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UNITED STATES DEPARTMENT OF AGRICULTURE
WASHINGTON, D. C.

'TAXATION OF FARM PROPERTY*

By Warrney Coouss

Senior Agriculiural Econemist, Division of Agricultural Finance, Bureau of
Agricullural Economics .
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KINDS OF TAXES PAID BY AGRICULTURE

An understanding of the kinds of taxes paid by farm owners and
operators must form the beginning of any attempt to analyze the
present {arm tax situation. The general property tax provides the
basis for the support of the local umts of government and is by far the
most important factor in the tax burden of the farm owners. Al-
though many factors of the tax systems vary among the 48 States, in
sach of them the genersl property tax stands as the primary source of
revenue for the local umits. If iz & well-known fact that in most
sections of the country, the general property tax hss become almost
wholly & tex om tengible property. For these reasons the major
portion of the support of local governmental functions is in the first
lnstance borne by those who possess tangible property. The effects
of this on owners of such property will be shown by the figures which
appesr in: 8 later portion of this bulletin.

ond in importance to the general property tax, so far as the
farmer is concerned, are the taxes on sutomobiles. In general, these
are three in number. The first is technically and actually a part of

i The meterial in this bulletiz is a sunmery of the research werk in farm taxgtion which has beet cqrrded
&n daring the past elght vears. Although tha greater portion of this work hes been done by the divislon of
eviteral Snance of the Buresa of Apricultural Econotnics, either independently or in cooperation with
the State sgricultursl experiment stations nad other State gronps, oo gtiempt bas been mads to mstrlct the
material bers used to the results of such investigations. An attonpt has bsen made to peknowledge In the
hody of the bulietin the source of all material used, The suthor wishes bere to acknowledge his indebted-
1esy to thode who by their investigations in varions parts of the country have made posalblethis summarize-

tion of the work secomplished.  Special seknowledgmant shionld be made of the criticisms and suggestions

of Eri¢ Englund, whe bas read the manuscript and disetissed many phases of it with the suthor, Mrs.
Thelma M. Penpand Mre. Martha M. Adams sre responsibie for much of the statistical meterlal prapaced
for the bulistin by tha Bureau of Agrleultura!l Economics,

B4030°—30—1
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the general property tax—the tax on the automobile as & part of the
taxpayer’s personsl property. It is mentioned here to emphasize
the importance of the automobile in the whole tax system.

In & few States, automobiles are not texed as personal property.
Such & tex is considered to be replaced by the second sutomobile tax,
the so-called licenss taxor tag fee. This is collected in every State.
It varies smong the States, and within many States, on the basis
of the size ofng:e automobile and or various other comsiderations,
such as weight, horsepower, and passenger capacity. All the States
at present levy a tax of from 2 to 6 cents a gallon on sales of gasoline
for automobile use. The excise tax on the sale of new cars was &
fourth tax directly affecting the automobile owners. This wes levied
by the Federal Government until May 29, 1928. It amounted to 3 per
cent of the factory price of new cars and was paid only at the original
sale of the car. Although these sutomobile taxes do not affect
all farmers, they are peid by what is probably & great majority of
them and so are an important item in %e farm-tax budget.

All farmers are subject to the Federal income tex if their incomes
are above the exemption liniits fixed by law. As the limit for a mar-
ried man with no dependeiits is $3,500 of net income, plus $400 for
each minor child or other dependent, it will be readily understood
that few farmers pay Federal income taxes., This, however, does not
mean that no revenue has been secured by the Federal Government
from agriculture through the income tax. During the war years of
agricultural prosgeriby, when the exemption hmits were lower,
meny farmers paid income taxes to the Federal Government.

In 12 States an income tax is levied on individusl incomes for the
support of the State government, with oceasional provisions for some
distribution to the local units, Although the exemptions in the
States are usually lower than those applied by the Federal Govern-
ment, they are not sufficiently low and the rates are not sufficiently
high to secure any importent amounts from farmers.

Poll taxes at one time were of considerable importance to agricul-
tural taxpayers. They are now completely absent in meany States and
form an insignificant portion of the total tax burden in most of the
remsaining ones,

The State inheritance tax perhsps should be mentioned since farm
property, slong with other property which changes hand by descent, is
subject to this tax in all States but three. Asitis by its nature rregu-
lar in operation and as the per capita amount collected is insignificant
in all States, detailed consideration of it is UDNecessary,

Agriculture, like other business, is in some jurisdictions subject to
certain fees. The chief of these are the fertilizerand feed-inspection
fees which are levied by meny States. Such fees are everywhere
small in amount and are designed to cover the costs of services that
are intended to benefit farmers directly. Fees differ from taxes on
this basis; that is, they are designed to cover only the costs of certain
services which the governmental units perform. )

From this brief summary, it is evident that the forms of taxes which
directly affect the farmer are few in number. Two types, those
affecting general property and those concerned with the automobile,
account for most of the direct tax contributions of farmers. The
section that follows will present an estimate of the importance of each
of these and of the other minior taxes that are paid b farmers.
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Before considering these figures it should be recalled that farmers
make many tax contributions indirectly. Whenever they buy goods
on which a tariff duty has been levied they are likely to contribute to
tho costs of the Federal Government. In a similar manner, they make
a8 contribution when they purchase tobacco. To some extent, the
merchants in village trading centers are able to pass a portion of the
tax on their buildings and their stock of goods on to their customers.
No attempt will be made to estimate the amounts of such contribu-
tions, but it must be reslized that they form a considerable part of
agriculture’s tax contribution.

AMOUNTS PAID BY AGRICULTURE IN TAXES

An attempt to examine the amounts of taxes paid by agriculturs
and by agriculfural property must be prefaced by the statement
that the g;\ues given are in no case more than estimates, They
express the judgment of thoss who have studied the problem, but
they do not pretend to be more thai approximations of the aztual
fotals. No attempt will be made in the body of this study to explain
in detail the methods used in arriving at these estimates. Estimates
for the country as a whole for 1927 are contained in Table 1. Cer-
tain of the estimates for individual States'are included in Table 2.

TaBLE 1.—Tazxes paid by farmers in the United Stales, 1987 1

Kind of tax Amount

Qaneral property.
Antemoblle b e
Jasoline

Income, Federal and State
Irpnl’ﬁ'.lﬂtanoe, Federsl and State

1000

1 Tareg }’“d by farmers on pther than farm property are not included. Taxes on farm property pald by

owgers of farm proporty not themselves farmers are incleded. Noattempt {s made ia this table to estimate

stgfna:no%ﬁt of taxes that are shifted to the [nrmer by other groups or the amount that the fartnerisahleto
0 oLhers,

As every farmer realizes, the general property tax which he pays
to his county or township treasurer is the most important direct
contribution that he makes to defray the costs OF government.
Almost 84 per cent of agriculture’s tax contribution (Teble 1) takes
this form. It is estimated that the automobile license tax and fees
for drivers’ permits account for something over 5 per cent of the
farm tax total and that the farmer’s contribution to the gasoline
tax amounts to 7 per cent of his total tax expenditure. QOther
minor items amount to less then 4 per cent.

Official figures of total tax collections by all governmental units
gre difficult to obtain, and no attempt is made here to present such
figures for the year1927. Federal taxes for the year were about three
and one-third billion dollars, and total State and local taxes wers
probably around five and one-half billica dollars. On this basis,
1t is posgible to allocate over 10 per cent of all taxes collected as a
direct contribution from agriculture. Seventeen per cent of the State
and local taxes were derived from this source.
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"TABLE 2~—Estimate. of ceriain taves paid by foermers, by States, 1987
' {In thonsands of doliars, i, 8,, 000 omitted] '
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! Based_on retarns from farmers and on date published in the reports of the tax commissions of severa
States. Estimate was made of the tax per acre in farm Jand and btﬂ;diex(zigs and on all (arm property in
1924 in each State, Annual changes a3 reported on questionnaires received from farmers have heod appliad
to this flgure. The result has heen multiplied by the total scresge in farms us reported in the 1895 censna.
This doag not take Into account changes in fatin acreage.  Diate on which to base an estimata of tazes which
woild take such changes fnto aseount ara not svailable,

! This egtimato is based on & divislon of tbe tota! amonnt of recelpts from registration as nomipllad by the
Bureau of Public Roads Into farm and nonfar portions. ‘The percentage to be classed as the farm portion
is estimated by comparing the estimated numher of farm automobles In each Siate with total numbsar of
automohiles and by taking into aceount the basis on which the registration fee is levied. Bacause of a
change in the fscal year involved, Worth Carplina flgures are reporfed for the second half of 1027 only.

! Farm gasoline tax figures are based on the sssumption that farm stutomobiles use pro rata proportion
of the totsl fine taxed by the State. Estimat reentage that farm antomobiles are of all autome-
biles, is applied to the total gusoline tax collected by the State as compiled by the Bureau of Public Roads,

It should once more be recalled that figures of sgriculture’s tax
contribution which have been given represent only the amounts
which can be readily computed. No one questions that a contri-
bution in the form of tobacco taxes is made to the Federal Govern-
ment and fo certain State governments by farmers. The agricul-
tural group undoubtedly pays a part of tariff daties levied by the
Federal Government, Finufl , in the shifting of taxes from one
group or individual to another, the farmer usually finds himself as
ane to whom the tax is shified. He is rarely able to pass his taxes
on to others.

TRENDS IN AGRICULTURAL TAXATION

In any atteml];‘rt to describe the trend of agricultural taxation,

attention must be centered on the few major studies ‘which have
been made at various times and in scattered States. No compre-
hensive dats covering the United Siates az a whole for any lon
period are available. A study made for the year 1921-22 indicate:
that taxes per acre of farm land hed incressed about 125 per cent
in the eight years between 1913-14 ai:d 1921-22.  Beginning with
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the year 1924, an annual éstimate’of taxes on farm real estate based
©n reports from {armers in all sections of the country has been pre-
pared up. to and including 1927. . The results of these investigstions,
together with estimates prepared from such other data as are available
for the years between 1914.and 1921 and the year 1923, appear in
~ Table 3. Indexes of farm taxation in three Eastern States .also
- appesr in this table. . . . .. . [ A
TanrE 3.—Index numbers of form taxes in the [Nifted States and in selecled Stiles,
: o . 1880, 1850, 1900, and 1910-1927 ,

Ve

SEY

Tax oft farts land . Toxonall fawm, -

and hulldiogs property
i . e
Year . v ) . it

Now

. . 1: g&lttg J}E&? 1 Yorkt - 1. Ohlo',';u
DM=100 | 1915=10p {110 1039m | 1513100,

5
1689 . ok W0
i . o
1000, 5 3]
1040 82 25
19E1.. 48 14

1912 0L ]
1913 - i M5 03
1014 . . 100 113 S (1))
1915, . 102 100- 1229 . 131
1918 : 1H 106 1231 12¢
1917 106 119 148 oo 180
1018, v e e e 118 2] 1161 - - 142
1518 L 135 137 1108 R V1]
1020 ; B 163 183 D108 107
AL 196 224 13 218
... 52 240 wr |- T A0
1923 243 235 219 T
1024 249 254 2% 220
1925 P - o1 ]
1928, 253 8 = 22
1927, 258 202 . et

1 Tha New Jersay figiires ars preliminary and are hased on data collected by the New Jersey \ mlmm:'

Experlment Statlen and the Burean of Agrienltural Economics, U, 8, Depertment of ture, fn a
art P%?S%J‘}' ‘gda:ia taken trom (f0). Itallo numbers in psrenthesesref t;:“mmtﬁm.c.lﬁed P78,
5 New N in n ar *p. T3,

3 The Ohlo index is from {1). - A PR

Each year since 1914 has brought an increase in the index for the
country as a whole, although since 1923 the change has been relatively
slight. The figures for the three individual States do not rise quite
so consistently ss do these for the country as s whole, but in:each
cage they were at thoir pealin thelast year for which data were seeured,

Explanations of the rise in farm taxation over the period from 1914
to the present will be only briefly considered. Part of this increase
is accounted for by the change In the purchssing power of money.
It took about $1.50 in 1927 to purchase the articles and services that
could besecured for $1in1914. Governmental units spénd the money
they collect sa do private enterprises, and they are similarly affected
by changes in the purchasing power of that money. .

Then, too, the services that local governments are called upon to
supply have changed during the period. School terms have been
lengthened, high schools have been made available to a much larger
proportion of the children of the country, and a far larger nug:ge

1 Data Ier which no foctnote credit ap, either in the tables or o the text are derlved from the hyvestl-
Egom mgf farm taxation earried on by the Division of Agrieultural Finsnce of the Bureau of Agricultural
nomics,




6 TECHNICAL, BULLETIN 172, U, 8. DEPT, OF AGRIOULTURE

of children is attending them. Teachers’ qualifications and their
salaries have increased. Roads cost far more to maintain now than
in 1914 even if they are kept in no better condition. The demands on
vernmental units for more expensive roads have vastly increased
urinf the period. The two factors, change in the price level and
added governmental services, together with the war inflation in farm
values, explain most of the inerease of farm taxes,

The effect of the inflation in farm values deserves special attention.
The peek of farm real-estate prices came in 1920, Increases in
assessed values of farm properties necessarily lagged somewhat behind
increases in their sales yalues, but the general tendency was to increase
the assessments as quickly as the sssessment practices of the State
concerned would permit. A lag of the same nature, although longer
had its effect on the downward adjustment of sssessments as lan
prices fell. It is always more difficult for tax officials to lower asscss-
ments than to raiss them, and at this particular peried, increased
governmental expenditures made adjustment extremely difficult.
These adjustments, however, have been mgde gradually in most of
the States, and a part of the maladjustment of farm taxes has been
eliminated. The assessment of farm property is considered in some
detail on p. 44. Its effect on farm taxes should not be exaggerated
sinee it directly increased omly those taxes which were levied by
jurisdictions including farm and other property; that is, by the States
and in gome cases by the counties.

An index of the changes in the tax per acre on farm land and build-
ings in various sections of the country for the years since 1924 is
contained in Table 4, For the country as & whole there has been a
slight increase amounting to about 3% per cent during the four years
1924 to 1927. This should be contrasted with the material rise in
farm taxation that oceurred in the years 1919 to 1923, amounting in
ell to 80 per cent. There was no change of importance for the eountry
es 8 whole between 1924 and 1925, almost all the increase for the

ears 1924 to 1927 being about evenly distributed hetween the two
ast years of the period.

Although each geograghic division of the country experienced some
increase 1n farm taxes from 1924 to 1928, the annual rates of the
increase and the agpregate amounts of incresse in each division were
far from being the same. New England, the South Atlantie, and
the Pacific States reported the greatest increases from 1924 to 1928,
There has been relatively little change in the east North Central
and the west North Central States.

TasLe 4.—Tazes on farm -real estate: Relative change, by geographkic divisions

19241928
[1824=100 per cent}
Geographle dlvision 1924 1928 1920 1927 1928
New England.___ ---| 100.0| 100.9| 1054 | 1088 111, 1
Mlddls Atlantic haissmmmasmmmmsssssmaesssm—- 00,0 | 103.58| HEL2| IS 104 ¥
Eart North Centrel. oo a—a 106.0 29,5 100,23 | 103.0 W23
‘West North Central.. ... __._.. --| 1060 8.4 9.5 | 100.8 102.9
Bouth Atlantic_. 100.0{ 103.5| 1111 | 119 113,7
Fagt Bouth Central___ ... ________. 100,07 WL5| 08.6| 1034 1060
‘West Sonth Central 1000 1001 $8.8} 103.5 17,0
Mountain. .. e 00,0 03,2 1023 149 108.0
Pacific. 100.0| 100.9 ] 1029} 105,68 ALY
United States.__ 100.0| I00,3 | 10L& 103.6 105, L
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The assembled data seem to indicate that the perind of rapid rise
of farm taxes hes been passed and that, although e materiai decline
is not to be expected, such increases as may occur in ths immediaie
future will, on the average, be slight. The expansion in governmental
services that has characterized the past two decades, particularly
in education and highway construction snd maintenance, shows
little sign of abating. The rate of incresse of State and locsl taxes
will bzlﬁlss than it has besn, but no general reduction in farm taxes
is likely to come from & decrease in total sxpenditures. It mey come
either through new methods of finaneing cerfein governmental
expenditures, such as more State support for the schools, or through
the introduction of new sources of local revenues to supplement the
general property tax.

TAXES AND AGRICULTURAL INCOME

Two measures of the income from agriculture will be compared
with farm taxes. The first of these, the income from. rented farm
land, is a property inconre, and little difficulty arises in an attempt to
compare it with taxes on property. The second type of income, the
return that a farmer receives from the operstion of his own farm,
combines income from property with income from the farmer's
managerial efforts. Thus a mixed income figure is presented for
comparison with a tax figure which, although mainly based on farm
property, is also based on the farm as & residence and on a small
amount of personal household property.

It should be added that the annual value of the farm as a residence
does not appesar in most of the farm-operation income es. The

qualifications that must accompany & comparison of these figures
with taxes will be explained in detall when data relating to them are
presented.

TAXES AND INCOME FREOM CASH-RENTED FARMS IN i5 STATES
COMPARISON OF CONDITIONS IN 152 WiTH! THOSE OF 1319

Data relating to cash rent and taxes of farms in 20 counties in 15
States are presented for the years 1919 and 1924, The figures for
the earlier of these two years are taken from the prelimi report 3
of the Bureau of Agricultural Feonomics. The cash-rent figures for
1924 are those recorded by the Census of Agriculture, 1925. The
tax figures for the farms reported upon have been secured from offieial
records in the counties concerned. The methods of securing the data
and of calculating the deduetions from the gross reat in order to
compute a net-rent figure are similar to those used in the 1919 study.* -

The more recent figures give & good cross section of the incoms-
yielding ability of cash-rented farms in 1924 in several sections of the
country. They are of most value, however, in the comparison
made in Table 5 with the 1919 results. In every case, except in the
two Idaho counties, the two in Colorado, and Merced County, Calif.
it will be seen that the tax figure, exprossed on a per acre basis, had
increased during the period that elapsed between the two studies.
Net rent, however, has shown no such tendency. In only six cases
was it higher in 1024 than in 1919, The net-rent figures for the various
counties in 1919 and 1924 are compsared in Figure 1.

* Beannay, C. 0., and BARDERS, J. T. TAXATION OF RENTED FARMS—1910, U, B. Dept. Agr., Bur,
Agn. Ecop, Prelim. ftpt. 3 p, 1925 [Mimeographed,]
1 The term ' net rent™ used without qualification refars in every casa to net rent bafore dedueting tazeg.
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"Tates por acre ncressed from 1915 to 1924 in I5 of the 20 countiss, whereas net rent pec acre decllned

in It of tham, Inon'™ 3 of the 20 coumties was the percentege of net rent token by taxes highsr in
1810 than in 1924, .




TAXATION OF FARM PROPERTY

Tanre 5.-—Relation of laxes lo cash rent of selecled farms, 1919 and 1984

19019
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. Of more significance, perkaps, than the rent or tax figures __ajéﬁigq

is 8 comparison between taxes and net rent. Figure 1 indicates the

avera%;a percentage of net rent paid in taxes for each of the years
C.

in each of the counties.from which data were obtained. In only '3
of the 20 counties was the percentage lower in 1924 than in 1919:
This was to be expectéd from the analysis of the average net rent and
taxes per acre which has already been made. It will be found by
detailed examination of T'able 5 that in those counties where a-material
increase ocurred in ratio of taxes to net rent,® this increase is due
meinly to the rise in taxes rather than to a material decreass in rent.

