
HRM Tax Reformðan Alternative View 

Page 1 of 18   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

HRM Tax Reform ï An Alternative View 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



HRM Tax Reformðan Alternative View 

Page 2 of 18   

Executive Summary  

 

The following is a report on municipal tax issues for HRM by a former tax reform committee 

member, Andrew J Murphy.  Mr. Murphy is a practicing chartered accountant.  His 

educational background includes an honours degree in finance from Dalhousie University. 
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Halifax Regional Municipality, Background 

 

More than a decade ago the former municipal units of Halifax, Dartmouth, Bedford and the 

remaining part of Halifax County were amalgamated into one entity known as the Halifax 

Regional Municipality (HRM).  The new entity has three main settlement patterns: urban, 

suburban and rural.  HRM, if it was actually a city, would be one of the largest in the world.  

We are bigger than any Canadian city, including Toronto, Montreal and Vancouver.  Indeed 

we are bigger than Paris, London and Los Angeles combined. 

 

Unfortunately if one looks at population density one quickly sees the defining characteristic of 

HRM.  While Vancouver has a population density per square kilometer of 5,395, HRM has 

only 74 persons.  Based on its settlement pattern HRM is perhaps best described not as a city 

but as a large county, which happens to have a city in it.  Appendix 1 shows various city sizes 

and population densities. 

 

 

HRM and its existing tax collection system, the actual problem 

 

HRM, in common with many municipalities, uses an assessment-based property tax system to 

levy taxes, which are used to provide services to residents.  Assessment-based systems are 

always subject to criticism, simply because it is difficult to annually appraise hundreds of 

thousands of different properties fairly, accurately and consistently year after year. 

 

Above and beyond this criticism of assessment-based systems is a problem aggravated by the 

nature of HRMôs size and settlement pattern; all assessment-based taxation systems have little 

or no link to the cost of providing services. 

 

The built-in bias has much less to do with the relative wealth of the homeowner, and more to 

do with the actual type of housing.  As an example, Appendix 2 compares the taxation of the 

average-sized Summer Gardens condominium (Spring Garden Road) with last yearôs QEII 

million-dollar dream home at Voyageur Estates.  Both units have similar assessments.  The 

million-dollar dream home assessed at $771,800 has a rather obvious $200,000 + assessment 

error but this is not the real problem.  The problem is in the relative efficiency of the two 

types of settlement.  Summer Gardens has 120 units built on 65,435 square feet of land or 545 

feet of land per unit.  The suburban dream home occupies 80,363 square feet of land, or in 

excess of 147 times the land used by the urban condo.   

 

The cost to deliver many city-like services increases with distance between dwellings.  For 

example the cost of collection of garbage, maintenance of roads, and the provision of busing 

all go up as density decreases. 

 

Another example of the problem with assessment-based systems can be illustrated by 

comparing taxes raised from 1801 Hollis Street in downtown Halifax with the retained portion 

of the newly built Dartmouth Crossing.  1801 Hollis has a 2009 $29 million dollar assessment 

on 18,000 square feet of land.  The retained portion of Dartmouth Crossing, which is on 

1,550,000 square feet of land has a 2009 $36 million dollar assessment.  That means 1801ôs 
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pays $1674 per square foot in property taxes, while Dartmouth Crossingôs tax bill is 72 times 

smaller at $23 per square foot. 

 

The comparison of these two assessments is shown in Appendix 3. 

 

The problem of the assessment verses settlement pattern bias translates directly from the 

above micro analysis to the macro level.  Appendix 4 shows the assessments and taxes 

collected by councilor district.  Taxes are not collected evenly.  $47 million comes from 

downtown Halifax, an area of approximately four square kilometers or $12 million per 

kilometer.  Compare this to District One with $10 million collected from perhaps 2,500 

square kilometers or $4,000 per kilometer.  Of course, this difference, which is in the 

magnitude of 3,000 times, would only be relevant in light of what it costs to deliver municipal 

services to the different areas. 

