ronment?

LVT Benefits the Environment

Objection: If open-space land were developed, wouldn’t that harm the envi-
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Answer: Its premature development would certainly harm the environment, but
since such land is low in price, its land value tax (LVT) would be low, thereby re-
ducing development pressures - so LVT would actually preserve open-space land.
It is necessary to environmentalism, for these reasons:

(1) LVT and environmentalism share the same philosophical rationale - they

“both - mwaintain that Tand 1§ different froni hunian-prodiuced things and therefore

should be equally available to us all.

(2) LVT would cause urban land to be more efficiently used, thereby reducing
the urban-sprawl pressure on open-space land.

(3) LVT protects rational zoning by removing the profit from spot re-zoning.

(4) LVT would promote mass transit by increasing the density of our cities.

(5) LVT would eliminaté absentee ownership (absentees will not own land if
their ncomes were taxed away). Absentee landowners often do not take good care

of their land.

(6) LVT could provide a plentiful revenue source for legitimate environmental

programs.

When people are well off, they are more likely to be environmentally con-

SCIous.

Continued on Page 2

“Some

If the tax rate on building assess-
ments becomes lower than the tax rate
on land assessments, most property
owners (potential voters all) will get tax
reductions, but some property owners
will pay more. City councilors and
school-board members are rightly con-
cemed about this minority, so let us di-
rectly address their concerns:

(1) We note that most property
owners get property-tax reductions with
the two-rate tax. We have found,
somewhat surprisingly, that two-rate
generally creates two different groups
of “pay-less” property owners: owners
of big commercial buildings, (where the
good jobs are) because their expensive
buildings are down-taxed, and poor
people (because they own or live on lit-
tle land value). Do not tax the good jobs
out of town.

(2) If a property owner builds a
building, he should not be compelled by
the property tax to share its value with
others. Also. local government has a

fitt
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right to tax for what it provides - better
police and fire protection, strects, and
other public goods and services - all of
which increases the local value of land.

(3) The “pay-more” owners gener-
ally pay only a little more. They gener-
ally have an income stream to meet
their new property tax, unlike most
homeowners.

(4) The introduction of the two-rate
property tax must be gradual for the
sake of the few “pay-more” property
oWners.

{5) The two-raie property tax is noi
designed to impose a larger tax rate on
business property vis-a-vis residential
properties. It is not at all concerned with
land use {only with potential land use
within the existing zoning laws).

{6} Local business greatly benefits
when buildings are down-taxed and
fand is up-taxed; all our 17 empirical
stucdies fully substantiate this. Some
property owners might see an increase
in their property taxes, but they will
benefit from the better business climate.
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cation has conducted 17
empirical studies, AL}, of which sub-
stantiate conclusively that land-value -
taxation (LVT) produces spurts in
aew construction and renovation:

(1) In each of the 17 cases, within
three years of two-rate LVT adop-
tion, there has been a spurt in build-
ing-permits issued as compared to the
three-years-before-adoption period.
The building permits are kept on file
in every city hall; they measure con-
struction & renovation.

{2) Whenever we can compare the
two-rate jurisdiction with compara-
ble neighboring one-rate jurisdic-
tions, the two-rate LVT jurisdiction
has  out-comstructed and  out-
renovated its one-rate comparable
neighbors.

The property tax on land assess-
ments is a good tax. The property tax
en buildings is a bad tax. The more
Iand assessments are taxed, the more
economic growth a jurisdiction will
have.

Property-taxing jurisdictions, such as
counties, school districts, cities, or bor-
oughs, can defer taxes on building as-
sessments for particular property tax-
payers similar to what Dauphin County
has done pursuant to Act 50 (1998).
Harrisburg is in Dauphin County (un-
fortunately, Dauphin also deferred taxes
on land assecssments).

Also in Act 50:

s~ The deferment can apply only to
residences owned by senior citizens, the
poor, or temporarily unemployed.

Coniinued on Page 3



te ExperisWru%e
About Land Pssessing

In 1978, the Lincoln Institute of
Land Policy published Paul Smith's
study entitied "Site Value Taxation."
On page 9, he wrote:

“I would suspect that 60 percent or
perhaps slightly more of the [assess-
mng] staff time available is devoted to
buildings.... The nebulous nature of
such factors as depreciation and obso-
lescence make building valuation a
hazardous task to say the least. This is
not to imply that land valuation is a
simple or inexpensive process. It is
obvious, however, that if an assessor
had to value only the land s task
would be greatly simplified, and, given
the same total staff resources, his
valuations would be more accurate....
It must be kept in mind that it is not
the assessor who makes values, it is
the action of buyers and sellers in the
market.”

Smith quotes approvingly from the
Woodruff/Ecker-Racz study (1969) of
LVT practice in Australia and New
Zealand:

“The argument commonly heard in
America that site value rating [taxing]
1s administratively impossible because
of the difficuity of assessing land apart
from the buildings on 1t, 1s not heard at
all in Australia and New Zealand.
Many decades of expericnce have
convinced cven the most hardened
skeptics that while it may be consid-
erably more difficult to appraise the
land component of a single improved
parcel apart from the building on it,
the reverse is true when great numbers

Anthony Pileggi’s careful empirical
study showed that in Indiana, Pennsyl-
vania (pop. 15,000), 1.5% of the richest
landowners paid 53.5% of a land value
tax compared to the 30.6% of the U.S.
income tax paid by the richest 3% {IT,
4/80, p. 1). In bigger cities, the disparity
would be even greater.

