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thlS repont ,analyzes the following in an historical sense in order to,
drav 1hp11cat10ns for the future: (1) the impoTtance of the property
tax to the agricultural sector; (2) the horizontal equity of the -
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terms of .income and wealth; and (3) some of the internal changes in
the agricultural sector which have a bearing on the property-taxes -
paid by that sector. Three key property tax series prov1de the core
data. for much of this analysis. Impetus for this study is exp1a1ned
in, terms of secular change--relative decline of the agricultural

sector; declining zole of tle prOperty tax; growth of -local

nonproperty iaxes? increased exemption of personal property;. )
increased relief to ‘hokeowners; increased use of differential .
assessment; changes in educational finance. Presented via narrative

and tabular data, the analysls deals withs: property tax intidence |,
(traditional view, current view, and implications);

agrlcultural-nonagrlcultural comparisons (income and wealth basls),
and internal agricultural sector changes '(number of farms, taxable
fappland, farm population, value of farmlamd and buildings, real
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ABSTRACT ., .

r
An cvaluanqn in a historfcal setting issmade of. (1) the importance of the
. property tax to the agl”cultural sector, (2) the horizontal equity of the
property tax for the agrlcultural sector in terms of both income and wealth,
and (3) some of the internal changés in the agricultural sector which have a
bearing on the property taxes paid by that sector. Horizontal equity of thg
farm property tax is 1nvgstlgated under various assumptions. ;
s . - [
Keywords: Taxation, Property taxy Farim real estate tax, Farm personal
property tax, Agricultzr’al taxation. ¥
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The purpose of the report is to analyzc the followmg 1n a historicdl sense 1n
qrder to draw implications for the future. (1) theymportance of the property
tax to the agricultural sector, (2) the horizontd] equity. of the property tax for
the agricultural and nonagricultural sectors in terms of income and wealth, and
(3) some of the internal changes in the agricultural sector which have a bcanng
on the property taxes paid by that sector. . :

One way of, mcasunng tax,neperality ‘Emon’g industries 1s to comparc taxes »
with the share of national income originatjng from the imdustries in question. |
During the 1932-75 period, farm property taxes accounted for 8.0 percentof * |
all property taxgs but only 4.0 percent of the national inoome originating in
fanmng (Data are available for all series only since 1932.) Viewed another

way, during the same span property taxes took 7.9,percen'f of the nitional

income originating in farming, but only 4.0 percent of the national income

}
. y
R
A '
]
Q

. settors as well,

originating in the nonfarm sectox Ky these measures, the agricultural,sector

has been gdying proportionately more of the Nation's property tax bill than

has the nonagncultural sector, when this burden is compared with the two L
sectors’ respective shares of national income. The report enumerates a mpumber )
of hypotheses that may be advanccd to explain the dxspropdmonatc burden of .
the agricultural sector.  ® . "o

. Thesituation regarding agriculture’s shatre of natiofial wealth and’1ts share of

the total property tax bill is not quite as clear cut. A measurement of hori-
zontal equity between sectors by the ratio of taxes to waalth shows that the
agricultural sector tmdxtxonall,y has paid proportnonate_L)zfcwcr property taxes
than has the nonagricultural sector. Data’ ‘show that this conclusion holgs for
the entjre post-1935 time periad. In 1935 the ratio of property taxes to
wealth was .010 (1.0 pcrccnt) for the agricultoral sector and .015 (1.5 pekcent) *
for the nonagncultu?al sector. In 1974, the ratios were .006 and .014, respec-
tively Throughout the 3Oggear span, the range of ratio differences in favor of
the agricultural sector vari® from .002 to .007. However, the evidence suggests
that property taxes are capltahzcd into farm property values. This depresses
the farm values to some degree and distorts comparnisons wjth oth'cr sectors. Of
coyrse, there are varying dcgrccs of property tax capitalization in the other

Nevertheless, taxes are typically paid from current income. So the policy-
maker’s concern about the relative tax/income ratios tends to dominate that
for tA%relative tax/wealth ratios—and the concern for the agricultural sector’s
comparative “burden” continyes. . .

The burden of the property tax alsd should not be viewed 1n a vacuum—
property taxos comprise only dne segment of the total U.S. tax system. Other
taxes may favor the agncultural sector. Local property taxes are deductible

R N f . . .

.
o

. e ‘ - i [
[} .
. b . ) ms..
, I : .
. N .

A




{from Federal income taxes. Thus, high property zax bills may result in lower
income tax bills and-a much-<ifferent tax burden overall.. The most regent
evidence indicates that the burden o#%he U S.tax system by level of family f
income'is approximately proportional. R

The farp property tax provides longrun stability as a source of revenug.
This 1s because of the constancy of farmland ag an input in the agricultural
sector (18-20 percent of all farm inputs since 1870) and becayse the value of
farmland and buildings as 3 percentage of the yalue of all farrd assets has not
changed mud{though ume. The basie historical factors that influence farm
property raxes do not appear likely to vary mui:h in the foresecable future
Thus, the longrun horizontal tax/income ratio inequity of the property tax
‘borne by the agricultural sector 1s likely to contihue. '
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AGRICULTYRE AND THE PROPERTY TAX:
.~ A FORWARD LOOK BASED ON-A '
' . HISTORICAL PERSPECTIVE

: - Jerome M. Stame and Ann Gordon Sibold* . ’
. . . - ) . . . ‘
- . .INTRODUCTION e
? ) . Pr\?cny taxation is one of the oldest means of raising public revenue,
- il -pariicixl tly at the lochl level. The nature and scope of this tax have varied

- much through the yedrs, especidlly with regard to types of property actually
" subject tq taxation.
. This i-'eport, using a hismrfcabsetting, evaluates (1) the importance of the
'pypcrty tax to the agricultural sector, (2) the horizontal equity-of the prop- *

s, CrTYy tax for the agricultural sector (vis-a-vis the nonagncultural sector) in terms

- of both income and wealth,? and (3) some of the internal changes of the

\ agricultural sector which have a bearing on the property taxes paid by that o

sector. Horizontal equity of the farm property tax is investigated under-various
assufhptions. R - '
: In colonial times, specific property tax rates often wcrgpplic.d to particu-

. lar categories of property, and types of propetrty specifically not included by
legislative enactmentin the taxable list were exempt (31, pp; 10-12). However, .
‘property taxes were not 4 large part of colonial revenue structures. Poll taxes, .

- customs and excises, and primitive forms of income taxation generally were

* more important. Through time, other items have been added to the taxable list

in the United States, as governments have sought to raise more revenye or to

. © » tax most property similarly. * -

. This evolutionary development resulted in the general property tax a it

’ .

'Dr Stam is leader of the State and Local Government Program Area, Economic .
Development Division, Economic Rescatch Service. Ms Sibold, formerly an economst
v 1n_the State and Local Government Program Are¢a, is presently Program Analyst, Conserva-
tion and Education,Staff, Office of M‘}xagcmcnt and Finance, USDA. -

*The principle of horizontfl equity states that equals should be treated equally, In U.S,
law, this principle is reflected in the legal rule of.equality under the law. In tax theory, 1t 1s
reflected in the ability-to-pay criterion, which states, first, that individuals ought to be
taxed according to their ability to pay, and second, that individuals having similar §co-

5 Tomic circumstaptes should be taxed equaily, In_this, report, honzontal equity 18 first *
measured iff termg of taxes as a pergentage of income. But income 15 not the only critcrion
. of ability to pay The property tax is a tyhe of wealth taxation and another measure of

., * horizontal cquity between sectors is tax paymentsas a ratio ar percentage of wealth. (This

assfimes ghat wealth is correlated with holdings of taxable property.} This 1s the second

horizontal equity concept addressed in this report.

’

4‘ ) *Italicized numbers in parenthescs refer to items in Ilt‘craturc eited, p. 61. .
- v ~
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existed beginning shortly before the Civil War (26, pp. 2§-47). The principle
of taxing_a'ccbrging to marketvalue had®become established and the base of ™"
the tax had been broadened. The irrtent was the taxation of all property, ’
" . movable and immovable, tangible and intangible, real and personal at one
uniform rate. This approach resulted from the presumed equity of the tax,
f distrust of the earlier legislative exeniption policy, and aversion to possible
p;cfcrcntial treatment of some forms of propcrt).'. .
The feeling in inid-19th century America was that property ownership was
an adeguate indicator of taxpaying capacity and that the burden of taxation
could beistributed equitably on the basis of property values regardless of
form or use. Thus, this assumption of homogeneity was at the center of general
property tax, theory. This was reasonably valid in a largely agricultural
- economy withoat great variations 1n the distribution of wealth and income.
The genéral property thx was therefore a reactioh to the selective property tax
system which preceded it and but one stage in property tax evolution.

The subsequent development of a more specialized economy put pressure
on the general property tax homogeneity assumption. Property holdings
became more compfcx over time as did the actual property tax code. !;conomic
reality came to differ from the older basic assumptions about the property tax
and this led once again to challenges to the system, The property tax became

_the most widely attacked part of our tax structure. This criticism has been
expresstd for at least a half century (30, p. 99).

- + .
|

Despite the mounting criticism, the property tax still has a number of
advantages. Among those advantages. (1) it has a relatively stable yield; (2) itis
thhlargest source of locally generdted tax revenue and 1t cannot be easily
replaced by other forms of taxation; (3) it permits a great degree of local
administrative discretion and local control, (4) it provides for appropriate tax-.

.ing of private property that is enhanced by local public services; (5) it falls
more heavily on the wealthy (with'large property holdings) as it perhaps should;

. and (6) it encourages owners of marginal or nonproductive properties to [

develap or sell them engendering a higher social use for the property.*
In the modern setting, however, the list of alleged problems with the
property tax remains quite long. Among the alleged disadvantages frequengly
- noted are. (1) regresswity (absorbing a greater proportion of the income of
low-income than high-income families), (2) a relatively inflexible yigld, (3) an »
mcreasing list of exemptions which may increase in\cquitics, (4) administrative
. difficulties, (5) encouragement of urban blight because of its tendency to
discourage improvements, and (6) possible creation of tax competition
_begween adjacent taxing districts because of potential impact on residential and
business location decisions. ' '
v A view of property taxation from a historical perspective shows that it
- grew out of & basically agrarian setting and, despite etforts over time, it is not

ey T

.’ ¢ 4 . v i . .
4 ltch\ (6) 1s truc only 1f ladd 1s assessed at its highest and best use. If land is assessed at g
2 current yse that represents less than highest and best usc, an increase in the property tax
4 simply yiclds a capital loss o the owner. ' \
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v yetadjusted to an csscntxally urban sqciéty. The early property tax }as mofe .

equitable than is presently th'e cade because most wealth was held 1n the forn
of property, land was fixed in location, and servites demand were &y, Toddy, -
. only a small share of national wealth is rgpresented by real estate. Many 4
( -Americans own no real propcn‘y, but have relatively large sums invested 1h
. 4 intangibles. Suclf wealth is highly mobile, making it difficult for loca] goverf-
* ments to tax. Also, local service demands have grown, thus increas{ng the
:\.‘ pressure omr the property tax base. * .
' ; The relationship of the property tax to American agriculture thgough the”
years has been the tokic of numerous economic studies. Most of thct studies
have focysed on specific probléms in a relatively short time frame. I{ 1s mt@rgst-
ing to view th¢ property tax and agriculture in the United States in 3 broadfr
historical context, for examplc, since colonial times. Unfortunately,fthe dafa
,  arelimited largely to the 20th century. This i isnotas rcstrﬁnve as idmay s¢em
at first glance, however, since, it hgs been dunng the last three-quart¢
century that the developments concerning the property tax have acg
As short as this period is, it has seen the U.S. economy and its tax system
evolve from domination by rural institutions to domination by citicgeby
wealth held in mtanglble forms, and by a population la@y remot¢ from jand.

-

REASONS FOR STUDY

-~
»

detul, some bncf comments on a fcw of the factors follow.

Relative Décline of the’ Agricultux’al Sectok

The role of the agricultural sector in the'U.S. econopy h%s changed
drastically in this century. Thc gross hational product (GNP) m rrent dollars

$This is a question of honzontal cquity between the sectors. Horizohtal cquity 1s one
" of the most widely accepted criteria for the distribution of taxcsjamong ndividuals under
the abiliej- -to-pay principle Itstates that indeviduals in similar sifuation should be treated
~  similarly, or more prccnsely pcople with, equal mcomcs"or weglth sho Id be treated
-
. equally. ’ C

'Elk\l‘c . < ) 7 ' U '. /l
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" jncreased 62 times between 1902 and 1975. The relative sharé of the GNP ~

accounted for by the farm sgctcr declined from, 9.3 pereent to 3.3 percent ’ .
between 1929 and 1975, despite 2 4.2-fold growth in gross farm produkr | 5
during the same period (55, 69). Thys, one important questiqgis \;vhethg.

other things being ‘equal, the property tay load-of the agricultural sector has

. declined proportionately with its Yeclining share of national income and wealth

-

i . .
Deklining Role of the Property Tax - -

. There have been great changes in the role the property tax playsin the
U.S. tax system. Property taxes accounted for only 15.5percent of all govern-
méntal (Federal, State, and local) tax revenues in 1974/75, compared with  .*

{. :51.4 percent 1n 1902 (55, 58). The big change occurred at the State level where *

. property taxes account for only 1.8 percent of all tax revenues toaay'

(}9711/75), compared with 52.6 percent in 1902. At the local level, p'rgpcrty

takes declined frop 73.1 percent to 34.2 percent of total general revenues

(local general revenues,and intergovernmental transfers) between 1902 and

'1974175. Df:spit;: this transition, property taxes still accounted for 81.6

percent of local governmental tax revenue in 1974/75, compared with 88.6 .

percent in 1902. These changes reflelt movements to income taxes at the -

Federal level; to sales, extise, and income taxes at the State level, and to more

intergovernmental transfers to local units.® - . .t
The 1mportant'qucstion,is how the agricultural sector fared under these

changes 1n a comparative sense, especially in view of 1ts relatively high-capital

and low-income characteristics and the switch to more income and sales types

of taxation throughout the country. If the property tax is truly regressive, less ;

reliance on 1t‘sboﬁld‘ di_gproportionatelybcncfit the agrjcultural sector ).

Growth of Local Nonproperty Taxes , ‘e .

‘Thcre ha’s been an increase in local nonp;'opcrty taxes through the years, *
especially 1nThc urban arcas (14). Local sales taxesbegan in New York City in

the 1930's and by 1973 were authorized in 25 States and the District df .
Colufbia (3, pp. 252-253). Local income taxes began in Philadelphia in the )
1930"s and were foupd in 10 States and the District of Columbia by 197 373",

pp. 291-294). Both Jocal sales and income taxes tend to be foundin'the largdy,

more densely populated local jirisdictjons and are not common in the more ‘e

rural areas. The net effect htas been relatively less 1ocal reliance onthe properzy
tax inmany of the more urban areas, which opt instead for lpcal nonproperty

-~ ~ ! {, - l B . -
$This.discusstof focuges on the brdad historical sweep of this ccntury However. Aaron

notes that statistical md:gstors conflict on whether the property tax lias becometmore or

less important since 1950 €2, pp. 8:9)..He observes that property taxes since that time rQse
slightly both as a percentage of GNP and as a percentage of all taxes. This occurred,

because even though property taxes declined since 1950 as a percentage of State and local

rax ‘Tevenucs, overall State and loca} taxes (and expendjgurcs) grew more fapidly than " .
Federal tax revenucs or the GNP, Much of the lgcal incrcasl&was caused by the growthof < -«

elementary and secondary education nceds which age funded in large part locally, via the -
. property tax. ‘ . ° . Q%
* A ) - . ) 4
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taxes and often higher Jgyels of govemncntzl'scrvices/l‘hns trend to loeal nons

propcrty taxes thus, in balance, may have caused the agricultura] sector to bear .

an even larger share of the total property tax-burden through t1mc

v
’

Increased Exemption of Personal Propcrty ) i

-

There has been a trend toward cxcmytmg pcrsonalty from taxation, This is
part ofithe longrun property tax cycle that has been dbserved by a numbgr of
e¢onomists (31, p. 16). It has been observed that as economies develop, ta)‘a- )
tmn moves from a specxflc to an ad valorem rate, and from taxation of land to
“taxation of most property.” Then, because propesty becomes inore heteros
geneous and ownership is distributed less equally, other taxes are substituted

~ and the property tax reverts essentially to a levy on realty, The United States 1s
now in the sccond phasc of this cycle, and the exemption of personalty from .
taxation should have bencfltcd the agncultural sector more than the non-
agricultural sector. This is because items such' as livestock, farnd machinery, ,

-and motor vehicles were considered as personal property.under many of the

old property taxes laws, Such farm items are no longer considered as persopal, _
v

property m a majonty of Statcs (48).

’ -
P

Ihcreased Relicf to Homeowners

Maeasures have been enacted in recent years to provide property tax relief
+ for homgowners, and aged and low-income families. This is based on the belief
that the | property tax is regressive. Homestead cxcmptlons were adopted in a
number of States bcgmmng in the 1930’s. This method granted relief to all~
owners, however, not just those with low incomes. And, it completely ignored
rcntcrs ‘The State generally provides the relief by excluding a portion of the
assessed value of a single-family home before applying the tax rate. Accordmg
to Aaron -some 34 States had this type of relief in’early 1974 (2, p. 72).
Howcvcr this approach has been losmg ground to the circuft-breaker
method piomeered by Wisconsin in 1964. This is an attempt to overcome the
problcms of the earlier plans by granting relief when the property tax bill (or
tax equivalent for renters) exceeds a Fertain pcrccntagc of household income.
-Some States grant ‘circuit-breaker tax relief ¢qual to & given percentage of
e propcrty tax bill, depending upon the household income level. Relief may,
come as a direct reduction in the.property tax bill, a rcfundablc crcdxt against
State i income taxes, or a cash refund.
By the end of 1974, some 24 States and the Distrket of Columbia had
- adépted some form of circuit-breaker law (5). Under a farm circuit-breaker law
adoptcd by Michigan:in 1974, farmers receive a refundable tax credit for
propcrty taxes in excess of 7 percent of houséhold mco‘mc - >

Sy .

’Sgec:ﬁc refers to a fixed, flat ra&:x nmposcd without regard to valuc on a (Ertain
ty})c of item. ad wlorem refers to a that varies with the value of the faxed item.

* Typically, States restrict relicf for farmers to taxes on the dwelling and { acre of
ﬂnrroundmg land However, Wisconsin mcludcs farms and other homesteads Yp-to 80 acres:

of land (5, p."17). ! ’ .
s . < -
’ 4 . { . 5
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. Thc'ho stcad-cxcmptlon and circuit-breaker situation prcscnts a mlxc&

picture for the agncultural sector. Because t)ns secter 1s morcfcapltal-m;cnslgg

it would seem tha' this type of relief is relatively less {gmﬁcant t0, i§ than to- N

the rcsndcnnal property ownér who receives much of thc benefits of this 1yfic . .

of program in the nonagricultura} sector. The reasof rs ‘that hoxpcsu:ads' S

comprise only a_fraction of the total value of fargpland*and thro\)gh time- '

continued farm consohdanons have resulted in feweg b\\ﬂ ngs inthe agricul ", .

tural secfor. However, in tcrms of current income, t‘hc he CSt,ca and grcm&{ 4

breaker provxsnon may be quite important to farmets, -,

hy v

- o,.
. . . P
hd A

Another important developmcnt in the evolution of the U.S property tax -~ '-}‘
has been thc passage, beginning with Maryland in 1956, of variolis types of
rdifferentialassessment laws. Such laws calling for the assessmeny of farmland .

on the basss of 1ts value 1n agncultural uses rather than other potentxal,uScs had
4 been adopted in 31 States'by 1974 (23). “These commonly have been passed for
one or two major reagons. (1) a belief Yhat the normal propertyytax d)s?nmn

ates against farmers and (2) a desire to,influence land use and encourage « .
preservation Q of land for farming or Qther patterns of opgn space.

i anfcrcnnal «assessment Wi vary among "States, making 1t mcrcasm%
dxffncult to classify them into a few broad types., The impact of different
assessment laws and practices varies greatly by State and {ocality. The differen
tial assessment approach may y somM&times be controversial, The.impact should A
bea favorable one for the agricultural segtor, but higher property taxegmay be
. . farced on the nonagricultural séctor 9 raise the same amount of total revenues
~ as previously. o .

‘ -
‘lnc‘rpaQed Use of Differential Assessment 4

’ 3 L

- . ~

i

o ’
Changes i in Education Finance . A

There have been a number of recent devclopments in the field of educa”.”
_tional finance affecung the property tax. Local schools accounted fog 42.6 ,
pcrccnt of all direct general cxpcndlturcs by local govérnmentsin 1974/75;
compared with 27.1 percent in 1902 (55, 58). In 1972/73, 92.4 pcrcent of /

_ lpcally raised, school revenues still came via the property tax and, in rgccn
years, over half of all local property taxes have gonc to support logal school
pp. 18-19, 70). Bccause of this important linkage bctwecn the property tax and
education, many ¢hanges in the field of school finance gre}.dy affect this tax. N

Recently, many States have tried to feduce the dependence of local i

schools on the property tax, This trend was undoubtedly cncouragcd by court - .
' cases, such as thc\/\ugust 1971 Serrano vs. Priest decision under which the < -
California Supreme Court ruled that the financing of the educationy) systdm
. through the local property tax violated the individual’s right to cqual protec-
tion'under the law. Evenythough the U.S. Supreme CO}(largcly ncgatcd this
decision In March 1973-m the‘Rodnguez s San Antomo Independent School. - o

N ~
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Bistrict casé, an atmosphcrc fayorable to increased rchance on nonpropcrty *
. taxesifor school financing remains. : . ‘
* ' . Anumber 6f States thus have movcd to whaf:s called the “cdist cquahzed"
apprqach for financing local schodls. This is 1mportant because, when the “cost  *
cqualized™ approach is combined with overall higher Statéwide per pupil levels
of cducagonal spcndmg,-thc wcalthxcr dincts-thh higher assessedvaluations
‘of property arg now required to pay propomonatcly more to support local -
schools. The poorer districts pay comparanvcly less, with the difference
.— provided by State-aid from nonproperty tax sources. This is an important aid
. y O the agricultural sector since most poorer school dxstncts are located 1n rural
areas anda‘havc been historically heavdy supported by locai property taxes.

