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A comprehensive survey of the field of property taxation has been made
by the Advisory Committee on Intergovernmental Relstions. It has estab-
lished beyond doubt that there is growing public resistance to the proper-
ty tax as it is bveing administered: with widespread malpractices and grave
defects, as well as undesirable economic conseguences.
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aple Term of ta tation to be replaced by some Other kind of governmental
revenue. JIT properly and scientifically handled, 1t can offer a soclution
" to Tinancing of local government very close fo the ideal,

The difficulties of just and equitable appraisals of improvement values,
even where the intentions of the administrators or assessors are entirely
honest and above board, are enormous. One of the mest seriocus shortcomings
here are the lack of competent personnel, which is notorious over wide
areag of the nation. Scme of the reasons of this situation ars: inadequate
salaries for experienced men due to insufficient appropriations by county
boerds, and more attractive jobs with higher salasries and less political
involvement being offered by private industry and business; difficult and
time-consuming appraisals of large-sgcale, complex business and industrial
properties, etc.

There is often also the desire by county and stste tax administration
officials to create or wmaintain a favorabls business climate, which 1is
then translated into favored treatment of commercisl properties, and con-
gequent shift of the tax burden o private nomes, Within the last twenty
yeareg, this burden has grown in Oregen from a previousg ﬂpwrafimatﬂly 1% of
market value of homes to 8pnrayimately 2 sz% of such value with no
legally Tixed upper 1imit for possible Tuture tax incresses.
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dnothner facet ol the property taXx
situatlion is fthe Tact that unimpprov-
ed or underimproved land hasz been
fevored taywise to the point  whers
improvements feel the full impact of
heavy property taxes, whil
- £L
U

properivy or land,
tremely valuable in many cases, hae
received tax advantages, thus glving

gid and comfort to Public knemy No.l,

the land speculator. Thiﬂ is borne
out by the statistlical fact that the
average proporiion  of the cost  of
the twilding site for homes hag in-
creagsed from about 12% two decades
ago, to the present high of aboul
20% of the total cost of a home.

With the heavy burden of property
taxation resting on improvements, it
is only mnatural to see wide-spread
reluctance by homeowners to g0 in
for even normzl upkeep of the prop-
erty, - especially at a time when ihe
gensral as well as the individual

economic gituation is less promising.

of couree, is condu-
of blight and

This attitude,
cive Lo the formation
sivmn condlitions.,

The U.5.

nomic Committee under the chalirman-

ship of Senator Paul Dougles of
"Illinois ‘has recognized the great
economic importance of the problenm
involved, and has therefore included

the following statement in 1ts re-
port on the 1964 Fconomic Report of
the Prcuident‘

'"Ceordlnation in housing and com-
munity development programs is lack-

ing in'one criticel area, notably
the myriad methods of texing real
property. The State and local gov-

ernments have failed to meke maximun
use of the encrgcus potentisl inher-
ent in the property tax for elther
the prevention or the cure of poor
housing and other blight conditicons.
In fact, since the tax 1is based on
the value of the land and Iimprove-
ments,those who permit their proper-
ty to deteriorate, reducing area
property -valueg, are rewarded with
lower property taxes. Landlords who
enhance the value of their property
have thelr assessments raised.

g tax lsw has been adopted

o third-class

Congressional Joint Eco=-' 7 000 to 12%,000)

We do not underizke to rreat,
what would be & proper methed for a
Btate or locel communiiy  to Law the
property of its citizens., We do re-
coemmend, howsver, that & model uni-

fornm 9{0%9{&? tzx code be drgited,

which would encourage rather than
discourags, the best economlc uses
of land,"

There are instances where such a
move toward relief of property taxes
on improvements has already been put
into practice in the United States.
One is in the Btate of Hawall, where
in the
Seecond Legielature,1863 (H.B. No.22)
te the effect that taxes on ilmprove-
ments will be 7reduced 1in sieps of
10% down to 70% of taxable valuation,
with options by the countlies later
to go down as far as 40%.

In Pennsylvania, the State Con-
stitution permits the taxing suthor-
ities, 1if &suthorized by speclific
state legislation, to differentiate
petween land and inprovements in the
lavyying of taxes, A B1ll  granting
cities \pﬁpﬁlaulOﬁ

the opiional pri-
vilege of taxing land values at a
higher rate than improvements was
passed by the Senate on April 17,
1951, Dby a vote of 50 to 0, and by
the House on the following August 2
by 184 to 1,and was signed by Gover-
nor John 8. FPine as Act No. 299 on
August 17, 19%1. Ao the legielature
hag set no fixsd ratico Dbetween land
and bulldlng tax rates, such as now
prevails in second- claﬂs cities, it
is guite poseible that some cities

may g£o farther than Fittsburgh and
Scranton have gone. Larger than
nird-clags clities can optionally

tax improvements at rateg as low as
50% of those on land, and Pittsburgh
has done go since 1925,

Other states that have shown in-
terest in this sort of thing, are
Michigan where in the 1964 Legisla-
ture E., B. No. 204 was introduced to
make it permigsible to tax land ond
inmprovements &t different rates., In
California in 1963, 38 Assemblymen
introduced the Assembly Constitution-
al Amendment N¢. 20 which provides



that clities or counties may reduc
the rate of taxstion on improvemsnt
or sntirely exempt thenm from taxs-

tion,

At the recent United States Con-
ference of Mayors in New York, HMayor
Clarkson of Scuthfisld (mear Detroit,
‘Michigan), introduced Resolu ¢ 1 o n
-No. 11 imcorporating the zame idea,
namely to reduce taxes on improve-

ments or entirely exempt them from
taxation, which regolution carried
unanimously, '

