PHILADELPHIA came close to a
radical reform of its property tax this
year. As part of his package fora $165m
increase in taxes, Mayor W. Wilson
Goode proposed that the tax rate on
land should be 2.5 times higher than on
buildings.

He was backed by the Pennsylvanian city’s new
Finance Director, Betsy Reveal, who said the
reform would encourage development, discourage
land speculation and minimise the impact of the
tax increase on homeowners.

Two critical political errors  were made,
however, and the council decided not to adopt the
measure this year.

* Mayor Goode sprang the proposal on the
council just three weeks before a decision had to
be taken for this year's budget. No time had been
allowed for preparation.  So
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opponents were able to claim

that no-one understood how the
reformed property tax would
work.

“There is no consensus for the
land tax because no-one under-
stands it,” said Lucient Black-
well, chairman of the Finance
Committee. "It might be some-
thing for the future, but not
right now.”

* James Tayoun — one of the
politically most astute polit-
icians in this city that has a
large black population — tried
to educate his colleagues. Buta

leaflet circulated on his behalf

revealed that the tax had
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been successful in South Africa.

“We're not going to take our
financing plans from South
Africa,”  declared  Council-
woman Augusta Clark. "P.K.
Botha is not our guru.”

This was followed up by Joan
Krajewski, who said: "I make a
motion that the land tax is
forgotten.” It was.

THE CITY's property tax refor-
mers now plan to create a coali-
tion in favour of the dual-rate
tax. They have nearly 12 months

GOODE VIBRATIONS

THE DUAL-RATE property tax
proposed by Mayor Goode would
have taxed land at 16.70% of
assessed land values, and 6.68%
on the assessed value of buildings.
This is how it would have
worked.

s The tax on a vacant site
assessed at $5,000 would have
risen by $79 on the single tax
rate, but by $449 more under the
dual-rate tax.

¢ The property tax now falls
mainly on the value of buildings -
76% of a flat-rate tax; under the
two-rate tax, that burden would
have been reduced, and would

68

then have amounted to 56%.
* On the flat-rate tax, the bur-
den on homes would be 6%
higher. but under the two-rate
tax, most homeowners and
tenants would benefit by a fall in
their property tax payments, as
the tax base was broadened at
the expense of the owners of
vacant or under-used sites.

City Finance Director Betsy
Reveal said that it was unfor-
tunate that “because of the con-
fusion [people] are missing the
key point: that it is one of the few
tools we have to minimize the
impact on residential taxpayers.”

to educate council members.

Ms Reveal, a graduate of the
universities of Cornell, Mich-
igan and Harvard, who prior to
taking up her position as city
treasurer was Administrative
Dean of the John F. Kennedy
School of Government at Har-
vard, does not need educating
on the virtues of the land tax. It
would. she says, encourage
economic development.

“You move the tax burden to
where the economic development
occurs and provide incentives for
people who own vacant properties
to develop that property ...and not
sit on a piece of property in a high-
market, high-value area and hold
on to it for speculative purposes.”

Despite her expert testimony,
what the Press perceived as a
political power-play - a jockey-
ing for electoral favour in
advance of the next mayoral
election - resulted in the land
value tax being rejected.

But, warned Michael Wein-
stein, chairman of the Depart-
ment of Economics at Haver-
ford College, "It would be tragic
if Goode's untimely proposal
dissuaded City Council from
considering a land-value tax for
future adoption.”

There was one group of peo-
ple who had no difficulty grasp-
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THE CITY council of Aliquippa, PA has voted to shift a
large part of its property tax off buildings and onto land.
For 1988, the tax rate on land will be 81 mills (8.1% of
land assessments) coupled with only 5 mills on
buildings (0.5%), instead of 24.76 mills on both. As a
result:

* Aliquippa becomes the eighth city in the U.S. to go
two-rate.

* It will have the lowest building tax rate among
Pennsylvania’'s 53 cities.

