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,3 1-3 PM Workshops. Geofge washingtion University Law Center, 720 20tn
Legal remedies: Professor Ferdinand Schottle, University

of Minnesota Law School.

Citizen group participation in reform: Sam Simon,
Associate, Public Interest Research Group

‘a 3:30 Speech by Perry I. Prentice, Vice~President (retired),
i ' Time-Life, Inc.

4 PM Speech by John B. Rackham, D.C. Department of Finance

5; 5 PM Conclusion
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"What is Property Tax Reform?"

M. Mason Gaffney

Address to Conference on Property Tax Reform
sponsored by Public Interest Research Group,
Held at George Washington University, December
12, 1970

You people are so different, you remind me of the son who worried his
dad by becoming a campus militant. The dad tried to pal up to the boy in
the old fashioned way by talking sports. It being that season, he opened
the sporting news one night and asked "Son, what do you think about the
Tndianapolis 500?" Son: "They're all innocent!"

As I say, you're different. Y:m are in the most hopeful é.nd construc-
tive movement of our times, and I salute you. You are becoming, I hope, the
answer to Normsn Cousins' question "Who Speaks for Man?" While others were
losing their heads you kept yours. Now the tumult and the shouting dies,
you are center stage. It's your turn. You may not feel ready, but the
world is suddenly quiet and listening--for you.

Today the subject is property tax reform. You want to represent the
unrepresented. How can property tax reform help them?

The answer is pretty obvious, and it is not property tax relief.
Property is owned by peopie of property-~-the rich. Ownership of this rich
tax base is concentrated in a few hands, much more so than income. The
top 10% of income receivers in the U.S. receive something like 30% of the
income, and we call that concentrated. But a high share of that 30% is

property income, while lower bracket income is more composed of wages.
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Most property income receives privileged tax treatment of various kinds,
so the effective income tax rate applied to property income is much lower
than that on labor earnings, and official definitions of income are so
sloppy that much property income isn't even included in the data, much
less taxed.

As to concentration of property,about half the people own none, they
are tenants. So we begin with the top 50% of families owning 100% of the
property. They are not an underprivileged class, but some é.re more equal
than others.

Among property owners I estimate the top 10%--that's 5% of all fami-
lies--own around 60%. I f£ind no overall data relevant to the property tax
base, but here are some items. =

The top 2.3% of farmers had 43% of the farm land as long ago as 1950.
I pulled that figure from my Fh.D. dissertation, which also showed that if
the Census measured farm land by value instead of area the concentration
would not have been any less, and if you want to check me out, it's
available on microfilm from the University of California Library.

Since 1950 the rate of engrossment has not slackehed, so today con-
trol is even tighter. Federal subsidies lavished on these favored few in
proportion to their landholdings are legendary. The effective rate of
rural property tax is about 1%.

Urban concentration is less well documented. I analyzed the assessed
value of real estate on the west side of the Milwaukee C.B-D. in 1969.

The top 10% have 53% of the assessed value there, and more elsewhere.
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I feel confident that if I knew the names lurking behind the disguised
ownerships the top 10% would have a good deal more.

The largest owner in the small study area is the William Flankinton
Trust, at $6 million. That is the value of 1200 slum dwelling wnits at
$5,006 each (many in Milwaukee go for less than that). Think about that
the next time someone speaks of the poor man's stake in property tax relief.

The Schlitz Company is on the rolls for $3 million in the small study
area. This omits the brewery that made Milwaukee famous; it omits the
family's (their name is Uihlein) 200 acre "farm" on the choicest residential
site in the County, by the lake in posh Bayside where land goes for $20,000
an acre (200 x $20,000 equals $ million); it omits the Polo grounds on the .
speculative northwest side, and who kﬁ%ws what else?-~-the larger the ovmer-
ship in one area the more likely is the owner to hold land outside it, often
around the country and the world.

On the East Side of Milwaukee's C.B.D., I found the top 10% to have
60% of the value.

