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“A weird combination of overtaxation
and undertaxation,” a conference

of experis called it—one that

orovides an incentive “for what we
don't want and a disincentive . .. for

what we do want”

Irr st fax
underassessment and underfaxation
make lond specufation by far the largest
and most lucrative of alf tax shefiers
——g riltirnitfion doffar haven

thal permils speculators to realize

huge capilal gains.

Much too much nonsense iz heing
spoken  and  written and  belisved
sbowt the property tax.

Mot ome laxpaver in a thousand,
and not ope businessrman in a hun-
dred, underatands what is wrong with
i Hven assessars charged with s
administration are too apt fo confuse
it with an income fax-they groasly
underassess land that is kept so une
devused or misused that it s earming
ine iitle income, and then grossiy
aversseess land whose owners have
st it fo good use to earn z ogood
ineome.

"The one and only thing most tax-
payers seem to know aboul properiy
fevies 1w that their bills keep getting
bigwer and higger o e,

Arnd indeed, property tax collec
tions have mulliplied by eight sinee
39 Bat nobody seems to realize
the reason: Over thess same venrs
focal government costs have mwulii-
plied by more than 135,
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Pocal  govesnment  has  hocome
Americas biggest growth industry,
amd soimebody bag 1o pav s cogig

There iz another aspect of peoperty
taxation thai few taxpavers realize—
or seern to care aboul., Tts misaopli-
cation 1 the biggest single cavse of
sight in cur citiss, and of the sprawl
in the suburby that prematurely ue-
banizes mitlions of acves  which
should be left open country for vears
to Come.

In too many tax districts, Improve-
menis are laxed so heavily that there
is liile i any profit in themn unless
they are given some kind of open or
bidden subsidy (and often as many
as four different kinds of subsidy)

Conversely, land is taxed so Hghtly
that in-city landowners are under oo
fittle fax pressars {o put i fo good
uge and suburban landowners can af-
ford to hold mallions of sores, neoded
new for orderly growth, off the mar-
ket uniil they can got tomorrow’s

3

Sorne srperts claim a major cause of

1 blight is misappfication of

ty taxation, since improvemernts
s fmxerd wily ihatl thers iz little

profit unless a subsidy is given.

prices today - {hereby forcing devel-
< 1o leapfrog far into the boon-
i 3 can afford o

Sadly unwise

Haid the consensus of & round table
conference of urban experts cospon-
sored by the Conference of Mavors,
the Cowneil of State Governments,
the National League of Clbes, the
Matiorml Governors Conference. the
International ity Management As-
sociation and ihe Nationzl Associa-
tion of Counties

“Wisely applied, the vroperty fax
ann which local governments depend
for 87 per cent of their %zﬂ( YEVERUe
cowtded be one of the . . fairest of all
taxes; bart a3 most citios apply It fto-
{LW it may well be the very worat—
a weird combindtion of overlaxation
aned vnderiaxation, an inceniive tax
for what we don’t want and 8 disin-
centive tax for what we do want,

Yo pay for rising
LOVRITITIET f( the corrniends
incregsing “too-dow™ taxes on

fand . He contends this wotifd do

&5 rch o stimudate wrban renswal
and development a5 reducing the
Hloo-figh' rates on improve

1

S,

“Ii harmnesses the profit molive
backward instead of forward to both
rentewsl ared urban  develop-
ment, Too offenn it makes H more
profitabie fo misuse and underuse
land than to use it wigely and fully,
maove profitable to Yet huiidings decay
than to improve them or replace
thern.

