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SUBJECT: BenchQMark Taxation .

s 1972

Intervmew with Dr Mason Gaffney of Resources for ohe'

Future, Washlngton, D. C.

(Interview conducted by James

Johnson from the Senate |

Subcommlttee on Antitrust and.
‘ Monopoly)
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' byﬂtaking a serious look at real estate tax methods and at the.

:land speculator who sits on idle property. Senator Hart

7f~$1ﬁ JORNSON : .Dr.Geffney,'es a result of the insurance n°;
.hearings tne Subeemmitfee is interested in.nhe subject eft
‘bench-mark taxation. One of the witnesses (Metropolitan .
'"Life Insurance Company) ekpressed'great difficnltj in

Aassembling large tracts of land which results in high coets"

and which nltimately are passed on to the consumer. The

‘witness recommended that much could be done to lower costs

P

' Jrespondeo to Metropolltan L1fe by asking if MLIC were suggestlng
fa bench mark tax to allev1ate tne problem of assembllng 1arge

:.ﬁracts of land for development

fe- Dr. Gaffney, would you pomment on bench-mark taxation?

for the Senate Subeommittee‘on Antitrust and Monopolz7 menvioned

to me onthe telephene that after Senetor Hart questioned what

MLIC) spcke up and'suggested that federel'grants of certain

'klnds should be contlngent on reform of 100&1 governments

admlnlstratlon of local property tax.

Along the llnes suggested, that certalnly is one p0351br11uy

'rit~would also 1nvolve substanulal presumptlon on the part of

. DR, GAFFNEY: Dr. Maftin_[ﬁr; David D. Martin, Chief Eeonomist__]'

could be done in the area of bench-mark taxation, Nat Roggie (of

Federal Government to interfere w1th local autonnmy, Wnlch mlght
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']graiée obJectinns which could be an'obstgcie; Tt occurred
o me that another approach which:is more directly Federal has‘ f"

© to do with income taxation.

Vhat yéu‘havéris-é'species of behavior on the part of local -

assessors which is quite comparable to what used to be called
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_competitive under-assessment, The competitive under-assessment

arose when states were-cOl}e?tiﬁg property’taxeé'or counties

. %efemgoliec?;ng,aﬁd thé&broperty.waS—asseés?drby,the local
x:'déseésdr or a numbef of local assessors. Each local assessor
 was motivated;'in'order'to contfnue,doing the tax.payment frem

ﬂf%is jurisdiction to the county qf state jurisdiction, to i,

‘assess relative to other assessments. This Quickly lead to set .

values down to the neighborhood of 1% of true market value'or'

.‘youid have if ailowed:tQ ;un to its logical gonclusion. To

"éombaf this the states and counties‘setrup boards of equalizatioﬁ;;:'
_ The funcetion of the‘boafd of equaliﬁatibn was folmake;sUre that' 
' £E¢‘l§calitiés wefe_aSSessihg.thé‘pfopérty ddmparably; they ﬁeré-'

'L;pperating simply by-chécking-sa;eé after theassessmenﬁ_value

-~ {or lets stéterthaf.another way) the rafio of assessed value to the
i;ales Value'which\was a1most alwéys lesg thaﬁ.aneﬁ In comﬁaring
fﬁheée different jurisdictibns andrthenVCOrrgcting the local

assessments accordingly s6 that for example assessments to sales

e e e

et e e

e




RTINS T R

' ra'tio in a certain jurisdiction was 25% or 1 to k, then the

'laqsessments recorded on all propefty would be quadruple o

3 brlng them up to lOO% for parity Wath other assessments.

Now what we are faced with today 1s an analogous situation on

';the part of the Federal Government Here compeultive-under--

-‘assessment takes a dlfferent form since the Federal Govefnment:

does not collect a property tax.

' what do you mean? Who is competing?

 DR. GAFFNEY: . Diffevent local jurisdictions are competing with

'”héacb other to undér-assess'the'Value of the land. And orlglnally

"to under-assess the value of all properuy ~~ that's how ‘the

' term competitive underuassessmenﬁ' originated. The relationship

between land and buildings becomes crucial when we are talking
~about the administration of the Federal income tax.
Heére what is going on: can be termed competitive under-assessment

‘“in the same sense; but when you are talking about income tax as

" applied to real estate, & lower tax burden for Federal income

‘tax'purposeS;may'be_achieved“on income;property_by understating -

JIM JOHNSON:. When you use the phrase competitive under-assessment,

the value_of:the-land.. This comes about.becéﬁséfzhder;thefincome.
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'?tax law; 1ncome propert&‘can be ﬂepreC1ated several times;

| after the original ouildjng 1s depre01ated once, the owner..
.“sells.:(Well 1et'° look at wuat the second owner does. )
iTThe second owner can then deo*ecuate all over again starulng.
-ffrom hlS purchase price ~~iwhich is known as his basis.r At

_thls p01nt it beeomes 1mportant however, ‘to allocate this

‘ baolu between land costs whlch are non~éeprec1eole, ‘and the

bullding costs, which are depreciable._ It is in the interest
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into a iax shelter.

'..0f _the taxpayer seeking.to bécomele_Eggipeypayex‘io turn this

It is to his 1nterest to allocate as much as possible to

'.tne bulldlng which is deprec1ab1e amd, therefore, as little

T“'as possible to‘the_land which,is‘non—depreciable.. Now then,

:f£he question arises -- how is this allocation 5 BE TEAE oF
Tlf 1t is challenged by tbe Internal Revenue Service, what
lobJectlve reference is to be used to determlne the correct

_allocation? Now,'the practice almost universally is‘to

r

{accept the qtatement ol the iocal, assessor as to how value is”
' &11ocated between land and bu11d1ng A a-result,'every local ;
Tassessor-in the country is under pressure from owners of

‘%_ineome‘property;'who_generallyjare‘the more influentiel people
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‘in”ﬁhe jurisdiction, to under~as sess land. ow, to take a

_‘spec1f1c case -- Ken Back, who is uhe Director of Finance

in the District of Columb1a, is_qn record to the effect that

when the Diétrict-oftcelumbia reassessed land about five years

ago there were almost no objections on the part of property

~ouners with respect to. increases in thelr total tay blllu; but,
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' there is strong obJectlons on the basis of ‘the allocation of more

value‘to,tbe -npn-depreciable land which forced the owners to ]

. pay more value to the non-depreciable land which forced the

. owners to pay more Federal income taxes. The District of

Columbia happens to be one of the few jurisdictions inthe

-qeuntry which does assess land properly. - Most other jurisdictions

are undef-asseesing'land by a very large factor.

JIM JOHNSON: Dr. Gaffney, would you elaborate on the argument

'.agalnst hlgher land assessments given in your Apr11 1972 artlcle'

s entltled, "What 1is Property Tax Reform?” printed from The American

© Journal of Bconomics arnd Sociology, particularly'the argﬁment that -

higber land assessments will place an undue burden on the poor?

‘DR. GAFFNEY: - I didn't give'that‘arggment in my article.

JIM'JOHNSON: That is an argumeﬁ#}'however, that is mentioned.

TR. CAFFNEY: Oh, that's given. =

e o]
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'thIM JOHNSO Can tne poor really affor& hlgher 1an& assesaments

"-_ when they live in and own rundown housing?