RENT AND TAXES BINCE 1524

Tt has not been possible to secure rent figures for years subsequent
to 1924 from the farms for which data were presented in that year,
Fax figures were secured in every county for 1926 and in most of
them for 1927. Table 6 contains the figures of taxes per acre for
these years and lists the number of farms for which data were reported
in each of the years concerned. This table shows that in 12 of the
21 counties there was an increase from 1924 to 1926 in the tax per
acre of the farms for which data were secured. In the remaining 9
counties there was s decrease. Figures for 15 counties are available
from 1924 to 1927. In 7 of these there was an increase durinﬁ the

eriod and in 8 & decrease. In other words, the date available
indicate that during the years since 1924 there has been little differerice
between the number of counties studied in which taxes have increased
and the number in which they have decreased.®

4 Whars tha number of cents taken by taxes from each dollar of net rent has inereased by over 25 per cent,
the Increase has been considered materis],
! Thp index of farm taxes for the country as a whele, quoted on page 6, indicates & change of only 4.6 per

cant, an increnss, for the years in quastion-
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Tabus &.—Tazes per acre, of rented forma in 16 States, 1924, 1926, and 1987
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The best basis on which &n estimate of the rent of farms in these
counties for the years since 1924 can rest is a consideration of gsnersl
conditions in agriculture in these years, as compared with 19624,
The gross value of farm Eroduction for the crop year 1924-25 was
$17,086,000,000, & figure slightly abova those of 1316 three subsequent
crop years. Gross income from farm 8sn:n:lun:'.tic-n (found by deduect-
ing the value of products fed, those used for seed, and wasts from the
figures just given) was $12,008,000,000 in the crop yeer 1924-25. It
was slightly greater than this in each of subsequent years, although
in the first year, 1925-26, it was only 5% per cent above the 1924-25
level and in the two latter years, it was 1 and 2 per cent, respectively,
above that level. Cash income from sales showed almost the same
fvaﬁla,tion except for the fact that in 1926-27 it was helow the 1024-25

evel,

A comparison of refurna from individual farins may bs considered
before an estimate of changes in rent since 1924 is made., In this
estimate only the reports for the northern sections of the country and
for the West are considered, as the counties for which rent and tax fig-
ures have been gathered are located in these sections. Figure 2 com-
pares the 1924 net returns with those of the subsequent years.” The
1925 income figures are consistently greater in each section than
thoss of the previous tyear. In 1926 net returns fell below those of
1924 in two sections of the country and were above in the other two.
The same situation occured in 1927,

Trends in land values are indicated in Table 7. In each ares of the
couniry except the West South Central States there has been a
decline In lang values since 1924. This of itself gives no indication of
the trende of income from land, as such income is only ons of several
factors that determine land values, This may be illustrated by the
condition which would arise when income from land is constant, but
taxes are rising, both considerably and steadili'. The result from
thece two factors alone would be a decrease in land values. Many
other factors might be introduced to explain the lack of & definite
correlation over a short period of tine between income from land and
the value of the land. It is certain, however, that a material and con-
sistent rise in the inconze from land would, over & period of years, be
reflected in value.

T The derivation of these figares and iheir sign!ficance from the polnt of view of thia atudy ore codsldered
on 11. 1n this particular connection, interest Is confined to their year-by -year variation rather than
te thelr sbsolute Rmounts,
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Tanre 7.—PFarm recl estale: Indez numbers of estimated value per acre, by geo-
graphic divisions, 19241628 !

[1912, 1813, 1614= 100 por cent}

Ceogrophic division

HWew England -
tlantic.

Enst Nnrth Central
West North Central
Houth Atiantie_.
East South Contral
West liouth Central.

dué:tain

{ AR

United Biates

* Ui B. Dapt. Agr. Clr. No. 60 (20, . 8).
¥ All farm land with Impraverisnts, as of March 1.

Tn considering the estimate that is to be made of the changes in the
vont of land since 1824, one sseumption must be kapt in mind. This

relates to the difference between the territory to which the rent figures

TOTAL RET RETURN I HUNDREDS OF DOLLARS .
1S 20 25

NORTH
ATLANTIC

€AST NORTH
CENTRAL

WEST NOATH
CENTRAL

FIGURE 2.—AVERAGE NET RETURNS ON QWNER-OPERATED FARMS IN
SELECTED REGIONS, 1924-1927

In sach of the reglons the 1925 nat returns exceedad thess of the é:mv{nns vear. In 1926 snd 1927
the nat returna in only two countles exceadad thoss of 1924,

that have been used for 1924 relate and the territory covered by the
other data. The rent figures are confined to 16 States and 2t the most
to 2 counties within sach State. The counties were so chosen as to be
as nearly typical of general conditions as possible. But it is realized
that théy comprise too small a part of the agriculture of the country
to be considered as anything more than indications of general condi-
tions. The gross velue of production, the farm return, and the land
value data relate to the whole country. Thus, any trends which they
may indicate will refer only to the particular counties for which deta
have been presented if these counties are representative of conditions
in the country as a whole.
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There seems to be little reason for a belief that the net rent of agri-
cultural land increased to any large extent from 1924 to 1927. Land
values have declined. Gross incoms from agriculture wes slightly
higher in 1925 then in the previous year, but there was little difference
batwesn the totals for 1926 and 1927 und that for 1924. The aver
net return to individual farms was higher in 1925 and 1927 than in
1924, but the increase from 1924 to 1927 was less than 5 per cent. On
the whole, it seems a reasonable estimate that net return from land
may have increased somewhat, perhaps from 5 to 10 per cent, in 1925;
that it dropped back to below its 1924 level in 1926, and may have
risen in 1927 to possibly 5 per cent above the point at which it was
m 1924,

- How would such a change effect cash rent? 1t seems safe to assume
that the fluctuations in cash rent were somewhat less and that they
lagged &t least a year behind changes in farm returns. From the data
considered, it seems & reasonable assumption that cash rent in 1927
was close to the 1924 level. o o

It has already been shown that taxes changed little from 1924 to
1927. For the country as n whole, there was an incresse of appproxi-
mately 3 per cent during this period. For the counties stutﬁe , the
increase coems o be somewhat less. As a result of this examination
of changing conditions, it seems a reasonable conclusion that, if it he
assumed that the rented farms ir. 15 States followed the same course
as farm land generally, the portién of net rent taken by taxes in 1927
differed little from that taken in 1924.. =~ .. '~

The number of farms {1,916) included in the 1924 study is obviously
too small to justify any general conclusions concerning the relation-
ship between rent and taxes for the country as a whole. All that may
be said is that a continued and intensified pressure of taxes on net
rent is ravealed in many sections of the northern and western portions
of the United States. The results obtained from this study of farms
in scattered sections. of the country add support to the data supplied
by the intensive studies which have been made in several of the States.

INTENSIVE STATE S’I.'UDIES OF TAXES AND RENT OF FARM LAND

During the last six years, studies concerned with the income and
taxation of rented farm land have been completed in 14 States.
Although there have been variations in the methods and consequently
in the results of these studies, the general purposes end typss of infor-
mation sought have been similar, and, on the whole, it 1s possible to
compare and contrast the results obtained.

These studies have been concerned with the income received by
owners of rented farms. For this reason, information has been
secured from them rather than from the actual operators of the land.
In some of the studies, questionnaires have been mailed to lists of
ferm owners in the State or section concerned ‘and the results have
been tabulated from the questionnaires that were returned. These.
returns have been subjected to editing, and doubtful ones have been
clarified by correspendence or by personal visits.

In other cases the studies have been made by sending an agent to
the farm owner from whom information was desired, and schedules
containing the relevant facts were filled out by these agents. It is
undoubtedly true that this latter method is the more desirable from
the point of view of accurate and complete information. Itslarge cost,




TAXATION OF FARM PROPERTY 13

as-compared with the mail-questionnaire method, has restricted its
use. The mail methed, in those cases in which the list of owners has
been sstisfactory, has yielded results which have revesled the gensral
trends and have, on the whole, been sufficient for the present purpose,

Items of information secured on questionnsire or schedule have
varied from State to State. Various local interests in income,
taxetion, or in other subjects, have made this inevitable. The chief
items; however, have been everywhere the same. Gross cash or share
ront of the particular farm; deductions, suech as insurence, repairs, and
depreciation; end taxes on the land and buildings of the farm. These
items, together with certain others descriptive of the farm, such as
total acreege, crop acreage, value, location, etc., have been sufficient
for the computation of the necessary figures.

Some emphasis should be placed on the significance of the income
from rented farm land. This represents property income and 2
property income figure is the most significant figure to compare with
property taxes. ‘v%'here rented farm land is uncommon, it is often
{rue that there is not enough competition, either ameng those who own
the land or among those who wish to use the land, to make ifs rent &
satisfactory indication of its income-yielding sbility. In the sections
of the couniry in which studies have been carried on, the amount of
rented farm land is of significant proportions, and on the aversge over
& period of years, the net rent gives & closer indication of the land’s
ability to preduce income than does any other figure that can be
obtained. Share rent often includes & smesll return to the landlord
for his services in supervising the use of hisland. In cases where this
item is important an allowence has been made for it. No attempt
has been made to separate either the renf or the taxes that might be
assigned to the residential value of the farm from the total rent or
total tax figures. ;

Studies of the relationship between net rent and taxes have been
conducted for one or more years since 1919 in Arkansas, Colorado,
Indiana, Iowe, Michigan, Missouri, New Jersey, ‘North Carolins,
North Dakots, Ohio, Pennsylvania, South Dakots, Virginia, and
Washington ?

ARKANSAS

Rented farms in five representative sections of Arkansas wers
studied (f). Data were secured by the local survey method for the
5-year period 1921 to 1925. The number of share and cash rented
farms from which data were obisined varied from 122 in 1921 to 178
in 1925. Although the sample is thus rather small, it seems probable
that the figures indicate in s general way conditions in the sections
of the State which wers studied. It was found that over the 5-year

eriod, taxes took, on the average, 18 per cent of the nef rent of the
arms studied. Table 8 indicates that no great average variation
from this figure occured in any year during the period.

# In each of the stuilies except those in Arkansgs, Indiana, and Peonsylvanis, the work was carried on by
the cooperation of the Bureau of Agriculiural Econcmics and & State agency, usuaily the apriculivred experl-
ment siation.  In the case of the Indiana study, thers was no 6%ate cooperation, and in the Arkansas and
Pannsyivanis stdies, the Federal burean did not cooperste.
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Arkansns Agr. Bapt, Bul. 223 (I_, p. 8,

If this report of the study could be extended to include 810 exami-
nation of the reports from each section of the State from which data
were secured, it would be found that in the three sections where the
most satisfactory number of returns was secured, the annual avers,
percentage of net rent taken by taxes ranged from 30 per cent’ (n
central Arkensas in 1923) to 13 ﬂer cent (iIn northesstern Ar}mx.lsas
in 1922, and in southwestern Arkansas in 1925), Large variations
among the figures reported for the individual farms would also be
found, taxes on some farms in a particular ljlraa.r taking less than 10
per cent of net rent and on other farms in the same year amounting
to more than the total net rent collected. .

COLORADO

Data relating to net rent and taxes of farms in Colorado were
secured from questionnaires mailed to owners of rented farms 4).
Reports were requested for the years 1919, 1923, 1925, and 1928.
For the first of these years, 282 farms scattered over the State reported
average net rent of $2.64 per acre and an average tax payment of 60

- cents per acre. Thus taxes took slightly less then 23 per cent of net
rent. Reports from 414 farms in 1923 showed net rent averagi
$1.80 per acre snd taxes 68 cents, with a percentage relationship o%
taxes to net rent of 38. The last two years for which data were
assembled, 1925 and 1926, showed & slightly better sitnation. With
568 farms reporti.nlg in 1925, it was found that taxes took 33.2 per
cent of nef, rent. In 1926, for 304 farms, the corresponding percent-
age was 32.6. (Table 9.) '

An a.na.l}vlsis of the reports by agricultural sections of the State
indicates that in no section during all the years studied have taxes
teken a percentage of net rent meterially in excess of that taken in the
other sections. Those sections which are subject to excessive varia~
tions in annual yields naturally evidenced a variation in met share-
rent receipts. Since taxes remsined relatively constent, there was g,
larger variation in the relation between taxes and rent than in thosa
sections in which rent varied only slightly from year to year. Averages
for the last three years studied seemed to indicate that there is little
difference emong the sections in the proportion of net rent used to pay
faxes.
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TaeLe 9.—Gereral property far and rent gm ﬂc:icaeson rented farme in Colorado,
. | &

1919, 1828, 1582 2
Taxs
Net rent
Fanps | Acres In | j<r acre Par:?;;gi
Year report- | thesa | before mm'n: :
Exog farms | deduet- | Per 6emd | poenro'q,
ing taxes
dugting
tazas
Number | Number | Dollars | Dollar | Fer cenl
0. __ 2 88, 522 2.64 9,60 =27
193 414 1 127,529 1.80 .88 LB
1025 ___ 548 | 182,185 L84 .41 33,9
1928, 304 98, 190 L7 .68 36

Colatado Age, Expt. Sta. Bul, 348 (4, p. 11).

When the reports are considered individually, it is found that there
is & great difference among farms in the percentage relationship of
taxes to net rent. In 1926, one-fifth of the farms reported paid less
than 20 per cent of their rent in taxes. About one-fourth of the
farms peid from 20 to 40 per cent, and 15 per cent fell into the 40 to 60
per cent group.  Thus, t%ree-ﬁfths of all the farms paid less than 60
per cent of their net rent in taxes. Contrasted with these, hawever
are 89 farms, or 30 per cont of the total number reported, which failed:
to yield in 1926 enough tc enable their owners to pay taxes after the
other necessary deductions from gross rent had been made,

INDIANA

The investigation of taxes and rents of farms in Indiana was one of
the earliest studies in which this particular type of information was
secured.” Data for the years 1919 to 1923 were collected by means
of & field investigation in three counties of the State—Tipton, Miami,
and Monroe. Over the entire period, taxes in these counties amounted
to nearly 27 per cent of the net rent received from the farms suryeyed,

Detailed figures relating to the survey appear in Table 10. So far
as the different years were concerned, there was & large variation in
the percentages of rent taken by taxes. In 1919 taxes fook only 12
per cent while in 1922 they took over 43 per cent. The different
counties studied also showed somewhat different results, taxes form-
irlr‘llg the largest percentage of net rent in Monroe and the smallest in

pton.

TABLE 10.—General property foz and net rent on farms in three counties of Indiana,

18191923
Taxes

Net rent P t

Acres In | per acre ercant-

Year Farmsre-| “spece | befors “3‘;;’;?“
par |deducting] Fer acre | fork,

tazes dueting

texes

Number | Number | Doflars | Dollars | Per cent
1916, ... £#2 10, 502 7.49 0.90 i2. 0
1920..__. 70 12, 863 5.11 .11 2.7
D L7 ARy o 14, 870 3.98 1.54 38.7
) S 100 4, 880 i | 1.6} 431
J 1L« 105 17,12 4. 25 1,41 83.2
Average. &7 14, 428 4,01 1.31 6.7

BraxweN, C, 0, and Newron, R. W. Op.cit, p. 4

+ BraNNEN, C. 0., and WEwWTON, B. W. TATATION OF FARM REAE ESTATE IN INDlaNa. U. B, Dept;
Agr., Bur. Agr. Econ. Prelim. Rpt, 32 p, 1825, [Mimeographed.l
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: 10WA o . o
Data relating to rent and taxes in Iowa were secured from a number

of sources (3). Those for tha years prior to 1926 came from farm-
survey records which had been compiled by the agricultural aconomics
staff of lowa State College. For the year 1926, returns from 1,093
rented farms were supplied by the Iowa Farm Bureau Federation.
These figures had been secured by representatives of the farm bureau
in all sect:ohs of the State. Data for 1927 from 862 cash-rented
farms were secured by means of a questionnaire circulated by county
agents in 74 counties of the State. .
Cash rent in 1913 to 1915 averaged $4.28 per acre on the farms
surveyed and taxes 61 cents, taxes taking 14 per cent of net rent.
The corresponding rent and tax fizures in 1926-27 were %4.68 and
$1.32, with taxes taking 28 per cent of rent. Share-rent figures are
some\;;hat- different, averaging $7.57 in 1913 to 1915 and $5.11 in
1924. : :
Taxes on these share-rented farms were 58 cents and $1.38, respec-
tively. The percentage of rent taken by taxes on share-rented farms
in 1913 to 1915 was 8 per cent, and’in 1926, 27 per ccnt. These
figures, together with others for certain of the intervening years, are
supplied in Table 11. .

TaeLE 11.—General property lax and nel renf, cash and share rented farms in
Towa, selected years sinee 2913 '

CASI-RENTED FARMS

Taxes
| Wet rent
Percant-
Year Farmsre- "‘f]';es in pg;twe agaol net
porting ese ore rent
farros  |dedueting] Per acre befare de-
Luxes H
ducting
taxes

Number | Number | Dollars | Dollars | Per eenl
1913 e - 346 71,42 4,18 0.57 1.7
L} P 82 13,007 4. 58 N 4.4
1915 104 18, 515 4.37 .70 15.9
Totnl or BVErge. o e c—mae 512 | 104,484 .2 .61 14.2
B s 95 18,517 528 | .85 A
b1 7. U ——— - 70 14, 222 711 1L.53 1.6
1922 iaeen - 33 5196 5.15 t.70 329
b1 7. SR, memmmmmmmmeemmaaaae & B, B4l 4. 24 .5 3.1
Tetal or nverage 167 28, 658 5.84 1.56 2.7
1928 .. - 603 | 104, 1 400 L.38 mT
195 ... mmmmmmmmmammme—aaa 862 | 166,731 4. 54 1,30 2.7
Teotal or avernge. ... 1,465 | 267, 895 4.68 1,32 p- ]

SHARE-RENTED FARMS

1913 s cmmmemmmmmmecmm——aaa 202 57,430 8.2 0. 50 %}
1 ik 13, 185 7. 57 . 0 7.8
h L1 — - 123 24, 425 607 JAH .6
Total or average. 467 o7, 041 7. 57 58 .7
198 o it 12, 537 & 90 .74 7.4
161 ——— 42 B, 838 5,89 1,52 8.7
B 1 .« RS 23 37,437 .72 1. 56 2.8
1923 e ] 13, 722 4, 55 1.58 .3
Total Or Average. . .. e i 318 59,805 6,09 1.5 2.3
%6 .. 400 81, 905 5.11 1.3 n.ao

Iown State Col. Ext. Bul. 150 {8, p. &7). .
1# Rensons for this difference are discussed [n THE TAX SYATEM OF [0WA, (3, p. 57-58).
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o The percentages of net rent absorbed_ by taxes on mchwdual farms-'

in 1913 and in 1927 are indicated in Figure 3. A comparison-is;

ble, not only of the average percentage, but also of the proportion of'
all farms that pay the various percentages. The horizontal scale of.
the figure indieates a percentage of the total number of farms and the. .,
_vertical scala the percentage of net rent taken by taxes. - If there had
been no variation from the average percentage; that is, if each farm
had peld the same percentage of net rent in ta.xes, then the solid hne-:

TAXES
FEACENTASL
. OF NEY ACNT
Y]
HORE

I I
prlr.wrf eff farma. I3/

o

20 30 &0 50 60 70 &0 80
PERCENTAGE OF FARM PROFERTIES

FIGURE 3.—~NET CASH RENT AND TAXES]ON INDIVIDUAL FARMS IM IOWA.
1913 AND 1927

Tha varintion from the avernge of tha pemantage of pet reet tahmby taxes In individual cases was Iu'
greater in 1927 than in 1613,

for each year would have coincided with the dotted line for that year.
The variation of each of the solid lines from the dotted line of each
year indicates the extent to which the various individual farms failed
to conform to the average. Although it is to be expected that the
1927 figures will appear to have a greater variation from the average
than those of 1913, because of the larger amounts invelved, no such
variation es that which appears in the figure would be caused by this
factor alone.™

11 Tha cosfficients of variation for the yuars 1913 snd 1927 ore 42 and 75 per cent, respectively,
84030"—30——2

by
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MICHIGAN : S

T b R e Py
. An‘investigation of taxes and incoms frem rented farms to include ¥
the years 1919 to 1926 has been meade in Michigan (12). - Both from . |
thmol-lpoint of view of the repressntativeness of the dats for any par-
ti .

ar yesr and of the period covered, the results of the study rank

with the best that have been secured. In all, data from over 1,500

farms of the lower peninsula were considered in the preparation of the

- Average net rent for the 8-year period 1919 to 1926 amounted to
$2.75 per acre, with taxes averaging $1.44 still to be deducted before

- the owner could figure his net return. ' Thus taxes averaged 52

cent of net vent over the period. Table 12 indicates this rélatiﬁﬂsﬁ?;

for each of the years covered.

TaBLE 12.—General property tax and rent per aere, Michigan, 1910-1028

Net rent
DEr ELTH

before. :
farms  deducting Per ace

ot

HBESE32

SHSRAREE
HarEinzlds
WEDORBD

-
=1
5.

