Pre'sentatio_nsmade in

House Office Bui

One ofthe highlightsof the 1999 Coun-
cil of Georgist Organizations conference
wasa Property Tax Reform Summit panel,
which was presented to conference
attandersin the Gold Roomof the Raybuwrn
House Office Building July 9. Themeeting
room wasarranged forby Rep.RonPaulof
Texas.

CGO president Dr. Drew Harris intro-
duced the panelists. Dr. Nicolaus Tideman
is g Professor of Eeconomics at Virginia
Polytechnic Institute and State Univer-

lding

sity. Rick Rybeckisa Districtof Columbia
lawyer, real estate expert, and policy ana-
lyst. Deborab Katz for the past three and
a half years has worked for the Washing-
ton Regional Network. Dr.MichaelArnone
represents Monmouth County in the New
Jorsey Assembiy.

Moderator Joshua Vincent, Exec. Di-
rectoroftheGenterﬁermdvofEcommica,'
explained the format of the panel. Nic
Tideman would present a theoretical
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framework. Rick Rybeck carried the theory and research to
the next step of how does one talk to Council members and
bureaucratswhich he advises. Deborah Katz's perspective
was more expansive, after the idea hasbeen discussed and
gotten out, how thatidea can by synthesized and turned into
policy. Rep. Michael Arnone addressed the effort of getting
a constitutional amendmentthrough the legislative process
for split-rate taxation as a viable political choice for cities.

Dr. Tideman commented that we begin with the philo-
gophicalidea that people own themselves, and that allpeople
have equalrights to natural opportunities. Thisleadsusto
recognize that most taxes other than taxes on land are
ethically unsupportable. Most people share with usthe idea
that what we earn isreally ours, but, being unaware of the
special ethical properties of land, they reason that govern-
ment needs totake taxes from somebody and all taxes are
equally bad. Mosteconomistsrecognize that there issome-
thing wrong with a lot of taxes, and believe that broad based
taxes which tax everything equally are most efficient. If
there weren't any possibility of collecting the rental value of
Jand, thatwould make sense. A moresophisticatedeconomic
theory saysefficiency ispromoted by concentrating taxeson
things (including land) that are supplied or demanded
inelastically (in a quantity thatchangeslittle ifatall asprice
changes.)

Our perspective places the primary emphasis on ethics
ratherthan efficiency. We say thatitis not necessary tohave
ethically unsupportable and harmfultaxesontheproductive
things that people do. We should take the value of taxes
through exclusive use of natural opportunities, primarily
therental value ofland. Lately wehavebeen adding another
idea to our quiver of ideas. That is to recognize the
importance ofthe harm people do to natural opportunities by
polluting, and therefore proposing to charge people for the
harmthatis done by pollution. Thatis, from our perspective,
another example of charging people for appropriating natu-
ralopportunities.

Tideman has developed a research program that started
when he found people saying there are harmful effects ofland
taxes, and published a paper explaining what was wrong
with their theory. He has been working on showing that
taxes on land can make a better economy by reducing profit
of land speculation and therefore reducing the amount of
land speculation. He hasbeen measuring the accuracy with
which land is assessed and finding waysto assessland raore
accurately. Hesupervisedadoctoral dissertation written
by Florenz Plassmann that measured how much more
construction there isinthe Pennsylvania citiesthattaxland
more than they tax buildings. Plassmann came up with
figure that forevery 1 percentpoint difference between tax
rate on Jand and the tax rate on buildings there isan average
of 16% more construction every year: 16% more the first
year, 16% above base the second year, etc. With 2%
differential, you get 32% more the first year, 32% above the
base the second year, on average. He recently has been

working with Plassmann on a mathematical model of the
effects of the combinations of taxes that various states have
on lzand and labor and capital —property tax, income tax,
salestax, etc. They arebringing together alitheeffectsinto
a single mathematical model that a computer can solve.

Tideman testified at the New Jersey state legislature
when they were considering a two-rate tax bill, a bill that
would allow achange in the constitution that would allow the
legislature to pass a law that would allow cities to decide if
they wanted to tax land more than buildings. In New Jersey
opposition was encountered from developers. Why should
they oppose the Jegislature permitting taking taxes off the
buildings? The reason is that almost no development
happens these days without substantial tax subsidies. The
developer comesin and saysifyou will give usbig tax breaks
we will develop, how aboutit? Because cities are doing poorly,
they agree. If we had a system where everybody got an
automatic tax break, there would not be nearly the same
need to give these developers a special tax break.

