lower than in private
developments (see discussion in the section on land costs): and it seems likely that the
land banking operation will have distinct positive effects on the quality of planning
and the cost and availability of public services.

Red Deer, Alberta is another Canadian example of a City that started a land bank
in order o ensure that the expansion of the City would be properly planned. By 1956
the City had decided that it must plan for a great population increase over the next
twenty years (from a 1946 population of 4,000 to a 1953 population of 9,000 to an
expected population of 40.000). The City estimated that 1.750 acres of land would be
needed tor mdustrial uses. It also recognized that *land speculation could quickly
wreck the plans for orderly and economic growth™.”®

FFaced wath thas situation:

It was therefore decided the city should acquire quietly. as opportunity arose
and hnances permutted. certan strategic lands on the fringes. Where possible
it obtamed long-term options on large tracts of land in the logical direction of
development.®

Red Deer purchases or acquires options on land one to five years ahead of need.
While subdivision and engineering designs are prepared for about 150 to 200 acres at a
time. only lands required within the next 12 to 18 month period are actually
subdivided and serviced. In s land dealings, Red Deer has acquued all land by
negotiation. not expropriation. when the time comes, the town disposes of the land by
sale, not lease. The sale price 1s enough to cover land costs and both off-site and on-site
swivicing costs. as well as all design and supervision fees. Almost all lots are sold to
builders (only 1077 are made available directly to individuals). and the purchaser 1s
required 1o start construction within 12 months. The City recovers the cost within 12
months and remvests the money in more land and services.®' Since the beginning of
the program. about 750 acres have passed through the municipal ownershsp, servicing
and sale process, and an additional 300 acres are being prepared ®?

One ol the major benefits of the land banking in Red Deer, according to the
Datector of Planming has been that:

By ¢y ownership of the land, more generous open space, parks and school
stes can be provided and generally the opportumty for improved design
layout cannot be underestimated **

Rcd"l)cu, a small ity th.:; bh.n expenienced rapid growth, has demonstrated that a
small enty can operate a land bank and that land banking can have beneficial res !
smiall cities as well as large. ’ Rl essivs for

" Ihe Ciy Planning Department, The Cit y
ey agniet :.;; i c City of Edmonton, South Egst Development Area.

Denis € osle The Caty of R =
N ot ‘-' ity of Red Deet™. HABITAT (vol V1. no. 4, July-August, 1963)p 3.
LA L7¥ ] (TR
8 Ketmit € Parsuns and Hamel L Bud *
. ke, "Canad
Development Connal™ 4 S PO Plannces Advisory s(,:..:‘. ::;‘;:p.'b‘l;':.‘ ?:' '2",“"”.'; and
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is the major focus of the above discussions ot
Stockholm, Britain, Saskatoon, Edmonton and Red ‘Dcer is not necessarily vul'\_nublc. It
is only valuable if the plan isa good one. Does public land assembly and bunkil!lg have
any beneficial effects on the type of plan developed? Two major pl:.\')lhlt clfects on
the plan can be identified: (1) the plan can be_mnrc flexible: and (2) the plan more
easily can pursue social as well as purely economic goals.

If a large area of raw land is purchased before thc_l;fnd use pattern has already
been determined by public and private development decisions. and 1t the Land is held
and planned as a unit, comprehensive. flexible plans are not only made casier, they e
made possible. First, since the pattern has not already been set, there are more possible
planning alternatives. Second. if the site is owned by one owner. co-ordmation is
easier; the development can be planned in stages and plans can more canly be adapted
to technological or other changes occurring at some future date. And tnally it the
land is never sold. but only leased to its users, its form and uses can be changed by the
owner over time as this becomes necessary. This has been one of the major advantages
of the Stockholm leasehold system:

A major advantage [of leases] was that leases helped the city to regulate

growth and design: they ensured the city of the land it wanted. when and

where it wanted.®*

Flexibility is possible, of course, whether the owner of the land is in the pubhic o1
the private sector. But. one major advantage of public  as opposed to private  land
banking is that the plan and the final development (whether a subdivision or 4 new
town) are better able to take into consideration social. as well as economic, needs and
to implement broader public policies. This aspect of public land banking was touched
upon earlicr when the location of new towns was discussed. Contlict between
maximizing profits and attaining such social and publhic policy objectives as locating
the development near (or far away from) population centres and providing low-income
housing and adequate public services such as parks. 1s a common problem of privately
sponsored North American new towns:

The contradictions between ideal planning objectives and the often harsh
realities of dominant cultural values and business purposs are nowhere better
ilustrated than in the contemporary “new town ' movement. Halled as
precursors of the urban future, today’s new towns, much hke Gary [Indiana,
a company town founded by US. Steel Corporation in 1906] . have built-in
problems undermining the ideal commumty . Columbia. Maryland  the most
widely publicized new town is a case i pomnt . Built by a pnvate
developer the Jaumes Rouse Company. Columbia began exsentially as a
company town; the Rouse Company hsted among ity major goals the making
of “substantial profit™ .. profit motives have led the Rouse Company 1o wll
extensive tracts within the town to large-scale developers, who in turn build
and sell expensive homes Market tactors alone serve to exclude all but o few
low-mcome Lamilies trom Columbia In addition the cultural values ol most
middle class and professional residents buttress exclusionnt polices. Thus,
many low-income wage carners who work i Columbia’s industigl plants are
forced to seek housing i nearby unplanned areas outude the town. The
plurahistic society onginally envisioned by Columbia’s desgners has never
tully matenalized *

Plan implementation, which

88 Pavsow. ap it p 18]

8¢ Raymond A Moh) snd Neid Betten, “The Faduse of Industrial City Planning Gary .
Indians 1906-1910°", Journal uf the Amerwan Insttuie of Planners (July 1972).p 213
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One of the facts revealed by the Dennis Report on low-income housing in Canada
was that “in most metropolitan centres some half-dozen builders control the majority
of the land in the path of immediate development”.®® The implications of this fact for
whether or not these centres will in future be developed “in the public interest™ are

disturbing.

Edmonton’s Mill Woods Project provides a good Canadian example of a city
intending to use public land assembly and development to accomplish broad social
goals that are often overlooked by private developments:

The Development Concept is based on the premise that the ultimate
community will be comprised of a wide range of housing types and tenures,
fostering and encouraging a community of diverse characteristics broadly
representative of the City at large . . .

Housing programs to be implemented will be determined to a large degree by
the housing needs of the City at large and the competitive influence of other
major growth areas. Housing demand as expressed through the real estate
market will constitute only a portion of the real need. Special requirements
of minority groups such as the elderly and the handicapped, must be
identified and assessed for inclusion into the Mill Woods Housing Program.
Administrative policy to encourage diversity of tenures will be formulated to
allow the greatest possible number of residents of varying economic
capability to enjoy adequate accommodation and home ownership . . .

To assist in the Marketing program, a city-wide study would be advantageous
in order that the accommodation needs of those not reflected by market
demand can be incorporated into future planning and administrative policy.
It is of critical importance that the housing programs meet social as well as

economic objectives.?

All of the planning arguments discussed here — ensuring plan implementation,
encouraging comprehensive planning, enabling flexibility in long-range planning, and
accommodating broad social and public goals as well as narrower economic ones —
should be of particular interest to those planners charged with planning and
implementing the Toronto-Centred Region. Without large-scale public land assembly at
the critical places, it is hard to imagine how the plan can be effectively transferred

from paper to reality.
Public land banking would limit rising land, housing and public service costs.