I ranked Milwaukee's industrial firms by assessed value and found
the top 10% to have 89%--yes, 89%--of the assessed value of industrial
land and buildings. In this study I also found evidence that assessment
of industrial land (I do not know about buildings) is regressive, indicating
the top 10% have a yet higher share of the true value of property--but that's
another story. 89% is high enough. You get the point. Taxable prgperty is
highly concentrated inthe hands of a few, even in Milwaukee which is notable

for diversification. Imagine what you find in Seattle, Dearborn, and Gary.
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Tt's also interesting that these big fellows with 89% or more of the
property employed only 69% of the workers. It's the small shops that hire
more men in proportion to their assets. Next time they dwell on the im-
portance of big employers to fight unemployment you might think on that,
too.A

Turning to expenditures, much of the tax money raised from this
progressive base is used redistributively, to pay for schools and welfare,

The property tax is the traditional means in American law whereby
the poor assert their equity as citizens in the property to which the“ rich
hold title. It is as good a claim as the other, the one we call ‘property’

in fee simple. The public claim in fact is prior in law--taxes are.senior

T

to mortgages, for example. The public claim is not limited. The fee holders'
right to retain what is left after taxes (and debt service) is not a contract
between him and the state, it is a matter of legislation and common law.
Like eminent domain, taxation of real estate expresses the ultimate sover-
eignty of the state. I speak not as a revolutionary but a believer in
law and order in a nation whose laws are radical enough to let the poor
accomplish more than any revolution, if they only will learn how.

The property tax base is big and strong. The national levy on
property now is around $35 billions. There is gnashing of teeth and
rending of garments. The pain of the wealthy is loud and they never lack
sympathy. And yet the market value of this tax base keeps rising, rising
in the teeth of higher tax rates and higher interest rates, the latter at
8 % making most tax rates (about 2%) look small. Allen Manvel estimated

able
the value of tax-/ real estate in 1967 at $l.4t trillions, double the
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1957 value; and to that you may add minerals, timber, water rights,
and a great variety of miscellaneous forms of property I think

escaped his net. The owners of nearly $2

trillions of real estate value are not a collective welfare case. They
just sound that way--it's one of their special skills. That is not so
funﬁy when you look at the punitive and destructive way we treat many
real welfare cases.

"Property tax relief" for the orphaned blind widow in the ivy-covered
cottage is a popular theme, but that means sloughing the social obligation
of property onto others--how? Sales taxes hit the poor. Wwhat we fondly
call the income tax has degenerated into & payroll tax primarily, because
property has learnea to duck it, in a thousand clever ways. 'Social
security" is a slick name for another payroll tax, the most regressive
one going. The corporate income tax can't touch unincorporated property
and is full of loopholes that corporations can use by misallocating their
resources.

Naturally property owners resist sharing with the propertyless.
But the struggle of the poor in América has been fought before, and won.
It is a repetitive theme in our history. Each generation of poor must
fight the battle anew, must rediscover the levers of power that our
system avails them. The Nation swrvives because the establishment has
some give, and is attuned to accommodate--however grudgingly--some of

the demands of the poor.
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That requires pressure from the poor, and this we have. There
are plenty of excitsables i‘eady to march, confront, agitate and demonstrate.
Tt also requires know-how, so far not much in evidence. FPressure alone is
not enough. If the poor could rout the police and loot at will they wouwld
enjoy only a one-shot gain, with nothing to loot tomorrow. But know-how:
There is a permanent revolution built right into the system we already
have, with the police coming down on the side of the poor.

The method is taxation, which is tempered looting according to rules
that can be quite constructive and provide a permanent support for welfare,
education, and many other things.

Why don't the poor know how? ;Et's not that no one tells them, and
it's not that they never listen. The problem is so many are teliing the
poor so many and complex and confusing things they don't know whom or what
to believe, and their energy is lost charging down blind alleys following
delusions. Property's spokesmen ask for tax relief--and the sales tax.
They defend regressivity in the rhetoric of progressivity. But ev'rybody
talkin' "wout Heaven ain't gwine dere.