- Hﬁwyﬁrﬁrg

B EEIAgasR

[

B2
g2

-

Michigan Agr. Eapt, Bta, Teck. Bul. 01 (18, p, &).
! Thase tarma rported for each of the years, 1025 and 1029,

An snalysis of the Michigan returns by sections of thé State shows
a considersble variation in the proportion of net rent taken by taxzes.
For the 7-year Eeriod, 1919 to 1925, the highest average percentage of
rent eonsumed
the lower peninsula. This percentage amounted to 92. During the
4-year period, 1920 to 1923, average taxes in these counties were
sctually greater than rents. In 1926 the rent and tax condition of the
farms in these counties was materially better. Taxes averaged 58 per
cent of net rents. At the other extreme was a group of eastern and
central counties where taxes for the 7-year period, 1919 to 1925, were,
on the average, 46 per cent of the net rents. Hers the rent and tax
situation became much worse in 1926, taxes taking 61 per cent of ret
rent. Figuro 4 illustrates the annual varistions from 1919 to 1926 in
different sections of the State.

Although differences among the sections were important; those
between individual farms were far more striking than the average
quoted figures would indicate. In 13 counties of central and lower
Michigan reports were received from 451 farms in 1925. Of these
farms, all of which reported some gross income, 56 hed a deficit before
paying taxes; that is, expenses other than texes were greater than
gr088 Tent, Of 75 others, taxes took more than the total net rent,

e

y taxes was reported from 7 northwestern counties of -
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In 1919, reports on 233 farms in these same counties haid been
roceived. The reporis indicated a deficit. for 18 farms in this year
before taxes were paid and in 23 others a deficit after taxes were paid,

In 1919 and 1925, respectively, 18 and 29 per cent of the rented
farms reported, yieltied no net income to their owners after taxes had

LOWER PENINSULA

"
- ’ '~ S

1915 26 21 '22 723724625 26

MICHIGAN

FIGURE 4.—PERCENTAGE RELATIONSHIP OF TAXES IN FARMS. IN SEVEN
DISTRICTS OF THE LOWER PENINSULA OF MICHIGAN, 1919-19286

Tha percentage of net rent taken by taves from 1810 to 199 averaged highest io the northwoestern
caunties of the jower peninsuta. For the lower peninsnls as a whols the
poak in 1921, It declined the following year, rost sgaim in 199, snd then
1925, It was practically the same in 1626 as It had bean the previous year.,

been paid. It will be observed that there was a pronounced incresse
during this period in the proportion of farms for which a failure to
yield any return to their owners was reported.

Among the farms that yielded a return in the years in question, there
was a great variation in each of the years in the proportion of the net
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rent which was faken b% taxes. Although the average percentage
taken was lower in 1919 than in 1925, there was only a little difference
in the two years in the way the individunl farms varied above and
below these averages.” In 1919 taxes took 25 per cent or less of the
net income of half the income-yielding farms, whereas in 1925 only
one-fourth of the income-yielding farms paid 25 per cent or less.
Similarly, in 1919 three-fourths of the farms paid 50 per cent or less,
and in 1825 two-fifths paid 50 per cent or less In taxes,

Bome emphasis is placed on this ansalysis of the data in this State
-and elsewhere as the average figures that are most often quoted fail to
reveal all of the real situation, as relatively few actual farms may be
found to be payiag in taxes a percentage of income which is reasonably
close to the average percentage.

MISSOURI

Field agents secured date from rented farms for the years 1919 to
1923 in four counties of Missouri—Gentry, Boone, Audrian, and New
Madrid {2). In 1923 it was found that taxes absorbed 20 per cent of
the net rent of the 256 farms studied in these counties. In 1919 taxes
had taken only 10 per cent of the netrent. Over the 5-year period,
1919 to 1923, the percentage taken by taxes was slightly above 186.
The increase was due mainly to the rising level of taxation rather than
to & drastic decline in net rent. ‘The major portion of the tax increase
in these counties occurred from 1920 to 1921, Table 13 contains the
average annual tax and rent figures which were secured in this portion
of the study.

TaBLE 13.—General preperty taz and nef rent per acre on selected farms in Missouri,
19151828

Net rent

Mizsouri Agr. Expt. 8ta. Research Bul. 93 {2, p. 6).

u The coafficfents of varistion for the nondeficlt favms for 1619 sud 1925 ere 67 and 52 per vent, respactively,
This diﬂemnee would be Jargely elimingted if the Jarger number of deficit farmr in 1925 ware taken into
peeonnt.
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TanrE 14.—General properiy taxr and net veni per acre, northwesiern coundies of
Mumrs, 1818-19%2

Tanm
Acres in Net ront P, N
£T08 PR 8010 ‘eroni]
Yoar “ m these before mctmt

'deduoting)
taree | Fer 8T8 befomde-

Nuntiber 1 Number { Dollars | Doliar Percﬁ:.ts

g
bt
>
=
]

328
10k4 4,955 2905 .33 L1
& 0 5087 12 a2 10.2
INs.. a7 £ 813 331 .32 8.7
7. i¢ 8, 887 L54 38 0.9
1918 58 10, 2% 383 .38 %3
1018 88 14, 27% 4.80 .48 10.4
I L) 17, 724 4.63 ) 1.4
1821 141 =01 4,42 .71 160
o2 206 33, 403 426 .73 71

£. Bta, Resam-ch Bul. 63 (4,5.7). Parceutages have boan compntad from totals and
mi. from; the. gxivgg per-acre fgureg,

The data contsined in Table 14 are based on a survey of cash-
rented farms in 23 counties in the northwestern part of the State
and indicate that the recent incresse in taxes did not begin untit after
1918 and that, up to that year, taxes had teken a small and de
portion of net Tent. A drastic incresse of taxes from 1918 to 1919 was
sccompanied by an increase in net rent with the result that taxes took
only 8 slichtly Ereater percentage of net rent in 1919 than in the pre-
ding year. Another sharp incresse in taxes came from 1820 fo
1921 This, however, was accompenied by a decline in net rent. The
percentage of rent paid in taxes increased from 11.4 in 1920 to 16 in
1621,

NEW JEBRSEY

Date were secured by questionnsaire from 98 rented farms in New
Jersey for the year 1927."* This number is smali, but it should be
recalled that there are only 4,723 rented farms in the State, so thet
dats for 1927 were rocorded from more than 2 per cent of the rented
farms. The farms reporting were well distributed throughout the
Btate and probably indicate genersl conditions with fair accurasy.
Net rent per acre in 1927 amounted te $4.41. Taxes were $2.12 per
:aers, thus amounting to 48 per cent of net rent. These figures are
wcompared with those for 1925 and 1926 in Table 15. Taxes and rent
‘inereased in the years 1926 and 1927. 'The increase in net rent was
rrester proportionately than that of taxes, with the result that the
18ti0 of taxes to net rent decreased in each of these years.

1 Tha results of thia stedy will be published in the near futurs by the New Jeruey Agricultural Experl-
mant Station {n ocoperation with the Bureaz of Agriceituml Economics,
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‘TaBLE 16 —General property fox and net rent for selecled farms tn New Jersey,
1926-1927

Tazes

Net rent
Farmsto- per Beie Percont-

bafora
porting deductin
tozes % Po

Dollars

374
9 409
] 441
9 408

Reports from 79 farms for each of the three years of the period
1925 to 1927 are available. Over the whole period net rent per acreon .
these farms averaged $4.48. Taxes averaged $2.13 per nere and the
portion of net rent taken by texes 47.5 per cent. The annual figures
for these 79 farms indicete a progressively improving relationship
in the tax and rent situation, '1}]’13 percentage reletionship of taxes to
net rent in 1925 was 51. 'The following yesar it had fallen to 48, and
in 1927 it was 44. 'This occurred in spite of an increase in taxes from
$2.04 per acre in 1925 to $2.24 in 1927, It is explained by the much
greater increase in net rent, which rose from %3.98 per acre in 1925 to

$5.09 in 1927,
NORTH CAROLINA .

A study of 416 rented farms widely distributed over the State
furnished rent and tax figures for North Cerolina in 1927 (16, p.
46-208). Reports were secured for the years 1925 to 1927. In the
latter year, net rent averaged 3695 per farm and $3.04 per acre.
Taxes the same year averaged $201 per farm and 88 cents per acre.
Thus taxes amounted to 29 per cent of net rent.

Table 16 gives the figures for 1925-1927. Both taxes and net
rents were lower in the earlier years, whereas the percentage of
net rent faken by taXes was slightly higher, 35 in 1826 and 33 in 1925.
Taxes took, in each of the years, a greater percentage of the net
rent of cash-rented farms than of those rented on shares. This may
partly account for the fact that the average percentage taken by
taxes was higher in the two earlier years than in 1927, as cash-rented
farms composed the majority of those reported in 1925 and 1926,
but were in the minority in 1927.

TasLe 18.—General praperly {ax and net rent on aelecled farms in North Carolina,
19251987

Net ront Toxes
ot ren:
Porcent-
Fermsre "‘g‘;g" pgfgf’: ageolnet
POrting | farme |deducting Per acte bemtde-
taxes ductlng
texes

Number | Number | Dollers | Dolle:

1925 160 93, 044 219 0.7
1926 __ 182 35, 501 221 i
1977 416 | 95,205 3.4 .88

Average - 25| M, 583 248 .70

Ié;fc}m of the tax commission of NorthCarollaa {16, p. 181}, (Table corrected and J-year averago come-
puied.
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Farms reporting from the coastal plain in 1627 yielded an average
of §926 to their owners after paying ell expenses except taxes. This
latter item amounted to $252 per farm, or 27 per cent of net rent.
The majority (86 per cemrt) of the farms reportifig were in that section
“of the State. Themountain section was represented by only 18 farms
These reported taxes amounting to over two and one-half times the
net Tent. On 33 farms in the tidewater section, taxes amounted to
one-half of the net rent, and on 89 farms in the Piedmont, taxes took
one-third of the owners’ net rent.

NORTH DAKOTA

Rent and taxes for the years 1821 to 1924 wers studied on farms
in three counties of North Dakota—Traill in the eastern part of the
State, Wells in the central part, and Hettinger in the western part;
and data were secured in two of the counties, Traill and Wells, for
two earlier years, 1919 and 1920 (/3). Table 17 shows that taxes .
averaged about 40 per cent of the net; rent for the years which the
investigation covered. In the four years 1920 to 1923 they tooky
practically 50 per cent of the net rent, -
TasLz 17.—General properly lax and net rent per acre on zelecled farma in North

Dakota, 18191924

Farms re-|
porting

Numb:g Number

82 ' 00
n . &8
117 . N ]
158 . K.
158 3 3 + 50

North Dekota Apr. Expt. Sta. Bul. 203, (13, . 18).  Figures from two countles (n 19{0 and 1920 and from
threa in the ng yeors.

One finding of this study deserves particular notice. The tax
condition of the farms was, so far as net rent is concerned, ss favor-
able in 1924 as in 1919. This is accounted for by the high net rents
received in 1924. In Wells County, the 1924 rent figure waa almost
twice that of 1819, and in Traill County it was nearly 85 per cent
greater than in the earlier year. Taxes in Wells County increased 86
per cent during the period and those in Traill 56 per cent. The
greater portion of the tax increase in these two counties came from
1919 to 1920. Since 1922 taxes in each of them have declined.

When charges in the average tax figure are studied, it is found that
they do not correspond in tﬁeir rise or fall to rent figures. Other
instances of this maladjustment of incomes and taxes have been noted
in the ease of individuel farms as well as in average resuits. It
is experienced in any section in which there are large annual variations
in the income-producing capacity of farm lands., As is illustrated by
the North Dakota figures, taxes decline only slightly, if at ell, from
t:ine vear to the next, whereas incomes are frequently subject to drastic

ecreases. :
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ORIO

‘taxes in Ohio from the years 1913 to 1922.. The particular value of

these, dats arises from the fact that they cover s 10-year period during -

which farm texes increased at a greater rate than they have at any
other during the past 50 years. Caah rent on these QOhio farms
increased with some irregularity from 1913 to 1920 and declined in the
years 1921 and 1922, Taxes increased in every year of the period
except 1816. Cash rentsin 1922 were 33 per cent above those reported
in 1913, wheregs taxes were 128 per cent; above the earlier year. In
1913 taxes took 24 per cent of net rent. This percentage declined
slightly in-1914, increased somewhst the following year, and remained
practically constant in 1916. Thereafter there was up to 1922,
and ‘with s minor exception in 1919, an slmost steady increase in the
percentage, which reached 41 in the Tast year of the peried. 3

TazsLy 18—General praperty tax and net rent per acre on selecled cash rented forma
v in Ohio, 1813-1588

Taxes
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Branney, C. O, and Nzwtow, R. W. Op. cit., p. .
Percontsges have been computed from otals and nof, from the derived per-acre figures.

PENNSYLYANIA

Reporis of taxes and rents on Pennsylvania farms thet are sum-
marized in Table 19 are rather meager in number and cover only one
year {19). They do present a fairly largs sample from Lebanon
County and e few farms from Lancaster County, representing the
better agriculture of the State. The sample from Warren and West-
moreland Counties, representing, from the agriculturel point of view,
soms of the less productive counties of the Stats, is not sufficient to
justify any conclusions. _

The great differences between the two groups of counties in the
%ercentaga of net rent taken by taxes may indicate that conditions in

ennsylvenia, as elsewhere, make necessary heavy demands on the
poorer sections of the State for certain governmental services which are
easily met by those portions of the State where incomes are higher.
In other words, the cost of govermmental services tends to remain
fsirly constant even if the wealth of various sections of the State or
the 1ncomes of those sections vary.

L

Tn Table 18 ere tabulated the results of a study of cash rents and -
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TapLn 19.—Gmrdi property lax and net rent per acre on selected farms in Penn-
sylvaria, 182425 )

Number | Nutnber
7 400

55
5
8

{..agmstar.
Warren.._ i
Weatmorstand -

§, 655
1,041
L

. 54
203

Computed from data siy, by F. P. Weaver {16). '
‘The average for thase cotn.  ‘should not be assumed as representing the Stats az a whols because the
arma in tizess countles may 500 18 typlesl of all farms,

S0UTH DAKOTA

Rented farms in Brookings, Beadle, Day, Hamlin, and Pennington
Counties nf Sputh Dakota were studied in order to secure income and
tax figure  the years 1919 to 1926 (§). Data were secured over
this 8-yes: period for, on an average, 151 farms. The counties in
which these farms are located are well distributed over the State, and
although the sample is small, the results of the study probably repre-
sent to a fair degrée the general situation.

Rent and tax levels differ considerably among the counties, The
average net rent per acre for the 8-year period was $3.34 in Brookings,
$2.79 in Beadle, $1.82 in Day, $3.23 in Hamlin, and $0.96 in Penming-
- ton. Taxes per acre averaged 89, 82, 73, 83, and 21 cents respec-
tively, in these counties. As this would indicate, there was great vari-
ation among the counties in the number of cents which were paid out
in taxes from each dollar of net rent. For the whole period from 1919
to 1926, inclusive, the owner of a rented farm in Pennington County
paid cut in taxes on an average 22 cents of each dollar of net rent,
whereas in Day County 40 cents, or nearly twice the amount in Pen-
nington County, was paid out. The other counties fall between, the
number of cents paid in taxes per dollar of net rent averaging 26 in
Hamlin, 27 in Brookings, and 29 in Beadle.

" The average figures for the whole period tell only part of the story,
JIn Day County 1n 1921 taxes were $1.20 for every dollar of net rent.
In Pennington, the same year, they were $1.13. This was due in
each of the counties to drought and heil, which came along with low
prices for agricultural products. At the other extreme, in Pennington
County in 1924, farmers paid ouf in taxes less than 7% cents of ev:
dollar of net rent. Ta other words, although taxes in 1921 seemed
confiscatory, if conditions were judged from that year only, three
years later in the same county they were so small as to constitute a
minor deduction from income.

Teble 20 summarizes the 8-year figures of the farms reported from
South Dakota. The qualifications placed upon the use of average
figures should be observed here as elsewhere. The averaﬁes do, how-
ever, illustrate trends and so are worth consideration, Net rent per
acre was highest and taxes were lowest in 1919, the percentage rela-




- :‘.tlonshlp of taxes to neb rent being 16. Tyo years. later rent ha.dKi‘“nllen-f- ]
© to 8$1.30 lig ‘acre and taxes had risen to 71 cents, with the result that -
0

" taxes took 55 per cent.of net remt. From. that. year throug h 1924, . f
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thers was an improvement each year in the rent figure with only a
slight change in the taxes. In 1924 taxes took 21 per cent of net rent. . -
A slight decline in rent oceursd in 1925 and s material decline in 1926."

There was little change in taxes during these years, taxes emounting - .

to 23 per cent of net rent in 1925 and to 30 per cent in 1926,

Tnnml 20.—General property tax and net rent per acre on selected farm.a in Smeth c
.- Dakota, 1919-1926
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Bouth Dakoia Agr. Expt. Btn. Bal, 232 {5, p. 30).
YIRGINIA

Reports of taxes and rents for 1926 were secured from 1, 094 i'arms E
located in 33 counties of Virginia. This saniple is large enough' to

represent the various portions of the State in whlch rentéd land is of -
importance. The average net rent of the farms from’ which reports- N
were secured was $2.12 per acre, and oub of this taxes amounting to - -
42 cents had to be paid. Thus, taxes took 20 per cent of the net rent

of these farms.

The State was divided into several districts for the purpose. of the
survey. The farm data secured in each distriet’ aEpesr in Table:21.
Farm taxes in relation to income were highest in, the eastern district,
where taxes took 33 per cent of the net income of the 91 farms for
which data were secured. In the locality designated as the Blue
Ridge, owners of the 92 farms reporting paid 29 per cent of théir

net rent in taxes. At the other extreme, so far as rent and taxes’aTe

concerned, were 113 farms of the valley north district, where taxes.
took less than 16 per cent of net rent. The sections dealgnated
as northern, South I, and South II had results which were not’ g’reﬂ.t]y
different from those of the valley north. _

1 A detalfad report of this investigation will be publishad by the Virginis Agricuitural Experi.mmt Stac
tion in mpemﬂol:lowith tira Bureau of Asricu.ltuml Economies.
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'I_'Ah;.E__?l.—Gmeral property toz and net rent.p.er acre on selecled farms in 88
C counties of Virginia, 1936,
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Counties represented in the reports of each of the districts follow: Southwest—Weshington, Bmyth,

, Bussell, Tazewell, Montgomery; valley central—Alleghany, Bath, Botetnu.rt,é%uckhrldge,;&umta;
valley norih—Rock!ngham, Frederlek; northerp—Loudoun, Fauquisr; esstern—Westmoreland, Essex, .
Hanover, Henrjep; Eestern Shore—Accomae; southsast—Nansemond, Prinee Gwrfe, Sussex; Bouth I—
ck, Lunenburg, Prinoe Edward, Cumberland; Sonth II—Halitsx, Pittsylvania; Biue Ridge—

Parcent- . -

Carrot), Bedford, Amherst, Albérmarle, Percentsges have been computed from totals and not from the .

derived per-acre figures.