The need for similar action in
Oregon hag been recognized by Tri-
County Tax Research,inc. which orga-
nization has set up & specisl com-
mittee under +the chairmanship of
Clyde V. Brummell. At its first
meeting on July 9, a very linterest-
ing and intriguing plan was submit~
ted by a committes menber, Mr.,
Taft, of Portland, Oregon. This plan
contains the ingeneous idea of using
the sguare~foot azrea of improvements,
possibly in combinstion with certain
zoning provisions, and assess taxes
on & upniform scele per square-foot,

The great  advantage of such a
method would seem t{o lie in the enor-
1ifi appraisal a
asgessment procedures, since the
dualifications of tax assessment ap-
praisers need only be to read a meag~
uring tape properly. There would al-
80 be reestablished among nelghbors
the friendly and secure feeling of
equal and just treatment Iin this
process, which in itself should re-
commend this method &to every member
of the community.
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We can see as further advantages
following from the proposed apprai-
gal method the aim being realized
which the Douglas Committee recom-
mended {(see above), and also meeting
any possible objection by some to a
complete abandonment of taxes on im-
provements., It would further safe-
guard the community’s interests in
taxing additional floor space in
high-rise buildings with its increas-
ed regidential or business occupancy
and consequently increased demand
for services by the community.

Earl

MOW IT'S JOB TRADNING TAX CREDIT

A report from Washington, D.C.,
ment ions & further appiication of
tax exemption, or tax credit as it .
ig called nowadays.

The National Tool, Dile and Pre-

'

cision Machining Asscclation is cred
ited with thinking it up,and the in-
fluential Federal Committee on Ap-
prenticeship {FCA) iz sponsoring it:
& plan for tax credli on the expense
es of job apprenticeship training.
labor officials feel the plan will
help combat technelogical unemploy-
ment, and the FCA said in its report
to Mr. Wirtz, U. 5. Secretary of
Labor: "Cost to the employer is the
greatest single bar to an adeguate
spprenticeship and training program
in America."

Not only is there an ever widen-
ing area of tax exesmptions or tax
credits, but the public ls asked to
finance its own job opportunities,
with privete enterprise the gaining
party. Socialism is for the birds...
uniess there is something in it for
business,

"VALUE ADDED™ TAX

There is being tried a new varietiy
in the general field of sales and ex-
cise taxes. It is the ‘valiue added’
tax, gaining ground,if not populari-
ty, in Europe. A business will pay
this tax only on the value added by
it to the product, not on the entire
sales price,. :

In practical application, it opens
up 2 vast area of new possibilities
in changing corporate policles: in
as much and in so far as this 'added
value' tax may replace part of the
corporation profite tax, the Federal
government would not subsidize fur-
ther costly items of expenditures to
the tune of 48%, the new rate in
1965.

. Opponents say, it would sghift the
burden from corporations to individ-
uals. But this argumént is based



feal iilunion:  the
o cornorat ion 1 av
e corperation tax
continue to do  s0
sdded' tax.
Sorms government sources &&y the
'value added' ftar could be used as

an slternative to higher sccial sec-

urity taxes, As these taxeg approach
the 10% 1‘?<l. gaplovers will feel
grecter pressure to replace labor by

machinery. But the 'value added’ tax

would be-nesutral in this respect.

The only certainties about it are:
(1) it would be an additional tax,
with relief in other taxation doubi-
ful; and (2} it would bring still
grecter complexity into the already
strained field of tax administratiocn,
and higher cost of collection.

With all these complexities in the
ieid of texatlion, we feel sure that

simple tax on lznd  snd resource
lues would be lesg costiy to ad-
., be less sublect to evasion
concealment, be more juat and
prons Lo Ql“@ rige
eniced business decisions.
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MODEL UNIFORM PROPERTY TAX CODE

We received the follow1ng commun-
~lcations:

Advigory Commission on Intergovern-
mental Relations (April 22):

"Differential taxation of land and
improvements, in favor:of improve-
ment s, under property taxation con-
tinues to recelve considerable atten-
tion. To date, however, there has
been relatively little action,prima-
rily, one can suppose, because local
governmenis rely so very heavily on
the property tax that they dare not
experiment with it.

"Phe differential im favor of im-
provements in the Pittsburgh aresz is

80 very small as to be totally in-
conclusive, Recently, the Hawal

legislature

o tazx-in- .

derds
el
-

o

of ten years., We should begln to re-
ceive some reschliong to it in & few
years, The principle of differsentig-
Ling in favor of siructures iz re-
ported  Ho be opsrative in some of
the Ausiralisn states, Thut 1ﬁformaﬂ
tion on that experience ig also in-
complete. It would need to Dm laoked

at by samﬁene Tamiliar with taxation
in the Unlted States 1o uppraise it
from the viewpoint of its possible
usefulness here,

"Phe Commission's work in proper-
ty taxation hass related to streng-
thening asszessment administration
and@ State support of locsl) efforts
to improve assessment procedures,”

Sincerely, L.L. Ecker-Racsz,
Assistant Director
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This is in response to your let-~
of  April 23, 1964, requesting
wmatlon and suggestions on the
ment ot ion ofF medsl tax cods
would rromote the best economic
United States,
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use of land in the

"We are currently working on this
problem under the suspices of the
Lincoln Foundation butl are not yet
in a position to reach any conclu-
sions or make any concrete suggest-
ions. It is possible we will have
some ideas regarding the use of pro-
perty taxes to deter the growth of
urban blight and stimulate heaithful
urban development in about 90 days,”

Sincerely, A.M, Woodruff, Dean.

TAXPAYEZRS DIGEST
P.0.Box 2506 Portland 3, Oregon
Harvey Akeson, Publ.

revised their properiy

tax in this directlion providing for

a gradual transition

over a period
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