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Connellsville, Pa. would seem to

fit the profile of Doom as far as the
post-industrial era goes: Mills and in-
dustries closing, an aging population,
few economic prospects. And yetin
1997, Connelisville presents a pretty
picture of a stable small town. New
buildings and new businesses dot the
shaded streets.

One change is that in 1992
Connellsville adopted a rational form
of property taxation - two-rate land
value taxation. It has been in effect ever
since and the results have been dra-
matic. The following table summarizes
the construction and renovation record
in Connelisville (pop. 9,229 in 1990)
and nearby Uniontown (pop. 12,000

in 1990), the county seat:
Connellsville Uniontown
1989 $832,725  $1,113,794
1990 3,627,222 1,487,171
1991 3,467,714 981.812
1992 6,319,133 689,428
1993 10,937,538 1,024,600 .
1994 10,165,977 2,151,950

Two conclusions can be drawn
from these figures:

(1) New construction and reno-
vation jumped an astounding 3.46
times in the three years after the

adoption of two-rate (as of 1992)
in Connelisville as compared to the
three years before.

(2) Two-rate Connelsville far
out-constructed and out-removated
one-rate Uniontown (even though
Uniontown is the county seat, ordi-
narily a plus; both cities are in the
same county. Uniontown's con-
struction and rencvation increase
was only 7.9% (not equal to the in-
flation rate in those years) while
Connellsville's increase was 246%.

These figures indicate a favorable
impact of the two-rate property tax.
ALL the other 16 studies conducted
by this periodical show exactly the
same results. [f construction and reno-
vation are taxed less, we could expect
more construction and renovation. And
if land assessments are taxed more,
landowners will have more incentive
to develop their land-sites more fully,
which also means more construction
and renovation. So the logical expec-
tations support the empirical studies.

All this could happen in your town
also.

(All building-permit data cited
is from the Penn State Data Cenfer,
Middletown, Pa. Only taxable struc-
tures were measured, no demolitions,
Jfences or signs.)

Study #17
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Jur July 2000 issue contained a
chart of building-permits issued in
Allentown and nearby Bethlehem. The
figures were absolutely correct; they
showed that two-rate Allentown and
out-constructed and out-renovated
nearby and comparable one-rate
Bethlehem. But here is a better pre-

sentation of those figures:
Taxable Building Permits Issued
Alleniown  Bethlehem

1994 $21,651,289  $17.888330
1995 16,569,955 23,006,415
1996 38.578.949 35,103,531
Toml:  $76,800.193  $75.998.276
1997 27,822,793  $29,524 876
1998 36,202 451 23,505215
1999  37.130.546 36,731,738

Tol: $101,155.830  $89,761,829
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ALL 17 of our studies show that
the two-rate jurisdictions have expe-
rienced spurts innew construction and
renovation following two-rate adop-
tion; the three years after two-rate
adoption have been compared to the
three yedrs before. Furthermore, in
EVERY case, the two-rate jurisdic-
tions have out-constructed and out-
renovated the nearby comparable one-
rate jurisdictions. Two other studies
by independent university researchers
corroborate our studies.

Either ignore the evidence or shift
some of your building taxes to land for
2001. Contact Jucentive Faration (at no
charge) to help you determine exactly
how to do this. 410-740-1177.

Tax Land-Rent, Not Death

Since the rich can afford to pay
lawyers and accountants, the inherit-
ance tax on death winds up being a tax
primarily on the middleclass. Accord-
ing to the latest LR.S. data, 53% of
the estates that filed tax returns in 1996
were under $1 million and 96% were

- under $5 million.
A 1999 study by economists Gary

and Aldonna Robbins caiculated that
every additional dollar of revenue
raised by the death tax reduced the
national economic output by $3.67.
They took into account the cost of
compliance.

Why don't people tax land values
instead of death? Because they have
ironclad preconceived notions. To
them, evidence is shmevidence (in the
case of ethics, evidence 1s irrelevant
but they think logic is shmogic).
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What's Wro
With Taxes on

Production?

Pleniy:

(1) They're unethical. They vio-
late the right of private property. Con-
servatives can rail for years against high
taxes, but they won't get them reduced
without LVT, since a shaky economy
leads voters to hang on to their gov-
ernment handouts even at the cost of
high taxes, much like castoffs adrift on
the high seas holding on desperately
to nearby driftweod. As for liberals,
they should realize that most taxes end
up raising prices for poor people or
lowering their income. |

(2} They penalize economic
growth and job-making by taxing
them. Since taxes in the U.S. are
46.7% of the national income, what
wives earn goes to pay the average
family's tax bill. Taxes on labor com-
pel wives to go to work (after taxes,
many of them are taking home less than
the minimum wage - feminists take
note).

Tax land values, not buildings or
other things produced by humans.

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




ISSH #8896-4556

¢ Land values are important: in
1999, "more than $6.2 billion was
paid for the right to explore for and
produce oil and natural gas from on-
shore and offshore federal and on-
shore Native American lands" (/i-
diana County Pa. Shopper’s
Guide, 3/24/00, p. 17, citing figures
from the federal Minerals Manage-

“ment Service).

¢ Mayor Charles Moyer re-
ports (via phone, 7/1/00) that tax
defaults in Ebensburg, Pa. are down
since the adoption of the two-rate
property tax.