Rick Rybeck has found that it is initiaily more effective
totell stories in discussions about shifting taxes. Oncepeople
are interested, then more technicalexplanations make sense
tothem.

People, including politicians, are beginning to under-
stand that many problems are related to sprawl. We have
the problems of cities becoming depopulated, both interms
of households and businesses, moving further and farther
out into the countryside. We are constantly building new
schools in the hinterlands while schools in our already
developed areas sit there empty. We spend money on
duplicating school buildings instead of on teachers and
books. We spend much more money on roadsthanwe doon
transit.

Using slides, Rybeck showed how development of roads
and other infrastructure — designed to facilitate develop-
ment—actually endsup drivingdevelopment away because
of accompanying increases in land prices near public facili-
ties.

He then explained that a reduction in property tax rates
on buildings and a corresponding increase in tax rates on
land values would promote development on high-value land
near existing infrastructure. As a result, urban develop-
ment would be more compact.

Compact development has several advantages. If cities
are more compact, we spend less money on infrastructure,
and therefore have Jower taxes. [toffersthe opportunity for
reduced congestion, more pecple cancar pool, bikeoreven
walk. Only 3% of people in our country can now walk to
work. Finally, more compact allowsustouselessenergy and
pollute less, thereby leading toa better quality oflife.

Compact development allows us to take advantage of the
infrastruciure we already have, make better use of our
urban areas, and save the countryside for agricultural and
conservation uses. Asan added benefit, housing willbe more
affordable and there willbe more employment opportunities.
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Deborah Kat2’s job as coordinator for the Washington
Regional Network for Livable Communities istogointothe
community and talk to neighbors and other like-minded
groups that are interested in making Washington D.C. a
better place and a more livable place, and also to preserve
what we have left of northern Virginia, and Potomac and
Chesapeake and Maryland. Katzcommentedonwhatshe
runsinto trying to gain acceptancy by peer groupsand the
media atlarge in the District of Columbia area. Washington
Regional Network was an informal group when established
in 1008; incorporated in 1996, it advocates transportation
investment and land use policy and living design that
enhances the quality of the environment of the nation’s
capital region. One of the top priorities isthe reinvestment
and revitalization of the core of the region and some of the
inner city areas or suburbs that maybe are on the decline.
The district in particular suffers from over 10,000 vacant
lotsand 8,000 boarded up buildings. Many Districtresidents
face blight and crime problems as a result.

W.R.N. leadership are aware of split rate taxation as a
tool to deal with thisproblem. They have decided to conduct
a public education campaign in the District and have met
with many groups. Once there is a critical mass of commnu-
nity support, say 20-30 organizations, W R.N. hopes fomeet
with Mayor Williams and ask him to study the split-rate or
put it in his budget. During his campaign for mayor, he
indicated his willingness to look at the split rate tax.

There are certain objects to any kind of grass roots

campaign, identifying your short and long term goals, -

issues, whoyour ailies are, organizational tactics. Whatare
some of the shortfalls and pitfalls that are helping or
interfering with acceptance of the split rate tax?

The time is right, our national and regional focus are on
restoring the city, and the local focus aswell. The mayorran
on promoting private sector development to reach beyond old
downtown and intoinnercity, indicating an opennesstolook
atinnovative measuresand tax incentives. Wehave CAMA
(computer assisted mase appraisal) which canbe used tohelp
implement the split rate tax. There is general agreement
something needs tobe done about nuisance properties. There
is the factor of developing messages simple and clear that
people can grasp intuitively: Tax relieffor livable communi-
ties, TLC for DC. We talk about reversing the backwards
incentive of the property tax where fixing up brings higher
taxesand boarding up bringslower taxes. That isbackwards
and needs to be reversed and split rate does that. We talk
about revitalization and more housingand more commenrcial
space and job creation.

‘W.R.N. goes out into community, getting to meet people
where they liveand on their ground, We try toidentify key
groups in the District. The Pro-Housing Property Tax
Coalition of Washington, D.C. endorsed the split rate in
1991. They did a city wide study and developed facts that
showed the over-all benefitsin neighborhoods and whowould
get tax cuts, and we use these facts in our presentations.
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Another local group, the League for Urban Land Conserva-
tion provided funding to help pay for staff. The Center for

Study of Economics, the Pa. Fair'Tax Coalition, and groups

out there whohave worked on this have been invaluable in
thiscampaign.