One of the major problems facing Toronto and other rapidly growing
metropolitan arcas is the sharp increase in land prices. It was shown earlier that land
price increases have harmful effects, including that of increasing the costs of public
services  sometimes to the point where cities can no longer maintain an adequate
level of scrvices — and increasing costs of housing to the point where a growing
number of people cannot afford to purchase homes.

The advance acquisition, by government, of land which will ultimately be needed
for public services and urban development, can result in considerable savings as we will
show. These savings in turn enable the owner to sell, or lease, the land for lower prices
than would have been possible if the land had been purchased for higher prices.3® As

86 Dennis and Fish, op. cir., p. 8.
87  “Reudential Fnvironment™, Mill Woods Development Concept, op. cit.

83 Both the Report of the Federal Task Foree on Housing and Urban Development, op. cit., p.
43 and the Dennis and Fish Report, op. cit., p. 2, recognized that land banking could reduce

land costs and housing costs.
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we pointed out in the previous section on planning, this acquisition also means that
the necessary land is available when needed, and not committed to some other usc.

Advocates of land banking argue that large-scale advance acquisition of land by
the public sector can lower, or at least prevent from rising, land costs (and
consequently housing and public service costs) for the following reasons:
land is bought cheaply before it is in demand for urban uscs;

land is bought before prices rise as a result of speculative dealing;

land is bought with a non-profit or limited-profit goal;
land is bought in order to introduce or maintain competition in the

urban land market.

Undoubtedly, the most important factor influencing the price of land is the
demand for the land. The greater the number of people who want to live and/or do
business in one area, the higher the price for the land will be. As we shall sec.
speculative trading can inflate these prices — sometimes to an unrealistically high level.
But the basic cause is demand, coupled with limited, relatively inelastic supply.

A good example of the kinds of savings (or potential profits) that can occur asa
result of advance acquisition is the Ontario Housing Corporation project of Malvern.
Whether or not the project was originally intended to be a land bank is beside the
point here. In fact, the Malvern project (1,704 acres of raw land purchased by the
Federal and Ontario governments in 1953 in the Toronto borough of Scarborough,
and located 12 miles north-east of downtown Toronto) has become a public land
bank, to be used for moderate-income housing. Raw land, originally purchased for
about $1,000 per acre and now having a “*book value™®® of about $3,000 an acre, has
a current market value of about $32,000 per acre, or more than ten times the original
cost. If servicing is added to the raw land costs, the book value of an acre of serviced
land is about $36,200 while the market value of the serviced residential land is about
$63,000 to $75,000 per acre.’® While the cost of land is only one factor in increased
housing costs (servicing, mortgage, building costs and so on are others) the savings
possible in this one factor are obviously tremendous.” "

Both the public and private sectors can use advance acquisition to their benefit.
But the public sector enjoys certain distinct advantages, which make even greater
savings possible. First, one of the major problems in advance land acquisition is
anticipating the direction of urban growth. If the purchaser anticipates correctly, he
can reap tremendous benefits; if he miscalculates, the losses can be great. The high risk
factor involved is one reason that private land speculators expect such a high return on
their successful deals. The burden of this return is passed along to the ultimate
purchaser of the land. For the public sector the risk is much less because it is the
public sector (particularly the provincial government. but also to a lesser extent the
municipal government) which can determine the direction of growth.

|

89 “Book value™ 1s the cost of the raw land plus the carrying charges.

90 Servicing cost figures are those for Neighbourhood 8 (167 acres). including roads, landscaping,
hydro, municipal levies, design and engincering fees, ete. The market value is based on having
4-1/2 1o 5 lots (each.lot being 50" x 100" and having ¢ market value of between $14.000 and
$15.000) per acre.

91 We should note, however, that OHC has not used the sale price ot its lots to reduce the
general level of land prices in the arca around Mualvern. Rather than selling 1ty lots dlose to
book value and marketing a substantial number at one time (both of which would aftect the
level of prices in the area), OHC has set a price which is slightly below market value and s
marketing the lots in three phases over the next fifteen years.
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A second advantage for the public sector is that it can use expropriation to
acquire the land and therefore can prevent “hold outs™ from increasing assembly costs.

And a third advantage for the public sector is that it can borrow money at a lower
rate than the private sector, It therefore has lower carrying charges. This point was
made by the Executive Director of the Ontario Urban Development Corporation:

I'he provinee cannot purchase land any cheaper than private developers. But
it enjoys lower carrying costs and can withstand the burden of long-term
investments easier than any developer,”?

iScc(:’mdly. public land banks can help reduce land price increases by purchasing the
lan _|Iml only before its price is increased by demand for urban uses, but also before it
is inflated by speculation.” Some argue that it also can actually prevent speculation
from occurring:

Fhe best and most effective means of stopping speculation in land s
unquestionably for land to come under public ownership. At the same time
this is worth all the zoning by-laws and planning controls in the world as a;
means ol securing properly organized development. This is perfectly well
understood in some European countries.”?

Speculation in land, whatever its other properties”® and causes, depends on the
expectation of profits (and probably of high profits) from dealing in land and also on
the existence of some uncertamty in the developable land market. The public séclm'
as we noted carlier, can climinate much of that uncertainty by using its (ml/cr% (o
determine ||IVC dircction of growth. And, as we discuss more fully bcllnw il' ulz)m 1'ch| e
the expectation of private speculative profits by purchasing the land or ke ur‘flb'
of the land itsell. By banking land in areas of future development, the ubl)i,'p“ :L ;
cin save money by buying land before prices have been bid up by s"pccull')llor: ::tl 0:
the same time it can climinate or at least reduce two conditions n; sessar ] fd'
speculation, thereby cutting it off before it can start. T

The City of Saskatoon has ¢ asize alu: i
- wu; O el sp::cll)l.:;lic‘l)xlll;:)h‘n.w.ud how valuable municipal land banking has

llllll'liltl)]ry v'::/]:;-(njn,dpx wlnlc dc\lfclup]cr.:jlmvu acknowledged that the City's role as a
HY H cveloper has had a restraining influence ic ’
subdivided land. In turn, this had an undcrslul%dub!ymr':‘lsbl:;li(l)lli]ng”i]:;ﬂ{)urzll‘;c' .
l‘hc general level of the price of raw land in the rural area surrou 1"; i2
ngkulunn. Indeed, it could be reasonably claimed that in this area lll ing
virtually complete absence of major land speculation — and a l‘l ited farest
manilested by private land developers . . . AR Randl

92 John Flson, quoted by Clayton Smclair, “Land de

Canada (June 12, 1972). Mr. Lhon, however
government can purchase lund more cheaply ]

because government, unlike private enterprise
LR} I

velopers' new rival™, Financial Times of
neglected our second point, ie., that
lhur;] private business when there are hold-outs:
: ' . « can exproprnate land for a variety of pu s
and by 2 VT, C iy
|;.m:-j :j.:rl:;tll",:)‘] hlt‘)r\:Jle:_”l.m also be used for speculative purposes. the purcha{cr cr:m lt’)u "f
e e ”“; I ‘L.Lp It undeveloped and off the market, wait for rices "‘y .

are: even help 1o increase these prices by kee is L RIT the market)
and then sell the Land at an inflated price. # RN T Kandiof! e muten

G.WOR Bryant,op cut . p 117,

As noted in the section on the €
e Canadian Development Frg

Ll Lon pment Framework, there : debate ;
i “h.:'lrk Jt:' |\lru1l;|“““" |\'adprul)lcm and about how it operates lrt »l‘:u:():'lll:’dtbdl: :'boul

3 g ¢ theoretical debate, many author t ‘ etttk

“' ver the . 1es agree th; ore g
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The price of land to the home owner is restrained and protected from
inflationary pressures arising out of land speculation.