-
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1 LI
R ".’I‘HEORETl'CAL DEVELOPMENTS - ~ . '
. - e »
. In rcccnt years, 4 number of ecoffomists have changed their way of vncwfﬁg
- A property tax incidence. In short, thé traditional view has been that landowncrs
bear the tax on land, but that the tax on buildings, improvements, and
s

businesses is borne in large part by consumers in proportion to théir COnsump

tiorr patterns, The property tax, thus, was an excise tax.and was thought to be

regressive bccausc increases in income do' not lead to propomonatc incteases in
R consumpnon ® The new view isthat the propcrty tax leads to a lower overall,

o rate 01f return on investment with the tax anmately being bornc by the ownqers *
‘ of capital (2). This leads to the.conclusion that the tax may even b progrcsswe .
) \ bccausc the ownership of capital’is concentrated-in the higher income brackets. . .

© Thei 1mportanc’e for the agricultural scctor is that the degree of horizon'tal prOp
erty tax equity it receives (vis-a;vis fhe nopagricultural sector) depends in part *
on the theoretical view held. This will be 1llustratcddn\d‘ctall below.

AR o THF:PROPERTYTAX*DATA-‘ .

Three kcy property tax scnqs provide the corc;z:ta for much of the analysns. .
. Thcsc are the total property tax series of the Govcxnments Division of the
Bureau of the Census, and the USDA series on the farm real estate and farm -
: * persdnal prdperty taxes. g o e ‘ t\
) The Census series reports taxes stcmmmg fiom the' owncrshxp of property
and measured by its value. ThIs includes.general property taxes r]c’gnng 10 o
property as a' wholg, real and personal, tangible or intangibleX whe thff taxed at ;
a single rate or at classified rate$, and taxes on selected types of property, such )
as motor vehicles or certain mtangxblcs (55, 58) This scncs reporthcs
. . . actually collected. ., ‘. ‘ -
! The Governments Qxyxslon ] 'hlstoncal aata scncs dntc b&ck to 1902 &l;t ..
. prior to 1944 the Division prepared data onbfor selected years. The eaMy .

G'_ . \
—— e N ’ ’ I - ; * -~ .
. * It is ap excise tax on the non-land po:tnon only. The incidence on #and-site value con- P
PR N sxdered scparately may even be progressnvc 2. pp. 19-20)., |
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ycars are bcnchmarks which were spccmlly compllcd from various historical |

* sources. No sinilar compilation has been made for the unpublished years. For
-,1962 and earlier years, Yhe amounts for the variods governmental units were

grou pcd in terms of fiscal years cndmg within the particular calendar year..

. Beginning in 1962/63, the data for Stdte and local governments were grouped

n terms-of fiscal years\ Wwhich’ closed within the prcccding 12 months ending -’
June 30,'° - R S . .

The USDA tax seties op arm “real. cstatc}dudcs all ad ‘alorem taxes
lcv:cd on farmland.and imp ements that-are imposed by State and:local
govcrnmcnts Special, essments, prcswnably based on bénefits rfccxvcd and
~ not-on value xtself xcluded. Taxes lewied rather than taxes paid are sown,
_ parfly because ofdlffcrcnccs between the tax year and the calertdar yéar. In
general, tax levies are due in two or more instaliments. Usually, the first of
these is due in the fall of 3 ngcn eaf and the rcst\r\ the following year. If’pay-
mcnts were used,’an arbitrary alldcation of the paymcnts betweeri the 2 years

- woqld be required. oz ' PN

. Also, because of possible tix delinquency, Paymcnts ?o?gny given year :
mray not'indicate the faxes that should haye been paid in that yedr: Real estate
taxes, however, are a lien against the propehy In most States, they must be

. piid by a certain date or the property becomes subject to a tax sale. Because of
thxs in the long ran, taxes levied and. taxes pald are abqut equal. In mcasunng
rclatnvc changes from year to year, levies are deemed to be more teliable than

-

.

s A
£
,
.
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payments. * .~ . .
Tax data are usually obtained from coun;y or town officials, by means of
mailed questionnarres. & qucsnonnauc is sent to the tax official in each gounty
. (or town) oreach State, except for a few predominately wrban counties. The
officia} is asked to select 5 to 20 farms (depending on the State) that are repre-
sentative Pvarious sizes and types of farms found in the county or town.

: For each qf tifese farms, he is asked to reébrd~thc acreage and the total amount
of real estate taxes levied for the current year and preceding year. Tax data are
.collected annually for more than 37,000 farms. These data‘,grc cxpgndcd into
national estimates of the farm real estate tax for that year us‘ﬁg a link-relative
+ technique. Evcry 10 years, the data are benchmarked on the Survey ongncul-
tural Fmance conducted by the Burca\kof the Ccnsus The farm real estate tax
data series extends back to 1890. . .o '

. The USDA farm personal property tax series shows total ad valorem t‘axcs
Icvacd by State and local governments on the taxible personal property o‘
“farmers. The taxes'included are those l¢vied 6n farm machinery, livestock, and
-household furnishings. Motor vehicles on farms are also included when taxed
under property thx laws. Botﬁﬁncral and special taxes are included if fevied
annually on the Pms of vnluc, but special assessments are omitted. Taxes
lcvnqa are used bcciﬂsc datd on taxes paid are not readily available. - |

v w

W, A

- ! °Btgmmrfg with %62/63 the Governménts Division''s property tax data are thus on a
fiscal year basns%vcn though they aresimply labcled 1963, etc., in the relevant tablcs of

this report, ~
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*Taxes on pcrsonal property owncd by farmers have been csnmatcd for each
. year beginning with 1924, :

All States publsh repogts that show the aggregage assessed valuc o£ taxable
personal property. The general procedure used in estimating the total personal
property taxes leviedin each State in gach year has been to obtain, from these
reports, the assessed values of personal property and then to multiply these

P figures by apphcablc tax rates. Some State reports show sepatately the assessed
values of several classes of farm personal properdy. It is assufiied that some of .
them, such as livestock and farm machinery, are owned entirely by farmers.

- Values of others, sgéh as automobiles, household goods, and pcrsonal effects
are allocatgd to farmers in several ways.!! At 1Q-year intervals, annual

#  estimates are adjustcd to Ccnsus data. Stralght-hnc mtcrpolanon between the
" Census base years is used to adjust the annual estimates.
]« - AsnBd above, the Governmients Division’s propgfty tax data series is on
* - the basis of taxes collected (calcndar year basis until 1962, 4nd fnscal year basis
- beginning with 1962/63). Howcvcr the USDA farrg real estate and firm
personal property tax series are on a calcndar year basis for taxes levied in that-
particular year! Because of this; ' Whenever the two series are compared in this
_teport, the farm tax data are laggcd 1 year from the way they usually appear-in
"USDA publications. This allowstinte for the farm taxes to be actually collected
and makes the data compaxablc to the Ccnsus series.! 2 ’
* < Both the farfi real estate and farm pcrsonal property tax series have

. " recently been updated and revised (48, 50). This makes it an especially oppor-

tune'time to examine the fam property tax in a historical pergpcctlve

. . . - .
. ANALYSIS .
. & he -‘ - -
. - The analysis centers’around three major thrusts. First, property-tax-

incidence theory is reviewed for background purposts. Second, some property
tax comparisons are drawn between the agricultural and. nonagncultural
sectors. Third, some internal agncultural sector changcsoarc analyzed as they

. have bearing on ;’nc property tix’ - .
s " R . o, ‘ﬁ - ) R .
—_— . ’ s

11 Detailed information on how both the farm real estate and farm ptrsonal property
& tax scries are estimaged may "be obtained from (65). °
! * Compared with thé Governments Division's property tax senes, the USDA farm tax
series are lagged 1 yéar prior to 1962 and 6-months thereafter. This 1s because of the
. Governments Division’s switch to a fiscal year basis 1n 1962/63. Thus, 1961 USDA taxes '
levied data are compared with 1962 Census taxes-collected data, etc., prior to 1962. After
1962, the 1963 USDA taxes levied data are comp%rcd with the 1963/64 Census taxes-
collectdd data, ete. The shortening of the lag time rfiay reflect actual ¢onditions to 2 large
degree gince the intérval between property tax asscssnf;nt and eollection has shortened
throught the years. It is now only a few months in many States (13). The lag problem
. affecys only comparisons between the ggriculgural and nonagricultural sectors. Thus, 1t
affedts only tables 1, 6, 7, and 8 below and related discussion since much ofothcmnalysns
is internal to thoqgﬂcultural sector. & '
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o PROPERTY TAX RNCIDENCE, RE¥ISITED-4

v o R . peA .
Tax.incidénce th.eory'?s a compleX areaof public finarick Wiihe econom ists ~
traditionally have expressed-Z wide range of views, This r'§s>ul't's,'.both from
differing philosophies and from the difficulty of ésses‘!"';gﬁ\g fittal resting place
of the tax burden empirically—even when no theoretical di,sigrgcmcyfls exist.
Buchanah notes that post-Marshallian positive analysi§ in public ﬁnahf:c was .
restricted almost &ntirely to.thepries of tax- shifting and incitence (9;"p. 383&)5. N
He also notes that Marshall hir%lf recognized that the theory of tax shifting a
. was an excellent instrument for applying the princ"xpg;s of conjpetitive price .
theory’ v ’ P P :
Comparative statics offered an acceptable pre?xctivc framcwort for
analyzing tax alternativgs (9, p. 383). These factors allowed a considerable ‘ .
amount of Economic fiterature to be’generated in,the tax inciderice field . N
through the years. At the same time, voluminous litérature on the property tax ~ ~ "

was emergihg. Lynn notes that the sustained attention on the U.S. propetty tax - "
by fiscal sahélars has generated 4 volume of litcr!atprc’that “ ..appearstobe . -
second in ,qQ:qtify, only to that generated by ‘the confrontafion of the
American scholar with the antigrust laws* (31, p. 7)., N ook
. Tax incidence is important to policymakers and has undergone extensive \ -
andlysis b’ccgu}gc ‘&ﬂ‘ghc need to distinguiéh between the legal and the"economic | o
consequehces of‘a‘tax.. Legal incidence of a tax refers to the individuals or )
firms who are responsible undc‘law for remitting tax dollars to the govern- N
ment. Economic incidence refers w, the individuals who actually have theg . on
income reduced by the tax. Legal and economic incidence differ whenever the o
legally responsible taxpaying unit can shift the tax to someone else by raising ’
product prices, decreasing taxes paid to anothér levelwf government, or any of - L :
~a host of other ways. Taxes may be shifted from the agricultu}kscctor' to
another productive,sector or vice versa. Also, they may be shifted from agricul- .
ture to gwners of resources or to consumers. - ' b

Ry
5

_Economic incidence is the relevant concept for examining policy-related  *
questions. Problems such as analyzing the,tax burden of individuals by ingome
class or occupation and the effect of taxes E‘in_ghc returns to the ag;{icultural -
sector require use of economic incidence because these topics referfo the tax-
paying units that actually have their resources reduced by taxes. Remaining * *
references to tax inciderce should be dnderstood as referring to economic, ._
incidence’ . / ’ . ' 2 . P :

_The §igpificant volume of material on property tax incidence makes any >
summary of past and current thinking in the area difficult, Outside the core ‘ '
materials the preferences and nuances of individual authors are considerable.
Other considerations, such as type of incj(:fcnqc, factors of production being :
considered, long run versus short run, and the“firm versus thé i'ndust;:y ot
nation} view, also play an important role. In'addition, recent ycar§ have seen *
much rethinking by manif economists rcga'rdi_ng the exact nature of property
tax incidence, ~ T

The intent in this section is to secap giobal eplyfax incidence—both - .° 7
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the tradittanal and current views. The focus is on the revenue side, cxpendlturc
1mpacts are not explored. . . .

?

-t

Traditional View, , S
) . The traditional analysis of the property tax burden has been rsootcd 1n the
' theory of supply and demand and primarily treats the tax as an excise tax. To
facilitate analysns, the discussion is divided into three parts lam:lI Buxldmgs and
improvements, and personalty. o
Land. The idea that the property tax burden on ummprovcd land falls on
+the owner whenever thc tdx is unposcd or increased has been accepted by most
efonomists since. Rncardo This view stems from the propositioh.that any tax
levied oh a commodlty in fixed supply will be borne by the owners.
This conccpt has traditionally been shown via diagrams in economic texts
by a.ssummg that the'supply of Jand 4s perfectly 1nc}a§tlc and that the demafid
| curvé 14 the usual one, sloping downward to the right. Any taX that is imposed’
. simply depresses the price of land by the entire amount of the tax. The only
instance under whjch property taxes might be shifted to users would be under
highly concentrated owm:rshnp, whcrc prices had been*'bclow the profxt maxi
‘ mizing level, and if the owners 'uscd@n increase in taxes as an excuse to raise
prices. In reality, howéyer, land owhcrshxp is* w1dcly diffused $0 that the
competitive model typically holds. = , . - '
Essentially, such a property tax is sxmply a'tax dn site valuc—a cdncept
that has received much attention in the literature since the wrmngs of Henry
Ggorgem the late 1800's. Insofar’as the tax falls on land, it will cause a one- ) N
. 7. rinfededline in the price of land and a.capital Toss to the owner at the time the
tax is {mposcd or inéreased. THis occurs because (1) the quantity-of land is
) f'nxcd (2) potential renters need to bid no more for the land than before the
S "ax was imposed, sincgthe ownér must rent the land to someone (even
. himself),*3 and (3) htial buyers will be willing to pay less since they wilt
‘ _ now be liable for the tax and their potential income will be notarger. - -
i ! Oncc increased, the property tax rate has no further effect until it 1s again
changcd New buyers pay the land tax in a nominal sgnse inthat shey write a
‘. . check for the annual bill. But, they do not Bear the burden in any actual sense
because the tax chused the puréhase price of the land to decrease by an amount .
adequate to compensate for the expected tax paynrents. Thys, there is wide-
spread agreement that the owner at the'time the tax is first 1mposcd ulumately
pays the property tax on site value.
» An ad valarem property tax.on’the full value of lamd viewed as an objcct is
proportlonal However, when viewed from, the more important perspective of |
- who owns the land, the mature of the “‘gressivity" depends on the dxsmbunon»

N
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'3 potential renters will bid no more for the 1M than before the (X was impdsed .

. becuse their bids are based on the inconic they can receive from the land, and such . \

mcomc remains the same. Bccausc the supply 15 fixed. shifts in the demand curve deter

- _ mine any changc in rent. .
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of land ownership by mwmc class. Aaron views the tax on site \aluc s being
progressive (2,1pp 19-20). This may be true for the economy as amhole, but
there is some ;ioubt whether this 1s the case for the agmultuml sector ' ’
Buddmgs and lmprovcmcnts Land by self typucally represents only 2
pomon of the value of any property. Housing and other bulldmgs of varivus,s -
quality may be constructed on the tand. Even strictly ‘agricultutal land may
include major improvcrﬁcnts\in the form of such items as drainage, rigation,
fertilizer, fencing, clcarmg, grading, and terracing. C
. The traditional view 1s that the supply df buildings an'd 1mprovcmcnts is )

not fixed, having the,typical slope of the supply curve (upward to the right) .
v ° Anyamount of capnal for improveinents 1s available in the long-run at a cost
§ detcrmlned by the comparative producnvny of capital in other uses. It is true |

that the supply of bunldmgs and improvements 1s somewhat rigid in the short
- run, but in the longer run owncrs of real property must pay property taxes on

structures and 1mprovcmcnts through highcr sales prices (and imputed rents in : .
. the case oﬁowncr—qccupants) In the long run, an increase in property taxb ’ -
8 + will shrink the stock of buildings and 1mprovcmcnts\forc1ng up [hcﬂ‘ rental
prices. - -~ .- N . e

The ad_]ustmcnt process in the bcgmnmg parallels that of a tax orfland in
‘that an.increase m taxes will initially impact owners, reducifg their net income.
Thqlongrun result of the impaosition of such a tax i that the stock of buildings
andampgovenients bccomc less valuable than would have been the case in the
absence of the tax, The stock is reduced 1n supply and users will pay hxghcr
- sents for the rcstr{cgcd -costs qf the capital cmbodxed in them, plus property
taxes. ', . T
- According to the traditional vicw, the property tax on structures is fiot
capnahzcd because they must be renewed occasionally."The price of bu;ldmgs
and 1mprovcmcnts(exclbswc of taXxes) is determined, rather, by construénon ‘e o
: and'maintenance costs. .The tax 15 ssimply a part of the gross cost for the users .
.- . ofghe buildings ard improvements. . s d .
' . The traditonal approach suggests that Ron-land g,ropurty taxes arc borne *
by consufners in proportion to their purchases of tife goods and servicts
» ppoduced by tbe taqu busldings and improvements. Property taxes on residen-
tial structures are bomRe i in proporuion to housn’r:g expenditures, actual or ' _ ‘
.. 1mputed Spccxfncally, homcowncrs bear ‘the propert’y xax du'cctly in their .
' . capacnty as occupants and ark unabje to shift it. Owners of rental housing shxft .
the tax m,largc part to tehants, who bear the tax in prOpomon 0 rcnts paid. A
portion of the pncc of all goods produc’cd (even in part) using non<rc51dcntlal

. (business) pfoperty would consist of the' préperty taxes on buﬂdlngs and . | ¢
a_rovqments directly or indnrcctly utilized in, the production of thése goods

’, Owhers of such busmeSs propcrty thus pass on to final cong;umcrs a sizable por- ‘
S L P '_ .
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- '* The anajysis presented in connccndn with xablc 2 below will provxdc furthcr
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#* o 7 on of fion- residential, propcrt)/taxcs !5 Théremainder js a urden on caprtal

4 income. . ¢ e o .

SR A In short, the burde of propert} taxes can be a110catcd n non-residential
structures according to both family consumption and capltal income and the | -
" burden of residenti ropcrt) taxesfon the b,asrs of housing prcndrrurcs The ‘

‘, ratio of consumptiOh to income-decreases as sncome mcteascs and, because of
this, so does the ratio of property tax burdens' to income. Thus according to
the traditional approach, the property tax is regressive. , €.

. Personalty. Farm-pcrsonal property taxestare levied on four major cate-
gories of property—livestock, farm machinery, motor véhicles, and household *
goods'(48) The first three of these Gagegories are largely” producer durablés and,

e other capital. The property tax burdeh on thcse three catcgor;cs of propgny )
" rests in large part wigh capntal income (i.e., the owners)*and to a-lesser extent
T on the consumer. The reasoning parallels ‘that of general businkss- -property’ el
taxation 1ncrdencc but the exact allocation var;cs according to the siguation. .
. - Newer believes that much of the personal property tax is passed on to, "
o final consumcrs but it is ‘doubtful if this holds in the' agﬂcu).tu:al scétor g e
. because of the many smali firms selhng products in g compe titive n‘auonal Lo
', markct'i;(ady thus allacated the burden of the }arm personal property tax’ tp ..
landowncrs Towner- -aperators and landlords) (2‘2) Q\ktzcr docs\nentron thc' Lt
po;sxbrhty of forward shifting t conshimets whcn a few farm Statcs mth "
 simildr personal property tax pfovisions producc mqstof the ou‘tput of a pamc- M
* " ular farm c8Mmmodity, But, only wheat is used in the illyséatori (40 p‘]’;57)>-

2

Taxes-on houschold goods {consumer durabies) are. thought. by most ' 3
" economists to rest oh thc owners rather than being shiftedl badcward ©_,. @}
. ‘producers of thesd goods (22, p. -570 40.p,39). Since taxpayers ‘30 notSell; < =
household goods as'a business thcy.have little op,pomg:,rty o E’ﬁu; or);varda ) O
'+ tax on sitch’'goods. This applies in the.farm sector, "AlSo, a portfontof the*farm. l.
. " metor-vehicle expenses are for consumption a _5Lmust bc arded asa housc-
e ) hold pagment for consumer durables.,The final ,rcspng. plac pf‘ the pcrsqnal "' Nl
* property tax on household vehicles is thus thought tobe largely'on the owners ot
. . (49, pp 39, 156) Moreover, the demand for automobxlcs 15 thought wo'be qu.rtc '
ielastiyso the personal pfoperty tax on them docsfnors\xgnﬁ' camly reducd
purqhascs or producc mugh backward slufnng to sdpphers (40 P ‘!'56)
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Since aboyt'1960, there has bccn a change in thc approach u;cd by nga‘w .
economists to analyze tax hcidence (45 p. 26). A more, consrstcnt fr,émcwork _'
for tax incidence analysis hasbech, developed, cven though differences of ¢ -
opinion among economists about incidence still exist. Thls new approach |
follows the work of such econotnists as Harbcrgcr, Mlcszf(owskz., afd Musgravc o

i .
A . ' - . ’ . -, [ ' -0 /.
. I » . ’. L4
-r 4 'VSHalf, ac;o;)kfr‘gto thc Musgravcs (39. p. 367) anddifferer fragrronsdgpcndmg -
the type of property, according to Netzer (40, 41), Rhe ability t pass the tax on to . .
suriers depends in part upon tht ryarkct power of thg fapious mdusmcs or sccwrs /ﬂ ..
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(24, 33, 34,35, 37). There were a few prcdccess;o'rs even to this more recent
. work?® as noted by Mieszkowski in his 1972 paper (35). Hachrger;s chissic
analysis dealt with the corporate income-tax incidende, but elements of the
approach have relevance to the property tax 24). ) *
In short, the recent revisionist view pf propc.rt»y" tax incidence holds that |
the initially lower return rate on improvegents to praptrty does not offset the
total level of investment but&imply steers investment into sectors of thé
.economy that are less heavily taxed. This leads to an overall lower rate of
return on alt ihvestmcng and, according to Ehis‘a‘pproach, the property tax is
. yltimately borne by the owners af éaéitaf (2). Even the Richardian view that
landowners bear the tax on site valye has bcf" challenged by some economists
who argué that investors have no place to flee when a tax is simultancously
imposed on land and reproducible capital. Thus, the resultantsate of return is
reduced on all Sapital, incfuding land (45, p. 36). e
The beginning point in this theoretical analysisyis a uniform tax on the
value of all land and capital goods. Suglf a tax cannot be shifted but must be |
borne m!if;ull by owners.of capital go%::ls since it cannot pe avoided by shifting ,