The defense of property is to generate negative information to clog
the chamnels of commnication. This is the problem. And you are the
solution, because you ae dedicated to finding and publicizing positive
information--some call it truth.

Negative information on the property tax now circulating makes a
long scroll. But high on the list is the refrain that it is regressive.

A high powered organized well-oiled campaign has been mounted to persuade
us that we can help the poor by shifting texes off property onto the Federal

Payroll Tax--usually called the income tax for R purposes.
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To meke the property tax look as though it socks the poor when most
property is so closely held calls for some fancy sophisms. I have in my
security blanket here--this large briefcase--a list of seventeen fallacies
in basic studies alleging the property tax to be regressive, and a copy is
yours on request. The main argument has to be that the tax is shifted.
Indeed some go so far they seem to say that big owners shift'it and only
widows and orphans really get stuck with it. I exaggerate, but not much.

To the extent there is any truth in the shifting thesis, and there
is some, it can be stopped by reforming the property tax. That is mw_theue
this morning.

Reform Priority No. 1 is the assessment of land. That is Step One,
and as the day is too short for the n:xt 29, I will dwell only on it. A
quarter of what is wrong with the property tax can be remedied by upgrading land
assessment, so it is a big Step One, sufficient alone to benefit V& greatly
and neéessary to most other steps.

I have seven reasons why land assessment is Priority No. 1.

1. Taxing land encourages good use; taxing buildings doesn't.

2, Land is more underassessed than buildings.

3. Iand is a large share of real estate value.

4. Taend ownership is more concentrated.

5. Regressive assessment is most evident with respect to land.

6. Citizen involvement is most feasible with respect to land.

7. Correct land assessment is necessary to close loopholes of the

income tax.
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1. Taxing buildings is often counterproductive.

A critic of the pork barrel once defined an engineer as a man who
tells you the very best way to do something that shouldn't be done at all.
The same might be said for the art of assessing buildings. My city of
Milwaukee illustrates the tragedy of good assessment applied to the wrong
base. For years Tax Commissioner Thomas Byrne was one of the best:
honest and true, capable and respected. And did Milwaukee then flourish?
The record shows that it did little but grow older under this exemplary
regime. A heavy tax on capital is not much more attractive to investors
by virtue of being levied accurately.

So when you demand higher taxes on buildings you meet a counter-

. ‘
argurent that you may stifle renewel. Newark, Boston, and in lesser

measure Milwaukee, each with real tax rates over L%, serve as cases in
point.

Now I don't advise you to cave in before every counter-argument, but
this one makes some sense. When buildings are taxed, the ﬁax on a parcel
of real estate depends on the use to which the owner puts it. If the tax
is high enough to matter it biases owners against the heavier taxed use.

Tt biases them against supplying new floor space and shelter, and in favor
of billboards, gas stations, junkyards, open storage, parking lots, baronial
estates, obsolescence, speculation, and dilapidation. In general it favors
old over new and ranks high among factors that retard urban renewal. It
tends to restrict supply and maintain rents paid by the poor, thus shifting
some tax to the poor and putting what regressive element there may be in

the property tax.
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TPaxing buildings raises the spectre of interurban competition and
puts a ceiling on feasible property tax rates, limiting the revenues it
can raise. Capital has loose feet. Land, on the other hand, has only
square feet; you can tax the very all out of land and not one square
foot will get up and walk out of town--not one.

So to help the unrepresented, it makes more sense to raise land than

building assessments.

2. Land is more underassessed.

Every study of assessment discrimination finds land to be the most
underassessed claés of property. The most comprehensive study is the 1967
Census of Governments, Vol. II. On p. 42 we find a summary for the whole
U.S. The Census compared assessed values to sale prices of parcels of real
estate sold over a period, and arranged the results by classes of property.
For "all types" the assessment to sales ratio is 31%. That is a measure of
fractional assessment conventionally practised. Let's call it "parity.”
Any class assessed at 31% is assessed at 100% of parity; 153% is 50% of
paritys and so on.