Saskatoon is unusual in Canada in that, rather than using profits from its land-trading
to reduce taxes, it has reinvested its money in land. City officials
developed considerable expertise in land trading and, as a rcsu!t, they :vcrc :abI,c Lo
compete successfully against private developers. In the late 1960’s, some 90 - 95% of
all new subdivisions on fringe land were on City owned land. (The City only dqvcloped
infrastructure to its own land.) As a result, speculation has been vnr}uully v\(lpcd out
and the cost of servicing land has been low (since “gold plated” services, which many
municipalities require private developers to provide, have not been provided by the
municipality of Saskatoon.) One possible disadvantage of the Saskatoon system is that
the City sclls its land. This means that the City loses control over the land and this
may lead to speculation in the future.

The third way public land banking can lower land costs is by adopting 2
non-profit, or limited-profit, approach to land development. This approach is, of
course, not generally adopted bx private business although it may be adopted by
private non-profit corporations.”” In fuct, according to the Dennis Report, major
developers make most of their profits from the land being developed, not from its
servicing and development:

Building firms are becoming larger and more bureaucratic. Their primary

concern is the development and marketing of land, The profits made on the

construction side are minimal, land profits are high.”®

Stockholm is a good example of a city which has adopted a non-profit philosophy
by setting its lease fees just high enough to amortize short-term loans taken to finance
the raw land acquistion and servicing prior to leasing.”® Saskatoon, on the other hand,
does take a profit on its land sales, which it has used to finance some public works and
to purchase land 1°° Edmonton, which is relatively new to land banking and is still
formulating its policies, scems to be planning to combine the non-profit and
limited-profit approaches. The earlier general description of the Mill Woods Project
pointed out that this project is intended to “meet social as well as economic
objectives™. There will be a certain amount of subsidized housing 1n the project; and
the final price of land for other housing will depend on a number of factors:

Therefore, the establishment of a land value for sale purposes is an item
which is arrived at by combining the prime objectives of the program (lower
cost housing) with:
the effect pricing policies will have on other areas,
—  the generation of funds for other land programs;
the local economic situation with regard to availabihty of mortgage
funds;
the volume of serviced and serviceable land for housing in the City .
the demand for housing of various types; and

the economic capabilities of the home buyers and tenants.

96 The City of Saskatoon, General Submission, op. cit., p. 4.
97 Sce for example, Walter Stewart, “Here is that cheap house if you buy mnto a co-op and
torget about a protit,” Toronto Star (IFebruary 1, 1972).

98 Dennis and Fishoop. cit, p. 7.
99 Passow, op. cit., p 186
100 The City of Saskatoon, Land Policy in Saskatoon, op. cit., p.4.
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i The problem then is not a simple maximization of investment as might be the
case within a competitive private corporation. In the early stages, supply and

demand factors cannot be relied upon as demand will likely exceed capability

to supply.'®’
In practice. 300 single family lots had been sold by mid-1972, and 350 more were
expected to be marketed by the end of 1972. The selling price has been based on a
front foot charge composed of a land cost portion and a local improvement portion.
(i.e.. direct recovery of servicing and carrying costs). The cost of a serviced 50 foot lot
m Mill Woods is approximately $5.500. compared to approximately $8.500 to $9.000
for sumilar lots in other developing areas within the City. There have therefore been
reductions in land costs within the project itself. Thus far. ltowever. not enough Mill
Woods lots have been sold to effect reductions in single family lot prices in other parts
of the City: but it is expected that in 1973, when at least 1.000 lots will be marketed
i{: Mnlllo\‘!'oods. the project will help to lower the general single family lot price in the

FILLE

The City of Regina. Saskatchewan. another Canadian city which operates a land
assembly  and land banking program. has also adopted a mixed approach to
profit-making. The Regina land program has had an uneven history. From 1904
through World War 11. Regina purchased and owned large amounts of land. After the
War. when the City was in fact the major land owner. Regina experienced a period of
rapid growth, during which it sold much of its land to private developers. Today, the
Cuty is again operating a land banking program. Regina now owns 990 acres of vacant
mdustnal land. 146 serviced residential lots and 920 acres of unsubdivided residential
land (of which 383 acres are owned jointly with the provincial and federal
governments). The City sells industrial land at “fair market value™ and. until 1968
sold residential land at approximately the same price as the private market. In 1968
the City started a program of selling some lots at lower prices to enable low and
moderate income families to buy their own homes. (The 1971 pricing policy was $38
per tront foot plus $100 per lot for underground wiring. with pavement provided by
&j)wrrmcmms. Private lots were selling for between $60 and $100 per front

According 1o local officials. Regina has been qui i i
Is. R quite successful in ensu t
:::c:s;s an adequate supply of residential and industrial land and in slabilizr::llg la}:xaci
ICeS.

In terms of assuring an adequate supply of { i i L

] _ supply of land for residential and industrial
development. the City's policy of land acquisition has been successful. It is
u:h.kely dthc (;luyt_ will be faced with a shortage of land if this policy is
continued n the future, or that land prices will rise di i / hi
oL oies o e JMUIEE, O (i P! nise disproportionately higher

Finally. public land banking can hel ili
\ ang p to lower (or stabiliz
ntroducing, or mamntaining, competition in a local urban Igmd marke:) uns vt by

The Lithwick Report underscored this advantage:

Two major aspects of the demand-supply i
A \ -supply problem emerge in the reports from
almost all the metropolitan areas. The first problem is createg by land

1 - 3
Development Objectives - Economic®, Mill Woods Development Concept, op. cit

102 %
101 ’\;m:l Th’omar‘:.- Project Economist, Mill Woods Project, letter dated July 31, 1972.
orical Background - Land Purchase and Assembly in Regina and The C ity of Regina’s

aricipatton I the la fa
Particy nd M rker, 3
; e.nulowd i a letter dated July 7. |972. from ”d”y

104 . 3 :
Harry Heimark. Director of Planning. Regina, letter dated July 7, 1972, p.2.
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speculation, which, if in the hands of a few developers or landholding
companies, can provide sufficient market power to creatc even greater
scarcity of building land. Furthermore, as developments l_)ecome larger in
scale. individual companies tend to concentrate their holdings in particular
parts of a city, thus encouraging monopolistic situations. A n‘umber o_f
provincial housing agencies and municipalities are trying Lo ameliorate this
situation by establishing publicly owned land banks. As long as they follow a
policy of selling lots at or near market price, they will not in fact rcdl.n_ce
prices, but if this is done on a sufficiently large scaR, they may well stabilize
them. There is insufficient evidence to say what the effective scale of public
involvement can be, but it may be noted that in Regina where land costs are
reasonably under control, the city is marketing 25% of the building

landd.'°®

Saskatoon. Regina and Edmonton hav
this. Saskatoon, which in 1968 owned abo
The City of Saskatoon has not tried to create a land development monopoly
through its holdings or purchases but rather has tried to maintain a dominant
position in order to be able to set standards which private developers are

expected to meet.'

