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Introduction  

The Center for the Study of Economics is pleased to speak again ÂÅÆÏÒÅ ÔÈÅ -ÁÙÏÒȭÓ 4ÁÓË &ÏÒÃÅȢ 4ÅÓÔÉÍÏÎÙ ÐÒÏÖÉÄÅÄ ÂÙ many others and 

ourselves has clearly narrowed the menu of choices to a few basic concepts: PhilaÄÅÌÐÈÉÁȭÓ ÔÁØÅÓ Áre not progressive, they are too high, and 

they are confusing and repellent to capital and labor. As Paul Levy said in earlier testimony we as a City must find a way to implement taxes 

on subjects that are immobile. If that is where the taskforce moves, then we must repeat: land is immobile; buildings as an expression of 

capital investment are mobile.  

We believe that the facts and the theory point to a gradual shift and implementation of tax policy to one that removes most distortions that 

effect personal, commercial and policy choices.  To that end, we are happy to present summaries of our research into land value taxation, 

and an alternative that relieves lower-end values properties of the burden of taxation, while maintaining revenue flows. 

Using our BRT database from April  2009 , we believe these simulations will provide a clear picture of how land value taxation and the 

assessment exemption for improvement alternative1 will work:  

1. By Citywide 

2. By Class 

3. By council District 

4. By Neighborhood 

                                                           
11

 Land Value Tax (LVT) is a way of taxing land using a change in tax rates. For example, a drop of 10% in the building tax rate would require that revenue loss be made up by an increase in the tax 

rate on land values. The direct effect is to put a greater reliance on publicly created value (land) rather than privately created wealth (buildings, commerce, or wages). A higher tax on land has the 

acknowledged effect of removing the distortions on markets that traditional taxes create. Assessment Exemption on Improvements (AXI) is slightly different. Put simply, a blanket permanent 

abatement of a certain dollar amount on a building is put into effect. The overall tax rate then rises accordingly, with a greater impact on land value. For example, if a building is worth $50,000 and 

the AXI is $50,000, there will be no tax on the building. If the building were worth $500,000 then the owner would pay tax on $450,000. This has the effect of sometimes dramatically reducing tax 

burden on lower valued properties, most often residential properties 
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City-Wide Values 

Using current BRT assessments, the city has to work with  a total taxable value of $12.1 Billion, with $5.1 Billion of non-taxable value. The 

value of taxable land is $2.9 Billion and the taxable value of buildings is $9.2 Billion. 

The current combined tax rate applied to both land and buildings for city and school purposes is 82.64 mills. As many have thus far noted, 

this tax system of equal tax rates on land and buildings creates a disincentive to build, rehab, or otherwise invest in real estate inside 

0ÈÉÌÁÄÅÌÐÈÉÁȭÓ ÂÏÒÄÅÒÓȢ The 10-year tax abatement is an explicit acknowledgement of the high cost of construction in Philadelphia serving as 

a barrier to it . We believe there are alternatives. 

 

Figure 1: Citywide Real Estate Assessment Totals 
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Land Value Taxation (LVT)  

The Center proposes two revenue neutral alternatives in these simulations. The first, land value taxation, (or LVT) employs tax rates of 

171.684 mills on land value and 54.417 mills on building values, to provide revenue-neutrality.  These rates would garner 50% of revenue 

from land, and 50% of the revenue from buildings2. Figure 2 demonstrates revenue-neutrality for both alternatives compared to the current 

system. 

 

Figure 2: Revenue Neutrality among Options 

                                                           
2
 These revenue split rates are identical to tƘŜ /ƻƴǘǊƻƭƭŜǊΩǎ ¢ŀȄ {ǘǊǳŎǘǳǊŜ wŜǇƻǊǘ όнллмύ ŀƴŘ ǘƘŜ ¢ŀȄ wŜŦƻǊƳ /ƻƳƳƛǎǎƛƻƴ wŜǇƻǊǘ όнллоύ ǎƛƳǳƭŀǘƛƻƴǎ ƻŦ ƭŀƴŘ ǾŀƭǳŜ ǘŀȄŀǘƛƻƴ 
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LVT Impact by Tax Class 
Land Value Taxation (LVT) is the option discussed at the previous task force hearing on May 21, 2009. Figure 1 compares LVT to the current total and average tax 

impact, both of which come out approximately the same. 

 

Figure 3: Overall Impact of LVT vs. Current Tax 
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Figure 4 represents the change by class of property in Philadelphia. As every study or simulation of the past 20 years affirms, residential properties see a 

reduction in tax incidence, while commercial and industrial properties ς the sectors that have already departed the cityςsee an increase in liability. 

 

Figure 4: LVT Percent Increase vs. Decrease by Tax Class 

 

Within each class of real property, the shift will result in greater or lesser tax liability for each parcel. In Figure 5, the green portion of the columns represents the 

parcels that see a reduced tax bill; the red portion will see an increase. 
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Figure 5: LVT Count of Increase vs. Decrease by Tax Class 

Within each class, the annual dollar change in tax incidence is presented in Figure 6. As theory would predict, residential property is most capital intensive on the 

building side of the equation, and therefore would enjoy a greater reduction. The simulation demonstrates that outcome. 
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Figure 6: LVT Total Dollar Difference by Tax Class 

Figure 7 provides the same outcome, but on an annual average basis. Citywide, these changes may appear modest, but the simulation can be changed in policy 

to effect greater or lesser impact. 
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Figure 7: LVT Average Dollar Difference by Tax Class 

 

Figure 8 demonstrates the annual percentage class change for each class. Both Class 1 and Class2 (Residential and Hotels/Apartments) show a significant annual 

savings. 
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Figure 8: LVT Average Percent Change by Tax Class 

LVT Impact  by Council District  
Council districts are an easily recognizable part of the Philadelphia cityscape. As such, the Center has grouped its findings in this manner. 
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Figure 9 is clear that the Residential sector benefits greatly from LVT no matter the district. In general, the lower-valued residential properties in councilmanic 

districts (Districts 6, 7 or 9) fare better . 

 

Figure 9: LVT Residential Percentage Increase vs. Decrease by Council District 
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Non-Residential Properties in the 10 (Figure 10) council districts see less of a direct benefit, as many are land intensive and less capital-intensive. Many are 

blighted, abandoned or are not put to best use. 

 

Figure 10: LVT Non-residential Percentage Increase vs. Decrease by Council District 
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 Broken out by Save or Increase by parcel (Figure 11) , the Council Districts again see benefit with LVT. 

 

Figure 11: LVT Residential Count of Increase vs. Decrease by Council District 
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 Non-residential parcels (Figure 12) vary more by council district. Yet, the changes are widely varied in many districts. 

 

Figure 12: LVT Non-residential Count of Increase vs. Decrease by Council District  
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Figure 13 represents the average annual change per parcel in each council district. Established high value or up and coming districts (3, 5 or 8) experience little or 

no change in tax liability, here expressed as an average. 

 

Figure 13: LVT Residential Average Dollar Difference by Council District 


