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Mason Gaffney

Department of Economics
University of California
Riverside CA 92521

30 Aug 89

Joseph J. Chinn

Graduate Student, Dept. of Urban Planning
U of I1ll

Urbana, IL 61801

Dear Mr. Chinn:

This is to congratulate you on your excellent article on The
Economic Impact of Property Tax Incentives, ORER Letter, Winter
1989. These intergovernmental leakages are at the heart of any
understanding of how tax abatement programs work, or fail to work,
and why they do not sweep the country.

On p.2 you introduce a most evocative point which I urge you
to develop further. There is a big difference between the effects
of tax abatement and land write-down. The federal tax consequences
of land write-down are more favorable to the developer, because of
the preferential treatment of "capital" gains.

They are also favorable to the original landholder. If his
land is condemned for a project, any gains tax is deferred.

The buyer, having acquired land cheap, is under minimal
pressure to develop, except in his own time. When he sells, if he
does, much of his profit is in the form of capital gains.

Thus this device causes state and federal income tax
collectors to fail to recoup in full their share of the developers'
increased profits. Your last sentence in the 1lst full para. column
3, p.2, fails to distinguish levels of "government", and so drops
the ball at a crucial juncture. You would make a major contribution
to develop this point in a sequel.

You are onto a matter of great weight, and you show high
sensitivity to the basic issues. Clearly some State action, either
permissive or mandatory, is called for to avoid the disincentive
effects of the leakages you identify. Please continue your good
work, the world needs such leadership.

Sincerely,

cc: Peter Colwell
Alan Severn
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BUSINESS

Sunday, November 8, 1981

flos Angeles Jimes

Part IV

- Ports Rushing to Uncork
 Coal-Export Bottleneck

By ANNE LaRIVIERE, Times Staff Writer

In 1979, the Organization of Petroleum Exporting
Countries doubled world oil prices, and suddenly the
;Jni(tied States was the most popular kid in the neighbor-

ood.

Nations that had long burned oil to generate electrici-
ty began clamoring to buy relatively cheaper American
steam coal and converting their power plants to coal.
And the United States, boasting 475 billion tons of coal
reserves—easily the largest in the world—went from
exporting 2 million metric tons of coal in 1979 to an esti-
mated 30 million this year. At the Ports of Los Angeles
and Long BeXch, coal exports jumped from practically
zero in 1979 to an estimated 5 million tons this year.

Despite this impressive increase in exports, officials
say it wasn’t as large as it might have been because the
nation’s ports—the link between the coal mines and
foreign buyers—are buckling under the weight of the
coal boom. And officials fear that if the United States
. ‘oesn’t spend billions of dollars over the next several
sars upgrading and dredging its ports, foreign buyers
11 turn to Australia, Canada, South Africa and other
t ions for their coal supplies.

“Coal is where the action is and it’s darned exciting,”
said Assistant Secretary of Commerce William H. Mor-
ris. “If we can work out our (port) problems, coal can
become the largest dominant growth factor in this
country’s export program.”

Industry officials say foreign-coal buyers are ready to
sign long-term contracts for coal. But the United States
may lose a major share of this future business if the
buyers aren’t convinced that U.S. ports will :
to handle the huge, coal-carrying ships now coming into
use.

A major stumbling block is that the federal govern-
ment, after 157 years of paying for the maintenance and
dredging of the nation’s ports, now wants to turn that
responsibility over to local governments.

The Reagan Administration has proposed that the
ports themselves recover the cost of dredging and port
maintenance by levying fees on the ships using the
channels. The Administration’s stand has angered port
officials, who have already been spending heavily to
upgrade their facilities to handle coal exports.

“It’s very traumatic, that’s all I can say,” said Ernest

L. Perry, director of the Port of Los Angeles. “If you
were suddenly faced with large, overhead costs in your
budget that you weren’t expecting, wouldn't you find it
traumatic?”

Perry and other port officials said that the boom in
coal exports caught them unprepared to handle the vo-
lume of shipments.

