LOCAL REVENUE FOR HARD TIMES
by Philip Finkelstein

Fasﬁion is a lwn#y_entemrise. Foilowing the mode is something for folks
who can afford the latest, to wear, to eat, or in government, W‘oen the
ooffers were full fashlons moved qulckly from Washmgton to State Capltols to
city B Halls and back, We all needed the latest, whether it vas PPES, (MB,
Cabmet—style government, citizen participation. Same dictates, like
zerOwbased budgeting, sold as poorly as the Nehru jacket, while others, like

tight Jeans, are tried on by almost everyone whether they fit or not

‘ . In thls latter category, mddled among others by the otherwme sensible
Adv150ry Camission on Intergovernmental Relations (ACIR), the dictum is that -
all governments should be broadly based on a variety of revenue sources. With
an appeal as rational seeming as that of a balanced diet, the fashion of '
tl;_ying. any revenue measure at any level of ‘government found wide favor when
the going was good Income tax became the rule at the state level and at the .
local level was no longer a6 exceéptional. Payrolis, trénsactions, special and
general exci-ses on any and all property and goods oould be levied anytime,
énMere. No jurisdiction could be taken seriously if it had to rely on that
- old standby, the real property tax, unrelieved by a-progressi‘ve- 'acces-sory." As
-long as tﬁe gbing' was good, the notion of— a balanced revenue sou\rce .reoeived
little serutiny, let alone criticism. See urbanists even suggested .that
local tax and debt limits be extended beyond the property tax base and scme,
as we know in New York City, just went ahead and did it, in effect, living
_ without limits on debt or taxes simply because no one, in the public or

privaté finance sectors, had. said that it ocould not be done.
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Now that the city is in subs;tantla]_ flscal—lf not physical-repair, we may
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11 how it all fell apart. The Urban Development Corporation '

locality, Smu.larly, Tresources whose incidence is highly local may be
1nappropr1ate for a higher level Wbose claim to their use is at least
debatable. One example of the latter is the b:.tter dJ.spute between Canada and
its Western provinces over their mineral and energy wealth. An object lesson
in the former is the way New York Clty and State, together with Massachusetts,’
have contrlved by their h1gh taxes On personal income to create that

' convement haven between them known as Ccnnectlcut where successive

progressive admlmstratlons have been clever enough to resist that fashion in

tax policy.

Now that localities are faced with harder times, at least with the

prospect of fewer funds from W, hi.. ton and their states, it may be useful to
| examine some of the options they can exercise by themselves. The flrst

prm(nple, ‘indeed the underlying theme whic_:h should not have to be but sadly



o bears repeating, is that no tax should pe lnposed on_anyﬁhing that can readily
and legitimately escape jurisdiction. 1n its extremis, Nesw York City got |
1egi-slative authority for an estate tax, with the fully predictable‘

Tevenue. Indeed, the more recent growth in that base, with the Manhattan
buiiding boom, has, more than any other factor, oontributéd to the present
surplus in the city's budget. Now the city ig questioning Qhettei:' it needs to
| offer more building incentives, like J-51, bécause‘the property tax hag become
too good to §ive away. While retail sales and stock transfers, ‘along with
Personal income, have also denohstra_ted growth, pérticularly with inflation,

know that b..*dée@rs are not terribly concernad ivitb reL_ating whera {t's

coming from to where it's going. As long as it's there, and more or less in

balance, it need not matter if the revenue side ang the expenditure side are
unrelated. But in fact, and in good econamic, social and political theory,



there is every reason t ‘“elate & revenue source to expenditure need. The best
asg_u:r.ent for t.r_ ferring all income redistribution to the federal level is 7
that the resources of the income ta;c‘are absolutely essential for such
purpdse. ‘Indeed, the very Jmpos1t10n of that tax, properly admlmstered
‘furthers the redistributive effect, For much the same reasons, }.ocal
expenditures should be derived from a 1oca1 revenue base. The services of
local govemxm t*-pcj.ice, fire protection, schools—all have the effect, one
way or another, of enhancihg the value and the desirability of the cctnnmity.
It is fair that the resource most benefited by those services be tapped to pay
" the most for them. wWe need not resort to special assessment districts, e:e:c:eptT '
where the serv1ce is itself special and the benef1c1ar1es limited, like water
and sewer districts, like historically successful California irrigation
districts. Perhaps we can add to that a tra.nsportatlon district, or better
still, snnply assess the value of land as it is enhanced by local and regional
services, including mass transzt and other amenities of access and utlllty.

: Apprcprlate taxation should therefore mean a tax whose m!poSJ.tlon actually
furthers the goals for which 1ts use is projected. A tax on location values :
helps support, protect and enhance those very values, To the extent that .
local property taxes rely on locatlon values, that is good land assessments,
the property tax is probably the k_;est local revenue source.” To the extent
that localities fail to assess land but instead lock to new buildings or
transactions as a way of increasing their bsse cf ratables, the pr(perty tax

is a poor means because it pumshes the very values it seeks to build, such as
good housmg, good comnumties. well -minta,nai improvements and new

development



Fashions tend to ke cyclical. | For governments at all levels, we are
bemg told in Washmgton that less is going to nave to be more and that small
- may be, if not exactly beautlful, at least desz.rable. As one who has never
bought the decentralist dogma, I am nevertheless persuaded that some of lts
principles are worth trying. The notion of appropriate technology or even
appfopriate eize, the right tool for the job, bas a direct parallel here.
There is a right revenue source for local gov-er'ment and it is the only one
 that cannot escape its junsdlctlon, the one w1th the best chance of stability
and growth as a base, and the only one approprxate-for the services its .
proceeds woulé prow.de ‘I‘he tax on land values is therefore the approprlate

. tax and may even came back into fashion after all these years of neglect

(;b



