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"The Graded Tax Plan

By Walier Forrchidd
&

The purpase ol the Graded Tax is
e shift the tax icad from improve-
mentg an land o the value of land
s shift iz proposed in order that
the beneiil Of % expanditiires  of
public money for public improvements
and services may be spread mors
eguitably over the areas benefited

It iz obwvious that money spent for
astreels, pavks, bridges, schoely, fire-
men, police, sireet clsaners efo. ine
creazes the land valuss of the areas
sarved by such public zervice., The
task that confronts us iz o devize &
plan witersby the municipality may
absorh into the public ireasury the
values created by ilhe expenditures of
this publc monsy,

¥l

Land Valwe (aly Wepsure of Henetit

Tand wvalue iz the result of ths
presence snd industry of population,
gnd of the expendiiure of public
funds for social needs. It k8 an er-
ror to assums thai a combination of

buiiding-valus  and  land-value prod

vides a proper measuring stick o
gaugs the relative advaniages of a
particalar site in ity enjoyment of
the benefils of puplic services. Land
vaine alone represents an equilable
ganges,

Buildings e Net lporosse im Yalse

The increase of public works and
services does not add to the valus or
oot of builldings. The cost of budld-
ings tends o decrease sz roads and
other means of itransporiation and
facilities are Improved., The increase
of land value, moreover, SCCrUeR just
a3 much to & vacant site as it does
to an improved sie. Tn fact, civy
improvements may be s greatl as id
cause existing buwldings In a given
area to hecome obsolete and lass valu-
able.

Another reason why baliding-value
does not constitute a proper meaasure
for the sven distribution of tax bense-
fite and burdens is that the adeguats
use of particudar sites for the pur-

Prize Winning Plan FEssay
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(5w eur danaary, PEEE issue, we snusapred
8 resder’s offer of Uwme WHundred Dallars
as % prine fer an vssay  which  mbghi
serye % & memarsadaw fo oldy, siate or
zational autheriiies for legisiatisn  lend-
g e the latredustics of fhe Ueoergist
taxadien propoesi. Fhe judges have been
sirngpling for ibe past fwo swenthys with
the pssays submilicd,  Seleolles wf the
prize winning essey s mede  JiF8Hanld
by the wwmerows zwerlloni papers sah-
mibbed.  fut, 8% lemg ast, the prise was
swarded e Walley Fal B, fur the pa«
por pristed beorewith.Everybody csmach
B 3 winner, and jodge: are bul infailible,
But, & must bo conceded ihad dhis esspy
prosents s prastlonl  pisem,  well srgued,
sensise.  Comsants and oribieisme will be
welvasand ~—Hditor.)
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pose for which they ars boest adapied
does nol require the same amount of
rilding opst in all cases,

Hermes Mzay Oest Flve Tlmes the Bige

For axampls, adegueils rewidence
bulidingz cost five fimes a2 much 33
tine iand on which they ave buill. On
the average there s §200 of land val-
ne for esch $L000 of building cost
foy new dwellings™ The average
single-famity bouse consisls of five
roomy, housing on the average five
peopte, so thal land value used for
living purposss in Greater New Vork
iz F200 8 roo0in, oF & person. Mualii-
plving 7,500,000 {populstion or rooms)
by $20% makes $1.500,000.000 of land
yalpe used for dwellings, Thsre is
whout $8060,600,000 of land value in
{3reater MNew TYork™. Thiz leaves
%5 BOD000,008 of land value nzed for
commercigl purposes, or wasltsd in
vacani land

Homes Pay op Six Tax Unils

In (uesns, Brookivn, Bronx and
Richmond, modern homes which are
taxed on the building cost as well as
the land value, on the average pay on
& 358,000 assessment, $5.000 on the
house and $1.00¢0 on fhe land: that
iz, on six units of taxation of which
five iz on the bellding and one on the
1land value,
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Compmiereini Propeyti
kY
The averdage wmodsim commercial
building sccupies land valued shout
egual ig ihe building.
gethey i1 asseswments on business
puildings in Manhstian along its com-
mercial DacRbone  from Batiery Lo
Hartem, -1, 1H of the world s fine:
we fingd the land value and the build-
ing vatue almost egual, The ralic
im oone 1o one. The reason is obvi
The avevage worksr sotupiss aboul
56 square feel of office or store apace.
At home ithe same worker fag 250
souare feet of spage. I takes five
thnes az omuch brick ang tar to
bowse & man Bb home as it dogs o
house him at work.,  An  adequals
commercial building therefors pavs
on but we units of {axaetion, oné on
bullding and ong on land,

% fay Gu Two Tax

Adding 1o
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Varant Land Pays on fhoe Taw Lnit

Land held idie for speoulation pavs
on the land value only. There is more
idle land n Greater Mew York than
most of us vesiize. The Tax Depart-
ment clagsiies as vacant -anly land
which is whoily ynoccupied. If &
small, ramshackie or boarded-up tene-
meni 5 on the site it is classified ax
improved, & good commercial site
worth $10,006 with 2 $1.009 sharck on
it zhould bhe considered 99 per cent
vacend, A $20,000 slum site with a
century old fire-irap on i assessed
at $5,0040 is really 95 per cent vacant,
becayss it should have an apartment
houze on ib worth 3100000, or five
times ag much ag the land.