' lana of some kind that no one wants. There ‘you mlght flnd a

1ne1ghborhood occupled by the very poor on land of practlcally

" DR. GAFFNEY: -We.are uot concerneéd here with the total level of .-

.

property. taxes but just with the allocation between land and

- buildings. We have some poor people who suffer from the fact .

that buildings are over-assessed and contrary-wise if you

-changed it and assess property at its market value -- both land

" and buildings -- I am sure you could find some people who were“‘

pobr who would suffer, However,jﬁhis would be more the

’ exeeption than the'rule, I have collected some data on this '

,'subgect and others have also 1nd1cated that the ownershlp of

land tends to be much more concentrated in the hands of the -

-:wealthy than is th e ownersh p of bUllangS Or, putting it 1;"

l-anqther;way, pcor people live in neighborhoods where the vaiue

bf.land 1s low;and even though they live in buildings whose value.

is Low, the ratio of the building value to land value is

o generally higher 1n the nelgnborhoods where poorer people llve.-'

ﬁAn extreme example of thls is flood plane land or dere;lct

"zero value. The only tlme you do flnd very poor people 11V1ng

‘fbh valuable-land_ls in a tran51t10nal area —-_the_bullding 1s_ﬁo‘ﬁe
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© . -demolished in the wear future. But, by and large it is the

‘f.other vay around. I have data On'that which I have put

together. This ﬁata has several cities on this ﬁubJect.
Footnote No.. 29 in thls paper ( Tne Property Tax_is Progressive~ .

Tax ") cltes several sources of‘data from empirical studies: :

."1ndicating that the share of real estate value, which is land value,
i flfises‘ae the valoefof property inereaSes.' Putting it another

"lﬁey, poor people‘live!oo yery eoeep tapd; and they also live

freét very high‘denslty.f Putting tﬁeee;two'factors_togetherIyou-.

© find that Land belonging to the poor has very low land value.

0f course, this raises a d1 ferent question from the one we

g started w1th which was, wkat is the fea51b111ty of bench mark

:e dssessment that the Seuztor referred o7

I thlnk 1t 1s a very 1mportant questlon, and anothar very

relevant question 15 would it make property tax more progre531ve

T or less progre551ve? And I thlnk the answer is that bench mark '

taxatlon Would make property tax more progre551ve by puttlng

a_more empha31s on'land,

5JlM JOHNSON:, So “you feel. that the wealthy will pay a larger share

' of what is now: commonly called income tax. -

DR GAFFREY We have two taxes in question here -- property and

Zl_lncome;tax. The effect of puttlng moxr e emphas1s on land would




 asin
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',deductlon.

_ J 1M JOHNSON: © Should tne Senator ever have to defend the

'prop051tlon of & bench-mark tax he will have to show the

: make the property tax formidable for people who oW more rnai

[t o =
[T : .

estate. At the same time, it would also change the income

{'tax and would make people who own 1ncome yielding real estate

"pay more ‘income tax by cutting down thelr uepre01ation

JIM‘JOHNSON: So it‘woﬁld be double edged......

'”F‘DR. GATFTNEY: Yes, & daable edged... no, not a double edgea but

a double barreled shotgun.... Iu vould hit them twice -- once

in the property tax and once in the income_tax.

- nece551ty of such a program?
DR. GAFFIEY;: Yes.

,QJIM JOHNSON: I notlced in’ glVlng your paper entitled, '"What '
i Property Reform”", S QUle perusal that you gave a llst

.of'reform-prlorltles;- Do you see-these as being conslstent1 '

bfigermane to what we are discussing now?‘ Would you. give some

interplay between thé prlorltles you listed in your paper and -

the reasons the Senator may or could glve for 1nst1tut1ng a *: =)
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'lfsréform such as the‘boﬁoh—mark tax. that would change our presenf-:“

tax structure by -closing thé gap of such a large tax loophole.f

1.;g;DR{'GAFFNEY: I‘wlll try to put myself in the Senator 8 shoes...,

“He, the Senmor, 13 concerned w1th antltrust pOllCJ flrst,_not o

" 'tax policy as suchi bub he vould be interested in how this would |

';féffect the compeﬁitive system -- whether it would make the'systém

- .more competitive or less.

Kow; here I think puﬁting-mofé‘emphasis on land would be very

: i'-cons1stent with maklng the system ma e compe tltlve. That would

"be one of the strongest arguments in hlS favor, and contrary-w1se,

shose who are agalnst 1t almOSu always use. arguments Whlch are .

AN e 1 it

';'thlnly velled statements of a monopoly 1mp081t10n

To be a llttle more graphlc about it, uhe effect of u&Xng

‘sland and redu01ng ‘the tax burden on bulldlngs is %o increase the

: 1f:Now another way of saylng that 1s i wlll increase the competltlveness

supply of bu11d1ngs, and those who oppose this poliecy almost always

= ;;?say the new bulldlngs will pull uenants avay from old bulldlngs.

" i-of the market and w111 make the real estate market more competltlve

h[gAnd thls is true in Lhe housing market thls is true in the.- ofllce

' fmarket,;and;1t ia also true 1n'the,reta11 msrkeu. .YQQ get an -:.

]f&wful lot of deliberate suppression of competition io the istailing

T
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£iéld whicﬁ oéérates through zoﬁiﬁg,'but also operates through
fpﬁéperty tax. And,ﬁpeo@le'who are afraid of takiﬁg the brakes -
'.off in the con5uructnon of new bulldlngo are frequently afralo

. of competltlon spec1f1cally This could ‘be documented at
"considerable length if ane wantaﬁ to. So, I am very sure tﬁat |

' ‘puttlng more emphaSLS on 1énd assessments and lowerlng bulldlng
 asses$ments'-- especiélly the assessment of ne w:buildings -;
iwould make the urbaﬁ economy moféléompetitife and certainly more

“ecompatidle in some areas.

Now) when you get. into big”industry, corporations with

national markets as opposed td retailing, office, and residential

space in local markets, then yoﬁfget;into a closely related

“question; and Dave Martin has doﬁe”some_veryrgOOG work on this
himself. In a chapber he_?ublisheé in a book that I edited
on extracted resources er tlﬁled " "Extrative Resources and Laxatlon,

_in which we studled ‘the ratio of mlneral reserves to outpuu."

This was with corporations according to their size. We found

- that the larger minera; corporations:tended %o hold lafger'.j
5 feéerves of lané'reldtive %o Qﬁtput than smaller ccrporatioﬁs
=,éo'that, for-inéténce, (et nme pﬁll some figures out of the3gir):
.—.they are not tOO::i‘_ar-wi_"long. U8, “Stee],lhlac’l a 100-year reserve :
e ofiron ore ét‘the fate tﬁe& WErefgoing. Whereas, smaller steél.
companies had a 10-year reserve 1nd1cat1ng that th e larger
:Jcompanies‘had much more lan relatlve to its output than uhe

Amealler companies, This:pattern uhat‘DrL Martin discovered
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‘gfis've}y‘much"ih‘lihé-ﬁith my_bbééfvations'of a systematic
Jffpattern. :

‘- JiM JOHNSON'? I;ﬁduld.like for you'to élabdrafe on étudies{_- L

‘5ﬁfthat woula show the results and problems of a bench~mark

'3‘taxatlon program in other countrles or in spec1flc areas within~
-this countryf

.

y : - ' - o
-DR GAFINEY : I am sure Mr.‘Henry Schecter can explaln areas Ta

~'f.‘1n this country that have successfully used a system whlch‘ '.-QQ',

[T

approaches bench-mark taxation.- (Dr. David Martin knows Mz.

3

:'Schecter )

Mr. Schecter,along w1th hlS research a351stant Mr. Terry, .

).put out this pamphlet entltled, -Property Taxation Effects on Land-Usage,

. deted February 2l, 1971. Tt was submitted to Sehator Muskie's ' . . . .-

 Sﬁbcommi£tee‘on“Intergovefnmental Relations. It hés;a CbnSide?ahle'
Q:séctioh on what tﬁey call‘iand-value.taxation which is reléﬁéai”
"tﬁfo-thé,COncept.qf @eﬁch;mafk aséessment; as ydu have expreésed.it. o
'?It starts on pagé 36 of this pgmphlef;' If discusses Amefican-
o experience and foreién experieﬂce with iand—value taxation. I would -
f:fregard it as simpliy introductdfy‘n- especilally the pé:t oﬁlforeign

Ii.expérience.(Mr. Schecter is with the Congressional Research Service. )

1= )
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:';Thie book was published‘by,W1sc0n51n Universlty Press.

-5al 50 surveys the literature on the subject. (Amply footnoted )

:’.ﬁlength.