Regina officials support the idea of a mixed public-private land ownership pattern.
which they believe lowers the over-all price of land:

We are of the opinion in the City of Regina that a mix of privately owned

land and government owned land is desirable. It appears that government

ownership tends to stabilize land prices within the City because of the lack of

profit motivation in the sale.!

And Edmonton, which was faced with a situation in which land prices were
skyrocketing while private interests controlled land 1n the expected path of
development, has indicated its intention to reintroduce competition into the land and

housing market:

In the mid-1960’s the supply of serviced land for suburban housing was
declining and the cost of land was increasing dramatically. The City had no
way of guaranteeing the maintenance of an adequate supply. Land in the
declared expansion areas was under private ownership and servicing depended
on private sector decisions. The decision to establish a new direction of
growth was essential if land for housing was to be available at uninflated
value.

The rate of development will be influenced by many factors but of primary
importance will be real estate market conditions and the status ot the
economy. As one of the main economic objectives is to reduce the general
price of housing through competitive marketing techniques, the development
of Mill Woods must maintain a continual supply of building lots ahecad of
demand.'°®

The Ontario Housing Corporation has also used its lund development progrums to
reintroduce competition into the local land markets.

105 Lithwick, Urban Canada. op. cit., p. 157.

106 Cuty of Saskatoon, Land Policy in Saskatoon, op. cit., p. 5.

107 A, Bruce Smith, City Manager, Regina, letter dated July 4, 1972,

103 “Development Objectives  Economic™, Mill Woods Development Concept. op. cit.
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In 1972 the Dennis Report found that the six major developers in ten of the
twelve cities investigated own at least half — and in several cases, almost all — the
residential land expected to be needed for residential purposes over the next
decade.'®® In cases like these, the reintroduction of competition into local markets
would be of particular importance.

To do this, the city or public agency does not have to own &// the land. It only has
o own enough land to make sure that there is a steady flow of lots and that the city
cin pose a constant threat of flooding the market with low price lots if private
developers try to sell their lots at too high a price. Saskatoon, for example, owns (by

::]\t‘lé:)r jomtly with the provincial and federal governments) about 28% of the land in
e City.

A hcalt_hy side effect of public land banking would be the help it would give to
small building firms, thus allowing competition to be maintained in the building
n!urkct. Under the present system, in some areas where land prices have reached very
high levels, small builders have been forced out of the development business because
they cannot afford to purchase and hold the lots needed for their buildings. While
gl‘lb!w Inpd banking would no doubt have an adverse effect on speculators and
.LVLIOPCB who make large profits from land, it could well have a beneficial effect on
small builders and larger developers who do not expect to make money from land; for

ublic 1 anki i :
Eun l;tnlff;il,)d banking would relieve them from having to buy and hold land so that they

One thing that Canadian land banks have not tried to do, i i
0 ] i : 0, is drastically reduce land

VJI}U.\it. T_hc Ontario Housmg Corporation could have sold land far below);narket value
L»Y‘n e ‘.\lll‘l covering costs) in a number of projects. But, like other agencies, OHC has
. lu'”lrdlmmm to upset the “stability™ of the market — a stability which is frequéntly
[dunij 1‘!(%1') Leverlg,)‘{ix[n(:‘:u;kalolom while saying that it has lowered over-all prices, sells its
S 1o p » fearing that the bottom would drop out of the market if it did

If this was done (ie.. if land was i

f th (ie. sold at cost) with City-owned I i

ss;;l((jat%oré today. it would require a drastic reduction in 11)1,6 retail p:i?:g (l)rllr

; ~‘dlxw‘e land. Land currently being sold for $25 — $30 per front foot

}‘m e grom services) could conceivably be sold for as little as $7 — $10 be

ront loot. This would have an interesting side effect of probabl 'peé

prgl‘n‘pl y. pumng’qll remaining private land developers out of busi o fm

su sl.mlu}lll)(/) modify all the operations of the municipalj .

Sperals: unicipality as a sole
In other words, land bankin

w g has been used t i :
not to eliminate it, 0 modify and temper private enterprise —

Publi .
ublic land banking would promote more equitable distribution of profits from land.

The third major argument in fav i
_ i ou ing i i
mechanism  for more equitably distrirb?jiig;b!}l)‘;c:and tang 1t fhat
gevgl()glnc!ll.]A corollary of this argument is that it
asic idea is that most of the value of urban land i i

¢ idea no and is derived f; i ing i
\flg:i:t var;'elty of uses by a concentrated population and frorrrlotr;]1 ltls e der{umd
y otumprovements (such as the building of sewers or highw:ny:)nsv}llm‘}j]ergomgg

ich are pai

109 The Dennis Report, op. cir., p. 324,
110 5
The City of Saskatoon, General Submission, op. cit p.4
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xes, not by the individual property owner. Usually
neither of these factors influencing land value are the result of indivudtlu'nll action; and
yet in North American society, the property owner 1s. 10 a large extent. allowed I.O
reap these “‘windfall profits”. Some land banking advocates argue that the gcncm!
public, not the individual property owner, should recewve the profits. and that publlu.
land banking and ownership is an effective and appropriate method of d(){llg .lhm This
“social equity’” argument has been well presented by planner G.W. R Bryant:

But one finds few American voices ever raised to ask whether it is nght and
proper for private owners of land to make pro{nts out of nqprovemcn_ls.buﬂd
at public expense. This important question of “betterment " 1s rarely faced in
America. It is usually taken for granted, that if a freeway or a bridge or any
other man-made modification of existing accessibility is brought _albout, then
private individuals have every right to make windfall profits out of it . ..

The value of land falls into a least two distinct, and separate categories firstly.
the value for its existing use, and secondly, its value for development . ..

A strong case can be made for holding that the element of development value
in land should not be regarded as private property, since 1t accrues out of the
general development of the community. This in fact was, the logical basis of
the proposals of the Uthwatt Committee . . .' ' 2

The Committee suggested that the logical solution to the problem would be
public ownership of all land, but refrained from suggesting this on the ground
that it would be too controversial. But even so solid a journal as the
Economlislt (March 18, 1944) thought the Uthwatt proposals too timid in this
respect.

Bryant does not share the qualms of the Uthwatt committee: he strongly advocates
public land banking and public ownership of some land as a way for the public to
capture the increased values.

This social equity argument has been one of the major theoretical underpinnings
of European planning in general and the Swedish and British schemes in particular.
Ann Louise Strong, in her book on planning in five foreign countries, emphasized that
public land ownership has been a key element in almost all successful European
planning and that one of the advantages of the leasehold system usually adopted there,
is that “the public can secure the altered use — as well as increments in land values -
through negotiation of new lease terms™.!!

One of the purposes of the leasehold system which Stockholm operates has been
to ensure that land value increments “benefit the city and not merely the private
developer or owner™.''® How successful has the Stockholm land bank been in
captuning these increases? There seem to have been two areas in which it has been very
successful. First, the City owns vast tracts of land which have increased in value as
urbanization has occurred. For example, in 1931 the City took title to Varby - 2,550

for by the public at large through ta

111 Some of the profit is indirectly captured by capital gains taxes and property taxes. But there
are a variety of tax breaks and time lags involved with taxing schemes: and, in the case of
devclopmg land for residential use, the tax costs are passed along to the home buyer, while
land profits are largely kept by the developer or seller of the property

112 A British committee, 1942, set up to investigate payment of compensation and recovery of
betterment, possible ways of stabilizing land prices, and an cquitable basis for acquisition or
expropriation of land by a public authority.

