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ORIGIN AND ORGANIZATION OF THIS STUDY 

RISE OF THE FOREST-TAX PROBLEM 

Dissatisfaction with the American property tax as applied to forests 
has had expression for more than a generation, during which period 
the volume and vigor of complaint has steadily grown. This is no, 
to imply that the owners of forest property are unique in their attitud® 
toward taxation and that all other taxpayers welcome the tax gathere® 
with open arms or even accept his exactions with silent resignation" 
Quite the contrary. Taxation has never in the history of the world: 
been pleasant, and taxpayers have ever been notoriously vocal in 
expression of the pain with which they part with money for support 
of government. Yet in spite of all this there does appear to be some- 
thing peculiar about the complaint against the taxation of forest 
property. In particular it appears to have been generally accepted 
by those who have given attention to the subject that the problem of 
forest taxation is not merely a question of the amount of taxes levied 
upon the forests but extends to the method of taxation, and that 
complaints against taxation represent not merely the natural resist- 
ance to a heavy tax burden but the conviction that taxation has 
power to affect the business of forest growing and the future of the 
forests in a peculiarly unfavorable manner. Efforts to induce forest 
owners to protect and care for their forests, to prevent destructive 
exploitation of virgin forests, and to encourage the reforestation of 
cut-over lands have always, sooner or later, encountered difficulties 
in connection with taxation. It has been urged that heavy taxation 
tends to force premature cutting and to make conservative logging 
unprofitable and, above all, that uncertainty as to future tax exac- 
tions stands as an insuperable obstacle to the investment of capital 
in forest growing. In short, it appears that there is a real problem 
of forest taxation. 

The professional foresters of the United States awoke early to the 
theoretical significance of taxation as a possible obstacle to conserva- 
tion, and in the years before 1909 some literature had appeared on the 
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subject, including contributions by such men as Fernow, Schenck, 
Gaskill, Akerman, Elliott, and others. Legislation intended to cor- 
rect the situation had been enacted by a number of States. In 1909 
the report of President Roosevelt’s Conservation Commission con- 
tained a monograph by Fairchild on forest taxation, which was influ- 
ential in directing later discussion of the question. The problem 
attracted the attention of the National Tax Association, the Society 
of American Foresters, the American Forestry Association, and others 
interested in forestry and conservation. The lumbering and logging 
associations also took the matter up, and there was steady orowth 
of interest and discussion. Experiments in legislation to solve the 
problem were undertaken with renewed interest in many States. 
While some progress had thus been made in the study of the theoreti- 
cal aspects of the subject and valuable lessons had been learned from 
legislative experience, the problem still remained essentially un- 
solved at the time of the inception of the present investigation. That 
is, the legislation thus far enacted had failed to remove the tax ob- 
stacle which stood in the way of the fullest development of private 
forestry, and knowledge of the theory and especially of the facts of 
the problem was still too meager to permit of reliable conclusions as 
to what type of legislation was best suited to meet the situation. 

THE SENATE COMMITTEE ON REFORESTATION 

In 1923 Congress took cognizance of the matter as part of the 
broader problem of reforestation. The Senate provided (67th Cong., 
4th sess., S. Res. 398) for the appointment of a committee— 

to investigate problems relating to reforestation, with a view to establishing a 
comprehensive national policy for lands chiefly suited for timber production in 
order to insure a perpetual supply of timber for the use and necessities of citizens 
of the United States. 

The Select Committee on Reforestation, appointed pursuant to 
this resolution, was composed of Charles L. McNary, Oregon, chair- 
man, George H. Moses, New Hampshire, James Couzens, Michigan, 
Duncan U. Fletcher, Florida, and Pat Harrison, Mississippi. The 
committee proceeded to make a Nation-wide survey, with hearings 
covering all the important forest regions of the United States. The 
published record of its hearings (67th Cong., 4th sess., hearing pur- 
suant to S. Res. 398) contains much interesting and valuable evidence 
upon the general problem of reforestation and frequent reference to 
the question of forest taxation. 

The committee made its report to the Senate on January 10, 1924 
(68th Cong., Ist sess., S. Rept. 28). This report called attention to 
the fact that annual property taxes, unless extremely moderate, may 
debar the investment of private funds in forest-growing enterprises. 
The great diversity in tax burden on both merchantable timberland 
and on cut-over land among the different parts of the United States 
was cited, and the conclusion was reached that the uncertainties in 
respect to taxation constitute a serious handicap on reforestation. 
The complexity of the problem was recognized, particularly the 
revenue difficulties which certain solutions might involve. Bounties, 
rebates, and exemptions were rejected as unsound. According to 
the committee, forest properties should pay their fair share of the 
public revenues, and the solution of the forest-tax problem should be 
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sought, not through the exemption of forest property, but by an 
adjustment of the manner of taxing it in keeping with the time 
required to mature its products. 