¢ Alaska has the lowest tax
burden of all the states (Tax Fea-
tures, 3/00, p. 6) primarily because
it collects mineral-land rent for rev-
enue instead.

¢ "Iam delighted that you agrec
with me on the taxation of land val-
ues". (Sen. Paul H. Douglas)

¢ "Deceptionist: Office worker
who fibs about the boss's where-
abouts" (Michael Fitzgerald).

¢ Finns are worrying about
skyrocketing real estate (i.e. , land)
prices which might trigger an infla-
tionary spiral (Wall Street Journal,
7/26/99, Al). The only antidote:
LVT.

¢ Asof4/22/00, the U.S. national
debtwas $5.8 trillion (IT reader Fhmer
Greenlee, citing U.S. National Debt
Clock). Only with LVT can that be
paid back without killing the U.S.
economy.

¢ Pennsylvania cities can adopta
two-rate property tax by simply pass-
ing thus local ordinance: "In accordance
with P.L. 534 (1959, as updated) of
the Pennsylvania City Code, the city
of willlevy  mills onreal
estate assessed as improvements and

mills onreal estate assessed as

1311 "

¢ "As baffled as Adam on
Mother's Day" (Xabier Azkargorta).

¢ The capital gains tax raised
2.9% of total federal revenues in 1996
(CATO #242, p. 6, Citing /1996 U.S.
Budget, table 2.1, p. 22)

¢ Payroll taxes for Social Secu-
rity exceeded personal income taxes
for 1996 ({bid.). _

¢ A fine s atax for doing some-
thing wrong. Alabor tax is a fine for
doing something right.

¢ The richest 20% of income
earners, making at least $56,200/year
(probably less) pay 74% of the nation's
income tax (/nvestor's Business Daily,

Vol XXV, No. 7

7/17/97, B1, quoting Daniel
Mitchell study).

¢ In 1986 Ted Gwartnev,
then Executive Director of the Brit-
ish Columbia (Canada) Assessment
Authority, the largest in the world,
stated that assessing land only is
much easter than assessing land and
buildings - "obviousiy."

¢ For adescriptive slip to be
enclosed with the property-tax
bill: 2-rate is the exact equivalent
of granting a partial property tax
exemption on buildings.

¢ Tf the Cincinnati Reds were
the first baseball team, who did they
play against?

¢ "I'ar more people have been
murdered by their own government
- at least 170 million - than by ter-
rorists" (Natl. Center for Policy
Analysis, 9/97).

¢ Who says youcan'ttake it
with you? You can wear your best
blue suit and fill the pockets with all
sorts of things.

¢ Professor Donald Reeb's
study of Amsterdam, N.Y. revealed
that homeowners paid less taxes
with 2-rate as compared to 1-rate
(3/98 study table 2).

The Findings of a
Study in

Australia

The following is excerpted froman
Australian study by the Committee of
Inquiry inte Valuation and Rating
(Brisbane, Queensland, 9/26/89; rat-
ing =local taxing):

- "As a general revenue base, the
conclusion of the majority of the Com-
mittee is that a tax or rate levied on
property - provided it is levied on land
and not upon the buildings or other vis-

Continued on page 4
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ible improvements erected on land - ‘ i
with the benefit as the basic general ;
revenue source which most nearly con-
forms with the benefit principle... I all
land in the city were valued frequently
and in accordance with the use of it 5
permitted by the city's town planning
controls, a land value charge should
accurately reflect the benefit derived
from its use or occupation. Moreover,
a charge on the value of land encour-
ages development and discourages the
speculative withholding of vacant land
from productive use (whereas a charge
on the value of buildings or other im-
provements tends to penalise enterprise
and development). :
"...the Committee's unanimous
response...is that a rate levied on the

-I‘ihﬁﬁ

Objection: Whaz s the difference
whatis taxed? All taxes, whether on
land or production, are paid by
people.”

Reply: "It matters greatly. If
people are taxed on what they pro-
duce, they'll produce less. If they're
taxed on their land value, theyll put their
land-sites to a fuller use, thereby em-
ploying people and promoting eco-
normic growth."

Objection: "Suppose develop-
ment suddenly veersin the direction of
your property. Because the land be-
comes much more valuable, with the
land value tax your assessment sud-
denly jumps and so do your taxes,
conceivably beyond your ability to

"

pay.
Reply: Don't wc}rry about that.

| First, if the government didn't collect

the land rent in taxation, you will get
an unearned windfall, causing taxesto
be raised for all other people; they'd
pay, vou would steal from them. Sec-
ondly, ifaland value tax law also speci-
fied that a fand value tax could not be
raised by more than 3% plus the infla-
tion rate above what was paid in the
previous year, then every property
owner would have ample time to ad-
just to the new tax situation. Don't
deny justice.

value of unimproved land is an appro-
priate means of local governmeni rev-
enue-raising. The Committee's con-
clusion is this regard is in line with the
findings of other recent Australian in-
quiries.”

Anyone interested in finding out
how to shift the property tax off build-
ing assessments onto land assessments
should contact Incentive Taxation, 1-
410-740-1177 (no cost, no obliga-
tian).

Mew

Center for the Study
of Economics
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