.f&bout that Actually, bench mark as was descrlbed in the hearlng
-{}is a little bit mlsleadlng becauserthe'man.from the 1nsurance

”f}compeny who was describing'it'made it eouhd very unusual A5

geL .
There g a book on the subgect that was put ocut by
lfi“AuaLralzan Natlonal Unlversity It is called "Urban. i
< ; _ SE e
_'Redevelopment in Australma I.don't'have a COpy of that;
':e]but it is c1ted 1n thia b00k (! A sessment of Iand Value) Al

‘, ' -41 St

This book also aketches the American experlence. It

'I‘I think thls would be a good start for research on the subject. ilﬂ

Thls vook on the Aasessment of Land. Value gets 1nte the

i:nuts and bolﬁs aspect of thls bench mark assessment in some

t;';JIM JOHNSON:. TIs the term_bench}mark actually used?

e‘ DR. GAFFNEY: No it is not used in here as far as I am were..

' 'It is 'a perfectly good term.. .. I mlght say & word or two

A Ii

Actually, all 1t meaﬁs is asse531ng land accordlng to tHe

":fmarket which is what the law dlrects. The fact is that the law -
‘-Qﬂfwhlch dlrects thas is generally not followed " Most’ assessors,ifi'

: “break’ the law every time. they assess land. "But the law says

s A
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;,sthat all prdperty éha11 be assessed at market value, and the
- rulés shall be uniformity. -

R

AR
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- JIM JOHNSON: ......Metropolitan Life Insurance Company  statement.(50L) ~ -

DR GAFFVEY Well, the freeze nere that I take exceptlon to 15.“

where he says to tax the land on. the basis of what soc1ety F B | '?;
1Judges its use should be, not on.the basis bf the appralsal

i_?of the bulldlng,' Well, ghere hg says what.5001ety Judges,. b

. that sounds a little bit arbitrary, especially if some pvernment.

.iﬂ:,f:official walked in and said we think this land should be used  H JE

" ";“;fi.ffor somethiﬁg dif-ferént thari it is being wed for.: Actuany, :
.Tfhvhat happens is that the market ‘makes this Judgment---some buyer
rfwalks in and says 111 pay more/éf?s land than its worth to you
©in its present use and_that is vhat determines the market._fThé: 

1 ;§ssessors merely follow the market or should. if thE‘asseSEQ?: :'

‘ imerely_fol1ows.the market, he would automatigally&raise theigf,fﬂ}_-.

fff;assesément of the lénd wﬁen‘pgtentiai ﬁidders_waﬁt it féf]tﬁaﬁ“. T
: o S R R

'?:use.. We wouldn't go.in thére and arbitrarily:set the valﬁé;

.g_iWe wouldn t arbltrarxly say that 1t should be put to anotner use.

',Ef‘JOHNSON:' The assaésment1youiénft:really be changed until afﬁef f‘

" the sale of the assessment. -
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":rDR; GAF?WEYE :Weli"that{s‘not quite oorrect."Sgppose you have_é:” o

"é; block with 20 parcels of property in it. They'are all in singlé‘” .

famlly houses and somebody comes ln, and it' 8 more for one parcel

T-of land because you re g01ng to burld an apartment there. That‘ T--

ngould mean that all that land had'that potential use in that

:‘-.Tf_block © This would not be. hased on an arbitrary Judgment, 1t

-3would be oased on that they were buyers wanting to pay that prlce.

'-,ffJIM JOHNSON: Then, 1f you have a house w1th1n a block where land-‘

"-'gassessment has 1ocreased and 1f you are of modest’ means then

n 1n,effect'you are belng forced out, are you not?

DR. GAFFNEY: ‘That's‘righti;_lf.you loock at the big picture, the

"‘polioy of.assessiﬁg land by‘ité market value, aside from the fact

that it:is legal and any other approach is illegal, is'designéd 2

::to minimgze . thls problem oy concenﬁratlng thls uran31t10n in a.
':lsmaller area. What happens now is it is very difficult for the

 ;épartment building to~éssemble.é‘Site. Starting with the premiéq

: a?fthat opened our discussich, an aygrtment.builder would take an

':‘w:option and would buy aflot somewhére. Let's say he would need. to_:

.-assemble three or four lots to DUlld an apartment "He would buy

a. 1ot and take an optlon on the one next door; and he w1ll ury
. “v-_.

fto assemble a S1te Say he makes 1t on lOth street, and he gets '

rone apartment g01ng on 10th st eet He then trles ﬁ:agaln ‘

sy
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"ﬁgetting.rich anyway. As the land'becomes eliible for a:highér use

50

‘7'?¢n L1th Strééf”‘£ﬁ£ he'éoeéﬁ't ﬁake“i£ theféa:.ﬁe SaeinE Qéke‘“f -
.:ilﬁ on 12th Street and 1t 8, not untll he gets out to 13th Street
‘gig;that he scores agaln.E Then he gets an apartment on 10th Street
‘:and anothér on 13th Street and in between you have single
‘1:fam11y houses. Xou.repeatathis.pattern all over the City; ?qd i;“7.
; g you get the trané;tiop.frém:singie;family to aﬁartmént'uée, | _>.”
".jﬁspread over gevefal:square‘mile$ inétead.of cbncentratiﬁg b% a'ﬁ}ﬂ'u

fffew‘blocks."This Creaﬁeé‘é kiné‘of fioating va lue tﬁat ef fects B
H“Tfian enormous érea and dlsrupts the market in that area instead V
ﬁjéf doing it all and_ggttlng a tOOuh.pulled SIT o ome line wvn 5
s ﬁeriod of-six monthé._ The ides of the site value tax or any
M=:approach in that directlon, such &8s oench-mark assessmenb; woﬁid
h;bé'to-concentrate the‘uran31t10n in a smaller area;_ Now,.nqbpdy‘
‘fiboﬁld‘deny that it is goiﬁg_to.move out fhe old ownefs, oy'ét léast‘ 

. cause them to change the use of the land;‘thaﬁis,the.pﬁrpose.- L
' JOHNSON: How would it benefit the homeowners?

L ;‘DR; GAFTWEY:f Well,_i£ wou1d make them rich probably. _They will be

%

'1 ﬁi1l be able to sell out for a higher'price. One of the great

-31ron1es of our tlme is that owners of land in transitlonal areas

jare weeplng bltter tears of the-r181ng tax assessments. Thelr f;
' fland rises in value of $50 for every $l the tax bill goes up. But

"':"they scream about thelr taxes and act as if they are belng conflscaued

they

o i T ot B e b e S
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5fwhen 14 facttthéyafé ﬁeing'enrichéd. The taA mech&niﬂm is

only taking a l;ttle bit oi Lt back.‘

o
LT '

JIM JOHNSONL"'Toiside3§gbfjust‘afhit'héré, how do you viewfthef f7

:”Washiﬁgtbn.Area Metropolit&h Coﬁﬁcilrof Governments? They

: are supposedly plannlng and coorélnatlng the growth of the area.,

Do you see the plannlng counC1l playlng a more effective part

‘1f & slte tax 1s_1n1t1atea-1n_tbe‘Metropolluan Area? Do you :

"j Sée ﬁhem baving mﬁre éoﬁtrclv (One of the hot toplcs in

;ﬁfban economlcs 1s that c1t1es Just Sprlng up -- the seeds of
' ~_develgpment and g;owth are Just=5cattered. Nolcoprdlnated
'i §iénning ié'inVOQVed.-' . o | |

You meution. %he floatihg which is preSent as a result E

of the' developer nav1ng to Jjump around over a ten block area. ..

The alsruptlon results when in rather than having Just one -

;neighbornood 1n-tran51tlonzyou have an entire sectlon_of a cityfv

,in:disruption“and~transition.