The results of the optional yield tax laws which had been enacted 
in the preceding 12 years were described by the committee as incon- 
clusive. The proposal to make the tax on forest lands a land tax 
only was mentioned. Constitutional limitations were cited as 
obstacles to forest-tax reform in many States. The committee 
arrived at the following conclusions with respect to taxation of forest 
lands: 

Probably the second development of general importance in encouraging private 
production of timber is an adjustment of the methods of taxing forest-growing 
lands so as to avoid an undue burden of current taxation. Obviously, as to State 
and local taxation, such reforms can be effected only by State legislation. The 
subject is, however, of such wide importance in all of the forest regions of the 
United States and has such a universal bearing upon the success of a national 
policy which seeks to promote timber growth that the committee believes it 
should be covered by a comprehensive Federal investigation. The purpose of 
this study should be to disclose the present methods and practices in the taxation 
of timber and forest-growing land and their actual effect upon the use of land 
for the growth of timber. The investigation should be conducted, as far as 
practicable, in cooperation with the States and other suitable local agencies; 
and the Federal representatives should be authorized to collaborate with the 
States in devisirg tax legislation adapted to particular situations which will give 
reasonable encouragement to reforestation. 

Immediate results from a project of this nature cannot be anticipated, but in 
the long run it should prove an important factor in eliminating obstacles which 
now stand in the way of private timber growing. Reforms in forest taxation 
can only be brought about by an extended process of public education, first, as 
to the present facts and their effect upon timber growth and, second, as to 
equitable means of modifying the existing conditions. The importance of the 
subject is so great that the Federal Government may wisely take the lead in an 
inquiry of this nature. 

THE CLARKE-McNARY LAW 

The Clarke-McNary Act became law on June 7, 1924 (43 Stat. 653), 
Its title is: ‘‘An act to provide for the protection of forest lands, for 
the reforestation of denuded areas, for the extension of national 
forests, and for other purposes, in order to promote the continuous 
production of timber on lands chiefly suitable therefor.”’ It contains 
the following provisions relating to taxation: 

Src. 3. That the Secretary of Agriculture shall expend such portions of the 
appropriations authorized herein as he deems advisable to study the effects of 
tax laws, methods, and practices upon forest perpetuation, to cooperate with 
appropriate officials of the various States or other suitable agencies in such 
investigations and in devising tax laws designed to encourage the conservation 
and growing of timber. 

THE FOREST TAXATION INQUIRY 

Pursuant to the provisions of this act the Forest Service established 
the Forest Taxation Inquiry and imposed upon it the duty of conduct- 
ing the study of forest taxation required by the law. The Inquiry 
may be said to have come formally into existence in April 1926, 
although little beyond the work of building up the staff, organizing 
the office, and making preliminary plans was attempted before mid- 
summer of that year. General headquarters were established and 
have been maintained throughout the course of the study in New 
Haven, Conn. 
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The Inquiry has enlisted the services of a technical staff of foresters 
and economists, with appropriate clerical, stenographic, and statis- 
tical assistants. The record of the technical personnel, with dates of 
appointment and resignation, is as follows: 

Fred Rogers Fairchild (professor of political economy, Yale University), director, 
appointed July 9, 1925. 

Louis 8S. Murphy, senior forest economist, detailed July 9, 1925. 
R. Clifford Hall (valuation engineer, Income Tax Unit, U. S. Treasury Depart- 

ment), principal forester, appointed April 1, 1926. 
Herman H. Chapman (professor of forestry, Yale University), principal forester, 

appointed June 1, 1926. 
Paul A. Herbert (assistant professor of forestry, Michigan State College), senior 

forest economist, appointed June 15, 1926, resigned July 31, 19381. 
Jennie C. Goddard, senior statistical clerk, appointed July 24, 1926, resigned 

November 30, 1927. 
Conrad H. Hammar, assistant economist,appointed March 31, 1927, resigned 

April 30, 1929. 
Daniel Pingree, assistant forest economist, appointed May 20, 1927, resigned 

June 15, 1933. 
Martha 8S. Epps, assistant economist, appointed November 14, 1927, resigned 

August 31, 1930. 
Bushrod W. Allin (assistant professor of agricultural economics, University of 

Wisconsin), taxation economist, appointed September 25, 1928, resigned 
October 15, 1930. 