In Virginia, as elsewhere, the difference between the reports of
individual farins and the average was striking. Figure 5 illustrates
these variations for the State as a whole and for certain sections.
About 12 per cent of the farms from which reports were received in’
1926 yielded no net rent to their owners after taxes and other expenses
had been paid. Taxes tock 50 per cent or more of the net rent on 22
per cent o?the farms. On the other hand, 3 per cent of the farms paid
5 per cent or less of their net rent in taxes and 12 per cent of the farms
peid between 5 and 10 per cent. :

WAIHINGTON

- Reports from 406 rented farms in Washington were secured for -
1926. The owners of these farms had received net rent averaging
$2.71 per acre from which it was necessary for them to pay 79 cents
per acre in texes. Table 22 indicates that the situation in 1926 wes
not greatly different from that in the two lpren?i.01.19. years, Net rent
wes 9 per cent higher in 1925 and 4 per cent lower in 1924 than in 1926.
Taxes were the same in 1925 as in 1926 and were 4 per cent higher in
‘1924, The percentage of net rent taken by taxes for the 3-year pe-
riod averaged 29, which was its 1926 level. A slightly larger propor-
tion of net rent was taken by taxes in 1924 and a somewhat smaller
proportion in 1925, :
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FIGURE 5.—FERCENTAGE DISTRIBUTION BASED ON RELATION OF TAXES TO
NET RENT ON FARMS IN VIRGINIA—IN THE STATE AS A WHOLE AND IN
SELECTED DISTRICTS—IN 1826 ’

One hundred forty-eight reports In district 2 which weré collected from Aleghany, Bath, Botetonrt,
Rookbridge, sad A ta counties show a grester concentration of fatms payicg frem 10 to 20 g
oant of their net rent In taxes than do the 1,093 reports from the whole State, Only asmall num
of ferss in disteiet 2 (the central valley) fail to yield snough netrent topay taxesand sll other

sxpenses. District 7 (souihesstern V i}, comprising 113 reporta from Nansemond, Prince
(eorge, and Sussex Counties, has a large per cent of jts farms in the higher percentage groups
than district 2 or the State 3 & whole, '

"TasLs 22.—General property taz and net rent per acre on selented farms in Washing-
: ’ lon, 19841588 -
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Owners of the farms reported on for the 3-year period 1924 to 1926
from the Palouse country of southesstern Washington paid on an
average 23 per cent of their net rent in taxes. These farms yielded to
their owners annually from 1924 to 1926 $3.19 per acre in net rent,
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from which taxes of 73 cents had to be paid. Owners of farms in the
irrigated sections of central Washington reported that they paid 27
. per cent of their net rent in taxes. Their annual net rent averaged
$9.61 per acre, and taxes $2.61. Tex figures given here and elsewhers
do not include water charges or other special assessments. Farmers
of the Columbis Plateau reported that taxes took 29 per cent of their
net rent. Taxes in this section of the State averaged 42 cents per
acre and net rent $1.44. The relationship between taxes and net rent
in western Washington was less favorable than in the three sections
just described. Although neft rent at $4.79 per acre was well above
the average for the State, taxes amounted to $2.09 per acre. Thus
taxes in western Washington took 44 per cent of the net rent.

TAXATION OF RENTED FARMS SUMMARIZED

If the discussion of taxes and rent of farms in 14 States located in all
sections of the country could be extended to the other 34 States, new
evidence of the weight of taxation on farm real estate would be ob-
tained, but it is doubtful whether any condition of this single aspect of
the problem would be disclosed that has not been revezled by the
studies already completed. It will be profitable, however, to attempt
to bring together these results and to try to discover what they con-
tain of importance to one who wishes to understand the farm-tax
situetion. :

A diagrammatic summary of the studies is presented in Figure 6.
The data that appear in the figure are largely self-explanatory, but
their interpretation required considerable study. The data refer to
different years, because the various investigations have not been
concerned with any one year or series of years. ¥ven if & single year
common to all the investigations could be chosen, there would be
grave objections to its use. Any one yesr might fail to revral the
situation within a State since there could be no guaranty that the
figures for that year were not abnormal. .

In order to secure as accurate a description as possible of the general
situation in each of the States, data for two or more years have heen
combined wherever possible. In only one case have data for a year
prior to 1922 been used. By using returns for the more recent years
8 picture of more stabilized agricultural conditions can be presented
than would be indicated by using data from the years 1919 to 1921
along with those for the more recent years. In the single case of
Ohio the years 1921 and 1922 are the most recent years for which data
are evailable. It is considered that the use of the figures for these two
years gives a more balanced picture than would be obtained by using
1922 alene. .

Total net rent before taxes were deducted is highest for the few
farms reported from Pennsylvania. Inadequacies of the data from
thet State heve been mentioned. Figures of net rent that adequately
represeni the State would undoubtedly be lower, and the ratio’
hetween taxes and net rent would probably be higher. In Iowa, New
Jersey, and Ohio per-acre net rent figures for over 84 were reported,
and those in Indiane and Missouri lacked only a few cents of this
smount. Arkansas figures indicate an average rent per sere amount-
ing to over $3. Michigen, North Carolina, South Dakote, Virginia,
and Washington fell into the class reporting net rent of between
$2 snd 83 per acre. Colorado and North Dakota each aversge
slightly under $2 per acre,
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The farma of four States—New Jersey, Pennsylvania, Ohio, and
Indiana—reported an average tax per acre of $1.50 orover. Iowaand
Michigan had per-acre tax 8 of between $1 end $1.50. All the
remaining States‘of the group studied, except Virginia, fall into the
group reporting taxes of from 50 cents to $1 per acre. Virginia's
ta@ per n(ire was 32 centsl.m 1o 1 '

ennsylvama fignres show the t average nei rent per acre
after taxes had been deducted, but tﬁese figures are almost wholly

I4 STATES, SELECTED YEARS, 192] -1927 K

NET RENT: DOLLARS PER ACRE TANLS: PERCENT OF NET MENT
“ & ©q 2 20

MICH. b
102y -1808 LA

Nl b
V923t RldLLZLLZ

. T

WL ittt

€oLO,
n2s-1328

vozsber L0000

N. DAY
Wa2-192%

Wboere /70

o 7

i i
o ¢ 0

V27

S.D8K. by
19221928 [LLLZAR

Ve,
v 1 P

T ——
1923-1923 W/’

22 Mt rent{ before deducting taxes) EZA vetrenr ¢ ot'ter ceducting faxest
W rexes Percantage ralationsnis, Yaxes 10 nar rant { BaTart datucting faxae)

FIGURE 6.—GENERAL PROPERTY TAX AND NET RENT, SELEGTED FARMS
’ IN 14 STATES, SELECTED Y EARS, 1921-1927

In‘Michla.nnndNcwngmduﬂnz&enﬁoﬂshﬂmﬂdmuﬂwmmwmtﬂm
oat rent beford taxes wore deducted. At the other extremnes, in Virginia, Miognrd, and Arkmn=ss
tares ameunted to 20 per cant or less of net ront.

derived from the better farms of the State. Iowa and Missouri report
AV net rent after taxss had been deducted amsunting to between
$3 and $§4 per acre. Arkansas, Indiana, Ohio, and New Jersey are in

_the group reporting from $2 to $3. All the remaining States are in
the $1 to $2 group. )

The percentage that taxes take of net rent before taxes are deducted
is of more siinﬁcsnce for comparative purposes than are the per-acre
figures whichk have been summarized. In Figure 6 the States are
arranged in order of this percentage. In Michigan taxes averaged
58 per cent and in New Jersey 51 per cent of net rent. Five States -
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are in the group in which taxes average from 30 to 40 per cent of net
rent. Four more are in the 23 to 30 per cent group. In one an
average of 20 per cent is taken by taxes, and in the two remain-
ing States taxes take between 18 and 20 per cent.

8 it possible from the assembled data to conclude that taxation in
any single section of the country is taking a larger proportion of the
net income of farm lend than in other sections? ’IIl)xe four States in
which the proportion is highest are Michigan, New Jersey, Ghio, and
Indiana. North Dakota and Iows are not far behincﬁ In other
words, the pressure of taxes seems heavier in the North Central
States than in the other sections which are represented in Figure 6.
The situation in New Jersey is influenced by urban development
which often causes high taxation long before a compenseting increase
in net rent appears.

The date on which the study is based do not supply conclusive
evidence sufficient to trace the heavy burden in the Rforth Central
States to the single cause either of high taxation or of low income.
In each of the States just mentioned, except North Dakots, tazes
figured on a per-acre basis are high. It is also a well-known fact
that in the North Central States the services that the local govern-
mental units are called upon to supply are greater then in many other
sections. In Colorado and North 5&1‘01111& the percentage of net
rent taken by taxes is as high as in some of the North Central States,
In Colorado the standard of public services has'been kept ai a high
leve] for many years, and North Carolina has made heavy expendi-
tures in the last few years to improve its governmentsl services.

It is un uest.ionabgr true that net income from land has been low

enerally throughout the North Central States for the lest eight years.

he same statement could apply to agricultural income for the count;
s & whole, but this region has probably been as unfortunate in this
respect as any other. Thus it seems s logical conclusion that both
hlgﬁ taxes and low agricultural income have been factors in making
the percentage of income taken by taxes high.

Additional confirmation of this conelusion is found in a considera-
tion of the three States in which taxes have taken the smallest per-
centage of net rent. These States are Arkansas, Missouri, and
Virginia. In each a condition exists which makes taxes low es com-

ared with the average of the country. In other words, low taxes
ere, rather than high income, has kept the ratio between tax snd
income low.

No simple average of the deta presented in Figure 6 is in any sensé
significant. Itis possible to say that in half of these States taxes took
from 25 to 35 per cent of the net income of rented farms. In the
cases of three States the percentage was lower than this, and in four
others it was higher, Hence, on the sssumption, which seems on the
whole justified, that the States examined are typical of general con-
ditions, it may be estimated that during the tperiod 1922 to 1927
taxes took about 30 per cent of the net income from rented farms.

INCCME AND TAXES OF URBAN PROPERTY

1t has been asked whether the relation between income and taxes
of farm property differs widely from that which prevails in the case
of urban property. The available data permit no conclusive answer
to this question, but studies of the subject have been made in nine
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of the States from which the farm data were secured. A summary of
the .percentage relation between taxes and net rents on farm and
urban properties in these States is contained in Figure 7. The
studies have been made to supply the demand for information con-
cert_:inf the taxation of types of property that are not devoted to
agnculture. : o

In five States it took a greater percentage of net rent to pay taxes
on farms than fo pay taxes on urban property. In the other four
States the situation was reversed, taxes on the urban properties
taking the greater percentage.

On the basis of thess data, no conclusive answer to the question of
whether city or farm taxes take the greater proportion of the net
return from resl estste seems possible. In both cases the percentage
that goes to pay taxes is high throughout the country. fBuring the
years immediately following the post-war deflation, it seems unques-
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In Ave of the nine States taxes take a greater part of the net rent of farm: than of urban praperty.
The maximum difference i3 in Indlans, where taxes on farms were 37.8 per cent of wet (nrm rent
;.p;iu:g:es on urban property 30.8 per cent of urhan rent, In most of the Biates the diffarence

N
tioned that farm real estate contributed to public funds a grester
proportion of its return than did urban real estate.

o circumstances tend to explain this situation. Net income on
farm property was low, and often nonexistant. Assessed valuations of
farm property, on the other hand were at their peak, The fall in
market values of farm land was not reflected in a decline in its assessed
valuation for several years. The fact that there is in all ceses &
period of sbout & year between assessment and payment of taxes
makes a lag of one year inevitable. Besides, only half of the States
sasess farm reel estate every year and in many of these States the
annual assessment ia a formal rejuirement which results in copying
the figures from the previous year’s rolls. As a result in many cases
farm properties were assessed for several years af a proportion of their
actual value which was materially higher than the normal proportion.
The effect of this was a high tax contribution at a time Wﬁen income
was exceedingly low,
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Too much emphasis should not be placed upon the influence of
high farm assessments in causing farms to be taxed at a high propor-
tion of their net yield. Farm {axation is largely local taxation. So
far ns this local taxation is concerned, it makes no difference whether
the average relationship between assessed valuation and true vslue is
high or low. If itis high, the tax rate may be low. If, on the other
hand, the relationship is kept low, the tax rate must be high. Low
pssessment rafios have usually been sccompanied by the maximum
inequalities of assessment. In other words, it is considered much
easier to assess uniformly at & high ratio than at a low rate.

Outside of the local jurisdiction, & difference in the ratic of assessed
to true velue will tend to transfer part of the taxes from the low-
assessed group to the higher groups. Buf these taxes in most
sgricultural sections of the country are relatively small in amount
and could not account for a large inequality between urban and rural
properties. As an examination of the effects of inequalities in assess-
ment forms a later section of this bulletin, detailed attention is not
given to the subject here, but i is mentioned as one of the several
causes of relatively high taxes for agriculture during the years of the
depression.

The comparison which has been made of the taxes and yields of
urban and rural properties does not give s satisfactory indication of
the relative burdens of taxation on these types of property. From
the point of view of current income to the owner of rented land, the
comparison is exceedingly important. Examinsation indicates that
both types of property pay high proportions of their net yields in
taxes and that on the basis of the few States for which figures are
evailable, farm property seems to pay a slightly greater proportion.

Too much importance should not be attache(f to the meager con-
clusions that may be drawn from the comparative date that have
been presented. Urban and rursl taxes are, in part, different things.
That 1s, the taxpayer in the city is purchasing, through his tax pay-
ments, types of services that are different from those paid for in rural
tax payments. The city government provides fire and police protec-
tion. It mainteins a school system which may be no better in its
individual units than are the rural schools, but which enables pupils
to carry their education further and provides a greater variety of
training and more elaborate equipment. The streets maintained by
city taxes are of a higher grade and are usually kept in better condition
than are roads in rural sectioms. Street cleaning snd lighting are
city services that rarely have rural counterparts. Thus, it is aeppar-
ent that the things for which ¢ity taxes are paid are much more exten-
sive then the things which the rural property owmner purchases
through his tax payments.

In further qualifying the conclusions which might be drawn from a
hasty consideration of the data from city and country, it should be
recalled that although. the services supplied by governmental units
are much greater in the cities, the relatively inferior rural services
mey be provided at a greater unit cost to the taxpayers. No detailed
consideration of this is possible at present. It is mentioned merely
to suggest another direction in which it is necessary to look before
ﬁn[()hng the data ihat ere essential to a complete consideration of the
subject.

84030°—30—3
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Another problem relating to a comparison of the relative weight of
taxation deserves attention. The payment of taxes into the public
treasury by an individual or corporation is in itself no indication of
the amount which thet individual or corporation sctuslly eontributes.
An enumeration of direct contributions alone necessarily overlooks
the possibility that the one who pays the tax may be able to add it to
the price of goods or services that he sells or leases, or to subtract it
from payments that he makes to others. In other words, he may be
able to shift the tax on to some one else. The possibility of such
shifting as applied to various taxes and different types of property is
considered later.

INCOME AND TAXES OF OWNER-OPERATED FARMS

In a consideration of the income and taxation of farms thai are
operated by their owners, it must be kept in mind that the income
figures are of a different nature from those which have been used in
the precading part of this bulletin. The rent that a tenant pays to
his lendlord is on an average a close approximation of the ability of
the land to produce income. It is income from property rather than
from labor. No similar figzure for the owner-operated farm can be
computed except on the basis of certain assumptions. The deserip-
tion of the methods by which the income of farmers who own and
operate their farms is computed will indicate what these assumptions
are. Data are presented for the country as a whole and for certain
States in which a large body of dats has been secured.

THE UNITED STATES AS A WHOLE

Figures relating to the net returns from owner-operated farms have
been gathered on a nation-wide basis since 1922. They are obtained
through questionnaires sent out each yesr, and are subject to the
limitations that govern complicated data assembled in this way. As
their general nature snd accuracy have been discussed’'in detail else-
where,’* it is nocessary here only to describe the use made of the figures
comparing them with taxes paid on each farm, There is added to the
difference between reczipts and cash outlay {except taxes) the increase
in the value of the inventory of personal property. This gives a
figure which may be termed the net returns before deducting taxes.
Two noncash items are then considered. The value of food produced
and used on the farm—a receipt item——is added to the net returns;
then the value of family labor, including that of the owner, is sub-
tracted from this sum. The remainder i1s termed net return before
deducting texes and is compared with the tax figure.

Taxes include small amounts paid on household goods and on a few
other items that are not a part of the business property of the farm.
These amounts are so small that their inclusion ﬁas no material effect -
on the data. .

The net return is a current-income figure. It does not take into
account the changes in the capital value of the farm real estate from

ear to year although inventory changes in persomal property are
included. There is the further fect that no account is taken. of:in-
terest payments. In other words, the owner of the farm is sssumed
to be a full owner. Since the tax figure is based on the whole property

15 Especially in Crops and Markets (7).




TAXATION OF FARM PROPERTY 35

of the farm whether fully owned or merely purchased with borrowed
money, it seems proper to leave interest payments out of consideration.

Teble 23 contains figures of the nat return on re};]c;rting farms for the
country as & whole and for the different geographic divisions, This
net Teturn, is the retirn on the property of the farm, plus any return
which may go to the farm operator as payment for his services as busi-
ness marager. Taxes per farm are compared with the net returns
per farm for each of the years from 1922 to 1927, end the percentage
relationships of taxes to net returns are computed.

Tanre 23.~—Net returns ! and tazes on owner-aperaled farms, 1988-1927

103

Qeographie divlsion

Doltars
North Atlantle HE 437
South Atlantic BO3 572
Enst North Central G55
West North Central__ ] 879
South Central G0
W 608

Cnited States. ... _____ L]

North Atlantle __
South Atlantie..

East North Central,
West Nerth Central
South Central
Western ..

B SEERNE
~l B se—

North Atlantic.__. 3 1,477
South Atlantic.. 1,7+ 3 1,837
Eust North Ceotral 2501 X 2,560
West North Centrul . 2,964 . 312
South Ceotral -] 3, %0 T . 3,418
Weslern 1,446 3 1,438

13, 475 5 13, 858

Compnted frem roports of farm returps {in.

&

! Average £riss cash receipts froa sales, plus the valua of food produced and used on the farm, plus change
in invanwra(_ of personnl i:roporr}', mines gverags curtent ensh expenses, minus the estimato value of family
labor ‘ncluding that of the ownér. The following items are not included: Inlerest pald, expeoditures foy
furf: 2prevements, nod estimared change in the valne of real estate during the yenr,

For the United States as a whole, the greatest proportion of net
returns paid as taxes during the 6-year period was collected in 1923,
when the percentage amounted to 31. There was a large increase in
net return the following year, and taxes amounted to 22 per cent of net
return. Since 1924 the percentage has alternately fallen end risen.
Tt was 20 in 1925, 22 in 1926, and 18.5 in 1927, when the average net
return was the highest for any year of the period and taxes were lower
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than in any year since 1922 Figure 8 contains comparison of the *
aver‘a%e return and tax figures per farm reported for the United States
and of the percertage of net return taken by taxes for each of the six
years.

It is unnecessary to describe in detsil the figures for each of the
geographic divisions. Figure 9 indicates the amount tsken by taxes
in each of them each year. In relation to farm income this amount
has been highest in the Rast North Centrsl States. It has been
lowest in the South Central States. The other regions, starting with
those in which the percentage has been lowest, rank as follows:
South Atlantic, Western, and %Vest North Central and North Atlantic
gractically together. No attempt can be made here to examine in

etail the reasons for the differences between regions. It will be noted
in passing, however, that those sections where the percentage taken

FARM NET RETURNS *PER CENT OF TAXES
KUNDREDS OF DOLLARS PER FARM TO NET AETURNS

3 & S 6 W0 20 30 40

-/

..

|

-J"ans # APUEL BEDUETIAG TAER

FIGURE B.~FARM NET RETURNS AND TAXES CN QWNER-OPERATOR FARMS
1IN THE LUNITED STATES, 1922-1927 -

The average oet retuirn per farm was hlghest in 1027 and Iowest in 1923, Taxes nveraged highest
in 19#. The percentage relationship of taxes to nat telurn was Righsst in 1023 and lowest in
1527, The chapge ftom 1823 to 1927 was largely due to the improvament In farm returns rather
then to & drastic reduction in taxes,

by taxes has been consistently lowest are in general the ones where
a lower quantity and quality of governmental services (that is, less
improved roads and short school sessions with poorly trained teachers)
have been supplied than in other parts of the country. This does not
apply to every State in each of these greups, but on the whole 1t seems
s fair description of the situation.

The net.return ficures with which taxes have been compared is
to & certain extent based on two noncash items, food produced and
used on the farm and the value of family labor. The values given to
these items are estimates and may be less accurate than are the values
placed on the cash items and on the increase in the inventory of per-
sonal property. For this reason, Table 24 is giyem;to,pqmpare by
years and regions the percentage of the net returns {bhatils Teceipts

it The decline in the tax per farm is undoubtedly duo to a decrease in the size of farms reported rather than
toa decling in farm taxes.
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plus inerease in the inventory of personal property minus cash outlay)
taken by taxes. This is a compsarison of taxes with a composita
cash income composed of the currens labor income of the farm owner
and his family, the return from the farmer’s managerial a.bilit{, and
the return from the property of the farm. The percentage reiation-
ship is lower than that whicg appears in the comparison of taxes and
net return, but there is nothing in it which is marﬂedly different from
the resulic already described.