“Too few tax levve e to une
derstand that the properiy tax is noi
Just one tax; on the contrary, it come-
bhines and copfuses two completely
opposite and conffietimy laxes, and it
would be hard to imagine two taxes
whose congeguences for urhan renew-
a1 and urhan development would be
more different,

“Omne of the conflicting taxes .
in the tax on the EOVEeT he-Ont
what past, pr wrud future ©
of the properiv have = oy wil
spend fo improve 1L And it must be
ahvious to apvone that heavy taxe
CIL IOV s o o




izt Time o Beform the

‘he othor :
tax on the unimproved location
vaiue of the site, on what the 1’}‘"@?59*{3
ty would be worth if the owners hac
never done anvihing or spent any.
thing to improve it And it st
he obviocus o anvone that heavy
taxes on the lecation cannot discour-
age or Inhibit improvemenis; on the
contrary . . . [they | could put offec
Live pressure on owners to pul sites
o hotter use o as to %}y;nrf iy ey h
uf[.é,.?’

I
OVY 1

income to earn a good profit
paving the heavier taxes. . ..

“You weould think every city would
iry to fax land beavily and tax im-
provements Hghily if df all: but st
the oppostie s the cage. Almost every
city collects fwo or three fimes asg
much money from taxes on improve-
menis as from taxes on lands. In fact,
many cities tax improvements more
heavily than ths combined local,
tate and federal taxes on anvy other
product of Awmerican indusiry except
hovd Houor, cigavels and, perhaps,
gasoling ™

How blg iz 3 per cent?

A3 per-cent-a-vear lax on im-
proverments-——a  rate  escesded  in
niany hard-pressed cities—mav not
sound big compared with the federal
income tax that scales up to 70 per
cent and actually takes awav almost
1HY, wer cent of consumer income.
Fut it sounds small only becavse i
i expressed as a pere contage of caple
tal, whereas the Income tax-—sas s
name makes clear-—is expressed as a
percentage of income.

The enormity of the improvemsnt
iay becomes self-evident when we re-
state it in income tax, sales taxw and
consumer tax lerms,

& First in income fax ferms:

A J-per-cent-of -true-value levy on
improvemenis s apt 1o tax away 7h
per ceni of the net income a new
building could otherwise earn.

# And now, in sales tax terms:

A Fpercent-of-true-value levy on
irvprovements is the instalment plan
eguivalent of a 52 per cent sales tax;
e, 1t will cost the ymprover as much
as a 52 per cent lump swm sales tay
would cost him if he could finance i
at & per cent interest over the 60-
vear life of the iimprovemeni.

o And finally, in corsumer tax terms:

roperty Tax?

i, }t m]l d.rid e 1‘} v 25 per
cend to the rent 2 tenant must pay, or
more than 25 per cent to the carry-
ing costs an owner st meet.

tax;

Other people’s money
raost tax districts &
sess and tay underused land so lght-
tv that its owners can hold $5 millien
werth of land off the market at a net
vearly tax cost seldom i
ceading $10,000 while ity price olimbs
an average of $60.0000 Such under-
taxation has made land speculation
by far the biggest and most lucrative
of all tax shelters—s muliibiilion-dol-
far one thal allows speculators capi-
tal gaing treatment not only on their
own investment but on the many-

Convergel ¥,

eReY oX-

times-higger  unearned  ncrement
their “ripening” land derives from

the investiment of other people’s mon-
ey that s needed to make the
larwl reachahble, livable and richly
salable.

{ Avound Mew York, investrment by
other taypsyers {0 pay the propor-
donate capiial cost of added nolire
and fire protection, and new schools,
strests, water supplies, sewage sSys-
tems, hospiials, eic, iy Hemized
by the Hegional Plan Assccistion
at 320,000 per residence—or, say,
voughly 580,000 per acre, And that's
a juicy subsidy enabling a specula-
tor o sell land for, perhaps, 20 times
what he paid for it.)

Faxpavers may find it easy o
understand that hesvy faves on iy
provernents are bad moi only for
themselves but for evervhody. But
they alse wwst wndersiand that in-
creasing the tayx on land iz juet as
important, for at least three big
FeASONRSE.

1. There is no other iax by which
iocal governments could recover the
revenue they would lose by reducing
ihe tax on anprovemnents.

2. Inereasing the foo-low fax on land
wouid do as much to sthmulate ur-
ban development and urban renewal
a8 reducing the too-high tax on im-
vrovernenis, for it would combine the
carrot of f2x reduction on improve-
ments with the stick of heavy taxa-
tion on Jand.