113 G.W. R. Bryant, op. cit., pp- 111,112, 113.

118 Sirong, op. cit., p. xxxii.

1S Passow, op. cit., p. 181.
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acres of land located 12 kilometers southwest of the city centre - for about $120,000
(an unadjusted price based on a rate of 5§ kronor to a dollar)ﬂ or about one cent a
square meter. In the late sixties when it began to develop Varby. Stockholm paid
$47.000 for just 9.6 acre tract. Land values have obviously increased - and therefore
the assets of the City have also increased. Second, the City received revenue from jtg
residential and industrial leases. This revenue increases as the value of the land
increases since long-term leases are re-negotiated periodically. The 1966 housing rent
yield was twenty-three million kronor ($4,600,000); and the 1967 industrial revenue
was about $2,000,000.' ¢

Ebenezer Howard. the father of British new towns, was concerned with ensuring
that the land profits resulting from urbanization be returned to the community.
Communal ownership of the land for new towns was therefore one of the major

principles of Howard’s “‘garden city”.

Perhaps no difterence between town and country is more noticeable than the
difference in the rent charged for the use of the soil. Thus while in some parts
of London the rent is equal to £30,000 an acre, £4 an acre is extremely high
rent for agricultural land. This enormous difference of rental value is. of
course, almost entirely due to the presence in the one case and the absence in
the other of a large population: and. as it cannot be attributed to the action
;f any tp‘:;lrl_lcular indiv:ii(:’uals. it is frequently spoken of as “unearned
crement’ j.e.. unearne the |
2= o incre)rln e ,zfndlord, though a more correct term would

The presence of a considerable i ivi i

J of a ¢ , population thus giving a greatly additi
;aluel to {he soil, it is obvious that such increment of ?’alueg may).{ \f\‘rilhI ;g?nael
oresight and pre-arrangement. become the property of the migrating people.

'S,:ihnefrm::ég}:iti s;?ad) e;:ire-anan_gemen]t. never before exercised in an effective
; ‘éd conspicuously in the case of Gard i
land as we have seen. js v i ¥ i 1 st (e e the
- Isvested in trustees. who hold it j

ol n : W old it in trust (after pavment
il grd::;:l[ll{rg)e;?rd“ll)ee whole community, 5o that the entire incrcgrr{em of
i, S [hgugh ree comes the property of the municipality, with the
Wil mot beor i) nis may rise. and even rise considerably. such rise in rent

¢ property of private individuals. but will be applied in

relief of rates. It is this a hi i
onich S e g Powg?pgsmcnt which will be seen 1o give Garden City
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Leasing, rather than selling, municipally owned land seems fo be !h.c prcflerrc‘d
method of land disposition because it provides both a greater measure of u)!ltr() ‘,)Vt[
the use of the land and longer term revenue, which can increase as the land value
increases. Sale of municipal land which had been purchased before its dcvclupmqn
value increased as a result of urban demand is. however, ;mmh_cr way In w}nd: ul_lcdsl
part of the “unearned increment” can be returned to the public. But. obviously. if t‘hc
value of the land continues to rise after the municipality has sold it the public will not
gain all the increment. Both Saskatoon and Regina have adopted policies of selling
their land; while Edmonton, although selling most of its lots, has begun a .small pilot
project of leasing 25 lots in Mill Woods. In Saskatoon a “‘substantial” profit has been
made from its land activities. The money from land sales has been used to build public
facilities and to finance additional land purchases. The City feels that both individual
Jot purchasers and the community-at-large have benefited from the lan.d-prugrum.
Money from land sales in Regina has been ploughed back to finance additional lz_a{nd
purchases in order to continue a program which the City feels has had great benefits.
And revenue from leases and sales in Mill Woods is expected 1o be used to acquire land
in other parts of the City, including perhaps park sites in older, disadvantaged areas. It
is interesting to note that Canadian cities have emphasized the planning and land price
arguments rather than the social equity argument. Nevertheless, it seems apparent that
the social equity argument could well be applied here.

The social equity argument deserves to be taken further than simply saying, us
some of those quoted earlier have implied, that they who improve the Jand and create
the demand should reap the profit. If the argument were left at this point, then it
would follow that the developer who pays for all the services and promotes his
subdivision or new town in such a way as to attract people to a new area (that is, to
create a new urban demand) should capture all the profits. But the social equity
argument is, or in our opinion, should be, predicated on the idea that land is a
community resource — like water or air — and not a commodity - like toothbrushes
or toasters. As acommunity resource, it should not be squandered or sold off to the
highest bidder, but should be used with care. And benefits derived from land should be
shared by the cummunity-at-large. This view of land as a resource rather than a
commodity appears to be gaining support:

We have had quite a shift of opinion in recent years. and people are saying

things they wouldn’t have even breathed a few years ago . . . There are people

who see the possibility of treating land as a natural resource and not as

something to be exploited for the speculative earnings of a few . . .

It may be that the time is coming when public opmion will accept the
government getting involved in land assembly and land development . .. |
suggest this is the way we will probably have to go.! 2°

The arguments against public land banking

o

cach ne
W town should remun in public ownership. there 2

The most frequently voiced arguments favouring public land banking have been
grouped under three major headings — planning. land price control and social equity.
Obviously. there has been considerable opposition to large-scale publi land assembly
and land banking, particularly from large private land dewvelopers m areas of upl;‘l
urban growth. What are the major arguments against it?

Probably the mosi frequently voiced argument ggainst large scale
) , t bix: Land
assembly and land banking as a2 method of lowerning land cosis is that it &s u‘:‘llnt:;tmi

120 Pyl Goyette. (former) managing duwector of the Ontano Housang Corporation. quotcd =

Walter Stewart_op. cir.
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the price wiil be lower.

The one, single course that offers any realistic hope of slowing rising land
values and stopping speculation in our growing cities is the provision by
govemnment of trunk services and transportation links in sufficiently large
suburban areas 10 create an oversupply of developable land."?! ’

While this “solution™ might be helpful in some cases. it is not a complete answer. and
it ignore three basic factors: that normal market mechanisms are not completel

applicable 1o the urban land market: that there may be negative planning results if lh{
supply of serviced land is increased: and that servicing itself increases the value of the

land consequently the pressures for more development.

Knowledge of how the land market operates (and of what factors in
values, and how) 1s still imperfect. Some authorities argue, quite cogent])f] uti!;ielgﬂid
pz_ﬂl:cularly urban land, cannot and should not be left to the normal operz;lion of the’
&ur et. At the most basic level of decreasing price by increasing supply. they argue
at the elementary laws of supply and demand simply do not operate because the

ely inelastic

suppl'y of land, as a commodity unlike sausages or automobiles, is relativ
(1.e.. fixed by nature) and cannot readily be increased: '

With land, especially land on the frin iti i
’ . . ges of cities, this cannot be done |pri
;::':‘m]uct lbc: held gown by increasing the supply in relation to demand], fl(l))r”tC}f:
005 : :;aso? that the supply is fixed and limited by nature. This alone is
evh” and su ficient reason for regarding land as a very special commodit
Thec(:rg:‘:;:m nl::rlii? o l;)c free and uncontrolled operation of the markety
Hewdeiiscny: mechanisms simply do not produce the right answer in

