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FREE-RIDIMG WHLOW RUN AIRFPORT MNEAR DETROIY

Trying to

!N their desperate search for cold cash,
officials of financially strapped cities
have lately been offering much apoc-
alyptic prophecy about the impending
bankrupicy of murdcipsl - governments
{see Tur Namon). Cities have reached
the limit of their taXing powers, they in-
sist, and the Federal Government must
rush to their rescue. Touring New Yaork
City last week to imnpress on the public
the urgency of their plight, the mayors
of eleven cities sounded even gloomier
than wsual. Said Boston's Kevin White:
“Locok, we raise 70% of our money
with the property tax, but half cur prop-
erty is uniaxable and 20% of our peo-
- ple are on welfare. Could you run a
usiness that way?”

One of the major problems is that mu-
nicipal governments depend on property
taxes, mamly from real estate, for an av-
erage ¢ 85% of the mopey that they
raise locally. This year these govern-
ments will collect some $37 billion in
property taxes, up from $22.6 billion
in 1965, But the property-tax system
is a mess. Most fiscal experts agree that
it is disgracefuily administered and un-
fair to millions of individual taxpavers.
Despite the iegal requirement that prop-
erty of equal value must be taxed alike,
a Census Bureau study found that the
typical homeownér can expect a ‘tix
bill that is 20% more—-or less—than it
cught to be. Some big, rich property
owners pay litile or nothing at all.

Erratic Assessments. In greatly dif-
fering ways, the ory for changes in the
propeity tax has been picked up by
men as disparate in their views as Cal-
tfornia Governor Ronald Beagan, Mich-
igan Governor Williamm Milliken, former

Senator Paul Douglas, BEducator Robert -

Hutching and HUD Seécreiary George

Rompey. Ralph Mader has added the re- -

form of property taxes to his roster of
causes, charging that so much business

and industrial real estate is undertaxed

I3

as to consiitute “a’ national scandal of
corrupiion, illegalities and incompe-
tence.” As a resulf, says Nader, “small
businessmen and the owners of houses
are paying nearly one-third more in
taxes to meet local revenue needs.” Prod-
ded by Nader, Maine Senator Edmund
Muskie's Subcommitiee on Iniergovern-
mental Reiztions plans to hold hearings
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! MAMHATIAN'S CHRYSLER BUNBDING
Fenalizing progress, boosfing blight.

on property taxes in several cities this
Spring.
Tax assessmients are erratic and of-

ten wifair, parthy because many fax as-
sestors are ltrained and poorly paid

{average: 6,900} political creafures.

About half of the nation’s 15,000 chief

assessors are elected, bul fow slatss e
quire any professional quatifications for
holding the office. Flouting the law, as.
sessors often appraise properties at wide-
Iy varving {ractions of their true value.
The difficulties of challenging appraisals

Infair Tax
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ave so formidable that the assessors gen-
erally get away with it. .
The tempistions fo favoritism and
bribery are greut. In Seattle and three of
Californiz’s largest counties Years
ago, assessors were caught taking bribes
from tax consultants io lower their ap-
praisals on property owned by national
companies. In Chicago last fall, Cook
County Assessor P Cullerton and sev-

-eral subordinates were acvused of giving

assessment  breaks to the politically
friendly owners of several indusirial and
commercial properties. The upshot was a
6 GO0,000 rise in the valuations for elev-
en buikdings, which will vield the city and
county $1.000,000 a vear more in taxes
unless the owners can persuade the
courts to overturn the increase. The na-
tion needs fewer but better-trained chief
assessors-—certainly no more than one
per county. They should be appointed
and subject to sirict supervision by state
review boards that could also provide
specialized expertise for such complex
tasks as valuing one-of-a-kind industrial
complexes. Among other things, this
wouid make it more difficult for political
machines to sell underassessroent m re-
turn for campaign coniribtiions.
Exemptions Everywhers. Amnother
source of wide inequity is that much
property is tat-exempt. About a third of
such property is owned by-—and often
produces profit for—governmental, reli-
gious, educational or charitable organi-
zations. Measured by jts doliar value,
haif or more of the real estate in Albany
and Ithaca, N.Y., and Washington, Ib.C.,
is tax-free. The Tatio is 339 or more in
New York City, Piitshurgh and Harris-
burg, Pa., and Montp Vi In oa pen-

etrating new book, The Free Lize (Rus-

sell Sape Foundation; $7.50), Fournalist
Alfred Balk argues that the exemprions
have become so large, loose and ingon-
sistent az to hurt ail other properiy-tax-
pavers znd the nation as a whole. Balk
cites several authorirative estimates that
$600 billion worth of resl sstate—one-
third of the U.S. toial-—iz not iaxed at
all. The cost 1n terms of [ost tazes
amponnts 1o $310 a year per (LS. family,
and it is rising,
Balk points out that Manhattan’s 77-

story Chrysler Buoilding pays no prop-
erty tax because iiz collegiate owner,
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ing will soon lose s d;@tmchem az the
world's tallest tax exemption o the 118
siery World Trade Centsr, now rising,
says Balk, “like a tombstone over the
tip of downtown Muarghattan.,” The twin
towers are being built by the gquasi-pub-
hic Port of Mew York Authority, which
is tax-exempt but will make & token pay-
mené for city services.