.
-

assets to untaxgg sectors or by raising prices. Such a tax reduces the yield on
- capital té each.owner, but does not alter the profit-maximizing price or output.
The burden of this tax would be distributed in proportion to the ownership of
assets. . . . " )
. . In thé real-world, the property tax is,not a uniform tax on land and

" capital. Some categories are entirely exempt and rates vary. While the initial -
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~ impact of variations in tax rates may follow the traditionakanalysis, the final Vel )

result s different dccording to the new approach. The supply of land under any
one particular use is not viewed as fixed, according to the new approach. The
. imposition of a'new or higher tax on'land and capital in any one jurisdiction
. . will cause investors to shift_se€urces in the longer run to lower tax areas,
| réducing the average return on capital throughout the economy. The eRact
distribution of this burden depends upon a number of co \sid ationssuch as -
. ease of factor substitutability, factor mobility, size of ‘market area, and shifts
in demand When iclativefgommodity prices change (2, pp. 4243). ,
Because the property tax burden underahe new view is distributed: in pro-
. portion to asset ownershiig, it i imponarz{:l,}ok at the'distribution of the
ownership of wealth. Evidence suggests that capital ownership s concentrated
* " in-thé higher income brackets (%fgp. 32-33). Thus, under the new view of
preperty tax incidence, any redulfion in the rate of return td capital assets asa
result of the property tax causés a progressive distriution of the fax burden.
- . SorRe-taxpdyeFswith low current income possess significant property
SN holdings, however. Fhe result is that, even when the property tax is vieweg as
being borne solel )‘l\éapiml, the resultant tax burden by income class follows:
- a U-shaped distribution (2, pp. 45-57; 4, p. 33). Thus, the 6verall progressivity
.« is'tempered sonfewhat in thilower to Tower-middle jficome brackets. ¢
The curren \vjcw'hjas made,a substantial impact on publjé finance
'cconomi_sts. FOrqcxample, most such economists pbw view the property tax as
. '
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somewhat lgss rcgrcsswe than formcrly thouglit 'Some have come to view it as
, patently progressive (15). , .- . .
‘The discussion continues, however, md the, new view has its critics. The .
. "« debate centers around a number of issues including the begmmng point of the
, analysns under the new view (the unr;ahstxc assumption of a uniform national’
propcrty tax), permanent versus annual income for andlyzing regressivity, the
‘nature qf factor supplies, the rdle of government, the initial tax structure, and
the marktt power of thc industry and firms involved.! ¢ One way of resolving,
the ana.lytlcal problcms thatarise from the differing views is to denive results
,  under a range of assumptions. This, for example, is what Pechman and Okner
' did with their national tax model where eight assumption variants were
cmploycd (45). The only problem with, this approach is that analysis using
multiple assumptions can potc‘ﬁﬂ%comc as confusing or misleading as.
o, lManalysns e
d Onc unportant consideration for the agricultural sector is the amount of
property tax shxftmg,to consumers. This shift has been mentioned in a general
conteext above, but it has more important specific implications for agriculture.
1f market power enables firms o}an industry to pass the property tax to
..consumers, onc has a situation more analogous to the traditional excise tax
\ perspective of property tax incidence and the tax will be regarded as regressive.
But, if the tax cannot be passcé forward and must be absorbed by owners-of
capital, the situation is like the evised incidence view witha more progressive
. . impact by income class, and other conclusnons hecessarily follow (45,. '
. pp. 35-36). ’
’ One finds a variety of cxplananons for propcrty tax shifts betwccn the ,
" agricultural and the nonagncultural sectors 1n the literature. For example, the
. + Advisory Commission on lntcrgovcrnmcntaL\Rclatlons (ACIR) cites a 1972
! dy hy the New }crscy Tax Policy Cammittee that assumcd that all propcrty
taxes on businesses and farms werc shifted forward to consumers (4, pp. 170-
171). But this appears 0 be an extreme view.
. In reviewing the Proﬁcrty tax, Netzer states. “The cqonventional wlsdom
. surely overstates the degree of forward shifting” (41, p. 527). He notes that, to
the extent that there i Is less forward shifting, more of the burden falls on
. owners of.land and capxtal (41, p. 527).'Such changes in shifting assump’nons N
.will lead to generally more progressive tesults, He belicves that half or less of
< business, nonrcsndcnna% reproducible capital (mcludmg farm) property, taxcs
are shifted\forward (41, p. 534). .
Musgrave notes that it is an issue of market power and that in his view less
than one-third of the proycrt)) tax on nonhousing property is shifted (36,
p. 225). ThegMusgraves note thyy farms and persohakprdperty are unlikely to -

‘
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. " offer much 8ption“for administered pricing and hence for forward shifting of
. property taxes to consumers (39,.p. 418). . L ¢!
’ * . . 4 . .
e .,( ) " v
S . .« g . ‘ —
1¢For a detailed look, see the discussnon}?ollowmg the papers by Aaron (/) ang T
¢ Musgravé (36) 1n the Amer Lcon. Rev.. Vol, 64, No. 2, May 1974, pp. 230-235. * .
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'Oneis led to conclude that thc agriculturaf sector, bccause of its many
small firms operating in a competitive market, possesscs limited opportunity’
for forward shifting to consumers and that thé revised incidence theory may v
have more potential importancé to this sector than to much of the remainder
of the economy, especially in terms of lessencd regressivity. '’

Implications o . .

The importance of property tax incidence analysis for the dnscussnon
below is multifaceted. First, one must be aware that there typically is more.
complexity than first meets the eye in assigning the final resting place for any

. tax burden. Second, the wide range of theoretical opinion on property tax indi-
denge forces one to recognize an array of possible outcomes regarding the final
resting place of the tax. Third, even where theoretical agreementis possible,
the empirical studies of property tax incidence often have becn less than
definitive. Thus, making policy conclustons on the basis of mucb of the data
available—herein and elsewhere—concerning the “apparent™ incidence and
burden of the property tax is commonly difficult and often tenuous,

. Much of the final outcome for the agricultural sector depends upon "its
.~ market power when selhng its products to the nonagricultural sector. Agncul
ture's historical lack of market power increases the potential sigmificance of thc
new theoretical approach for the sector to some degree.

It should be noted that the theory also has implications for farmers as
consumers. As consumers, farmers also lack market power and may be paying
more than thelr fair share of the property tax imposed on sellers of farm inputs’
and consumer'gagds. Thus, the owners of agricultiral capital may beéar the
brunt of the property tax when the seétor is selling its products, but agricultural .
producers ipd consumers may pay a disproportionate share when the sector ,
buys inputs and consumer goods. . L

¢ Thislack of market power—in both the buying and selhhg roles—is not

likely to change significantly for the agricultural sector in the foresccable
future. * . '

“ . . .
L ‘ ‘ .
' The entire subject of property tax shifting by the agnultural scctoris a somewhat
confused ogc. Netzer follows traditional logic in assuming that a property tax on the land -
would beborne by landowners. But he then assutnes that a gencral tax on improvements
and personal property can be expected to be shifted forward to consumers when imposed
* on a competitive industry . . . confronting rclatively inclastic demand like agriculture”
(40, p. 250). This stress on xhe strength of inclastic demand to draw forth the agricultural
property tax~burden is intcresting in view of the futile hope of an carlicr generation ¢
agncultural egonomists that inelasticddemand coupled with population growth w
ultimately "solve™ the “farm problem.” ; ) .
Netzer cites studies on both sides of the shiftingdssuc. e notes that Musgrave and ‘
Daicoff (1958) essentially follow the demand pull reasoning and assume that three-fourths
? of the property tax on agriculture is shifted forward to wonsumers and onc fourth is borne
by tecipients of income, But he foid that Brownlee (1960) assumed that such taxes are
borne entircly by farmers. A Wxsconsm study (1959), he notces, assigned 75% of the farm-
land tax to the owner and 25% to the consumer, and divided the taxes qn farm structure
and personalty evenly between owners and consumers (40, pp. 247-251).
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tural and nonagricultural sectors 1n a historichl context. First, the focus is on

the tax as 4 share of income flows Ths stregses the ability-to-pay principle of

taxation. . .
Second, a look is taken %t i thc tax and ftocks of wealth. Property taxation

is a type of wealth taxation afid a case fof fuch taxation can be made on the

grounds of both benefits received and abilfey to pay. Benefit considerations

- suggest a need for i rem-ty pe property tixes on real assets, while ability-to-

. pay considerations'indigate a need for f personal tax on net worth (39, p.
319).'® The modern property tax 1n the United States 15, neither of these
because of its narrower base. Morcover, fit should be rccogmzcd that in the final’
analysis the entire tax burden gust be porne by individuals. Taxes may be col-

lected from busmcsg firms, b ¢ ultimate burden must be traced to ind1-
vidual houscholds in their roles as owhers of businesses, as employees, or as
- consumers. IS

Income Basis;

Fhe total U.S. property tax billjwas $51.5 billion in 1975, Farm property .

_ taxes totaled $3.1 billion or 6.0 percent of the U.S. total that'same year. Farm  »=
~ “'real estate taxes comprised 85.6 plercent of the 1975 farm total, with farm
AV pcrson{%gropcrt) taxes making up the balance. Farm rea) estate taxes were
. " 87.8 per ent of the farm total in 1927 (table 1).

»  The farm real estate tax an thc total U.S. property tax bills increased
o 23.0and 71.9 times, rcspccm ¥, durm'g the 1902-75 peniod. Farm real estate
taxes as a share of U. S, total fproperty .taxes declined from 15.7 percent in

1902 to 5.2 percent in 1975, - o

’ . Most data serics must befcompared on the basis of a shorter time span due
to data limitations 1n thé carlier years Thus, total farm property taxes declined

Lasa shate of U.S. propcrt) tdxes from 12.7 pereent to 6.0 percerit between
1927 and 1975. (A'short-livdd ncrease occurrcd from 12, 7 percent to f3 L
percent, between 1927 and 1972 before the longcr term decline set in.) Farm
personal property taxes'as a percentage of all U.S. propcn_'ty taxes decreased
from 1.5 pefcent to 0.9 percent during the same period, but peaked at 2.4 pet-
cent in 1952-53 duning the interim. This reflects the relative decline of.personal
property taxation 1n the U.S. property tax structure through time.

A common standard for the appransal of taxes 1s that of cconomic necutrai-
1ty among industries, inputs, and locations Accordm‘g to Netzer. “Net output,
or national income originating, 1s perhaps the most satisfactory readily. avail-
able statistic with which to measure ncutrality” (40, p.*26). National income
(NI)1s an c‘spccnally appropriate basis of tgx ncutrality compdrison by sector

. ) "% In rem taxcs arc imposed on objects or activitics independently of the character-
istics of the transactor or owner. They may be contrastcd with personal tixes which are
- . adjusted to the taxpayer’s personal ability to pay.
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. apser Table 1-Total property taxes, farm property taxes, and natisnafinco: W pd Seates, selected years, 1902-75* 6
T 3 " .
' ® ) oo Fam E Ka) farm Total farm  Total nonfarm”
! Farm real personal roperty Nationa) Total property property
Farm © estate property taxes/ ingome from property taxes/" taxe
Tota) Farmgeal * “personal | Total farm taxes/Total taxes/Total * Total farming/ taxes/* Nationaly National
property '~ cstatty . p@pgty ‘property ° property property ' property Natjorial Nationa) " ihcome, meome, non- .
taxes taxes taxes taxes tixes *~ taxcs "\ taxes , income 1ncome farm:sector Azrm sector
4 s ——
+ T "
ceveeerne et ecoene s Million doars e e neenye jeomsaes S e teaieiatceenenns e - S Percedpeses cesieeee o e CEPSTRPRETRRNE pr-..\..
P I's S . . . - R . . .
706 . 1os fN/A . N/A 15.7¢ \ N/A N/A N/A . 34 N/A . N/Re - z
1332 191.2 s NIA = NA 144 NIA N/A NJ/A 38 N/A " N/A PIEN
3321 509.7 N/A N/A 15.3 N/A N/A ©ON/A 53 N/A NIA ~r
4,730 525.6 < 73.0 5986 . 11 14 ‘ 27 N/A 58 & . N/A 1 N/AW
4487 526.1 62.5 5886 1.7~ 14 31 - 80 106 * 17.4 i !Q.O
4,076 398.4 39.3 4327 co P8 1.0 107 85 « 84 106 -, \ 82
4093 ¢ 392.3 - 42.0 434.3 96 1.0 <106 8.7 ™ 64 7.7.. 6.2
4.440 404.8 471 4549 91 17 102 88 "'n‘ 67 7.8 ; 66
4430 406.8 49.1 4559 92 ) 103 75 56 7.6 / B4 .
4,537 406.7 56.1 4628 9.0 1.2 © 102 88 33 39 ° 33
4,604 400.2 768 - 4770 8.7 17 104 .78 2.5 T34 , 28T
4,802 4189 80.4 4993 8.7 1.7 104 ' 83 27 34 . 2.6 .
4986 464.8 91.5 5563 .93 i8 112 100 . 28 31 28
5,507 (5187 98.5 6172 . 94 518 nz 9.5 28 34 <28
6,126 603.4 a2zt 7331 .99 ),, 21 120 9.6 - 28 3.5 2.7
6,842 656.0 150.1 806 1 9.6 22 1ns . 7.5 -« 32 » s 51 ‘.31
7.349 706.2 166.5 8727+ 96 23 119 7.2 4 31 5.2 30
7,926 742.4 176.9 9193 9.4 22 .. 116 kAU 29 48 T 28
8,652 . 776.7 208.8 985.5 9.0 - 24 114 64 < 30 5.4 2.9
9,375 810.4 2286 1,0390 86 24 ‘ 1.1 54 R 6.4 L29
9.967 846.9 221.4 1,068 3 85 2.2 10.7 5.2 . 33 ., 69f 31 *
10,738 878.4 2160 1.094.4 v .82, 20 102 44 ' 33 7.5 31,
11,749, 931.2 - 2230 11542 7.9 19 %" 98 42 <34 79 32 .
12,864 974.2 2194+ 11936 76 17 93 40 36 8.2 y 34
14,047 1,032.1 228.2 “1,2603 ° 73 1.6 9.0 N 4.6 ERY 7.5 3.7 '
14,983 © 10807 2479 1,32856, 7.2 17 8y 36 38 92 3.6
16,405 13)54.7 274.0 1,4287 70 17 87 3.8 . 40 9.2 ‘38,
18,002 1,431 286.1 1,529.2 69 16 85 ¢ ‘38 42 95 40
19.054 1 0 2975 1,608 5 6.9 16 . 84 - 36 L 4.2 9.8 40
19,833 JI32 3041 * 1,676.3 ‘69 « 15 85 3.3 41 . 103 39,
21241 - 14132, 3202, 1.7374 67 ' LS 82 2 41 114 39 .
32 583 1, 7 3313 1,7980 65 1.5 80 32 ¢ 40 10.1 38 B R
: -~ o ' . = 4
See footnot cnd of table, 3 . L4 ' <Continucd
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3 M Table 1~Total property taxes, farm property taxcs, and national in ’Unived States, sclected years, 1902.75° ~Continued .
. * * Pam Total farm Total farm  Total nonfam
~ . . Farm teal péronal property jonal Totl propesty ¢ propemy
Farm . estate property taxes/ income from property | taxes/ taxes/
. Total Farm teal .personal Total farm® taxes/Total taxes/Total Total farrhing/ - o taxes/ National Nationa}
' property L estate property property ;mmq)y property perty National * National wmcome, % income, non
Near . taxes taxes | taxes faxes - taxes taxes * income income farm sector farm sector
i ‘....?..............M'm,'sl!oum...........;.:..... e re b crrea e R eraatrse e e P
¥ ‘ = + -
" 1966 24,670 1,535.7 338.7 1,874.4 6.2 1.4 7.6 3.1 40 9.8 3.8
- 1987 26,047 1,633.8 3674 2,001.2 6.3 ' 14 7.7 27 4.0 113 . 38
L1968 27,747, 1,730.5 385.5 2,116.0 6.2 » 14 76 . 2.5 .39, 11,7 3.7
71969 30,673 1,881.3 4028 2,284.6 61 1.3 7.4 27, 40 11.2 3.8
1970 34,054 2,038.8 388.3 3.427.1 6.0 1.1 7.1 26 4.3 11.7 41, ,
;19 37,852 - - 2 169,1 402,8 5719 5.7 1.1 6.8 25 44 12.0 . 42 -
- 1972 42,133 2, 375.2 409.3 ~ +2,784.5 5.6 1.0 6.6 2,7 44 10.7 4.2
L1973 45,283 2,462.7 424.9 2,887,6 54 /- 0.9 64 39 4.3 6.9 4.1
1974 % 47,708 2,513.7 ' 420.1 2,933.8 5.3 0.9 6.2 .32 4.2 8.0 4.1
‘1975 51,491 2,65k8 444.3 3,096.1 5.2 0.9 6.0 . 3a ‘ 4.3 8.4 4.1
" Toul® 661,439 44,6733 8.928.1 $2,790,0 6,8 1.4 8.0 4.0 4.0 19 40
“*N/A = Not sailable. - , . »
7 ;
o l‘-' ‘-—C{--‘-q and Hawaii beginning with 1960, * Based on years for which data’see available. v + .
> 4 .
s«]: MC 5. 38, 59, 69)-- ’ . . . .. .
v’ 29 - ’ ) *
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- increase during periods of weak dcmand and rclatnvcly low farm prices,

, Since it reflects caxmngs by the'factors of produgtion. Indirect business taxes—
and the property tax is treated as such i in the national income accounts=arein . '
"addition to the earnings of the factor suppliers. National i income orignating in
farmmg (NIF) was 8.0 percent of all NI in 1932 and 3.1 pcrccnt in 1975,(tablc

. 1). The high was. 10.0 percentin 1946 and tite low was 2.5 percentirf 1968 -

and 1971, but.the long-term trend was one of declining relative importancc of
the farm sector as a source of NI,

Total property raxes as/a percentage of NI were 3.4 pcrccnt in 1902,
increased to 10.6 perccnt during the depths of the Great Dcprcssxon(1932)
decreascd o atow of 2.5 percent during 1944, and increased with minor inter-
vcmng fh:fgtuanons t0 4.3 percent in 1975 (table 1).1° Total farm property
taxes as a percentage of NIF decreased from 17.4 percent in 1932 to 8.4 ch"
cent in 1975 with 1ntcrvcmng fluctuaflons between 3.1 pcrccnt (1946) and‘.’g&

.12,0 percent (1971). Total nonfarm property taxesasa péfcentage of national, .
income ongmat’ng in the nonfarm sector (NINF) declined from 10, 0 percentin
1932 to a low of2 5 percentin 1944 and ended the period in 1975 at 4.1 per-
cént. Thus, the lfhportancc of property taxes as a percentage.of NI (including
“NINF) has fluctuated through time, with no strong trend apparent. However,

_for the agricultural sector property ‘taxes a3 a pcrccntagc of NIF tend to
20

.

The crux of the whole tax ncutrah:y matter for the agricoltural scctor can
be settled by comparing all data on the basis of a common time period. Data

" are available for all series since 1932 (table 1). These show that for the 1932-75 )

E

period farm property taxes accounted for 8,0 percent of all property taxes, but .
that NIF was only 4.0 percent of total NI. During the same tjime span, property :
taxcs took 7.9 pergent of NIE and only 4.0 percent of NINF. J -
' The changes throughout the 1932-75 period also are of intérest. In 1932 ‘
the ratio of the percentage of property taxes paid by &mcrs divided by the
crcentagc»of national income originating in farming was I.64. It was 1.94 in
- 1975 but never went.below 1.12 (1946) or abovc 3.04 (1968) during the -
1932-75 span. Sxmﬂarly, ratios can be constructed whichshow the shareof 2!
NIF comprised of farm propcrty tixes divided by the*share oleNF made up o *
of nonfarm propcrty taxes, This was 1.74 in 1932 and 2.05 in 1975, but -
ranged from a low of 1.11 19‘.1946 to a high of 3.16 in 1968. o " <
All these calculations indicate that the agncultural sector has béen paying .
proportionately mare of thé Nation's property tax bill ‘than has the nonagricul-
tural sector, when this burden is compared with the two sectors’ rcspectnvc
shares 6{ N1.2! : ¢

s . » - . B Uy

19 National income statistics have been officially reported regularly for the years since
1929, but data far earlier years have been mxmated unofficially (60). R

28 This reflects the fact that the property tax is relatively income melasnc-apecxally
to decreases inincomes’ °

1 This is true dspxtc the recognition that any compmson of taxes and incémes
between the agncultural and [nonagrigditural sectors is likely to be biased to some degree,
" because unrealized capital gains are apt to be somewhat larger in the agricultural sector
thzn in the remainder of the economy.. . '
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A number of conccgts‘havc bcqn a’dvanccd in the literature rcgardmg the

. ° .. reasonsfor non-neutrality of taxes. Netzer s States that the property tax is not
. "neutral among industries for *“. .. awhatever the reason. whether it is related to
- 'dlffprcnccs irf capitaloutput ragios, in the profitability of investment reaghed
by thc,ptopcrty vax (Which is not quite thé saie thing); in geographic location,
or in property tax cdverage and administration’ (40, p- 26). There are other
factors which can p ay a role as well, and despite Netzer's pessimism, it would

e be appropriate to pur;ué a couple of them, regressivity and relative capltal
intensity. .-
" Regressjvity. Available data on the perncapita personal income of the farm
a0t populatlon extend back to 1934. They show, that the per capita personal |
A, - " income of the farm population has typically been lcss thn that of the nonfarm

populatlon (63). Thus, other factors being cqual the farm population would
pay a dlsproportlonatc share, of the propcrty tax if, qne viewed the tax as being
S " " regressive. This was the case according to traditional property tax incidence
¢ theory. According to this theory it wis held that the property tax basically was
an excise tax ultimately borne largcly by renters and consume:s, and that the
best yardstick of ability to pay was the annual flow of household*mone
“income, It foll9wcd that the property tax was regressive because consumpbn
is a relatively more impdrtant component of thc budgcts in low-mcomc '
e héuscholds“ < e
‘ * " Based on these theoretical underpinnings, the idea that the property tax iy,
regressive, has been widely accepted throughout the 20th century (2, p. 2). The
literatute which takes this viewpoint for granted is extensive (1, p.212).
Gaffney maintains that tbday’s current conccEt of regressivity owes much to
the data, assumptions, and approach involved in the work of Musgravé, Carroll,
Cook, and Frarie (38), which was published in 1951, (15, p. 411). In recent

! years, four important empirical studies—Netzer (1966), the Musgraircs (197 3)" R
- . ACIR (1973),7a1id Pechman and*Okner (1974)—have shown the property ax,
o to be regressive (4, 39, 40, 45). This lihe of reasoning would lead one to con-

clude that the agricultural se¢tor probably pays more than its share of the
* property tax bill, mainly because of the regrgssive nature.of the tax, =
. . . But how would the agricultural sccto?’fare comparatively under the
-~ ¢ rcvnsnomsg"thcory of propcrty tax m@c?a This view holds:that the tax is _
ultimately bornc by the' éwners of capital, Becauge capital owncrshlp is largely
’ conccntraccd in the hlghcr-lncomc brackets, any reduetion 1n the raté of réturn.
to capital caused by the lmposi?'on of a property tax must result in a progrcs- .
sive distribution o(:.thc tax burdcn (15) :
‘ The question still rémains haw the agricultural sector would fare in 2 com-.
- - parative sense even under the reyisionist assumptions. The answer depcﬂds fon
upon the relative distribution of Caplta] owrnership between the agrituitural’and -
- nonagncultural sectors by income leyel. Available evidence suggests that there
Js amuch higher ratio of wealth to income in the agricujtural sector (table 2), .
Morcm&r iriternal agncultural sector wealth is skewed mugh more toward the
.’% lower cnaEBf the income scale than is the case fgr ¢he U.S. economy as a whole.
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Tgblc 2-Ratio of wealth to incomg. agricultural h'ouSeholds. 1966, . ~
: and U.S. hous;hgjds, 1962 , *
v ) = Nl . ,
‘Agricltural hofisehglds 1966 = ("S. households, 196 »
. ', Rauo of . M Ratio of
+ , Income ’ net worth” Idcome net worth ot
bracket to income , , bracket to income
3 "k
$0- 2,499 29.14 . $0 - 2,999 " 4.8
2,500- 4,999 10.70 . 3,000 - 4,999 2.5
5,000- 9,999 6.87 5,000- 7,499 2.1 :
10,000 - 14,999 5.40 ~7500- 9,999 * 22 .
15,000 - 24,999 .7.55 10,000 - 14,999 2.3
25,000 or more 8.00 15,000 - 24,999 3.5 ,
25,000 - 49,999 8.4
‘50,000-99,999 ° 107
100,000 and over 10.7 .
All incomes 3.3~ '

!Para iqgludcs off-farm iffcome and off-farm wealth in net worth statements.
by
Sourges: (4, p. 32,10, p 39). T
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-’Fhis"would tend to glgate a substantial part of the progressivity of the

property tax for this ‘sector undet the new theoretical view of property tax
incidence. It follows, under the new approach, that the agricultural sector
. could still endyup paying more than its share of the tax due to comparatively

more wealth 4t the lower income levels. . .