The lowest assessment to sales ratio is for the class called "Acreage
and Farms," at 19%. That's 61% of parity. Next is "Vacant Lots" at 24,
vhich is T7% of parity. "Residential" is at 35%, or 113% of parity; and
"commerce and Industry" at 36%, or 116% of parity. So you see that inter-
class discrimination of a gross order is the rule nationwide. l

Tnterclass discrimination like that is not reflected in the Census
statistic assessors usually cite to evaluate their work. This statistic
is the "Coefficient of Dispersion.” It is a kind of average of the deviation

of assessment ratios from 100% parity. Coefficients under 20% are



-10-

considered passing--sort of like a D grade in school--and under 10% pretty
good. Many assessors flunk.

But those who earn high grades (low coefficients) and wave them
around are not necessarily doing a good job. "The" Coefficient of Dis-
persion is really only "a" Coefficient of Dispersion, a partial score.

It is computed from one class of property only~-single family residences.
An assessor can enter land at zero and still get good marks on his
Coefficient.

Let's look at Maryland. It gets the best marks for a low Coefficient
of Dispersion, and enjoys the highest reputation for good assessment. Yet
its interclass bias is bad. On p. hh~we find that assessment parity in
Maryland is 43%. "Acreage and farms"Qshow an assessment to sales ratio of
18%--that's only 42% of parity. Vacant lots are at 29%, 6T% of parity.

But residential gets soaked\for 117% of parity. Comparing classes directly,
that meéns residential is assessed nearly 3 times too high compared to acreage
end farms. Three times too high! That's not just one deviant; that's a
systematic bias between classes. And that's not a chamber of horrors case from
Arkansas, Mississippi, or Alabama. That's shining Maryland, a beacon light

in the assessment jungle. |

The truth is even sadder than the Census shows. Census Table 9 which
I have been citing doesn't dig into the worst abuses. The Census omits that
class of land most underassessed: unsuvbdivided acreage inside SMSAs. Its
class called "Acreage and Farms" is only outside SMSAs; and "Vacant Lots"
means subdivided, improved lots. But a large share of all land inside SMSAs,
maybe half or more, is unsubdivided acreage. This is the stuff assessors

can't see, and the Census hasn't touched it.
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let's look at Michigan. The Census. gives Michigan fair marks on
interclass biasj parity is 29%3 acreage and farms are ab 25%~-not bad by
Maryland standards. But Professor Dan Fusfeld of the University of
Michigan studied Michigan assessments independently in 1969. He zeroed in
on the neglectedclass--acreage inside SMSAs. He pronounced it a "scandal"
of underassessment. One Michigan city, Southfield, wrought a modern economic
miracle by electing itself a mayor in 1962 who had acreage assessed at value.
He--James Clarkson--and his assessor, Ted Gwertney, tell me that this meant
multiplying previous land assessments severalfold.

This jibes with my findings in Milwaukee. The Census says that parity
in Wisconsin is 49%; acreage and farms are at 35%; and vacant lots at 23%;
or U7% of parity. That sounds bad, ;d jt is. But I found worse. After
extended study and data collection and map analysis I estimated Milwaukee
land values to be $2.3 billions. The assessor's values, when equali.zed,
tote up to $700 millions--that's 30% of parity. You'll find the detail

in a new book edited by Daniel Holland, The Assessment of Land Value,

University of Wisconsin Press, 1970.

Don't think it's easy to get such facts publicized. FPerry Prentice of
Time, Inc. managed to get some press for the Milwaukee findings in the

Nations Cities Magazine for May, 1970, and you may be Ainterested in what

happened next. The Milwaukee Journal, which feuds with the Mayor, changed
its spots and rallied to his defense. It ran a _front page editorial demanding

an apology. Nations Cities ran a long, rambling screed from Milwaukee's Tax

Commissioner. Neither would run my reply, although Nations Cities had it in

galleys before Editor Pat Healy zapped it. Make of these facts what you will.
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"mstablishment cop-out" is, I believe, the new idiom. I have spare copies
of the reply here for you who like facts and figures.

