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Independent University Study

Confirms the Conclusions of Our Studies

Nicholas Tideman and Florenz Plassman (Professor of Economics
and doctoral candidate, respectively, at Virginia Polytechnic Institute and State
University [a.k.a. Virginia Tech]) published a 19-page study dated 10/31/95.
The study compared the then-fifteen two-rate cities in Pennsylvania (now
twenty, soon to be more) with all the then-comparable municipalities in the
state, using data from the U.S. Bureau ofthe Census. Tideman and Plassmann
- wanied to know what the impact of the two-rate land value tax had been. It
comes to the same conclusions of the studies (now 17)which this publication
has printed.

The Tideman-Plassmann study uses highly-technical statistical devices in

order to eliminate any possibility that factors other than the two-rate property

tax affected construction and renovation. This was the conclusion of their
study: | 4 '

"The results say that for all four categories of construction, an in-
crease in the effective tax differential is associated with an increase in
the average value per permit. In the case of residential housing, a 1% in-
crease in the effective tax differential is associated with a 12% increase in the
average value per unit. For the category of nonresidential buildings and resi-
dential nonhouskeeping buildings, a 1%6 increase in the effective tax differential
is associated with a 71% increase in the value per buiiding. For residential
additions, alterations, carports and garages, a 1% increase in the effective tax
differential is associated with a 29% increase in the average value per permit.
For additions, alterations and conversions to nonresidential buildings, a 1% in-
crease in the effective tax differential is associated with a 31% increase in
e e ~, average value per permit. From the
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tax rate on building assessments means | more valuable buildings. But it is nice
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Better Land Utllizatlon ~ A higher . .
tax rate on land-assessments means that We here at 4 7’_' wion have
Tand-sites will be used more (i.e., lessur- | always been concerned that some of
ban sprawl into the clean-and-green coun- | our readers might doubt the conclu-
tryside). sions of our studies on the grounds
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with each of the current 20 two-rate juris-
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have our studies confirmed unbe-

dictions ~ we have hands-on experience
which we would put to your service at no X

knownst to us, by independent uni-
versity researchers.
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'8 times: for 2001,
. Plttsbmgh’s tax rate will have to decline
precipitously, but the city finance de-

erty tax on buildings.

'busmmses‘

A Great Opportunity.

Looms for Pitishurgh .
Allegheny County, Pa., which con-
talns Pittsburgh, is re-assessing prop-

3 erty at 100%of market value; currently,
‘taxable assessmenits areat asmall frac-
tion of tha’z So far, it looks like taxable.

assessmentsin P:Etsburgh will go up. 7*‘“
(}b,kusiy, :

partment can't know riow what those.

rafes will be because thousands of as-"

sessmentappeals will have to be heard /
“before December 2000 (as expected,
sthe public outcry has been tremendous -
“since most property owners think the_'
‘assessors assess the property tax).

‘But this re-assessment prcsents :

T‘Pittsbmghm&lmmpmcedentedoﬂoe-j
in-a-lifetime opportunity: For 2001, the:
}c:ty can maintain revemze neutmlay%.;
even though- =~

(1) itabolishes altogether e {fmp- -

It reduces onero

- all this while actually __c_fy,gf_z,g the

tax rate on land assessments

If the city were toavail itself of this-
once-in-a-lifetime opportunity, many
studies show that most voters would
receive tax reductions from what they
are currently paying, and there would
be a tremendous spurt in new construc-
tion and renovation:

Obviously, other cities can avail
themselves of this opportunity also. The
Center for the Study of Economics
(410-740-1177) stands ready to help
localities set the tax rates they'll need
to accomplish these goals.




- CP.D. Study -

Its Land

New Construction Booms

ALL of Yucentive Taratise's 17 stud-
ies completely substantiate thata spuit
in new construction and renovation fol-
lows the adoption of a buﬂdmg—to—land
swiich in the local property tax. "But,"
say some skeptics, "Fucentive Fasation is.
a two-rate advocate. . We could ex-
pect its studies to support its conten-

tions. What we need is conroboraﬁon :

from an independent source."

