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LIMITATIONSON INCREASESIN PROPERTY TAX ASSESSED VALUE

EXECUTIVE SUMMARY

There have been many efforts made acrossthe country to reform property tax administration,
and to impose variouslimitson the property tax, including limitson thetax rate, limitson theincrease
in the property taxes levy, limits on what is taxed, and limits on increases in the assessed value of
property. The latter isthe subject of this report.

A limitation on increasesin assessed va ues has obvious appeal to property tax payers. While
the individua property tax payer sees that the increase in the assessed vaue is controlled, it is
important to consider the broader implications of a assessment limitation.

Existing Assessment Limitations

Seven states have adopted a statewide limitation on the annual growth of property tax
assessment. Insix statesthelimitation appliestoindividual parcels, whilein one state (lowa) the limit
appliesto thetotal property tax base. Californiaadopted aproperty tax assessment limitation as part
of Proposition 13, which was passed by referendum in June 1978. Cdifornia slimitation isthe most
widely cited, largely because of the breadth of the provisions contained in Proposition 13 and because
it appliesto all types of property, not just homesteaded property. California limits annual increases
in assessed value to 2 percent.

Some of the limitations are very smple. For example, Florida's assessment limitation, which
only appliesto homesteaded properties, restrictsincreasesin assessment to thelower of 3 percent and
the change in the Consumer Price Index. On the other hand, Arizona, which adopted an assessment
increase limit in 1980, hasamore complicated limitation. The system worksasfollows. Each parcel

of property hastwo separate values, afair market value (FMV) and aLimited Property Vaue (LPV).



The statutory annua growth limit for the LPV is the greater of 10 percent, and 25 percent of the
difference between last year's LPV and thisyear’ sFMV.
Effect of Limitationson Property Taxes

By themselves, limitations on increases in assessmentswill not necessarily control the growth
in property taxes. Property taxes are the product of the property tax rate and the taxable value, and
the assessment increase limitation only affectsthetaxablevaue. Local governmentscan smply raise
the property tax rate in order to increase property tax revenue. Consistent with this, Preston and
Ichniowski (1991) found that rate limits coupled with caps on assessments were the most effective
in limiting municipa property tax revenue, and found that the effect was significant, up to a 45
percent reduction in the growth of property taxes. Shadbegian (1998) found that TELs reduce
property taxesper capitaby about three percent, whilein another paper Shadbegian (1999) found that
TELsthat are binding reduce property taxes per capita by 12 percent.

Much of the criticism surrounding the property tax and most of the focus on property tax
reform is associated with the premise that identical properties, i.e., properties with the same market
value, should be assessed at the same value but frequently are not. Acquisition valueisbased onthe
premise that properties with the same historic purchase price should be assessed at the same value.
(Neither system necessarily results in a close link between assessed value and income, which is
another basisfor equal treatment.) Given that the property tax isatax on wealth, fair market value
should be the basis for equa treatment. Thus, we focus on the disparities in the ratio of assessed
value to market value that arise as a result of acquisition value assessment.

The Assessment Limitation in California
Thereislittle research that addressestheissue of who benefitsand who loses from aproperty

tax assessment freeze, and the studieswe identified focus on California sProposition 13. O’ Sullivan,



Sexton, and Sheffrin (1995) and Sheffrin and Sexton (1998) provide the most significant anaysis of
the economic implications of the adoption of acquisition-value assessment in California. The
following discussion is based on those studies.

Acquisition-value assessment leads to property tax disparities. To illustrate, consider two
identical houses each worth $100,000 in 1975. Assume that the value of each property increases by
10 percent per year (so that market value is $984,973 in 1999) and that one of the houses sold in
1997 for its market value. The assessed value of the house that didn’t sell is $160,843 (the result of
the 2 percent annual increase allowed under Proposition 13), while the assessed value of the house
that sold is$984,973 (which isthe market valuein 1999). Thus, the ownersof identical houses pay
substantialy different property taxes; for thisexample, the owner of the newly purchased house pays
6.12 times more than the other individual. Thisratio isreferred to as the “disparity ratio.”

Thelevd of disparity depends upon theincreasein property value, the frequency with which
property ownership turns over, and the rate of new construction. For example, if property values
increased at 6 percent instead of 10 percent, the disparity ratio in the above example would be only
2.51; if dl property sold every year, there would be no disparity.

O’ Sullivan, et. al. (1995) calculated the actual level of disparity in 1991 for homeownersfor
ninecountiesinCalifornia: three urban counties, threefast-growing suburban counties, and threerural
and ex-urban counties, while Sheffrin and Sexton (1998) provide updated calculationfor LosAngeles
county for 1996. 33.2 percent of homeowners paid taxes in 1996 based on the 1975 assessed value
increased by up 2 percent per year, while 3.9 percent of homeowners purchased their homesin 1996
and therefore paid 1996 taxes based on the 1996 market value. For the homeowners who have not
moved since 1975, themedianratio of actual property valueto assessed valueis3.84. Inother words,

the person who purchased hishomein 1996 would pay 3.84 timesthe property taxes paid by aperson
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with ahome of equivalent value that they have occupied since 1975. For the homeownerswho have
not moved since 1985, the median ratio of actual property value to assessed value is 1.22.

Thedisparity ratios differ across the nine counties, and at |east for Los Angeles county, have
falensince 1991. Ingeneral, disparity in the assessed val ue across homeownersis greatest in urban
counties, followed by fast-growing suburban counties, and least for rural counties. Thisordering is
related to differencesin the increase in housing values and turnover rates across the three classes of
counties.

For Los Angeles county the ratio of assessed value to market valuein 1996 was 0.51, which
meansthat total market valueisamost 2 timesthe total assessed value. Thus, on average, property
taxesare 51 percent of what they would beif the limitation on assessment growth and the one percent
limit on the property tax rate werenot in effect. Several studies have shown that other taxes and fees
have increased to offset the reduced property taxes.

O'Sullivan et. al. aso find that older and lower-income homeowners have benefitted more
from the limitation since these individuasare lesslikely to move. They aso find that the acquisition
value assessment has reduced the likelihood that a home owner will move, i.e., it has discouraged
home owners from selling their existing home and buying another one. The estimated effect on
mobility, however, is small.

The Assessment Freezein Muscogee County

Beginning in 1983, as aresult of aloca constitutional amendment, the assessed values of
homesteaded property, i.e., property eligible for a homestead exemption, for loca property tax
purposes were frozen in Muscogee county. The assessed value of such property can be increased

only if the property ownership changes (other than between spouses), there is an addition to or
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renovation of the property, or to correct an error. Thus, for homesteaded property, Muscogee
county has atrue acquisition value property tax system.

The limitation on assessment increases appliesonly to local property taxes. Thus, the county
must maintain two assessed values, the “frozen value” for local taxes and the fair market value for
state taxes, for each homesteaded property. By comparing these two values, it is possible to
determine how the freeze has effected property taxes in Muscogee county.