Otto Neiuwejaar (assistant professor of forestry, University of Riga, Latvia), 
forest economist, temporary appointment, effective December 10, 1928, ter- 
minated October 31, 1930. 

Robert M. Haig (professor of business administration, Columbia University), 
principal taxation economist, temporary appointment, effective November 1, 
1929, terminated December 31, 1930. 

Paul W. Wager (associate professor of rural social economics, University of North 
Carolina), taxation economist, appointed January 8, 1930. 

Roy B. Thomson, assistant forest economist, detailed March 1, 1930. 
Wade E. DeVries (Michigan State Department of Conservation), taxation 

economist, appointed July 10, 1930. 
Besse B. Day, associate statistician, appointed July 15, 1930. 
Wilfrid E. Hiley (lecturer in forest economics, Oxford University), principal 

forest economist, temporary appointment, effective July 25, 1930, terminated 
April 4, 19381. 

INITIAL ASSUMPTIONS REGARDING THE NATURE OF THE 
FOREST-TAX PROBLEM 

The discussion of the forest-tax problem contained in this report 
is predicated upon certain basic conditions, which should be briefly 
stated at this point. 

PRIVATE OWNERSHIP OF FORESTS AND THE PUBLIC INTEREST 

It is recognized that the greater part of the forests and forest lands 
in the United States is now in private ownership and that, in spite 
of continued public purchase, this situation may be expected to 
continue for a long time, perhaps indefinitely. 

In countries where forestry has been practiced for centuries, the 
private forest area continues to be a substantial part of the entire 
forest area. In France, for example, there are 16 million acres of 
private forests out of a total of 25 million; in Germany 15 million out 
of 31 million acres; and in Sweden 43 million out of 57 million acres 
(244, 268, 276, 277).1 In the United States, 396 million of the 495 

+ Italic numbers in parentheses refer to Literature Cited, p. 641. 
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million acres of land in commercial forests are now privately owned 
(73d Cong., Ist sess., S. Doc. 12). While the publicly owned area is 
increasing in this country by reversion of tax-delinquent lands and 
by purchase, this increase is slow compared with the total area 
involved. 

The public is taking an increasing interest in the conservative man- 
agement of all forests, both public and private. Not only is the need 
for perpetuation of the domestic timber supply recognized, but also 
the need for protection against floods, erosion, the silting or drying-up 
of navigable streams, the depletion or pollution of domestic water 
supplies, and the spoliation of scenery. These are all vitally im- 
portant from the public point of view, but not so important from 
the point of view of a private owner. A private owner has no direct 
interest in protecting agricultural and urban property lying below his 
forest land from the evil effects of floods and erosion, nor does he gain 
from helping to preserve and keep pure the domestic water supply of 
some city perhaps 100 miles distant. He may occasionally receive a 
small and irregular income on account of scenery, as when he has 
suitable camp sites for rent, but such income is on the whole excep- 
tional. The owner must, perforce, be concerned with income on 
which he can depend, and such income is to be obtained chiefiy from 
the utilization of the merchantable timber. It 1s to the owner’s 
advantage to cut trees at the point of greatest financial return and to 
spend no more on cultural operations than is strictly justified by 
financial considerations. 

As a matter of fact, owners are frequently led by force of circum- 
stances to cut growing trees before they have reached the point of 
greatest financial return, even though such practice may be against 
their own best interest. The public is interested in influencing private 
owners against such short-sighted or emergency cutting, in order that 
the consequent deterioration of the forest stand may be prevented. 
The public interest is generally on the side of growing larger timber. 
In the case of forests needed for protection or for scenic purposes, the 
public interest requires not only less severe cutting, but also as a rule 
more expensive cultural operations and methods of cutting. From 
the public standpoint, even a reduction in rate of financial return may 
be more than offset by protective and aesthetic advantages. 