Then we could open the chamber of horrors and look at Edgartown,
Massachusetts, where some land was not even on the tax rolls until 1969
when they started finding it on aerial photographs; Sonoma County,
California, vhere the state paid 62 times the assessed value for Salt Point
Ranch; Jasper County, Missouri, where an assessor was forced out after
using a University soils expert to help reassess farm land; Texas, where
Nader's Raiders have documented systematic underassessment of oil and
timber lands; but enough! You get the point. Land is No. 1 reform
priority because assessors are favoring it scandalously. o ‘
3. Land is a large share of real estate value.

Most people have no notion of how high a share of real estate value
is land value. Returning to Milwaukee, the present land assessment is only
23% of the whole. My calculations triple the land figure. That does not
triple the land share because it also raises the total, and I don't know
by how much because some of the increase represents simply a reallocation
of value from building to land while some is a net gain--the detail gets
complex. But I'm sure land is over half the total, when land is rigorously
assessed by comparison with current sales of adjacent land.

The District of Columbia enjoys superior assessment. Assessor John
Rackham worked over land values a few years back and brought them ﬁp to
43% of the total. I suspect my approach would put them higher yet, but

one new broom can only sweep so clean in a complex institutional setting.
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In California, Ron Welch of the State Board of Equalization esti-
mated land values at U3% of real estate. ‘That was a few years back.

Ron and I have a friendly disagreement sbout the use of maps to infer and
interpolate land valués between sales data points, and if he says 43% my
methods would probably yield a higher figure. More recently Bob Gust%gson,
a wﬁiz-bang young statistician who works with Ron, set the figure at $70
billions. That's as much as anyone would admit the whole U.S. was worth

a few decades ago, which gives you an idea.

These figures apply only to land in an orthodox limited definition.
They do not include many natural resources held by license or other e;otic
legal-administrative form. Reform of land assessment should include the
project of getting these penumbra préferties classified as taxable real
estate.

For example, the California figures I cited do not include the‘ value
of hydroelectric power drops controlled by FG&E and SCE. There is no market
in waterfalls, so they give up and call the value minute, which is nonsense.
Big western stockmen graze their hérds on our Federal land at nominal rents.
These rights are worth millions, maybe billions, but they are not directly
taxable. Broadcast licenseesenjoy virtual tenure of a nondepreciable fre-
quency band--tax free. And so on. Get these assets in the property tax

base and the widow in her ivied cottage could truly find tax relief.

4. Land ownership is more concentrated.

Reforming land assessment is Priority No. 1 because the rich are

heavy on land relative to buildings.
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Wednesday night I tuned in the Nader Report and heard about the under-~
assessment of Union Camp Corp. in Savannah. I was glad to hear them mention
UcC's Savannah landholdings. They might also have mentioned 1,600,000 acres
of other land UCC owns in the southeastern states. This is mostly just
timberland, but several new interchanges are on UCC land. A recent in#entory
by UCC disclosed 40,000 acres they held worth more than $400 per acre.

40,000 x $400 comes to $16 millions, and that is much less than the totaj/t;}ue
this fraction of their land.

Continental Can, another Savannah firm, has 1,300,000 acres of land in
7 southeastern states.

Tt was not by chance that the Savannsh Raiders stumbled on landowning
corporations. The corporate form of 6;ganization originated as a landholding
device, and it still is that sbove all. For a collection of information

on this I again refer you to my chapter in Dan Holland's book The Assessment

of Land Value.

There is a tendency for larger corporations to go heavier on land.
Ranking corporations by value of assets, 6 of the top 11 are mineral-based:
U.S. Steel and 5 oil companies. And it's not just minerals. There are
324,000 gas stations in the U.S., mostly in cities on hot corners, the land
toting up to $16 billions or more as an educated guess. Professor David
Martin of Indiana University has shown that larger mineral corporations
tend to hold more land reserves in relation to output.