Thereductionintheloca gross property tax basedueto the freezeisnot very large; in recent
yearsthe difference between that state and local gross digest equals about one year of growth inthe
state digest. For 1997, the ratio of assessed value for local purposes to assessed value for state
purposesis0.94. Thisismuch smaller than the ratio reported for California; the differenceislikely
due to slower increases in property valuesin Muscogee county and perhaps to more rapid turnover
of homes.

Thereare substantial disparitiesinassessment dueto thefreeze. While42.8 percent of parcels
with assessed values that exceed the local homestead exemption of $13,500 have ratios of local to
state vaues between 0.9 and 1.0, the remaining approximately 60 percent of parcels have local to
state value ratios that range from 0.10 to 0.89, with the bulk lying between 0.50 and 0.89.

Of the parcels that have frozen values in 1997, 28.7 percent were first frozen in 1985 or
earlier (data was not available for 1984.) For parcels that were first frozen in 1985 or 1984, the
disparity ratio is 1.67, or somewhat less than for Los Angeles County. For Los Angeles county,
property that has been frozen since 1982, i.e., the same el apse time as the M uscogee freeze has been
in effect, hasadigparity ratio of 1.27. Thisislower than for Muscogee county, reflecting the decline
inproperty valuesin Cadiforniaduring the 1990s. Thedisparity ratio for Muscogee county decreases

the shorter the time the parcel has been frozen, but the change since 1989 is very small.
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There are large differences for 1997 between the state (non-frozen) assessed value and the
local (frozen) assessed value by assessed value categories. For example, for parcels whose state
assessed value is between $200,000 and $300,000 the reduction is 11.2 times the reduction for
properties with a state assessed value of less than $25,000. However, expressed as a percentage
reduction in assessed value, the reatively larger reductions occur for the low and high valued
residential units.

Wedid not have information on the characteristics of the owner, but we were able to relate
the average dollar reduction in assessed value within a census tract due to the freeze increases with
the median income, average age, and percent white within the census track. We find that the
elimination of thefreezewould increase assessed valuesmore for higher income homeowners, for the
elderly, and for whites.

We also explored the effect of the freeze on the probability that a homeowner would move.
We expected that the probability of moving should be negatively related to the absolute difference
between the state and local assessed value. In other words, we expect that the benefit of the freeze
would lock-in homeowners, thereby reducing the probability of moving. Our regression analysis
suggests that the probability of moving is unrelated to the value of the freeze.

Summary

Property tax assessment limitationsresult in somereductioninproperty taxes. But they create

large disparities among taxpayers. 1t does not appear that such limitations have much effect on the

probability that a homeowner will move.






LIMITATIONSON INCREASESIN PROPERTY TAX ASSESSED VALUE

|. Introduction

The property tax, despite its ubiquity and importance to local governments, is not highly
revered. There are several reasons for this judgement, including the inequities in the assessment
process and the limited association of property taxes with household income. Asaresult, there have
been many efforts made across the country to reform property tax administration, and to impose
various limits on the use of the property tax, including: limits on the tax rate, limits on the increase
in the property taxes levy, limits on what is taxed, and limits on increases in the assessed value of
property.* The latter isthe subject of this report.

A limitation on increasesin assessed values has obvious appeal to property tax payers. While
the individual property taxpayer seesthat the increasein hisor her assessed valueis controlled, it is
important to consider the broader implications of aassessment limitation. The purpose of thisreport
isto describe how such limitationswork in other states and to explore the effects of such limitations.
The report is organized as follows: first, we provide a description of statewide limitations to the
annual increase in the assessed value that have been adopted in seven states. Second, two relevant
court cases are discussed, followed by a discussion of the literature that addresses the economic
effects of these limitations. Finally we presents an analysis of the limitation adopted by Muscogee

County (Columbus), Georgia.

'For adiscussion of tax and expenditure limitations see ACIR (1995).
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II. Existing Limitations
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Seven states have adopted a statewide limitation on the annual growth of property tax
assessment. Insix statesthelimitation appliestoindividual parcels, whilein one state (lowa) the limit
applies to the total property tax base. The following is a brief description of the assessment
limitations in the seven states in the order of their adoption.

1. Maryland (1959)

Maryland originally adopted an assessment increaselimitationin 1959, but the statute was
amended in 1991. The assessment limitation applies only to homesteaded property and
varies by type of government. Assessment increasesfor state government property taxes
arelimitedto 10 percent per year. County and municipal governmentsare allowed to cap
theincrease in assessed value at arate lessthan 10 percent if they so desire, i.e., they can
choose a limitation between 0 and 10 percent. There is no limitation imposed on
assessment increases for school districts.

2. Cdlifornia(1978)

Cdliforniaadopted a property tax assessment limitation as part of Proposition 13, which

was passed by referendum in June 1978. California slimitation isthe most widely cited,

largely because of the breadth of the provisions contained in Proposition 13 and because

it applies to al types of property, not just homesteaded property. It is one of the few

limitations to be studied in any detail. Proposition 13 contained four key provisions:

e Theproperty tax rate on any parcel cannot exceed 1 percent. (Thismeansthat millage
;%I?Sni?r)sl[))lied by dl local governments on a particular parcel cannot sum to more than

e Theassessed value of all property was “rolled back” to its 1975-76 value.

e The assessed value of any property can increase at no more than 2 percent per year.
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If the ownership of the property changes, the property isre-assessed to its market value,
i.e., itspurchaseprice. (Variousexceptions have been adopted over time, e.g., atransfer
within afamily does not result in a re-assessment.)

The third provision essentially froze the assessed value of property until the 1990s since
the increase in fair market value far exceeded 2 percent per year until the 1990s. The
third and fourth provisions have lead to the use of the term “acquisition value
assessment.” In essence, the assessed value of a property (except for the alowable 2
percent annual increase) equalsthe value of the property at the timethe owner purchased
it.

lowa (1978)

lowa has an approach to limiting assessment growth that differs from other states. The
lowa statute limits the growth of total assessed value in the state to 4 percent per year.
The limit originally was set at 6 percent in 1978, but was lowered to 4 percent in 1980.
New construction and improvements are excluded; utility property islimited to 8 percent
annual growth.

To limit the growth in assessment, the state imposes a mandatory assessment ratio called
a “rollback percentage” that ensures that the total assessed value in lowais at most 4
percent greater than the previous year. Taxable vauefor aparcel isequal to the parcel’s
market valuetimesthe applicablerollback percentage. Separaterollback percentagesare
calculated for each class of property: agricultural, residential, commercial, industrial,
utility, and railroads. The rollback percentage for residential property and agricultural
property is further limited to the smaler of the increase in value of residential and
agricultural property if either increases by less than 4 percent. Since the increase in

agricultura property value (which is not assessed at market value) has generaly been
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much lessthan 4 percent, the effectivelimitation on residentia property hasbeenlessthan
4 percent.