Obvious Abuses. Inexplicable incon-
sistencies abound. Pennsylvania exempts
properties owned by the Amevican Le-
glion and Veterans of Foreign Wars,
but the Elks, Moose, Bagles and Ma-
sons must pay taxes on their properties.
The Lutheran Church’s profit-making
Augsburvg Publishing House in Minne-
apolis. is exempt, but MNashville's as-
sessor has denied exemption io similar
publishing enterprises of Methodists,
Baptists and Seventh-day Adventists.
The Holiday Inps at Greenville and
Boaz, Ala., pay no taxes because the mu-
nicipalities own them. The University
of Michigan earns a tidy income from
Willow Bun Auport, on which if pays
no property taxes; Michigan Siate Uni-
versity's exempt holdings include a large
department store in Lansing, Thanks to
a charter ¢xemption simular o that of
Cooper Union, NMorthwestern University

for years has ﬁ“\]&)‘jf@d a steady stipend -

from a supermarket, a moedical office cen-
ter and several downtown Chicago of-
fice buildings that ¥ boughi and then
leazed back to corporations.

To end some of the obviocus abuses
in tax exemption, Balk urges states to
narrow the legal definitions of cligible
property. I legislatures insist on 1e-
quiring localities o give exemptions fo
favored groups, he argues, siates shouid
. then reimburse Iocalities for the resulf-
ing tax loss, Most of all, local assessors
should be forced to publish more com-
prehensive and accurate exemption data.
Balk even questions whether federal and
state property should be immune from
local realty taxation, becanse the ar-
rangement often leads to a profligate
waste of expensive land.

Prospects for Overhoul. Sote critics
of the property tax argue that it is s fun-
damentaily unfair that it ought to be
abolished. Property itaxes add an av-
erage 25% to the rent that tenanis pay
and the carrying costs that homeowners
must meet—a higher tax than is founad
on anvthing except alochol, cigareties
apd gasoline. For all its shortcomings,
the property tax ceriamiy will not be
abolished because nobody has devised
an aliernative way fo raise so much rev-
enue. Sull, the entire system needs 4 con-
siderable overhaul.

The most basic step would be fo
chznge the structore of the tax. Realty
taxes are a fasion of two separate levies
—aone on the value of locations and
the other on buildings. Most cities col-
lect two or three times as much tax
from buildings as from the site value
of land. This fow taxation of land re-
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enoungh for a fat profit, A www SO~
sequence of this s “suburban sprawl”
much of which is caused by subdivision
developers moving farther out of fown
to find cheaper while bypassing
wile acreage closer o the iy,

Al the same time, high 1a%es on -
provements discourage both construc-
tion of new buildings and ihe main-
tenance of ,&géna omes. since every im-
provement leads to s higher assessiment,
iandlords too often find i more prof-
iable to let rental houwsing deteriorate
than to modernize . As Housing Con-
sultant Perry Premtice points out: “To-
day's property tax harnesses the profit
motive backward instead of forward,
Therz is pof a city in this couniry that
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Too many poy nothing.
is not making its growth, wban re-
newal and redevelopment problems

worse by the way it misapplies the prop-
erty fax to penalize improvements and
subsidize the misuse of land.”

Most experts want to lighten or even
abolish taxes on buildings and make a
corresponding ingrease in taxes on land.
This would deter land speculation and
force property boiders to put half-idie
meiropolitan property to better tse. The
change would also belp hard-pressed
center cities by giving businessmen more
incentive to keep their corporate head-
quarters and factories in town.

Almost & century ago, EHoonomist
Henry George worp an army of ardent
followers by proposing that governments
raise afl their revenues by doubling the
taxes on land. Mow that federal, state
and local goverminents consumme nearly
of the nation’s GNP,
Geerge’s idea is no longer feastblea. Yet
thers is 2 powerful argument for sharp-

ly increasing land faxes. Says Dick MNet- -

TRV %{"J i E;uiv'ﬁf‘?*g"
mostly because of other g:awpﬁe& mA
vestment, community development and
population growth, not because of ac-
tions by individual owners. The com-
munity as & whole ¢reates the upearned
increments of value, and # has every
right to recaplure ihem by taxation.”
More than that, the public has every
right to a falr shake, and local gov-
ernmenis have every need fo get nid of
the evil side effects of the existing prop-
eriy-tax sysiem.
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