An eight-vear study covering land
sales in Milwaukee indicated a stae-
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L6 RROT
iavid: ”he—
ownershin
would o change that, with no urban
renewal subsidies whatever, 1t would
be profitable for owners of all the va-
cant lots and chsolete buildings now

iv fax were me%ﬁd i
arithmetic of  properiy

valugble Wil
waukee land to evect buildings that
make better tuge of the siies,

1 Unless land is taved quile heavily
------- and this means much more heavils
than i is now faxed-—any reduction
in the levy on Improvemends would
be capitalized overnight into higher
iand prices.

Why? Beecause land on which vou
can erect g lightly isxed improve-
ment is worth g lot mare than land
on which any Improvement wili be
heavily taxed,

Taoday’s almosi umiversal underas-
sesgraent and underisvation of land
is the No. I reason why the Douglas
Commission found land prices in this
couniry soaring 6.19 times as fast as
the rest of the price level, It is the
Mo, 1 oresson why 500 Louls, where
the property tax ie too low, is in even
more trouble than Buflale, where the
property lax s so high,

It is the Mo, 1 reason why in Eu-
rope, where the property lax is close
o zero, land prices are so crazily
high that a 50-by-3100foot lof m a
guite ordinary suburl 156 miles from
the capiial of Swilzerland cosiz more
than $60,000; the No. 1 reason why,
on the fringe of London, land zoned
residential sells for $120,000 an acye
in Hendon, 3168000 in Hampstead,
$183.000 in Ealing and $192000 in
Wimbledon,

Its also the NWo 1 rveason why
more than 80 per ceni of new homes
being buailt in Europe today have to
be land-thiifty high-rise apartments,
and why privaie enterprise has been
priced out of 45 per cent o 80 per
cent of the housing market there END

precmpling 5o much

PERRY PRENTICE, auihor of this arti-
cle, was pice president of Time, Inc.,
from 1939 fo IB6S and is stil active
with the compony in the construction
and regitv jields. He hos been pub-
tisher of Time magazine, editor and
publisher of House & Home, and ed-
itor gnd publisher of Architectural
Foruin.,
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i oo wfw CRUSES  NGHS [OV-
and its symploms — slums, the poor,
ahd all who are uwemplmfs(;, vet are will-
ing and able to work,

We bold {his systern has pof fziled we
rather., we have shamefully failed it by
aot providing an svonemic enviromment in
which it can achieve iis remarksble po-

fentinls for prospevily snd peace

Sur bagic problems arve not cavsed by
Tabor as the word i defined o economadc
seiemee. Tabor incindes a1l homan offor),
menial amd physical (ncluding manage-
ment sbor, of course) develed o the pro-
duction of producls and services. Lashor
must first serve olthers before wages wan
be received and enjoved,

Wor are thege social and economic evily
due to the private creation and cwnership
of irte Capital which is a man-made, man-
wsed #id i productiosn. It ton, must fiese
serve others i Mg providers asre lo receive
interest-wages,

However, an econonie facler exisis that
15 exploiiative not only of Labor asd Pro-
viders of Capital, but of all people as con-
sursers, Before Laber and Providers of
trae Capital can produce more producs
and services in far grester sbundance than
they do today, they must have uninhibit.
ed — unspecalsted in -~ access fo land
and its extraciable natarsl resources. Wiih-
out such access there must be great ex-

ploitation of people snd & resulting bandi-

oo By

; " Fném—p SN

it must be cbserved that while bor
amrt Froviders of Capilal Live on incoames
of wages aznd inlerest-wages, holders of
land for income live on something en-
tively different, pamely., HENTwf-land. To

get this RENT thev need not labor or
provide capiisl; they mervely grant others
the prw' spe of access fo jand they weve,

themss firsh ad to hold by gov-
eznment And i omany cases they can grant
such privileges for as many as 99 years

While landowners use unearned BEINT-
of-land money to buy products and ser.
vices, these produvers must tse their sarned
wages and mntevest-wagss (v exchange for
the products and seyvices fhey wani.