.

_ Pasour’s recent study of the capitalization of farm property taxes for the
Upited States using 1969 data found little evidence of farm real estate tax re-
gressivity (44, pp. 546-547). For a tax decrease of $0.20 per $100 value under

¥

average circumstances, he fou nd the amount of the tax capitalized into higher’

-

. property values as a percentage bf incomé for various farm sales categories was

as follpws: 1.19 ($2,500-54,999), 1:21 _($5.000-$9.999). 1.30 ($10,000:,

$19,999, 1.19 ($20,000-$39,999), and 1.15 (340;000 and over). Pasour lists a-
number of cavtats regarding thése findingsgingludingj'c’ possibility of con-

7,

. siderablg variatior” in the burden of property taxgs 3t apy givcn~incgm€ level
. LT T .. R sy
H- due to differing capital intensigigs. . A S

Critical to any analysis of tax Tggressighty is the income c‘o_nccpt employed.

. For\example, the longer the time pegipd Oygr-whigh income is measured; the

lessflikely it i$'t@:yield a false picture ¢

f’:th% houschold economit situgtion.

‘- Good and bad y}ars tend to even out, giving eredence to the use of a perma-
nent jncome concept in studying tax incidence by incéme class. |

Aaron notes that the use of annual income makes the distribution of tax

burdens more progressive (2, p. 28). He fecls that the evidence suggests' the
- family consumption-income ratios by income class do nog vary much if a
" normal income concept iuscd. Thus, if the traditiorlal'vicw of property tax
incidence is followed tjha}t property taxes,are born in proportioy to cdhsump-
* -.tion, such taxes may be proportional to normal income (2, p, 30). *
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- Recent work by Paglin, which corrects fox intrafamily income over the life s
" cycle, shows that the typical Lorenz curve (ba.;d on the concepts of perfectly
¢ flat family age-income profiles and anpual income) yields a Gini ratio which
overstates the actual degree of interfamily income variation by 50 percent (42).
Fur?r research is needed to resolve the question df property tax regressivity,
. for takpayers in general and farmers inyparticular. ! T
Rflativc capital intensity. A perhaps more phusible reasan than rcgr'cssi- '
vity why the agri ultgggal sector pays a disproportionate share of the property
tax simply may be the sector’s relatively greater capital intensity. Ideed, the /
datd in table 2 hint at this explanation, showing the much greater level of
wealth required in the agricultural sector to provide the same level of Income as
found in the rest of thé economy. Unpublished USDA data show that in 1975
. average investment'per farm worker was $98,540, per production worker in
’ manufacturing enterprises, $55,252.23 (Average investment per employee--
both production and management—in manufacturing enterprises was $40,277

in1975) ,
Other estimates based on a cost rather than a current value basis suggest
that investment per worker in.agriculturc may be only about 10 perceiit hﬁer
than in manufacturing—not 50 to 100 percent as observers formerly believed
(49). But this may not be a very relevant point in a tax context since property .

es must be paid gn the basis of value rather than cost. . .

‘ Land is an important value item in the agricultural sector and 1t has been *
appreciatifig rapidly in recent years thus helping cause the two series (agncul-
ture and manufacturing) to diverge more than was the.case 1n carlier years, 4n
the-final analysis, however, the relatively higher capital intensity of the agricul-
tural sector apparently is onef the main reasons it pays a disproportionare

4

. " share of the property tax. , -y

.

g Wealth Basis - - . . "
) A case can be made for measuring taxable capacity in}bﬂé of wealth, The
N property tax is a type dfwwvealth taxation. In earlier periods it had a much '
broader base, making it a riigre suitable source of such taxation than it is '
today. But recent decades have seen a steady erosion of the taxation of intangr- .

.

. A - - .
bles and personality, and the Increasing use of various types of low-income
relief and diffecential arrangements, Wealth taxation can be advocated on the .
4 . , -

e B
L t hd

*?ACIR recently called the property tax regressivity isgfe “something of a red
herring™ (S, p. 16). They argue that there would be a need"For fow-income property tax
relief, even if the tax were progressive,” if the absolut level of the tax wotked a hardship

‘on some persons” (5, p. 16). A resonable #alogy in their view is the need for exemptions
to protect subsistence income under a progressive income tax system.” '

~ » *>Based on the average number’of total farm workers, including $clf-employed and
iréd, and average number of production workers for manufacturing. Agricultural assets - .

exclude those not used in productjon and are valued on a current basis, i.c., an inventory

of physical units is multiplied by the current my’kct value per unif. Assets for manufac-

. turing enterprises are compiled from finantial statements of manufacturing firms and are

. generally values based on cost, less capital consumption. For more detail see (49).
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basis of both benefits rgceived and théability to pay. Thy former suggests
diffcrential user chiarges on various items of rea] propc"'rty, while the latter
implies a global and personal tax on nct worth~ i ‘
1f the value of an asset is viewed as reflecting the capitahized-vllue of
income-flowing from it, the taxation of wealth may be regarded as equivajent

t the taxation of income.?* In a long run; the value of an asset 1n.a perfect
capital market is given by.Y = iV, so that V = Y/ wheré V is the assct’s value, -
Y- is the annual income~derived from the asset, and ¥'i§ the mark®t rare of
interest on alternative investments. It is of interest, based on\ the above, to
analyze the industry neutrality of the property tax for the.agricultural sector
,on a wealth basts. In other words, other things being equal, it would appeéar

that neutrality for the agricultural sector would exist if it paid X percent of all
property taxes because it accounted for X percent of the value of all taxable
propertiés. Thus, an effost is made in this teport to explore thie agricultural
sector property tax nelitrality question in a historical context. . g

n The analysis of comparative wealth by sector 1s not an easy task, however.

It has already been noted in earlier analygjs that the property .tax base-has been
. changing through time: Intangibles are no longer taxed in rgost instahces and
the personal property baSe increasingly has been exempted In addition, the

data on the value of personal property are sketehy. For this, reason, this
analysis of neutrality for the agricultural and the nonagricultural sector is con:
ducted largely on the basis of real estate values. Real estate accounted f6r 83.1
percent of all firm property taxes during the 1927-75 period, and it has been a
*quite stable tax: base through time. ' ‘ I
Even wheh one decides to focus on réal estate, difficyfit problems remain.
+ {t is not easy to determing what share of all land is devpted to farming and,
. hence, what proportion of all land values should be allocated to the agricultutal
sector. . .- K -
Some_ background data can hel place the situation 1n better perspective,
howcvcr;iﬁ'c land arca of the U(ﬂfced States totals approximately 2,264 million”
acres, of which agricultural uses accounted for 1,283 million acres or 5%.7 per-
cent of the total in 1969 (66). Agricultural uses igcludc land in crop rotation,
all types of pasture and range, and a small acreage in closely related uses. Not
all land classified as agricultural s in farms. In 1969, there were 1,063g_nillion
acres in'farms or 47.0, percent of the total land area (66). Taxable fafmland waé
*  estimated at 965 milliof acres in 1969 or 90.8 percent of all fagmland, 75.2
percentof all agricultural land, afid 42.6 percent of all the land arca that same
year, 1{1975, taxable farmiand was estimated at-979 ani'k;iqn acres or:90.1 .
percent of the 1,086 million acres in farms. N
Even if one had perfect land value data the problem of possible differential
rates of tax"capitalization between sectots would affect one’s ability to draw’
ar;cisc conclugions about the neutrality of the property tax among different

3
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144 the broadest sense, sich a wealth tax could be regarded only a,sZtax on capital
income, because wealth taxation does not include labor in its basc. Lab@Would-have to
be included to obtain an equivalent of a gencral income tax.
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mdusmcs More spcr.\flcally, considet once again the capitalization formula
V=Y, where Vi is land valuc ¥ is annual.income earned from the land, and i
'15 thé market rate of interest. If the landéwner i JIs unable to pass the property
tax on, the inegme stream, Y, is depressed by the amount of the tax, ulti-
mately depressing the value of the land, V. %5 But, as was noted earhef in the
theoretical dlscussmh on incidence, the dcgrec to which a tax is capitalized can |
vary by mdustry‘duc to differences i in factors such as market power and  °

<

- demand elasticity* +

While there is a considerable theoretical literature on the general subject g

- property tax capitalization, there has been relatively little empirical work done
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specifically on the possible capntahzanon of property taxes into farnt real -
estate,values. Jensen found strong evidenice of capitahzation in the period of.
rising property taxes during 1919-24 (26, pp. 69-75). Netzer reports on a 1961
.stydy by Daicoff in a Michigan county, using 1951-57 data which found hittle *,
evidence of capltahzatlon (40, p. 34). Work by Schuh and Scharlach-in Indiana
showed propcrty tax increases were linked with declines in farm real estate ——
svalues (47). " ’
«The ‘most regent and definitive work on the czprtzhzzrrmrqlresnon has
been done by Pasour He found 1in separate studies for North Carolina and the
* United Srates, using 1969 'data that.changes in property taxes.are largely
capitalized®into farm real estate values (43, 44).
Thus, mo'st studies have demonsttatcd some deérec of propcrfy tax capltal-
izagion Probably most farm real estato values have been affected somewhat by
such property tax capltahzatlon Still one does fot know how the degrcc of":d
such capitalization compares with that found in the nonagricultural sector.
Wealth defined. Therc have bcen a number of attempts to establish gross
wcalth valuations in the U.S. cconomy by sector.?® While the numbcr of su¢h
m(;umcs is limited, they can give at least a hin at the rclat\ivc importance of-
the wealth of the agncu tural sector. Here, the central.purpos¢’is to obtain
suitable Wealth estimates for the Natioh and the agricultural Sector, residuals )
gonstitute the nonagricultural sector. Wealth is taken to mean all tangible or
physical assets, chiefly land, » structureg, ‘subsoil assets, producer durablcs,,cqn-
sumer goods in households, inventories, and monetary gold. and silver;
Excluded from this concept of wealth are all financial assets (corpofrate stocks,
corporate and foreign bdnds, mortgages and notes, government bonds, life .
insurance equity, and cash) and net forclgn assets. These i m:ms, whnch consti- .

J
"H.,

I

5 pull capltallzatlcm thus occurs when the, price of the property beaning the tax falls ,
below that of otherwise equally valuable property by an amount to make the total cost of
owning them the same: When property tax differentials are generated and capitalized
they cause one-time capital losses (or gains) in propert values. If current dwners acquired
the property after the new or increased tax was levied, they do not bear the ultimate
burdeh of thg tax because it already had been capitalized and was reﬂected in a lower
acquisition prigg at the time of purchase. Subsequent removal or reduction of the tax
would grant the current owners capital gains in such a case but would not repay the capital
losses suffered by the original owners.

. **Gross wealth (or worth) means the market value of an item,of wealth without regard
to any mortgages, clains, or liabilities against the asset.
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_tute inc2 1b1c pcnonal propcrty, are typically excluded from ox constitutes ) .
very small p tion bf, the property tax base.?? Also, any discussion of finan-

cial wealth requires a detailed analysxs of net worth, whxch is bcyond the scope
“of this study.

» Other compofients of natxonaLw:;alth that are notincluded in thc data for
this repott are human capital (i.e., capitalized net carning capacity), consumer
holdings of semidurablé and perishable commodities, works of art and collec-
tor’s items, land improvements, and soil depletion.?? The réason for most of
these exclusions is measurement problems. GO]dSmlth further argues that
human capital ought to bc omitted because it is nontransfc;ablc fte., it is not
anitem that can be sold in a non- slayery economic system (18, p. 49).

Wealth estimates, In this section, the operatiofial definition of wealth, the
techniques off weal csnmatmg, and the data are discussed.' A number of
authors have cstxmatcd “net pnvatc domestic” wealth {table 3). This definition .
focuses on the wealth most likely to constitute the property tax base.“Net”, !f:‘, .
refers to het of deprccxatxon “Private’ méans thit wealth.owped by Eederal,

State, and focal governments*is excluded. “Domestic’™ indicagés tﬁat only
wcalth owned by U.S. residents located within.the geographical bqundancs of .
. the Umtcd States is included. Values are in current prices. -

There are three major problems with the boundaries of these'ddtg. First,a —-
problcm occurs with domestic wealth owned by foreign nationals but locatcd
thhm the Umted States These items would be subject ro the proPcrty tax,
but the Goldsmith 4nd Kendnck estimates exclude them, providing only “nct
. foreign balance.” The data could not be adjusted because the rolevant sectoral
data arg limited't6 1929, 1939, and 1946 making it difficult to interpolate or
project forward U S. wealth owned by forclgncrs (4?) Relative to national
wealth, this-itém.is small.?® <,

- The secondeproblem is.the monetary gold and silver item. Such a line
item does not exist in the wealth data pertaining to agriculture, cxcci)t per-
haps as “cash holdings.*’ Becayse it is not compatable between the PSDA and
the other nationat estimates, itis deleted in thi$ study as a possxbfc source of
error. The most recent Kendrick data do not list monetary'gold apd silveras 4
.4scparate line jtem, so it is cstrmatcd‘usmg Goldsmith data )End Jetted out. l¢,

_ Wo, is a relatively’ small component of natidnal wcalthan it has dtcrcaScd
* over time, N .,

-

. R a

<
' The third problerh conccrns U.S. possessions and tcrrtoncs whose wcalth
" is included in these national wealth estimates but not i the agritultural ’

\
e YL
- A ]
LR Y v v

v

.

37The 1972 Census of Govctnmcnts {56) listed 16 States as taxing intangible personal
.property. Only five States provxded data on assessed vaiues of intangible property. Netzer ©
(40, p. 142) estimated that in 1961, intangibles constituted 4 percent of the focal general
property tax base before cxcmptn‘bns Even less mformauon exists on revenues from the

tax on intangiblts. .

3% perjshable and semidurable commodities are defined to have an cxpcctcd I.Slct life of
less than 3 and 6 months, srespectivel p.11). Ve .
" 3% For more Information on this problem, see (46). ~ ° ’ oo
. L ‘
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Table 3~Summary: Estimates of domcmc net private ungible wealt.b of the Umted Sum, in current prices, sclected years, 1900~75

-,

[N

A

)

. - Goldsmith , Goldsmuh 5 Kendrick
. Goldsmith Goldsmith “*Institutional Kendrick® “Balance k((:::fcr:ncc
Year ' “Saving”! “Wealth™? Invcstor"’ ? “Finance”* " " Sheet™* Roard"*:
7 M &
Billion dollars ! .
. - . N .
" 1900 80.0 79.2 82.3 Nna Gt -82.3 N/A
. 1901 83.8 N/A N/A *N/A . N/A N/A
. 1902 <. B899 N/A N/A . N/A ~ . NIA N/A
1903 ¢ '93.9 N/A N/A N/A * ¢~ NA | N/A
1904 ., 992 N/A N/A N/A ‘ NA Rl .
1905 " ¢ 106.5- N/A NA N, N/A N/A
1906 S MIs37E. o \ NA . N/A . ' NA N/A N/A *
1907 1319 N/A N/A v N/A % , N/A ‘N/A
1908 125.0 i . N/A N/A N/A * | », N/A - N/A
1909 131.5 »* . N/IA i N/A | N/A .. N(A N/A
1910 hn? 1378 N/A .. N/A N/A o TUNA 2 N/AT
1911 1427 - NA ., N/A N/A i / N/A, N/A
1912 149.3 2 1475 . N/A" N/A = 151.2 % N/A ,
_1913, 155.2 N/A - N/A N/A‘ - N/A N/A
1914 158.6 N/A N/A N/A ‘N/A N/A
1915 172,5 ¢+ N/A N/A N/A . NA N/A
, 1916 204,5 N/A N/A : N/A N/A N/A
1917 2487 - . N/A N/A N/A; * . NA N/A .
T 1918 285.9 . N/A N/A - N/A . N/A N/A.
1919 341.6 - N/A - NA . N/A N/A + N/A
. - o .l ﬁ
satend of table - . s‘,\ ’ : . Continued
]: lC l A . * " N * ‘ )
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y: Estimates of domestic net ptivat;: tangible wealth of the United States, in current prices, selected years, f200—75 —~Continued

'g'.‘ ‘ - i Goldsmith "+ Goldsmith ™ Kendrick '
s Goldsmith Goldsmith “Institutional ~ » Kendrick “Balance * » »"*Conpference .
© Year L} “Saving™' “"Wealth"? 4 lnveStor's® “Finance™ © 4 Sheet™"* Bodrd"*
B . . - N A . .
r L % Bvl{:on dol!ars . Y .
. ) ) .
1;’20 { NA A = N/A N/A" ™ J -N/A
S~ 1921 N/A . N/A N/As N/A % ~ N/A
1922 298.0 N/A "N/A™ 293.2 N/A ~
1923 yNA ‘" NIA® « N/A K/A N/A
1924 N/A . N/A N/A - N/A N/A
- . r’ . @‘ . hd i
.. 1925 v NIA N/A N/A N/A . N/A,
& 1926 . N/A . N/A NA JF N/A ., . N/A
1927’ N/A N/A * N/A N/A . .N/A
1928 N/A JN/A . N/A N/A “  N/A
. 1929 . 3914 382.7 . 37627 . 382.6 327.7 -
S . ' : ¢ " ‘ . P
1930° . . N N/& - N/A - _ N/A
1931 N/A' N/A + . NA T N/A
1932 . N/A . N/A “N/A . N/A
; 1933 279.8 N/A c N/A N/A
1934 ) N/A N N/A }/4
11935 . NA N/A ' N/A ’ N/A
1936 N/A N/A N/A N/A
1937 N/A ° N/A N/A N/A
1938 Y ONA N/A . N/A " N/A
AT 1 © 3040 N/A . NA 1213 ' . N -
Sé;,foomotcs at end of table. LN ) . - ;‘:-ff: -Continued
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Table 3—-Summary: Estimates of domestic net pri‘v'a:e tangible wealth of the Uhited States, in current prices, sclected years, 1900-75 2Continued
e e T T ' Goldsmith .o Goldsmith Kendrick
. i Goldsmith | Goldsmith “Institutional Kendrick “Balance “Conference
y  Year “Saving™! “Wealth™? - Investor™? “Finance™* - Sheet™* Board™*
. ’ L R . < 7 "Biilion dollars
1940 ' 344.2 , N/A 'N!’ga . : N/A* ©TNA N/A
1941 385.5 ! N/A * N/A . N/A N/A N/A
1942 - 409.7 ) N/A N/A N/A N/As N
v 1943 4255 - 7 NIA N/A N/A . N/A . N/A
C 1944 . 440.9 iN/A % N/A N/A © N/A . N/A
. . . ~ 3 .o . g / .
19457 470.3 448.3 N/A . N/A to ' 4708 , N/A
<1946 . 571.0 551.1 .~ N/A : N/A 7 5728 . “N/A
3 1947 .677.4 "665.6 N/A - *N/A o 688.0 - N/A
. 1948 736.3 739,0 - NA 752.7 7 7618 642.2
1949 " 760.5 742,0 N/A . NA T 765.0 660,7 .
1950 N/A . 8665 N/A N/A 886.9 746.6 .
-~ 1951° N/A ‘ 954.1 . ‘N/A 4 N/A 973.4 +2836.5 "
1952 : N/A 994.4 .- 916.0 N/A 10131 ° 7= 8735 .
1953 N/A 10331 Y NA . N/, .. 10504 9055 - -
1954 N/A, "1,072.8 N/A N/A® 1,089.8 940.2
d \ ' . . -
. 1955 /J N/A . 1,155.9 N/A NA . 11720 1:016.6
. 1956 & N/A, 1,256.4 N/A .+ N/A -1,270.6 1.105,9 - -
1957+ W% N/A . 1,3528 N/A ’ N/A -~ - 13638 1,179.2 -
1958, < N/A 1,414.9 . N/A 1,410.0- : 1,423.0 / 1,233.6
1959 : N/A N/A . N/A N/y. ’ N/A ~ +1,307.0 -~
' h) . y) ‘
Sen fnnrnnros Ad of table. - : . . ) R 3 5 . . [ 4-: " “?%Qon(inucd
, . : , -
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- ;




', - . . 4
‘,i-“; ‘ . = .. . . . .
~  Table 3;§ummaryx Estimates of domestic netfprivate tangible wealth of the United States, in current prices, sclected years, 1900-75 ~Continuéd
- ) Goldsmith . . Golf!-sm'ith . Kendrick
. Goldsmith Goldsmith “Institutional %cndrick . "Balgner - “Conference
Year e v'Saying”’ “Wealth""? Investor™® inance”* *  Sheet™* Board"*
o Billion dollars ) ) .
. L4 . ! . , - e
s 1960 N/A T ONIA 1487.0 N/A © o« NA 13618
T 1961 N/A ) N/A N/A N/A N/A 1,405.0
1962 N/A . N/A . N/A - N/A . N/A; 14712
. 1963 N/A * N/A . N/A N/A | NA .. - 1,551.4
et 1964 v o N/A - N/A . N/A - N/A - NA | 1,643.0
‘1965 . N/A N/A NA ‘A N/A ToLses
1966 N/A . NA T N/A 2,031.9 N/A 1.906.2 - '
. 1967 N/A - N/A N/A .N/A N/A 20578 °
1968 . N/A N/A 2,410.0 . N/A . N/A 22460 >
L 1969 N/A N/A , N/A A ° N/A ~ 2,459.0
. R .' P . -
1970 N/A N/A N/A NM N/A 2,651.6
- 1971 N/A N/A : N/A - N/A < ' NIA 2,879.1
- 1972 ., N/A N/A N/A N/A N/A g 318938 ;
1973 o~ NaA N/A N/A ' N/AS N/A 3,575.1°
1974 x5 N/A N/A N/A ® N/A N/A - 4,008.1
- e ' L ¢ . T
. 1975 N/A . N/A : * N/A W N/A . 4,34L0
N/A = Not available, ) . © v ‘. Lo
- (17, 19).7(20).%(72). 4(29). 321% 4(28). . Cow %= ) e b
. . - - ? (
. * i 3 U . , . -
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estimates or property tax data. No data were foynd by which to adjust the
national totals. The magnitude is probably small rc‘lat}vc to totals.