“In 1980, we realized we didn’t have the gnshore ca-
pacity—the terminals or the equipment—for loading —
the ships,” Perry said. “We figure we lost from 10 mil-
lion to 15 million tons of coal sales last year, or about
$500 million in exports, because of port constraints.”

Today, however, the port community has responded

—over responded, some say. Major coal-terminal
0jec dat more than 20 U.S. ports

'to 20% of the steam coal market in the Pacific Basin, the

PFojects have beer Proposed

that would provide ground storage for coal and convey -
ors for the rapid urnloading of trains and the speedy
loading of ships.

“All of a sudden, we have enough port facilities on the
drawing boards to handle 310 million tons of coal a
year,” said T.L. Stebbins,a coal industry analyst with
the Boston-based brokerage of Adams, Harkness & Hill

RICK CORRALES / Los Angeles Times

Inc. “It’s absolutely ridiculous. There’s no way we could
possibly mine that much coal.”

But industry officials disagree, citing government fig-
ures showing that coal imports by consuming nations
are expected to triple to 318 million tons annually by
1990 and reach nearly 500 million tons a year by 1995.A
recent report by the Utah Energy Office said port con-
straints on the West Coast are a major roadblock to the
export of coal from Utah and Colorado. Mining and ex-
porting the estimated 150-million ton reserve in those
two states would enable the United States to capture up

report said.

Historically, the Army Corps of Engineers has main-
tained and dredged the waterways leading to the ports,
while the local governments have maintained the docks
and landside facilities. But port officials say the Corps”
budgets have not kept up with inflation, and the agency
has fallen behind in its port-maintenance workload.

OTficials say that in the next decade, buyers will begin
transporting coal in huge, 150,000-ton ships that cam

Please see PORTS, Page 2
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Continued from First Page

only navigate channels at least 60 feet deep. Such ships
will enable shippers to deliver coal for as much as $5 per
ton less than with the smaller ships now in use.

The Port of Long Beach is currently the only port in
the nation with a channel 60 feet deep, but dredging
projects are underway being planned at Norfolk, Va.,
New Orleans and Baltimore that will make these ports
deep enough to handle the larger ships.

Long Beach achieved its distinction as the nation’s
deepest port in the 1950s, when the channel bottom
sank 20 feet because so much oil had been pumped out
\of the earth below the channel. The port is now in the
‘midst of a $100-million project to expand its coal ter-
minal, which should be completed by 1985.

The adjacent Port of Los Angeles is also expanding
and will build a new coal terminal—a project that will
include dredging a 65-foot channel. It will be completed
in 1986, officials say.

Major dredging projects can sometimes take more
than 20 years to complete after funding and litigation
delays. Dredging the main channel of Los Angeles Har-
bor began in March—some 18 years after thetinitial per-
mity were received. Changes in the law and environ-
mental restrictions kept the project from starting on
time, and over the years, the initial cost estimate for the
project rose to more than $60 million from $20 million.

Rules Change Daily

“The ground rules changed every day, and people
making the ground rules didn’t understand them, eith-
er,” Perry said.

But the sudden increase in demand for coal has fo-
cused attention on these inadequacies, and port officials
are now working to get the needed work done more
quickly.

“In 1980, as buyers and sellers rushed to sign long-
term contracts for coal, we gave them the bad news—
that the U.S. government hasn’t developed the kind of
port deep enough to handle the large coal ships that will
transport the coal,” said H. Ron Brinson, executive di-
rector of the American Association of Port Authorities.
~ Some 40 other ports on the West Coast are consider-
ing building coal terminals, but the two in the Los An-
geles area will have a distinct advantage in attracting
coal-shipping traffic for the next several years. Much of
the U.S. coal exports moving to the Far East will have to
pass through these ports because the Panama Canal,
which is less than 40 feet deep, will'be too shallow for

the larger coal ships, officials say.