Our discussi anadia
cconumlcglr\;:rll:,c?! :lrwlhe f:nadmn development framework pointed out that good
supply of scrviced Ianda'ys : good planning. Even in those cases, therefore where the
negative planning rcsull:ﬂ\l‘:’l:ilbc erpcased. adopting this course of action might have
other problems vilghi be c '_c perhaps alleviating one problem, the high cost of land
should be llml'l-'.‘d. not cxp;rrlf:ldcgdi)elz:tils;:-pl-flcﬂ;:)cﬂl‘ampIc the size of the centre city’
an nflux of n . . > - al economy could acc
and therefore mﬂf&"ﬂti g; lhc fringe land is excellent agricu};lural orn;)el 'd"-(,omn'!lodalc

serviced and developed. creational land

But probably the strongest reason why increasin,

miay not be an effec :
increxses, the value u}'tllvlz lTrft;h(t))d f:f lowering land Prices 1s that servicing itself both
immediately increases (he prﬂs(u');:?’agcluuln( greater than the cost of the sgemccs) and
reintorce, rather tha s s to develop the area. Bo St

her than reduce, the land cost spiral. Beyond ll'llllso:‘llihew i mayl:vell
: . 1L s necessary 1o ask, as

we did carlier, who sl
. should reap the e
1 . Xlra T f . iy . s s
serIvicir . - onts re e

1 and development of land  (he pnvfle uwners(l:;l‘:’f:f ;:,%lln mclrcased demand,
ic at large?

Abvcnud}mu]m ar

: gument agamst large-scy

q proper role for governmeni Igdadupl;"gfel o Reiclperl
consequently s alimost impuossble .
major thiust of this bulletin has

g the amount of serviced land

: anking is that this is not
o discu:l: is largely a philosophical argument and
Aeegrov ,uwlully here. On the practical side, the

10t only is public land banking a proper
13

Frank Summerhayes, (President

Suidclines needod
for ment Institute, Ontario) “"Long teim

Urban  Develyy
E)pmrm (vol. 11, no. 6, June 1972), ps2.

ban change™, Building Deye,
W R Bryant, op o p. 110,
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— cven restrictive — and that the governmeni need only make more serviced land

availabie m order to lower land prices. If supply is greater than demand. it is argued :
’ way than it has in the past.

" puch. Undoubtedly it would entail a large initial outlay
demonstrated by a number of

" scale. and if the public agency is allowed to engage in profit-ma

ization | erlv. less harmful
role. it is a necessary one if urbanization is (o proceed in a more orderly. less harmtu

nst public land banking 13 that ir would cost (0o
of funds. But. as has been
land banks (in Canada and abroad). land bankmng can
make a profit. If it s undertaken on a large enough
king ventures as well as
non-profit-making ones. the program can be an economic one. Finally. we must take
into consideration the subsequent costs of doing nothing.

A fourth argument against public land banking is that it would ’;cdf;(l"e Iéx::
revenues because publicly owned land would be removed from the rax r'f)lls. d,sl ‘(he
not necessarily happen. since publicly-owned lands are not usually al uweh ; .
fallow, but are leased for a variety of uses. such as farming. Agreements for t e' case
holder to pay taxes are frequently written into the leases. Funherm\lsrcd. “fhch c'ase;
themselves provide a new form of revenue; and so does the sale of any land if the lan
is sold when it is needed for urban development.

A fifth argument against land banking is that government is inefficient. §mcc
government has broader, less easily defined and measured goals than the profit-goal of
private enterprise; and since government decisions are, Of should be subject to greater
public scrutiny and control than private business decisions. government may appear 1o
be less efficient. This seems to be a possible, but not a necessary. condition. Given the
proper administrative structure, properly-defined goals. and appropniate ways of
measuring success, government should be able to operate “efficiently”". Furthermore,
as we have discussed earlier, the public sector has certan potential advantages over the
private sector in land development: it can eliminate much of the risk involved by
determining the direction of growth; it can expropriate land, lhl‘.l; Frevcmmg hold-outs
from raising land-assembly costs: and 1t has lower holding costs.

A sixth argument against public land-banking is that by taking the profit incentive
out of land, it will deprive the land development industry of creative leadership and
innovation. This is as much a philosophical as a practical argument since 1t 1s about
what motivates people. Money is not the sole motivation for all human endeavour. and
private industry does not have a monopoly on innovation. A scientist in the public
employ, for example, can be rewarded as much by honour and prestige as by moncy.
There is no reason why innovation cannot be recognized and c¢ncouraged by
government.

Finally, a seventh argument against public land banking is that the desired goals
can be attained by other means,'*¥ such as development controls, legal controls, fiscal

123 The success of Saskatoon officials has demonstrated that the publik sector can operate
efficiently. The Briuish Land Commission (discussed in greater detail below), however, v a
good example of government inefficiency, which resulted lasgely from an improper analy ws of
what role the Commission would have to play and insutficient atiention beng pawd to the
powers and special staff skills necessary for the Commussion to be able to play that role
successtully

Ihe authors of Suburban land Development. op. cit . p xm, concluded that “public land
banks are not a necessary prerequinite for orderly land development and should be caretully
examined before being considered While the idea of having & mumiapabity provide  the
majorty of lots required s sppealing, consideration must be given 1o the pricing sy stem (o e
tollowed, the source of expertise to operate the program, and the means of iinanaing the land
holdigs Based on the evidence available, the resulis obtainable under o muneapal land bank
program could be achieved under the present sy stem mmcorporating the resommendatons
mdicated above  Purther, the recommendations mentioned above are applic sble throughout
the entire urban zone whereas land banking would most digestly afteat the urhan fnnge where
oew development mainly ovcurs  The British Columibia study, however, did not speaitislly
ivestigate land banking Some of the other detahy imentioned are discuswed 1 the Tollowing
sohion of this ieport

A third major argument agai

not only be self-sustaining, it can
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policies and so on. This may be true. But a number of investigators who have looked
into alternative meqhumsms have concluded that public land assembly and lang
banking is a crucial tool for controlling urban development, ensuring the
unpl_emcnlqhon of plans, lowering or stabilizing land prices, lowering housing and
pub‘hc services costs, and sharing ““unearned increments” resulting from urbanization
'thmm' certain 111:2; a;ny lland banking program must be supplemented by various other'
chanisms, and that the precise mixture will depend on wha C : i
is designed to achieve. P { precise goals the el
Public land asse : anking is h:
b nibl'y and land banking is hardly a cure-all for urban ills, [t js
e L q_gn y versatile lrool that can be used to accomplish a number of objectives
- I'he success of any land banking scheme d d 3 isi
how policy-makers deal wi y i S obloms, Too e, on
0 ith a whole range of operational probl gl t
of this report identifies a n e e Ry Lls Tl seetion
umber of problems that must be fac
aced, and s
prerequisites of any successful land banking program. CRCr A samis of ihe