¢ It will no longer have the highest tax rate on
buildings in the county. Its building tax rate is now
about one-fourth of the only other city in its county,
Beaver Falls.

Because of this shift, $1.25m a year in property taxes
will be shifted off building owners and onto
landowners.

Despite a 10% increase in property tax revenue,
Councilwoman Mable Jarrett reports that more than
80% of the homeowners will enjoy a reduction in their
city property taxes.

ALIQUIPPA is a steel-mill town in western Penn-
sylvania, not far from the Ohio border. The population is

ing the implications of the land
value tax. According 1o Larry
reporter on The Phil-
adelphia Inguirer. “Large land-
owners  quickly
essentials.”

Fish. a
grasped  the

They claimed the tax burden
would drive businesses out of
the city. and that the users of
large tracts of land = particularly
Chevron.  the
refinery in the city who claimed
their property tax would more
than double to about $2m a year
- would be penalised

I'he Inguirer's cover ofthe City

owners ol a

ALIQUIPPA SHOWS ITS METTLE

* Elizabeth Reveal

about 17.000. Its chief employer by far has been the LTV
Steel Corp., but its ageing plant is now nearly entirely
shut down. LTV is in Chapter 11 bankruptcy (although
other branches of the parent company are doing well
financially); it has reneged on its pension payments,
and like many industrial concerns throughout Penn-
sylvania, it has appealed its assessments and has won a
big reduction, much to the detriment of the city's
budget.

In fact the city would be bankrupt if it had not
obtained $350,000 in last-minute low-interest financ-
ing arranged with the help of the state’s Dept. of Com-
munity Affairs and Rep. Charles Laughlin (Bvr. Cty.),
who throughout this crisis has been of great help to
Aliquippa.

As it happens, the city will get more property tax
revenue from the LTV mill with the 81/5 two-rate
approach. Withoutit, Aliquippa’s other property owners
would be saddled with an additional $381,000 in pro-
perty taxes.

Aliquippa applied for and became a legal city of the
third-class in Pennsylvania (moving up from borough
status) specifically to take advantage of P.L.37531
(Purdon) which allows third-class cities to adopt the
two-rate property tax.

after  the  Philadelphia-born
citizen who became tamous for
his advocacy of the land value
tax policy throughout the world
- told Land and Liberty: “The
council adopted a lot of taxes
that arc oppressive on business -
instead of the land value tax.
which would help to expand
cconomic activity in this city.
which is the 21st largest in the
world.

“Next year there won't be the
proposal for a large tax increase.
which will make it casier for
council members to understand
that the land value tax shifts the

Hall story was a balanced one.
but the Philadelphia  Daily
News was hostile to the dual-rate
property tax. In an editorial.
they declared: "A dumb idea
was officially forgotten.”

The professorial verdict. how-
ever. was more sympathetic.
Said Susan Wachter. associate

professor of finance at the

Wharton School: “In terms of

the city as a whole. it is an cffi-
cient way to raise taxes without
discouraging ... use of the land.”
Mayor Goode incorporated
the dual-rate property tax into
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his budget plans because the
finance department had  dis-
with  officials  in
Pitsburgh. who expressed con-
fidence in the fiscal policy.
Land tax activists in Phil-
adelphia are confident that. now
that they have been given the
time. they will be able to educate
members of the council in time
for the measure to be adopted
during the budget proposals
next May.
Jacob

cussed 1t

Himmelstein,  chair-
man of the advisory board of the
Henry George School - named

tax burden off home-owners.
Ihis year. they couldn’t see
that.

"We are going to do more
lobbying and cducational work
in the next 12 months, and we
confidently  expect  that  the
policy will be adopted.”

I'he council decided on a new
package of tax increases to raise
an extra $100.1m. This included
a 60% increase in the real estate
transfer tax (extra revenue: $33m)
which obstructs the rational use
of property.
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