Tming these measares of sufficiency
Manhattan Island as a whole can be
congzitdered as onty 25 per cent ad-
equatety improved, or seventy-five
per ceni vacant, in a social gense.

The total land value for the enlire
city iz about 8 biliien dollers, against
about & billion dollars improvement
value; rmaking a ratic of cone unit
for land to one umit for buildings,
ar two tax uniis.

Gradsd Tax Wil Check Ineguality
it iz the objeciive of the Tax De-
partment io apporilon the burden of




the budget eguitably over the enlire
gity., It fails io achieve ihds equily
s0 long ag 1L rougt use Sullding cosis
as the measure of taxzalion. More
than thres-fourths of itz energy i
consumed in measuring the value of
bantdiangs.

¥i iz the purpoese of the graded tax
plan to corpsct the 4 dnation
which enviches land speculators and
robs the homs ownevs o an &
that males wwoing 3 home
irmpossible.. Under (he pras
svsiem 5 36,000 D (iaxed on #x
tax uwaits ab ife rate of 52706 per
$1060) iz {axed 3164 1§ sgualiss

the city average under the graded

BE

plan the fax would he on lwo R+
wnits at 2.7 on each $100, or a iolal
of $54. The difference iz IO a year
b zed &t 5 per cent fhis Giffs
ence iz worth $7.1856, or nearly half
the gost of the Bonas,

Shith Bisde Geadaaily
Under the graded taxt law
posed for Mew York Ciiy the shil
of the tax from improvements to land

iz acoompilsied by
rate on lapd and decreasing the v
on buikdings 19 per cent a year for
nine years, until ihe raie on bulldings
iz one-tenth that on land  wvalue
Sivict logic would secn: fo indicails
thai, the gvii being wdentifisd, an im-
madiate change would be more. ben-
eficial than 5 gradual one. Byt man-
kind resents changes thal suddenly
viplate established custom.

Fhe Bemedy by Law I Simple

A bhill has besn drafied for inire-
duction in the {ity Covncll, provid-
ing for o gradual shifl of 10 por cent
a year for nine yes The fnll
peonomic  value of landg, instead of
the market price, is taken as the tax
Yage,

Thers i3 o dffersnce bhelween laond
yalue and land price. The seiling
price of lond i@ legs than the soonomic
value of the site to the axte of the
talization of the present land vpd-
A ot selling al 31,860 which
is new taxed at 2.7 has an anaual
ground  rent value of 5 per cent of
$1.000 (39 being assumed as the go-
g rate of intersst) plus the 2.7 per
per RNl on
$1.000. or If the enrrent
worthh of money w3 per cent.
makes the fuld sconomic value of the
mite ProGG.

o231
ue tax,

This iz 7.7
VT a

cant  tax.
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Tax Base Should Be Fal Bsonswie Yalue

Pitt

shurgh has ¥

Ug partisl gradsd

rax law for many vearsd It has
not resulted in Hemedt to the extsnt

expected because of basle defects in
the baw which fend to defeal ite pur-
The Pitisburgh baw hag thres
guly Lalf-

half of

BOBE.
wajor defects; (1 Il g
y—the pullding rate is <

land rate. €23 L uses selling
iand, iostead of ¥

yaiye, as the fax bas

Baze deCreases.

Fhe offect of dee il

ing tam new
uilding

affect of X
value 8 o rage
idle and to decreage the seliing price
of land—alze a good thing.

From the standpoint of the Munici-
pality, however, ilie decrsase of ihe
selling oy markst price of land de-

For land, and as
norea tha

a5 a Lax

creases the fax bas
the rale conlinues i
Feiling of fand
tends bo GlEAppear
These practical assessing Hflculties
are overcome by the simple device
of using the fuil economic value of
land as the {1ax bage.

el

Bow  te Delormine Foonsmiz Valus
To deteripine i¥e economic wvalue
of land we add lo the merkel value
iprazumad Lo be the 2 sad valued
current tax capitatized at the
going rate of interest. The fa3x om a
$1,000 lot at 2.7 is 327, which would
pay interest (at § per centi on §540;

3

this added Lo the markel value makes
the economic worth of the lol $1840,

Since 1500 Wew York City hiae ag
sessed land valles and puilding val-
ues separately.  Since 12064 it b
pubiished a land vaiue map wid
makes it eazy to see where thase laz

ithe

values ave, Since 1835 i has
modernig its recording sou

With fheze
ihle to achieve an
equitakia for
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the City woultd then he able
pay for public improvements with-
borroving, and 11 public debl
service burden on currenl Luxal
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