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1986 tax bilis, estimated bill under split-tax proposal and
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Land-value taxation — also called site-value or spi
rate taxation — dates back te the 1700s and was espoust

& West End home: $3,120,
$1.773, 43,17 percent
o South Sida hgmg. $§!4 MOS
33.27 percent.
® West End condominiums:

~ $78,025, $4,888, 93_._?6 percent.
» Bilfings Sheraton Hotel:

$213,684, $10,509, 95.08
percent.

o Transweslern lil bui!dlng
$59,088, $9,554, B3.83 percent.

¢ Rimrock Mail (major parcel):
$313,909, $281,473,10.33
percent. ’

(Figures compiled by Hossein Varamini from Yei-
{ovstone County tax records)
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< Ryan Qldsmoblile; $1 5441,
$23,418, -51.66 percent

® 4 Seasons Shopping Center:

$22,406, §37, 265 -62.32 percent.

@ ToyotaLand: $11,310, $25,835,
| -128.43 percent. - '

® K mart (Central Ave.): $65,715,
$91,723, -39.58 percent.

® Cener truck stop (Main
Street): $3,139, $7,402, -135.84
percent.

- @ King Avenue and 24th Street

West {city-owned land): $585,
£1,768, -196.98 percent.

taxes.

ments.

An Eastern Montana College economist has a {axa-
tion proposal to promote development by increasing land

Hogsein Varamini, an-economics b
and finance insiructor, has suggested |
a land-value taxation method that
would place 2 higher tax burden on
land while reducing, or even exemp-
ting, taxes on imprevements.

The plan, he says, would cut
taxes to meost residential property @
owners while still raising enough g
meney to pay for public services. The
tax plan would only be applied to resi-
dential and commercial property.

The present taxation method,
used in Montana and most other
places, applies the same tax rate 1o both land and improv-

7782

home taxes fall

by iSth-centary econornist Henry George:

George believed that iand should be the only sour
of tax revenue because all wealth stemined from la
ownership.

A modification of George's tax theory has heen us
for severat years in Pittsburgh and other western Per
sylvania cities. There, improvements are faxed at a low
levei than land. -

Varamini says the land-value taxation concepl ¢
courages development and new construction and discoi
ages speculators from buying bare, unimproved propel
and simnply sitting on il

“In economics, we have a widely accepled theq
that if there is a limited supply of somglhing, the price
the only determinant,” said Varamini. =

“Under the current system, a<eveloper can buy la
and pay low taxes,” he said. “Ail they do is reduce the si
ply of land and drive the survounding land prices up. Hij

{More on Land, Page 144)
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er taxes would give them an incentive to develop the
land.”

Varamini is in his second year of {eaching at EMC. A
pative of Iran, he holds a master’s degree in Dusiness ad-
ministration from Phillips University in Enid, Okla., and a
doctorate in economics from Kansas State University, He

_has livéd in the United States for eight years.
™ The EMC teacher says he started work on the land-
value tax proposal this spring. Assisted by an economics
student, Pat Perry, Varamini researched and applied the
land-value method to selected Yellowstone County prop-
érties.

Varamini has circulated his proposal to some mem-
bers of the Legislature’s Revenue Oversight Commitiee,
and he hopes to interest the public in the idea.

His figures, based on current tax valuations and lev-
ies, call for a land tax-rate of 11.46 percent and no tax on
improvements. The present local rate on bhoth land and
improvements is 3.86 percent.

The proposal would raise the same amount of reve-

nue — $157 million — as residential/commercial property
taxes did in Yellowstone County iast year, he said.

The plan would cut property-tax bills on almost alt
Billings residences because the value of the homes often
exceeds the value of the lots, he said.

. Also saving would be comrmercial properties occupy-
T ing relatively small land areas, such as the Billings Shera-
ton Hotel and the Transwestern III office building.

Meanwhile, businesses that use large amounts of
land and undeveloped properties would bear the brunt of
property laxes.

For example, Ryan Oldsmobile would see a 51.66 per-
cent {ax incredse while K mart's tax bill would go up by
39.58 percent.

“Those who use land to make money, should pay
more laxes,” Yaramini said, “In the short term, some will
fuffer. But, in the long run, it is a more equitable tax sys-
em.”

Businesses faced with higher property taxes can
pass their expenses on to customers, he said. Homeown-
ers, meanwhile, would see more disposabie income
through the lower property-tax bite. '

Most important, Varamini said, the tax plan would

spur construction because land owners would realize no
gain by keeping undeveloped land.

Revenue Oversight Committee members and a iax
reformer are jukewarm 1o coild on a properiy-tax pro-
posal offered by economist Hossein Varamini. -

“It has a lot of merit,” said committee member Sen.
Tom Towe, D-Billings. “But, i{’s a little riore than I'd
want io grab onto and make a cause right now. From a
political standpoint, it’s not practical, but it's a very in-
triguing concept.”

Towe said he fears that land-value taxation would
meel with considerable landowner opposition if it came
on the heels of a recent state law that increased tax bills
by reclassifying suburban land.

Another committee member, Sen. Bruce Crippen, R-

* Billings, said the proposal is unrealistic.

“He (Varamini) seems to think that it is uncenscion-
able for anybody to buy land at a low price and resel it at
a high price,” he said. “That taxation is a function of the
income tax, not the property tax.”

__Crippen, developer of the Homestead Business Park
in Billlings, also takes issue with Varamini’s assertion
that developers make money by putting no improvements
inland: . - ) g

. B

“There’s $4 million invested in utilities at Home-
stead. Where does he get the idea that all developers just
take the money and run?” he asked

“If we want to limit land development, then don’t do
it with a property tax,” Crippen said. “But, if we want to
see development, we can’t afford to makKe it 50 onerous
for anyone to come in here and buitd.”

George Anderson, a Helena accountant who co-
chairs the Montana Tax Reform BEducation Committee,
said the land-value concept sounds interesting but it may
not accomplish very much. )

MONTREC is sponsoring a ballot issue that would
freeze property taxes uniess the 1587 Legisiature est
lishes property-tax reforms.

“Prn happy to see government raise money as long
as it's done fairly,” Anderson said. “My feeling is tax re-
form is not something that drives somebody out of the
economy.”

Varamini is unruffled by the response.

“Whenever you have a change in a taxation system,
some are going to win and some are going to lose,” he
said. “What’s important to consider is who is going to win
and who is going to lose.” )

HRep. Mel Wiliams, D-Laurel, Revenue Oversight
Committee chairman, said it’s unlikely the group will look
at the proposal anytime soon.
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