~ Well, actually there are many cor- -

roborative studies from independent
sources, many of which have appeared
in back issues of this publication, and

we just now. by pure chance came. .

across another such study, lost inour

very own cavernous files, of all places. -

In September 1985, the Center for

Public Dialogue (10615 Brunswick

Ave., Kensington, Md. 20895, Walter
Rybeck, Director) performed a study
of building-permits issued based en-
tirely on city statistics, which concluded

that building permits increased 245.5%

in the six years after the city increased
its tax millage on land assessments in
1979 without changing its lower tax
millage on building assessments, as
compared to the six years prior to the
land-assessment millage increase. This.

completely supports Jecentive Tavation's -

ﬁb}@msﬁ, s the différence

wkaf is foced? . )ﬁf! mxm whether

on land or pmcfnci;on are paid by
peopfe -

Reply: T matt;ers g{eaﬂy prmple
are taxed on whatthey produce, they'll
pméuce less. Ifthey're taked on their
land value, tlley’li put their land-sites to
afuller use, thereby employing people
and promoting econonnc growth

| te construed s an attempt to quiries invited. Subscrip-
: influence the passage of any tion rate $20f}'1’ © 2(}00
‘Reproduction is permltted :
‘§ the opinions of the authors, pl‘()VldEd credit is given and |

own study of the effects of Plttsbmgh s
1979 land-tax millage increase:on :

building-permits issued and therefore
on new construction. | L
Spurt E)esplte mump
The C.P.D. study also pointed out

that in the six years after 1979, there -

was a nationwide slump in residential
housing. Nevertheless, Pittsburgh reg-
istered a decided post-land-tax con-
struction increase.

Juceative Taration researchers have

found that the increase in land-assess--

ment tax rates have a greater pro-busi-
ness effect than even a decrease in

building-assessment tax rates. Keep

in mind that in 1979, Pittsburgh didn't
lower its building-assessmient tax rate;

it just 1ncreased its land assessment
tax rate. - :

City officials wanimg to shlﬁ some
of their local property tax from build-
ings to land should first contact %eces-
tive Taxation. We have worked with
each of the 20 two-rate jurisdictions

and so have hands-on irnplementaﬁonv

experience. |
Copies of the C.P.D. study are
available from %eeentive Favation at $5/

Copy.
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‘Hard Evidence, if you can.}

The following information comes from

- & letter writien in July 1982 by Con-
- gressman’ William ﬁﬁym to T reader

Nadine Stoner. Druring thf: 19708,
Coyne was a Pittsburgh.city council-
mary; he endorses s&&s@i&h&sﬁediy the
City's two-rate property tax;

1979, after it ehmmeé f@r at~
, sel‘f' a HamewRﬁle Charter, the city of

Pﬂtsﬁwgh wasableto mcmase the tax
rate on lend values to fﬂwf times hsgher
thar:a the rate on building assessments.
It t@ak acity cotmeil ov ﬁ""“i‘iu@ of &

,wiaju? svototodo it

MO opponemshaépredmteddzm
resui‘fs fromi the land tax. They said:
"Housing supply will be’ zesmcte«:i

o 'Busmessss will be forced to raise

prices,; 'Cﬂmme:rce will leave forthe
subur’i)s.* ‘Cﬁnsum;m}ﬁ wilthe si@wsé

permrts i the mty soareé 32% h}ghefr

than the previous year. -

"Deémplitions ‘were d(;wn 23%,
suggesﬁngﬂmtfoﬂ:sweremamtammg
existing structures, overcoming their
former tendency to abandon buildings,
tear them downand hoid Jand vacant,

"Vacant lot sales rose 1 7%, sug-
gesting that the new tax made it un-
comfortable to just sit ori valuable ur-
ban space. Authorizations for new
housing units rose 15%, while they
dropped.18% in the rest of the Pitts-
burgh metropohtan area." .o

Tax .dm /2 .fa%az
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pay. But since the

wasto prﬁiect homeowners fom sud-

Was up—-daxed Butsince commercial

{0 stay pai:;-t?n“y fﬁ@n’*’ ingur ﬂ&zs up-
asssss;ment :

Nylons gﬂt HIOTE FUns,

maintained mﬂjr ihmugh sacrifice. 1t

 bullzt by bullet, bomb by bomb or
missile by missile.” (E{Ewaﬁi Hﬁeg
£ K ¥ : s B o RS

\

& % i«eﬁer&i aigﬁmi means theré
will be. foderal %@n@s f@rmpaym to .
taxpayers are
poorer than the @Gndh@ié@rs (onthe
average) a deficitinvelves atransfer
of wealth from the poor fo the ticher,

¢ California’s Prop. 13 (1978) .-

den property-tax increases, but when. .
a property was sold, the assessmient -

' and industrial pmperty Gwners tend .

