N Z STUDY
SHOWS TAX
SHIFT RESULTS

What happens when property is taxed on
the basis of an *‘annual value™ assessment
relying on the yearly rental that can be
obtained for land and improvement, or
on the basis of “capital value” whereby
the criterion of assessment is the pre-
sumed selling price for land and building,
or on the basis of “unimproved value”
which is the raw land evaluation?

Some answers to this question can be
found in a study by the Valuation De-
partment of New Zealand showing the re-
sults-of the alternate systems applied to
sections of the city of Wellington.

The report is part of a continuing sur-
vey based on computer readouts of prop-
erty taxation experience. It warns that
this data from the assessment rolls of
April 1, 1965 has already been outdated
by events. By way of explanation, the re-
port states, “‘as buildings are erected, land
subdivided, urban motorways claim prop-
erty, and legislation is passed amending
existing rating [taxing] law, there will be
altered distribution of rates whatever the
system.”

Despite these disclaimers, some of the
findings are worth noting.

For example: the study reports that
land that does not need intensive capital
investment for the use to which it is being
put “would pay considerably less taxes
under the capital value or the annual
value system.” Obviously, it would not
get off as easily if taxes were to be paid
on assessments based on unimproved
value.

If the ratio of capital to unimproved
value is less than 3:1, the tax would be
smaller under the capital value system
and probably the annual value system
than under the unimproved value assess-
ment. This would seem to be an obvious
conclusion. But the report adds that there
are many sites with relatively low capital
investment that are capable of earning

above average rents, and these would not
necessarily benefit under an annual value
system.

Older single unit dwellings gencrally
would pay less under a capital value sys-
tem, whereas they are not materially
affected by the annual value system as
contrasted with unimproved land valua-
tion. Newer homes, however, pay higher
taxes under the two alternative systems.

Shifting from unimproved land assess-
ment to a capital value would not in-
crease taxes for suburban shopping
centers, but their levies would go up
under an annual value system. For center
city commercial properties the shift
would cause a smaller decrease in taxes
under the annual value than under the
capital value system. Similarly, indusiiial
properties would carry a heavier burden
under the alternative systems.

These findings would seem to support
widespread opinions as to the effects of
land value taxation, although the report
cautions that assessment and tax “rating
in a dynamic community is a continuous
study and conclusions reached at one
point in time must be amended as the
situation dictates” and each municipality
is a specialized study, indicating that con-
clusions drawn in one place may not
apply to another.

India’s Land War

Landlordism, long a sore spot in the polit-
ical economy of the subcontinent, has
reached something of a low point in a
dispute that is tying up land and con-
demning more Indians to starvation.

In Pachampettai, India, one third of
the cultivable land, where three rice crops
a year used to be harvested, is lying
fallow while landlords and tenants battle.

Twenty tenant families have been cul-
tivating this land for generations. But
they have been evicted from their rice
paddies and no crop has been planted for
the past 18 months.

All the land will remain uncultivated
until the issues of ownership, wages, limi-
tations on holdings, and presumably poli-
tics have been threshed out in the courts.
So far, most of the cases have been going
against the tenants because the landlords
have the money to hire the best and most
influential counsel. The tenants, on the
other hand, are compelled to work as
casual labor not only for their keep but
to pay lawyer’s fees.

“Tears of blood flow from our eyes
when we see our fields lying parched and
untended,” the wife of an evicted farmer
is quoted as saying in a New York Times
dispatch.

CITY TO PUNISH

New York’s Mayor Lindsay has somberly
stated that the 600,000 commuters who
come into Fun City to work each day
have a stake in the city. By virtue of this
reasoning, his Honor says, they should be
taxed for the use of the city. Contrari-
wise, the city has an enormous stake in
these 600,000 commuters. It is the
commuters who contribute a large part of
the location values of property in the
city. Without them, the value of these lo-
cations would be seriously lessened inas-
much as activity would decline and de-
mand for land would be reduced as a con-
sequence.

COMMUTERS

It is certainly no fault of the com-
muter that the city persists in its archaic
pursuit of taxing the labor products of
people rather than the land value the
community creates.

It is embarrassingly obvions that tax-
ing commuters, who help create the city’s
land values, will induce these people to
look to their own localitics for employ-
ment. This is self-defeating. Conversely, if
the land value were taxed, more com-
muters would be encouraged to come
into the city, heightening the value of the
land, enhancing the amount of the tax
and promoting true growth.
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