This system means that all parcels within a given property category are assessed at the
same percentage of market value. Consider the following example, suppose two parcels
are initially worth $100,000, but one increases in value by 50 percent while the other
experiences no increase. In other states, if the assessment cap was 4 percent, the two
parcels would be assessed at $104,000 and $100,000, respectively, which would be 69.3
percent and 100 percent of market value. In lowa, the two parcels would be assessed at
atotal of $208,000, and each parcel would be assessed at 83.2 percent of market value,
where 83.2 percent equals (208,000/250,000)* 100. Thus, the two parcels would be
assessed at $124,800 and $83,200, respectively.

4. Arizona (1980)

Arizona adopted an assessment increase limit in 1980. The system works as follows.
Each parcel of property hastwo separatevalues, afair market value (FMV) and aLimited
Property Vaue (LPV). The statutory annual growth limit for the LPV isthe greater of
10 percent, and 25 percent of the difference between last year's LPV and this year’'s
FMV. (Inno casecanthe LPV exceed fair market value.) Toillustrate, consider ahouse
with a LPV of $50,000 in 1996 and a FMV of $60,000 in 1997. A 10 percent increase
in LPV would $5,000, while 25 percent of the difference between $50,000 and $60,000
would be $2,500. Thus, the LPV for 1997 would be $55,000, which equals $50,000 plus
the greater of $5,000 and $2,500. If in 1998, the FMV is $85,000, thenthe LPV for 1998
would be $62,500, i.e., $55,000 plus the greater of 10 percent (i.e., $5,500), and 25

percent of the difference between $85,000 and $55,000 (i.e., $7,500).
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Although Arizonahasalimitation on assessment increases, it does not have an acquisition
value assessment system. Instead of basing taxes on market value in the event of new
construction, improvements, or change in use or ownership, the LPV for such property
is recalculated based on the ratio of LPV to FMV for like propertiesin the surrounding
geographic area. Thisratio is then applied to the property's FMV to find the LPV.

5. Horida (1995)
Florida's assessment limitation, which only applies to homesteaded properties, restricts
increases in assessment to the lower of 3 percent and the change in the Consumer Price
Index. New construction may increase the assessments beyond the statutory limits.

6. Washington (1997)
Washington state in November 1997 passed a referendum limiting assessed values
increases to 15 percent per year on all classes of property.

7. Texas (1997)
Texas voters in November 1997 approved a limitation on assessment increases. The
increase in assessed value of homesteaded property islimited to 10 percent per year plus
increasesin vaue dueto improvements. The assessed valuereverts back to market value
if the property issold. However, thelimitation is portable for homeownersover 65 years
of age; if an ederly homeowner moves, the assessed value of the new person’ s homewill
be the same percentage of the market value as was the original home. The legidation
provides no mechanism for correcting for prior appraisal errors, thus locking in such
errors.

In addition to these state-wide limitations, limitations on the growth in assessed value have

been adopted for anumber of sub-state governments. For example, thereisalimitationin New Y ork
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City and in Nassau County, New Y ork. In Georgiathereisafreeze on assessments on homesteaded

property in Muscogee County, a program which is described below.

[11. The Constitutionality of Assessment Increase Limitations
There are two rulings of the U.S. Supreme Court relevant to use of differential property tax
assessment. In Allegheny Pittsburgh Coal Co. v. County Comm’'n of Webster Cty., 488 U.S. 336
(1989), the Supreme Court ruled 9 to O that a West Virginia county tax assessor could not base
property tax assessments on the historic purchase price of the property. The Court determined that

the use of acquisition valueresulted in unequal assessmentsthat violated the Equal Protection Clause.

In Nordlinger v. Hahn, 505 U.S. 1 (1992), which was a direct challenge to the acquisition
value assessment process of California’ s Proposition 13, the Court ruled that the unequal assessment
that resulted from the Proposition 13 limitation on assessment increases did not violate the Equal
Protection Clause. Theauthor of the opinion, Justice Blackmun, wrote that the appropriate standard
of review was whether the policy furthered a legitimate state interest and that Proposition 13 did
advance such an interest. (Justice Stevens wrote a very strong dissenting opinion.)

The principal differencein the two casesisthat in Webster County, West Virginia there was
no law authorizing acquisition value while in California there was. Therefore, it appears that an
assessment increase limitation that isimposed as a state constitutional amendment would stand up

to federa court review.
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V. Economic Effects of Assessment Increase Limitations

There are several potential effects of assessment limitations.

A. Effect of Assessment Limitationson the Level of Property Taxes

One reason for adopting assessment increase limitationsisto control the growth in property
taxes. There have been severa studies of the effect of tax and expenditure limitations (TEL) on
property taxes, but most of these studies do not separately consider limits on assessment increases.?
Mullinsand Joyce (1996), inastudy of TEL, found some evidencethat assessment limitationsreduce
local taxes as ashare of local general revenue, but the magnitude of the effect was small, about 1.7
percentage points.

By themselves, limitations on increases in assessmentswill not necessarily control the growth
in property taxes. Property taxes are the product of the property tax rate and the taxable value, and
the assessment increase limitation only affectsthe taxable value. Local governments can smply raise
the property tax rate in order to increase property tax revenue. Consistent with this, Preston and
Ichniowski (1991) found that rate limits coupled with caps on assessment increases were the most
effectivein limiting municipa property tax revenue, and found that the effect was significant, up to
a 45 percent reduction in the growth of property taxes. Shadbegian (1998) found that TEL s reduce
property taxes per capita by about three percent, while Shadbegian (1999) found that TEL s that are
binding reduce property taxes per capita by 12 percent.

Irregardlessof whether assessment increaselimitations affect property taxesinthe aggregate,
they do prevent large increases in property taxes for owners of properties whose increasesin value
aregreater than average. Consider alocal government with amillage rate of 20 millsthat determines

that it needs a 10 percent increase in property tax revenue. Suppose that the total property tax base

For recent discussions of some of the effects of TEL literature, see Downes and Figlio
(1999) and McGuire (1999).
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increases by 10 percent. Now consider three ownerswhose property increasesin vaueby 5, 10, and
15 percent, respectively. Without the assessment freeze no millage rate increase is necessary (since
the baseincreased by 10 percent), and therefore the three owners would have property tax increases
of 5, 10, and 15 percent, respectively. With an assessment freeze, thelocal government must increase
the millage rate by 10 percent. Inthissituation, all three owners experience a 10 percent increasein
property taxes. In other words, the owner who had the above average increasein property value did
better with the freeze, while the owner with a below average increase in property value did worse
with the freeze.

B. Distributional Effects of Assessment Limitations

Much of the criticism surrounding the property tax and most of the focus on property tax
reform is associated with the premise that identical properties, i.e., properties with the same market
value, should be assessed at the same vaue but frequently are not. Acquisition valueisbased on the
premise that properties with the same historic purchase price should be assessed at the same value.
(Neither system necessarily results in a close link between assessed value and income, which is
another basisfor equal treatment.) Given that the property tax isatax on wealth, fair market value
should be the basis for equal treatment. Thus, we focus on the disparities in the ratio of assessed
value to market value that arise as a result of acquisition value assessment.

