The land Value tax could be a wm-
city, but getting it passed won't be easy
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To its proponents, it's é. magic

bullet for struggling towns and citiss «

a simple shift in tax policy that could

lower property taxes for middle-class.

homeowners and turn innexcity neigh-
borhoods intc natural empowerment
zones. It could motivate center city
developersioconvertvacantoffice build.
ings into residential units and build
move parking garages. It could limit
the profitability of destructive real es-
tate speculation (a la blightmeister
SamRappaport) and slow the growth of
suburban sprawl.

It's called the Jand value tax, and
eight Nobel Prize-winning economists
have endorsed it. In Pennsylvania, 16
citieshave alreadyadopted itand across
the nation and the world, 700 locales,
including two eastern European na-
tions and the Big Island of Hawalii,
have turned toit. Councilman Jimmy
Tayoun tried to get it passed here in
1982, and Mayor Wilson Goode made a
stab at it in 1988. But now the land
value taxis getting anotherhearingin
Philadelphia, largely because ofa group
called the Pennsylvania Fair Tax Coa-
lition.. .

_ The concept has been kicking
around since the nineteenth century,
when economic theorist Henry George
first declared land speculation one of
society's greatest evils. Today, the
Georgists (ashis followers are known)
say the way to deal with that evilisto

place the burden of taxes on the value
cf land, not property.

In Philadelphia, that message
hasn’'tbeenheeded. Property taxesare
8.263 percent of the assessed value of
land and buildings. This kind of sys-
tem, saythe Georgists, rewards specu-
latorslike Rappaport, whoeither allow
buildings to deteriorate and then ask
for their property assessment to be
lowered, or knock buildings down and
banktheland, waiting for some future
jackpot deal Meanwhile, the city gets
more blight and little in tax revenue.
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. Shifting thebulkoftaxestoland —
whaoge value, proponents point out, is
created by its urban location and pub-
licly funded infrastructure, would be
fundamentally fairand make specula-
tion a lot less profitable. (In turn, it
would force more urban land onto the
market, which would bring down prices
and make it cheaper to build.)

- Since the higher the value of the
building, the higher the taxes, most
homeowners (especially row house
dwellers, who own little land) are pe-
nalized by the current system. So are

résponsibleapartment and office build- -

ing owners who keep their structures
in good condition.

' “Why should we penalizepeople for
making improvements totheir proper-
ties?” says Mike Curtis, extension di-
rector of Philadelphia's Henry George
School of Social Science. “Don't we
want more housing? Why should we
punish people forbuilding?®”

At a recent forum aponsored by
the Psnnsylvania Fair Tax Coalition,
one speaker after another sang the
praises of the land value tax.

i Mayor Anthony Spossey of Wash-
mgton, Pa., a city of 15,000 southwest

‘ ofP1ttsburgh told how his administra-

tion had brought in what's knownasa
two tiered tax, which shifted a much
}.argerpercentageofpmpertytaxasonto
land values. Nearly 80 percent of
residents in the town's less affluent
neighborhoods saw theirtaxesgodown.
The owners of a large office building
watched its tax bill drop so much they
v}ere motivated to construct a large
addition.

| An official from Harrisburg de-
seribed the land value tax as a crucial
tool inthat city’s renaissance. Consid-
ered the nation’ssscond moet distressed
city 15 years ago, Harrisburg, which
also relies on a two-tier tax that falls
more heavily on land, has more than
12,500 building permits that were is-
sued from 1982 to 1983, and the value

.of taxable real estate has shot from

$212 million to $883 million during
that same period. Once plagued by
more than 4,200 vacant structures,

Harrigburg now has fower than 500
“The land tax won't workina vacuum,”
cautioned Harrisburgbusinessadmin-
istrator Napoleon Saunders. “Youhave
to have someone in a leadership posi-
tion who understands it and you have
to have other economic development
programs in place.”

