¥ ou would encawrage home, spartment, store and other construction, and

would help to clear shums and blisht sutomatically if vou impose a realty

tax on the land, but not the building. This is the theme ot a new book,
“The Self-Supporting City" soen to be published by the Schalkenbach

The aswmnor of this work here summarizes his ideas

Foundstion.

By GILBERT M. TUCKER

ITH the constant expansmn
¥ of governmental activities, it
15 doubtful # we can hope for any
substantial and permanent ecut in
taxes but it should be }3{;“5}}“16 to
ease the tax burden of the realty
owner. If we must struggle with a
heavy burden it can be carvied far
more casily in a wheelbarrow than
inn our arms; we believe thhi the
real evil of realiy taxation lies more
in the way that taxes are levied than
in their magnitude. Taxes, even
higher than today, conld be im-
posed in a way which would make
them far less onerous 1o legitimate
business.

Consider what we mean by real
cstate — land and buildings, two
things as far apart in their nature
as the poles. Land, the gift of the
Creator s rigidly hnll‘itd bt
buildihgs we can go on erecting
untit the end of time, If we have
ACCEss 10 laud and are mfhng o
work. 'The value of the building is
the produce of individual eneer-
prise while the value of the land is
the product of the common life
and of government. Taxing build-
ings discourages their consivuction,
raises  cosis and  restricis supply;
taxing land values does nov decrease
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the size of the city a particle bue
rather makes land mofe available
by bringing it on the market
City land seldom earns any sub-
stantial income uniess occupied by
a building. There is some demand
for parking lots and when the cir-
Cus comes 1o town, a vacant lot
may earn Si)flif_{hinfg but it is al-
most invariably true that a vacant
city lot brings in Littie but tax bills.
It is true that there may be possi-
bility of prohe, through the en-
hancement of value resuliing from
what others do, but this is not n-
come and 35 justly called upearned
increment, for the vacant lot pro-
duces nothing and earns nothing,
b follpws then that, if building
is impossibie, the land itself be
comes worthless. Thé great diffical-
ty which confronis the real estate
man today is that we so tax build-
mngs that the max-coliector harveses
most of their carnings, leaving so
little to the owner that there is no
prefii or incentive in building. By
a crazy tax sysiem, which penalizes
the use of land, we destroy much,
and sometimes all, of jts value,
Consider three aciual examples,
2l in one ¢ity, bur they can be
duplicated almost (m‘f’mlléflf, There

i a fipe, wide, well-located lot, with
frontage on two good residential
streets where the demand for hous-
ing is apparently limitless. The ot
was sold vears ago for an apart
house development, bat after
razing existing buildings — and de-
siroying whatever value they had —
to cut tax bills, i owas found that
were plans carricd out, taxes would
absorb so large 2 part of the earn
ings of the buildings that the in-
vestment was noL attractive, Events
dragged along, the owners paying
taxes for vyears. Finally, tited of
sending good money after bad, they
gquit. The property is now in for
feiture, s valup totally wiped out,
worth nothing to the owners and
vielding not 2 penny of tax revenue.

A second example iz a house in
the same block, which I {ormerly
owned. It is a fine old house, with
the accent on old. It is obsolete by
today’s standurds and demands and
it is difficult for the- property o
earn its taxes. Were it possibie 1o
replace the old residence by a mod-
ern apartment, for which both loca-
tion and lét are excellent, the prop-
erty should become very profitable,
but high and arbitrary taxation of
improvements  renders  building
practically impossible, and so the
holding was sacrificed for a mere
fraction of what it was once worth.
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The third example is in the out-
skiris {}fz’ the city where there has
beenn = premature subdivision of
butiding lois. There are many of
them aisessed at 5400 each. A very
few are occupied by houses, assessed
at $2,600, and taxed at abour $144
a year — nearly encugh to egual
interesi on their cost. But most of
the lots are vacant, taxed at §16,
and npearly all are delinquent and

“in forfeivure. They arve worth noth-

ing, so long as houses suitable 1o
the focality are prohibitively taxed.
Untax improvements and these lots
wonld find a ready sale. Houses
would spring up like mushrooms
and most of these logs, yielding
nothing in taxes today would be
agzin productive of tax revenue. In
il these instances, and they could
be muliiplied indefinitely, the ef-
fect of waxation of buildings s w
desiroy the value of the land, to cut
tax collections, put realty into “the
dog houge” and aggravaie a terrific
housing problem.

The way to clean up the whaole
dxﬁfuiw is to untax all buildings.
Tax the vacant ot and the lot next
door with 1ts skyscraper the same
and the vacant lot will not long
stand idie. It will pay to build apon
it, whéther the disinict be com-

(Please turn fo page 47}

49(—, 8 Jenuary, 1946 — MNarionarn Reasn Estare anp Boiipng Jousnal



Tax the Land
. {Continued from pege 40)

mereiad or residential. Real eswaie
will again come inte 15 own, 8
values no longer eaten away by an
idiotic tax systern, first consuming
the value of buildings and then of
the land. Who would continue th
maintzin an old rattery, half vacant
not be torn down, as they are roday,
to cut tax bills, letting the Jots stand
idle and vacant.

Were we to untax buildings and
tomparable improvemenis, it would
be necessary to increase the levy on
sites to counterbalance the result-
ing loss of tax revenue, but such an
increase would not offer the slight-
est obstacles to biilding and im-
provement. Rather would the re
verse be true for, instead of a higher
tax an land values being a detervent
to building 1t would give an added
incentive. Property would have to
earn an income to justify its hold-
ing. In New York and in Albany,

for example, it would be necessary-

to double the levy on land values
but go back to cur illustrations and
see how it would work out. Whai
would ji signify if the tax bill on
the big lot were increased from
$2.000 to $4,000, were it possibie
to erect a highly prefitable million
dollar apartment house? As for the
writer's former holding, the tax
would have been increased by about
three hundred dolars a vear, bt
what of it? An untaxed $60,000
apartment would have earned a
very good return. Apd, were it pos

or occupied by Hy-by-night tenans,
paying — or more ofwen jumping -~
nominal rents, were it possible 1w
evect a modern building, for re
sponsible and respeciable tenants,
without increasing the wax costs a
penny? Slums would g0, ton, to b
replaced by modern housing, but
good and useful buildings would
sible to erect untaxed $3%.600 houses
on the cheaper lots, the saving
wotld cover interest and amortiza-
tion on a loan which would make
it possible for many a would-be
house-owner o build.,

Tenants would be better off but
home-owning would be greatly
stimulated. Morigages would be
cheaper and safer and city finances
wouid be stabilized. Municipal im-

rovermnents would be put on a sound
Eusiness-like basis and could be
made not only self-liquidating but
even profitable. Certainly the wwn
with buildings vntaxed, and with
idie and unused land brought onto
the market, would atiract indusiries
and residents and would forge
zhead. That these resulis would tol-
low is not just idie guesswork bui
it.is borne out by experience, wher-
ever programs framed on these prin-
ciples are in effect. Noiably Den-
mark shows what can be expected
- let the doubter investigate for
himself what such reforms have
done in that progressive litle coun-
try. In Picisburgh, a very smail start
has beenr made on a sound program
and it bids fair to blaze the way to
going further.



