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The Plummeting of Realty Values

WHEN A MAN waiits to make 2 purchase he con-
_snlts Tis pocketbook, bank account or probable
iheotme., ,

Wheh 2 government decides to spend it does so
with scant regard to its resources ot income; taxa-
tion must meet the budget.

City governments, whose spending is limited by
law to a ratio between its budget and its gross realty
values, have hif upon a technique which enables
them to circumvent this limitation. When they
need more money they either raise the rate, if the
law perfmits it, or they raise the assessed valuations,
which the law finds difficult to fix.

Loud has been the waﬂmg of real estate hoa‘rds
this past year because of "‘over- assessments “I'he
complamt is based on the assumptlon that agsess-
ment and market value are, or should be, identical.
If this were true, then the cities vwere robbed by the
rea]ty men durlng the boom years, and ‘restitution
should be made. For, even in New York, where
realty assessments are high, it is a matter of record
that market prices in 1928 were above the tax as-
sessment figures to a greater degree than they are
below them today

But thete is no necessary relat1onshlp between as-
sessed values and market values.
tablished by the assessors’ office constitute merely
a basis for taxation, for meeting the budget If the
rate of taxation is fixed by law, the assessor is com-
pelled bY budgetary requlrements to raise the assess-
ment, That’s all there is to it.

_Real estate interests who demand assessments
based on market values would find their proposition
much to ‘their d1sadvantaoe if they followed through
on their argument. Suppose the law were so fixed
that real estate had ‘to, be sold at exactly the assessed
Would ‘they then argue for Tower or hlgher
Assessmaents? There would be no higg gling of the
market the prospective buyer would need no brok-

Tor ‘the Hssessinent books would establish the
pnce.

That assessed values -and market values Dear little
relatlonshxp to one another is shown by the tax
meshods of various cities. In New York, where the
howling has been greatest, markeét values are sup-
posed  to be from twenty to th;rty percent lower
than the dsseisors’ figure; the average rate of taxation
is $2. 84. In Chmago the rate is between $8 and $9,
but the dssessed values are about 30% of the mar-
ket values.

The confusxon results from a hasm error, as usnal.
Real estate is a mncture of a labor value and 2 mon-

The, flgures es~

only value, the one decreasmg and the other m-
creasing as populanon and pl;oduction 1ncrease
Houses decay in time; land, as a place to live and
work on, remains put. The attempt to fix a.common
basis of value for two things which by their nature
may go in two different value directions must lead
to 2 muddle.

Land valuation is immoral in theory. When you
set an exchange value on land you admit by that
act the right of the individual to the ownership of
land. A market price being the capitalization of

rent, the very existence of such & value is. recognition
of the private appropnatmn of refit. And that is
immoral, because it is the ptivate approptiation of
a public valite. No good end can come from a bad
beginning.

Besides, value bemg merely an opmmn, and as
changeable as human desuEs, gvery attempt to fik
value for a length of t1me 1s hazardous 'That 8 Why

a d1ther toda’gr The laW reqmrEs banks ‘to hqmdate
their real ‘estate *'assets’’—foreclosed mortgage hisld-
ings—within a reasona’ble tlme, usﬁall‘y five Years
Decreased production during the past ten years has
decreased land values—-since rént is part of produc«
tion. ‘Government spending has tended to 'hold
up 1and values, but it has also increased taxatios,
which has further retatded product1on

So now the banks are being forced to clear theu‘ :
books and are taking * ‘losses,” But these are latgely
book lossés, since most of the. real estate acqun’ed
by foreclosure sells for more than, the amount or-
iginally lent on it. ‘That is poor, soIace for the bank
which has been f1gurmg on a proflt. -

From 4 social point of view the present unload-
ing tendency 1§ hopefuI The plummetmg of realty
values (sales in Manhattan during the first fwe
fnonths of 1940 averaged about 75% of assessed
values) indicates that land wh1ch has been held
speculatively will now be put to use: the valueless
d11ap1dated buildings will have to be repaired or re- .

‘placed

City controllers report that property acqmred
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through tax liens is being dumped on the market

(let’s hope returned to former owners) for revenue
producing purposes. FEarly this spring Scranton,
Pa., had taken title to 6,000 unsalable, tax-delin-
quent properties, and was planning to make up for
its tax losses by renting them itself.

This delayed deflation of land values—delayed
primarily by the pump-priming fallacy practiced
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by the Federal government, aided and abetted by lo-
cal extravagance—portends some renewal of pro-
duction activity, although increasing taxes on pro-
duction will tend to check this tendency. And, so
long as we allow private collection of reat, this
“'breathing spell” for production will soon result
in speculative advances in land values, which will
again choke the smoke-stacks.



