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Anpual Usnfervence State Association of County &ssessors of California)

tois ucvally easigy to stole a wproblem than it is to come up with consiructive
solutiong to it. However, today I would like {o exchenge idses with you. In the

process 1 hope to isarn wore from you dhen you fyom me, and I hope to stimulate some

thinking oot get sowe help frvom your practical expervdience. ¥y concern with the

&y

probiem of wroperdy taxetion and urben redevelopment sters from o theoreticel interest

L JOu)

an eccnowist, from & business interest oz o savings and loan association exscutive,

gg

end from & vublic interest as impediate past president of the Natlonal Associstion of
Housing end Redevelorment 07f7icials.

In all three roles I have been concerned with the complex problems of wrhbsn
deterioraiion. In discussions with lsaders of o considevable mmber of trade associa-
tions and govermment officials I have tried to explove ways o halb urban deterioration
and to improve our housing end owr cities. I am sure you willl agrse with me that there
are no easy solutions. There is no single penacea. However, I would like o explove
with you one possible tool, nemely, property taxstion, snd get vour reschion o my
proposals. One of the biggest gaps in cur knowledge is the lack of comelusive evidence
as 1o the possible effecis of changes in our Jerry-built tax structure at the federal,
atate, and local levels.

Most people agree thalt cur problems of urbanization - slums, blight, improger land
uses, congestion, traffic, adr and walter polliution, the demmnd For increased mumicipal
services, etc. - are going o get worse before they get better. They also probably
agree that something needs to be done about them. The guestion is how do you pay for
the solutions - sssuming we could agree on what should be done - and who 1is to pay
for them.

I do not want to bove you with the statistics and estimmtes of the cost of

correcting our past mistakes - and, we hope ~ of prevenbing at least some of our
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oy the faderel level would mercly compound the problem at the local level.

sbick” of govermmentel power to force poople o
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civiion of using the

mrogerties ds ftco drestlic for a demccracy. Therelfore, I would like %o

explore vhe possibilities of using the "carvot" - or peaitive incentives - so that
nuge vederal expendiitures and subsidies might not be necessary. This might put the
monizay on youwr back, which you moy not like. In fzet, I receil a conversation with
your own Jobn Behvens in Chicego when he said: "We have trouble enough as assessors
withoulh trying to be vefovmers tool” ¥y veoly was in the form of & guestion: "Aren't

£ your agsesgors concerned with the effecits of carrving oub the volicies some-
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body else sets? They should at least be cuvicus encugh to wonder whether some other
system might not heve the affect of improving owvr cities without necessitating ex-
tensive Tederal subsidies." I am convinced the Burean of Internal Revenve doesn't
care, £11L they seem to be interested in is raising worve mongy regardless of the
Tact that business decisions sre being mede right and lefd (vecause of the tax
structure) without regard to whether they are gocd or bad for business or the
economy as a whole, but only with regerd to the tax situstion. I¥un my book that is
the tail vegging the dog, and it is not good.

It is my contention, and 1t is Dorne out by my good friend, Perry Prenmties,
until recently editor and publisher of "House and Home", thet owr local property tex
policies, by underassessing and wnderiaxing run-down properties and wmused, underused,
and misused lend and overtaxing improvements, have encouraged land specwlation, urban

spravl, slums, and blight to the discoursgementi of scunder lend uses and bebber housing.



Rilding nere and bebtar bousing is the high price
Isvnderstend me, I am nob advocabing FHeary Goorgs's single
ax econony - wuk I do think, as an

and housing official, thet e should look indec the

the wroverty oox from improvements to lend. In Californie too high a percenmgea of

iightly taxed. Public and piivete dnvestment have often made a rural

-

ocve imerease in value in a few years from, say, 8500 to $103@QGQ and a central clity
scxe Trom $1C0,000 to $200,000, This community-created increvse in value ls lightly

£

waxed, sné many baxpeyers and investors are begimning to balk alb the Taet that our
local govermmendt tax revenues come meinly from the assesswent of buildings and other
improvensnbs, which discourages the very improvemewnts we need end want to prevent

when deteriorsbion.