 

 

Settlement pattern and the relative costs of providing services 

 

Trying to find out what it costs to run different parts of HRM is a frustrating exercise.  Even 

though HRM, between its operating budget and its capital budget, spends almost ¾ of a 

billion dollars annually they do not actually gather information in their accounting system to 

know how much they spend in one district or another.  Accounting divisions are numerous but 

are not functional or consistent.  Roads are accounted for in three districts: western, central 

and easternðwhile garbage information is collected in 13 different areas.  HRM does not 

know the relative costs of providing policing and fire services to different areas.   One might 

conclude that the cost to fire protect a sprinkler-alarmed condo building on an acre-and-a-half 

of land is probably less than 120 homes located out in the woods on perhaps 500 acres of 

land. But the City does not have accounting information to determine if this is accurate. 

 

That different settlement patterns in HRM cost different amounts is, however, established. In 

April of 2005 HRM published ñSettlement Patterns and Form with Service Cost Analysisò. 

Page 11 of this publication noted that while it costs $1,416 per condo (Pattern G3 urban, high 

density 92 persons per acre), suburban development costs of $3,462 per house are almost 2 ½ 

times higher (Pattern C1 suburban 16 people per acre). 

 

This report is shown in Appendix 5 
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Infrastructure charges compound problems with HRMôs assessment-based taxation 

system 

 

In addition to providing ongoing services to residents, municipal governments have to invest 

in capital infrastructure to support continued growth.  Thus, when a new subdivision is built 

all sorts of costs occur outside of the actual subdivision.  Required are new roads, schools, fire 

stations, sewage pumping stations and other such overhead.  If  HRM continues to expand off 

of the peninsula, then a new two billion dollar bridge will eventually be needed to handle the 

suburban-generated automobile traffic. 

 

Infrastructure changes are common in other cities in Canada.  Appendix 6 is a report prepared 

for HRM ñFinal Report Infrastructure Charges Studyò.  On page 4-11 of that report is shown 

typical changes for a single detached unit in south western Ontario cities.  Typically these are 

in excess of $20,000 per unit.  HRM presently charges $3,000 for the same unit. 

 

So why is this a problem? 

 

New suburban homes generate a need for new infrastructure in excess of $20,000 per home.  

With our assessment-based tax system based on a provincially imposed single mill rate 

taxation factor, suburban homes will never come close to covering their costs of servicing, let 

alone recover the hundreds of millions in capital costs to let the sprawl continue. 

 

The result is that dense efficient urban development subsidizes the building of expensive to 

service suburban sprawl.  Because we are one of the largest cities in the world, by land area, 

we can sprawl almost forever. 

 

 

HRMôs current tax system, an analogy 

 

HRMôs present assessment-based taxation system can best be explained by comparing it to a 

grocery store that decided to sell all of its products at the same price per pound.  Under this 

system a pound of rice would cost the same as a pound of prime rib roast. 

 

The obvious problem with this model is that different groceries actually cost different 

amounts to supply--with meat costing much more than rice.  This keeps the customer from 

showing up at the cash register with just the expensive meat rather than with the cost effective 

and healthier rice.  Using different prices also keeps the grocery store in business. 

 

Under HRMôs assessment-based taxation system there is no link to the cost of providing 

services.  A citizen with a five-acre lot with 400-feet of road and sidewalk to maintain fails to 

see that 120 residents of a condo incur the cost of a third of that same frontage.  The condo 

owner may easily be paying just as much civic tax as the homeowner on the 5-acre lot, but 

will end up paying 360 times more for the actual road frontage he lives on. 
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Spending other peopleôs money: bus policy in HRM  

 

In the past few years much debate has been made concerning the extension of bus services to 

suburban and rural areas of the municipality.  Not often is the actual cost of this service 

extension exactly identified. 

 

Recently bus service was extended to two rural areas of HRM.  When it appeared that the 

service would be paid for by an area rate the residents and the councilor didnôt want the 

service.  A number of years ago a similar decision occurred in an election plebiscite.  In the 

recent example, most of the service extension will be paid by a general rate increase with an 

area rate charged to residents who live within a kilometer of the bus stop.  Since most 

residents in the rural area do not live within a kilometer of a bus stop the end result is that 

taxes will go up in the urban areas by as much as $300 per typical dwelling.  In the rural areas 

which will receive the new bus service, taxes will actually drop. 