2 ’//f%%’//f

FIGURE 9.—FARM RETURN AND TAXES ON OWNER-OPERATED FARMS, BY
REGIONS, 1522-1527

‘The averngs {farth returns which inglude Lo their computation noncash itemns such ns the inereasein the
value of the Inventory of persohal praperty, the velue of food preduced and used onthe farm, and
the valyue of the Inbor of the farm femily inchuding that of the o%arawr, Incrensed from 107 to 1927
in every sectfon of the country. Aversgs taxes wers reportad higher o 1927 than in 1922 In every
reglon except the Westers States.

TaBLE 24.—Perceniage relationship of lazes and nel relurns (receipls plus inveniory
increases of personal properly minus cash outlays) on owner-operaled forms,
19221827

Geggraphle division hlizs] 1925 058

Per cend Per cend| Per eend
North Atiantic 5 3.0 .0 16.8 B
Bouth Atlantie
East Xorth Central
West Narth Centrat.
South Central. e e e
Western._. ——

United States -

Computed from reports of Inrm raturns (7,
STUDIES IN INDIYVIDUAL STATES

Investigations of the relationships between the net return and taxes
on owner-operated farm land have been & part of the tax studies made
in several States. A summary of the investigations made in Arkansas,
Iowa, Massachusetts, North Carclina, and Pennsylvania will give an
idea of conditions in several widely separated portions of the country.
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The same quelifications that applied to the fizures that were secured
for the country as 8 whole must be kept in mind in considering this
State material. A further caution in 1ts use relates to the fact that
the methods of securing the data and the exact nature of the income
referred to were not uniform among the Ststes. '

ARKANSAS

Figures for the State of Arkansas have been gathered by the ques-
tionnsaire method which is used in eollecting the material for the
country as a whole (I, p. 10). As the same deductions. from gross
income have been made, no further description of ‘the method used is
necessary. Table 25 summarizes these figures for the years 1922 to
1926. 'There is a8 wide variation in the number and size of farms ss
well as in the net return and tax figures. For this resson, the changes
in the net returns from year to year may be as strongly influenced by
the changes in the sample as by the changes in the economie conditions
of the farmers. For the perod es a whole, however, the sample is
probably sufficient to indicate general conditions. Taxes are shown
to take 14 per cent of the net return on farm property plus the return
received for the manageriel ability exercised by the farmer. Net
returns averaged $577 per farm and taxes $82. :

TapLe 25.—TFares and nel returns on selecled owner-operated forms in Arkan-
8as, 1922-1926

tN’at To-
It per
farm g§~
fore de-
ducting
taxes

Doliars | Dollars
188 1 5 &5
455 aas 75
MY T 1%
353 rr) =)
613 67
428 577 82

Arkansas Agr. Expt, Sta. Bol, 223 {4, p. 109,
Simple averages and percentages computed from totals and not from derived per-larm Sgnrss,

IOWA

The date presented for lowa farms operated by their owners have
beea computed from farm management surveys. {3, p. H56-58).
The method of computation makes it possible to present figures
subject to the same interpretation as those presented for the country
as & whole and for Arkensas, although the basic date were derived in
different manner. The Jowa figures are of particular velue in that
they included data collected for the years 1913—1816 as well as for
more recent years.

Table 26 indicates that for the period 1913 to 1916 taxes took less
than 5 cents of every dollar of net return from farm property and
from the business ability of the farm operator. In 1918 taxes took
only & slightly greater amount, 5} cents. In the post-war period,
1921 to 1823, the situation hed so changed that taxes took nearly
22 cents of every dollar, and on 119 farms for which figures are
available in 1927 texes took 32 cents of every dollar of return. The
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table shows that net returns from 1913-1916 to 1921-1923 per farm. ,
have decreased 50 per cent or more whereas taxes have increased
120 per cent.

TaprLy 26.—Tazes and nel veturn on selected otwner-operated farmsa in Iowa, 1918
1818, 1018, 1921-19288, and 1927

t‘ll\‘ret -
ms
farm ba-
i
gl
tazes

Farmg

Waeighted averngs.

Walghted average....

Iown Agr. Col., Ext. Bul. 150 (8, p, 54,
{Dats recomputed.} .

1 Aggregate for period.

The 'Ijiﬁu.res quoted differ somewhat from those appearing in_the
Jowa bulletin. The difference is accounted for by the omission here
of an allowance for house rent in the income received from the farm.
Other data used in this section, except the Pennsylvania figures
do not take into account the return from the farm as a reaig:;ce
In order to make the figures comparable, this has been omitted in
the Jowa table. Although the origimal Iowa figures took into account
income received from the farm a8 a residence, they did not consider
taxes paid on the residential value of the farm, all taxes being charged
against the farm as a business.

r

MASBACHUBETTS

Farm-income figures aveilable from Massachusetts include returns
to the operators for wages as well as management along with returns
on the farm property (21, gl 112-113), To make these figures
comparable with the others which are being considered, an arbitrary
reduction has been made, based on the wages paid hired farm labor
in the State in the years concerned. This deduction amounted to
$765 in 1920, $603 in 1921, $612 in 1922, and $720 in 1923.17

The figures in Table 27 represent a farm-income computation
which includes return to the operator for wages and management,-
and the return on his property, minus an operator labor figure esti-
mated as has been indicated. Taxes show relatively little variation
from year to year during the period 1920 to 1923. The change in
the percentage of net return taken by taxes was caused by the exces-
sive variation in the net return figure, which, in 1921 was not suffi-
cient to pay taxes and which in 1923 had nsen sufficiently high to
make taxes amount to about one-sixth of the net return.

¥ The figures are based on the assumption that the average frmer is steadlly employed by the work
on his farm for the equivalvent of nine months of the year,
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TaAsLE 27.—Tazes and ne! relurns on aelected owner-operated forms in Massachu-
' geltn, 19201988 .

Nat re-

Bection of Btate and year 'E.’;'é‘ﬁr

dueting
tazes

Westarn Mamschusatts:
w2

Middlesex and Berkshire Connties:
1020

2.
122
1921

Average

NORTH CAHROLINA

Data from North Carolina have been provided by s farm-income
survey which ineluded an analysis of the 1927 farm business of 1,156
farmers (16, p. 46-208). For purposes of the survey, the State was
divided into four distriets and within each of these districts reports
were secured from farmers in two or more typical localities. As a
tesult there is available from 12 locelities in the State of North
Carolina a supply of material which gives for the single year 1927 a
more adequate deseription of the financial condition of the farmer who
owns and operates his farm than is available for any other State.
The fact that the data are so extensive makes them worthy of more
detailed treatment than has been given to those from the other States.

Income figures computed on a number of different bases were
prescnted in the published North Carolina report. For purposes of
this study, only the ones calculated on approximately the seme basis
as those used in the studies for the other States and for the United
States 88 a whole are considered. The figures in Table 28 were
computed by including among the gross receipts not only the pro-
ceeds from the sale of 51 products from the farm, inventory increases,
snd the value of the family living obtained from the farm but also
eceipts from work done off the farm, and the residential value of the

T

i ouse. The latter of these items was originally included in the
Towa study described on page 38. The commentmade there also applies
here. There seems little justification for including the value of work
done off the farm as an item of receipts in a comparison of farm
receipts and farm taxes. To avoid too great change of the material,
they are presented in Table 28 in the form in which they were pub-
lished in the North Carolina re%ort; that is, incluclin%l receipts for

work done off the farm and an arbitrary allowance for the residential
value of the farm and the fermhouse.

The figures have been recomputed for the State as a whole and,
omitting these two items from receipte, the average net return becomes
$307 per farm. Comparing this with taxes of $103 per farm, a
revised figure of the percentage of net return taken by taxes amounting
to 33.5 isobtained. : h




Tant 28.—Taxes and net relurns an selected owner-operated farms in Nortk ="
T ) . . _Carlaima,l_.‘)_.g‘_}:_?" oo . : o

o o . g ' 6go rala.
" Regionand are " Parms | AP farm . tgtamumg g
: , .| metre

Mounfain..

Jackion . )
MoDowealt . 1
Asha, ' 138

Piedmont__ - ; 109
Catawbs._. o 10

. Davidaon R 92
Persen —- anef . 138
Coastal plai.i . 162
Moote Pench 335
Nloore . 125
Cumberlatid - 141
Lenolr. - 135
Tidewatar. - 150

Ponder "3 186
Ghowat_.. o m

Tatal 0F AVETEEY-mnuins B -
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Adapted from therepart of the Tax Commission of Wortk Cadolina (21£).
¢ Mot retarns In this case Incindes sarnings for work off the farm: end ar sllawancs for the rental yalue of
1615: I:;,trér:‘house 63 b resldence, s well as the raturas on ferm property and on the business enterprise of the
Table 28 illustrates the extreme variations between one locality of
the State and another. Four of the localities did not have gross .
receipts equal to the necessary deductions even before taxes were
paid. A fifth aree did not have & net retwrn sufficiently high to pay
taxes. Pendér County, in the Tidewater, reported that taxes were
teking 44 per cent of net returns and Cumberland in the coastal
plain Teported that 28 per cent was teken by taexes. At the other
extreme was the Moore County peach territory where taxes were only
5 per cent of neb retirns, the remairing localities faxes were
between 10 and 20 per cent of net returns, including earnings for work
off the farm end ar allowance for house rent.

The grest variations among individual farms of North Caroling in
the percentage of net return taken by taxes is illusitated by Figure 10.
For 12 per cent of the farms yielding a net return in 1927, taxes were
eguel to or greater than thisreturn. Oune-quarter of the farms yielding
a net return paid 50 per cent or more of their net return in taxes en
45 per cent of them paid 20 per cent or more.

Figure 10 and this description of the situation des! only with those
farms that yielded some net return to their owners before faxes
were paid. Such farms comprise only 678 of the total of 1,156 from
which dats were secured. In other words, only 58 per cent of the
farms in 1927 yielded a net return before taxes were cﬂaducted and in
the"cases of onlty 51 per cent of them was thers enough net return to
pay thkés. - Contrasted with farms on which texes took sll of the net
return are the 28 per cent on which taxes teck 10 per cent or less of
the net return and 9.5 per cent on which taxes took 5 per cent or less.

" Parcent- . .
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- Emphasis-is placed on this variation from the average condition in

North Carolina beceuse it is a situation which had been found to exist
" dn every State in which comprehensive data have been secursd and -
* . which doubtless exists in all the-States, The aversge percentage of
- metb ret’.uﬁlné)md in taXes is high enough, but it fails to cadg ‘attention to

the real difhiculties of the situstion. They are found in an examination
of conditions affecting those who pay amounts far above the average.. -
- There is no simple remedy for the situation. Deficient income = J

~rather than high taxes frequently is the cause, and the remedy forlow . .~

" Taxes e v '

PERCENTAGE }

OF NET AEHT
© 10 OR MORE.

20

a0 -

Porcartage ralstionshin, faxes fo nad return
| (AYERACE OF ALL FASLT REPORTING ) \ 1

TN

Rt

O -0 2 20 4 s0 &0 70 B2 80 100
PERCENTAGE OF FARM PROPERTIES

FIGURE 10.—PERCENTAGE RELATIONSHIP BETWEEN TAXES AND_ NET
RETURN ON SELECTED OWNER~OPERATED FARMS IN NORTH CARO-

LINA, 1927

Farms that ylelded no not roturn befors taves wers deductéd have. boen excluded frome this com-
pariton. Such larmsecmprlsed 56 per cont of the totai nnimber [rom which raporis were racelveid,
Ol the remalning farms, 12 per cent paid In taxes all of what would otherwise bave beennat |
rafurn, and 24 per cent pald cne-haif or moro of thefr not return in taxes, At the othier extrems -
wera 28 per cent of thesa farms, whick pald In {axes 10 percent or less of their bet return. -+ . -

incomes is far beyond the scope of this study. Suggestions of 'w_ays of
remedying the tax factor in the situation appear i the concluding.
section of this bulletin. o .

PENNAYLVANIA

‘Data from Penpsylvania, which are presented in T

- | bla, 20, require.

Tittle detailed explsnation (19, p, 7-43). They are dgfif (l?r{;’m [erm
sirvey studies made for the years 1924 and 18257 Wet, fetutn is
figured on the same basis as in the other studies of owner-operator net
return, with the single exception that the receipts figures include an




- rent factor, all of the taxes being charged to the farm

' TAXATION OF FARM PROPERTY - - 43

- slowsance for the estimated value of the house rent, No attempt is
"~ made.to allocate s portion of the tax payment to a.pﬂly to this house-
usiness, :

TasLe 26 —Tazes and net refurns tmlselectscsl owner-operated farms, Pennsylvania,
9242,

Crawlord. ._

The percentage of net return taken by taxes varied from 17 in
Lencaster County, where the farms for which data were secured were
above the average for the county, to 102 in Warren County. No
percentage figura for Crawford County can be quoted as the average
return, for that county indicated a loss before faxes wers paid, Taﬁe
average perceniage refation of texes to net return for the State was 32.
This 1s probably a conservative figure, for, although different types
of the sgriculture of the State influence it, the farms representing
several of the sections are above the average.

SUMMARY OF THE STATE STUDIES

No attempt will be made to combine the results of the State
studies into an sversge figure. The number of them is so small that
such a figure would be representative of nothing more than en average
of conditions in five widely separated States. The fact that an
analysis of figures gathered for the country as & whole has already
been made renders any further averaging unnecessary.

It should be pointed out, however, that to a certain extent these
State figures are consistent with those which were secured from rented
farms end which are summarized on pages 29-31. The figures for
rented farms indicated that taxes were low as compeared with rent in
certain Southern States, among which was Arkansas. This State is
the lowest of the five considered in the study of the relationshi
between taxes and net returns on owner-operated land. Jowe, whic:
stood close to the average in the rented-land study, cccupies about
the same place in the owner-operator study. North Carolinae snd
Pennsylvania each show a somewhat higher percentage of net return
thao of net rent taken by taxes.

It seems probable that, if data for owner-operated farms in other
States were aveilable, these States would be found in approximately
the same place in each of the studies. In other words, there is no
indication f;-o;n‘ﬁﬁb available date that the results of the two portions
of the study &t inconsistent. They concern different types of income,
but the conditions which make one type high should influence the
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other in the same direction. There is no indication that taxes are
atly different on land utilized by the two tenure groups. Hence,
gl"xieierences in the percentage relation of taxes to net remt on land
will tend to vary in the same general direction as differences in the
relationship of taxes to net return on owner-operated land.

ASSESSED VALUATION AND SALES VALUE OF FARM REAL
ESTATE

It has frequently been remarked that one of the chief difficulties
connected with the general property tax relates to the assessment of
property. In the first place, there are large amounts of property
with tax-paying ability that do not appear on the assessment rolls.
Intangible property, to a large extent, escapes all taxes, particularly
in those States in which the legal attempt is made to tax it at the
same rate that applies to other property. Even in the case of tangible
property much escapes the assessor’s attention. Household goods
are commonly assessed only on the most arbitrary bssis. Valnable
jewelry almost always escapes assessment.

But in the well-conducted assessment district, real estate has
little chance of not being noticed by the assessor. The placing of a
value on such property is far from an easy matter, and many inequali-
ties arise from this source. Specisl investigations to determine the
relation between assessed valuation and sales values of farm property
have been made in Delaware (6}, Kansas, and Oregon, Data have
been accumulated as a part of other investigations in Arkansas, Col-
orado, Tows, Massachusetts, New Jersey, New York, Ohio, Pepusyl-
venia, and Virginia. No attempt is made to examine in detail the
results of these studies, but date drawn from certain of them will be
used fo illustrate the various points considered.

It is necessary in the first pﬁiee to understand what assessed valua-
tion means. Little attention need to be paid to its legal deseription.
Although certain variations ocour from State to Stale, the general
mport of such definitions is the same—sales value at  sele which is.
not forced on either side. In a few States consideration is to be paid
to the earning capacity of land, but this is only one feature among
several which are to determine the valuation. In some cases the law
further requires that all property or certein classes of property be
assessed at some percentage other than 100 of sales value. All farm real
estate, however, in any single State is to be assessed on & single basis.

Every 10 yoars the Bureau of the Census attempts to estimate the
percentage of actual value at which the real property in each State
1s assessed. The estimate is subject to a wide margin of error, but
the variations in percentage among the various States arc significant.
No State in 1932 was reported as being successful in ASSessing on o
100 per cent basis. The District of Columbia, where assessments were
estimated at 81 per cent of true value, came closest to this. States
in which the percentage was from 80 to 90 per cent were Arizona,
Indiana, Michigan, New York, Rhode Island, South Dakota, and
Wisconsin. At the other extreme were Florida and South Carolina,
with 20 per cent assessment records.

Such variations would be of only slight importance if there were
uniformity of assessment within each of the States. It makes littls
difference to the taxpayer whether his assessment is bigh and his tax
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rate low or his assessment low and his tax rate high so long as he is
called upon to pay a certain definite.amount for the services supplied
by the fovernmensa.l units. Difficulties arige when one taxg,fsyer hes
hisland assessed at a high proportion of its value and finds his neigh-
bor’s land in the same tax district to be assessed at a low percentage.
Similarly inegualities between taxing districts are produced by varis-
tions in their ratios of assessment to vslue.

A brief description of certain aspects of the resulis of several of the
investigations indicates the importance of these and other inequalities.

In an investigation in Kansas (8), which contained dates for the years
1913 to 1822, inclusive, the following types of inequalities arising from
a lack of uniform assessment were examined: (1) Inequalities amon
individual parcels of farm resl eséste; (2) inequalities among individu
parcels of city real estate; {3) inequalities between large and small
farm properties; (4) inequalities among townships; and (5) inequali-
ties among counties. -

Inequalities among individual parcels of farm real estate were more
important than any of the other types, both because the ineguslities
in themselves were greater and because they affected s larger propor-
tion of the tax levy than did the others. The other two major sources
of inequality were the variation among individual parcels of city real
estate and that between large and small parcels of farm reel estste.

Figure 11 illustrates the variation of 1,141 parcels of Kansas farm
real estate in 1921-22 from the average percentage of their assessed
valuation to their sales value. The vertical axis of this figure repre-
sents the percentage of assessed valuetions in terms of sales values and
the horizontsl axis the precentage of the total number of properties
assessed at or below the indicated levels. If the properties had all
been sssessed uniformly at any one percentage of their sales value,
they would have been represented by a horizontal line. The deviation
from the horizontal of tEe line representing the actual situation is an
indication of the extent to which there is inequality in individual
assessments.

The situation in Kansas in 1921-22 may be compared with that in
Iowa in 1927 (3, p. 11-24). The Iowa situation is illustrated by Figure
12, which is constructed in & manner similar to that used in Figure 11.
The average percentage of assessed valuation in terms of sales value
was lower in Towa then in Kansas. This in itself is of little signifi-
cance, the important factor being the variation of the individual
assessments from the average. The Keansas figureshows agreater vari-
ation from the average than does the Towa fi .. The fact that the
average assessment i Kansas is higher es the variation seem
greater than it would if the averages wers the same, but even taking
this into consideration it is evident that the variation from the average
was greater in Kansas than in Iowa.'®

These cases are taken as examples of the general situation. No
comparison of the efficiency of assessment in the States concerned can
be made from data drawn from years when conditions were so _entirealf'
different. No attempt will be made to illustrate this type of inequal-
ity from data secure(i) in other States. Wherever studies of the sub-
ject have been made much the same situation has been found.

¥ The coeflficient of varlotion of the Iowa cases is 25 per cent, whersas that of those & Eensas [a 31 per
cant,

84036°—30——+4
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- The effect of these inequelities in assessment among individual
piéces of real estate deserves close atteniion. Real-estate taxation
13 primarily: lacal in character, In 1922, for tke country as s whole,
the shave of the general property tax going to county and local uhits
amounted to 9(1}:01' cont of the total taxlévy. Itis within these minot
civil divisions that inequality is of the greatest importance. If it

were possible to have equality of assessment within the counties, the
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FIGURE 11, =DISTRIBUTION ON THE BASIS OF THE PERCENTAGE RELA-
TIONSHIP OF ASSESSED VALUATION TO SALES VALUE, 1921-22, OF 1,141
PIECES OF FARM REAL ESTATE IN KANSAS:

Ten percent of the pro were asaessod at 85 per cent or more of thelr sales value, Another 10
per cent were at lxs than 45 per cent of their sales value, ‘The npper 30 per cent of the

properties wore ssseased at 75 per cent or more of the sales value and the lower 30 per cent nt 55
Per cant or less. :

intercounty inequalities, to which reference will be made later, would
make the assessment of real estate on]ges].ightly inequitable.