Opposed to Plan

Although the local ports don’t need-large amounts of
federal funding for dredging and maintenance, port offi-
cials here are opposed to the Reagan Administration’s
plan to levy uniform port-user fees nationwide. There
are nearly 20 bills pending in Congress outlining alter-
native ways.to finance port maintenance, and all of
them include some method of financing through | user
fees on car
\Themgigr])‘istration has proposed two bills,

The first requires local ports to provide 100% financ-
ing for all improvements, financed out of user fees the
ports would establish themselves, based on the amount
of cargo passing through the ports. Secretary of Trans-
p&'ﬁglon Drew Lewis recently indicated that the
governmentTay be willing to compromise with indus-
try and pick up part of the cost under this plan.

The second imposes federal, uniform user fees on all
commercial cargos with Cong¥&ss aistributing the rev-
enues and authorizing dredging projects at individual
ports.

Representatives of the nation’s large ports, led by
James McJunkin, executive directof of the Port of Long
Beach, Tavor the system of local collection because this

“Would give local ports contFoT of funds generated by the
user charge. They oppose a nationwide system of user
fees on grounds that it force them to subsidize work at
other ports.

Representatives of the nation’s smaller ports, headed
by Melvin Shore, di he Port of Sacramento, fa-
vor the second bill and its federally imposed fees. They
argue that local collection would give the large ports too
much revenue, enabling them to lower their fees and
enhance their competitiveness. Small ports fear it would
put them out of business.

Another bill, introduced by Rep. Mario Biaggi (D-
N.Y.) seems to be a compromise between the two Ad-
ministration bills. Under the Biaggi bill, the government
would continue to pay for any maintainance or dredging
work taking place at depths of 45 feet or less ( %ore than
90% of all cargo moves in véssels that require 40 feet of
water or less). Over 45 fe A4 n
the port would share expenses.

Small Ports Object

Members of the small port coalition do not see this as
a solution and have prevailed upon Rep. Robert T. Mat-
sui' (D-Calif.) to introduce a separate bill calling for a
national user fee for the dredging of all projects less
t}gafn 45 feet and a local user fee for projects greater than
45 feet.

No matter what form the final bill takes, port officials
all agree it must contain some legislation to eliminate
the bureaucratic red tape that prevents dredgj
projects from being completed quicKTy, especially since
the coal boom is demanding that ports update their na-
vigational systems.

“Ports have always competed for business with each
other,” Brinson said. “We value and nurture that com-
petitiveness. “Now we have to sit down and work
together to arrive at a middle ground. It isn’t easy.”

Hazleton to Buy Ralston Purina Unit

VIENNA, Va. (DJ)—Hazleton Laboratories Corp.
said it has signed an agreement in principle with Ral-
ston Purina Co. to acquire the business and assets of
Ralston’s Raltech Scientific Services Division.

Hazleton Laboratories didn’t disclose the cost of the
acquisition.

It said Raltech, based in Madison, Wisc., will comple-
ment Hazleton’s “plan to expand the scope of our toxi-
cological and analytical services worldwide.”

The acquisition will expand the size of its domestic la-
boratories by almost 100%, Hazleton said.

Municipal Bond Prices Increase

NEW YORK (DJ)—Prices for long-term city and
state bonds rose $68.75 for every $1,000 of bonds due in
20 years, as reflected in a move to 13.16% last week
against 13.71% a week earlier for the Dow Jones muni-
cipal bond yield index.

This week’s tax-exempt calendar is highlighted by
several negotiated offerings. Corpus Christi, Tex., In-
dustrial Development Authority will offer $75 million of
bonds while the Georgia Municipal Electric Authority

ntends to sell a similar amount of securities,

CALABASAS ACREAGE

26+ acres ad‘Jacent to the western boundary of
.exclusive Hidden Hills Community. All serious of-
fers considered. Brokers co-operation invited.

CALL 9 A.M. to 5 P.M. (714) 544-6624

OFFICE SPAGE WANTED
BY THE U.S. GOVERNMENT

The General Services Administration desires to lease 13,140
net usable square feet of first-class air-conditioned office
space In SANTA MONICA, California within the boundaries of:

Montana on the North, Centinela on the East, Colorado on
the South, and the Pacific Ocean on the West.

together with off-street garklng for 8 vehicles. The building
offered may be either a build to suit or existing space, must
be of sound and substantial construction of the type generally
recognized as a modern office-type building, must be altered
or constructed to meet the Government's requirements, and
must be fully serviced.