National wealtH estimatés are not neatly and uniformly constructed. Thcy
are built pn government colleged data,” denvatlons based on_government data,
. independently collected data from i inventorics and survcys ‘and gata derwed

from other wealth reseaichers. Control data are not available for many types
. of wealth in the natlonal‘ totals.3° [t myst be cautioned that the available data
are at best only approximate. .
- One technique that merits special discussion in connection with wealth
: estimates is the perpetual inventory method (PI). It applies only to rcproducx-
‘ ble tarfgible assets such as structures and machmcry Bricfly, in usihg PI, one
% adds the current capital expenditures for a particular <lass of assets to the -
. deprecxatcd capltal expenditures for previoussyears, and adjusts them by an
appropriate price index to obtain a base-year estimated value' in real terms. To
. get-estimated values in current prices, the values afe reinflated by the.appro-
priate price indexés (16, pp. 10-28), Capital expenditures in _any given year are
the excess of ‘expenditures on durable goods over depreciation allowances.
Depreciation and expected- asset life ‘are calculaged by reliance 6n lntcrnaf
Revenue Service rates where available and on rough approximations otherwise,
straight-line depreciation is typically used (16).. Capital expenditures and
deprecnangn allowances are deflated by appropriate prite indexes to base year
prices. To obtain current year pyices, the depreciated inventories ate inflated
. by the same indexes. The perpetual inventory method was %ploycd by Gold-
smith, Kendrick, and Tostlebe in developing the .¢stimates presented here.
USDA estimates 8f wealth in the farm sector use simila’methods to value farm .
machinery and motor vehicles, but not’ structurcs, which are calculated as a
. -, percentage ‘of total value of farmland and bulldmgs (65, pp. 3, 10-13). 3

There is an arbitrary c}cmcnt in the use of PI for esnmatmg wealth, In
otder to obtain estimates, assumptions have to be made about such items as
) ‘expected life and depreciation, the resale market, large disasters, both natural
. and man made, expected levels of maintenance of machinery, levels of tech-

‘ nology embodied in the capital stock, and cxpansions of facilities. Most of
these problems have been amply studied, and the difficulties arc well known.
Thus, it is rccogmzcd that the proccdurcs arc arbitrary, and thCll‘ usc may con-
tribute to inaccuratdestimates that may be compounded over time. In pargice
ular, the resale markct‘ or market for used goods, provides flows between
sectors which are not adcquatcly accdunted for by PI (18). . N

Manyg names are dssociated’with perpetual inventory wealth estimates,
chief among these are those ofGoldsmlth and Kendrick. As can-be scen from
thcnr estimates, there is a certain amount of variation for no readily apparent
E A reason (table 3).-Wealth cstlmatcs, agAfdicated Tarlier, involve many different |
data—‘ourccs Variations can be*traced to statistical reasons, refinements of the

~

+?°Nationgl and sectoral totals can vary widely, as can be scen in tablcs 3and 4. .
. 3! For more lnformatlon on mcthodolbgy of weglth cstimates, see (16 IF".‘!O 25, 32,
65). . "

.
. . . T, .
. . - BT



. . . v 7
;*gcrpctual inventory method, and some to changes in other source Hata. The
estimates of national land value are pasticularly ungertain. In one study, Gold-
stpith presents two alternative estimates of land value—a “high™ and a ““low”
one, which différed in the valug of residential land—with the understanding the
reader could select the one considered most reasonable (19).
There also are a number of Tstimates of the value of wealth in the agriculr
« tural sector (table 4). There is considerable variation in the estimates, and.it is
quite: propounccd in the early years. In later yeagg, the discrepancy is smaller
though still considerable. The sources of the differences are uncertain. Land
accaunts for the largest proportion of farm wealth and for this all seurces use
USDA estimates..Structures are valued differently by, thaUSDA balance sheet
and Goldsmith-Kéndrick (62). The USDA balance sheet figures estimate, on
* . the basis of census ‘data, the proportion structures are of 13nd and structures;
they carry the proportion forward between census years. Survey data provide
the estimates of value of land and buildings together between census years.
Goldsmith and Kendrick use the perpetual inventory method to value struc-
" tures. Livestock, machinery, automobile, and crop values are derived from
USDA data by all users. -
Wealth ‘comparisons. Based on the data presented,above, the accumulation
of wealth"in the agricultural sector and for.the Nation now may be com- ¢ .
“pared.? Values are in cutrent pricés. Relative rates of growth in wealth
"though time for the agricultural sector and the Nation are of interest (table 5).
" .Itis evident that rates of growth of nominal wealth in agricultur; and the
* United States as a whole rarely are equal. For example, in the first decade of
this century, the rate of growth of agricultural wealth, at 9.9 percent, was
somewhat greater than that for national wealthyat 7.2 percent. In the next
decade the wealth of the Urgitcd States showed a faster rate of growth thay .
that of,the agricultural sector. The data 4re inadequate to show the effect of
. World War 1; ] . :
T _ Lni the 1920’s, the rate of accumulation of wealth in agriculture was nega-
tive (2.8 perceng). The overall rate of growth for the United States was not
large, at 1.7 percent. These years were depression yc‘ars in agriculture. They \ ‘ ..
were followed by the 1930's, which brogght'a severe depression to the whole
¢conomy, The average annual 1930-39 rate of decrease for U.S. wealth was 1.3
. percent; in agriculture, wealth declined on the average 2.7:pcrcqnt per year

. ‘ ¢

-

during the period 1930-40. ° . -
In the early 1940’s,.agricultural wealth grew faster than did wealth for the

economy, as a whole, probably because.of the Government’s wartime policies.

During tl}c second half of the decade, the whole economy expanded faster than

did the agriculturaPsector. This was true until the early 1970's when agricul-

. **The reason for comparing agricuiture and the whole economy, ratm than agricul-

ture and nonagriculture, is that before 1930 data were available only for@lected years: -
the years sclected were not the same for the”Nation and its constituent sectors. In order to ’

_» .derive any comparisons on growth of wealth in the carly years of the 20th century, jt was

thus-recessary to compare agriculture and the entire cconomy. Subsequent comparisons
in this report, however, are between the agricultural and nonagricultural sectors.
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Table 4-Summary: Estimates of net p;ivawdomcstl'c wealth in agriculture, in current prices, selected years, 190075

L]

. ‘ " Goldsmith* e Derived
End L - “Institu- . Goldsmith Kendrick ’ Balanc
of ' ' Goldsmith Goldgmith tional Kendrick “Balance “Conference - . of Farming
_ Year “Saving”' “Wealth"? lavestor™? **Fihance™* Sheet”* Boardv® ToStlebe’ © Sector® _
ri 0 - 3 T
N ‘ ' Billion dollars .
o oy y : ’ :
1900 24.3 . 244 . PR " N/A ' N/A, -y N/A ~ , 218 - N/A
‘ - . 4 9 s = . v ‘
1910 N/A -« N/A . N/A NA < ° N/A . N/ 43.3 / . N/A
191_2 : 49.5 49.6 N/A ¢ N/A N/A . N/A N/A N/A
1920 N Y:I/A [y N/A N/A N/A ,N-H\" "N/A ‘ 83.8 ! N/A
1922 694 69.4 - N/A N/A | = N/A N/A N/A N/A
v . " J .
1925 CNIA L, T N/A NJALL T N N/A N/A 60.7 . N/A .
1929 1 64.3 64,3 , N/A N/A N/A N/A . NA N/A
. ‘ . ~w. 4 . ' .. & '
" 1930 NfA - N/A N/A N/A N/A WN/A 60.5 . e NIA
1931 N/A w N/A N/A N/A T . N/A N/AL N/A * N/A
1932 N/A N/A N/A N/A N!A . ;N/A . N/A . - N/A
1933 .- 41.0 41.0 N/A R N/A * N/A N/A . . N/A N/A
1934 N/A . N/A N/A /A - . N/A N/A , N/A N/A
-See footnotes at end of table. .o ) . R . " + =Continued
, ) . B . s
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» Table 4~Summiry: Estimates of net private doméstic wealth in ggricultur.c,f in current pricci. selccted.ycars. 1900-75—Continucd ,
: E ** Goldsmith " ' Derived from

End ’; "Institu- Goldsmith * Kendrick Balance Sheet
%€ T Goldsmith Goldsmith tional Kendrick 'ﬁ}}alance : “Conference . of Farming
Year 'Saving”! ~ “Wealth”?, Investor™® -  "Fipance'™ Shect™* Board"*¢ Tostlebe’ ~ Sector®
. Bullion dollars R
1935 NA N/A "N/A " N/A N/A NIA 40.4 CNA
1936 ' N/A N/A N/A N/A,+ N/A N/A *° N/A N/A
1937 . N/A N/A N/A 7 N/A N/A N/A N/A~, =° N/A 7
. «1938 N/A N/A N/A N/A N/A . N/A N/A N/A R .?l
1939 45.6 45.6 N/A ¢ N/A N/A N/A N/A - 488 :
L 4 . e R .
1940 ., N/A N/A N/A N/A * N/A N/A 439 50.1 “*
1941 N/A N/A N/A « N/A N N/A N/A N/A * 56.8 )
1942 N/A N/A N/A N/A N/A N/A -~ N/A ‘65.5. - %
1943~ N/A R N/A - ( N/A N/A N/A. N/A N/A 73.6°
i 194.4 . NA N/A N/Ague N/A N/A N/A . N/A “ 80.7
’ .
1945 86.1 865 N[Q * N/A 86.5 N/A ~ 75.0 - 87.3
1946 N/A 98.3 N/A N/A ’ 98.3 N/A N/A ' 992 - ¢
1947 N/A 1120 N/A N/A 112.0' N/A' N/A 1110
1948 N/A 118.9 N/A N/A 118.9 91.6 N/A 118.3
1949 123.8 1174 N/A . N/A 117.4 *ON/A- N/A 116.8 .
. . ~ - . —— s
Sce footnotes at end of table. . ~Continued
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n ' . * ' o
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- ; . ' . - .
Q ‘ .- - - e .
EMC\/D : ‘.'1 ) { h g ) . —

Aruitoxt provided by Eic:




. >
bl /' ‘
N - . . . ~ « i
R o § . h
-t ) lek4—Summn.ryc Esumues of net privat¢ domestic wealgh in agnculture in current prices, selected ycars, I900-75—Connnucd
- S " € Goldsmith' I * " Deived from
End A PARN 4 instite L Goldsroith Kendrick - Balance Sheet
S of Goldsmitt» Gdidsmith tional - - . Kc‘m(ick “Balance “Conference -- of Farmmg
Yexr “Saving” !  “Wealth™? Investor™® _ ° ‘'Finande™™* . Sheet”* Board™*’ Jpsticbe? ?Scctor
_ ’ P “Billion dollars A
-~ - . N 1 . . . T . - -
1956 °  N/A 136.1 ' N/A N/A 136.1 N/A, .107.4 1335
1951 17 - 1530, . N/A N/A 153.0 , N/A, <« N/A 149.0
1952 JN/A T 1505 *1381  C c -N/A 150.5 N/A . N/A 147.4 '
‘1953 - N/A ¢ 144.9  NIK N “aN/A 144.9 N/ NA - 144.5 .
1954 N/A ~ 1476 ., . JNA /A 14706 - *NIA NA « - 187¥
' e 4 ? * - . : .
1955 * N/A_ # - 1504 wA T A c1ses . oA T w7 1s09 7
. 1956 N/A 158.2 N/A N/A +158.2 * N/A . N/A 1 158.6
1957 < . N/A ~167.7 . N/A, N/A : 167.7 - 131.4 . N/A .7*166.6
1958 N/A . 1824 . N/A - N/A , . 1824 . N/A N/A v 1816,
1959 . . NA o - N/A- ¢ N/A * N/A . ‘ N/A. N/A 4, NA . 184.9
- F AR < . . \' ' . -
T Ve - . ' - . Af . .
1960 NA . N/A *178'8 | CN/A @ N TO'NIA - . NIA 186.6 |
1965 -F N/A S NAA S (N/A.. . TNA R NIA = N/IA N/A -~ 194.2
1962 N/A_‘;N v O NAT T N/A +N/A N/A ' "N/A Nf% 4 2024 7
(1963.  NIA: TN - ‘N/A . NA NA N/A N/K 209.6
1964 o \ NA =" NA . 4 NA LNIAL N/A NA O, 2171
,§ec foo%{of tablc i T . . s N L = ‘ ’ ~Continued .
\)‘ ‘ - . . = . ~. .
'
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. Table 4-—Summaty: Espmatcs of net pnvute domanc w}lth in aqﬂcu]ﬁu‘e. in current prlccs, selected years, 1900- 7§<-Contmtie'd o

) ' . N .+ Goldsiith 3 A ¢ . : : * R 'Dcnvcd from
. E%\ . “Institu- N ' Goldsmith R \}qc’ﬁdn'ck _ 5 Balance SElect
i . Goldsmxth Goldsmith tional Kcendrick., f Balance “Confere Lo +of Farming
Yesr “Saving"L. ., - “Wealth"? Investor”  * “Finance™ * . Shcct"“ . Boagd" Tostlebe” ~ *Sector®
. . - - " Billion dollars - [ . - X v
"'-"v 3, R . M ’ N . . . t
1965 NA .:'?,k" N/A -+ TNA * N/A . N/ N/A™ NAy~ . 2337
1966+ /A N/A * N/A - N/A® N/A 2042 - N/A .+ 42455
. 1967 . 2 N/JA, ¥ N/A . N&A | N/A N/A NA N/A ° | @¥258.1 * -
2 1968 N/A N/A o7 T 02662, Nige - NIA . NA, - < NA . g 2152
1969+ N/A"g ~~§A NA N/A” . - " N/A ‘ N/A- N/A 282.4
. . : k- ! TN ’ . i,
71970 ¢, N/A N/A CYN/AA N/A NIA . N/A - N/A 2925
1971 WA N/A * N/A N/A NA © N/A N/A . 315.4
19928 - NA - v NIA T N/A N/A '+ =+ N/A *N/A N/A " 356,0
1973 SNIA . ¢ N/A <« NA s NA + . N/A, 3456 N/IA - 436.5 -
1974 LANA L N/A - ona RS NA L ANA NA, T NA 482.5
e 1975 - ‘2%{/1\» INA N/A ﬁ/ ﬁN/A . NIK .~ NIA T, N/A 545.2 .

N/A = Not avahblc.

§ L4 W} . ."‘ . ‘. ;\--"(" ,’ . . V ‘.' 9' , -
oy - YRy
‘?‘ ources. "(17 19tab W 27). (20) table A-53). 5(72 tablc lB 5) 42 5(21 tzb‘lé.': laand la), T (50,62, entricsare adjusted to be-¢urrent

as of Decembe{ 31 of tholfrevipus yeat. f/ b L Lo - F=
Footnote: ? Estimates arc only for “farm busxhcss ” Houschold asscts are cxch!!icd " ’ v b
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e, _+ Table 5-Nominal average annual rates of growth in wealth, agricultural sector
[P g and USS. economy, selected time periods, 1900-75 )
’ " Yea® Agriculture . Year u.s.
“. . : . R Percent * Percent - ‘
;{ n " <7 190010 c - 99 - 190009  ° 7.2 T
= . ‘191020 9.4 1910-19 16.4 T
- *, 192030 ¥ . 28 192029 _* 1.7-3%
. . N . 193040 : 2.7 193039 -1.3 )
b 194045 149 194045 - g2 7.3 ] .
y 194649 « . 59 1946-49 ' iy
. 195059« 43 - 1950-59 8.3
. * 1960-69 - 57 < 196069 9.0
’ 1970-75 , S 113, 1970-75 12.7 - o
. 190075, * 32,0 1900-75 %10 B
T . Sources: Column (2): Table 4, 1900-¥6~Tosticbe, l94d—prcscnt “Balance

. Sheet.” Column (4): Table 3. Goldsmith *'Saving"” and Kendnck *Conference
= u-t‘.’;.,- Board."” . b 4 A ‘
"' N " Kt\ - g ’ * '

1,
%
-
Fy

: tural wealth ‘grew morc rapldly than y.S. wealth asa whole. 33 Throughout thé '

L =" 1900-75 period, wealth T in the agncultural sector mcrcascd 32.0 petcent eom- .
" pared With a 71.0 percent inerease for the economy as a 2 whole
s, The importance of thcsc changes is that variatians in v)ea}th y the

different sectors of the economy will account m‘part for changcs in taxes
asséssed -Against that wealth. Other factors, stich as'legal changes in’tax rates,
assessment ptactlccs _assessrhent ratios, and property\?ubjcct to thc tax, would
N account for'the rest” | i
\ .~ + ' Tax and wealth comppnsdns Taxes on farm property as a percentage of
. o thc total U, S tax bill thay now be compared with farm wealth as a perecentage
S ‘. of U§ wealth (table 6). 34 The tax and wcalth, data are not available for the '
K . “same ycars during the period 1901- 34, but it is evident from what data are
. *" - available that the farmi tax ;Scrcentagcs of U.S, property taxes are significantly
less thap ;he farm wealth percentages are of U.S. wealth, Iif 1935, the dif-
- " fcrcnce was 3. 4 perceptage paints. - e > .
' . Durmg the pcnod 1910-40, the farm wealch phgntagc showcd a dcchnc
¥ .from 31.4 percent to a range-of 12.8 to 14.6 pergent. The farm Tax percent, on )
L . V. thc otffer hand, rose slightly from 1926 to 1931 before cxhlbmng a decline by s
19397 unng Mthe rest of the dccadc it was quuc,;table . ” . :

Thc farm wealth pcrccntagc showed an incredse duning«the f'rst half of the

2

N ., [}
Co T 1940%, “while the tax percentage cwalth a slight inerease. Then, g8ing the
- : -
‘ ‘ secopd; 'half of thc dccad,c the wealth percentage fell while the tax pereentage
€ ¥ -~ . .
- - _ Y
T 531f somi of thc rates scem inordina¥@ly high, it isin part because the rates of growth
B are in nominal, not real térms. Relative pncc c inflation ordcﬂanon thus wxll accoﬁ: for.
w. + . partoftiicratecof change. ., A .
4. Egd **Taxes are based o asscssmentyears in ‘table 6 rather than on collectibn years, as _
LR the pasc in.table 1 , . .
3 = ‘s R . M P . / ¢ L .
Y \‘1 . ' % 2 ! ) ! - 3f
+.ERIC BT & B * L e
d R ’ e . : - SR

. . . " \ .
- . 2 » - 5t Y . N o )