Questions arising from this conflict of interest have in the past 
usually been resolved in favor of the private owner, except as pre- 
vented by restrictive legislation or traditional obligations enforced by 
public sentiment. Legislative restrictions such as are in effect in 
many Kuropean countries have not generally been adopted by the 
American States except, to a limited extent, in regard to fire pro- 
tection. The traditional obligations so effective in some countries of 
Europe have not thus far established themselves in the United States. 
A precedent may perhaps be seen in the action of Louisiana and New 
Hampshire in requiring the leaving of seed trees under certain con- 
ditions. A very important step in the direction of regulating methods 
of cutting on private forest lands has recently (1933-34) been taken 
by the lumber and timber products industries under article X of the 
Lumber Code in connection with the National Recovery Adminis- 
tration. This article provides for the adoption of specific measures 
of forest practice within each regional division of the industry in order 
to assure continuous forest production. 
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The public has still other interests in conservative forest practice 
than those mentioned above. Wood is an important raw material 
for use on the occasion of war or certain other national catastrophes, 
such as flood, tornado, earthquake, or fire, and the Government may 
take steps to insure an adequate supply in the event of an emergency. 
The national forestry program now being carried out in Great 
Britain is a case in point (1). 

Another public interest in forestry lies in diverting from agricul- 
tural use such land as may be submarginal for farming. The clearing 
and settling of land which is likely later to be abandoned not only 
causes misdirected effort and unnecessary suffering on the part of the 
settler and his family but also increases local costs of government by 
requiring additional road and school facilities. This particular public 
interest requires: (1) Truthful publicity by State officials regarding 
the character and economic limitations of the unoccupied land 
resources of the State; (2) the effective dissemination of such infor- 
mation among prospective purchasers; (3) control over real estate 
operations in unoccupied land; (4) rural zoning (as now authorized in 
Wisconsin) and the evacuation of settlers left stranded in regions suf- 
fering from agricultural decline; and (5) public ownership of idle sub- 
marginal agricultural land which is in danger of being reabsorbed into 
an uneconomic agricultural use, so far as may be feasible without 
financial loss to the State. The desirability of such ownership is 
recognized in official reports and to some extent in the laws of such 
States as Wisconsin, Michigan, and New York. Wisconsin, for ex- 
ample, encourages a county to establish forest reserves out of land 
reverted to it for nonpayment of taxes and grants to the county, for 
planting and forestry costs, 10 cents an acre for all such land regis- 
tered under the forest crop law, in addition to another 10 cents which 
is paid to the town jn which the forest is located and which is meant 
to be in lieu of taxes. In consideration of these contributions, 75 per- 
cent of the revenue from timber cut from such county forest lands 
goes to the State, but such payment is, for most land, in the distant 
future.2 Michigan purchases the equity of the local governments in 
land which has reverted for nonpayment of taxes in order permanently 
to dedicate such lands to forest or recreational use.2 New Yorkin 1931 
amended her constitution by directing the legislature to appropriate 
$19,000,000, to be spent over a period of 11 years, for purchasing and 
reforesting abandoned farm and other idle land.* This State also coop- 
erates with counties in reforesting lands acquired by the latter. Town 
forests are given encouragement by New Hampshire and Massachu- 
setts. 

EFFECT OF TAXATION UPON THE MANAGEMENT OF PRIVATELY 
OWNED FORESTS 

In spite of the many-sided public interest in conservative forest 
practice, the public, through the property tax, is subjecting the forest 
business to an influence directly opposed to conservation. Develop- 
ment of this thesis will be one of the major tasks of this report. 
Enough has long been known, however, to set up a reasonable pre- 
sumption that the American tax system—especially the property 

3 Wisconsin Statutes, 1931, secs. 59.98, 77.05. 
3 Michigan, Compiled Laws, 1929, sec. 3527. 
4 Constitutional amendment adopted by the people of New York in November 1931, art. VII, sec. 16. 
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tax—acts as a discouragement to forest growing and may in some 
cases affect adversely the utilization of mature forests. As already 
pointed out, it was this presumption, commonly entertained, which 
chiefly induced Congress to provide for the present investigation. 

THE IDEAL TAX SYSTEM 

The ideal tax system is that which accomplishes, in a workable and 
not too expensive fashion, an equitable distribution of the cost of 
government among all persons having an interest in the government. 
To be ideal the tax system must first of all be workable. A tax system 
which is incapable of effective administration, which is uncertain as to 
the amount of the taxpayer’s liability, or which encourages evasion 
and fraud must be rejected, whatever other virtues it may claim. 
Secondly, the operation of the system must not be too expensive in 
comparison with the revenue received. Thirdly, the system must 
accomplish an equitable distribution of the cost of government. An 
equitable distribution is obtained when the current general conscience 
of the community approves of such distribution as being fair and just, 
after careful consideration of the relative abilities of the taxpayers, 
the benefits which they receive from government, and all other per- 
tinent factors. Lastly, the contributions to the cost of government 
must be made by all persons who have an interest in the government— 
in general, by all citizens and by those foreigners who receive protec- 
tion to person or property from the government in question. 