Turning to residential, the share of land in residential real estate
value rises steadily with total value. If you doubt it, check me in the

Kaiser Commission Report, Technical Studies, Vol. IT, p. 351l. Or see
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the study by Professor Harold Brodsky of the University of Maryland on the District
Columbia.

of / He ranked Washington Census Tracts by median income and found the land

share in real estate to rise with income. His method was multiple regression

analysis, but all you really have'to do is towr Foxhall Drive and use your

eyes.

At the bottom of the heap, 23% of the families in Milwaukee cover 3%
of the residential area. These are the slums, where &ou pay a base price
for a roof over your head regardless of the neighborhood. The poor use
little land area per person, and the land is cheap because of the neighborhood.
Several studies show that the poor think shelter while the rich think
neighborhood--that is, land value. And the super-rich? 1,000 acres of fropt
yard is nothing in the upper crust, and several such estates scattered around
the jet-age world. They have lain field to field wntil there be no place,
that they may be alone in the midst of the land--in the words of Isaiah, a
prophet who foretold more than_Christmas day.

Turning to commerce, I've told you I ranked the holdings of the
Milwaukee C.B.D. by value. Then I figured the share of land in each decile--~
that is 10% of the holdings. The share rises with size of holding. The
trend is less steady than I would like, but I think that is because of the
small pumbers and some technical data problems I'll be glad to discuss
with interested people. )

As to industry, I ran a study of 626 industrial firms in Milwaukee .
Here my data were better--I had a way of estimating market value of land

from my map, rather than relying on assessed values. For the top 10% the

land share is 35%; end they reported much additional land held for expansion.



=16-

For the smallest 10% the land share is very low--under 5%. You must under-
stand that these smallest industrial firms are often little more than old
garages converted to tool and die shops.

So I have the data to say that the land share rises with value of
real-estate holdings. Theory also predicts this, but we can skip that.
Raising land assessments therefore will make the Property tax bear heavier

on larger owners than it does now, and be more progressive.

5. Regressive assessment of land

It is the custom to assess large industrial tracts at less per acre
simply because they are larger. Assessors defend this on the grounds that
large tracts sell for less per‘ acre. .SYou'd think no one ever heard of
subdivision. Yet at the séme time, the City of Milwaukee land bé,nk is
stockpiling large industrial tracts as bait for giant industries that
allegedly put a premium on large, unsubdivided tracts. Fascinating:

These attitudes obviously lead to regressive assessment of land.
I never dreamed how far this went, however, until I ran my study of the 626
industrial firms. Since I had my own estimate of market value of land to
compare with assessed values, I could figure assessment to market value
ratios for each firm and then compare the treatment given the large and
the small, The findings bowled me over. The top 10% had their land assessed
at 20% of parity; the bottom 10% had their land assessed at 200% of parity--
10 times too high compared to the biggest firms.

I cannot believe it's really that bad. Probably there is some com-

pensatory underassessment of the buildings of the small firms. But I have

no way of checking that. All I know for sure is that the assessment of
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industrial land in Milwaukee is regressive.beyond the wildest accusation
I ever heard. »

A key factor in this pattern is the bias against subdivision. The
smaller the parcel, the higher unit value the assessor gives it. That is
no secret--assessors actually rationalize and defend the practice. Andther
angie is that raw acreage is left at farm valuation until subdivided. Then
they raise the value--not just by the cost of subdivision but by all the pure
unearned increment that has accrued over 30 years. So the big owner--no
matter whether you call him a farmer, speculator, investor, or orphan--the
big owner gets the low assessment, and the 50 small fellows he sells to get
high ones. That is not just an industrial pattern, it is universal. The
result is regressive land assessment .

Since most residential land is subdivided and most industrial land
is not, this is also a bias against homeowners relative to industry.