Poo Many Politicai Subdivisions

To bazck up for & moment, to the problems of the levels of govermment. As you
know, there ave 90,000 govermment Jjurisdlctions in the United States: one federal
government, 50 states, 3000 counties, 34,000 cities and towns, and 54,000 specisl
districts, including school distyricits, vread distyicis, park districus, cemetery
districts, fire fighting districis, and mosguito sbobement districts. This means

Zw.' Lodilam
rovghly one gevernmantqfor every 2,000 people and every X0 sguare miles ~ which is,
o put it mildly, oo many political zubdivisicans.

48 you also know, the fedeval government geis and svends and redisiributes a
vhopping $80 billion a year. State and local governments exre hard pressed in their
search for more revenue, snd tax rscelpis ave falling behind expenditwres. Iocal
goveraments receive a goodly paxt of thelr total incomes thyough intergovernmental
grants, currently some 25 per cent, primorily from the states. It still isn®t erough.

Property taxes still provide peavly three-quartez*s of the locel ‘teke, and there sren't
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weny other local sowrces left besides taxing sales, incomes, bicycles, =znd cats ~
unless there is a complete overhewd, vhich seens wmlikely, between the bite of
federal, staite, and locel governments.

In the light of an ever increasing public demend for expanded local services,
moat local governments, being uvnable 4o yaise substantial sums fyom pon-properviy
taxes, have 1little recouwrse but Lo vy to increase end possibly revitalize the

property wal. JImprovements night include taxsiion of ceritsin properties now exempt,

carticnlarly federal proevsrties, and assessment technigues thet wonld take fullew
account of yisipg valnes. Another possibiliby would be shifting some of the property

wexes from building values to lend valus. Sone conltend that by so deoing, capital
invesiment would be encouraged end the vexatious problems of wrban spravi and slums
might pe seolved to a degree. Any such improvements would have to slm at maintaining,

rather than decreasing, total revenuss.

Californis Homes Assessed

As you elso know, the total assessed valuations in Caiifornia for 1961-2 (subject
to gbout $1 billion exempiions) amounied to $32.5 billion. This included nesrly $15
billion residential assessment, over $4.5 billion porsonsl property, $2.4 billion
agricultwral and farms, $5.2 billion commercial and indusirial {exclusive of 3% billion
railvcads and public ubilities assessed by state vather than loczl essessment) and

$700 million vacant lots. I em primarily concerned with the residential and vecant
lot assessments, and the possible effects some cheanges in the ascesament system might
have.

I know this is a highly controversial fieidé, and people don't like to chenge the
way they are now doing things, espeeially vhen they ave alyeady under fire and don't
want to draw even more fire.

We have inherited nct only 2 system of assessment technigues, but also some

economic doctrines from David Ricardo, Alfred Marshell, Henry George, R. T. Ely,
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s1igmen, 0 nome ondy o few of the theorists who have made pwrofound

Ject in the vast. Pome of them might even be willing to revise
thelt Uiocnies I they could see the ITdets of the world of 1562, If facts, theory,
ha ‘ .

and peliiny don't Jibe\ theory and policy, at lsact, aven't worth much.

ssoions of taxation, especially in velatlon to land values, have often been
highly emotional, over-simmlif - and I'm probably guilty of the same thing -

and the asvbject is a2lmost akin to & yeligion o some people. My iunterest as an
ecenomict is bhased on an uneasy feeling thal we are sometimes Forgetting that land

-

r'j”%i"s g unioee comrodity, whose supply is becoming more limited in relation to the dam::m

/

Tor it Ty the incressing vopulation that wanis to uwse it. My interest as & savings——

and locw man is that I am concerned over 'i:he shy-vocketing costs of land - we used
Lo figure it ot onewtenth the cost of house and lot corbined end now often alb one-

£if%h ard one-guarter, and often even more - 50 thet I feel strongly that the high

-

price of land is one of the most basic factors thab prevent wore housing from being
built, espeeially for the lowey end lower middle income groups of ouy cliles.