_ There are other factors in helping promote understand-
ing by the community: materials and yard signs, and they
need funding. “Nuisance properties, NO, split rate tax,

. YES”. Wehaveadetailed 17pagequestionand answersheet

for people whowant more depth. We use Pennsylvania cities
and places where thishas been implemented as examples,
That helps when people say it can’t be done. If you are
engaged in a grass roots campaign in your community, you
will need to enlist the media. Craft your message and
approach them ina way that community activists can focus
onyourissueswhenthey have somany oftheirown pressing

* jssues. Find volunteers, and occasionally conduct speaker

training for people willing to stand up and make a presenta-
tion. There is a perception thata split rate tax mightharm

. good open space. Some residents are concerned about too

much development. In our fact sheet, we respond. InD.C.
there is.a lot of tax exempt land and under the land tax it
would not be affected. We suggest lower assessment for
urbangardens.

Another pitfall is that some people’s taxes are going to
rise. Mostpeople are going tobenefit, and we areconcentrat-
ing on carrying our message to people benefiting the moet.
Get a key constituency supporting you and then itis justa
political process of give and take with land speculators.

- Phase in over a period.of time and let people get used tothe

changeover. A major challenge is funding, a small grass
roots organization must contually search for funding from
foundationsand individuals to keep going.

Assemblyman Michael Arnone chairs the Local Govern-
ment Committee of the New Jersey Assembly. He hasbeen
mayor of Redbank in Monmouth County, which he now
represents. In New Jersey, the change willonly get through
by getting a constitutional amendment on the ballot and
going to millions of votersin N.J. Arnone heard aboutland
value taxation around 1965 when Nation’s Cities magazine
featured articles on the inequities of the property tax and told
about the land tax. Arnone had just gotten tobe chairman
of the Planning Board, after which he became Zoning Board
chairman, then served on the Council, and then was Mayor
for 12 years. Hewasa 1973 candidate for General Assembly,

" and at that time the Governor’s policy reform commission

report concluded that site valuation had practical value in
urban arveas. He campaigned in 1973 on that. Thatwasthe
Watergate era and a bad time for Republican to run, s0 he
went back intolocal government and became mayor.

He ran again in 1989 and waselected. When he got into
the Assembly, he introduced two bills, in 1992 and in1993,
but didn’t get anywhere with them. He really was on his
own. He had never heard of C.S.E. He didn’t realize alot of
people didn’t kmow what he was doing it until he again
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introduced his bill, and then people
took it off on the computer. When he
introduced the bill, that followed Gov.
Whitmarn’stax commission. That com-
mission didn’'t come out withanything
aboutchanging the structure of prop-
erty tax.

His amendment to the constitu-
tion is the first time anyone in N.dJ. has
attempted to change the basic struc-
ture of the property tax, which was
instituted in 1851. The present prop-
ertytaxisaninelastic, residual, and ad
valorem tax that has served for many
years. Nationally the property tax
stayed fairly consistent around 3% to
4% of gross national product until the
1950s. Then property tax for educa-

tional financing was viewed asuncon-

stitutional. With this parficular
amendment, Josh Vincent, Professor
Tideman, Professor Drew Harris, and
Ted Gwartney all came to Trenton to
testify in favor of the amendment. We
didn’t get the bill through, but there
was a lot of success.

Arnone met with Gov. Whitman,
who thought it a good idea, and with
Congressional Commissioner of Com-
munity Affairs (whoreferred toitasan
urban toolkit). The League of Munici-

palities (which representsall 566 towns)

thought it a good idea, as did the New
Jersey Conference of Mayors. The N.dJ.
Building Assn. endorsed it, as did the
Sierra Cluband Audubon Society. All
the Chambers of Commerce endorsed
it. It looked like a real winner. Butby
letting thisamendment drift laterally,

cut ribbons now.

itallowed alotof forces to regroup and
muster themselvesup. Webave gotto
recognize there are groups of people
that profit from the property tax asitis
now, and don’t want tochange. Arnone
is trying to evaluate these subsidy
programs, to show who is profiting,
and trying to burden the recipient of
these incentive programs forwhatever
money coming to them. Ofthe 22ball
parksbuiltin N.J. with publicdollars,
20 are failures and don’t make any
money. Only constructors make
money. Another group just doesn’t
understand the splitratetax. Peoplein
politicallife want tosee things happen
while they arethere. They don'twant
to plant seeds for 10 years later. The
mayor wanistoseebuildingsgoupand