Thereislittleresearch that addresses the issue of who benefits and who losesfrom aproperty
tax assessment freeze, and the studieswe identified focus on Cdifornia’ sProposition 13. O’ Sullivan,
Sexton, and Sheffrin (1995) and Sheffrin and Sexton (1998) provide the most significant analysis of
the economic implications of the adoption of acquisition-value assessment in Cdifornia. The

following discussion is based on those studies.
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Acquisition-value assessment |leads to property tax disparities. To illustrate, consider two
identical houses each worth $100,000 in 1975. Assume that the value of each property increases by
10 percent per year (so that market value is $984,973 in 1999) and that one of the houses sold in
1999 for its market value. The assessed value of the house that didn’t sell is $160,843 (the result of
the 2 percent annual increase allowed under Proposition 13), while the assessed value of the house
that sold is$984,973 (which isthe market valuein 1999). Thus, the ownersof identical houses pay
substantialy different property taxes; for this example, the owner of the newly purchased house pays
6.12 times more than the other individual. Thisratio isreferred to as the “disparity ratio.”

Theleve of disparity depends upon theincrease in property value, the frequency with which
property ownership turns over, and the rate of new construction. For example, if property values
increased at 6 percent instead of 10 percent, the diparity ratio in the above example would be only
2.51; if dl property sold every year, there would be no disparity.

O’ Sullivan, et. al. (1995) calculated the actual level of disparity in 1991 for homeownersfor
ninecountiesinCalifornia: three urban counties, threefast-growing suburban counties, andthreerural
and ex-urban counties, while Sheffrinand Sexton (1998) provide updated calculationfor LosAngeles
County for 1996. To determine disparity ratios for all property, the market value of property that
was not sold had to be estimated. Table 1 shows the median ratio of market value to assessed value

for homeowners in Los Angeles County by acquisition year through 1996.2 The

®In Cadlifornia property is assessed at 100 percent of value, where vaueisthe acquisition
price increased by up to 2 percent per year.
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Table 1. Base-year Distribution and Disparity Ratios for L os Angeles County

Y ear Base Y ear Distribution Disparity Ratio
1975 33.2% 3.84
1976 1.8 2.98
1977 20 2.59
1978 2.0 214
1979 21 1.78
1980 20 1.47
1981 14 1.28
1982 11 1.27
1983 11 1.28
1984 1.0 1.23
1985 2.3 1.22
1986 29 1.20
1987 4.0 1.12
1988 4.3 1.01
1989 5.3 0.90
1990 5.0 0.86
1991 4.4 0.86
1992 51 0.87
1993 4.8 0.88
1994 4.4 0.96
1995 4.8 0.96
1996 3.9 1.00

Disparity ratios are the median ratio of market value to assessed value. Base year distributions are
the percentages of properties that have not been sold since that year and 1996.

Source: Sheffrin and Sexton (1998, p 19)
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second column of Table 1 shows that 33.2 percent of homeowners paid taxes in 1996 based on the
1975 assessed vaue increased by up to 2 percent per year, while 3.9 percent of homeowners
purchased their homes in 1996 and therefore paid 1996 taxes based on the 1996 market value.

Column 3 of Table 1 reports the disparity ratio by year of acquisition. For the homeowners
who have not moved since 1975, the median ratio of actual property valueto assessed valueis 3.84.

For the homeowners who have not moved since 1985, the median ratio of actual property valueto
assessed valueis 1.22, while for those who purchased their home in 1996 the median ratio of market
valueto assessed valueis, of course, 1.00. Thus, the person who purchased hisor her homein 1996
would pay 3.84 times the property taxes paid by a person with a home of equivalent value that she
or he hasoccupied since 1975, and would pay 1.22 timesthe taxes paid by a person who moved into
an equivaent house in 1985.

Thedisparity ratios differ across the nine counties, and at least for Los Angeles County, have
falen since 1991. Table 2, column 2, shows the disparity ratio based on valuesin 1991 for each of
the nine counties for property acquired in 1975 (i.e., ratio of market value in 1991 and the assessed
value if the property had not sold since 1975). Note first that the 1975 disparity ratios vary across
counties. In general, the disparity ratios are greatest in urban counties, followed by fast-growing
suburban counties, and least for rural counties. Thisordering isrelated to differencesin the increase
in housing values and turnover rates across the three classes of counties. Second, note that the 1975
disparity ratio for Los Angeles County in 1991 was 5.19 (Table 2), whilein 1996 it was 3.84 (Table
1). Thisistheresult of asignificant declinein property value dueto the severerecessionin California
inthe 1990s. Itisclear from Tables 1 and 2 that one of effects of the adoption of acquisition-value

assessment has been to create substantial inequality anong homeowners.
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Table2. 1975 Disparity Ratios and Effective Property Tax Rates

County 1975 Disparity Ratio Effective Property Tax Rate

(al property)

Alameda 494 0.57%
San Bernardino 3.91 0.74
Butte 3.03 0.67
Los Angeles 5.19 0.51
Kern 2.71 0.74
Sacramento 3.92 0.62
Sonoma 4.97 0.60
San Mateo 4.58 0.60
Placer 4.00 0.64

Source: O’ Sullivan, et. al, (1995; p. 60)

Theeffective property tax ratefor 1991 isreported in column 3 of Table 2 for each of thenine
counties. The effective property tax rate equals 1 percent of total assessed value divided by total
market values (recall that the property tax ratein Californiaislimited to 1 percent). For LosAngeles
County the effective tax rate is0.51, which means that total market valueis almost 2 times the total
assessed value. There is substantial variation across counties in the effective rates, which reflects
differences in increases in market values and turnover.

Because of differencesacross property typesin the rate of ownership turnover and in market
value increases, it is possible that different types of property will have different effective tax rates.
The difference in effective tax rates is an indicator of differences across classes of property in the
benefits of acquisition-valued assessment. Table 3 showsthe effective property tax rate for 1991 by

class of property.

XXiii



Table3. Effective Tax Rates

County Property Types
Homesteaded Other Single Multifamily Commercia and
Family Industrial
Alameda 0.51% 0.66% 0.51% 0.78%
San Bernardino 0.74 0.77 0.86 n.a
Butte? 0.67 0.71 0.69 n.a
Los Angeles 0.51 0.66 0.49 0.52
Sonoma 0.60 0.65 0.63 n.a
San Mateo 0.60 0.70 0.64 n.a.
Placer 0.64 0.73 0.68 n.a
4Small samples.

Source: O’ Sullivan, et. al, (1995; pp. 65, 68)

Acrossthe 7 counties for which data were available, the effective tax rates for other single-
family property (i.e., non-homesteaded) and for multi-family units are generaly larger than for
homesteaded homes. For example, in 1991 in L os Angeles County homeowners paid property taxes
equal to 0.51 percent of market value, while owners of other single-family property paid 0.66
percent, which is nearly 30 percent greater. Multi-family property units turn over more frequently
than single-family property (resulting in assessed value closer to market value), and thusthe effective
tax rate is higher for multi-family property class. For commercial and industrial properties, small
properties turn over more rapidly than large properties, and thus smal properties have a higher
effective tax rate than large properties.

