The new century starts off on
am encouraging note - two mnew
towns have adopted the two-rate
property tax and two cities that
have been on the two-rate system
for some fime will switch some more
of their property tax on building
assessments to land assessments.
Here are the details:

~Ebensburg, Pa

Ebensburg is a small borough in
western Pennsylvania. Itis the seatof
Cambria County (includes Johnstown)
and its population swells during the day
as county employees flood in from

Four New 2-1
Building-to-Land Tax Shifts

February 2000

nearby towns.

For the year 2000, Ebensburg
will be taxing building assessments
at only 12.6 mifls and land assess-
ments at 3¢ mills instead of taxing
both types of assessments at 16
mills. In other words, the tax rate on
building assessments will be reduced
21.25%.

Most voters would pay less with
this two-rate approach as compared
to the old one-rate approach (almost
every jurisdiction going two-rate would
be like that) which probably accounts
for the favorable acceptance of this
property-tax switch by the voters. The
town government gets approximately
the same revenue with 12.6/30 as with
the old 16/16. Butbest of all, the town
is likely to get a spurt in new construe-
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tion and renovation - if buildings are
taxed less, there'll likely be more of
them and renovations will be cheaper.
and if land is taxed more, then owners
will be more likely to develop their
sites more efficiently.

Ebensburg officials intend to ex-
pand the building-to-land shift in the
local property tax for 2001; we shall
see. Meanwhile, even those few prop-
erty owners paying more are satisfied
with the two-rate approach. Very im-
portant: The town officials intend to put
a flyer in with the usual annual prop-
erty tax bill informing the property
owners in town of the advantages of
two-rate property taxation (1.e., prop-
erty owners can improve their prop-
erties at lesser tax penalty with two-
rate). An informed electorate is very
important for two-rate success.

The phone number of the city man-
ager, Dan Penatzer, is 814-472-8780.

Continued on page 2
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Steelton, Pa.

Steelton, Pa. is an industrial sub-
urb of Harrisburg, Pa.and contains a
long-established super-large Bethlehem
steel mill. Unfortunately, the steel mil!
is shrinking steadily in size, which
means {(among other things) that
homeowners in town will face increas-
ingly large hikes in their property-tax
bills - unless the town goes two-rate.

The city manager, Michael Musser
(717-939-6561) heard about the new
two-rate option (recently made avail-
able to all Pennsylvania boroughs) from
Jack Gardner, v.p. of the Pa. State
Assn. of Boroughs, and we were happy
to help bim develop two rates, one on
building assessments and the other on
land assessments, for 2000.

The tax rates in Steelton for the
year 2000 will be 7.2 mills on buiid-
ing assessments and 17.441 mills
on land assessments, instead of 9
mills on both types of assessmemnts.
This is a20% reduction in the taxation
on building assessments.

There are now twenty jurisdictions
in the United States which have gone
two-rate, but it is still uphill work to
get new two-rate jurisdictions. You
would think it would be easy to getnew
jurisdictions to go two-rate, especially
since the cost is zero-and there are now

at least fifteen studies showing thatin
all cases, spurts in new constiuction
and renovation follow two-rate adop-
tion. 15 outof 15 is not so bad but
not everything is explicable,

We shali return to Steelton in three
years to do our usual study of con-
struction and renovation.

Harrisbur A Pa.
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Here we are at the state capital of
the Commonwealth of Pennsylvania.
Harrisburg has been two-rate since
1974, but for the year 2000 it made
another of its numerous switches from
building assessments to land assess-
ments. Its land-tax-rate-to~building-
tax-rate ratio had been 4-to-1, but for
2000 that ratio will become 5.08-to-
1. The exact rates will be 48.9 mills
om [and assessments coupled with
9.618 mills on building assess-
memnts.

FYI:1mill=0.001=1/10thof
1%. :
Harrisburg is one of the fastest-
growing cities in America (we root
hard for our two-rate cities, but of
course we are rigorously objective in
all our studies). We are glad to note
that the city features the two-rate prop-
erty tax in all its promotional literature.

Allentown, Pa.

In 1997, the Allentown City
Council adopted a Home-Rule Char-
ter which, among other powers al-

Consider:

(1) Many budget experts question
whether the budget surplus will ever
materialize, especially because of an-
ticipated inflation and defense-spend-
ing increases. A recession or foreign
"police action" (or some other unan-
ticipated expense) will only exacerbate
the fiscal situation (44RP Bulletinl 0/
99, pp.3, 24, 32).