7

~

P “ - - . AN s - == .
o . ~. . ’ ’i j} 7“ ‘y - ,1;2}
Table 6—Farm property taxes and wealth a3 2 percentsge of alf property taxes an v, United Statss, sciécied aspcrsment years, 1901-75 .
5 Property taxes - v ‘ e & th . T,
— — — = " r
“ » ¢, U.S. nct private I 5! TS . -
. L \ I'e domestic wealth Agriyu}mraf:::hh”‘ ¢ Agriculturce/U.S, ;
< ‘ End of . N N - ) . o
a ‘ amesy N . ¥ Kendrkk 7. ' Balance Batance
. . ment - Agricul Goldsmith “Conferénée - Balance ToXkbe/ Tostlebe/  Sheet/ Sheet/ f
- Year, US.total? Agriculture! US.- “Saving"? s Board"’? ‘."' Tostlebe? Sheet? Goldmith Kendtick . Goldsmith Kendrck
‘- , weemes Bllon dollars -« o - Percept  memeeeee- ...‘..,....5,1;1,‘;,5011,,, ................. . CERTER CrP e eeee-Percent eree-ence
) ~ - -
M wo1 ¢ @7 NA . NIA 838 g NA . NFA SiN/A NA) -~ -NA N/A
Pty 1910° N/A N/A N/A 1378 z N/A 433 , N/A 3t - NIAS N/A
1912 13- N/A N/A 149,3 N/A N/A 3 N/A. N/ Y N/A N/A
- 1920 N/IA NIA N/A 3420 ~N/A 83.8 N/A 24. N/A NIA ;
; 1921 337 . NA .4 NA/ 2974 - N/A N/A N/A NA NIA / NIA < -
. 1925 N/A N/A N/A -  346.3 N/A 60.7 N/A 17.5 N/A [ MNA N/A .
. S 19260 w47 . 06 127 v 3596 N/A N/A +'NIA N/A N/A N/A N/A
1930 N/A <N T N/A® 365.9 N/A 60.5 NA - ' 165 NA N/A » N/A
1931 43 - 06 . 1.1 3174 N/A N/A N/A N/A o NIA | NIAY NIA 7
. 1932 _ NIA N/A 1 NIA 2800 N/A N/A NA . NIA N/A <~ NA® NA. - -
‘ . 1933, 41 0.4 107 283.8 N/A_ N/A * NIA N/A N/A N/A N/A
. 1934 N/A NIA  dme NIA ‘289.0 N/A N/A N/A N/A N/A N/A N/A
3 P 1938 41 #0.4 T 106 2887 NIA 40.4 7 « NIA 14.0 NIA N/A NIA
. 1936 N/A N/A N/A 306.6 - N/ N/A P WA NIA - N N/A N/A
v . 1937 - 44 0.5 10.2 398 ' NA N/A N/A N/A ‘NI N/A N/A
¥ e , 1938 N/A N/A N/ 317.9 . N/A N/A . NIA L NA- «  NA N/A N/A
- o . 1939 - 4 X 10. 3238 N/A N/A | - - 488, N/A N/A s N/A 4
R 1940 . NA - N/A 3442 N/A 439 ' 50.1 128 - N/A. 146 N/A
1941 4.5 0s , + 1 385.5 N/A * N/A " 568 N/A N/A: f4.7 N/A
s, L 1942 N/A N/A NIA 409.7, N/A N/A~ . > 655 *o NIA | N/A 160 N/A
, 1943 4.6 0.5 104 425.5 * N/A N/A 73.6 N/A N/A 17.3 N/IA -
v, 1944 43 - N/A N/A “09 N/A N/A . 207 N/A N/A , 183 N/A
L1945 ' 50 0.5 L1122 470.3 NA - 75.0 ¢ a3 16.0 N/A 1.6 N/A
, L. 1946 55 - *06 v 112 5710 N/A N/A 9.2 N/A N/A . 174 NK
1. 1947 6.1 . 07 ¢t 120 677.4 ' N/A . N/A 111 N/A N/A 16.4 N/A
1948 68 . 68 11.8 7363 642.2 N/A 118.3 N/A Na 16.1 184
" 1949 73 0.9 11.9 760.5 660.7 N/A 1168 . “NIA N7A 15.4° 17.7
. . 1950 7.9 0.9 116 N/A *. 3464 1074 1335 N/A 14.4 NA T 179
- 1951 7 10 114 N/A s 4 NA - - 1490 . NIA NIA” NIA 173 -
. . 1952 - 94 Lo 113, N/A wdy 35 MIA 147.4 NIA NIA N/A 169
ae * 1983 10.0 1.1 10.7 N/A %os.s »  NIA 1445 ‘NIA i NIA N/A. 160" "
50" ., ' * S . . » i -
2 See footnotes at end of table, - ‘ b e . . A . ~Gontinued
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Table 6~Farm property taxes and wealth 'ss 2 percentage of all propedty taxes and wealth, United States, sclectdd assessment years, 1901-75=Continued b
. Froperty taxes - » . Weajth
L . U.S. net private f - @
3 domestic walth | * Aprcultoral wealth ——— ~ Agrxulture/U.S. i
Endof .. P
assesr - L * Kendexk O, Balance . Balance
ment ° . > Tture/ GoMdsmxh “Conf 3 Balance Towlce/ Tostlebe/ Sheet/ Sheet/
yan U.S. totsl' e Agrculture! us.' “Saving"™! Boatd"'? Tostlebe? Shect? Goldsmith Kendnick Goldsmith Kendnck
. . [y
....... Bhowdollars - -+ -+ - Percent vernsrsocesnnwesnssBilliondollars--cerererenarenen [P - Yo pevs S P
1037 Ll - 102 N/A * 9402 N/A 137 1 “oNA N/A A N/A 18.7
1.2 1.2° 9.8 . N/A F 10166 N/A® 1509 N/A N/A N/A 148
‘, 129 1.2 9% N/A 1.105.9 NIA 1586 N/A N/A v . NA 14.3
. 140 1.3 9.0, N/A ™ 1,179.2 . N/A 1666 N/A N/A « N/A . 14.1
150 ° 1.3 8.9 N/A 1,213.6 N/A 181 6 * N/A N/A N/A 14.7
16.4 1.4 87" N/A 1,307.0 * . N/A 184.9 N/A N/A N/A 14.2
180 ~ 1.5 &5 N/A 1.361.6 N/A 186.6 N/A N/A N/A 13.7
19.1 1.6 8.4 N/A 1,405.0 N/A 194.2 N/A N/A e NA 13.8
198 1.7 8.8 N/A 1471.2 N/A » 2024 N/A NIAT,  N/A 13.8
21.2 17 3.2 N/A 1551.4° N/A 209.6 N\ N/A N/A N/A 13.8
22,6 1.8 80 " N/A 1.643.0 N/A 171 N/A N/A N/A 132
24.7 ° 19 | 76 N/A 1.759.5 N/A . 327 N/A N/A N/A - 132
26.0 2.0 7.7 N/A 1,906 2 wN/A . 245.8, N/A N/A - N/A 129
€ 27, 21 7.6 4l N/A 2057.8 . NIA 2581 NIA . NA N/A .12
30.7 ‘ 23 7.3 N/A 2,246 0 N/A * 18.2 N/A N/A N/A 12.3
N 1969 341 2.4 7.1 « N/A 2,459.0 N/A 824 N/AY N/A N/A 115
. 1970 3729 . 26 o 6.8 ~ N/A 26586 - Q> N/A . L2928 N/A N/A N/A 11.0
1971 s 421 28¢ 6 N/A 28791 = N/A 4 3154 N/A N/A . N/A 110
1972 453 2.9 6.4 N/A 31898  NIA 356.0 N/A NIA N/A 1.2
1973 ' 47 / 29 62 N/A 35781 - NIA 446 5 N/A N/A N/A 122
1974 5LS 31 60 N/A 4,008.1 N/A. s N/A N/A N/A 120
1975 N/A . N/A N/A i N/A 4,341.0 . N/A 548.2 N/A N/A N/A 126
*NIK = Not avaibable - ' : -t
* \41 d ' y ° : @ Ry )
. sl: lC*l.‘hg:d)uv:b«n ug kward 1 year to coerespond td" years. P gos cakufated before robnding based on dags shown 1o gable 1 *Table 3 *Tablc 4
. . \ .

Aruitoxt provided by Eic:




. f mcrcased slightly. As of 1975 thls pattern of a sldwly dcchmng agncultural :

) wealth percentage was contmumg, with two cxccpno:f"s In 1958, a year of‘.
business recession, the farm wealth percentage rose, it rose agam beginning in

%1972 (a very goodyear for farm income) and.this rise pcrsnsted at’an unevet¥
_pace through 1975 due to rapidly increasing land values The farm tax percen- «
< tage peaked in 1947, and has exhibited a steady dechmf/ since.

Some explanauons of these  frends may be hazarded at this point. W1t'h . ¢
regard to wealth, jt may be ob?lgus that sectoral wealth percentages seem tQ be
related $0: (1) th€Governmeng szllocatlonal pojlcies in wartime, T2) business | _
‘cygles; ’3’363(3) relative rates of ggfiwthi in sectoral income. Overall the frend,ine**
the tax percentages does not appear to be as responsive td thes¢ factors as is
the case for its tax base—wealth. However, it does appear to be somewhat

- rcsponswc to the business ¢ycle. .

Ratio of property faxes to wealth. The growgh of wealth has cxpandcd the
potential property tax base. The degree to which this potential tax base is -»
related to taxes paid is measured by the ratio (property taxes pzud)/(wealth)

This ratio can also be identified as the effective property tax rate.®* The

differential pattern of growth of wealth by ‘sectoras had different effects on

the tax-wealth ratio (or the effective tax fhte) in the agricultural and nonagri- N

cultural sectors (table 7).  * ) - B
Only sketchy data are available for both sectors bcfore 1945. In 1935, the =
agricultural ratio was .010; the nonagricultural ratio was .015. By 1939, the
. agricultural ratio was unchalgg,.,but in the nonagncultural‘ tor it had a

declined to .014. By 1945, the ratios différed by between .00% and ;006,

dcpcndmg on the wealth e&t:métcsuscd ‘ .o

- * After 1945, the agricultural ratio has been consistently lower than the I

Jnonagricultural ratio. The size of the difference varied between years, and the
data d6 ndTprovide unique estimates of the difference in a given ycar. The
range of the differences varies from .002 in 1949 (estimate based on Goldsmith
saving and balance sheet) t0.007 in 1961, 1963, 1964,°1965, 1966, 1972, and
1973. The ratios, thcn, came closest togcrhcr in 1949 and thep diverged. “?

Itis mtctcstmg to look at the trends of the ratios over time. It is regret- i ]
table that the data are not more complctc for the 1920's and 1930’s. The agri-
cultural ratio was .010 i in both 1935 and 1939, but it may have fluctuated ) "
between those years, The ratio continued to decline through the 1940’s until it ’
Ieveled off at .007 in 1948 and .008 in 1949. ¢ staysd at .008 or .007 until .

. 1969 when it increased to .009. It remained at .009 through 1971 and declined -
to .006 by 1974. . .

,_* The nonagticultural sector’s ratig is not as well behaved 2s thc agnculniu'al
ratio, and ther¢ are more numeraus cstlmatcs of the ratio. This ratio réaclted , g
apcak of 015 in 1935, thcn bcgan 2 declfite that feachéd .011 in 1950-5]. The

. . .
- =

-z 4-‘

.

)

- 1

the cffective tax rate differs from the local tax ratc or millage rate

ios and tax exemptions, which differ from jurisdiction

c usually based on “marKet values? of wealth, which hd

Y 3SThe conccpt'
* by abstracting from
to jurisdiction. Effective
the wealth measure uscd here appro
p ? ‘e . ' -
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Table 7-Ratro of property tayss t0 wealth agnicultural and nomwcul:un: sectors, Unated Statey, slected assessment years, I?0075

’

4

Agnicultural sectot .

Nongricultural sector

Ratio of taxes

Wnltﬂ, L. to wealth I~ Wwealtn! , ’ Rauo of taxes towealth *

. : J Kendnck  » . = Kendnick
Endof *7 4 Goldsmith "Saving”’ “Conference Board™  » Goldsmith “Saving™ “Conference Board™
aswss 4 o —

ment Balance Property LAl Balance . Balance Balance Ptoperty * . Balance Balince
year Tosxkbc Sheet taxes? Tostlebe Sh'«(_ Tostlebe Sheet Tostlcbe Sheet taxes? Tostiehe Shoct Tostiebe  _ Shect
RN Beltion dollars - - - 6 - ) . - -- -« Blbonm dollars - - oo
. " . o, .

1900 218 N/A ' N/A RI/IA A 582 N/A N/A N/A N/A N/A NM N/A N/A

1910 43.3 N/A N/A ., N/A’ 1A 94 S N/A * N/IA T N/A N/A N/A N/A N/A N/A

1920 83-'8 N/A N/A ‘ NI/IA N/A 258 2 N/A N/A N{A NIA N/A v N/A N/A N/A
‘1925 60.7 N/A . N/A N/A N/A 2856 N/A N/A N/A N/A N/A® N/A N/A Pﬁ/A

1926 WA NIA® 06 " N/A N/A N/A N/A N/A Nlde 41 N/A NIA NA | NIA

1930 60.5 N/A NIA N/A N/A 305 4 N/A . N/A N/A N/A N/A N/A N/A N/A

1931 NIA N/A 05 N/A T § A N/A Qm N/A 39 N/A NIA® N/A N/A

1932 N/A ¢ NIA N/A N/A N/A N/A « N/A TEN/A N/A N/A- N/A N/A N/A N/A

1933 N/A N/A V4 N/IA & N/A® N/A N/A N/A N/A 37 N/A . NI‘\ N/A [ N/A\l 9

1934 @‘U/\' N/A N/A N/A N/A N/A “NIA N/A NAA N/A N/A N/A N/A N/A

. . . \ s
. * 1938 40.4 N/A w « 0l0 N/A 248.3 N/A N/A N/A 37 018 N/A N/A + N/A
<1936 N/A N/A N N/A N/A N/A N/A N/A N/A LN/A NiAss 'NIA N/A N/A
1937 NIA N/A 0s N/ NIA N/A N/A N/A *ON/A 39 N/A N/A N/A N/A
1938 N/A ~ N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A . N/A | N/A N/A
< T 1939 N/A 488 0.5 N/A oto N/A 2750 N/A N/A 39 YN/A ot4 N/A N/A
* ’ -

1940 439 ~ so ! *N/A N/A N/A 300.3 294 1° N/A N/A N/A ° N/A 'N/A N/IA N/A

Fi 2%} N/A 568 0s N/A 009 NIA 3287 N/A ‘ N/A 40 N/A, 012 N/A t NIA

1942 N/A 658 N/A N/A v N/A gN/A 3442 N/A N/A #N/A N/A . N/A N/A N/A

1943 N/A 73.6* 0.5 N/A 007 N/A * 3519 . N/A N/A %41 N/A -~ 012 N/A N/A

\)4 NIA 807 . N/A N/A N/A N/A 360.2 ~ NIA N/A N/A N/A N/A N/A N/A

. . \
E MC ses at &hd of table. ‘ LN . . ~Cantinue
’ .




Table 7-Ratie of property taxcs to wealth, sgrical

1 sectors, United States, seiectrd zmemment years, 1909-75—Continucd

- Agricultursl sectog 4 Nooagricultural wcu:: . e
- v Ratio of taxcs : - .
i Wealth! toweslth » N Weald? - Ratio of taxes to wealth .
o . : Kendrick ~\ Kendnck
End of - Goldsmith “Saving™ “Coaference Board™ Goldsmith “Saving" “Conference Rosrd™
ansesy N * T - - ’
rment Bah?cc Propet% Balsnce Balance - Balance Balance N \ Balance
yeur . Tostkbe  Shéct  tawes’  Tosiebe  Shect  Tomkbe - Sheet  TowkBE®  Sheer,  mtes’  Tostkbe  Shect  Tosdebe  Sheets
¥ oo pillion dollars sttt T A cecaveessssnceoans Billion dollarg e cemesreranes e
. . .
1948 750 £7.3 - 0.5 007 v 006 3953 + 3830 N/A N/, o o011 012 N/A N/A
1946 N/A o 99.2 06" N/A 006 IN/IA 4718 N/A NN 49 N/A « 010 N/A N/A
. 1947 N/A 110 0.7 N/A 006 ¢ N/A 566.4 N/A N/A 54 N/A - .010 N(A N/A
1948 NI/IA 1183 0s N/A 007 N/A 6180 N/A 5239 , 2 60 N/A .olo N/A '.012
1949 N/A 1168 0.9 N/A 008 BIA 643.7 N/A 5439 6.4 N/A 010 N/A 012
1950 107.4 133.5 09 008 o7 N/A N/A 639.2 613.1 7.0 N/A NIA o1 O11¢
L1951 N/A .149.0 1.0 N/A .007 N/A N/A N/A 687.5 7.7 N/A . N/A N/A 011
1952 N/A J474 1.0 wNIA 007 N/A N/A *N/A 726 1 84 N/A N/A N/A 012 °
1953 N/A 144.5 1.1 N/A 008 A N/A N/A 761.0 8.9 N/A N/A N/A 012
1954 N/A 147.1 1.1 NIA 008 A Ng'é& « N/A 793.1 9.6 N/A, NIA\ N/A 012
. .
. 1958 N/A 150.9 ‘IJ - NIA » 008 N/A N/A N/A 265.7 105 - N/A N/A N/A 012
-7 1936 N/A 158.6 1.2 N/A 008 N/A « N N/A 947.3 . 8 Y NI/IA *N/A N/A 012 .
. 1957 NI/IA 166.6 1.3 N/A 008 N/A N/A N/A 1,012.6" 12.7 NI N/A N/A 013
1958° N/A 1816 - 1.3 N/A 007 N/A N/A N/A 1,052.0 13.7 N/A N/A N/A 013
-~ 1959 N/A 1849 14 N/A 008 N/A N/A N/A L1221 . 15.0 NIA N/A P’IA .013
. 1960 N/A® 1866 ¢ 1S N/A ,6 008 N/A _N/A N/A 11750 16.5 . N/A N/A NIA 014
1961 N/A 1942 1.6 N/A 008 N/A NIA +  N/A 1,2108 173 N/, N/A N/A 015
1962 N/A 202.4 1.7 N/A 008 N/A v .5 N/IA N/A 1,268.8 18.1 N N/A N/A 014
1963 N/A 209.6 1.7 N/A .008 N/A T NIA N/A 1,341.8 19.5 * NIA N/A N/A .015
1964 NI/IA 217.1 13 N/A 008 N/A N/A N/A 1,425.9 208 N/A N/IA' N/A 015 .
Sec footnotes at end of table. , : ‘ ~Contitued
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B Table 7-Ratio of property taxes to wealth, sgrcultural and nonagricultural sectors, United States, scdected assessment years, 1900-75
= |
Agriculral sector o Nonagricultural sector
. o Rauo of taxes . !
Wealth® to wealth Wealth? Rauo of taxcs to wealth
o - e S
. . Kendrxck o Kendnck
End of - Gotdunith “Saving” “Conference Board™ Coldimith “Saving” “Confercnce Boand™
assesy ° Y
. ments Balince  froperty Bafance . Balance . Bapnce  Propenty Balance _ Balance
year Tostlebe Shect taxes Tostlebe 2 Sheet Tostlebe Sheet Tostiche ~ Shicet taxed Tostlehe Sheet Togtiebe > Sheet
«eaneet o Bullion dollars - - - N - e PO mene Billion dollary ~c-vvereen wrreoe e . . > ‘
“ ~ P . ) ~
1965 TNA 232.7 190 .~ NA | 008 N/A N/A NIK 15268 2.8 N/A *NIA N/A 15
'* 1966 NYA 245.5 2.0 N/A . 4 008 N/A NIA N/A 1,660 7 24.0 N/A N/IA N/A 015
1967 A 258 1 2L N/A 008 N/A N/A N/A 1799 7 256 - NA T ONA N/A o014
1968 N/A 275.2 3.3 NIA 008 N/A N/A- N/A* 1.970.8 284 N/A N/A N/A 014
1969 NJA 2824 2.4 N/A 009 NIA 'N//A N/A 2.176.6 3.7 N/A N/A N/A 015
' . ~ . + .
1970 N/a 292.5 2.6 N/A 009 N/A s N/A N/A - 2,359 ; 353 N/A IN/A N/A 018
1971 NIA 315.4 2.8 N/A 009 NIA N/A N/A 2.563. 39.3 N/A N/A N/A 015
1972 N/A 3560 2.9 N/A 008 / N/A N/A N/A 28338 42.4 N/A N/A N/A 015
1973 N/A 436.5 2.9 N/A 007 N/A N/A N/A 3,138.6 44.8 N/A N/A N/A 014
1974 N/A 482.5 3.1 N/A v 006 NIA N/A N/A 35256, 484 N/A . N/A N/A 014
1975 NIA $45.2 N/A N/A N/A NIA ¢ N/A - N/A } 3.795 8 N/A N/A N/A . N/A N/A
- + T
N/A = Not avallable. | ¢ - ¢

Tablts 3 and 4. Furst level of this tolumn heading identfies the source of the nationa!

Y F o




t:}ndm nat clear in the late 1940, because the serits is spliced and the data

* differ by ,002. In 1952, the ratio rose to .012.It increased again in 1957,"dnd
apparently was not affected by the 1958 recession (unlike the agricultural ..
ratio). In 1960, it rose again, and for the rest of thé time period up to 1974 it A
fluctuated berween .014 and .015. , T ) . .

At is important to consider the role of tax-exempt property in thé non-
;)gp;qultural sector. In the nonagricultural sector this includes most of the non-
profit sector: private “educational institutions, foundations, and churches.
Historically, these institutions have been exempt from property ‘taxation

“under vafious State laws. Qver time, 2 growing number of States have added
L »

more kinds of institutions to the tax-exempt list. -

. There also is property that is wholly or partially exempt in agriculture, but
- it is unlikely that its relative importance approaches that of the .nonprofit
institutions in the nonagricultural sector. However, the situation for the agri*
cultural sector could be changed-as more States ‘adopt differential assessment
laws and exempt farm persondl peoperty from taxation. Excluding the non-*
profit sector from the nonagricultural sector would cause the tax/wealth ratio

to rise, unless the sector is so small as to cause no measurable change.dpalso

. would terid-to cause the ratios of property taxgs to wealth to widen between

th&gricultural and nonagriculwral sectors, other things being equal.
- Very little information éxists on the role of the nonprofit institutions in
“the nonagricultural sector (19, 72). Available data are summarized in table 8.
It should bapoted that the “nonprofit sector” includes data only for selected
_ institutions. No information is available on what percentage this estimated
nonprofit sector is of the actual nonprofit sector.
Controlling for the presence of a nonprofit sector in the nonagricultural

. -sector obviously would not alter the result that the agricultural sector pays less

taxes in proportion to its wealth than does the-nonagricultural sector. Whitis
) surprising is that the gap noted above did not widen significantly between the "
““swo séctors. In 1933, the nonagricultural “profit” ratio was .016, whilethe  ~ u
agricultural ratio was:010. In 1968, the ratios were .014 for the nonagricul-
- tural profit sector and .008 for agriculture. The range of differences in ratios
between the two sectors varied between .002 (1949, one estimatg) and .006,
(1933 and 1968)., . -
Analysis of the data over time réveals that the nonagricultural profit - - ‘

sector’s r&tio declined b%wcc/n 1933 and 1949, and then rose between 1949

_ and 1968, The agricultur, sector’s ratio rose between 1933 and 1939, declined

« by 1945, and then sose slowly until 1968. These data parallel those presented

above in table 7. In short, un;il”fcgcnt years, the relative size of the nonprofit
sector has been so small that it has not had much influence on the resultant
tax/wealth ratios when netted out. .