 

Areas of Halifax County, which have never had city-like services, have now come to expect 

those services without any regard to their cost.  The grocery store customer, used to paying 

for his groceries by the pound, now wants even more meat. 

 

 

HRM tax policy and the environment 

 

It should be clear by now that HRMôs present tax policy actually subsidizes urban sprawl.  

Large hard-to-service suburban homes are favoured over densely settled forms of 

development such as condominiums.  Without an adequate infrastructure charge, HRM 

actually invests 10ôs of millions of dollars in this suburban sprawl with no chance of 

recovering this investment given the existing tax structure.  Instead of building a densely 

settled, compact, efficient city we are making a multi-million dollar bet on the automobile.  

This decision to build a vast and sprawling city may come back to haunt us if energy prices 

rise or if the world gets tough on carbon emissions. 

 

 

Who needs a city anyway? 

 

In Nova Scotia there is some considerable debate over the need for cities.  One might ask why 

do you need a downtown anyway? Why not continue to build up the suburban areas? 

 

One reason is proven time and again the world over: cities are the engines of economic 

growth.  The establishment and maintenance of a vibrant urban area is vital to the continued 

success of this province. 

 

Another reason is that young people the world over are attracted to vibrant, effective cities.  

With a steadily ageing and dwindling population, Nova Scotia is sitting on a demographic 

time bomb.  Unless we can attract young people and immigrants to Nova Scotia we will not 

only depopulate, we will also encounter shortages of working-age people in approximately 10 

years as our existing population ages and stops working. 
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A further problem with our assessment-based system is the assessment cap programðin 

which the tax you pay on your home remains fixed or capped as long as you donôt sell your 

home.  Already there is as much as a 33% variance in taxes on identical houses on the same 

street, all dependant on when the occupant purchased the house.  This has huge ramifications 

for the future. In a province that will rely on a new influx of people, the cap program will 

serve as an expensive and potentially crippling tax on new entrants trying to buy a home.  

Sadly, this disparity in taxation under the cap program is only growing larger by the year. 

 

 

Taxes and the urban core; an oddly directed subsidy 

 

Amalgamation has not been kind to the urban core.  Even though we know that dense efficient 

development is more cost effective to service we draw a higher proportion of taxes from the 

core. (Appendix 4) 

 

Most of the growth in HRM in the past number of years has been in the expensive to service 

suburbs.  Because of the lack of adequate capital infrastructure charges the urban core is 

actually being taxed to pay for the expensive urban sprawl, none of which is self-sustaining 

let alone able to repay the capital needed for its establishment. 

 

Commercially, the urban core is under stress.  As shown in Appendix 2, dense and efficient 

commercial property in the core is taxed as much as 70 times higher than in the suburbs.  

(1801 Hollis compared to Dartmouth Crossing)  

 

No new office buildings have been built in the past 20 years in the downtown core area.  All 

the recent growth in offices has been in the tax-favored suburban areas.  The retail sectorôs 

shift from the downtown core and centrally located malls has been even more dramatic.  This 

hollowing out effect is well known and has been observed in many other cities, particularly in 

the United States.   

 

Bernie Smith, the executive director of the Spring Garden Merchants Association has noted 

the fallout of this taxation effect. Stores in his district can easily be paying 20 times more tax 

per square foot than comparable industrial park retail space.  He politely calls this the ñdonut 

effectò, where through the imposition of higher taxes the retail and office tenants flee the core 

to the suburbs, leaving just a hollow space remaining.   

 

Mr. Smith may be too polite with his metaphor.  None of the excess tax raised in the 

downtown core area is actually spent in that area.  It goes to subsidize the competition for the 

downtown by the suburban business parks.  The downtown is actually financing and paying 

for its own demise.  As such the situation is perhaps better described, not as a donut, but by 

way of analogy by describing that gruesome World War II practice where prisoners were 

made to dig their own graves before being shot by the enemy.  For a sad and stark example of 

this tax strategy and its effect, one should look no further than downtown Dartmouth. 
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There is a further dimension to this problem.  Appendix 6 shows a comparison of taxation of 

Wal-Mart in Bayers Lake and the Kings Palace restaurant on Quinpool Road.  On the basis of 

taxes per square foot of land, Kings Palace pays 4.4 times more than Wal-Mart.  Even on the 

basis of building square footage, the locally owned restaurant on Quinpool Road pays almost 

double the tax per square foot of building area than the Wal-Mart location, which is owned by 

the Walton Family, based in Arksansas and one of the wealthiest families in the world.   