DR GAFFNEY : Weil this qﬁestiénfhas been raised- ahd'in general,

I think the answer is that the 51te value tax gives planners

'-a'p051t1ve 1evel,of pqwer.v Whe;eas their present arsenal;of--."'

ffp¢wér is primarly‘negatiﬁe;; We have the'pqwer to say no throughf” 
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; grocery store or gas ataulon. Wha it does however, do-ls _ icﬁf

—17; . { 8 ‘_”_' \_f=_ 4: 

the control'of zoﬁing ' But you don t have any sort of mandatcry

'jlngunctlon that says’ you will improve the plece of land for'
ia_eertaln use. Now, the 81te value tax does not contain that
.'Eithef. Tt doesn t give . the planner power tosay that

T;the plece of land w111 be used for a high-rised apartment or

'fshat when the planners say e w1ll put the sewers 1n uhlS area-\“ i

-”the value of the land rlses, and tben the assessment rises.

‘.'.wThlS builds a flre under the owner and forces hlm to 1mprove
';1n the manner that he deems best but taking into con51derat1on

'7~the fact that the sewer in the street and whatever publ1c works

r’*V

':the planners have put 1n there is now avallable. So, in thés sesseﬁ :
7:;1t glves the planners a lever of power to possess and'it mdkesssﬁ_n
: b il
.:.1t.poss1ble for publlc Works toulead rather than lag. In other .
;'words, you put the - publlc works 'in and then you know the ‘
“Lprivate owner_ is-going to-respend. S0, I think it is very{.f
-eimﬁortant that ﬁlenning end proﬁerty taiatios-be insegrateé,

‘especially if you move'is_shat‘direction of'site valﬁe'takasids“f

6f bench—markrassessment To rap up the things we have Just been

u'talklng about let me glve you a copy of this artlcle called
15?Land PLannlng and the Property-Tax from the AIP Journal';ﬁ.

in May 1969.
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fﬁﬁﬁ; GAFFNEfi Gcttlng vack tc thrs questlon of bench mar? 88 . ?eeat,f
o whlch T guess is your main 1nterest I would like’ to recommend fi“ |
e the book that Eeniel Holland edlted called "The Ar eesement

': of Land Value," published by UhlVer31ty of Wlsconsin Press in

'{l9TO. Specifically, there are'rcar or five chapters in here thet,
'-1bear oﬁ the Subject" one by Ken Bach who is the head of the- ”
Dlstrlct of Columbla Flnance Department and would be avellaole

o d1scuss this I'm sure,.called "land Value Taxation in nght of.

ﬂ: Current Assessment Theory and Practlces " and a second oune by o
John Coats called Reckonlng w1th Imperfections in the Land
Market " John Coats is an Australran who worked for -the United
‘Nations in Jamaica‘specifically'on their.land evaluatien proclems.ii
Then, the Preparatlon in Use Of Lend Value Maps” by . ‘Don Beach

: gets very much to the p01nt Mapping, I might say, is of the eséence

‘iff:if you are going tc assess'landlin'thia ﬁay; and it is impqrtaat

. to insist that a unlt value be put in every plece of land, which

'-t_ depends on the location of that site regardless of what% on,the‘Site."

5 a : .
In order to do thls,/good mapplng program is essentlal Well

those chapters in this book (Assessment of Iand Value, by D Helland)f

: g would be. partlcularly relevant Now, along the same llnes there is
a ehapter on mapplng by an. Engllshman, Byron Amsky, which is chapter |
2 in thls book ealled Land Values 3 edlteé oy Peter Hall, publlshed

\-.

1n Lngland by Sweat and Maxwell 1965 Amsky has. in here‘some sample:

maPS----------Byron Amsky has &r wn a number of maps of 1and values and ',f~

i At e e A e
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" indicated his methods. While it'is a short and fairly crude

‘._afﬁicle, you see these.maps'he haé'dr wn showing how he'wo uld.;57~“

wfffput on & unit evaluation and a text showing where his data
*fﬁcomea from an& things llke that Thls is the kind of thlng

: you get 1nto 1f you start aasessing land on thls ba51s.-

| “viJIM‘JOHNSONj';It_}9§k$:;ikéwédme,¢f535n.Jécpﬁs"méps;' ' E.Zf  \;l '

TTVlDR‘ GAFFNEYF Oh I dlﬁn t knowfshe had that systematzc a braln

------

' ;Then, flnally along the same 1ines J F. Murray, an Australlan,-5. _

i ahaS‘wrltten ‘a book called Pr1n01pa1 and Practice of Evaluatxon,.,:'"

' ::iwh1ch is generally con81dered the class1c in this fleld Thls

”.‘fwas publlshed in Australla by the Commonwealth Instltute of

" B 1
[T E

lEvaluers in the hth edltlon, 1969
. JOHNSON: Does Austxalia_usé a site"tax system of taxation? .

- 5DRl'GAFFNEY' 'Several éifies thereado. Australla is prdbably

-'the leader 1n the: field_ although many of the c1t1es oﬂ East Afrlca

_;do also. Nlrobl for 1nstance is one whlch is on a complete
'f{\Site value system. That is decrlbed in a general vay - in

. John Hugh 8 book on taxation in tropical Afrlca But, he'doesn‘t’

R O B s S S
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“'get into the assessment question and Murray does. By and large, '

.:thé AhStrali@ﬁs,seem to‘haﬁe”wriften”the books iﬁ'theifielda'

“_JQHNSON: One question in line with-this -~ not to be side-

f;L£54cked'--'what'effect of redistribution of wealth a site vaiue:;-:.

poffbench—mark tax_wquld havé inrgur society?:

hachy el i SO D e




'7 GAFI’NLY anl

wcll I Lhink we pretty well covered that before when vie talkedt-
B about the‘ f v1cmty aspect of 1t

:4[Qr did_you have‘scme other aepect in mind?

JOHNSON_-E:f!:tIf one is'interestedﬁin e-mﬁjor‘eampaign to redistribute wealthL}

in th:s noclety, would thls be a v1able tool or one of the tools ne f
‘”.;;5could use 1n ouxr present 1nst1tutlonal structure using the laws we

'already'have?

 GAFFNEY -f.; f Oh yes, very much. :Thaﬁié'a point I lean very hard on in'my erticle‘

‘k(What Is Property Tex Reform) The property tax, Well any tax, is a waj""

e

|, o redlsurlburlng wealth, but the proPerty tax and 1ncome tax more -
ispeciflcally are redlstrlbutive in that they bite the rlch much harder
..than the poor ‘Han. Now, in respect to the property tax there is some
‘ etdebate on that subaeet A 1ot of people have said that the property
"tax 13 regre551ve. e r
I believe this is a seriously mlstaken notion, and that is why i
wrote ‘the plece called Property Tax Is A Progressive Tax;" howeverai
‘Sﬁ uhat is Just my . oplnlon and it certalnly should be regarded as a |

moot»polnt, But assumlng that Iam correct then the property. tax '

5; : ”would be a means of redlstrlbutlng wealth without actually conflscatlng; o

tltle to. the property If you nust make the owner pay & heavy tag you

w1ll get the same effect. But‘more dlrectly related tO'this questlon_f-,;

you ask 1f benehmark taxation would be uSeful for redlstrlbutlng

* wealth the answer 1s very'much -- yes. Beeause if the property tax

T R iy T
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i is regressive in its present form ;; this is baée& entiy ely on the ﬁf
agsumptlon that the tax 18 shlfted to uhe consumer or the tenant

“now the only rationale un&er Whlch the pronerty tax could be uthted ",

_to a tenant applies to the part of the tax. whlch falls on the buildlng,.

"-the part of the tax which. fella on the land is not shxftea to the

“senant, Nobody thinks that as Talr as I Lnow, its borne ty the land ‘
.ownep he has no way of shiftlng it., | “

| '7;As a matter of fect,tehifting ¥ la tax edmes about if the tex; a
_redueee the supply ofithe_thing‘that.is texed.. The price goes up

and the consumer'tays.