PUBLIC LAND BANKING - SOME POLICY QUESTIONS
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How should a public land banking policy be administered?
‘ - at number of possible administrative
up. gll':leorte]gdtrﬁeamg;jeor questions topbe addressed are: what ]evellof fgo&ler.n]menl):l:](‘):til;?
- > a ’ .
operate the land banking? (It could be 'dmlmSthCd. by ne' edera P[:; ]lld o
regional, or municipal level or by a combination of these): an_d what po:iv?‘rs s l v .
administrative structure be given? The answer to these questions depend largely on th
purpose of the land banking.
There are a number of foreign and domestic alternatives which show how a lanld
bank could be operated. In Britain there are two different types of structure that
might be of interest to policy-makers here. First is the new town dCVClOpF.T]'enl
corporation. British new town policy is primarily flemgned {o attain national goals: and
basic policy decisions about where new towns will be located, hqw large they wnl_] be
and so on. are made by the national government. The specific implementation,
however. is done by ad hoc new town development corporations. Normally one is sct
up for each project. and appointed and financed by the Ministry of Housing and Local
Government. Subject to approval by the Ministry, these corporations are given broad
powers to acquire sites, by voluntary or compulsory purchase; to plan and to ovcr-rlulg
local planning controls; and to undertake all the necessary kinds of development.
These corporations have apparently been quite successful.
The second British structure is the British Land Commission.! 2 created by the
Labour Government in 1967 and dissolved by the Conservative Government in 1970.
The Land Commission had two basic functions: to administer the betterment levy and
to act as a state-owned land trading corporation, having the powers to buy (by
voluntary or compulsory purchase), develop and dispose of land to either private or
public sector developers. The Commission was not designed as a land nationalization
vehicle or as a land banker. It was created as a means of facilitating development where
planning permission for such development was in force. It was supposed to act
decisively against private land owners who were hoarding land of strategic value and
who were, therefore, inhibiting development. The Commission was not given power to
override local planning decisions; and was expected to work closely in co-operation

with local authorities.
In short, as a land trading corporation, the Commission was to work
hand-in-glove with local authorities and private sector develpers to secure
comprehensive development of the right land, in the right location and at the
right time. It was to correct, not abrogate, the operation of the land market.
Like the land planning system, it assumed the continuation of the system of
private ownership of land.’

According to Professor Hefferon: “As a land trading corporation. the Commission
was a spectacular failure”.'2® The reasons for this failure are instructive. First. the
Commission could not act effectively against land hoarders in the few cases where
hoarding of land could be identified as being of strategic importance for development.
The compulsory purchase procedure, even when supported by the local planning

authonty, was cumbersome, costly and time-consuming. Without a stream-lined

structures that could be set

:z: Osborn and Whittick, op. cit.. and Clapp. op. cit.
This discussion 1s based on two sources: Dennis C * "
v r : - Hefferon. “The British Land Comm I
;rrl L:Dafcldman & Associates, A Survey of Alternative Urban Policies (Ottawa. 197 I';?gl
s agl Dennis C. Hefferon, T’!c British Land Commission and the Betterment [l.cvy
o pu t(shiid :rudy prepared for Central Mortgage and Housing Corporation. 1972
ennis C. Hefferon, The Bri J , :
128 o s, € British Land Commuission and the Betterment Levy, up. cil.
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compulsory purchase procedure, the Commission would have to rely heavil
acquision by private purchase. But. as Professor Hefferon points out, “its organ; i
powers and staff did not allow it to move effectively and speedily in this w-lza-t’:%nv
The (‘mnnus_.\‘ion. and the legislation establishing it. were based on the Wn);] = ;
The major factor lmiting the supply of land for development was not ig,Prcmxe‘ .
Jloardmg. by private developers, but restrictive planning by local au[hm_;ﬂge-scale»
(on}nuss‘mn. theretore, rather than working with local authorities often t o2 T
contronting them. with nadequate powers to do so successl‘ul]‘y (the 0}['”("
override local planning decisions). Y could
Furthermore, the Commission could not act effectively as
corporation, The_ COIMIMIssion was too highly centralized to be able
decisions. Its staff was appointed according to civil service regulations
transferred !rom _oﬂ]er departments. Only a very small number had had any experi
:Vol:xh lgi:in(\jvx;leiq}“]%l{tm“n—wmgcmcm and disposal techniques. This lacl; gf zfsgﬁ?ce
rmnl: R ubldc ;:(: Oot Mo?l!gqge about_ local conditions, prevented the Con.mmsi(s:;
a matter of policy L!);Jn,!ée’;-tilfltul::f;)c’- lll:;,s"ltu'“y‘ mothod: GiEency, the COInlnissio}L P
private developers. This, too, put the C?)m&;:s?o:rzttlzlnogissug’v‘;tn ?;ge frcquenl]y e By

Despite the f: j itis i
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What powers should the land banking agency have? If, as we recommend. 1t is a
multi-purpose land-banking operation, the agency should certainly have the powers
necessary to buy, sell, manage apd develop land. It should have the power to
expropriate land, with adequate safeguards and appeal procedures. for multi-purpose
urban development. It should have the ability to act quickly and effectively in
acquiring land, so that it can compete with other land traders.

Some argue that the agency should have the power to ove:—nde local zoning u‘nd
building laws. (The New York State Urban Development Corporation and the British
New Town Development Corporations have this power; l]lC.BrlllSII Land Commission
did not, and appear, to have been hampered by this restriction). This power could aid
both the swiftness and the quality of the ultimate development, by allowing the
agency to overcome obstructive and possibly out-dated local regulations. But. unless
there are appropriate safeguards, such powers could also lead to rather ruthless
operation and disregard of local opinions.

Some also argue that municipalities should have the power to purchase land
outside their present boundaries. This extraterritorial purchase power has been
important for Stockholm and Saskatoon and makes sense if the municipality is buying
land for future development, much of which will probably occur beyond present
boundaries. On the other hand, if the purchasing agent is a provincial department or
agency, rather than a municipal one, the power is automatic. And if the purchasing
agent is a regional government, the power may be unnecessary if the region already
contains large amounts of undeveloped land.

The other powers will depend on what the agency is supposed to accomplish and
on the answers to such questions as whether or not the agency will ultimately develop
the land; whether or not the agency is supposed to develop policy and should have a
planning capability; how the land is disposed of (whether it is sold or leased): whether
the operations are to be subsidized, non-profit but self-sufficient, or profit-making,
and so on.

What land and how much land should be purchased and banked?

Again, this depends on the policy goals. But any land banking program must be
sccurely linked to and guided by clear planning goals as set down in a regional plan (or
local plan, if the bank is a local one). Ontario is developing such plans, which should
lacilitate the development and implementation of a land banking program. Any land
bank ulso obviously depends on there being adequate vacant land in the right
locations. And finally, the amount of land needed will depend on the purpose of the
bank. It the purpose, for example, is simply to acquire land for future recreational
purposes, then only prime recreational land should be purchased: if the purpose is to
introduce competition into the land market perhaps 207 1o 305 of the land should
be publicly-owned: and il the purpose is to develop and maintain public control over
entire new towns, then sites for entire new towns should be purchased.

How should the public land bank be financed?