. Thus, coptrolling for the presence of a tax exempt sector does not alter
the situation mucy. The agricultufal tax/wealth ratio is still consistently lower

) ' . .
- IKTCMn the ngpagricu|tural ratio’and a comparison of the results shown in tables 7

d 8, shows that the exclusion of the nonprofit scctor in the nonagricultural .
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<y Table 8—~Ratio of property taxes to wealth, sgri Al scctor and gri -~m"m.uwsmgmmzmtm
Wealth! * Property takes? . Rstiaof property taxes to wealth
. - ‘Sclected nonsgriculron Nonsgriculural ] Noaprofit ndn- T Agricutun
I Agricultural gctor nonprofit institutions “profit” sector . agricultural sector sector
- . . N
Esdof Goldsmuth = , Goldsmith . Goldsmith o
evcw- K . he *Institu- “Instity- Api Nonagri- “fnstitu-
F ment  Goldsmith Balshce Goldsmith dbnal Goldsmith tional ttural tural Goldsmith tionsd  Goldsmith Balagice
et “Saving™? Sheet?, “Saviag™ favestot™* “Saving” Investor” sector sector “Saving” tavestor”  “Saving” . 3
L eveereceemeseriieesanoaans reeeeeenanrennan Billion dollars + ++ - P [ . ” /
. . -
1.5 N/A 54.2 N/A N/A NF/A N/A N/A N/A N/A
2.7 N/A - 97.1 N/A N/A N/A N/A N/A N/A N/A
5.2%. N/A 227.0 N/A N/A NIA N/A N/A - N/A N N/A
7.3 N/A 3240 NIA NIA “N/A * NIA N/A *N/A N/A
6.2 N/A 236.6 N/A o4 ' 3.7 016 N/A 010 N/A
69 . N/IA 271.3 N/A 0.5 39 014 N/A 011 .010
8.1 N/A 376.1 N, 0.5 43 . 012 N/A 006 006
128 N/A 623.9 0.9 64 ~o10 N/A 007 008
N/A 23.0 N/A 745 1.0 8.4 N/A 011 N/A 007 +y
N/A 44.7 N/A |« 1,258,7 1.5 165 L N/A 013 N/A 008
NA 876 NIA 2,047.2 2.3 284 " NIA 014 N/A % 008
‘' N/A = Notavaidable. o ’ ’ , ’
'Tota! wealth s the sum of the wealth of the snicultunl sector, selected ltursd nonprofi the gricultural *profit”* sector. *Table 1. Dats were adjusted backward 1 yeae
O .hmtym Table 4. 4(17, Table W-25; 19). * (72, sble nm. - . . ) . f -
. & . ‘ i ”
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sector doe¥not materially alter the range of differences in ratios between the

. twosectors, - . :

.. What are some of the probable causes of the differenc in effective tax

rates between the two sectors? First, although assessment ratios are set by law,

|, effectjve assessment ratios could differ systematically between ruraland urban
areas. Some reasons fot this are: (1) some States with classified property tax
systems assess farm property at lower rates than other property; (2) rural farm-
land does not “turn over” as rapidly in the market as does urban real property,
so it is more difficult for assessors to gauge rising market values in rural areas,
(3) assessment quality may vary between rural and urbén areas, (4) State laws
.permitting dlffe;cnnal assessment of farmland and exemption of certain classes
of farm pcrsonal property are becoming more important over time and would
in most cases gffectively lower the assessment ratio for farm wealth.

Second, the existence of overlapping jurisdictiols, such as some combina-
tion of municipal governments, school districts, township governments, county
governments, special districts, and State governments, taxing the same tax base,
will cause the aggregate value of all levies to vary from jurisdiction to jarisdic-
tion, It is unhkcly many farms pay municipal taxes,sherefore, owners of non-
agricultural property would probably have to pay taxes to at least one more
jurisdiction than farm owners typically would. J -

“Thirdly, the quality or quantity of public serviccs may simply be lower in
rural than in urban,areas. The property taxes necessary to finance those
services would thus be lower.

Assessed value of farm and nonfarm propcrty A prchmmary evaluation of
some of the possible causes of the differences in effective tax rates could be
developed by determining what percentage of total property wealth assessed
values of property account for, by sectors. This percentage would measure to
what extent agncultural property constitutes the total property tax base. There
are problems in this approach. Methods for obrtaining assessed values vary
between States with regard to the following items, which can be loosely
class:t' ed as a definitional, aggregation, and data problems. ~agy .

First, consider the role of totally exempt property. Most States do not
assess thc value of totally exempt property. Theoretically, at least, this prop-
erty is counted-as gross wealth and as such should constitute part of the
property tax base. This is 2 definitional problem. Also, the kinds.of institutions
exempted are determined by law and vary from State to State. Thisis a prob-
lem of aggregating unlike QUammcs As mentioned above, most States'dg not

. keep datason values of total exemptions so information is not available to cor-
rect the raw data; this is a data problem, -
" Second, there is the role of partial exemptions. These are sct by law to be
a fim€d value, a proportion of household income, or some other figure., The par-
tial exemption may be applicable only for specified purposes, such as school
“dutqm A value can usually be determined for partial cxcmpnons by, sub-

e,

g net assessed value from gross assessed valttation, numbers ‘which most
States tollect, Since these vary between States, the probl!.,m is one of aggre-
gatmg dissimila¥ quantities. . -
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Lastly, there are diffcrcnccs'in assessment ratios. These 'also viry from <

State to State, making a problem, again, one of adding unlike quantities. In
addition to these problems, there is difficulty in obtammg comprehensive data

*’Bn assessed valuations. The Census of Governments provides data on gross =
assessed valuations of locally assessed taxable real property only for selected :
local areas (56). More complete data are available for locally assessed personal
property, but this excludes the value of propereyassessed by States. As for the |
farmland component of the property tax base, the Bureau of the Census counts
farmland in the category “acréage” which also includes timber land and vacant
land. So data on farmland can be only imprecisé§Because of these definitional,:
data, and aggregational problems, it was not possible to determine how much
the farm sector provides of the total tax base.?¢ . - ‘

i

INTERNAL AGRICULTURAL SECTOR (QANGES ‘ <

v -

’ The focus now changes to factors within the'agricultural sector. The tech-
nological revolution on farms and the accompapying outmigration of people
from the agricultural sector of the United States has begn well documented. {n
this section, the purpose is to relate some of the internal sectoral variables that
have sifown great change to the propcrty tax as this tax pertains to the agricul-
tural sector. This is done in a histoyical context in an attempt to gain more
understanding of the degree to which the role of farm property taxation has

) changed through time. Data limitations confine most of the analys:s to this

o " century. o . .

Number of Farms .
[} ’ ?

) The changing number of farths has impliifations for the prOchty tax. The
number of farms declined from 5.86 millicM1902 to 2.43 million in 1925-a
58.5 percent drop—following:the well- known trend (table 9). The farm'real
~ "% estate tax payment averaged'only $19.17 per farm in 1902. Declinipg -
farm numbers combined ‘with a steady rise in taxes increased this figure 60
R times t0 $1,174.77 per farm in 1975. The farm ‘real estate tax accounted fof

the bulk of farm property taxes throughout this periog, ranging from a high of
90.5 percent in 1934 to a low of 78.0 percent in 1952 (table 9). (Data are not’

available for years prior to 1927) Although these data arc interesting in them-
¢ -

[

-

-~ .

* Nevertheless, the Bureau of the Census (61) has derived a U. S. total for gross and
net assessed valuation of property for'1973 and 1975. The ﬁgurcs are as follows:

.
=,

Ce Item e

) - - - - Amount
. -’ : . ) Co1973 ¢ 1975 .
. - ' Billion dollars o
. Assessed value, gross total . . ~.'872.6 10963
. *Amount exempt : 27.6 34

. Assessed value, net total 845.0 1,062.9 /

Q : : B ‘47.
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Table 9—Farm property, taxes per farm, per acre, and per farfii person, United States, selected years, 1902-75' ~

r Ly
) Farm . Farm real - - . Farm¥
N real estate ,.  +cstate tax/ - - ' Farmrea ° propérty tax
F ' «" Number taxper Total farm/ Taxable * estate tax Farm per farm
“Year . of farms farm \ property tax * farmland? | pér acre - * , population person’
- Million Dollars Percent Million acres Dollars - Million Dollars
1902 * 5.86 . 19.17 N/A Y : 828 B VPR N/A N/A
1913'g 6.39 . 34.06 N/A 903 | 24 32.3 , N/A
1922 _6.42 7955, . -, N/A . « 942 .54 32.1 N/A
1927 7634 ! 8646 * 879 ° -~ 950 ' .57 305 " 20.31 ¢
1932 6:50. 70.95 . %04 ° * 1,014 . A5 33,4 116257
- 1934 . ¢ 6.71 . 5728, 90.5 - 1,041 37 32.3 « 13.13
1936 6.67 58.87 89.6 1,050 ' .38 31.7 13.88
1938 638, 62,56 * 89.3 - 1,042 .38 310 ? 1447 °
1940 6.10 65.75 88.9 1,034 . .39 30.5 . 14.80
1942 - 6100 66.58 . 85.7 042 . .38 28.9 16.12°
E 1944 5.91 . 71.00 83.9 }1:051‘“ T40 24.8 2013
L 1945 5.86 - 78.78 836 | 1,955 ' 44 24.4 22.80 Y
1946 576 89.43 ® 840 1,058 49 . 25.4 24.30 -
1947 5.67 ' 106,21 . 826 1,060 .57 25.8 ' 28.41
' 1948 . 5.57 . 117.14 81.4 1,063 62 T 244 ) 33.04 «
L 1949 5,48 . 128.4Q © 80.9 .1,066 .66 24.2 . 36.06,
1950 5.38 v 13748 ' .80.8 1,070 .69 230 - 3997
1951 5.23 149.37 788 . ¢ 1,071 .73 21.9 45.00 *
1952 5.08 ;15890 A89 1,07t -ap 76 21.7 47.88
" 1953 4193 . 172,84 79,3 1,072 .79 ~ 199 . 53.68 ¢
1954 , 4.78 183.00 80.3 1,073 82 0~ 190, 37.60
y 1955 T, 457 . 202.43 80.7 1,063 .88 19.1 o 6043
1956 4.35 221,41 81.6 + 1,053 : 92 .- 18,7. . 6383
e footnotes at end of‘mec. - ' . ! N . " " s c o, ~Continued
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S “Table 9—Farm property ‘taxes per farm, per acre, andper faim perSon.}dn/it;d States, selected.ycars, 1902-75"~Coatinued T
» o ¥, v .
14 .- * * -, . v . .
M v s Farm . Fatrmreal *, o . Farm -
- S > real estaté™: ‘estate tax/ Farmreal, | °* , . property_tax
' R ~ ,Number * " - saxper Total farm estate tax Farm per farm
’,,;.. . . Year ;o‘f_ faltms - farm N B progerty tax' i per a::y/‘< : population ~ ‘ .hpcrsonﬁ iy
- T . i %Ibon . =7 Dollars, Percent Million acres Dolldis Milion ~ « Dollars*
- ‘ . 5 P T . . B ’ A"-‘ E: ) &
L. 1957 w13 O eeasens . tBL9 . 1,044 99 = 17.7% & 71.20
no 1958 32 ., < 27700 * 813, - 1.033 L0517 7770 -,
Le¥ a0 1959 370 +311.74 * 808 . 1,025 . 113 T 16,6 86.07 . ~
L e 1960 $.60 ’345 .31 81.3 . . 1,024 ©1.21 15.6 98.03 m
L 1961 3.49 . * 375.75 . . 81.5 . 1,020 14.8 - 108.68°
. 1962 338 . 40610 -81.9 1,017 * 14.3 117.22 )
, . 1963 > 32?3;‘ ' to43366 - 7 o 816 1,014 1.40° 134 .- 12956
| 1964 -316° O, 464.44 -« 81.6 Toee 1,011 1.45 13.0 138317
@ . e " 1965 309 o 49747 § . 8L9 ° 1,001 1.53 . 124 151.16
o 1966 3.02 ‘o sarmy 992 1.65 ™\ 116 . 17252
N L Y A 294 ° - 587.81 - 983 v =, LT76 10.9 194.13
1968 2.87 N654.99 974 N 193 7 10.5 217.58
o 969 * - 2.80 727.62 965 - 2.1 0.3 . 235.64 S
970 ¢ . 273 794.54 - 956 . . 227 e /9.7 265.14 -
. voor SN9TL Y 1 266 89 « 990 -, e 240 ¢ 9.4 296.22
S, 92 (v 2,59 7, 9585 . 986 . o 250 .96 30079 .o
- 1973 *- 252 % 997.50 982 ., .. .56 . 9.5 308.82 -
- <+ 1974% 7 245, 1,082.37. 980 . 2770 § 332.91 )
{ T T 1975° 2243 - - 4 . ’849 . 4979, . ' 292 ", § 89 3377.90
-~ . , Y N W - T " ry T - - -
AR N/f\ = Not available. o e - . - .
v 'lndudcs Alaska and Hawan beginning with 1960, ’Unpubllshed data from' the farh rczl estate’tax serfes (6). Bated on data (rom the Census of
" " Agricilture fog the l90?2$g¢rt’9d‘and from thc Statistical Reporting S¢rvice thcrcaftcr ’Prchmmzry . . . < ‘
- r - . - . - * . 4
M Q ‘ d . - & o .
ERIC Sources: (6, 7, 12, 48.54 A6 . e 5 ‘)’ “ ) ;
oI L .. ) """ N 3" AR N A S O




AT selyes, threy do not ca the significance ol a comparison ol properiy taxes
T withY rod,ucuon expensésor incomg, Which is done below. ’ '
e Taxablc Farmland Lo ) 7 - C ok
- ccording'to the Census gfgAgriculture, the total land in farms mcrcascd
ﬁe from 841.2 million acres in 1990 to 1,021 million acres at the time of the ° ’
itest census in "1974, an increte of 21.4 percent (52, 54)This reflects the B
addition of four new States to the Union during this spah plus the addition of' -
farmland'in the rcmalmng States, Taxable'farmland increased, fronr 828 mxlhon e
. acresin 1902 to 980 million adregin the agl’icultural census year of 1974 foran - .
. increase of 18.4 percent (table 9). Taxable farmland peaked at 1,073 million '
acres in 1954, The slower rate of growth of the taxable farmland.‘scncs and
resultant dwcrgencc between this series and total land in farms reflects tljp
better accounting of public and Indian lands in the Census of Agriculture’
beginning in the 1930’s. In 1975, taxable farmland was estimated to be only ' .
- * 901 pereent of all land jn farms.: Tlus reprcscnts the largest pcrccnzagcgap %
observed to date Between these two hililiical series.
Taxes per acre have inéfeased fr 50:14 per acre in 1902 t0 $2.92° per’
b acre in 1975.0r 20 times (table 9. A ough of interest, taxes per acreaflgures e
are not as important as taxes pe 100 of value or taxes com .x ) . '
mcomc Bothof these conccpts lexp19rcd below. . o

’ L

¢ .. - .
Farm.Populatlon : 5 . S A

’ ’

* TheUS. farm population declined from 32.3 mllllon-m 1913 to 8.9 mil- .
lion in 197§ foF a loss of 72.5 percent during the pcnod This wcll-documcnted -.
loss, coupled with rising taxes, caused from property tages to climb Jfrom |
$20.3"1 per farm pérson in 1927 to $377.90 per farm perso, 1975 (tablc 9) .
Thls.cnghtecnfold increase, as in the number-of-farms case; g:ltcrestmg, but

‘< not nearly as 1mportant asa companson of taxes with producnon g‘)sts and -
income—which will be presentéd below. . e i
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Value of Farmland and Buildi

The value of farmland and bulldmgs (VLAB) m private ownership
. increaséd 17 times (from $20.3 bllllon# 5367 4 billion) between 1902 &nd
+ 1975 (table 10). However, the farm real estate tax per'$100 of VLAB was rela-
tively stable thraughopt the period (table 10). 1t was $0'55 pcr 5100 of VLAB "t
- in 1913, increased 10 a p}:f $1.52 i 1932 (the Great Depressio g

B PR
A Y

4 rcasc%o $0.77 in 19 and after a stcady ¢limb to $1.Q0 in 1950' At
emained quite stable until’the 1970's when a dcclmc began. P

=, The rapid consolidatign,of fapms and optmigration of farm  people has led AP

‘a .decreased Aeed for farmsteads. But thcrc is'the rémammg question of H

whether the residual farmstcads are rclanv l drc valyable, thus compensat-

not bccn thc‘ owovcr Farm buxld’mg values A




.

-

“ Table 10~Value of farmland and buildings, and farm real estate taxes per $100

:“ of full value, United States, selectéd years, 1902- 75!
oo ’ ~Value of Farmreal * ' Farm building . . Value of
_y ' farmland’ estate taxes value/ . farm’real
T and buildings per $100 Farm Yeal estate/
<r. - v in private - of estate Valucof all &
- ¢ Year awnership? full value value farm assets
.o . . Billion T . ;
. . dollars “ DoMars Percent Percent, -
., 4902+ 20.3 . N/A NAA N/A
" 1913 32.4 " .55 ¢ N/A N/A
Y 1922 529 . .96 N/A NA L
. " 1927 47.4 1.16 N/A N/A
Q. o2 37 1.52 »7 - N/A
. s v, 1934 336 1.17 31.3 T eN/A ¢
* 1936 35.4 L1l 32.4 N/a
1938 © 342 ° 1.17 31.4 N/A
& & 1940 341 ¢ L8 29.4 63.5
* > 1942 41.2 °.97 29.0 59.6 '
19 ., 531 .79 29.2 57.0
8 <194 60.5 < 77 ﬁ 57.2°
T 1946 678 ° .77 . . ~ 589
. 1947 129 837 . o 279 58.8
. 1948 758 % .87 28.4 57.6
Y e 1949 74.4 .95 7 - 286" - 56.8
<1950 745 1.00 <293 / 56.8
- N 1951 -85.7 91 28.7° 57.2
' 1952, . 941 . 86 . 284 . 569
- 1? « - 955 89 .~ 27.8 ., 587
. . * 1954 940 93’ 28.4 58.9
) 1955 97.1 } .96 27.6 59.5
= .. 1956 - 1016 .96 26.2 60.7 .
© . 1957 108.8 .94 26.4 623
. 1958 113.9 <95 . 250 “62.4
: 1959 12227 » 94 242 .61.6
. 1960 281 97 23.1 64.0 :
Tt 1961 21296 e, . 227 646 }
. ’ 1962, 135.6 1.01 225 7 64.9
.. 1963 . 1412 1.00 218 65.0 ;
-*1964 - 149.6 © .98 21.1 664 ,
1965 157.3 - -} 20.5 67.9 &
y ¢ 1966 167.4+ 98 . ”w 197 67,8
N 1967 -177.0. | © ~98 19.8 68,1 ;
e e . 1968 - 185.7 'l R I 19.2 68.5 .
. 1969 194.1 1.05 19.4 ° 68.2- i
. . 1970  , 200.1° ;’ 1.08 . 18.4 67.6 i
o 1971 216.8 1.09 ’- . 177 67.7 ;
. , 1972 . 3.5 1.05 . °¢ 17,7 67.4 {
o : 1973 »ﬁ.z 1 ’ .96, i 7.2 . 672 *
' 1974  ~ 3B .80 ; 17:2 68.3 i
-~ " 1978 674 Y . .76 17.3 ° 71.3 . )
v - ; ‘tﬁ;ﬁ ="Not availablej ~ ey ’ ‘1
" ! Includes Alaska anp Hawatl bog;“ng wnh 1960. .sUnpubhshcd data from y!
. the'farm real estate tax series'(6). f S
. P
. L Sources: (612, 62, 64), N~ L £ ;
~
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. as a percentage of farm real estate values (land and buildings),decréased from

- ,29.7 percent in.1932 to 17.3 percent in 1975 (table 10). Thqdcchnc has been .
steady sinee the high of 32.4 Jpercent accounted for by buildirigs was feachedin  * - .
1936. Thus,7evidence suggests that the farm real estate tax has been b::comlng

. increasingly a land tax. ~ o .

= The situation regarding the value of farm real estate as a pcrccntagc of all '

farm assets has been miich morc%t)ble USDA figures Show that thjaiuc of N

farm {eal estate (land and buildings) was 63.5 percent of the ‘value of all farm

1940 (table 10).7 The figure was 71.3 percent in 1975 and the inter- - .