4s a chaiymen of a‘ city housing aunthorivy and public official, I am also con-
cerned whether the high price of land and owr nroperty and iancome tax policiss ave
not aiding and sbetvting slums, wban sprawl, land speculation, and urben deterioration,
“and. preventing thelr economical coxrection. The facts are that something has to be
done about lond prices and land use when we realize that from 1850 to 1960 the nation’s

“banizmd population (officially sreas with 1500 persons or more per square mile)
increased by 38 per cent the space taken vp by such ereas increased by 100 per cent,
more then aﬁ- times the population growt‘n, and the price of a simple lot (& quarter
acre with utilities) for an FHA-insured home now rums ebout $2 {00, vp from $1000 in
- et £ I 5O0— P

1950, an even greater incrgase. In Cali.fomiaﬂ the increase has ediea been evem

higher thean the national averags.

Why Ave TPawes Levied?

Most economists ~ though not all J.,aymen ~ will agree That taxstion of all kinda

together usually serves a thres-fold purpose: to raise revenues, Lo cowmbteracht cyelical



ecoromic fluctuetions, snd to achleve ceritain social purposes, ineluding shoub a

Y one-Tih redistribubion of Lhe pational incore annually from those who have the

3

ohiddty o pay to those who haven’t. Vhat I am driving at is that there iz nothing

y  Arberently new, incousisient, or wrong with using texabion as a deviee for creating
A
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and developing betler cities. I know people have not been thinking along these
lipes, out T think they shouid be. I would like to selicit your help as people who
have very intimzate practical knowiedge of the Tield theb would be affected. We

i;honesbly don't know what the resulis of & change in assessment and yroperty tax

graceices would be, bubt s far ac incentives are concerned, the pressnt property
wax systenm hes 13 thle to recommend it. As long &5 cwnevship of slum real esiate

’.

<« - - , A o . . . . fon
Land lend speculation are two of the meost lucrative fields of invesiment in the

United States we aren't golng to get very far in improving ouwr cities. I am, there-
fore, suggestliog & negetive as well as a positive use for properity taxes.

You are provebly squivming al the thought of heving to make sublective value

Judgrents or of being & social reformer. I sm going on an assumphion that you sre

willing to concede, as I am, with raegerd % 0 Prop rty a'om:'a.‘.sals thab asgessment is

i ne. et et iy

en "art” and not & "science”, and therefore open %o some variations. (I have seen
/ B V. LNay

ton many expert appralsers come up with dee divergent sppraisals on the seme plece
of property.) If we agree thai sssecsments end/or tax retes (and incidence) could
be changsd if we had to or wanted to, and could set up eriteria %o do so » then the
important question 1s what would the wresuli: be? Would it achieve {he vesults that
rroponents of change ask for, or would it have sdverse gide ef.s.ec &8 or ralise other
mroblems even worse? I am not sure myself, and wish we hed more objective studies
at hand. This is vhere your organization could be helnful.

. ACH Y3
Az 8 practical matter, the California assembly inberim commitrowm has authorized

such a study which is being csrried out here in Fresno, California by Gruwfenhagen,

Kroeger Associates, to determine what effects there would be iFf vavious systeng of
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soessient and taxavion were used in relation to lond, dmprovements, and veal

w

propeviy, otill bringiang in the came woltal vevemue. I am interested, however,
beyord that in how it would affect people’s atbitudes toward and use of their

progersies, vacant land, eltc,

In 2ll candor, I fipd 1t hard Lo drayw any absolubte conclusions on the basis

of the attempis by Avstralia, MNew Zealand, Caneda, South Afvica, and our own state

of Pennsylivania to shift taxes from improvements o land. We have s in my opinion,

Tour good studies that x.uuw me fairly appropriate For > own condi uiens, bt much

- T \-—“«\. - e T mm—— T ———

more work needs Lo be done before out and out advocating of these changes. ‘They

inelude Hapy !'s gtudy of Burneb

4

(1} | g9
Columbic,’ the Greater Dayton study,’

and "Tax Policies and Urben Renewal in New York City", a veport by a special

commitice on Tax Policies organized by the Citizens Housing end Plenning Council of

{3} o {1)

Few Yorlk, Inc.” and the stuly of Be mll"‘hel}" Peonsylvanis.

The people of the ve of California moy have 'the assemily inberim study,

. .