An illustration of the situation may be taken from a study made in
Oregon (7). As a result of the inequalities among individual assess-
mants it was found that the half of the real estate of Oregon, which
was sssessed the highest relative to its sales value, paid two-thirds of
the total taxes on real estate, whereas the half of the real estate which
w3s assessed the lowest relative to its sales value paid only one-third
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i = of the taxes. In other words, the owner of a piece of property falling

" af the average of the upper assessment group might have to pay $400
in taxes, wheteas the owner of another piece which had the same sales .

value but. which wsas assessed at the average of the lowar group would

have to pay only $200. The situation In some of the counties in

Oregon was better than this, but in others it was considerably worse.

Ii it could be assumed that the inequalities within the county were

eliminated but that the intercounty lack of uniformity would remain,

. the iollowing situation would exist. Using the farms that have just

been mentioned ns examples, it will be sssumed that they are in dif-

PER CENT OF ASSESSED
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PER CENT CF TOTAL HUMBER QF FARM PROPERTIES

FIGURE 2. —DISTRIBUTION ON THE BASIS OF THE PERCENTAGE RELA-
TIONSHIP OF ASSESSED. VALUATION TO SALES VALUE OF 2,150 PIECES
oF FARM REAL ESTATE IN lIOWA, 1927

The upper IOEercentotthawhl pumber of properties examined were assasead gt Gd per cent
ot mors of thelr seles vales, and the lower 10 per cont werd soassad at 23 per cent or less. Tha
upper 30 per oot were sssessed at&g{:rmmurmmsndtba lower 30 per pent at 40 per ctot or
isss, The carve desertbing the distribution is closer to the horizontal Yine {ndicating the aver-
ago thau In the case of Figare 11,

ferent counties, one of which is assessed at the average of thHe upper
assessment group and the other st the average of the lower group.
The tax rates within the counties are assumed to be thesame. What
insquality is involved in the State taxes levied on the two properties?
Their combined taxes amount to $600. Ninety per cent of this, using
the average for the country as a whole,™ is collected within the coun-

1 In Oregon the situstion is somewhat differant, about 50 per cent being tollectsd by the connty and local

gtts.ﬁ.& plying this parventage to the axample, the two Propeities described would pay $:20 and $280
poctivery,
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ties, where assessments are assumed to be equitable. This takes care
of 8540, or $270 each. The other $60 is subject to the intercounty
inequality, two-thirds, or $40, being paid by one piece of property,
and one-third, or $26, being paid by the other. The first property
would have a total tax of $310 and the second a tax of $290.
Emphasis is placed on these examples of the relative importance
of inequalities within the local units and among the counties since
meny of the State boards of equalization that attempt to remove
inequalities function only among the larger units. Their work is
necessary and does relieve to a small extent certain of the inequalities.
But they are able to consider factors that cause only a minor part of
the mealadjustment of real estate taxes. The major portion of the
inequalities Hes within the local units and can be remedied only by
improvement in the initial assessment.
ne further type of inequality, which was described by the Kansas
report and which almost every study before or since that particular
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FIGURE 13.—RATIOS OF ASSESSED VALUATIONS TO SALES VALUES OF
RURAL REAL PROPERTY IN OREGON, CLASSIFIED ACCORDING TD VALUE
GROUPS, 1921-1926

The tendeney is for the ratios between assessed valustion and sales value to decling as the
value of the properties becomes greater. 'This tendency Is particulariy evident in tha group of
proporties that appear in elass A, and toa losser de t appears in the other groups, [Repro-
dizeed from Oreg. Agr. Expt. Sta, But, 223, (7, p. 15).)

one has brought to light, is a discrimination in relative assessment
between properties of low sales value and those of high value namely,
between small end large properties. All farms for which data were
secured in Kensas were divided into eight valie groups based on sales
value. The average ratio of sssessed valuation to sales value,
expressed on a Eercenta%e basis, for each of these groups, begininng
with the groug aving the lowest value, was 85.7, 76.7, 72.9, 70, 66 .4,
63.3, 62.3, and 58.7. In other words, as the sales value of propert
increased, the percentage of assessed valuation to sales value decreased.
In Oregon the same situation was found to exist. The counties
of that State were divided into three classes on the basis of variations
in the average values of farm property. Figure 13 shows the relation
between assessed valuation and sales value in the various value groups
in each of these classes. Group 1 represents the properties with the
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Jowest sales value in each of the classes. Group 8 in the case of
class A and Group 9 in each of the other classes represent the highest
sales values. In each of the classes there is a pronounced difference
‘between the ratios of assessment of the four low-value groups and
those of the remaining groups.

The tax commission of New York (15) has published data relating
to sales value and assessed valuations outside of cities and incor-
porated villages. Table 30 summarizes these figures and Eoints to the
same high relative assessment of the lower value groups that has been
found in the other States. The New York figures do not relate
entirely to farm property. They do, however, deseribe the conditions
prevailing in rural sections of the State. The further fact that the
same tendency toward E.‘l;ﬁh relative assessments in the lower value
groups in incorporated villages in New York State tends to empha-
size the importance of this factor in determining the distribution of
taxation.

TapLr 30.—Sales value and assessed valuation of properly oulside of citier and
incerporated villages, New York State, 19161825
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_ Annusal report of the State tax commission, ({5, p. 450), In this table certaln gronps are consolidated and
tha averages and perventages recalculated,

A Delaware study, completed at the end of 1928, revealed a similar
tendency for the ratio of assessment to sales value to decrease as the
value of the property increases (16). This tendency was marked in
town property in each county of the State and in the farm property
of two of the three counties.

Several reasons may be cited for this tendency to assess low-valued
property &t a higher proll:ortion of its sales value than higher-valued

voperty is assessed. The {exing officials are more femiliar with the
ow-valued property. They are called upon to deal with a greater
amount of it, and so it becomes less difficult for them to approximate
the sales value. It is necessarily easier to assess s small piece of
property. The assessor ¢an inspect it all and he ean keep the results
of such insupection in his mind. The improvements bulk large on
many small properties, -and these tend to make the property seem
more valuable even though they do not appear as a major influence in
the actual values that the assessor places on the tax ]books in those

districts in which improvements and land are assessed separately.
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L properties, on the other hand, are the exception rather than
the rule. = The inspection of them is more difficult, and the attempt to
hold their extent in mind is beyond the ability of MENny &950850T8.
The large figures that accurate assessment would involve are suffi-
viently beyond the experience of many assessors to make a low
valuation almost inevitable. Then, too, the owner of a large piece
of property is more likely to complain of an assessment than is the
owner of a small piece. His political influence is frequently ‘great
enough o make the assessor hesitate to incur his enmity., A com-
bination of any or all of these faciors, together with the underlying
lack of a development of scientific methods to apply to the assessment
of farm properties, accounts for most of the inconsistencies that arise
from relatively high assessment of low-valued properties..

The difference in the average level of assessment among taxing
units, although less important than other inequaslities of agsessment,
has attracted much attention. Tts effects have been compared with
the effects of inequalities among individual properties. It is caused

artly by the general lack of equality among individusl assessments.
Eeasons for this have already been considered. Competition among
taxing units to escape State or other taxes explains most of the remain.
ing inequalities among units. Fach assessor has in mind that other
assessors are keeping their valuations down in order to lessen the
contribution to tﬂa State by the properiy of their districts. The

result that naturally follows is the competitive lowering of the ratio
between assessed valuation and sales value. _
In concluding the consideration of the effects of the present assess-
ruent system on farm ﬁropert.y, one particular point needs emphasis.
1.

Improvement in methods of assessing individual properties will
probably do more toward equalizing the burdens of the general prop-
erty tax on farm J)roperty than will any other change that may reason-
ably be expected. The general property tax, inequitable as it is in
many of its features, will constitute the chief means of raising money
to support the agencies of local government for many years to come.
It should gradually become of diminished importance, {ut experience
indicates that for many years no new source of revenus will supplant
2 large part of it. For this reason it will be advantageous to owners
of farm real estate to use all possible means to secure more uniform
methods of assessment.

In the case of urban property there has been much progress in
introducing efficient and scientific methods in the assessors’ offices.®
Although many rural assessors are making use of the best means that
they can secure, they find themselves handicapped by the fact that
little attention has been given to the scientific determination of what
should constitute value for purpose of taxation. More attention
needs to be given not only to the basic elements of rural assessment,
but it should also be given to the simpler matters of methodology.
Man’ current reports of sales, and improved indexes of reports will
all furnish means by which improvements can be made. ethods of
choosing assessors and their supervision, training, salary, and tenure of
ofﬁceuﬁl provide possibilities which should be considered in any
attempt to improve assessments.

* Tha studles of Herbert D, Bimpson on the assesament af real estats for texatlon in Chi indlcate that
clty conditions may be as upsatistactory s those in rural communities, The Chicago diffiruitles wars
largely political, however, rather than scientifie,
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It is impossible here to indicate the assessment method that should
prevail in each State, Local methods of organization, State history
and traditions, and differing basic conditions make generalizations
unsstisfactory. No single program of assessment reform could fit
the needs of every State. But 1n every State in which investigations
of the subject have been made thers 1s an underlfying need for im-
provement in the assessing process, and it may safely be assumed to
exist to a greater or less degree in the other States. Methods of meet-
ing this need will differ. There is & field for experimentation, but che
basic fact that assessment of rural real estate 1s in an unsatisfactory
condition needs constant reiteration. .

Although it is true that the assessment of other property, partic-
ularly of personalty, is in a worse condition, it must be kept in mind
thet real estate now forms the basis for the support of the functions
of local government, and that even if the general property tax does
become a less important festure of American taxation, there is no
immediate chance that the taxation of real estate will be greaily
reduced. Real estate’s heavy burden, judged from the point of view
of income, suppliés further emphasis of the need for an equitable
adjustment of assessments. If rursl property in s State 1s paying in
taxes, on an nverage, 3¢ cents per dolila.r of income, studies indicete
that two adjecent properties, because of inequsalities in assessment;,
may be paying 40 cents and 20 cents, respectively. Under conditions
where taxes averaged 8§ or 10 cents per dollar of income and where
assessment inequalities caused adjacent farms to pay 6 and 12 cents,
respectively, an inequitable situation existed, but its effects were of
far less consequence than are the present effects of unequal sssess-

ment. The remedﬂing of the situation created by inequalities in

assessment may we
rural tax conditions.

TAXES AND THE VALUE OF FARM LAND

In presenting certain data regarding the relationship between taxes
and farm wvalues, emphasis will be placed on two sorts of material,
each of which is in part derived from the 1925 Census of Agriculture.
The first of this material to be examined was secured in connection
with the snalysis of taxes and cash rents in one or two counties in
each of 16 States. The relation between rent and taxes on selected
farms in these counties was analyzed in pages 7 to 12. It will be
recalled that the size, the value, and certain other data relating to
the farms were teken from the eensus returns, whereas the tax figures
were secured from the official records in the counties.

The second type of material to be presented hers is computed from
the 1925 census and relates exclusively to farms operated by their
owners. It consists of a simple comparison of taxes reported on
certain of the farms with the value of these farms. Additional data
could be secured from certain of the intensive State studies that have
been analyzed in earlier portions of this bulletin. But the material
from which they are derived is neither as extensive nor in most cases
as well adapted to the particular purpose as that here used.

orm a major part of every attempt to improve
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TAXES AND VALUES OF CASH-BENTED FARMS IN 16 STATES:

Sixteen States of the North and West ere included in-the com-
H‘sgison of taxes and farm values which is summarized in Table 31.

e figures representing the years 1818 and 1924 were secured in ths
same manner, and if they are subject to a bias because of the method
by which they were compiled, the effects of the bias should be some-
what the same in each case. The value per acre figures that appesr
in Table 31 were computed by tsking from the census schedules the
acreage and the value of land and baildings for each rented farm for
which tax figures were secured from the official county records. The
aggregate tax and value figures for each county were divided by the
acreages involved.

Tanre 31, —General property laz and estimated value of selected vented farsms in 18
States, 1919 and 1524
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t The types of farm land coversd by thoe 1924 and ths 1619 Bgures for thesa thres countiss are sufciently
different to maks ditect comparison of the walus and tax fipnre mlsload!ngk. -

1 The number of larms for which reports are available in thase counties maken it possible that the changes
Inthstax figures from 1519 to 1924 ars dus to chunges in the sample tather than changes Io getes] conditions.

The average value per acre ranged from $17 in Otero County, Colo.,
to §311 in Salt Lake County, Uteh. Particular significance is at-
tached to the comparison of the 1924 average figures with those of
1919. In three counties—Merced in California, Otero in Colorado,
and Ads in Idaho—the type of farm covered by the 1924 tex study
is sufficiently different from that included in the 1919 study to make
8 comgmison of the figures for the two years misleading. Figures

from the other 17 counties in 15 States may properly be compared to
determine the change that occurred over the 5-year period. In 13
counties there was & decrease in the average value per acre ranging
from 6.8 to 49.7 per cent. In 4 counties ?;ﬁere were increases in the
values amounting to 0.2, 2, 12, and 22 per cent.

The predominating decrease is exactly what was to be expected,
1t is mentioned only to assist in explaining the changes that ocourred
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in the percentage relationship of taxes to value. The average tax
per acre increased from 1919 to 1924 in 15 of the 17 counties. This
1nerease ranged from 5 to 211 per cent.

The percentage relationships of taxes to value for each of the years
in each of the counties are compared in Figure 14. In every case,
the 1924 percentage is higher than that of 1918, There was an in.
crease in the number of dollars taken in taxes per $100 of value, rang-
ing from 8 per cent in Ada County in Idaho to 178 cent in Tipton
County in Indiana. ‘The median piumber of dollars of taxes per
$100 of value for the 17 counties amounted in 1919 to 0.73 snd in
1924 o 1.25.

In this consideration of the changing relationship of taxes fo valune
one fact needs fo be kept firmly in mmg The increase in the number
of dollars of taxes per $100 of value is due to two factors, the decline
in land values and the increase in taxes. No attempt will be made
here to assign to each of these a relative importance. Average fig-
ures of decline in value and increase in taxes would tell only part of
the story, and their accurate computation is rendered difficult by the
problem of weighting. Then it is probable that an interreietionship
exists between taxes and value. An increased level of taxation that
18 expected to be permanent will be reflected in the price that & buyer
will offer for land since his return on the land will ge reduced by the
taxes that he has to pay. It is impossible at present, however, to
se%regate definitely the effects of the capitalization of taxes from the
other factors that have ceused land to decline in value since 1919,
For these reasons no attempt will be made to attribute & porticn of
the change in relationship of taxes to value to alferations in either
factor of the problem. Both have changed, and the change in their
relationship can be explained only l:()f' taking into sccount the many
causes that have made taxes rise und land values fall.

TAXES AND YALUES OF OWNEg’.I‘?i?I‘BI“'}%ATED FARMS OF THE UNITED

The data to be presented in the pages that follow have been derived
from reports secured from owner-operated farms for the 1825 census
of agrieulture. Al owner operators have not reported this item,
but a sufficient number have reported it to give a wide sample of
conditions in every State,

In each case in which s tax figure is reported, the farm owner was
asked to state the taxes paid on the land and buildings of his farm in
the year 1924, As tex payments are definite in their nature and es
they tend to be of importance in the conselousness of the average
farmer, there seems o be little reason for believing that the tax fig-
ures are in general less accurate than the other data secured by the
census of agriculture.

Two qualifications should be attached to this statement. In some
cases it undoubtedly has been difficult for the farmer to state accu-
rately the amount psid on the land and buildings of his farm as dis-
tinct from that paid on his farm as & whole, including personal prop-
erty with his real estate. To this extent, certain of the figures are
estimates, but they are estimates on a far sounder basis than exists
for many of the other figures which the census enumerators secure
from the farmers.

The second qualifcation relates to the difficulty that a farmer
who owns a large tract and operates only a small part of it may have
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'had . aﬂocat.mg 8 tax to the part opera.ted In some cases
it;is;probable that the tax fizure recorded related to all the land owned. .
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FIGURE 14=RELATION OF THE GENERAL PROPERTY TAX TO THE ESTI-
k‘!\?gE‘!ga‘;ALUE OF SELECTED CASH-RENTED FARMS IN 15 STATES, 1919

In 1819 !.a:u $100 of valoe were &3t amogng the count[as studied on mrms In Delaware
» where they amounted to $1.33. They wers lowest in Wayns Cnun%GNsbr,
By 1954, O:a:o County, Cole., had tnxes ot3209 per $100 of value wil
Ceoanty, N, o to the higheat with tates of $2.15. Wayne County, Nebr., was sl Jovest
with tazes of &3 conts.

and the other data only to the land operated. Although such cases
may have been numerous enough in certein of the counties to affect
the accuracy of figures which might be computed for these counties,
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it is highly improbable that their effect in the State aggregates would
be sufficient to saffect seriously the averages and ratios that will be
presented. To guard agsinst serious inaceuracies, the resulis com-
puted from census returns have been compared with other independ-
ently collected data.

A comparison was made with an independently estimeted tax per
acre figure for each of the States. This fizure has been based on re-
ports from a small sample of the farmers of the country and has been
used chiefly as an indication of the trend of farm taxes. It is signifi-
cant that in the ease of only seven States—Ohio, Illinois, Kansas,
Bouth Carolina, Arkansas, Myonta.na, and Utah—did the per-acre tax
figures based on the census returns exceed the per-acre figures of this
estimate. In other words, the census figures seem more conservative
then the others. For these seven States the taxes computed from
census returns were $1.42, $1.20, $0.60, $0.42, $0.41, $0.18, and $0.53
per acre, respectively, and the independently estimated figures were
$1.33, $1.17, $0.54, 30.37, $0.32, $0.17, and $0.39. In five of thess
seven cases, the difference amounted to less than 14 per cent. In
the two remsining cases the differences amounted to 28 and 36 per
cent, respsctively. :

In Arkensas, in which the difference is 28 per cent, of two studies
made since the original independent estimate, each indicates & tax

r acre figure for 1924 amounting to well above the 41 cents computed
rom census returns. In Utah, in which the difference was 36 per
cent, the evidence on which the independent estimate was based was
so slight that little reliance can be placed in it. An earlier estimate
for the years 1921 and 1922 had placed the per-acre tax figure for that
State at 42 cents. It is ceriainly not impossible that it had increased to
53 cents two or three years later. This would involve an annual increase
of from 8 to 10 per cent, which weas not unusuel during that period.

In the comparisen ol census and estimated tax figures there was
no sttempt to do more than show that the census figures for individual
States were low as compared with other estimates. It was recognized
thet the chief criticisin which might be madé was that the farmers
reported too high a tax figure, or rather a tax figure which included
payments on something more than the value of the land and buildin
which was to be compared with taxes. An analysis of the dats indi-
eates that salthough this defect in the data may apply in scattered
individual eases, it probably does not materially increase the average
tax figures of the States,

With the understanding that the individual reports are, on an
average, accurate encugh to deserve consideration, it will be profit-
able to consider whether they are sufficiently numerous to merit
attention. Table 32 compares for esch State the number of owner-
operated farms for which taxes were reported with the total number
of owner-operated farms and with the total number of farms of all
tenure groups. For the country as & whole, taxes were reported for
89 per cent of the owner-operated farms and 46 per cent of all farms,
The land in these farms for which taxes were reported amounted to
88 per cent of the total land in owner-operated farms and to 40 per
cent of all land in farms. For the csuniry ss a whole, then, there
are reports from nearly 9 out of every 10 owner-operated farms and
from 46 of every 100 farms of all tepure classes. It should be emphs-
sized, however, that only the owner-operated farms are included in
those reporting tax, figures.
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Tante 32.—-Owner-operalor farms Jor which reported taxes for 1924 were compared
with Wlal number of owner-operator farms and with ell farms

Fell owner-cpersbor
All tarma -All tall 01“8 mer!‘opemtor_ tarms for- whfgh taxee
Geographio dlvision and weza reporiad
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v | Landim
Number farms - farms

Acrer . Acrez
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M b ta.. 29, 504 1,911,388
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1, 008, 352 437, 141 375, 868 37, 010, 532
258, 524 § 19, 913, 14 155,013 126, 537 11, 754, 108
262, 669 | IV, D0, 130 123, 305 121, 774 10, 863, 825
237,631 | 16,739, 130 79, 282 68, 508 7,498, 613
257, %28 | 18,053, 243 74, 541 81, 089 7,709, 488

West Bouth Central 1,017, 305 | 185, 013, 316 348, 307 251, 600 58, 822, 760

Arkansag 15,832, 43¢ 81, 540 70,722 7, 852, 300
8, 837, 502 47, 913 ¥ 36, 009 4, 143, 802

30, 868, 965 B0, 784 18, 174 1, 204, 418
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32, 735, 123 2,86 | 10, 165,432 3, 231, 156
8 116, 147 24,087 | 3,702, 526 3, 527, 288
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Caltfornia 27, 516, 955 11, 145, 322

United Btales 224,319,352 | 3,313,490 | 415,445, 827 370, 882, 381

Bureau of the Census, U. 5. Departmant of Cominerce,
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For certain individual States, the size of the sample is not ss satis-
factory as for the country as a whole. But even t?nere the data are
sufficiently numerous to make them of far more significance than any
other sample of such tax data known to have been obtained. Tax fig-
ures for the smallest, percentage of owner-operated farms were reported
from New Mexico, in whichﬂgle percentage amounted to 55. Oregon
was next, with reports from 56 per cent of the owner-pperators.