~ Although details of a financial plan are not specified here, there are a fow broad
’||1.|lmuplcs that can be stated. There should be adequate funding for the purpose stated.
Thi seems (oo obvious (o be mentioned, but 0o often grandiose schemes are
announced while only paltry funding is appropriated,

; Stustained uu_d relatively  predictable Junding is essential. and bankimg is a
ang-term operation and must therefore have long-term tunding. Tt cannot operate
suceesstully i the amount of funding vises or falls unpredictably from yeam-to-year,
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The operation should be large enough so that transactions can be ba
against each other. This is necessary so that each individual transaction does
to break even or make a profit. A profit from some transactions can off-set (orz
losses on others. Stockholm, for example, aggregates the land costs so that ren
particular sites do not have to return the acquisition costs to the City.'31 g
levels of governmen: will probably be involved in funding land banking. This has b
the case in each of the Canadian land banks discussed in this report. The Mill Woe
Project would have been impossible without provincial support (federal support w
also obtained some time after the project was initiated by the city and the provinee)
It is useful to note that Edmonton is purchasing the land from the Alberta Housis
Corporation over the next 15 years so that ultimately the City will own the land an
the province will recover its investment. Edmonton is planning to set up a fund f
land acquisition in other parts of the city. Saskatoon has some land which it
purchased on its own and some which it has acquired jointly with the province
federal government. The City criticized the Central Mortgage and Housing Corporatior
for being too rigid in applying nation-wide rules: for example, they recommended t
the pricing policies should be more flexible.!*2 (The City should be allowed to se
above cost as well as at cost, as specified in the legislation.) Regina finances its lan
bank both by a special fund established for land acquisition (to which all funds from
sale and lease of City-owned property are channelled) and by joint projects. i

_ ~Cerlginly,‘ if a provincial land banking program is established in Ontario, flexib
in financing will be essential in order to recognize regional differences.

Should the land be sold or leased?

in making home purchase possible for m

oderate income families.
been the normal method of land disposal i g ey Heser,

n Canadian land banks.
How much will the land sell (or lease) for?

- ]s::;&r;gbilpnc:‘ng p?chy is another crucial matter. Again, whether the land is sold "
s OW cost, at cost, above cost but below market value, or at market value,:j

will d ai i

b ! c;')ﬁngrggdlg;; dl;{:nssc(;lii“‘:f f(r)olgram. If the aim is to provide low cost housing, the
v al cost, or aim is i :

wmpc"ylmon 16 the land prhes s even below cost; if the aim is to introduce

markot vaues: oo nd market, t land might be sold above cost but below present
e A ’Flcijim c plr'J]rfu'ry 4lm is Lo generate revenue, the land might be sold at
probably have several dlyffvg:cndtg:}ﬂlbell: prerequisite, since the land banking policy will 3
cllec_' various pricing schemes will ha ]S'.dbove all, essential ‘0 try to anticipate what$
policics,
H ) .
0w can speculation after the /nttial transaction pe avoided?
It has been sugpesie i |
| suggested that even if public !
ﬂ’.’;‘i‘“' purchaser, at some time in lhcl}ulurc
131

and banking lowers the cost of land to .
someone will make a wind-fall profit by

The Crty of Suskatoon, General Submission op.cit,p 4

132 Strong, op. e . p.40
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lling at market prices. This assumes that the land will be sold, that the land bank
(S:leoes not lower land costs in general and that the market value is higher than the sale
price. These assumptions may not be valid.

The surest way to avoid this type of future speculation, however, is not to sell the
land; but to lease it. But if land is sold, rather than leased, this re-selling could be a real
problem; and ways of preventing future speculation of this type must be investigated.

How can the secrecy needed for real estate transactions be recqnciled with the
democratic desire for openness and public scrutiny of government actions?

Undoubtedly a considerable measure of secrecy is necessary if speculative laln;l
dealing in areas of government land pyrchase is to be avoided ar!d if thcdgogerpmen '15
to be able to act quickly and efficnently.lThe Edmomqn Mill Woo sﬂr.o]ec[ ava?
shrouded in secrecy, and even there speculation was not entirely av01'ded. ’11st(‘)n ic
between the need for both secrecy and public scrutiny is a very real on.e jl?dd W-th
hard one to resolve. Perhaps if the land banking policy is clearly slulftd d-nbl a 'equadc
appeal procedures are available, the administrators can be given consndef{d de'hn'llu e
in implementing the policy, operating in relative secrecy in previously defined areas.

CONCLUSION AND RECOMMENDATIONS

As this report has shown, urbanization in areas }{ke southern Ontario ha.s b_een
accompanied by many problems — skyrocketing land prices, rampant land'spcc.ulialliond
rising housing and public service costs, premature conversion of prime agricultural an
recreational land into urban uses, unstructured urban development, and so on. Many
of these problems stem from the relative scarcity of urban land and from the riolfe_.s
generally adopted by the private and public sectors in the land development Pro;esz
Basically, the role of the private sector has been to initiate and carry out urb‘fr{ an
development and to make a profit on that development. The role of the publ‘lu sec’lor
has usually been to stimulate private enterprise, to be the developer of last 'rcs(.:»rt, dnq
to provide only negative controls over private development. The short-comings of this
approach have been documented in this issue of Civic Affairs.

How can some of the major problems associated with present forms of
urbanization be solved? This Bulletin has shown that large-scale public land assembly
and land banking schemes, by involving the public sector at an earlier stage of the
urban land development process, and in a more positive and more active manner, can
alleviate at least some of the problems. It is not a cure-all; but it is a useful tool.
Several foreign and domestic land banking schemes have demonstrated the bm]qf:txs
that can be obtained. Among these benefits are: ensuring plan implementation;
encouraging comprehensive and flexible planning, including broad social, as well as
economic goals in plans; limiting the land cost spiral; lowering housing and public
service costs; and distributing urban land development benefits more cquitably.

The Province of Ontario, particularly southern Ontario, has been experiencing the
pressures and problems of rapid, extensive urbanization. Over the ycars the Province
has been involved in a number of land assembly and land banking schemes, but
generally these have been used for separate and distinct purposes  for highways, for
general government needs, for parks, for low-income housing. More recently, to judge
by the issuance of regional plans such as the Toronto-Centred Plan and by the lund
assembly project in North Pickering, the Province has apparently recogmized the need
for a more active, positive government role in urban land development. Unfortunately.
the public land assembly and land banking activity is still largely fragmented, himited
N scope, and single-purpose. In order to ensure that the regional plans are
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implemented. that proper public control is exercised over urban development, and that
the general public benefits from the development of land — which should be regarded
as 4 community resource rather than a commodity — the Bureau recommends that g
Province of Ontariv formulate and adopt a policy for comprehensive, multi-purpe
urban land banking.

Most other details of the Jand banking policy, such as the powers 10 be given to'
the agency administering it and the financing and pricing schemes adopted, will
depend on precisely what the land bank is supposed to accomplish. The Bureau
recommends. therefore. that the goals of the policy be clearly stated and the other
aspects of the policy be directly related to these goals. There are many possible goals, *
most of which have been outlined by this study. Although the Bureau will not '
recommend all the specific goals that should be adopted, we do recommend that the |
broad goals of a public land banking policy be to control urban development; to limit
land. housing and public service costs; and to distribute benefits from land
development more equitably.

Although the policy should be formulated and co-ordinated by the Province, it:
should recognize possible regional differences in aims and administrative details. The
Burcau therefore recommends that a two-tier system be adopted, with a central,
provincial ageney being responsible for broad policy formulation and allocation of
Junds, and regional or municipal agencies being responsible for adapting a
implementing the policy in their respective areas. To make regional adaptati
possible, the Bureau also recommends that there be flexibility in the aims, powers,
financing schemes, and pricing schemes adopted. 4

While financing schemes are not specified in detail, several broad pinciples should
be adopted. The Burcau recommends, therefore, that the funding be adequate for the.
purposes stated. that funding be sustained and relatively predictable; and that the?
operations be large enough so that transactions can be aggregated and balanced off
against cach other.

Fmally, although sale of land has been the normal method of land disposal in
Canadian land banks. leasing provides greater public control. greater flexibility for
adapting 1o future changes and longer term revenue. The Bureau recommends that |
leasing schemes be formulated and adopted for much of the land assembled for urban
development. ¥
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