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' THE PROPERTY TAX IS REALLY
o TWO TAXES -

Real estate taxes are geﬁerally '

regarded as burdensome and many pro~
prosals
taxpayey, particularly the homeowner .
Most proposals

ignore the fact that thecproperty tax

s not one tax but two very different

' taxes. They have exactly. opposite
- effects on our social and economic
~life. One tax is levied on the value.

of man-made things such as buildings
and ‘their contents. The other tax'is

';lev1ed on the value of the site  that
‘ goes with: the bulldlng.
.. pays the total tax.

The taxpayer‘

When&taxes are reduced on bulldlngs

.- and other man-made things,people have
. a greater
. proVe'them.

1ncentave to build or it

ivatent-~to™ an”%nnual
_ and
wealth. Tax increases 6n
real ~wealth such as houses, stores,

costly to construct and possess. This

.‘part of the property tax has no social- site, he has an increasing
relief on to sell to

1y de31rable effect. Tax
such real wealth is beneficial to ev~
eryone. Total - élimination of this

:portlon of the property tax is an ex-
cellent long-range goal.

The part of the property tax that
is levied on the value of the site
needs ParefuI examinatiqn. The total
area of dry land is fixed, for all.

supply can be .and is art1f1c1ally re=

- stricted by belng ‘witheld from use by

outrlght denlal or by uneconomic pri=-

-c1ng.

 The "property" tax onsim- .
" equ ““1ng ts&“faté”‘én'véiues “of
the owner has-an in-

- The available

The -tax on the value of a site af-
fects the potential market price of
the site by decreasihg the net in-
come of its owner. Lowering:this tax

increases the actual or potential net

are offered 'to relieve’' the income to the~owner, consequently the

smarket price would go up. Increasing

the tax.on site values has the opposite

effect; lower net income and a lower
‘market price.

This site value portlon of the gen-
‘eral property tax_ can not be passed
on’ to

-anyone else by the owner. . He

is already getting whatever the market

will bring,
market. If the -site is
,lightly or. not at all, the owner in-
curs
" holding the site from use.:

~bide his time until prices of

He cah

Consider then, the effects

. the- rate goes up,

if he has the site on the
taxed very

llttle or no penalty by with-/

51tes -
’ go up to whatever point he chooses.
of a rise = |
f?%ﬁ%ﬂr%*

drea51ng incentive to 1mprove/the site

"'so that it will bring in appropriate

he chooses not to use or
incentive

someorie else, increasing

~ factories and machinery make them more income to more than cover the tax, . If
improve the.

the supply of land, as far as the mar-

-ket is concerned.

the more the pressure on the selling
prlce, ‘to the buyer s advantage.

A genuine reform will provide for

. greatly reducing the tax rate on im~

‘"The hlgher the tax, .

. provements and simultaneousliy 1ncreas-»’

ing the rate on site values. This

would result in stimulating employment

activities
subsidies‘

~ and- economic
. ‘'government programs,
bureaucratlc emplres.

HOWARD M. THOMSON

without new .-
‘and