Findly, the O’ Sullivan et. al. study looked at how the disparities are distributed across age
and income classes. In general, older and lower-income homeowners have lower effective property
tax rates since these individuals are less likely to move. |If the acquisition value assessment system
was eliminated and the property tax rates adjusted to maintain the same total property tax revenue,

then property taxeswill go up for lower income househol ds and down for higher income househol ds.
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For example, replacing the acquisition val ue with market val ue but maintaining the same property tax
revenuewould increase property taxesfor an average L os Angeles County homeowner inthe $10,000
to $20,000 income bracket by $206, but decrease property taxes by $109 for a household in the
$80,000 to $90,000 income bracket (O’ Sullivan et. al., 1995; p.74).

Older households also benefit from the acquisition value assessment system. Seniorsin Los
Angeles County would pay an average of $503 more in property taxes while non-seniors would pay
$152 lessif the acquisition value system was replaced with a market value assessment system.

These changesin property tax payments mask substantial variationswithinincomeclassesand
within age groups. For example, within the $40,000 to $45,000 income range, the average tax
change in Los Angeles County from eliminating acquisition value assessments is close to zero, but
25 percent of the households within that income range would experience an average tax decrease of
$413 while 25 percent would experience a $417 tax increase (O’ Sullivan, et. al., 1995; p. 75).

These results of O’ Sullivan et. al. (1995) are consistent with earlier work focused on
Proposition 13. For example, Chernick and Reschovsky (1982) concluded that low-income
householdsand ol der househol dsbenefit from Proposition 13 and that substantial horizontal inequities
arecreated. Menchik et. al. (1982) also found that low-incomehomeownersbenefit from acquisition
value assessment. Beaumont (1991) concludes that renters and younger people lose with the
adoption of acquisition value assessment.

C. Other Economics Effects of Acquisition Value Assessment

Acquisition value assessment creates or alters economic incentives. Such an assessment
system should reduce the likelihood that a home owner will move, i.e., it should discourage home
owners from salling their existing home and buying another one. The estimated effect on mobility,

however, issmdl. For households who are the least mobile, O’ Sullivan et. al. (1994) estimate that
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the acquisition val ue assessment increases the time between move by 12 percent, or about ayear on
average. For the most-mobile households, they find that the time between moves increases by only

1.2 percent.

V. Property Tax Assessment Limitation in M uscogee County

Beginning in 1983, as aresult of aloca constitutional amendment, the assessed values of
homesteaded property, i.e., property digible for a homestead exemption, for loca property tax
purposes were frozen in Muscogee County.* The assessed value of such property can be increased
only if the property ownership changes (other than between spouses), there is an addition to or
renovation of the property, or to correct an error. Thus, for homesteaded property, Muscogee
County has atrue acquisition value property tax system.

The limitation on assessment increases applies only to local property taxes. The state levies
a 0.25 mill property tax on 40 percent of the current fair market value, less any homestead
exemptions. Thus, the county must maintain two assessed values, the “frozen value” for local taxes
and the fair market value for state taxes, for each homesteaded property. By comparing these two
values, it is possible to determine how the freeze has effected property taxes in Muscogee County.
(Wedo not have to estimate market value asdid O’ Sullivan et. al.; we use the state assessed value.)

The analysisof thisassessment freeze first considersthe effect on the aggregate property tax
base, and then considers disparities across in assessments across individua parcels. The third part
of the analysis relates the assessed values within particular census tracts with the socio-economic
characteristics of the census tracts. Finally, we present estimates of the effect of the property tax

freeze on the probability of selling a home.

“Until recently, Georgia allowed amendments to the state constitution that apply to just
specific jurisdictions.
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A. The Effect on Aggregate Property Tax Digest

Tables4 and 5 present annual dataon the state and local property tax digest. Thedatafor this
aggregate anaysis were obtained from the Muscogee County Tax Commissioner. A few comments
about the data are in order. First, data prior to 1985 were not available. Second, the state
classification systemfor property changedin 1989. Inparticular, therewere changesintheresidentia
category, and thus direct comparisons by category pre- and post-1989 are not feasible. Third, state
legidation passed in 1986 changed the way the state eval uates how well each county doesinassessing
property, which resulted in counties changing how they conduct their assessments. Asaresult of the
legidation, nearly dl counties had to conduct a mass re-assessment by 1989. Fourth, the local
(frozen) property tax base by property classwas not available prior to 1989; in particular datafor the
total local value of residential property are not available prior to 1989.

Table 4 shows the total gross digest and residential gross digest for state and for local
purposes by year. Consider first the total gross digest. For the years 1985 to 1988, the difference
between the state and local digest was small, $50 million or less. The freeze reduced gross assessed
value for local tax purposes by less than 3.5 percent in these years. During that period, property
assessments for state purposes did not change very much, so that the differences in state and local
digest remained small. The state digest changed dramatically in 1989, due in part to a mass
revaluation, whilethelocal digest did not increase as much because of the freeze. For the post-1989
period, the assessment freeze resulted in differences between the state and local total gross digest in
the $165 to $200 million range, or by about 6 percent to about 10 percent. The dollar difference

between the state and gross local digest declined from 1989 to 1995, but has since increased by a
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modest amount. The percentage difference continuously declined between 1989 and 1997, falling
from 9.91 percent to 5.93 percent.

Thereductioninthelocal grossproperty tax base dueto thefreezeisnot very large; in recent
yearsthe difference between that state and local gross digest equals about one year of growth inthe
state (non-frozen) digest. For 1997, the ratio of assessed value for local purposesto assessed value
for state purposesis0.94, whichismuch larger than the 1991 ratiosreported in Table 2 for California
counties. The difference between Muscogee County and Californiaislikely due to slower increases
in property values in Muscogee County and perhaps to more rapid turnover of homes.

For residential property, comparisons between state and local digest can bemade only for the
post-1989 period. Nearly al property with afrozen valueisclassified asresidentia property; homes
that are part of a farm are included in the freeze but are not separated out from other agricultural
property. However, not all residential property is eligible for the freeze. Thus, about 95 percent of
the difference between the total gross state and local digest isaccounted for by residentia property.
Sincetheresidentia differenceisapproximately equal to the differencein the total gross digests, the
pattern for the differences between the state and local residentia gross digestsare smilar to thosefor
total grossdigests. Thisalso suggeststhat for the pre-1990 period residential property followed the
pattern for thetotal grossdigest. (Thelarge changeinthe state residential grossdigest between 1989
and 1990 isduein part to the changein how property isclassified.) Thedifferenceinfrozen and non-
frozen residential values is about 15 percent. Thus, on average the freeze has reduced residential
property taxes by 15 percent, assuming that the property tax rate was not increased to offset the
reduction in the tax base.