Occupancy date as soon as possible.

Lease term: 5 years. Forward pertinent information by
November 12, 19%1, making reference to Solicitation for Offers
No. GS-09B-09213 to:

General Services Administration, Space Management Division,
gl:ll “_’Statlon 30, 525 Market Street, San Francisco, California
105.

GO\

Attention: Bill Erdmann
Telephone: (415) 974-7612

e PENSION FUNDS
e FOREIGN INVESTORS
e CONDO:CONVERTERS

4 acre/124 unit oceanfront—tennis courts—private beach. Possible
conversion or time/share. Mallbu—$17,000,000
e Contact Exclusive Agents .
DANIEL ROBINSON or CHARLES CHINEA

| MERRILL LYNCH COMMERCIAL SERVICES
(213) 623-8400

Broker coopergtion encouraped

WANTED

PARTNERS FOR OIL AND

GAS JOINT VENTURES
Planned return of initial capital within 60 days. PLUS
continuing royalty income. Minimum investment

SAFEST, SUREST
WAY TO PARTICIPATE

IN DOMESTIC OIL

AND GAS PROFITS
L.A. 213/889-1760 - .
0.C. 714/642-6540
$.D. 714/438-3104 .

Chase Oil

corporation

1900/1901
AVENUE|OF THE STARS

.20th FLOOR
PENTHOUSE
at Century City’s
Most Prestigious Address

23,000 Sq. Ft.
Will divide from 5,000 Sq. Ft.

¢ Panoramic Views
¢ Improvement Allowance
® Fully Serviced
* 10 minutes to LAX
®* Ample Underground Parking
¢ Adjacent to exclusive shopping
center, ABC Entertainment Center
and major hotel
Professional on-site management to answer
all your needs! Call today for an appointment.

213/557-0290

NO MINIMUM DEPOSIT
INTEREST COMPOUNDED DAILY

Call your nearest Foothill office
for current rates on our various Investment Certificate Accounts

9911 West Pico Blvd
Los Angeles, CA 90035
(213) 553-7474

3903 Metropolitan Drive
Suite 1000, Orange, CA 92668
(714) 634-1660

2049 Century Park East
Suite 3060, Los Angeles, CA 90067
(213) 556-1222

5420 Clairemont Mesa Blvd.
Suite 1A, San Diego, CA 92117
(714) 292-8224

17656 Ventura Blvd.
Encino, CA 91316

(213) 981-8202
OFFICES STATEWIDE;

Available to California §

Foothill

THRIFT AND LOAN
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What follows iS a copy of a test used in
the State o i ‘ou had to
pass this te allowed to
get INTO High Schgol.

In what state and/ on what waters are the
following: Chicggo, Duluth, Cleveland,
and Buffalo? Stgte an important fact
about each one.

Name and locate two countries in which
the following are important products:
Wheat, cotton, wdol and coffee.

Write on the Pangma Canal, telling who
is building it, |its location and impor-
tance.

What causes the
and from summer

hange from day to night
o winter?

Name five republfics, three limited mon-
archies, and ong limited monarchy.

Name the <clasges of sentences on the
basis of meaning or use. On the basis of
form.

el with: the verb. fn - the
change to passive voice.

Write a sente
active voice;

What is meant/ by inflection? What parts
inflected?

Write senterices with nouns showing six
Write a model business letter of not

length of a rectangular
field 80/ rods )wide that contains 100

[{0 vHs® = [ a

A-wagon 1s 10 feet long; . 3" feet wide,
and 28 inches deep; how many bushels of
wheat will it hold?

A rope. 500 feet long is stretched from
the top of a tower and reaches the
ground 300 feet from the base of the
tower; how high is the tower?

In physiology, name three kinds of
and give an example of each. Give the
structure of a muscle and of the spinal
cord.

Define arteries, veins, capillaries, and
pulse.

Write a brief biography of Evangeline.

What do you think the author of "Enoch
Arden'" aims to teach us.

What kind of man was Shylock?
No fair asking your Ph. D. offspring.