."'The'idea about taxing land values is that the suppiy is not reduced .

ibyvimposing‘tax end 'therefore,'it stays on the land owner. But

actually when you look at ‘the tax you can make a stronger statement uhan

1that The effectlve supply is 1ncreased because if you 1evy a tax on ;
land Whlch is pald annually wlthout respect to the use the land is ttt to
”_it causes land to e thrown on the market that 15 now belng held of f
2 the market . It cauSes land to be used more 1nuen51vely that is now .
.tbelng used Very loosely in many large estates or industrial 1and that :

: is held for alleged future expan51on. The way Howard Hughes for

,1nstance, holds 1200 acres in Culves Clty, Callfornla for a pl%nt B

t;that occuples tWO hundred. at most or the way he holds half of the_ G
 BLrip in'Los Vegas or the way he holds many thousands of aeres eleewﬁere‘
around the country which were detalled in thal recent Forbes artlcle
'by Noah Detrlch whleh Dave Martin refered me to. Or wﬁen yeu-look,v f

at holdings‘of‘mineral'land'it:becomes_even_more strickingly true”if 
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' you put a hoavy property tax on mlneral land thls couldn't p0851b1y be_
"‘*shlf%ed forward to the consumer. If it does have an. effect, it w1ll

. tend to accelerate the produotion of the mineral ‘end ‘cause the prlce
'”:Lo je]l and supply to risa. Well, all this tends to redistribute wealth -

'  from Lhe hands of people who now own property to consumers. Just-as

sales tax is regresnive anything whlch acts the other way and lowers
the prlce to consumers has 2} progressmve quallty gbout it.

| Earller you mentloned the Federal Government gomng out and
eese381nglland and you oommented on g dual systenm.

;:fwould you elaborate on that aS-to how that would work.

Ceea Also, how do you. ﬁhlnk the Slerra Club would react to government

encroachment in the area of land value assessment.

GAFFNEY. -~ Well Iet me take that one step at a tlme'

: lf The pr0posal that I made 1s not that the Federal Government .

” should assess property dlrecﬁly, but 1t should act the. way a- board
: of equallzatlon acts, which is a much easier thlng to do. Yhat a

"'board of equallzatlon does is to let the local assessor assess property .

then in the followlng year after the local assessor has stuck hls neck out and

eald thls is what 1t's worth then the board keeps a reoord of all sales e

;'that take place in the follow1ng year so'they have the benefit of ‘ x

t hind51ght They then take the sales “and compare them w1th the assessed :
B valuatlon which is’ essentlally the assessor! s predlctlon of whai the'
f]‘sales prlce would be if a sale took place. Then if the assessor 18 i
””assesslng everythlng about 50 percenﬁ of the market valiue then they

: simply double the figure to~bring it into parity'w1th others. ,They;*’

mayffind one-aéSeSSor.at'33 peroeﬁt.: Then his figures or tr;pled ;

y}";_;'.u‘ Sk
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.Q may find an assessor at 75 persent 80 they add 1/3 to his llgures and

f 50 on up and down the line to brlng them into parzty‘ with each : '

_ other. ‘This is 80 that the state and country property tax lev1ed

_on thls ba31s W1ll be falr among dlfferent assessment Jur1$dlcthnS:’
gL
What I am suggestlng is that the Federal Governmens needs to do -
- the ‘same thlng s & state board of : eouallzatlon in order tu checs ub.
“soec1flcally on land aSSeSSments because when the local assessor
unaer states land values relatlve to bulldlnr values he makesrls

ooss1ble for local people to av01d paylng their federal 1ncome taxes by

lettlng them depreC1ate a large share 01 the land value for the

© purposes.: To give a-numerlcal example: Suppose a oenchmark

assessment of land vould-lead you to say that ninety vercent of

'-thlS parcel of real estate is land value and 10 percent is bulldlng

‘value. Whereas the klnd of assessment we have in many Jurlsdlctzons

I'today would say 1t 1s 50-50. Why under the benchmars asseSSmeno the

uaxpayer could only oake 10 percent of what he pald for the property

and deprecraue That for income tax ourposes. Under the present

; system he could depreczlate 50 percent for income tax purposes ‘ ‘So_q :

Tunder the present system he 1s deprecratlng land and he is gettzng

l away wmth murder.

The amount of money the Federal Government loses each year

e oecause of this practlce 1s several billion dollars It is a blg *'
: thlng and uhe Federal Government has a very clear and pre851ng 1nterest

*'1n domng somethlng about 1t for 1ts own. sake, regardless of 1ts effect

on local taxatlon.
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2. But in'addition, if'the‘Fedéral Government forced loral'Vf"

i; asseusors to assess 1and properly, then you would also change the‘

:[Vreffect of properuy tax on. land use 1n each locallty. Thus a

Tdual effect

*

-ilﬁ; Now,’ let me just add to that that one of the big problems

o we nave today ow1ng to ‘the flscal zonlng Sort of motlvatlon. Every

.'ligiJurisdlctlon is trylng to keep out poor people, because they regard

'.f*them as flscal def1c1ts. They cost more 1n sendlng thelr chlldren

"to school then,they pay 1n taxas. From the point ‘of view of many

"-,flocallules they are perfectly ratlonal They (the locallty) are Just :

‘éresppndlng to the incentlves that the system puts on them.: Butiﬂt 1s

‘"fthe bu31ness of central goVernmenu to change the 1ncent1ves thay they

"-'feel 80 they w111 act dlfferently.' SD 1nstead of comPEulng to. éet rld

T keep peopie out is to put a low assessment on land end a high assesgment ?_

“of people they will compete to attract people.

One way that local Jurlsdlctlons behave when they are trying to

':on buildlngs, espec1ally new bulldlngs."'

JOHNSON -~

GAFFNEY =----

- How does thls effect the consumer? Does 1t raise rents?u '

Y_es. It keeps the poor ou‘b of the community. It cuts down 'the :

;supply of buildlngs and it encouragea peopie to hold land off the

; market There is kind of an unwrltten truce between ‘the ‘assessor and

'the 1and SPeculator._ The assassor says in effect I wlll keep yoar

assessment way down low and you keep your land off the market 80 1t .

;1sn‘t_developed and dcesn t brmng in school chlldren. There may be an

‘element of racism in it many times aﬁd a man vould have to be omhiécienm

to know which is the paramount factor Sometlmes it is one -- sometlmes

'1t 1s;the o@her. When there are varlous forms of ethnlc bases, then,.(. -




’,.would cause even assessors to change thelr practlces o; a53e581ng
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Lhere 13 gust cauue agalnst ou%31ders and newcomers wh1ch Just

;i,:’mignt upset the . polltlcal balance of power. There are all kinds of ‘
:"1lleg1t1mate reasons people have for trylng to keep out out31ders.
;:'All of these come to focus in the under-assessment of 1and which
'Tyalways has thlsyeffec#._ So there ;sla very clear interest of the cenﬁral'wl‘

jlgOVannent it seemslfb mé;-'Ihiavoidingfpicking'on one étra time, it*

 seems much more. sense to abply pressure to everybody at the sametlmE;

' E unlformly. This would be done by adoptlng a federal system thau

n_land so as to bring it up and take: 1t eagsier on bulldlnns and appl& ;

& uniform pressure to'open.up'each communlty. This would also do Qf&"
rlgreat thlngs for the bulldlng bu31ness and also should 1ncrease
"‘tranoactlons in real estate which should make the brokers happy.

'_:Ba51cally, of course, it should 1ncrea3e the supply of housxng and other

:llfe support systems which 1s really the ob;ecn of the economlc llfe

anyway

FOMNEON ~m - Off the cuff -- what effect would the benchmark tax have on

the ;1nanc1al 1nst1%ut10ns?_

,GAF?NEY‘--nﬂ‘ Well that's a goo& questlon. IIt would effect them in two

dlfferent ways. (Just as it would effect brokers in two dlfferent ways )

ﬁ‘]l. Looklng at the brokers 1t would 1ncreaSe the volumes of

bu51ness “and prdbably reduce the un1t prlce at whlch a transactlon\

tcok place. Therefore, 1t would force them to st0p caterlng to the .