Table 5 presents information on the net digest, i.e., the gross digest less exemptions

(homestead and others). For Table5, the state digest equal sthe gross state digest less the state-level
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exemptions, while the local digest equals the gross locd digest less the local-level exemptions.
Muscogee County has much larger homestead exemptions than homestead allowed for the state
property taxes. For example, for 1997 the state allowed a regular homestead exemption of $2,000
for the state’ s 0.25 mills property tax, whilein Muscogee County the regular homestead exemption
for local property taxes was $13,500. Therefore, the difference between state and local total net
digest is much larger than for the total gross digest. In 1997, for example, the difference in the net
digestswas $531 million, while the differencein gross digests was $178 million. Again, the patterns
for the differences for total net digest and for the residential proportion are very similar.

Relative to the reduction in local assessed value due to the exemptions, particularly the
homestead exemptions, the property tax freeze has had a relatively smal effect on total taxable
property tax base in Muscogee County.

B. An Analysis of Assessment Disparities

In order to investigate disparities in assessment that result from the freeze, we obtained
individual parcelsrecords for each year 1985 through 1997, with the exceptions of 1987, 1988, and
1991 for which the computer tapes could not be located. We focused the analysis on parcels that
were classified asresidential; afew other parcels are eigible for the freeze but were not considered
in thisanayss.

Table 6 presents a distribution of the ratio of local to state values in 1997 for al 33,265
parcels that are eligible for the freeze. Thisratio is similar to the effective tax rate calculated for
Cdlifornia, except that in Georgia the property tax rate is not restricted to one percent, and thus is
not the effective property tax rate. But itisstill the case that the smaller the ratio, the more that the
parcel benefits from the freeze. We separately consider properties that have a state assessed value

of more than $13,500 and less than or equal to $13,500 since $13,500 isthe value of the homestead
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Table 6. Distribution of the Ratio of Local to State Value — 1997

Ratio of Local ~ Number of Parcels % of Total ~ Number of Parcels % of Number of % of Total
to State Value  with State Value Parcels with State Value Total Parcels Parcels
> $13,500 <= $13,500 Parcels
.90t0 1.0 12621 42.8% 1328 35.2% 13949 41.9%
.80 10 .89 3248 11.0 324 8.6 3572 10.7
.70t0.79 2835 9.6 758 20.1 3593 10.8
.60 to .69 5743 195 815 216 6558 19.7
.50to .59 4095 13.9 383 10.2 4478 135
40t0 .49 830 2.8 112 3.0 942 2.8
.30t0.39 105 04 36 10 141 04
.20t0.29 11 0.0 13 0.3 24 0.1
1010 .19 6 0.0 2 0.1 8 0.0
0to .09 0 0.0 0 0.0 0 0.0

exemption. Thus, property with a state assessed value of $13,500 or less would not be affected by
the freeze.

As can be seen in Table 6, there are substantia disparities in assessment due to the freeze.
While 42.8 percent of parcels with assessed values over $13,500 have ratios of local to state values
between 0.9 and 1.0, the remaining approximately 60 percent of parcels have local to state value
ratios that range from 0.10 to 0.89, with the bulk lying between 0.50 and 0.89.

Table 7 shows how the effect of the freeze varies with the year that the property last became
eligiblefor the freeze. Table 7 startswith parcelsthat in 1997 were eligible for the freeze, i.e., were
homesteaded. We then determined the year in which each parcel took on its 1997 local value, i.e.,
we identified the year in which the parcel’s assessed value was last frozen. The number of parcels
frozen in each year is shown in column one. Of the parcels that have frozen valuesin 1997, 28.7

percent were first frozenin 1985 or earlier (datawasnot availablefor 1984.) InLosAngeles
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Table7. Stateand Local Values

Y ear Parcels by Y ear property took Median 1997 Vaue Disparity Ratio
1997 loca value
Number Percent State Local

1997 1652 4.97 $30,164 $25,647 1.18
1996 1571 4.72 $29,366 $24,839 1.18
1995 1723 5.18 $27,234 $23,452 1.16
1994 1762 5.30 $27,774 $24,699 1.12
1993 1770 5.32 $26,478 $24,601 1.07
1992 3088 9.28 $24,413 $22,114 1.10
1991

1990 2113 6.35 $25,326 $23,103 1.10
1989 8155 24.52 $25,763 $21,630 1.19
1988

1987

1986 1868 5.62 $25,845 $21,840 1.18
1985 9557 28.74 $20,753 $12,440 1.67

County, 33.2 percent of the parcels took their current (1996) value in 1975. Given that the time
period for Los Angeles County is longer than for Muscogee County, the 28.7 percent islow. This
suggests that there is more turnover of housing in Muscogee County than in Los Angeles County.

Columns 3 and 4 givethe 1997 median state and local valuefor parcelswho assessmentswere
first frozeninthat year. The state value of the parcelsincreased over time. Thelast column contains
the disparity ratio and shows how differences between the state and local value increase the longer
the parcels' local assessed value has been frozen. Theseratios are similar to theratiosfor California
asshownin Table 1.

For parcels that were first frozen in 1985 or 1984, the disparity ratio is 1.67. The 1991
disparity ratios for 1975 for California counties, as reported in Table 2, are much higher than that.

Thisis partly due to the shorter duration of the Muscogee County freeze and the smaller increases
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in property values in Muscogee County. For Los Angeles County, property that has been frozen
since 1982, i.e., the same elapse time as the Muscogee freeze has been in effect, has adisparity ratio
for 1996 of 1.27. Thisislower than for Muscogee County, reflecting the decline in property values
in Cdifornia during the 1990s. The disparity ratio for Muscogee County decreases the shorter the
time the parcel has been frozen, but the change since 1989 is very small.

Table 8 showsthe difference for 1997 between the state (non-frozen) assessed vaue and the
local (frozen) assessed value by assessed value categories. The first column showsthe total number
of residentia parcels, while column two shows the average assessed value for state tax purposes for
all resdential parcels. Residential parcelsinclude rental homes and complexes of four units or less.
Thus, not al property classified as residential are homestead property, i.e., eligible for the freeze.

Column 3 shows the number of parcelswith frozen values, and the next two columns present
the average assessed value for state purposes (i.e., the non-frozen value) and the average assessed
value for local purposes (i.e., the frozen value).

Columns 6 and 7 show the mean total and percentage differences between the state and local
values. (Note these values are the difference between the average assessed values, not the mean of
the differences.) The average reduction in assessed value due to the freeze is much larger for the
higher valued properties than for lower valued properties. For example, for parcels whose state
assessed value is between $200,000 and $300,000 the reduction is 11.2 times the reduction for
properties with a state assessed value of less than $25,000. However, expressed as a percentage
reduction in assessed value, the relatively larger reductions occur for the low and high valued
residential units. The parcelsin the two highest valued classes, for which state and local values are

the same, are homes that have recently been built or sold.
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The last two columns of Table 8 presents the maximum differences (in dollars and
percentages) for a single parcel within in each assessed value class. The pattern for the maximum
dollar difference is very smilar to that for the differences in mean values, although the dollar
differencesfor higher valued homes relative to that for lower valued homesisnot asgreat asfor the
mean difference. For lower valued homes there are parcels whose local assessment is 80 to 85
percent lower than their state assessment.