(2) Last year's budget was in defi-
cit if social security surpluses (already
pledged to future retirees) are not in-

lowed the city to tax land assessments

cluded (fbid., p.25).

In the light of all this, our federal
government will need a revenue source
that can promote economic growth -
the more this source, the better our
economy will be. There is only one
such source - if IT readers fail to bring
it to the public attention by, say, 2014,
then our federal government won't be
able to pay its bills, or it will have to
inflate the currency or levy unconscio-
nably-high taxes on labor and capital.

4t whatever rate the City Council de-
cided. Prominently embedded inthe
Charter was a provision which set the
tax-rate ratios on land and buildings
as follows:

1997 1.49:1
1998 2.06:1
1999 2.76:1
2000 3.62:1
2001 4.70:1

Joshua Vincent of fucentive Taration
fdetermined these ratios for the Allen-
town Home-Rule Charter Committee
with the purpose of keeping the prop-
erty-tax revenue constant with what it
wasin 1996.

So for the year 2000, land as-
sessments will be taxed at 32.77
mifls coupled with 9.05 mills on
building assessments (the 1999 rates
were 25.76 mills on land assessments
coupled with 9.33 mils on building
assessments).

We are pleased to report that
Allentown has reported a spurt in new
construction and renovation since it has
gone two-rate. This publication will
have more to say on this subjectin the

‘nextissue.

Josh Vineent published a letter

“in the Allentown Call countering the

assertion of the Fatrgrounds, the main
LVT opponent, that the town's LVT
would negate its 1999 super-profit.
Vincent pomted out that the Fair-
grounds' land tax bill reduced its profit
by amere 5.83%. The nextissue will
reprint his letter in full.




Another Empirical Study Shows -

vates N @@My One-

Titusville and Corry are two small
cities nearby each other in the woods
of northwestern Pennsylvania. They
are very comparable (although Corry
is slightly better situated, being nearer
to the big city of Erie). But in 1990,
Titasville adopted the two-rate prop-
erty-tax system (al that time, atax rate
of 6.134% on land assessments
coupled with 1.5% on building assess-
ments, instead of taxing both types of
assessments at 2.11%) while nearby
Corry stayed at the same old one-rate.

An examination of building-permit
records kept in both city halls revealed
that Titusville experienced 2 26.9% in-
crease in new construction and renc-
vation in the three years after adoption
as compared to the three years before,
whereas Corry experienced only a
16.6% increase during the same peri-
ods of time. One might say that other
factors might have caused Titusville's
increase (we don't know of any) but it
is worth keeping in mind that all 14

other studies we have done compar-
ing two-rate cities with nearby com-
parable one-rate cities also showed
greater construction-and-renovation
spurts for the two-rate cities. It would
seem that down-taxing buildings leads
to more construction and renovation,
and when land is up-taxed to make up
for the revenue lost by not taxing build-
ings so much, owners are encouraged
to use their land-sites more fully (so
we have two reasons for more con-
struction and renovation).

Tucenitue “Jaratise has always done
studies of three-years-after as com-
pared to three-years-before, on the
grounds that a shorter period would
not give realty owners time to react to
the new property-tax situation, and a
longer period would let other factors
creep in. Within legal limits, the city
government, of course, can get any
revenue it wants, whether one-rate or
two-rate. The switch could be com-
pletely revenue-neutral.

Literally dozens of studies show
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that most voters get a reduction in their
property taxes with a two-rate build-
ing-to-land tax shift. The costof doing
a one-to-two-rate shift in the property
tax is: zero. All this could happen in
vour town too!

Our worksheets are fully available
to inspection. We keep them in our
files. The following is a summary of the
building-permits issued:

Titusville: 1987-89: $1,920,793 (av
erage)

1990-92: $2,436,764 (aver
age)

1987-89: $3,804,413 (aver
age)

1990-92: $4,434,390 (aver
age) :

Fifteen studies out of fifteen (and
there are other corroborating studies)
reveal that shifting taxes off buildings
onto land (two-rate) is good for local
business: That ought to convince any-
one who puts hard evidence and logic
over habit.

Corry

(
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¢ We come out with special is-
sues each year on ethics, humor,
headlines and two-rate victories.
Sometimes, we feature special sub-
jects (environment, farmers, etc.).

¢ The 2-rate approach, with a
lower property-tax rate on building
assessments than on land assess-
ments, is exactly equivalent to ex-
empting buildings from the prop-
erty tax in whole or in part, yet not
reducing the local government's rev-
enue,

¢ FDR's Greatest Contribution:
Maneuvering the U.S. into WWII
L(‘th.at's why the Axis powers conve-

niently declared war on us, thereby
unifying us). |

¢ "The Medicare program effec-
tively transfers money from low to high
income groups” (Reason, 1/98,p. 17,
citingan N.B.E.R.. study).