; carrlage trade and act more llke Sears/Roebuck. Slmllarly wmth the

banRS' Scme banks w111 be nervous about it because 1ncreasxng the supply
- would tend to brlng down the prlce, then ‘some of their marglnal loans :

would go bad. If they have been lettlng people mortgage out which they

BT e A
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.are’ not supposed to do but menf heve done wiww LE they‘ere szidﬁtng alonp

ften very thln cquitles some banks WLll be stuck Wlth prapertj whicn
 they W1ll have to foreclose on if the market fell about lO or 15 percent

_1:And 85 they Wlll re31st that. | “

| ."2; On the other hand, 1t would 1ncrease the demand for 1oans;i

.: S0 far as the new buseneso went tney would be better off.. | :

. The banks would 1eeVe 8 little securlty on their old bu31nens r.‘

‘iand'expand their total busmness. So 1t 5 the same story you geu when you

break a moncpoly -- lower prlce - greater volume.

. JOHNSON -m ' .One of " my big questlons ahout the use of a benchmark tax 1Su--5"' -

£
would said tax break the present structure of loan lendlng (and FHA

- support) in areas of hqu51no and development based on- so-ealled ;}Al fx'

: securlty of the 1ndlv1duals Securlty in thelr prospectlve earnlné

‘Epower. They'leok for stablllty and we have observed that certaln.iiﬂe g

T»-elesses of people normally fit these quallflcatlons end these

*‘TWUldellnES in our soc1ety. As a result of whlch we have proneunce&
segregation 1n housmng developments, Whlch are segregated rac1ally,t v

: “segregeted economlcally and segregeued educatlonally.

T g g
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'f“Hdw would-the mééhanism of a Eéﬁcﬁmark tax loosen sﬁch'an}f‘

1

: ?_ 1nstmtutiona11Zed pracblce? g'g-
GAFFNEY e W611, that is a vcry blg question. I can. Only comment on
::”parts of 1t In general we have a system of credlt allocation now -

kahere you can borrow money 1f you can . prove that you don't need 1t.

o M, Wk et 2

7 The! effect of changlnu “the tax system is to change the credltworthlness'

" of 1nd1v;duals.' People whoae_@axes go up will ‘become less credluworthy,'

“andipeople ﬁhééé‘ﬁaXés go down-will become ﬁoré éreaitworthy. Right

.now by taking it easy on land we make 1and owners more credltworthy
‘L'and by putting heaviest taxes on new buildings at the time they are-

'put up, we make enterprlslng people ( and the consumer) less credlt—'

worthy.

Now, one of the 1deas to changlng “the system ( in addltlon to:

| everythlng I have already said) would be %o change the behaV1or of
‘” lenders S0 they'would look less to 1and as the ba51s for credlt and

Emore to other thlngs whlch would be the value of the oulldlng flrst
\'. of.all and secondly,-the qualltles of the 1nd1vidua1.wh0'1s ownlng the-

i buildlng - whatever those qualltles might happen to be. Thls would

1nvolve them in more work I suppose, it is much easier to 58y == well

;‘1f lt% in a certaln neighborhood then 1t% a good piece of 1and and

we'll lend on 1t.

JOHNSON --l, The 1and owner 1s currently being taxed very low on thls land in

questlon.=

e
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GAPFNDY s I Correct if you have to pay more taxes on land and less tefeS‘. e

- on bulldlng then (h0pe£ully) Lenders W1ll re3pond to that 'Lendersf'f‘gi""

.y are always going to accentuete any trend,in other words 28 you“get}iml.

.‘rlcher you also become more creditworthy and vice versa, So, to.

sum 1t up, I would say that the behavlor of credlt 1nst1tutlons would;',

Slmply serve as a multlpller to accentuate all the trends we have

been talklng about.

JOHNSO : The mechanlsms 1nvolved in’ 1mplementing a benchmark tax rf.
‘can. you elaborate on’ SPECIflC ant1c1pated problems? Partlcularly s‘“'.
ﬁhe problem of census taklng.
: GAF“NEY e .T Gn, yes! Startlng in 1955, the U S. Census of Goveraments has;;

f}ﬂ L
engaged in-an act1v1ty ‘that 1s essentlal to wnat would be done‘by

.:h_sa board of equallzatlon, that 1s they‘have recorded sales that took ;

' a;place and compared them Wlth assessed values that vere put an the ?fz’
?f-?property'by'the assessor before the sale took place They have doaerfi
. thls for the entlre Unlted States and publlshed it in 1937, 1967 and - e.
_-now a 1972 data whlch should be eomlng out soon. I think: they Fld onegjr
fbetween 1957 and 1967, also.‘ But at any rate, thelr 195? and l9oT
_publicatlon is con51dered 8 dexlnltlve work 1n the field, and 1t s.
:of hlgh qaullty And I would concluae from thlS that the Federal
”Government is qumte capable to do thls *Job of preventing competltlon

'under assessment

The Census of Governments JOb could be greatly 1mproved and

'they (the people who dld 1t) I am sure, would agree. If e got 1ntoﬂ5““'=ﬁ:j”‘i

tham I would have a few spec1f1c recommendatlons to make. But:phéf:

U. S Census of Governments came - up w1th some conclu81ons Wthh are -

frelevant in fact, they are the most deflnltlve source of the conclusxon'




30~
' that land is under assessed relatlve to bulldings -= that findlng
'j sbands out throughouu thlo repert (the 1957 and 1967 reports of

the U. S Census of Governmenta, Vol 2 entitled Taxable Propert;
Values) BT : T |

JOHNSON - What speciflcally is the 1967 publlshed data of the U 8. Census%

GAFFNEY‘-M. Wéll “the report c13381f1es property ‘into four or flve dlfferent
types._ (1) re51dentlal (2) areage-and farms,m(3)jVacanu Lots,
(h) commercial, and (5) 1ndustr1al -The above 1nf0rmatlon 1is glven

by states and countles. The data 1nterprets-'

vl, the ratio of assessed value to sales price of sold property,;‘

21 state W1de average welghted accordlng to size.

The data w1ll show percentages of assessment to market value,

fdr'example, if you take Kentucky vacant lots and assessEd 58 percent :a', 

C of market value and opposed to 80 percent assessment for resmdentlal'K: _.u

Usmo data 11ke thls, each jurlsdlctlon could be conuected at the-

'1‘feaeral level So when a taxpayer goes into IRS and says he should be;

-allowed to depr801ate half of hlS properﬁy because it 1s half bulldlngkl;

and half land then ‘the IRS can' say, well in your locallty the

assassor has.the land only'halL as hlgh as he ought to. Therefore,

'u';‘we w111 double that and 1nstead of 1t belng 50 percent land 1t 1s now.

‘100 percent land and the buzldlng 1sn’t worth anythlng

1 Now, the above is a very crude example,. It would have to be

 refiﬁed for different‘ciasses of property and other things liké'thatt;-':

But théjU. 5. Census of Governments document indicates that it can:

be done. ' The thing that makes equalization easy, so it can be done at




jo;”
ﬂhe foderal level without vettinb into 1nsurmountable problemu is 1
E }Lhab lt in always done after The asacssor hag to do, thc handwork;
;and all the equallzer has to do is come along later and take that
';Small percentage that sells in the following year, and see how
";‘:;the assessor did ‘and make & correctlon accordlngly
'ﬁfhis,llt is a foolproof method of checkzng up on the local
'_asséssor and can be done W1th a falrly Small staff. So 1t 1s a

T -ifeas1ble operatlon, the census-has already done ity and 1t has

o been done at the state level for years “- so T Chink it's | a very .fg”fj.,

51mple thlng to- put 1nto 0peratlon
JOHNSO .__Thank you, Dr. Mason Gaffney ‘
| s Slr, gt this poznt can you thlnk of anythlng else that should
‘be tnrown in that the Subcommlttee should ‘be made aware of ..f' |
arguments, and etc._;;.?_p . -
GAFFNEY -; _1 There are dozens.of arguments-for and’ agalnst such é tax1ng
system, although I an not sure how much you want to clutter this

P up wlth related 135ues.‘

' “'ThlS concept (benchmark taxatlon) is a pretty fundamental‘thing,l-

',whlch affects many aspects of 11fe.5 It certalnly affects c1ty layout_ ;

:for example and efflciency of the prov1510n of p0551ble serv1ces

' -‘:But that is a big subject all by :Ltself LIS ¥ L

In general 1t uends to encourage hlgher den31ty and in my

'ﬂ;-gopinlon you get much lower cost per unzt at hlgher den81ty. Also

-,- mass transmt becames feaszble where,now 1t 1s not economlcal

"-._i‘
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It (benchmark Lax) would have an effect on pollutlon, on the ;

'  cnv¢ronmcnu ‘e ;_.',  '

7 OHNSON _; _j: I think argumen£§ are impbrtanf'zbécause many éood ideas hévé:=
bcen lOut to soclety Lhrough the fallures of those introduczng

the 1deas to antlcipate the oppoultlon.