ST W}};ch 35 ﬁm bsﬁ;@e{ basebaﬁ_-‘ff '
{eam; ‘the Red Sex or the Nylons? _
You may like ﬂ:;@ Re{% Sax but the

“FE’@L@U“} is ﬂﬁs, xfm%: aizd ¥ ’
must not be taken for granted. It was
| won, %hmugh sactifice and will be

 can be lost, justas sirely; justascom- .-
 plotely, and just as permanently - tax
by tax; SIﬁ?ﬁSi{iji’ by subsidy and regu- -
Iation by regnlation, as it can be lost;

@m tute reported ihat the real costo
 highway-use:in the USA was abeu‘é: -
-$360 billion annuafly, bist users paid .

xS Chmm@ premzer Beﬂg' _

-,Xiﬁﬁpiﬁg: *Fhave ﬁ&g@h{)iﬁ@é, Toan

distribute poverty or I can distribite’

- vealth.” {Heartland Institute, Intellec-
- fual Ammunition, 718199, p. 1). :
. ¢ "For fast—ac&ngxehef Ty SI()W»
ing down"= Lily Tomlin |
. & From 1985 10 1993, murder in-
- creased 65% among 18-24-year-olds
. and increased 165% among 14-17="

_ yearéaids (Wail Street Journal, 4211
95,81, citing a2 study by James Fox,”
. dean of Northeastern University Col- * -
. legeof Criminal Justice). Justicere-: . irat@%)midmgmtowiand S}ﬂﬁmghﬁvf@pﬂ
. quires that the goverment collect land
rent, four gwcnmeﬁts neglect this
- dity, the worstis yet ‘tcs come (st the -
- 14-24s pmhferate} Py

"y # The Bush s&mai cwf} gﬂm{ﬁ ‘

%

ould incireade the future social seg i

rity deficit. The Gore plan wouldin-

- crease curtent taxes. In 2015, either -
o plan will result in bankruptey 6r LV &
.4 In 1992, the World Resources

only $33 billion in fees or taxes.

areaofthe 115, By 1992, that figure

| had risento 3 percent. Forest cov<
ered 32 percent of the UB.in 1945
' and a not-much-smaller 3¢ pecent i
11992, Cropland stayed unchanged
-at 24 percent.” - Joseph Bast, Intel-

: Work late. Strike oil" (7. Paul Getty).

‘erty tax. "fhereasemsﬂ‘ﬁattheir land;

' sﬁ:y of Maryland professors {3 we did
ot even know whe they W@re‘i
- showed that two-rate Pittshurgh far_

' bu,s, (hio was a distant second but it
. hadabsorbed 25 nearby Jocalitics. |

& "1 1945, according to the USS.
‘?Bétpamnentef Agm:,uiuma urban land
’u.ses aocountcd f@r 1 ' percent of the

| Vel X¥VL, Ne.8 |

wcm{gg Ammunition (H@amané In-|
stmxte 5/10/98,p. 1)
@ "Revipe for success: Rlﬁ@ wriy

© - & Many studies show that poor
homeowners gain the most fromal-]

assessments are low. mea ig s.bas mf
;'afzcerd with abziltywﬁ:aupa,y L
e AT1992 study by o niver-

out-constmct{:d and eut»«remvated:
14 other bigeastern cities. Colum- |

Our own studies were eampi@teiv
corrobom’ied weare gratified.
¢ David Capece, a real-estate
broker in Allentown, said at a public |
heaxmg that the 2-rate tax has enahi&:ﬁ
hlm te se&l more hs}me% :

Some people think the income
tax falls mainly on rich people, so it
must be OK, but that's not so, for
these reasons:

(1) This sounds like the ethtcs of
burglars. They shouldn't steal from
richer houscholders. Ifthere's nothing
wrong with being rich, why should in-

_come be taxed?

(2) The income tax penalizes ini-
tiative and hard work. It makes liars
of many of us' and tax slaves of all of
vs (the government takes what we've

‘produced; slaveowners do likewise
with their staves). '

(3) The income taxis compli-
cated. Even the one-time director of
the I.R.S., Jerome Kuriz; says the in-
corae tax is difficult to administer prop-
erly.? Aprominent tax lawyer and a

. N.Y.C. accounitait say the income tax

code (now the size ‘of about eight
Bibles?) is too comglicated, so vou
know Kurtz was right *  Adorey maga-
zine recently sent a hypothetical incorne
report to 45 accountants and got 45
different ansi‘fy‘téi s as to what the in-
come-tax lability sof a particular 1.5,
income-tax return would be.” Abrief
study by the WallStreet Journial fornd

6 @ €
that LR.S. advisers gave more Wrong
thanright answers to telephonc Inquir-
ies,®
(4) Then there's audit phobza'
One of life's greatest stresses for
Americans is the fear of an LR:S. au-
g ) P |
(5) The LR.S. has recently been
called to task for its too-aggressive
collection tactics. Butin China they
kill tax evaders; at least the LR.S.
doesn't do that 7
 (6) An IR S. official testzﬁed in
1989 thar U.S. taxpayers average
Continued on pagé 4