C. An Analysis by Socio-Economic Characteristic

No information concerning the characteristics of homeownersisavailable inthe property tax
files. In order to relate the freeze to socio-economic characteristics we relied on census tract data
from the 1990 Census of Population. We first identified the censustract for each of the residential
parcels. Wethen regressed the mean value of the difference between fair market value and thefrozen
value (both dollars and percentage) against each socio-economic characteristics of the censustracts.

Table 9 contains the results of the Six regressions. The average dollar reduction within a
censustract in assessed value dueto the freezeincreaseswith income, age, and percent white. Thus,
the elimination of the freeze would increase assessed vaues more for higher income homeowners,
for the elderly, and for whites. Recall that O’ Sullivan et. al. (1995) found that lower income and
elderly homeowners would be worse off if the assessment limitation was removed in California.

In terms of the percentage reduction the results are just the opposite for income, i.e., higher
income homeowners have asmaller percentage reduction in assessed value dueto thefreeze. Median
age and percent white are not statistically significant in the regressions with percentage reduction in

assessed value.
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Table9. Regressionswith Socio-Economic Characteristics

Dependent Variable: Difference Between State and Local Assessed Value

Independent Variables
Dallar Difference Percentage Difference

Median Mean Age Percent Median Mean Age Percent

Income White Income White
Intercept 14674.4 27.04 36.173 47,456.5 28.79 81.92
Coefficient 2.00 .001 0.005 -113,447 25.12 -109.01
t-statistic 2.69 4.59 2.95 3.13 1.33 1.22
R? 0.128 0.300 0.151 0.167 0.035 0.029

Samplesize=51
D. Mobility

We explored the effect of the freeze on the probability that a homeowner would move by
estimating a probit regression for movesin 1997. We expect that the probability of moving should
be negatively related to the absol ute difference between the state and local assessed value, denoted
DIFF. In other words, we expect that the benefit of the freeze would lock-in homeowners, thereby
reducing the probability of moving. For control variables we included a set of dummies to measure
the number of years that the homeowner has occupied the house. We include these variables to
capture the effect that duration might have on the probability of moving. Since occupancy duration
istruncated at 1986 and since we have no expectation that the effect of duration will be linear, we
used a set of dummy variables, denoted D1996 through D1985, to measure duration. The value of
D1996 equals one if the owner moved into the house in 1996, etc. The excluded dummy is D1985,
which equals one if the owner moved into the home in 1985 or earlier. To control for socio-
economic characteristics we included a set of variables measured at the census tract level. These

variables and the expected signs are:
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* Population (POP) isincluded to control for the size of the census tract; we have no a
priori expectation regarding the sign of the coefficient.

* Median age (AGE) isincluded since we expect that older individuals are less likely to
move, implying a negative sign.

* Percent white (%WH) isincluded since we expect whitesto move more frequently than
nonwhites because of lessrestrictions on housing choices due to discrimination, and thus
we expect a positive sign.

»  Householdswith higher medianincome (INC) areexpected to move more frequently, and
thus we expect a positive sign.

* The percent who lived in the census tract in 1985 (SAME) is included to control for
neighborhood stability; it should be negatively related to the probability that someone in
the census tract will move and thus we expect a negative sign.

»  Percent owner occupied housing (%0OWN) isincluded as another measure of the stability
of the neighborhood; we expect the sign to be negative.

»  We expect that homesin census tracts with higher median house value (VALUE) to be
more likely to move, so we expect a positive sign.

Table 10 contains the regression results.

Theresultsin Table 10 suggest that the probability of moving isunrelated to the value of the
freeze. We had expected that the coefficient on DIFF would be negative, but it is positive but is not
statistically significant. The coefficients on the duration variables are all negative and generally
significant. The negative coefficients on the duration dummiesimply that the probability of moving
islessif one moved into the home after 1985. However, the coefficients on the duration dummies
do not follow any particular pattern.

The control variables are al significant, with the exception of %OWN. The signs of the

coefficients are generally what one might expect, except for %WH and VALUE.
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Table 10. Probit Equationsfor Moving

Variable Coefficient Standard Error
I ntercept 1.710 0.111*
DIFF 0.018 0.040
D1996 -0.179 0.042*
D1995 -0.094 0.044**
D199%4 -0.095 0.047**
D1993 -0.075 0.050
D1992 -0.151 0.043*
D1990 -0.026 0.057
D1989 -0.064 0.036***
D1986 -0.247 0.063*
POP (in 1000s) 0.024 .007*
AGE -0.024 0.005*
%WH -0.001 0.0006**
INC (in 1000s) 0.013 0.004*
SAME 0.011 0.003*
%OWN -0.002 0.002
VALUE (in 1000s) -0.002 0.001**

Log Likelihood = -7872.42

* dgnificant at the 1 percent level
** ggnificant athe 5 percent level
*** ggnificant at the 10 percent level
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We estimated smilar equations for each year. We aso estimated the equation using the
percentage differences in state and local assessed values, and with different combinations of the
control variables. 1n none of the regressions was the benefit of the freeze statistically significant.

V1. Conclusions

No one looks forward to tax increases, especially increases in taxes that result from an
increase in unrealized property value. While a household’s wealth increased as property vaue
increases, there has not necessarily been an increase in the household’ s cash flow to pay the taxes.
Thus, pressure is exerted to impose controls on the increase in property taxes. But limitations on
increases in property tax assessments results in large disparities in property taxes. Furthermore,
assessments limitations do little to increase the stability of communities since the effect on mobility

issmal.
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Revenue Losses from Exemptions of Goods from the Georgia Sales Tax (Mary Beth Walker)
Thisreport presents estimates of the loss of revenue from exemptions of specific goods or classes of
goods from the sales tax base. FRP Brief 24 (November 1998)

The Equity of Public Education Funding in Georgia, 1988-1996 (Ross H. Rubenstein, Dwight R. Doering
and Larry R. Gess)
A study of the effect of Quality Basic Education on the level of equity of public education funding in
Georgia. FRP Report/Brief 23 (October 1998)

An Analysis of the Barnes and Millner Property Tax Relief Proposals (David L. Sjoquist)
An analysis prepared for the Georgia Public Policy Foundation, FRP Report 22 (October 1998) aso
available from the Georgia Public Policy Foundation, Kelly McCutchen, 770/455-7600.

A Review of Georgia's Quality Basic Education Formula Fiscal Year 1987 Through 1998

(Dwight R. Doering and Larry R. Gess)
A review of how funding per student for each formula component of Quality Basic Education (QBE)
changed between 1987 and 1998. FRP Brief 21 (September 1998)

Net Fiscal Incidence at the Regional Level: A Computable General Equilibrium Model with Voting
(Saloua Sehili)
An analysis of the net incidence of expenditures and taxes in Georgia using a computable general
equilibrium model. FRP Report 20 (September 1998)

An Analysis of the Economic Consequences of Modifying the Property Tax on Motor Vehiclesin Georgia:
Alternative Proposals and Revenue Effects (Laura A. Wheeler)
An analysis of revenue effects and distribution consequences on eliminating tax on motor vehicles.
FRP Report/Brief 19 (September 1998)
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The Taxation of Personal Property in Georgia (Dagney Faulk)
A policy option for changing how Georgia taxes personal property. FRP Report/Brief 18 (August
1998)

Insurance Taxation in Georgia: Analysis and Options (Martin F. Grace)
An overview of issues associated with the taxation of the insurance industry in Georgia
FRP Report/Brief 17 (August 1998).