 

Unfortunately, this perverse subsidy of non-community-owned businesses is not unusual.  

While perhaps 95% of the properties on Quinpool Road are locally owned, over 95% of 

Burnside Industrial Park and Bayers Lake has been sold to non-residents of Nova Scotia at 

subsidized prices.  At Dartmouth Crossing, which is taxed at 1/3 of Quinpool Road rates and 

70 times less than downtown Halifax, not one square foot of the land in this project is owned 

by anyone who actually lives in HRM.  Instead, the benefit of this subsidy all goes out of the 

province.  Is this subsidy necessary to support a vital industry?  No, by way of example it all 

goes to entities like Wal-Mart who pay their staff near minimum wages to sell goods that are 

not made here but come from offshore places like China. 

 

Recent commercial suburban sprawl developments like Bayers Lake, Burnside Industrial Park 

and Dartmouth Crossing have all come with no charges to these offshore developers for 

needed capital infrastructure.  For example, Dartmouth Crossing may need as many as 15 new 

buses costing $500,000 each.  This $7.5 million investment in buses will need $200,000 each 

to cover the annual loss expected from these suburban routes.  This $3,000,000 annual cost 

for just the buses exceeds the 2009 taxes from as much as half of this new development. 

 

In summary, why would you keep an assessment-based taxation system, which taxes locally 

owned businesses two to three times more than multinational offshore-owned companies?  

Why would you allow the destruction of the urban core through these policies?  Surely we can 

devise tax policies that at least level the playing field between the locally-owned urban 

business and the foreign-owned suburban big box store.  

 

 

 

The current tax reform process ï the fatal flaw 

 

Three years ago, HRM established a tax reform committee composed of area residents, city 

councilors and HRM staff persons.  Some useful work was conducted.  Problems with the 

assessment-based system were identified.  Overall objectives such as ease of calculation, 

transparency as well as fairness were identified as key objectives. 

 

Unfortunately, after a lot of debate and objection from some committee members the reform 

committee chose to put forward a flat tax per house proposal.  This was to be linked to 

services provided to different areas of HRM.  This choice simply and unfortunately fails the 

basic test of fairness.  We simply cannot charge someone living in a 9,000 square foot 

mansion on a 5-acre lake front lot the same tax as someone living in a modest row house in 

poor condition that is 1/10
th
 the size.  The other flaw was that the reform was to be based on 
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services provided--not on the cost of the services provided so that there would still be no 

incentive to tax favor efficient compact development. 

 

 

 

 

Tax reform and municipal governance reform ï an impossible task? 

 

Municipal tax reform is not an impossible task to solve.  The major problem of the relentless 

subsidy flowing from the urban core to the suburbs both for commercial and for residential 

taxes could easily be solved in a number of ways. 

 

As identified by Tim Bosquet of The Coast, HRM could approach the province to get 

permission to have different mill rates that varied with different settlement patterns and cost 

structures.  Suburbanites would still be able to live on 5-acre lots in estate-like conditions; 

they would just pay a different tax rate that reflected the obvious different costs of servicing 

large spread out areas compared to dense efficient urban development. 

 

Another solution is to charge taxes on a per square foot basis with an adjustment for land size.  

Then the person living in the 9,000 square foot house on the 225,000 thousand square foot lot 

would pay more taxes than someone living in a 1,000 square foot apartment on 550 square 

feet of land. 

 

One could also build in a tax system which protects less fortunate residents.  A higher rate of 

tax on luxury homes could be charged and used to subsidize those living in more modest 

circumstances.   