Another who offered a glimpse of
just how challengmg atask shifting to
aland tax inPhiladelphia could bewas
Joshua Vincent, director ofthe Center
for the Study of Economics. Vincent
recounted the fierce recall battle that
ensuedin Allentown aftercitizensvoted
in a city Home Rule Charter that in-
cluded a changeinproperty taxestoa
two-tier system that would, gradually

overfiveyears, shifttheburdentoland ,

values.

According to Vincent, the effort to
puttheland taxbackontheballotand
defeatit wasdriven largely by used-car
dealers with large lots and sharehold-
ers of the Allentown Fair Grounds, an
immenegelyvaluable 42-acre siteinthe
middle of the city that had always
enjoyed a sweetheart propertytax deal
With the help of money from statewide
cardealerassociations, the opponents
bought TV and radio time and used
billboardsand adsto paintHenry George
as a “socialist” and warned (errone-
ously) thatchurcheswould havetopay
the land tax. But the pro-land tax
forces, lead by a former city council-
manwho had besn pushing forit for 20
years, mounted an intense grassroots
education effort — and the tax passed” -
again by a comfortable margin.

If the battle over the land tax was
fiercein Allontown—where 96 percent
of that city’s row house ownera will
gave on property taxes with the new
system —it'slikely tobe anall-out war
here, For starters, Philadelphia’s Fi-
nance Dirvector Ben Hayllar is a vocif-
erous critic of the concept.

A formerPittsburgh city official (a
town which taxes land six times more
thanbuildingsalthough the school dis-
trictand the countylevya flat property
tax), Haylar insists the land tax isn't
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all its proponents make !,it
outto be. Heinstead credits
Harrisburg's success to an
outstanding mayor and ]a
strong economy, and cites
thecaseofMcKeesport, Penh—
sylvania, which changed i 1ts
tax structure a dozen years
ago and is still plagued by
abandonment. !
Pittsburgh land-tax
backers point out thq.t
McKeesnort isreeling ﬁ'om
the shutdown of its maJor
employer, a massive stepl
plant, and they say a study
Hayllar conducted that
seemed to show that poor
Pittsburgh neighborhoods

would pay more with a big- -

ger shift tothe land tax was
flawed.
wards where he said
homeowners would pay

more, they would pay less,”
says Dan Sullivan, the di-
rectorofProductive Taxpay-

ers, whodid hisowncounter
study.

Despite Hayllar's d15-
dain for the land tax, Phila-
delphia is already embrac-
ing oneofitsbasicprinciples

“In most of the.

—though in a highly selec-
tive way. Under a new pro-
gram, anyone who converts
one of Center City’s many

vacant office buildingsinto

residential units is eligible
fora 10-yeariax abatement
on the value of improve-
ments to the building. In
other words, they won't be
taxed on what they produce,
just like the Georgists rec-
ommend. -One developer
whao is rehabbing a long va-
cant office towerinthe 1500
blackof Chestnut Street said
racantly of the abatement,
“Without it we could not do
the deal”

Still, if a serious pro-
posal to spread that kind of
development incentive

around more equitably .

should actually pick up
steam here, expect a chorus
of objections and a well-
funded derailment effort
from those who would be
likely topay more—owners
of abandoned industrial
sites, surface parking lot
owners, owners of big hox
storeswithacresofparking
lots, owners of mothballed
center city office buildings,

big time speculators cling-
ing to dreams of riverboat
gambling and sitting on
prime riverfront property
and small-time speaculators
holding abandoned houses
and lots in the city's neigh-
borhoods.
"We'retalkingahout re-
distributing thewealth,” ac-
knowledges Vincent. “And
that's a really dangerous
thing. We're saying, some
people who are tying up a
valuable piece of land for

their own gain, make them

pay their share.”
Yet Vincent, who has

_consulted in numerous cit-

ies creating land-based tax
systems, isupbeat aboutits
possibilities here. “It's pexr-
foct politically for Philadel-
phia, becauseenough people
would saveontheir property
taxes. And I believeitcould
be a pathway for getting rid

of the wage tax. That's as

bad as toxic waste dumps.
Philadelphia is one of eight

. American cities that have

higher wage and sales tax
than property taxes— and
allofthemareinbad shape.”