T know of no comparable pattern leading to regressive building
assessment. Land assessﬁent is reform priority No. 1 because that's where
assessment is demonstrably regressive, and reform is demonstrably easy:

use a map and apply standard unit values regardless of parcel size.

6. Citizen involvement.

It is more feasible for average citizens to check on land than
building assessments. Anyone can read a map, and anyone can use known
values to estimate unknown values nearby. That's how I, an amateur,
could estimate industrial land values. I inferred them from sales of all
land round sbout. God did not label His product "industrial," or "resi-

dential." Tand is versatile, and all uses compete for it. So residential
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land values, which everyone knows, tell a lot about industrial land values.
House values on the other hand tell little about overhead cranes, warehouses,
pulp mills, and breweries.

The assessor who wants citizens to get involved can publish city land
value maps. It doesn't cost that much, and i'b'é been done before. Milwaukee
did it in the early thﬁties, and I have a collection of land valuve maps
from Budapest, Copehhagen, Chicago, Vancouver, Sydney, etc. They make good con-
versation pieces, along with aerial photographs. - |

Assessors really don't know much about valuing big industrial complexes,
@d they say as much. How could they?--the :stuff never sells. There's no

objective reference point. How can the citizen inquire intelligently into

.
a subjective judgment?

With land there is a foolproof test of good assessment. Theory and
common sense tell us that you demolish a building to salvage the land under-
neath. That means the bare l'a.nd is worth more than the land with old
building together; and this vmeans the old building has no value. In fact
it has a minus value--the cost of demolition.

- 8o to test the assessor, check on the eve of demolition. The land share
should be 100% or more--the building worth zilch. It is that simple. Most
assessors flunk cold on this one, which gives the timid inguiring citizen
the confidence he needs to ask more questions--pretty soon he's an expert.:

Tn Milwaukee I checked 2500 demolitions and the assessor was generally
a.]_'l.oti‘ng half or more of the value to the old junkers, less than half to

the land. That gives you an idea of what to expect.
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I hasten to add you may generally expect friendly treatment from
assessors, even when you're critical. They are pleasant human beings--
how else could they survive in that job? They take a lot of flack from
the ignorant and neurotic, so give them a chance to discover you're differ-
ent. Then you'll get through, unless they're croooked, but I've never met

that. The problems are philosophical, not motivational.

7. Land and the Income tax.

Last, land aséessment is Priority No. 1 to close a huge loophole in
the income tax. You probably know that landlords can depreciate buildings
but not land to reduce their taxable income. When they buy an old building
they can depreciate it all over againg-outrageous, but true. They’éah de-
Preciate their cost--what they paid—ﬁlg§§ the value allotted to iand. They then
allot as little to land as possible. Now what happens if they're audited and
challenged? They cite their friendly local assessor's land valuation, that's
~ what. The income tax instructions invite them to--that is virtually conclusive.
The result: they depreciate'land, not just once but several times. They
depreciate it even though it is actually rising. They sell out and pay only
capital gains rates on the book profit. They sell for a higher price because
the buyer can depreciate the land again--and sell to repeat the cycle again,
again, and again. This tax shelter depends entirely on understating land
values

So your friendly assessor is under great pressure from local influ-
entials to underassess land, even if that means overassessing buildings, so

they can pay less income tax so you and I may have more withheld from our
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paychecks to cover their share. There's more, but that's enough. If we
want to make property a taxpayer instead of a tax shelter, we have to
reform land assessment.

In conclusion, there are seven reasons why reform of land assessment
is Priority No. 1:

1. Taxing land encourages good use; taxing buildings doesn't.

2, Land is more underassessed than buildings.

3. Land is a large share of real estate value.

4, Land ownership is more concentrated.

5. Regressive assessment is most evident with respect to land.

6. Citizen involvement is most feasible with respect to land.

7. Correct land a;ssessment is‘snecessa.ry to close loopholes of the

income tax.

Iet's get on with it.
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