Ii mav be argued that landowners bought
and paid for their land and therefore are
entitied to the RENT. Sleve owners amd
buvers of stolen property also paid for
their purchases buf this does npot give
them the moral, sconomic or natural vight
of possession. The rental valoe of a piece
of land does not depend on anything the
owner does, bul on what society does; it
goes up ss population increases and con-
centrates, and more valuable vnpmvc—
ments and services are publicly and pri-
vately provided. Hach ‘invester’ in land
krows that he has only fe buy and to
wait until society increases s value or
antil taxes on hs land are reduced to profit.

We hold that the most ancient and yet
the most modern exploitation factor sver

ESOLUTION ON

Property Tax Reform adopted by

E HAYE FAITH é%@@ %%ﬁ% ?&ﬁ%ﬁ?@ %ﬁ?ﬁ%?@ggﬁ

w a few people of
et Ded-given

of which no one
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We furiher hold ihat Government should
pot tax one cept of income justly due
Labor or Providers of frue Oapital with-
ouh first osi very sobstantisl porfion
af the publ woated snd earned RENT-
of-Famdd o tive cost of government and
ite public services

Sufficient proot of the basic cause of
exploitation. of people can be seen in the
nature of both the Russian and Chiness
Cammunist Revelutiona. Hegardiess of ec-
snommic theovies of the Mardsts and wheth-
er they prefer to wuse ballots or “bullets
aut of the mouths of pung” to accomplish
their purpnses, these revolutions were anti-
landiord, not anti-Capitalistic revohitions;
thev could not have been andl-Capitalstic.
The resson i mdesd simple. There was
previcus little Capital as we know i i
cither of these counirvies si the time of
their revolotions.

Today our basic troubles do wol stem
fromn CAPITALism, but from BARTH.
lordism, ouite a different Sem.” When ithe
evils that rescll fvorn EARTTordiesm are
fully considered, it will be recognized as
anti-Free Private Wnderprise as anyihing
history bas ever recorded.

Ves, thiz iz the CHAEDO of the Publie
Hevenue Rducation Council

The Urban and Regional Affairs Conwnittes
Chamber of Commerce of the United States, February 17, 1971

The policy statement of the Chamber of Commeree of the United States says clearly and np-

eguivocally that:

“Diginicentives that inhibit

Iems should be eliminated.”

private enterprize from helping to solve socizl and sconcmic prob-

A To implement this Chamber policy and give it specific application to encouraging private en-
terprise to faa.}e:e a more active part in urban development and so lessen the need and pressure for
costly subsidies, the Urban and Regional Affsirs Commitiee recommends that the Chamber should

take this

same strong and vpequivocal stand for reforming the administration of the local prop-

erty tax. Such reform should include shifting the principal weight of property tazatfion off the
OWnﬁ?-crea%:fzd value of the improvement onto the commuity-created value of the location, ie, o
what land in that location would be worth if the past and present owners had never done or spent

anything to improve if,

We believe it obvious that beavy

taxes on improvements Inhibit and often prevent worivate in-

vestment In Improvemenis. Conversely we believe heavier taxation of location values could put ef-
feetive pressure on the owners of underused or risused locations to put their property to better use

or sell it to someone who wiil

We believe that many businessmen have insufficient understanding of the harm today’s wide-
spread misadministration of the property tax may be doing in their communities,

Th-exvef;wre, the Urban and Regional Affairs Commitiee urges that the National Chamber de-
vote gil feasible resources fo developing and using information maferials to inform its membership

of the costs and the aslernatives fo ineffective property tax systems.

You are invifed to serd for our free faxation-education

leafiets on TAXATICH EDUCATICN FOR CITIZENS.

MNoah [ Alper, President

Public Eovarne BEducation Council
705 Chestnut Street, Room 624

Saint Louis, Mo. 6310!