. GAPFVEY —— well I am sure any 1dea in g01ng to be both attacked and

i advocated on dozens of grounds dependlng on the standpoint of the

person.

Some people are g01ng to say,”what effect Wlll it have on skllng

in the 1. S?" Ybu therefore, cannot antlclpate everythlng. But why -

, not try to lxst the most 1mportant uhlngs.
‘f 1; "Env1ronment :‘ 2 |
N fEniplcSyﬁéﬁt' ¢
'-,f?BL _Trénsportation '
3,{_&. .:and the eff1c1ency of urban publlc serV1ces andlthe H
;'icuttlng down of urban spendlng

GAFﬁﬁEY3{~< 'Q What else do you thlnk would be t0p prlorlty 1tem?

jOHNSéN -; 1'5_W91l T thlnk the effect of 1ncrea51ng urban denS1ty would have 3

the ef¢ect of pulllng the suburbs back into the city.

GAFFNEY_--: f, I would thlnk so. (Wéll 1ets take it from the top )

would effect env1ronment But Just;let me‘mgntioh twozr 'fi'wﬂ?V“ ”}

R
The ;1rst was envzronment I can think of six or seven-waysfitf-‘

i e AR
Y
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'fii. By brlnglng people back 1n towards the center of the DR
”?c1ty, it would also brlng the envmronment closer to the center of
{the 01ty.‘ That ‘is to say, the open space whlch you acw have uo f'viﬁ'
"‘drlve 20 miles to find would only be ten miles away, 1f the c1ty
T_ were that much closer._'. “ : > ¥
: ﬁa,. You would lose a certaxn amount of what 1s.presently
called open SPace near the center of the cmty. For 1n5uance, as
. you do have now large estates ;ery close to the downtowmn occupylnéﬂk

several acres of 1and

Joﬁﬂsom ;, f‘" That's ol really'open space. In any'case,'thaﬁ's not publiei"“
: Space. . S
GAFFNEY.f--;q That 5 only open. space for the beneflt of the few peoyle who 2oy

live there. S0 I would agree w1tn you that that is not’ ‘a great loss.

'But some people would regard 1t as such Though I belleve mlstakenly. o

: ‘ At any rate, some of that would be lost.
. I think the galns would be greater than the leSSes. One reason‘
 ior thu bellef 1Ls the reduction of dependency o private motor cars.
as-a neans of transportatlon. You would definitely get a boost for :
mass transit and a decllne 1n the 1mportance of the car. As'a ‘
result of increase in den81ty.
JOHNSOV —-e:fi Do you then ant1c1pate General Motors and other auto manufaeturers

lmnmng up and lobbylng heaV1ly agalnst any proposed benchmark taxatlon

- move? 3 '-f::'f'€”7f' 4 E.“u‘ 0 £
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"_of ancmllary reasons that I mlght tlck of£.

3

GAFFN“Y i Ygs, I am afraid so. Thal is_ayvery good point, they would be -

very powerful oppositlon. - For the reason you mention and alot

_Qne is that gasoline statlons and automoblle dealershlps are 4{1f;
'f:two of the most underdeveloped klnds'of land use that we have;'
i Also”'under our present tax system, they are the most undertaxed:

as far as the local property tax goes. Now, a gasoline Statiog';' it

if 1ﬁs in the city takes half acres, w1ll run almost always more -
'If‘-than $70 ooo. Tt it is a good ot céfner, it might run $200,000 - .~
. “or $3oo 000. So the ra‘tlo o:f‘ the bulldlng %o the land there is vem}
-f‘c}low - somethlng llke one to flve. So, s you shift off to the land

; b331s,‘gas statlons are golng ﬁo pay & lot more in taxes.' Halfrof ‘F:

: them are g01ng to ve sold for Some other purpose. |

Thls is one of tne hlden ways 1n whxch we sub31d1ze the motor

Car presantly

Wow, parklng lots are anoﬁher thlng. If you 1ook out my wlndOﬂ _f-;

N (1700 block of Massachuse't'hs Avenue, _N. W., Washlngtou, D. . ), nere e

nob taxed under. the property tax or . any other tax for that matter

‘"IZThey are_v;rtually tax free. If a. bulldlng were there instead of those

: 'motoficars,"it'would ﬁ¢itaxed (That is federal tax on autos)

L

'”w;ll cost about $10,000 new. The 51te'which it is located, whidh‘ ‘J' '

 ha¢f the 1and that you see 13 1n parklnb 1ots. Wéll those cars sgre 9;":

e
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',_? ﬁow, a ohlft to a land tax w111 mean parklng lOtp will pay j,fi ; X i_ 2
':””morc and wmll either glve way to. other use or 1mproved parklng ' . |
_iétructures, etc.l But on the whole, parklng rates will go up in the  31?

- central ciby. And the use of motor cars will be discouraged

 Now, auto dealorsh;ps are another example of poor land usage, f‘"
they are just parklng Lots for 1nventory on valuable 1and.-_-.if' -fﬁf o fo ;
Well, these either belong to or are controled bJ the maJor auto

_ compan;es,_and the gas statlons arefglther‘owned or controled,hy t@é'i
; majéf oi1 companiés;f5 7 | | : | S

--':Of'course, we could get.into Sééewéy and'@iant AiSO'which
'con51st of big parking lots on valuable land... They are g01ng to be;i.i  ; fi? & .

agalnst any form of benchmark tax also.

So, 1t doesn't take too 1ong to 1dent1fy Who is g01ng to be

T T A

'-hurt, who is g01ng to live up agalnst 1t and who has llned up

‘agalnst 1t in the past ,So the opp031t10n can be‘ldentlfled, j

JOHNSON =~ Under the toplc of transportatlon . .l : &
-_GA?Fﬂﬁirh-—:;i WEll, yes, 1f you Shlft more emph331s to the land part of the

' tax you w111, as we were Just saylng, dlscourage the use of the f.;ﬂ,T j e gl Ei
' automablle. At the same tlme by 1ncrea51ng den51ty (bring people :

i closer together geographlcally) you w1ll increase tne use of mass

) transmt On the whole thls W1ll be 1n the dlrectlon of reducing

_fpollutlan both carbon monoxzde and n01Se.f This w1ll 1mpr0ve the grﬁi‘arl

kfeav1ronment in. addltlon to the fact 1t Wlll brlng the outsnlrts

' -Lof the clty-much closer 1n.. As you put 1t brlng the suburbs 1nto

' the'city. So your farm land and 1ow den51ty park land can be much

AR g

‘cloaer “to the center cmty than 1t is now.




'Vsupply of floor space and total number of dWelllng unlﬁs.

Anocher env;ronmental factor Wthh we have not ualknd aboub h¢s :
f'to do wmth how fant bulldlngo are reflaced For examp}e, we have

r__fa smome and ;nCLneraLor problem in the Dlstrict of Columbia. ‘If'ffi“

& ],}"are they tend to be Lhe older bulldlan. -={

Now, what would result by going to the benchmarﬁ systems of

' taxau;on would be the acceleratlon of-replacemenﬁ of old‘oulldlngsjjg

f by-new ones., Generally sPeahlng, that means gettlng rid of sources
f'of pollutlon and sources of pestllence too -~ 'rats, bad palnu, flre,

"_ etc.‘ AL these thlngs are a85001ated wlﬁh older bulldlngs.