“*ela'bé}f"to Asgepbly Constitnlional Aﬂmnnn 2 be;ore chem Lf it is yreferved oub

0 the people mext year. This would provide local opbion o consider differentiel
. __’——m,——-/"~ W e s e s T e iy,

taxing of land apd improvemeanils. If such a propcsa,l were aﬁap‘teﬁ and vesuwlted in

———
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inequitabie tax treatmen'b or erosion of the tax bjase_, it would not be good. Farmers

and ot.hers are scared of i but I think they @takenly gsgune the burden of the

taxes would be ,ghifﬂgg@_@z;ggl/g' Ty dwellers and home owners o them, which is not the

AANPriAS ‘
case sinee manygf—them would even coume out woze-Ffaworably than they now do, and

totel revenues would not be affecteds The property owner who improved his home or \}
|
farm would be benefitfed, and the owner who didn't wse his land or let his property ;

;

j

rum down wouldn't.
N

(1)
"'Propez*ty Taxa’cion and Urban Development', published by the Urban Lond Institute,

Washington, D. C., 1961

‘‘‘‘‘

(Q%Taxation and Urban Blight, A Case Study of Greater Dayton", 1062

(3>'Tax Policies and Urbean Renewal in Few York City", Repor’t on 2 Tax Study with
Recommendations, 1960

(h‘i\n Analysis of the Potential Effects of a Movement Toward & Land Value Basged Properiy
Tax", 1958

N
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Prouoaition ¥, vwhich will come before the volters in Hovember of this yeer. Caiifornia
4 >
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voteys, who whought they were belng ind to gg;o?z:«;c;ns s 436 the very feolish thiog of

passing the Proposition tha ilm'm . for lower golf course assesspents i the last

-

genaral stabe alection. Actually, the beneficisvies will not be "golfers” or “green-

spece-hepoy’ plarnmess, bud golfers sas lsnd speculators who could wind up with a

pegublful valuvable subdivieion inside owr zmm & decade on WO h@nceo

ol

The cucrent Proposition b, which is being pushed as the current projest and meal

boy s )
tcked of the same publ'?c relations :'s-‘a!!;m that put over the golf course exemptlous, is

now beating the drums for the farmers in yural-urben Eringe areas. I love farmers,

........ e a—., ~

and T don's want to see them clobbered by city slickers. Bab I love farmers as

farpers, and not as farmer-land speculators, and T'm not ebout to help them erode the

-

tax bece cny further or o gmt furchey spaciﬁl Yrivileges, nov 60 I yvant 1o provide

(FAe J
a mesl ticket ag a fellow tax payer, 51 yeayrs of age, for ¥ Iirm 'i:hm‘; in elyendy

1, -

sion For everybody

gtanding in the wings t-m.ming up,a‘ *.oromsal for 8 property L

over 65 in California thet vill be on -z,he pext vellot if Proposition I mekes it this

tine. This, m ay bco&, ig yeform and chenge proe G'i.blx.u;,,{l gnd gone haywive, and I
kope the voters of Cu.g.i:t’ernia will be gmart enough to cateh dthe implications.

But I am interested in o sincere and objective look o see if we could en-

courage people to do privately by themselves - because, for a change, the Incentives

=t

might not be ha.messed backwards -~ what otherwise would publicly ¢
Maybe -~ just nsybe - we could hold lend costs and vrban spravl down, could halt urban
deterioration and blight if we were will:mg tc look at the possibilities of taxing
property in such a way &as to encourage people: uo put it Lo the L..:Q that would be to
the highest pu‘blic gooq., or, eemversely{ and pubii nc, it in uglier uem would get
the c{;isﬁg}g;‘sjﬁ;g., &re riding on the back;s of the rest of their fellow taxpayers to
pick up their share of the tab. I realize thet much would alsc depend on vhat was

‘{'done in the meantime with other federal, state, and local taxes.

§mimn



G

¥ anow mest of you will gee mony complications in vhalt I have suggested. I
of ]

o & K perhy wax and teliked to many

have vesd many argm‘:en 65 »ro end con ahout the propevhy

A% _?1{9;}“' work. Put will you at least think gbout it

o M Nk

.

wseopia, Mgk of you bh‘ UL

; ;.z.

and heln fm*nish ;i.n;foxmat:;.on and ass isc in stvdies to see waether iV will ov

wvhether it won't work?

Thank you Tfor the opvortunilty to tell you of my concern znd lunterest in what

1 oam suw a mubual problen. I hove it will stimulate some thinking snd con-

gtrucvive discussicon.