All this substantiates that a land
value tax would be even more based on
ability-to-pay than even the income tax,
at least for the richest among us.

LYT Benefits
Environment

Continued from page |

Objection: Do you want Brazil's
rain forest, “the fungs of the world,” to
be developed?

Answer: No. Brazil’s rain forest is
annually shrinking m size because land
speculation produces vast vacant or
underused acres elsewhere in the coun-
try, sending farmers into the rain forest
in search of affordable land.

Both farmers and environmentalists
need equal rights and land value taxa-
tion.

of properties have to be evaluated for

tax purposes. Involved calculations
need be made only for selected bench-
mark properties and the values estab-
lished for the benchmarks may be ex-
trapolated to all properties.

|4

if you tax buildings less, there will
obviously be more new construction
and renovation.

% If you tax land assessments

“more, land-sites will obviously be de-

veloped more fully (thereby creating
more new construction & renovation,
and jobs).

Why not reduce the property tax on
building assessments in five equal an-
nual instailments until it is zero? There
would be no tax penalty at all on 1m-
proving properties in your town.

A two-rate property-tax swiich 1s
completely revenue-neutral and could
be done simply at no extra tax cost.

7 Is your town so perfect that all
land-sites are fully developed and all
buildings are fully renovated? Isn’t
there any rcom for improvement?

% Don’t you want to find jobs for
your town’s unemployed?

We will help you make the switch
(free, no obligation) if you call 1-215-
988-9998.

@ 2@1}2
ded-credit is



\ These Pennsylvaiia localities
| Find out what it would take to put your town on the list

Center for the Study of Economics is easy to reach:
centerforthestudyofeconomics@msn.com 215.788.9998 Email or cail ioday.
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Continued from page |

= Only tax increases (say, due to
assessment ncreases) need be de-
ferred.

= The tax deferment can be
capped at some dollar amount, say
$15,000.

= Property owners must apply
each vear for the deferment.

e~ Interest could be charged for
the deferment, or 1t could be interest-
free.

o~ The deferment must be repaid
at time of sale or bequeathal (in which
case the jurisdiction eventually will
lose no revenue at all).

Ce
ISSN (896-0556

= Revenue-neutrality:  whatever
revenue the city loses by down-taxing
buildings, it can exactly make up by
taxing land assessments at a higher rate.

= The income-tax  code-and-
regulations has more than octupled
since 1955 (source IBD 7.30.2001,
A20, citing the Tax Foundation's cal-
culations based on the IRS Code and
Federal Tax Regulations of the West
Publishing Co.). The cost of compli-
ance comes to about $260 per capita,
not counting lobbying, and haggling
with the IRS (source: University of
Michigan Office of Tax Policy Re
scarch). Tax land values, not general
income.
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= When we tax wealth production
we create poverty. We penalize tha
successful to subsidize the unsuccess-
ful. Tax land, not production.

= In 1987, energy was about 5.83%
of total U.S. consumption; it has been
steadily tending downward and was
about 4.4% in 2001's first quarter (In4
vestor's Business Daily, 05292001
A22, citing U.S, Bureau of Economig
Analysis).

. Use-value asscssment of agriq
cultural land (instead of market-valug
assessment), according to Frederick
Stocker (economics Professor Ohio
State University), “appears to be an in+
effective deterrent to development.”

J
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detailed tables, p. 19); “lt is our opinion, based upon all of the various facets of
this tax policies study, that the idea of exempting all improvements from taxation
has much to commend it.”

LIFE Magazine (12/24/65 editorial): “Rewarded also by [the current] tax
system are the speculators who, because of low land taxes, can afford to hold
land out of use until the city’s growth forces up its price. This is a direct cause of
‘urban sprawl,” as developers reach out for lower-priced land while bypassing
idie land that is closer to the city but whose owner is not ready to sell.... Such a
reform, says Professor Mason Gaffney of the University of Wisconsin, “should
enable many families to enjoy low-density living much closer in to the city and

Citizen’s Housing & Planning Council of New York (1960 study, 22pp_,h

so save the millions of hours wasted driving home past vacant or semj-v@
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Qur Feb. 2002 issue printed an arti-
cle on “Combating Terrorism” which
listed five examples of anti-U.S. terror-
ism that would seem to justify US.
military response. We received three
critical letters, one each from the United
States, New Zealand, and Canada (we
mvite letters from readers and consider
them all carefully).

IT reader Jean Smith of Canada
wrote, in part:

“I’'m sending along some money be-
cause I appreciate much of what you
people “are -doing which~ costs "
money... unfortunately [your article]
reinforces the widely held opinion
that Americans think that their hves
are of more value than that of other
people. What happened on Septem-
ber I1th was dreadful and for that
you have our sympathy but com-
pared to the carnage cauged by US
actions in many parts of the world
the numbers killed in New York are
‘of far less magnitude.”
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