Now, gettlng back to the questlon of dlstrlbutlon of benezzts

ﬁ hvery tlme you knock an old bulldlng and bulld a new one, if you 10“& 

ilt uO tne rlch But 1f you 1ook at 1t in fhe large you are

is

' -:level of rents So, that/an 1ésue that has to be faced up to.
: In general I thlnk the answer is, 1f the nev, bulldlngo come in at

hlgher density than the old you -are going to 1ncrease the total

T What s been happenlng in thls country for the last thlrty '

i Bl AR A
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T .you look at whefe uhe smoke come» from and where the old 1nc1nerator¢23ilﬁf- J”

—;at 1t in the small, you are taklng land away from the poor and glVlng

1ncrea51ng uhe supply of buildmngs and brlnglng down the general 7151'

bk e . e i

',years 18 Just the opposmte ] Everytlme we put in a new (well not

N every tlme but more often_than not) bulldlngs wie reduce the densmty k

Sl

1 and thls throws people on. the market and 1ncreaSes scarlty
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The effect of bhe propoued bencnmark sysucm would be the ether,?;e

?Way.areund. It would tend Lo increase den31ty and increaue oupply df_

'1¥f01 any g;ven area.:,

On top of that I thlnk it would be safe to say that presently$; '

'_‘elt could 1ncrease the supply of bulldlngs in almost every Amerlcan

' city by a very'large factor W1thout knocking down anythlng at all

: ;3“beeeuse there is so much Vacant land that is already cleared. By

. the urban renewal process and a 1ot of other things which are g01ng;

E - on.: The unpleasant part of thls has already taken place.

© The kind of urban renewal ve nave had (1n so~called slum :

e and 1and clearance programs) have had entlrely too much empha51s‘,{_ '

;'on gettlng rid of the old w1thout enough emphas1s on replaczng 1t

* w1th-the new. Thus, they have left us with a large 1nventory of

.H bonoed out 1and whlch needs to be redeveloped and can be redeveloped .

: w1thoubrhurt1ng anybody. So I don't thlnk we need to worry about

f'the.questlon of poor people being driven out of there old homes forfj:

:_a 1onn tlme to come. Ve have already been through that

TQHNSON - Well what about the prop031t10n that a benehmark tax wlll cut

dewn on the cmty s operat10na1 overhead Vo™ thus through lessening

the CDSu of supplylng serv1ces to the consumers?

GAFFNEY'*“V}_" This is pretty much the same prlnclple or extensmon of the sanig"
['princ1ple where hlgher dep31ty<makee‘mass transmt economlcal-where;,,

itden'h otherwise. By the_same tekeﬁ,fit makes public water = . -




‘jéq,_
'-suﬁbiy cconomical where'new density'is 5o Low you have peepler”
‘-'ueing-pfiVate wells, T4 makes publlc severs cconomical where )
"-_;now density 18 g0 low-you have prlvate septic tanks.'

Now, if you extend ths pr1n01ple a llttle bit, suppope &en81ﬁJ 

'bec me high enough 50 you can afford to put in g publlc water supply'ffi-

'_”system ~= 7OW 1et's double the den51ty above that 1evel and you. -
: 1ncrease the cost of publlc water supply system say abouu 50 percent;
_‘You have aoubled the number of pe0ple served, so the- cost per customer

. gets much less. Thls is pretty‘much based on the geometrlc prlnc1ple

’that the area of g c1rcle 1ncreases w1th the square of its radlus or -

K puttlng it in terms of the cross- sectlon of a water plpe -- if you -

' double the circumference whlch doubles the cost ané the amount of -fg,

materlal in it, you have 1ncreased uhe capacxty by two square or eg'

by four. ‘So you double the cost an& quadruple tThe capac1ty.. Thls°"a

"holds true almost 1ndef1n1tely.
J CHNEON o« ‘1- Another argument that is mov1ng at ne is -~ nost popularlzed '"‘
o studies on "erime in the sﬁreets advocate reduc1nb the den51tj of ;;
" the center city in order %o make for a safe c1ty Although Jane
' Jacobs argues for hlgher den51ty and mixed usage of 1and as a meanefe.
e “Qf curtalllng viclence in the c1t1es.. .
_GAFFNEYV—; _—1 i belleve that (the notlon of reductlon in densmty leads to iiﬂ h
L ' safer streets) that's a mlstaken notlon I can think of two or
three reasons | . |
'Li Number cne, anj Suudy.that’s ever been.made of ﬁhe relatlonshlp

between crlme _and den51ty that I’know of has failed to correct for -
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f'ﬂ_ioLher factoru 1ike the agc of the building Now, if JDu nave y@Oyle '

fmovrng here to the District of Columbla, the break~ins were concentrated

e in the mansion ares vhere the den31ty‘was the 1owest._ WEre peeple f‘ | I e;i.i

that most pollce cost and most of the trme of pollcemen is not

IEanb in old bulldings at hlgher den81ty and compare that with ned

.':'bUlelngS at lower density,'you may get*e lower érime rate in new ‘lT“

bulldlngs at lower den51ty, but the lower crime rate is more 11kely err.

to be beeause they are new raﬁher than because of the lower den51ty

Zjin terms of vulnerbllmty to crime 1ow den51ty‘bulld1ngs are harder

‘f to defend

Wor exemple, in Whlte FlSh Bay, Wiscon31n, vere T llved before:‘

Tllve pretty close together there 5 scme protectlon from crime because

'cltlzenk surveillance and the Jane Jacobs effect.

7 Now a second angle here that T thnk is terrlbly 1mportant 15' v"

‘.} ._i\'%‘]"-:

sPent tracklng down murders and. raplsts and muggers, but is SPent }Fg! P
in the care and feedlng of the' automoblle. Now, it is hard to look

.at pollce budget but I have looked at court records in Mllwaukee and

I can remember oome flgures that stuck in my m;nd' In 1967, Lhere fﬁ}L'

"weﬂe twenty conv1ct10ns for murder, 26 for rape, and in tnau sSame. "af

year there were 50, OOO mov1ng vehlcle V1olatlons and 206 OOO parklng

-tlckets. This gives me- an ldea of how pollcemen are spending thelr

'”'tlme.; The automoblle Wthh accounus for most of that budget }.;;.yﬁf: ”

G bt et o
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WeIl you may say murder and rape are more 1mportant but I don't

;thlnk that 8 true, because'lf you get hxt by=an”autoMobile you_

- are: Just as dead as 1f you are stuck W1th a knlfe.; And the number

. of people who are kllled by the automoblle each year is much greater

g than the number who are raped and murdered .So I would bgllnclined;1 ;i‘

- to say that the vOrst'soru‘of crlme.we have is in the;sfreets.jfﬁ§ ::
have the automobile écéideqt record;i‘Anytﬁing'whieh cuts down
on the.automdbile usagé.and.reéiacgs‘it,with a safer form of
_ traﬁé@ortation ié‘therm§s£‘iﬁﬁorﬁah%‘fhing we can 4o to éuﬁ down S
: crimé in the streets. | - 5F | |
JGHNSOV - P That is a very 1nLerest1ng argument for benéhmark taxatlon; |
- Dr Gaffney W T assume you think the subcommlttee should ‘have llttle
trouble in documentlng such an argument? »
GAFFNEY ---; Gh, yes. I,th;nk you coul@ qome'up vith some gréat{numbers
| w1th that, 7, I. ’ 7_“ | 7 |
.JOHNSON - : Dr. Gaffney; on behalf. of DaV1d Martin myself and the Senate
| Subccmmlttee on Antitrust and Monopoly, I thank you for an 1nformat1ve i
_1ntgrv;ew;‘ | | .g‘i : R B ;,‘-

. NOTE: 1. .Attached Bibl.
.. :2.. Recommendations ..
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