It is to be expected that in those States in which the proportion
of owner-operated farms is relatively low, the percentage of sll farms
included in these for which tax figures were reported to the census
enumerators would be smaller than in the remainder of the country.
In Mississippi, South Carolina, and Oklahoma for 24 per cent, or ap-
groximately one farm in four, tax figures were reported. From these

tates in which the percentages reached a minimum, they ranged up
to their maximum in Maine and New Hampshire, where 91 per cent
of all farmers reported taxes.

The description of the quantity of data gathered has been sufficient
to indicate tEa.t it amounts in all States to a very extensive sample
and that in some of them it is an almost complete enumeration. The
remaining discussion of these data will consist of an analysis and
comparison of the value and tax figures that have been assembled in
the method and quantity that have been described.

The aggregate amounts of taxes and values of farm lands and
buildings for each of the State and geographic divisions are reported
in Table 33. The relationship of tax to value appears in the last
column of this table.

‘TaBLE 33.—Taxes and value of owner-operated farms reporting tozes by States, 1924

Tazes re- | Value of land Pazas
and bujldings $100
Geographic division nxd State of farms for PEC %
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One caution nesds to be kept in mind in any use that is made of
this relationshp. It is in no direct wa% connected with the legal tax
rate which applied to the property. The legal tax rate is the.per-
centage or ths number of mills per dollar of assessed valuetion thet
must be paid in texes. The relationship here described is that which
exists between taxes snd the estimated true value of farm resl estate.
The preceding section of this bulletin indicated thet nc constant
relationship exists between assessed valuation and true value. Hence,
there is no constent relationship between the percentage that texes
are of true vslue and the tax rate based on assessed valuation.

A comparison by States of the relationship between taxes and values
of farm iands in 1924 is made in Figure 15. The average fax paid
was $1.22 per $100 of valze. The variation among the States was
from $0.71 per $100 in Florida to $2.07 in New Hampshire. There
were 2 States in which taxes were less than $0.75 per $100; 7 in which
they were between $0.75 and $0.99; 17 in which they were between
81 and $1.24; 10 including the District of Columbia in which they
were between $1.25 and $1.49; 7 in which they wers between $1.50
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and $1.74; 5 in which they were bstween $1.75 and $1.99; and one
in which they were over $2.

Such a compariesz bscomes more significant when it is directed
toward the various sections of the country. In New England, the
average faxes on farm land amounted to $1.70 per $100. Rhode
Island, with $1.23, was the lowest, and New Hampshire, as has already
been stated, the highest. Maine, Massachusetis, and Vermont, as
well as New Hampshire, are among the 13 States in which the taxes
are over $1.50 per $100. The average in the Middle Atlantic States
is $1.56, and 2 of the 3 States, New Jersey and Pennsylvania, fall
into the class in which taxes are over $1.50.

In the South Atlantic States, the average, $0.98, is the lowest for
any section of the country. Three of the States, Virginia, South
Carolina, and Florida, have average farm texes amounting to less
than $1 per $100 of value, and in none of them does the average
amount to as much as $1.25.2 Three of the four States in the East

TE 0 i0d
B uor s
-
BB isowirs

FIGURE 15.—FARM REAL ESTATE TAXES PER $100 OF VALUE OF OWNER-
OPERATOR FARMS, 1924

. ‘Taxes in relatlon te valte mre highest In the Northenstern Btates and lowsst in those of the
Boutheast. Frrms in § States reported taxes amounting to over $1.75 per $100 of valus 'whersas thoss
In 2 reparted tazes to be less than 75 cants per $100 of value,
South Central group report averages between $1 and $1.25. The
fourth State, Mississippi, has an average of $1.99, which is the high-
est of any State in the South, and which brings the average for the
group up to $1.21.

The figure for Mississippi is open to more question than any other
that is quoted. On the gasis of tax per acre 1t amounts to $0.41 and
is higher than the per-acre figures for Alabams and Arkansas, which
are $0.23 and $0.33, respectively, but not as high as that for Louisi-
ane, which is $0.50.

The data have been examined for errors which migdnlt. have arisen
from two sources. In the case of those counties in which much land
is rented, it was thought possible that owners had reported taxes on
all their land, whereas value figures had been given for only the land

2 The Dlstrict of Columbis figurs, applying ta 48 farms, was 51,36,
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they operated. There are 16 counties in the State in which the per-
centage of tenancy is over 80 per cent. The tax and velue figures
for these counties were computed, and taxes were found to amount to
$1.99 on every $100 of value, just the State average. This result was
compared with a similar computation for the 19 counties in which
tenancy amounts to less than 40 per cent, and in these counties taxes
amounted to $1.89 per $100 of value. The difference between these
two results was not sufficient to indicate that the number of rented
farms caused any large error in the results.

Special assessments were supposed fo be excluded from the tax
fizures reported, but it was thought that the high rate of taxes in

issiesippi might be explained by the reporting of leves and drainage
district assessments as a part of the taxes on farm land. The plotting .
of the rate of taxation by counties on a map of Mississippi gives no
indication that the high rate counties are concentrated in those
sect;ilorés of the State 1n which lsvee protection end drainage are
needen.

The Kast North Central States show a wids variation in the rates
of taxes hased on values. They range from 30.88 per $100 in Ilincis
t0 $1.98 in Indiana and average $1.48. Michigan and Ohio, with rates
of $1.84 and 81.63, respectively, are grouped with Indiana near the
upper range of this section, and Wisconsin, with a rate of 81.35, is
somewhat below its average. The seven States immediately west
of this group have & lower aversge rate, $1.03. Three of them—
Missourl, Nebrasks, and Iowa—fall into the $0.75 to $0.99 group,
three otkers are in the $1 to $1.25 group, and one, North Dakots, has
a rate of above $1.50.

The West South Ceniral States, with an average rate of $1.06,
are heavily influenced by Texas, in which the rate is $0.83. The other
three States of the group sre well above this, Louisiana and Oklahoma
having rates above $1.50,

The average in the Mountain States is $1.35, the rates of the individ-
uel States ranging from $0.99 in Wyoming to $1.46 in Idaho and Colo-
rado. In the States on the Pacific coast, the average fax rate per
$100 of estimated true value is $1.10. The California figure of $1.03
is of great weight in detarmining this average, the figures of the other
two States being considerably higher.

These figures should be useg with those which were discussed
earlier in order to supply a fair idea of the weight of taxes on farm-
res] estate. On the basis of income it was estimated that farm taxes
took about 30 per cent of the net rent of farm real estate. Taxes in
1924 amounted to about 1% per cent of the value of farm real estate;
that is, for each $100 of taxes, there was produced by farm real estate
2333 of net income on 88,333 of value. On the basis of these estimates
farm land would yield a net income before texes were deducted of 4

er cent. When taxes are subtracted, this becomes 2.8 per cent, which
1s only slightly lower than the 3.2 per cent estimsated as the return
to farm operators on their net capital investment in 1924-25.%

2 This estimate Includes retarn to the operator 53 a business mansger 83 Well os return on pet eapital
{nvestmant.
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INCIDENCE AND EFFECTS. OF FARM TAXES. . . .

__The amount of taxes paid by farmers has now been e.:imated.
The trend of such taxes over a period of years has been indicated.
The relationships between taxes and various sorts of a.Fnculturgl
income have been discussed and compsared with the relationships
between taxes and income from urban land. The. value of farm
land has been compared with its assessed valuation and with the
taxes that have been paid oh it. All of this material is of value in
an attempt to determine the tax contribution of agriculture.

An additional subject, as important as any of these, relates to the
final payment of taxes. There is little burden to one who gives his
money directly to the tax collector, if there is a process by which it is
posaible for the initial payer to add to his prices the amount of the
taxes and so compel his customers to pay taxes for him, It is well
now to examine briefly the possibilities, so far as agriculture is con-
cerned, of shifting taxes from one group to another within the industr
and, more important, of the chance that farmers have of making their
customers outeside of the industry pay the taxes which are levied on
the farm. An attempt will be made to compare the farm-tax situa-
tion with that governming urban property and its taxes, and the shifting
of taxes to farmers from other groups wgl be cousidered. The materitﬁ
relating to this form of shifting is not sufficient to make a quantitative
study of the problem possible at the present time, but a deseription of
the process by which such taxes are shifted will give some indication
of its inportance to farmers, o

So far as the tax on farm land is concerned, there are two problems
thet need consideration. The first of these relates to the question
of whether the owner or the tenant pays the taxes on rented land.
This is of minor importance, when compared with the second prob-
lem—the possibility of shifting taxes from the farmer or the farm
owner to other groups. Before either of these subjects is treated it is
necessary to make a few generalizations relating to the possibility of
shifting taxes. . '

A tax can be shifted only when some economic transaction is
involved. The man who is taxed on a piecs of property or on goods
which he neither buys, sells, rents, nor uses in any process of making
other poods for sale or rent, has little chancs to shift the tax. In other
words, unless we are able to add our taxes to the prices of the things
we sell to others or subtract them from the costs of the things we
buy, there is little chance for us to shift taxes. The study of the sub-
ject must be concerned then with a discussion of whether the taxes
so affect supply and demand conditions as to make price changes
posgible. It should be understood that no change in price can
occur unless the underlying demand and supply factors are affected.

Does the owner of & rented farm shift the taxes on that farm to his
tenant? Does the taxation of farm land affect in any important
way the supply of land to be rented or the demand on the part of
prospective tenants for farms? Taxation can have little effect on
the supply of land which is available for rentel purposes. It may
be that in rare cases a decision as to whether it will be desirable to
operate or lease the land will be affected by the taxes levied on the
land. Where this is true, the local supply may be restricted or
increased, and the renter may be forced to pay more or mey be
enabled to pay less. If the first of these conditions exists, it may

84030°—30——-75
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be possible for the landlord to shift for a short time & part of his taxes
to the renter. If is extremely unlikely, however, that a situation
will arise in which taxes will materially reduce the supply of land
availsble for rental purposes. QOther factors are far more important in
determining whether land will be rented.

If taxes do enter into the determination, they are likely to force
land onto the rental market rather than to keep it off. When a
landowner’s returns on land which he operates are reduced by taxes
or other factors, the first tendency is for him to attempt to increase
the yield of that land by operating it more intensively. If he is
not succeseful in adding to the yield to the extent that he thinks
necessery, he may iry an alternative method of securing income
from his land by renting it. Thus, taxes may be a factor in causing
more land to berented. The effect of taxes on the supply of land avail-
able for renting is probably insufficient to cause an important amount
of tax shifting.

Will taxes increase the demand for rented land, and by this means
make it possible for the landowner to shift a part or all of his taxes?
Contract rent which the tenant is willing to ]iay will be determined
in the first instance by competition smong those who wish to rent
iand in s particular section and, over s short period, may have little
relationship fo the economic rent of the land. Over & period of
saveral years (and this, rather than s single year, should be the chief
concern of one who attempts to determine the effects of a policy of
taxation), economic rent will form the maximum that can be paid for
land. It is possible that the expenditure of money raised by taxation
will increase the economic rent of a plece of land. If the proceeds of
the' taxes are used, for example, to build a road by which easy end
rapid access to markets is secured, then the economic yield of the lend
will be increased just as much as if it had been possible to add increased
fertility. Although the establishment of good schools is a less tangible
feature than is the creation of better marketing facilities, it, too, will
add to the desirability of the land and will in course of time influence
the rents which tenants are willing to pay for land.

For these ressons it is believed that there is a possibility that a
part of the taxes on land may he shifted to tenants. Whether this
possible increase in the rent is sufficient {o counteract the decreases in
rent which may come through incressed supply of land placed in
the rental market by the pressure of taxation, Ey the development of
transportation, or by other means, is perhaps doubtful. Both factors
are at work, and both should be considered. The lack of eny correla-
tion between benefit and faxes in the case of individual farms should
also be eonsidered as & factor which is likely to prevent shifting from
owner {o tenant.

The shifting of taxes from owner to renter in the cese of city
property is more likely to occur than in the case of farm land, Im-

rovements form a far more important part of the city property. The
act that taxes may influence tﬁe improvement of city property needs
no explanation, en taxes on real estate are at such & rate that
building is retarded, the available supply of buildings may prove
inadequate, and the rent received for tlinem will be increased, thus
causing & part or all of the tax to be shifted to the tenant. On the
other hand, a policy of partial or total tax exemption of improvements
or other encouragement of overbuilding will have the effect of making
the tax fall wholly on the landlord.
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In the cities, the influence of the things for which taxes ere spent in
making property more productive are Ezsr more important than the
are in the country. They may make certain properties more desirable
from the tenant's point of view. Thus, the demand price for such
properties will increase, and there will be & tendency toward shifting
a part of the taxes to the tenant.

Under certain circumstances in both city and country, shifting
from the landlord to the tenant takes place, but as it is far more
likely to occur in the case of city property, so far as farm property is
concerned, this aspect of the problem needs little attention. ’fha
more important question conmcerns the possibility of shifting the
tax to the consumer who purchases the product of farm and city
properky.

he answer, so far as farm property is concerned, is fairly simple.
Farm taxes may be passed on to the consumer only if they increase the
})rice which the farmer receives for his products.” Although taxes on
arm products will influence the market demand for such products
through their effect on prices, the immediate effect of taxes will come
through increasing or restricting the supply of the products. When
taxation causes land in general to be used more intensively, the result
will be an increase in the supply and so will tend to decreass price.
Thus, it is impossible for farmers in general to add to the unit price of
their product s sufficient amount to enable them to pass the tax on to
the consumer.

Whether the increased production caused by the taxation will
result in & greater return to farmers is a problem which can not be
solved without an extended investigation of the effect of increased

supply on demand. The lowering of the price of some products is
su&cnent to bring many new buyers into the market with the result
that the price decline is soon stopped. On other products a lowered
price will stimulate few new purchasers, and an increased supply will
catse & marked decline in price. Many agricultural products are in
this [atter class,

From this brief anal{sis, 1t seems safe to conclude that not only are

farmers in general unable to add their taxes to the unit prices of their
preducts, but the increased production which taxation may cause
rarely results in an increase of the farmer’s net return. T
An additional point needs mention. The effect of an incresse in
taxation on an incfi'vidual farmer may be different from that on farmers
8s & group. The increase may make an individual utilize his land
more efficiently than previously, In other words, the heavier finan-
cial burden wxﬁ force the individual to use new means of adding to his
income from the farm. If he is successful in doing this, the tax may
not prove a burden to him, even though he is not able to shift if.
Such an effect of increased taxation is possible only where land has not
been developed to its highest productive capacity, and it will benefit
only occasional individunals.
e speciel set of conditions under which farm taxes can be shifted
to the consumer needs brief mention. If the product of farms has a
local market and if the product can not be brought in from other pro-
ducing sections, an increase in taxes sufficient to cause the abandon-
ment of some of the farms may cause the supply of the product to be
so reduced as to increase its price. Thus it would be possible for the
farmers who are able to remain in business in the section to shift a
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part or the whole of ti’leir taxes to the consumer. The conditions urider
which this would be possible are such that with present-day competi-
tive sections and methads of transportation the situstion could hardly
arise. The further fact that the.taxes might cause an increase in pro-
duction on the farms which reraained in operation would tend to make
the shifting less possible. In a case of this sort a part of the taxes sre
not shifted, since abandement of the land will involve the drying up
of the source of a part of the revenue, and thus the governmental unit
will be deprived of the amount that had previously been collected
from the n}{mndoned land.

It has already been shown that the general property tax on town and
city renl estate is often shifted from the landlords to the temants,
and In the case of business property there is the possibility of pass-
ing the tax on to the consumer of the products of the business, Two
cases will be considered, that which arises if the production and ssale
of the products is local, competing only with other enterprises sub-
ject to the same taxing Jurisdiction, and that which exists if the prod-
ucts are sold in a wider market. These are important to the farmer
since he spends a large proportion of his income in the purchasing of
goods which pass through the hands of town and city manufacturers
and dealers.

In neither case will taxation affect the immediate demand for the
products. Its effects on the supply side will determine whether the
tax can be shifted. In the first case, all businesses within the city will
be compelled to pay the tax. Those entergrises which would be barely
able to exist if they were not taxed will have to increase their prices
or go out of existence. If they incresse prices, other firms, better
situated, will be able to undersell them and in the end the weaker
ones will be driven out of business. The supply of goods available will
be reduced, and those who remain in business will, through the increase
in the price of that which is left on the market, be able to shift a part
of their texes to consurmers.

It is possible that the increased production and sales of the surviv-
ing firms may lower their unit costs of production and that through
competition the price to the consumer will be lowered. Differing
supply and demand conditions may tend to overcome the normal tax-
shufting precess. In spite of these conditions which may bring about
exceptions to any general rule, it seems correct to state that if produe-
tion and market are local the tax generally is shifted to the consumer.

In the second case, the market is assumed to be more than loecsl.
Tax conditions will differ between one producing unit and ancther.
1f it be essumed that aside from taxes the units are subject to essen-
tially equal conditions, it will be possible to shift to consumers only an
amount of taxes equivalent to that paid by the unit which is taxed
least, or, stated in another way, to shift the taxes that are common to
all of the units. Hence, under some conditions only a small portion.
of the taxes may be shifted.

From this involved consideration of the most intricate problem
connected with public finance, a few cenclusions that may be drawn
are the following:

(1) Taxes on rented farm property may be shifted from landlord
to tenant only under certain unusual conditions. .

(2) The shifting of farm taxes to the consumer will occur only under
conditions thet are.so rare that few farmers at the present time are able
to make consumers pay their tax bills,
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(8} Taxes on rented city properties tend to be shifted by the owners
to their tenants when the property is located in a section of a city in
which the supply of buildings has dropped behind the demand. _

(4) Taxes on business properties in towns and cities tend to be
shifted to the consumers 0}) the goods or services supplied by the busi-
ness to the extent, that (@) the production and market are local, or (¢)
‘that the market is general and taxes are generally applied to compet-
ing firms by a large taxing unit or by several units with similar types
of taxes of substantially equal amounts.

{5) Such taxes on business properties tend to be shifted to farmers
to the extent that farmers are consumers of these goods and services.

These conclusions, and the others which might be reached if it were
possible to examine the incidence of the general property tax on
various tylpes of property swhich have not been considered, are stated in
order to illustrate the extreme difticulty of measuring the tax burden.
They do not depict all the difficulties involved in the process. Even
if the incidence of taxes could be measured accurately and a definite
expression in percentage of income paid in taxes secured, the problem
would not be solved. ~Certain intangible benefits are received from
taxes which have thus far defied numerical expression. Then, too,
ability to pay taxes helps to determine tax burden, and ability to pay
is in part a function of income. Ten per cent of an income of $1,000 15
a far greater burden than 10 per cent of an income of $100,000.
The type of income also helps to determine tax-paying ability. In-
come derived from investments should be able to bear higher taxes
than income derived from personal earnings.