Hw only mild fluctuatiop. This finding 15 corrob,oratcd by the

classic work of Tostlebe (51). He found that the value of fa{mland and build- —

ings was 78.1 percent of the value of all farm physical assets (land and build- |

"ings, implements and machmcry, livestock, and crop mven‘toncs) in 1870 and v,

70.1 percent in 1950 (51, p. 36),The pcrcMas not above 81.5 (1925) in =

the interim. One must thus concﬁxde that’land and buildings have formed a

stable basis for farm taxaton for a long time and that recent yczrs have seen . F

little changc in this situation. r

¥

AY ] v

Real Estate as an Input R ’ : N 2 '
Real estate accounted for 83.1 peycent of all farnt propgrty taxes.paid

during the 1927-75 period. Because land forms such.an important part of the

farm property tax base, it is important to examine whether it has been declin-

- ing in rclatweunportancc as an input in the agricultural sector* Any suth .

decline would mean that the rationale of farm tixation on the basis of real

estate waseroding. ‘Some would go so-far as to urge the abandonmem of any

tax base incapable of keeping pacc with technologlcal change. Suclta de‘clmc
could help explain any deteriorat crty taxation revenues not only
mtcrrlany-to the ag! Ficultural sect but eX@rnally as well [¢ might partidily
explain the decline in the share of the total' U.S. property tax contribution &

accounted for-by the farm sector, as was shown in table 1. . pe

But land s a basis for taxation has not deteriorated. Indeed, it lias becn

oss
PR

quite rcsponswc ta 1hflationary pressures and farmland has attracted' a class W
of non-farm investér buyers that view their land at least in part as a consump- * 4
tion good or tax shelter. Land accounted for 18 percent of .the'inputs used | x
in-agricultural productlon in 1975 (table 11). 1t also was 18 percent of total*’ .

lnphts in 1870 anzf h“s‘ﬂh deviated much from this over the years. One must,
thcrchx'o,.look to bther reasons to explam the changlng role of the farm real,
estate tax in the tdx systems. . s .
Another way 0, examine real estate as an“input is to view it as a produe-
' tion expense. Farm.rcal estate taxes were 4.4 percent of togl productlon
‘ ¥

‘ot «
LIS ‘e

2 -~

[PIPRURPNRRN

”'Farm assctsj lude real estate, ljvestock, mad?ncry and motor Vchlclcs cadf

stored on and off f , houschold equipment and furnishings, deposns and currericy,
u.s:. uvmgsrbonds, a‘nd mvcstments in cooperatives (62),
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. . . {ablc 11—Fdrm inputs: Percentage disaribution of subgroup indexes ¢ T .,
. T -, ) —_— Feed, sced and . . - -
R Real Power and Agricultural livestock— Taxes and, - . PR .
Year Labor estate’ machinery chemicals’ purchdses? interest  ° Misccllﬂ'rius‘ Toral
. ) . En——— Ry , . -
_ 1870 65 18 3 0 - 3 1 . 100
1880 62 19 » 4 0 : 3 , 12 i 100
oo 1890 60 - . 18 5 1 . 3 N 13 <. 100
- .- 1900 -57 19 7 t 3 - » 13 .« 100
. e 191C 53 ©.20 9 2 . 3 13 - : 100 .
‘ 1915 52, * 20 - 10 "1 . 2 15 . 100 ¢
) 1920 50 N 18 12 2 4 - 14 . 100
. 1925 49 *18 - 12 2, 4 . 15 100
. 1930 46 18 . ‘e 3. 4 v « 15 0~
1935 47, 19 13, . 2 . 4 . “15 - , . 100
-1940 T 53 - © 20 1 . 2 S« 6 3 ) 100 -
. ' 1945 487 18 15 ' 2. 7} 7 4 3, oo ‘
1950 38, 20 21 y 377 8 | 7 3 . 100
W55 - 322,719 24 ' 5 9 i 8 i > 100. 5j
< 1960 26 <19 \‘iz/ T 6 1 ;e 4 ’ 100 .
1965, 21+ 20 9 12 3 9 4 - 100 3
. .. 1970 16 . 18 25 : 13 14 ] 10 4 . 100 3
1973 15, = 18 T 26, 15 14 %, é 9 4 k3 100 é
1975 15 18 27+, 15 r 13 . 9 g 3 100 '
' . - > - 0 T
- = ‘Land In goverament programs 15 included in the real estate input group although much of thiy Iand cortributed hittle to agricul(ﬁ‘al peodugtion
4 '+ Inclydes f,e.rtilizcr,llim_c, and pesticides. > Nonfarm portion of feed, sced, 2nd livcuock‘purc,hzscs. ¢ '
- - L4 A y P A [, R ; i : . i .
fSougccs: (8, 67, plus supplemental ERS data). o ! 4 % <
. ) 8 A .
v~ - r LN
ERIC ; ; ; )
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. experises for the 1913-75 period (table 12).°° Throughout the penod taxes as

- a percentage - of production expenses have-been quite stable, except for pcnods

- of decreased demand for farm products and lowerfarm prices. Taxes rose to a ) )
high of 10.3 percent of product’on expenses in 1932 during the Great Depress ——  * °
sion, but most of the time they have been less han 5 percent. So, one must '
conclude shat farm real estate as an inpu  has ‘been quite stable’and °

. docs little to explain the decline in farm re es as a sﬁarc of all property ~ :
». taxes observed through time (table 1). "o o

~
r

“2  Farm Income ) . ’ C
) .One way of mcasurfhé the burden of farm taxes is compare them, with o
gross farm i income. This xnco"mc €oncept includes cash recgipts from farm mar- .

_ ketings, govcmmcnt payments to farmers, nohmoney income_from farm . ' (V,

- products consurned (including Housing), and other farm income {from recrea-  ° :
tion, atc.) (63). Taxcs when compared against this value can be regardéd as » ) (‘
business production expense. ) 5 . ’

., Farm real estate taxesas a percentage of realized gross farm income stood
at 2,6 percentin 1913 and 2. 9 percent in 1975 (table 12). It rcachcd a hlgh of .
7.2 percent during the Great Dcprcssron (1932) afid a low of 1.7 pcrccnt
during World War I1 (1944), but fomhr,long run this cost item for farmers has
. been remarkably stable. . -

The pattern for all farm propcrty taxcs\somcwhat snmllar The inclision . &
of personal property does induce a longrun downward treiid due to the ’
declining importance of these taxes (table 12). The farm propegty tax bill (real
_dnd personal) was 4.6 percent-of realized-gross farm income in 1927 and 3.4
pcr.ccnt in 1975. As with the real property portion, the high came in 1932 (8.0 -
pcrccnt) and thc low in 1944 (2.0 nercenty. Sdll, the longrun stabnhty has bccn .
quxtc 1mprcsswc w * <t

Jcs A conﬁnonly acccprcd means of evaluating tax bui ens.%_ citizensis.to |
cxprcss taxes as a proportion of pcrsonal income. Under this view, thc property
tax is regarded largely as'a tax levied on hpropcrtyrpwmrs to financc local

government Seryices Personal income is especially rdcvant since all ta{es must v ous
ultimately be pald from l\;:hofd income. , .
*  Fam pcrsonal incomealso i1s an jmportant conccpt since it includes =

income from botﬁ farm and nonfarm sources. The inclusion of i mcomc from

nonfarm sourccs wa new cdnsideration since it is not included in the national
- gncomc accounts 1 determining NIF (discussed>above in connection with ,

tablc 1) nor is it included in realized g¥oss farm income. Total personal i income - -

[
.« of thc farm populetion grew from $5.37 billi®n in 1934 to $45.46 billion i in”
= . 1925 (tablc 12). g . . . )
,';’,‘ :;‘ = A,%a i . [ "
« "*Farmr production cxpcnm inclyde current farm opcratmg expenses wages paid to ’ -
hxrcd labor (cash 4nd in-knd), outlays for repair of equipment and operation of farm,
putchases of feed, sced and livgstock, 8verhead costs such as depreciation and other capigal .
o ,i:onsumpuon taxes on farm property, and interest on farm mortgage debt (63).
3 v
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farm popuhtlon, United Stxtes.,.s\ctcd ye

, 1902-75 °

)
Table 12- Fu‘m propa’ty taxcs as a percentage of farm productlon expenses, and as 2 pér nugc of grosg farm ncome and pcrsontl income of the '
h ]

PAruntext provided oy enic [N

Al
z — ' "’ *
B . ) T - . ’ Farm popblation:
. : , N , Farm propcety Personal income
- Farmreal ° Farm real Farm property | Personal income . taxes/ from nonfarm
estate taxes/ _% estate taxes/ - taxesl” of farm . Personal income sources/Personal ™
Farm production "Gross famn Gross farm population, +of the farm incorne from all
Year , expenses incomt’ income all sources population? sources
- B T . - 0 T
Percent o * Percent Percent Billion dollars Percent " Percent
~ =, N
1902 N/A - N/A . N/A N/A . N/A N/A
1913 5.27 2.6.4 s N/A N/A ’ N/A . N/A
© 1922 R 34 4.0 N/A N/A N/A N/A R
. 1927 ! 7.2 0 . + 46 N/A It - N/A N/A -
1932 103 - 7.2 / 80 T N/A N/A <N/A
1934 - -8 & s =f ° 49 ", 5.37 » 7.0 T, 407
~.'1936 7.0 ’ 3,7 ) 41 , 7.23 5.5 36,5
1938 . 68 3.9 4.4 . 7.18 - 56 . 34.5
1940 +5.8 36 . 4.1 ©7.6p n; 36,3
1942 4.0 2.1 35 e 14.09 , ’ 0 . 28.0
1944 3.4 1.7 ‘.20 . 16.64 v 7 26.7 '
- 1945 . 3.6 1.8 22 17.21 3.0 256
. 1946 ~ 36 1.8 ‘ 21 ~ .. ' 2003 . 2.8 , 227
. 1947 3.6 1.8 2.1 2113 U X 25.1
1948 ° 3.5 1.9 .23 23,79 3.1 . " 24.4 -
{ 11949 -3.9 - 422 s 2.8 19.48 41 31.8
‘ , [ N . . 3 "
*$ée footnotes it end of thble ' ) 6 .L - ~Continued
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'l‘tble 12-Farm praperty taxes as a percentage of farm production cxpenscs, andasa pcrcennge of gross fu-m income lnd personal income of the

» - farm population, United States, selected yekrs, 1902-75* —Contmued . .
. . - l * Farm population: .
. . ' . 3 - Farm property .  Personal me
» Farm real Farmreal ' Farm property Pcm"ncome - taxes/ v ' fromnonfarm
- . estate takes/ estate taxes/ . taxes/ ‘of Tarm Personal income  © sources/Personal
. " ¢ Farm production Gross famy Gross fa . . population, of the farm + income from all
T Year . cxpenses . - income income all sources population" ’ *  sources .
- Percent . Percent—— ... —_ -Percent — =<~ - - Billion dollars Pegcent § s Percent
b . . ' - ' ) - ? -
1950 38 23 : 28, - . 20.35 - 417 30.8
1951 35 . » 2.1, . 2.7 i 22.66 39 287 =
1952 3.6 ] 2.2 . 28 22.00 , . 4.2 . 30.6
1953 39« T 2.4 3.0 19.70 4.9 ‘ 32.7
- 1954 4.0 26 3.2 - 18.34 5.3 . 32.4 .
1955 , 42 2.8 3.5 17.45 59 . 35.5
1956 4.3 28 : 3.5 17.65 6.0 ¢ 373
1957 ~ 44 £ 30, .37, - - 1746 64 . 37.9 .
1958 ' 42 2.8 . 35 : 19.21 6.1 34.8 i
w59 4,2: 30 . » 38 Y 17.53 7.1 40.6
1960 I X 3.2 4.0 18.36 7.3 St 394
*1961 4.6 3.3 . . 40, ) 19.05 ) t.7.3 ’ 40,1
1962 : ﬂs ' 3.3 4.0 19.74 R X . 42.3
63 .45 S, 38 4.1 ‘& 19.97 . T74 44.9
1964 146 3.4 <~ 42 19.76 71 49.3 ",
1965° . - 46 3.4 41 - 22.60 7.1 z ; '47.0 -
1966 4.5 3.2 4.0 © 23.81 i 72" ! 47.1 N
1967 . 4.5 3.5, St 42 . 2285 79, - 514

. ' . : . . .~
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N Tablc 12—F:rm property taxcs as a percentage of farm producnon cxpcnscs. and as a percetage of gross farm mcbrnc and personal income of the

.- farm ‘population, United States, selected years, 1902-75' —Continued '
> . ‘ . ) \ ) - Farm popflation:
. s, . s s Farm propcmy Personal income
Farm real Farmreal. .,  Farmproperty . Personal income taxes/ 5 from nonfarm
. estate taxes/ estate taxes/ taxes) + of farm Personal income sources/Personal
e . Lo Farfh produgtion * Gross farm ° Gross farm population, of the-farm income from all -
Year expenses income ° income ~ allsources— ~ 77—~ population® = T — seurces
- T Percent ’ Percent ' . Percent Billion dollars _ Percent <= Percent
. 1968 4.8 3.6 4.4 2490 .- . -.80 53.2 i
1969 4.87 . 3.6 4.3 26.86 : . 17 ¢ ‘ . 51.9, “
1970 4. .7 ‘ 4.4 27.38 8.0 52.6
1 . 5.0 3.9 4.6 - . 28.71 ’ 8.3 . 53.> N
* 19 47 . . . EX 4.1° L% 3y 7.1 . 513 :
1973 3.8 26 , 3.1 o 48.58 ! 5.1 — 40.2
" 1974 3.7 c 26 3.1 Y 1 45.08 - 5.8 - . 478
. 1975 ' 38 - 297 - . 34 45,46 ‘6.2 - 50.0
o “ $U/A = Not avallablc. L . . 4 : : - .o

'Includes Alaskz and Hawaii beginning w:r.h 1960. ’Total personal income before deduction of farm propcrty taxes. nc udes net rent paid to,

= _non-operator la.ndlords. H X .
p d ; o i ‘A '
Sources: (6, 48, 63). 40 : -
= « H s . % . v L
s 3 « ) ’\‘\ e b} . k4 - »
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popuftion were 7.0 fercent in 1934 and 6.2 percent in 1975 (zable 12). ’I‘hey o
rangcd from alow of 2.7 percent (1944) to a high of 8.3 percent (1971). More-
~over, they have shown somewhat more instability through time than have farm
property taxes as a percentage of gross farm income. Thus, from the vxcwpomt
of the houschold farm property taxes are somewhat more unprcdxctablc than . -
they were when regarded as a farm business expensc. B -
- The nonfarm pomon of farm’ personal income has been substantial fora
long time and its importance has bccn growing until Tecent years. Persohal .
*  income of the ffnjyhﬁbn from nonfarm sources stood at 40.7 percent of ;
A  all farm petson come in 1934 (table 12) It dtdmcd to 22.7 percent in -

1946, but it has been as high as 53.2 percent (1968, 1971) since. It stood at
— 500 pcrccnt in 1975. This reflects the growing 1mpox{tancc of aff-farm employ-
. mcnt at least until recendy. According to the Cénsus of Agriculture, the per-

R centage of all farm operators working 100 days or more off their farms
- increased from 11.5 percent in 1929 to 39.9 percent in 1969. 1t was only 29.9° T
percent as latc at 1959 showing the importance of the spurt’in such employ- .
mcntat Icast dunng the early 1960’s (53). Howcvcr more recent evidence has *,
*+  dstsome doubt .on whether the growth in nonfarm employment by thé farm
. popula on has continwed since thermid-1960° (71)
Ifvbrder to keep proper perspective one must be careful not to overrate”
. the 51gmfic1ncc of the nonfarm earnings included in farm personal income as a
one-way source of funds for the payment of fasm property taxes, The dapagri:
culturﬂ sector has made significant investments in the agricultural sector, and e
pays thes *and experignees lossés of income while operating in this se¢tor.
Indeed, the use of farm income loss to offset nonfarm i income fas attracted a
nugber of farm 1nvcstmcnt‘si)y relatively hxgﬁcuncomc nonfgrm people in
{cccntycax’s Thte spread of such “tax loss” farming has tended io further com-
phcatc:an a.lrcady quite con}plcx relationship begween the agncﬁltural gnd non- :
agnculpxral sectors as far as personal income is concerned (1 l)g

. ol
.o 3 - - : , v

» o f ) IMPLICATIONS ~ + - %

-

Ay .
.’ -

Th; evidence shows that the agricujtural sector historically has paid adis- * ; - .
propottionate share of its portion 5f national income to propety taxsﬁunn\g/ :

the 1932-75 period, farm propcrty taxes accounted for 8.0 pcr%'cnt of all prop- =~

erty taxes, but thc national mcomc.ongmatmg in.farming was 4.0 pcrccnt of -
“totgl national i 1ncomc Viewed another way, during this span ptoperty taxes ’
took 73 9 percent of national income originating in farming andionly 4.0 per- ! .
“cent of the nationaljincome orlgmanng in the nonfarm sector.”Fagm incomes )

" have typically bccn*(owcr than those ih the nonfarm sector, "bu} the bvidénce is - '

mconch’slvc whiether much of the higher property tax bill forarmers can be_
blam on the regressivity of the tax. The relative tapital intensity of the .
agricultural sector is probably the primary cause of its highef property tax
paym nts. T “ ,

T




Theé traditional view of property taxncidence Was that landowners bgre
the &ax on land, but that the'tax on buildings, improvements, and businesses
was borne mostly by consumers, in proportion to their consumption patterns,
The f:ropcrty tax (excluding the portion on land site value) was regarded gs an
excise tax and was thought-to be regressive because increases in income do not
lead to proportianate incteases in consumption, Moreover, historically the view

-has been that the impact of the ptoperty ‘tax on the agdcultural sector has been
quite regressive. ST e e

The revised incidence theory says that the propetty tax leads to a lower
overall raze of return on investment with the tax ultimately being borne by the
Qwneys of capital. Under the revised theory, funds move to lower gax industrics

" whifre the rate of return is higher, until the longrun rate of return in all sectors
—  becomes the same, ’
. Theimplications are that, under the nc)w theory. with owners of capital
@'bcaring much of the burden, a property t ‘ is less regressive for agriculture
than under the old partidl equilibrium model. Thus, horizontal equity’ vis-a-vis
the rest of the world may be somewhat b3tcr than under the traditional view,
Agriculture’s historigal lack of mark owt and greater capital intensity
@htcp the 2 priori potential significance of the niw);hﬁorctital approach for
the sector fo some degree over the nonagriculpiral sector—especially in terms
of reduced regressivity. But how the agricul scctor fares in.a comparative o
*" sensewith thé nonagricultural sector depen upon the rehtive distribution of -
capital ownership between the sectors by income level*Evidence suggests that
there is'a much higher ratio of wealth to income in the agricultural sector.’
Moreover, internal agricultural-sector wealth is skewed much m}prc\ toward the
lower end-of the income scale than is true for the economy as a whole. These
»  factors tend to negate a substantial part of the potential progressivity of the :
property tax for this sector under the new theotetical view. It follows that
- «under the new approach the ggricultural sector éould.still end up paying more
than its share of the tax, duc to_comparatively more wealth at g;hc lower in-
come levels. More evidence on the income-wealth relationships is needed, but it
" appears that the agricultural sector faces a horizontal inequity concerning th_c’/
. property tax no matter which set of Mump;idn?'is used. .
" But the property tax also may be viewed as a wealth tax and this leads to
other conclusions, When horizontal equity between sectors is measured by the
" ratio of taxes to wealth, it becomes evident in terms of this measure that the 3
agricultural sector traditionally has paid proportionately less ptj‘opc'rty fax than ,
. +has the nonagricultural sector. Available data show that this conclusion holds .
'for the entire post-1935 time period. In 1935, the ratio of property taxesto {
* . wealth was .010 (1.0 percent) for the agricultural sector arid 015 (1.5 perc- :
cent) for the nonagriculturdl sector. In 1574, the ratios were .006 and .014,
respectively. Throughout the 30-year span, the range of differeqce in favor of
the agriéultural sector ha$ varied from ,002 t0.007. (The fange \Was not signifi-
" cantly aJtered when the rionprofit $ectog was subtracted from the nonagricul-
" tural sedtor.) The above conclusions must be tempered somewhat because the
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evidence suggests that propgrty taxes are largely capitalized-into farm property
...~ values, which depresses the farm values and distorts comparisons with other’
«SECtors to some degree. - \

Neverthelesseas interesting as the tax-wealth data are, they dofnfat tepre-
sent a final answer to the question of relative tax burden between sectors.
“Taxes typically are paid from current income so the concern about the relative
rax/income ratios tends to dominate that for the relative tax/wealth ratios—and

~the concern for the agriculgural sector's comparative, “burden™ "continues: -
Various attempts have be taken to help the agricultural sector with its
~  pfoperty tax burden. These include laws: (1) giving preferential or use-value
assessment for farmland, (2) granting the exemption of major classes of farm
personal property from taxation, and (3) establishing some homestead and
circuit-breaker tax relief plans. There are pros ind cons to this growing move-
ment to, prov-i'ac relief by making such changes and thus eroding the tax base.
Farm'u$e-value assessment is no exception (2, pp. 85-86). The homestead and |
s circuit-Breaker approach _does’not favor.farmers in many instances. However,  *
» the exemption of personal prOpcrt)'r tends to give farmers a significant boost
becausd of their typically substantial investment in livestock and machinery.
E Viewed abstractly it would seem that further reform is required to make
the p;o'acni' tax more equitable for agriculture. But it must be kept in mind
that inj( movement to NONProperty taxes by higher levels of government, and
**  concénjitant increased intergovernmental revenues flowing down, to lower
govct}ﬁncr{tal levels, could cause local citizens to,lose' some degree o ontrol
over thigir local institutions. Despite criticista on a number of grounds, the
propsr(y tax has afford:’d 3 considerable degree of local flexibility and control
in ruraf areas. ] o i
- " Property tax incidence should not be viewéd alone, but rathet as partof a |
nat,idn;l tax system—Federal, State, and local. For cxamplc,-lo'ta}l property
taxes are a deductible item on Federal income taxes. Though: the property tax
may;‘aépcar to be burdenspme, it.may lower the Federal income tax bill of the
high;iljcomc taxpayer significantly. lntcrcningly, Pechman and @knér found
thatitlie U.S. tax system i§ virtually proportional with respect to into} for
the yast majority of families regardiess of the incidence assump\jéns éf their - .
;modek (45, p. 64). , ) = e/
. The longrun revenye dtability of the property tax in the agricultirl sector
largely is due to the stabiljty of real estate as an input and to increasés dn the ™ * "
valye pf farmland and buildings that have kept pace with the vatue of allfarm '
asséts, (The share of farmland and building valud®accounted for by buildings
. hasidkclined through time, however,) The basic historical factors tgat have - -
bccn;nﬂucncing the farm property tax do not appear lik’clw)changc signifi- -
veantly in the near future. Thus, tﬂh_cJongru’yxhdrizontaX ipcqu:ty‘gf the property =
, ta.x, bprne by t_tﬁggriculéurifscctor. when ‘measured in terms of ;ax/}noomc e
/La_tg ,;Hd(c‘fy to contm}li. _ " . ‘
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