-"0_ meet iutm‘e i‘:sasm revenue

i - laca.i gévemmmﬁsm smauslymns@er
‘analtemative system for oollectingrev-
‘_‘_,_jenue iandvaluﬁ taxa&ﬁﬁ,“ '

g’ iﬁcﬁ tax sysi‘ems are }_E equzsp«ed

‘: >

What's Wrong With the Ihmre

Tox?
Continued from page 3

11 hours and 34 minutes to prepare
their income-tax return,® butin 1988
aUniversity of Michigan economist es-
timated that the average household
took an average of 21.7 hours to do
federal and state returns at a cost of
$231 in personal time plus $44 in fees
for professional aid (more recently, the
income tax has become more compli-
cated).” A land value tax refurn needn't
incur these costs. .

Because of the U.S, income tax,
the income-taxless citizens in Hong
Kong fare better economicaily under
Chinese than under U.S. rule.!

We'd have to put up with the in-
come tax if the government had no al-
ternative for raising revenue, but it
does. We'd do better taxing those who
produce nothing (iand values) rather
than taxing our producers according
to what they produce in order to cadge
a few bucks off the rich.?

Aside from these objections, the
income tax is OK.

(The above is extracted from a
Jorthcoming book entitled The Most
Important Statement Ever Made
[MISEM])

Footnotes
In 1981, more than one in four will

cheat on their income tax (N.B.C. Evening

News, 4/8/81, quoting Prof. Robert Mason
of Oregon University).

*People & Taxes, 12/80. The situa-
tion doesn't seem to have improved - in 1999,
among the items recorded in the IRS books
but not found were a Chevy Blazer and a
$300,000 laser printer (Wall Street Journal,

,,/J!u, A . Well, no a}ue‘s perfem
3Imesmr s Business Daily, 4/17/98, A1,

4 Wall Street Journal, 3/13/99, Al and
3/17/99, A26. Stefan Tucker, head of the
American Bar Assn. Tax Section, wrote o
then-t1.S. Treasury Secretary Rubin, "On
behalf of the American Bar Association and
its Section of Taxation, I'm writing to ex-
press disappointment that the Administra-
tion has propesed to add a multitude of
new credits to the federal income tax sys-
tem.” Alas, Tucker did not mention land
value taxation as the aiternative so his sug-
gestion is unlikely to be adopted.

3 Tox Features, 10/97,4

SWall Street Journal, 2/18/88, B1, but
maybe they've improved recently.

"Investor's Business Daily, 4/17/98, A1,
and Wail Street Journai, 3/3/99,A1. -

SNewsweek, 3/3/00, Al.

? Ibid ,3/23/88.

“Investor's Business Daily, 7/1/97,
A24, ' .

"The land value tax is more of an abil-
ity-to-pay tex than the income tax. For in-
stance, Anthony Pileggi's study demon-
strated that in Indiana, Pa. (population
15,000) 1.5% of the richest landowners paid
33.5% of a land value tax, whereas in the
same year 3% of the top income earners in
the U.S. paid 30.6% of the federal income
tax: See Gucentive Taration, 4/80, 1. In bigger
cities, the disparity would be even greater.

Two-Rate

Local-Option Law

The foliowing is the suggested
wording for a statewide local-option
law which would allow any locality
levying a property tax to levy a lower
rate on building assessments than on
land assessments (this is local option,
not mandate). '

Any locality levying a2 property
tax can establish a lower tax rate
on taxable building assessments
than on taxable Iand assessments.

Pittsburgh, Pa., for instance, lev-
ies an 18.45% property tax rate on
taxable land assessments coupled with
a 3.2% tax rate on taxable building
assessments instead of raising the same
revenue with about a 5.9% tax rate on
both types of assessments. The pur-
pose is to lower property taxes for
most voters and to encourage new
construction and employment with no

' tax increase whatsoever.,

Antz-ﬁepressmm Anft-fnﬁatmﬁ

priccs whlch m tixm mcreases s the: prlce
of goods and. services.” This cuts de-
mand and arecession starts, Lmless the
govemment boosts demand by i mcreasm
ingthe moriey supply, in which case we
have: inflation. - What to do: Tax iand
valucs to prevent mefﬁcxﬁni iand'?'use

Center for the Study )
of Economics U-S. POSTAGE
8775 Cloudleap Court * Suite 212 PAID

Columbia, MD 21045

NON-PROFIT ORG.

COLUMBIA, MP

Permit No. 1054

gé DEC 11 2000
i

SR NG o 1B Wy o’
Addresy Sermviee Requested~====~~