The difficulties in meesuring the burden of taxation are not so great
that no conclusions can be drawn from the data that have been pre-
sented. It has been estimated that taxation—Federal, State, and
local—takes from 10 to 12 per cent of the current income of the coun-
try. It was found that the owners of rented farms were paying
around 30 per cent of their income from this kind of property in State
and local taxes. Tt is possible that other State taxes were paid out of
this same income, and 1f it formed part of an income above the exemp-
tion limits, a tax on it was prid to the Federal (overnment. No
shifting process took place which passed this tax on to the consuraer,
?0 1t was paid cither by landlord or by tenant—almost always by the

ormer,

Farm real estate, then (and to a considerable extent city real estate
could be included) 1s subject to a far higher relative tax payment than
is the average type of income-producing property. An analysis of
our methods of financing State and local governmental expenditures
would suggest that this must be true. The figures that have been
discussed earlier in this bulletin confirm the accuracy of the sugges-
tion. This fact needs consideration in any attempt to readjust tax
payments. There is probably only a small group of the country’s

opulation which believes that real estate should be subject to & fax
Eurden much greater than that applied to other types of property.
The majority feels that measures tending to reduce this inequality
deserve consideration.
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READIUSTMENT OF FARM TAXATION
SUMMARY OF INVESTIGATIONS OF FARM TAXATION

Btudents of American tax problems have long been familiar with
the fact that tangible property, particularly real estate, has been
made to pay most of the expenses of State and local government. As
these expenses have increased, the pressure of taxation on resl estate
has gr:guaﬂy become greater until there has arisen from many
sources the demand that the burden of taxation on this type of
property be made less heavy. Summarizing briefly the major points
of this bulletin, it is possible to indicate their relationships to the
wider field of Government finance and to point out tentatively the
direction that alleviation of the present diécult situation may take.

That {arm taxes are high is no new discovery. The particuler value
of the quantitative analyses here given lies in the presentation in e
single bulletin of scattered data, some of which are published here
for the first tirne. These data tend to confirm the belief, which
students of the subject have expressed in recent years, that farm real
estate is bearing an extremely heavy weight of taxation. They also
tend to corroborate each other invgmt they point toward the saeme
general conclusions. .

Farm taxes in 1927 were estimated to be over $900,000,000. Most
of this amount was paid through the general property tax and
through taxes levied on automobiles. Trends in farm taxation for
the country as & whole and for certein individual States indicate that
from 1914 through 1917 the rise in tsxes was gradusl, that from 1918
to 1923 there was a drastic incresse, and that since 1923 there has
been & small increase each year.

An attempt was made on the basis of intensive studies in 14 States
to compare taxes with the earnings of agricultural property. This
resulted in an estimnate that taxes, st present, are taking sbout 30
per cent of the net rent of farm real estate. An examination of the
results of studies of the return on farm property and ou the owners’
managerial abilities indicated that on farms operated by their owners
taxes had, in the past six years, amounted to from 18% to 31 per cent
of such returns.

Average figures do little to indicate actual conditions. At many
points throughout the study an effort has been made to indicate the
importance of variations from the aversge. Inequalities in assess-
ments do much to cause the variations befween farms in the percent-
a%e of return taken by taxes. The conclusions and certein of the data
ot & few studies of the relationship of assessed valuation of farm lands
to their true value illustrate some of the types of inequality and show
their effect on the distribution of the tax levy. Improvement in the
assessment process was shown to be one of the prime requisites of any
program of tax reform. .

In the relationship comparison between taxes and the estimated
value of farm property, the date exemined showed wide variations from
section to section of the country and undoubtedly would have shown
great difference between one and another farm if the study could have

een carried down to the individual properties concerned. In 1924

taxes were reported to have taken on the averare 13 per cent of the
B;% Yy

value of the farm real estate of the country. ‘The slight increase in
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farm taxation since that year and the decline in the value of farm real
estate had, by 1927, probably increased this to 1% per cent of the
value of farm property.

It has been made clear that farm property is heavily taxed and that,
along with other real estate and certain other classes of tangible
Froperty, it is bearing more than its reasonable share of the cost of
ocal government. The methods by which the local units are
financed places on tangible property almost the whole weight of loca
expenditures. :

his bulletin is not designed to present an ideal solution for the tax
difficulties of the various States. No single program could be satis-
factory to ali of the 48 States. Local considerations and differences
in economic and fiscal structures must play their parts in determining
the directions that tax reform must taﬁe. A few suggestions will be
made, but in each case they must be ¢uslified by the understanding
that local conditions may make them entirely unsuited to the tax
situation of certain of the States.

The tax structure needs to be considered as a whole. It must be
recognized that Federal taxes exist along with State and local taxes
and that it may be unfair for a State to attempt to increase materially
the taxes of a type of business which is already bearing a heavy tax
burden. An example of this gituation is found in the case of certain
corporations, Their State and local taxes are relatively low, but when
the Federal corporation tax is added to the contribution to State and
local governmental units, the proportion of net income taken by taxes
becomes fairly high. In the case of manufacturing corporations for
1926, for example, State and local taxes took only 11.6 per cent of net
income, whereas all taxes amounted to 23.8 per cent (18, p. 315-316).

This need for considering all aspects of the situation is emphasized
as & means of calling attention to the limitations that must be placed
u]:}ylon conclusions based on the results of this and of other studies.
The importance of the questions of the incidence and the effects of
taxes on any type of property or of business must be given close
cﬁnsidegation before any general program of tax reform can be
adopted.

POSSIBIIéITIES OF FISCAL REFORM

The following suggestions of tax revision are madse, then, subject
to the qualifications that have been discussed. It is believed that the
are worthy of consideration in the majority of the States in whic
farm taxes constitute a heavy burden. They concern four general
types of change:

. (1) Improvement of the administration of taxes in use at the present
time.

(2) Addition of new types of taxes to the present tax system.

(3) Broadening of the base of support of the various governmental
activities.

(4) Reduction of expenditures through administrative economy
and the elimination of duplications of governmental functions,

IMPROYEMENT OF TAX ADMINISTRATION

Improvement in the administration of local farm taxes must be
centered around the problem of assessment, because it has been found
that faulty assessment is the cause of much of the inequality of taxes
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among farmers. In no section of the country in which the subject
has been investigated have the assessment methods been of a type
that would bring satisfactory results. But varying degrees of in-
equality have been found under different conditions, and i$ seems
possible to suggest certain general metheds which will improve
assessments in those jurisdictions where they can be used.

There are some who urge that the basis of assessment—sales value—
is a faulty one and that no marked improvement ean be expected until
it is replaced by other criteria of value. The possibility of substitut-
ing incoms for capitel value as & basis for assessment has been dis-
cussed.® A few States, by direct mention or by implication, includs
income as one of the factors to be used in computing the assessed
valuation of real estate. In every case, present and prespective
incomes are factors that influence ssgles velues, although in some cases
the incomes are far in the future and sre expected to be derived from
uses other than the ones to which the property is put at the present
time. Over a short period speculation in land mayli]ecome so cheofic
that land will be bought and sold with only the slightest thought of
possible returns after the speculative period is over. Entire relience
on current income as & method of determining assessed valustions
would not be feasible at present because methods of measuring
current income from real estate have not been developed to the point
where they can be used by assessors. It must also be recoguized that
assessed valuation based on the actual-—rather than the potential—
income of farm land might tend to place & premium on the ineffi-
cient utilization of land. In any event, & tax system which used an
assessed valuation based on current income would have to include s
tax on increments in land value, as these would often not be reflected
in income for & long time after the value had risen.

In view of the difficulties in connection with the use of income from
real estate as the basis of its assessed valuation and in view of the fact
that there is no immediate chance of many States changing their
assessment basis from sales value to current income, discussion of
traprovements in the methods of assessment will be concerned with
assessed valuations made on the basis in use at present. All of the
mmprovemenis suggested, however, will be equally necessary in any
revised system. OChanges in administratifn, in personnel, and iu
methodology are given brief attention.

In many States the assessing districts are too smasll to provide
full-time work for trained employees. So many different assessors
are concerned that a single standard of work among them is practically
impossible. Each assessor is to a considerable extent independent
of others, and although his work is subject to review there is no
administrative body that is in direct charge to outline methods and
check results. Remedies that have been used in a number of States
to meet this situation provide first for an assessing district large
enough to employ the full time of a trained man. In most rural
sections & county assessor will be more satisfactory than a township
assessor,™ and it is possible that in many places it might be desireble
for fwo counties to agree to employ one assessor to do the work in
both jurisdictions.

3 Compars the discussion of the sublect iz Mass. Agr. Expt. Sta, Bul. 235 (#1, p. 52-85) end Ark, Agr
Expt. Sta. Bul, 223 {{, p. 23-28).

* The situntlon, 5o far a2 township nssessors are conceroad, is well described by R. Wayne Newton gnd
W, 0. Hedrick (13, p. $7-58).
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Increased supervision of assessment methods and results by State
authorities will aid in establishing uniformity. Many States at
present provide valuable assistance to the local assessing officials.
Certain of the means useu will be referred to in the discussion of
personnel and of methodology. Others relate to the direct power of
checking the sccuracy of a local assessor’s work and of ordering and,
if necessary, of carrying on a reassessment where the work is not
satisfactory. At present 15 States give to State supervisory officials,
usually to the State tax commission, tha power to make reassessments
on their own motion and with their own agsnts. Ten other States

ive their supervisory officials the power to order reassessments,
uch powers, althoug necessary, are rarely used,

A Btate supervising body can do most to improve assessments by
carrying on resesrch activities that are impossible and would be
uneconomical in the local assessment districts, by acting as a court of
appeal for individual and group assessments, and by adjusting cr
equalizing assessments among the various taxing jurisdictions.
Studies of the results of past assessments by comparing sales and
assessed valuations, and of methods by which equality of assessment
may be attained are among the useful activities to be carried on by the
State commissions. The results of such research can be utilized by
the local assessors to reduce the inequalities of farin taxation.

It is difficult to generslize on the subject of personnel connected
with the present assessment systems. No one doubts the necessity
of trained men. Assessment calls for highly specialized ability.
The need of training and ability has been satisfied in different parts of
the country by various methods. It seems to be generally agreed by
students of the subject that the assessor’s office should be appointive
rather than elective. But it is necessary to do more than to fill the
position by appointment, if the work is to be improved. Some assur-
ance that men appointed have the necessary qualifications must be
provided. A possible solution is to permit only the appointment of
men certified ﬂy the State tax commission es eligible for the office.
Certification would be dependent on satisfying rather stringent
requirements to be made by the commission.

To attract trained men to the position, i1t will be necessary to make
appointments for a period of at least five years. A man becomes
more valuable in the position as his experience In it increases. The
salary must be sufficient to make men with the required education and
ability look forward to the assessor’s position as affording a satisfactory
living while giving public service.

Improvements in the method of carrying on the work of assessment,
relate partly to instruction and supervision which may be provided by
State supervising bodies, such as tax commissions. They should be
empowered to demand uniformity in the reports made of the various
factors that enter into the determination of assessed valuation. Land
classification, for example, should be uniformly handled in various
sections of the State. The values given to each type of livestock
should not vary between one assessor’s jurisdietion and another’s.
Types of equipment, such as maps and rating cards, should be similar
for all sections. Assessment rolls should be made up and indexed on
& uniform basis. Reports of changes in the ownership of property
should be secured on a systematic and uniform basis,
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Several of these methods of improving assessments are in wide use
among the States. Most of them are in use in at least a few sections
of the country. Half of the States are on a county-assessment basis.
Nearly one-third of them give to State supervising officials the power
to order and fo carry out a reassessment of property. Assessors are
appointed in only six States and in these the appointments are usually
on g political rather than a merit basis.

In no State except parts of Delaware and Rhode Island does the
term of office of the assessors exceed four years. Office procedure,
maps, card indexes, and other efficient instruments for earrying om
effective assessment vary from county to county within all States.
There is likely to be more uniformity in those States in which there
is direct, supervision of the assessors, or in which assessors’ meetings
are held under the auspices of the State.

Massachusetts is an example of a State which exercises direct
sui)arvision over the records and methods of its assessors. Colorado
holds meetings of its assessors, and members of its tax commission
are required to visit the several counties at stated intervals. Most
State tax commissions or boards of egualization make attempts to
compare sssessed valuations with true or sales value. 'This involves
collecting & certain amount of information concerning the sale of
real estate in various sections of the States. Some of the commissions -
do a thorough and excellent piece of work! Wisconsin has been an
outstanding example of efficiency in this respect.

In no State in which information is available from studies similar
to those described in this bulletin has the limit of improvements that
are possible (with the present system of supporting local government
largely by taxing tangible property) been approached. There is no
evidence that the condition is greatly different in the other States.
Although it is believed that the system itself needs extensive alter-
ation, since tangible property will occupy the most important place
in the local tex systems for many years to come, it is essential that
all possible means be used to bring greater equality into the assess-
ment of farm and other property. So doing would give distinet relief
to much property that is overburdened. It would not reduce the
amount to be collected by taxation of general property, but it would
distribute that amount on & fairer basis,

NEW TYPES OF TAXES

State and loeal taxation at present are based on the general property
tax, but all States are using the taxation of automobiles and a tax
on gasoline to supplement the tax on general property. A certain
amount of revenus, large in a few States, is derived ¥rom the charters,
fees, and other taxation of corporations. About one-quarter of the
States tax the incomes of individuals. Inheritance taxes, poll taxes,
excise taxes, and & few special varieties such as severance and fran-
chise taxes, contribute a small proportion of the total taxes collected,
In 1922, the general property tax accounted for 83 et cent of the
total State and local tax colf:actions of the country.® Tn 13 States
the percentage ran above 90. At the present time, the percentages
are somewhat smaller because of the incresse in texes on mofor
vehicles and on gasoline, but the contribution of general property is
still estimated as well over 75 per cent of all taxes collected.

# Bpecial assessments wate not classed as taxes in computing these Agures,
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In 1922, three-quarters of the prglperty reached by the general
roperty tax was in the form of real estate. Thers has probably
Eeen little change since that date. If the general property tax
supplies 75 per cent of the total State and local tax collections, then
Teal estaie 13 contributing between 55 and 60 per cent of such collec-
tions. Few would maintain that resl estate’s share of total earnings,
or its relative ability to pay taxes, constitutes such a large percentage
of total income or of aggregate tax-paying ability. )
Aside from intangiﬂlﬁe property, much of which entirely escapes
direct taxation, there are many sources of tax-paying ability which are
neplected by the tax programs of the majonty of the States, It is
urged that each State reconsider its taxing system in order to deter-
mine whether it is distributing its taxes over as wide a base as possible.
1i1s probable that every State is neglecting certain sources of revenue
which should be tepped in order to make each of the various groups
in the State pay its fair share of the eost of governmental services.
From the standpoint of the farmers, any equitable tax which dimin-
ishes the contribution of real estate will ,[V)e of assistance, All States
use certain taxes to supplement the tax on general property. By the
use of classified property taxes owners of intangibles have been made
to contribute more than they did in the past to the support of the
Government. Increased use of the income tax and of certain excise
texes on nonessentials has been found advantageous in some States.
In certain jurisdietations in which the exploitation of consumable
natural resources makes a saverance fax possible, such a tax has
provided additional tax income.

BROADENING OF THE BASE OF SUPPORT OF CERTAIN GOVERNMENTAL ACTIVITIES

In some States the use of new taxes csn provide only slight reliet
to agriculture. A county that is dependent on agriculture for its
revenues will benefit only slightly if its contribution to the cost of
State government is reduced or eliminated. So long as poor counties
are dependent on their own citizens and property for the ﬁna.nci.n(f of

e

most of the governmental services provided, there can be little r
tion of farm taxes.

This fact is receiving wide recognition. Road systems supported
by the States are expanding in most sections of the country. Most
people will agree that a highway which is used maicly by through
tra&c should be constructed and maintained by the groups that are
benefited by it rather than by the local communities through which
the road may pass. Use of the gasoline tax and the automobile
license tax is modifying the incidence of road costs. The tepdency
toward State and nation-wide 31‘13 ort of throu[gih highways has
probably not gone as far as it sho E, but the need of such support
is being given attention in all sections of the country.

The interest of the farmer in the expansion of the State highway
systems needs little explacation. Every expenditure ‘that can be
removed from the local governmental unit and distributed over the
wider unit in the proportion thet the wider unit enjoys benefits
from the expenditure and has the ability to contribute toward such
expenditure, should be so assigned. The result will be a more equita-~
ble tex situation. Much needs to be done to determine whether
individuel roads are local, district, State, or nation-wide in their
use and benefits. Many roads now considered to be only the concern

tue-
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of individual townships are doubtless of as much importance to the
residents of the adjacent or even distant towns or cities as they are to
the farmers whom they serve directly.

In the case of education, the responsibilities of wider units are
being recognized. County-wide school taxes serve to distribute the
cost of education more evenly among the districts. State aid, based
on the needs of individual districts, tends to give the children in the
Eoorer districts greater educational opportunities than they could

ave if the district or county were left to pay the expense without
assistance. It is proper that such grants should be made by the larger
units since the benefits of education are by no means confined to the
district in. which a child may happen to receive his trairing and sinece
the ability to pay for education is unevenly divided among various
sections of the State.

Payment of educational costs by means of funds cellected from the
larger units will assist agricuiture sinee most of the poor districts are
rural. Farm boys or girls are usually the ones who attend the school
in & distriet that is unable to provide educational facilities equal to
the standard now demanded by parents for their children. The
majority of the districts that must tax themselves heavily in order to
maintain schools to conform to the minimum standards set by the
States, are rural districts. The use of the taxable property of the State
as a whole, or even of a wider base, will make possible educational
improvements and will relieve many farming sections of their high
tax contributions to maintain schools.

Emphasis is placed on the need of financing roads snd schools by
means of tax contributions from the larger governmental units, but
it is not implied that these zre the only functions which should be
financed on & wider basis than is common &t the present time. They
do, however, comprise so large s proportion of the total governmental
costs of the rural sections of the country that relief here will do much
to render farm taxation less burdensome,

REDUCTION OF EXPENDITURES

Reduction of governmental expenditures at a time when people
are demanding a.cglditional services is difficult. No one questions the
desirability of all possible economies, as long as essential services are
not curtailed. Difficulty arises in attempts to agree on economies
that are possible and on services that are not essential. Any attempt
to point out specific lines of economy in a general study of this sort
would be of little value. Kach spending jurisdiction has its own
problems which’ need intensive study before any conclusions con-
cerning the curtailment of costs can be reached.

Attention is called to the tendency toward the reorganization and
consolidation of governmental functions which will give more effi-
ciency and will lessen essential expenditures. The reorganization of
departments in several of the State governments has made possible
better service without ‘increasing costs. Consolidation of the work
of assessment within counties and possibly among counties has
alresdy been mentioned. Tax collection could be carried on much
more efficiently in many jurisdictions (9). School districts are often
too small to be economical or to give their pupils the advantages
that can be furnished in districts in which schools can be organized
in grades.
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Reconsideration is needed in all rursl sections of the country of the
functions of certain governmental units. In many cases two or more
counties gould be consolidated. In some erses two complete sets of
county officials are doing the work which might as well be done by
one group. In the days when travel was slow and communication
difficult, counties of the size of those in most of the agricultural States
‘were needed. This need has largely vanished. The governmental
services of most of the States would be improved by the reduction of
the number of counties by at least one-third.

The courity is not the orly governmental unit that needs reappraisal
to establish 1ts worth. It is mentioned as perhaps the most striking
example of this need, but in many sections of the country much the
same criticism might be made of the smaller units, such as townships
or school districts.

Recognition myst be given to the fact that the elimination of the
vested interests of any group of governmential officials is difficult and
that county officers in some sections of the country are most strongly
intrenched in office. Communities will be reluctant to give up the
prestige that comes through being the county seat. The attitude in
this case should be the same as is assumed toward other luxuries. If
the people concerned can afford them and want them, no one would
maintain that they should be deprived of them. But where the
maintenance of unnecessary county or other units creates animpossible
tax burden or makes impossible the maintenance of adequate govern-
mental services such as schools, public-health service, or roads, then
every effort should be made to eliminate the unnecessary units,

It may be that in some sections of the country there are no units
that coufd be eliminated. The data to support a statement that such
elimination is possible or desirable in all sections of the country
have not been assembled. On the basis of a limited experience with
such consolidations, it is believed that they furnish one means of
economy that will render governmental service more efficient.
Direct plans for such action must be based on local conditions.
A detailed investigation of the functions and the efficiency of the
local units of government would be s necessary preliminary to such
action.
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