We would never have made it into high
school!
*kk%k

Religious bias. .has been steadily de-
basing history from the days when the
Assyrian monarchs praised God that He
had made it possible for them to serve
Him by assembling pyramids of the heads
of their rivals. Harry E. Barnes

The Drool Method of History

* %k k%

When the truth hurts, if that what you
call a truthache? Business Briefs

%* % % %

God's plan made a hopeful beginning,
But man spoiled his chances by sinning.
We trust that the story
Will end in God's glory,
But, at present, the other side's
winning.
* % % %
Let us not look back in anger or forward
in fear, but around in awareness.
James Thurber
* k k%
It is wretched advice that the healthy
system is one in which the individual
feels no conflict. Every great advance
has come about, and always will, because
someone was frustrated by the status
quo; because somebody exercised the
skepticism, the questioning, and the
kind of curiosity which, to borrow a
phrase, blows the 1id off everything.
William H. Whyte, Jr.

I must be getting absent-minded. When-
ever I complain that things aren't what
they used to be, I always forget to in-
clude myself. George Burns
* % k%

...the imporatnce of sports is as readi-
ly underestimated by the higher intel-
lectual group as it is overestimated by
the mentally inferior. John Kiernan

in We Saw it Happen




Page 6

L CHYE; PSRSAIT R 19E T REASMIB L, EiR

February 1987

We live in an age when wultimate ques-

tions have, quite unaccountably, become

immediate questions. Will Herberg
* % k%

Not everything that is faced can be

changed; but nothing can be changed un-

til it is faced. James Baldwin

The Best by Peter Passell and Leonard
Ross indicates as follows:

THE BEST BOOK ACKNOWLEDGMENT

Tradition requires that I absolve my
critics from responsibility for all er-
rors. Although I deeply respect all
tradition as a2 matter of principle, I
see no reason to absolve them. If I have
committed blunders, one or another of
those learned men and women should have
noticed; if they did not, then let them
share the disgrace. As for my interpret-
ation and bias, the usual disclaimer is
unnecessary since no one in his right
mind is likely to hold them responsible
for either. Eugene D. Genovese

The World the Slaveholders Made

*kk %k

The next time you meet a well-adjusted

person, try and find out what's wrong

with him. Dick Kidson
* % k%

HARD TIMES -- when we have to do without

what our parents never had.

* % %k %

I always felt man is a stranger on this
planet . fa Jtotal. Stramnger. I always
played with the fancy: maybe a contagion
trom “outersispacedsisithesseed "of man.
Hence, our prior occupation with heaven
-- with the Sky, with the stars, the
gods -- somewhere out there in outer
space. It is a kind of homing impulse.

We are drawn to where we come from.
Eric Hoffer
From Harvey Green

* % %k

It seems to me that the nursing mother
of the falsest opinions, public and pri-
vate, 1is the over-good opinion man has
of himself. Montaigne

The Mystery of Life

We walk in a world that is strange and
unknown

And in the midst of the crowd we still
feel alone,

We question our purpose, our part and
our place
In this vast land of mystery suspended

in space,

We probe and explore and try hard to
explain

The tumult of thoughts that our minds
entertain. . .

But of all our probings and complex ex-
planations

Of man's inner Feelings and Fears and
Frustrations

Still leaves us engulfed in the "mystery
of "life "

With all of its struggles and suffering
and strife,

Unable to fathom what tomorrow will

bring--

But there is one truth to which we can
cling,

For while 1life's a mystery we can't
understand

the great '"giver of life'" is holding our
hand

And safe in His care there is no need
for seeing

For '"in Him we live and move and have

our being. Helen Steiner Rice

From Efren Castro Ibanez

* k% k

The biggest lesson of all to be learned
about contemporary civilization is that
nothing anyone is doing today makes any
sense unless it is connected to the mak-
ing of a genuine peace. Norman Cousins

* % k%

J/Said a Quaker spinster who was asked why

she had never married: "It takes a
mighty good husband to be better than
none," Irwin & Ruth Foley

Friendly Anecdotes
* % % %

/§olitics is the art of standing up,
rocking the boat and convincing everyone
you're the only one who can save them.
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