 

Another way to solve the problem would be to change the whole governance structure of 

HRM.  The present ineffective and unwieldy council structure could be split into three 

councils: urban, suburban and rural.  These councils would set their own tax rates and decide 

on their own service levels. 

 

In this case, the famous cat debate would be solved much more efficiently.  There would be 

an urban, suburban and rural set of cat policies all of which could be different. 

 

Under this scenario, if a developer wanted to put a new 1,000 house subdivision in the 

suburban area he would have to cover the capital costs and the ongoing servicing costs.  

Otherwise, the suburbanites could approach the urban core council with an urgent request for 

a subsidy for the new 4,000 square foot dream homes on 5-acre estate lots.  Presumably the 

urban council would look at the $20 million dollar capital infrastructure investment with no 

chance of recovery, as well as the ongoing subsidy of $3-5 thousand per house per year for 

these upper middle class residents--and get back to them with a fair and timely response. 

 

This in no way is an argument against amalgamation.  The overall council would still meet on 

a regular basis to decide citywide issues.  This would allow more time to focus on the actual 

important issues.  It would also mean that local issues would be solved by local councilors. 
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Farming issues such as noise and smell complaints would, for instance, be decided by rural 

councilors.  Urban councilors would decide building issues such as height and set back 

requirements in the downtown core. 
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Appendix 1.    Various city sizes and population densities 

 

 

 

City 

 

Size, square    

kilometres 

Population Population density per 

square kilometer 

New York City 790 8,000,000 

 

     10,506 

Los Angles 1290 3,800,000        2,945 

 

 

London (greater) 1623 7,556,900       4,656 

Paris 86 2,203,000      25,616 

Vancouver 114    615,000       5,395 

Montreal (Proper) 3838 1,620,000          422 

Halifax Regional 

Municipality (HRM) 

5577   390,000            70 

 

 

Prince Edward Island, 5684   139,900            25 
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Appendix 2.    Taxation Incidence Study, Summer Gardens Condo and the 2009 QEII 

Dream Home 

 

 

Summer Gardens, 120 units, assume average tax bill is $5,000 for a total of $600,000 taxes 

collected. 

 

Land size is 65,435 square feet which is 1.5 acres total or 545 square feet of land per 

dwelling. 

 

Per acre tax yield is $400,000 

 

 

QEII Dream home, one unit, assessed at $771,800, tax bill is approximately $10,000. 

 

Land size is 80,362 square feet which is 1.84 acres 

 

Per acre tax yield is $5,434 

 

 

Conclusion 

 

Based on size of lot this example of dense urban development versus sprawl shows the dense 

urban development paying taxes at the rate of 73 times the sprawl. 

 

 

Other Points 

 

The capital infrastructure to service a development like Summer Gardens is already in place.  

The roads were built generations ago, schools are built as is the police and fire infrastructure.  

Residents can use existing non subsidized bus line routes or walk to existing services.  New 

subdivisions like Voyageur Estates will need all of this infrastructure built at great cost.  
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Appendix 3.    Taxation Incidence study, 1801 Hollis street compared to Dartmouth 

Crossing 

 

 

The 2009 assessment for 1801 Hollis Street, located in the core of Halifaxôs downtown area 

was $29,337,500.  It is built on 18,069 square feet of land.  It is assessed at $1,624 per square 

foot. 

 

The 2009 assessment for the retained portion of Dartmouth Crossing was $36,706,000.  This 

section of Dartmouth Crossing which flows from the restaurants and theatre, through the two 

complete recreated town main streets all the way to the Home Depot pad contains 1,549,987 

square feet of land or 36 acres.   It is assessed at $24 per square foot 

 

The Downtown location is assessed 68 times higher than the suburban retail and office park. 

 

If you were a snow plow contractor how would you like to get paid 68 times more to plow 

half of the 300 running feet of street around 1801 Hollis Street as opposed to having to plow 

all of the streets servicing 36 acres. 
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Appendix 4. Where does the money come from, Assessments and tax collected by 

councilor district  
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Appendix 5. Settlement Pattern and Form With Service Cost Analysis, HRM Report 
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Appendix 6 Final report, Infrastructure Changes Study 

 

 

 