¢ Anecdotal evidence indicates
that 2-rate Titusville's spurt in new con-
struction and renovation continued
throughout the 1990s even though it
suffered an important loss when its
Arinco Steel plant shist dovm. Tn 2000
Titusville lost a chance to increase its
land tax ratc only when it increased its
tax rates slightly on both land and build-
ing assessments. Also for 2000, neigh-
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boring Oil City increased its tax rates
more on land than on building assess-
ments, but only slightly.

¢ High taxes on productive en-
terprises are holding back technologi-
cal growth in southwestern Pennsyl-
vania (news article in the Greensburg
Tribune-Review, 12/2/99, C1).

¢ I was surprised to read in the
Wall Street Journal (11/19/99 W17)
that Pennsylvania has more post-
school-stay-in-the-same-city children
than any other state.

¢ Monsanto genetic research re-
sults in saving forestland (WS.J, 12/
20/99, A26). J




(Stop worrying! We have
enough endorsements from leading
experts to last us until the year 2020
at least. They are being reprinted
here because the endorsers may
have something unique to say, and
if they like a building-to-land shift
in the local property tax we should
seriouslv consider it.)

-

Gevernor David Lawrence de-
scribed Pittsburgh's Graded Tax law,
in fuil effect since 1925, as "a good
thing for Pittsburgh. It has discour-
aged the holding of vacant land for
speculation, and provides an incentive
for building improvements."

Adam Smith (Good Govern-

ment magazine, 10/99, p. 6): "Every
improvement in the circumstances of
the society tends, either directly or
indirectly, to raise the real rent of land,
to increase the real wealth of the
landlord, his power of purchasing the
labour or the produce of the labour
of other people.”

Harnsb urg. Pa.:

New Construction Smges After 3-Rate Expansion

In 1984, Harrisburg, Pa. trans-
Sferred some building taxes to land
taxes; new construction surged
27.3% over the previous year. It
would seem that if buildings are taxed
less, there'll be more buildings, and
even more important, if land is taxed
more, owners will be more inclined to
develop their properties more fully,
which by itself means more bmldmgs,
MOTE new construction’s e

In 1988, Harrisburg again trans-

ferred some of it building taxes to

land taxes; new construction surged
6.64 times in 1988-1990 as com-
pared to 1985-1987.

Techmnical: In both cases, the tax
transfer was accomplished by lower-
ing the property-tax rate on building
assessments and making up for the rev-
enue lost from taxing buildings less by
levying a higher tax rate on land as-
sessments - instead of taxing both
kinds of assessments at the same rate.

Thus, a two-rate property tax was used
and the city govemment lost nonet rev-
enue at all (revenue neutrality). Com-
munities using an alternative method of
promoting urban growth - Tax Incre-
ment Financing - take a chance that
future growth from the project will be
inadequate, in which case they'll lose
property-tax money.

~ The new construction was mea-
sured by building permits issued as
previded by the city's Data Process-
ing Department.

From the Editor

¢ We've been traveling to 2-rate
Oil City, Pa. for many years. It's
prospering (has a new Holiday Inn
and city hall now, for instance). It
seems certain that a new study there
would show the efficacy of 2-rate.

¢ We are pleased to see from
the latest U.S. Census Bureau report
that Harrisburg and Allentown have
experienced an increase in population,
1990 to 1998. Both are 2-rate cit-
ies.

¢ The richest 5% paid over half
of the federal individual income tax;
the poorest 50% paid only 6:1%
("Tax Features," 10/99, p. 1, report-
ing on a Tax Foundation study based
on 1997 LR.S. data).

¢ State tax revenues have
steadily risen in the 1990s but they
still want to tax Internet revenues

(Wall Street Journal, 12/20/99, A26,
citing a U.S. Dept. of Commerce
study).

¢ The Wall Street Journal (12/

were in 1932, 9.2 times what they were
in 1945, and double what they were in
1980 (accdg. to the A LER. FEco-
nomic Education Bulletin, 12/99, Gt.

29/99, B1) asserts that Pittsburgh is ~ Barrington, MA 01230, which we can
booming. Pittsburgh is one of our20  highly recommend).
two-rate jurisdictions,
¢ Prices are 12.9 times what they
Center for the Study NON-PROFIY OKG.
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