The Structure of School Districts in Georgia: Economies of Scale and Determinants of Consolidation
(L.F. Jameson Boex and Jorge Martinez-V asquez)
An analysis of economies of scale in primary and secondary education in Georgia and itsrelation to
school district consolidation. FRP Report/Brief 16 (July 1998).

Georgia’'s Job Tax Credit: An Analysis of the Characteristics of Eligible Firms (Dagney Faulk)
Thisreport providesareview of Georgia s Job Tax Credit and makesrecommendationsfor improving
the JTC program. ERP Report/Brief 8 (June 1998).

Performance Based Budgeting Requirements in Sate Gover nments

(Julia Mekers and Katherine G. Willoughby)
This policy brief addresses the trend toward improving performance in state government through the
use of performance-based budgeting. FRP Brief 7 (June 1998).

Interdistrict School Choice in Georgia: Issues of Equity (Dwight Robert Doering)
A description of the interdistrict school choice programs in Georgia with a focus on equity issues.
FRP Report/Brief 6 (May 1998).

A Comparative Analysis of Southeastern States Income Tax Treatment of Exporters (Ernest R. Larkins,
Jorge Martinez-Vasquez, and John J. Masselli)
This study analyzes the export-related provisions of tax laws and proposes policy changes. FRP

Report 15 (May 1998).

Reducing the Property Tax on Motor Vehiclesin Georgia (LauraWheeler)
An analysis prepared for the Georgia Public Policy Foundation, FRP Report 14 (June 1998) aso
available from the Georgia Public Policy Foundation, Kelly McCutchen, 770/455-7600.

Georgia’'s Corporate Taxes. Should the Corporate Income Tax be Repealed? (Martin F. Grace)
An analysis prepared for the Georgia Public Policy Foundation, FRP Report 13 (April 1998) aso
available from the Georgia Public Policy Foundation, Kelly McCutchen, 770/455-7600.

The Georgia Individual Tax: Current Structure and Impact of Proposed Changes (Barbara M. Edwards)
An analysis prepared for the Georgia Public Policy Foundation, FRP Report 12 (April 1998) aso
available from the Georgia Public Policy Foundation, Kelly McCutchen, 770/455-7600.

A Georgia Sales Tax for the 21% Century (Roy Bahl and Richard Hawkins)

An analysis prepared for the Georgia Public Policy Foundation FRP Report 11 (April 1998) aso
available from the Georgia Public Policy Foundation, Kelly McCutchen, 770/455-7600.
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Results of Georgia Satewide Poll -- Economic Development (Applied Research Center/Fiscal Research
Program)
This report prepared for the Georgia Economic Devel opers Association presents results of a survey
on economic development activities in the state. _FRP Report 10 (April 1998).

Georgia’s Revenue Shortfall Reserve: An Analysis of its Role, Sze and Structure (David L. Sjoquist)
This report explores Georgia's “rainy day” fund. FRP Report/Brief 5 (March 1998).

Natural Gas Deregulation and Sate Sales Tax Collectionsin Georgia (Richard R. Hawkins)
Thispolicy brief discussestheissuesthat will ultimately determine the impact on salestax revenuein
Georgiaresulting from deregulation of the natural gasindustry. FRP Brief 4 (February 1998).

Creating the Wor kfor ce of the Future: A Requirements Analysis (Francis W. Rushing and Stanley J. Smits)
This paper focuses on the theme of workforce preparation. FRP Report/Brief 3 (February 1998).

Economic and Community Development Research in Georgia Colleges and Universities, An Annotated
Bibliography (Fiscal Research Program)
An annotation of work authored within the last ten years. FRP Report 9 (January 1998).

The Georgia Income Tax: Suggestions and Analysis for Reform (Sally Wallace and Barbara M. Edwards)
An examination of the state income tax and suggestions for reform. FRP Report/Brief 2 (November
1997).

The Sales Tax in Georgia: Issues and Options (Roy Bahl and Richard Hawkins)
An overview of the salestax and policy options. FRP Report/Brief 1 (October 1997).

Economies of Scale in Property Tax Assessment (David L. Soquist and Mary Beth Walker)
Ananaysisof therelationship in Georgiabetween the cost of property tax assessment and county size.
FRP Report 97.2 (September 1997).

Sales Taxation of Telecommunications Services in the State of Utah (Richard McHugh)
An anaysis of the sales and use taxation of telecommunications services with specific reference to
Utah. FRP Report 97.1 (February 1997).

Local Government Fiscal Effort (David L. Soquist)
Ananalysisprepared for the GeorgiaFuture Communities Commission comparing thefiscal capability
and actua revenues for Georgia counties and municipalities. FRP Report 96.5 (December 1996).

Georgia Banking: An Overview (Samuel Skogstad)
A description of the current Georgia regulatory environment for the banking industry. FRP Report
96.4 (May 1996).
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Telecommunication Taxation: The Georgia Case (Richard McHugh)
An examination and assessment of the current structure of telecommunications taxation in Georgia.
FRP Report 96.3 (May 1996).

Local Government Fiscal Viability (David L. Sjoquist)
An analysis prepared for the Georgia Future Communities Commission of the fiscal capacity,
expenditure needs and fiscal viability of counties across Georgia FRP Report 96.2 (March 1996).

Taxation and Economic Development: A Blueprint for Tax Reformin Ohio (Roy Bahl, ed.)
A collection of reports prepared for the Ohio Blue Ribbon Commission on Taxation and Economic
Development. FRP Report 96.6 (1996) available only from Battelle Press, $44.95, 800/451-3543.

Reflections on Privatization (Steve Hanke)
An overview of the economic and policy fundamentas of privatization. FRP Report 95.2 (March
1996).

Reforming the Georgia Tax Sructure (Roy Bahl)
Thefina report of the Joint Study Commission on Revenue Structure. FRP Report 95.1 (January
1995).

For a free copy of any of the publications listed, call the FRP at 404/651-4342, or fax us at 404/651-
2737.
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FORTHCOMING AND IN-PROCESS REPORTS

Changes in the Geographic Distribution of Income in Georgia (Rabbie Collins)

The Changing Geographic Pattern of Retail Salesin Georgia (Joey Smith)

The Effect of Sructural Changes in the Banking Industry on the Availability of Financing (Dileep Mehta)
The Link Between the State Budget and State Policy (William Thomas)

Property Tax Credits (David Sjoquist and Joey Smith)

Welfare-to-Work: Tracking the Budget Savings (James Wolk)
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