Special favors in the way of reduction or remission of taxes are 
repugnant to the ideal tax system as defined above; they may be 
justified, if ever, only by a resulting benefit to all the people of the 
jurisdiction granting the special favor. Special favors, in general, 
have a far-reaching effect in directing industry into uneconomic 
channels. Any industry which cannot bear its fair share of the costs 
of government has a heavy burden of proof to show that it is not a 
parasite upon the other industries of the community. Itis not enough 
to show that the industry seeking special consideration is meritorious; 
has great public value. The same may be said of all legitimate indus- 
tries, and it is not a sound principle of taxation that the relative con- 
tributions of different interests shall be graded inversely according to 
an estimate of their respective services to the public. Any tax con- 
cession granted to one interest necessitates an increased tax burden 
upon all other interests. For example, it may be urged with truth 
that the forests are of enormous public usefulness. But cannot the 
same be said of the farms, the factories, the stores? Shall all other 
necessary industries be penalized in order that forestry may be pro- 
moted? This point might perhaps warrant further elaboration were 
it not for the fact that in any case little aid toward the solution of 
the forest-tax problem is to be looked for from this direction. It is 
significant that, of the many States which have sought to promote 
forestry by special tax favors, none has accomplished any result of 
importance. 

FOREST TAXATION IN THE IDEAL TAX SYSTEM 

The ideal method of taxing forests is that which will require a just 
contribution from forest owners, while being of such form as will not 
place a special obstacle (beyond what any just tax must impose) in 
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the way of the best use of the forests and forest lands from the view- 
point of the public interest. In pursuance of this ideal, a balance 
should be struck between the needs of the forest owners and the needs 
of the forest communities. The forest owner should have the oppor- 
tunity to pursue his forest business without the obstacle of unreason- 
able taxation; the forest community, on the other hand, should have 
money to supply necessary governmental services. This money may, 
to some extent, be obtained from the State in the form of aids and 
grants, but public policy demands that local communities, no matter 
how poor, shall supply at least some of their vovernmental services 
out of their own pockets. An entire community placed on the dole 
is not a part of the American ideal. 

It is not to be presumed that an ideal tax system would require that 
large areas of forest or other land be placed on the delinquent-tax rolls 
year after year. To confiscate forest property by taxation is as much 
against public policy as to exempt it from carrying its fair share of 
governmental burdens. 

The search for a just tax begins with a presumption against special 
favors to forest owners. Nevertheless, consideration of the use of 
special tax favors for the purpose of encouraging forestry has not been 
excluded from this investigation. The question will receive appro- 
priate attention in connection with the discussion of proposed reforms 
in forest taxation. 

SCOPE OF STUDY 

The scope of this study has been determined primarily by the 
authorization of the Clarke-McNary Reforestation Act, i. e.— 

to study the effects of tax laws, methods, and practices upon forest perpetuation, 
to cooperate with appropriate officials of the various States or other suitable 
agencies in such investigations, and in devising tax laws designed to encourage the 
conservation and growing of timber * 

Federal taxes having never presented any serious obstacle to the © 
practice of forestry, this study has been concerned almost entirely 
with State and local taxation. 

As will be elaborated in the next part, the property tax is the 
most important form of taxation imposed by the States and practi- 
cally the sole tax of the local governments. Complaint of the forest 
landowners has centered about the property tax, and the burdensome 
effect of this tax was cited to the Senate Committee as a serious or 
insurmountable handicap to forest perpetuation in private ownership. 
A predominant share of this report is accordingly concerned with the 
property tax. 

Special forest-tax laws have been enacted, amended, and repealed 
from time to time during the past half century in 35 of the States. 
An important part of the present study is the critical examination of 
the provisions of the State forest-tax laws and the results which have 
been achieved in their administration. 

There are other taxes which, as regards their effects upon forests 
and forest perpetuation, are ‘of minor importance. These were 
studied briefly. 

The general income taxes, as imposed by the Federal Government 
and by many States, were considered with reference to their indirect 
effects on forest perpetuation. 

Death taxes, including succession taxes and estate taxes, have 
potentially at any rate, an important bearing on the perpetuation of 
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forest properties under certain circumstances. The effect of these 
taxes on the business of growing forests has been studied briefly. 

Severance taxes which are imposed in some States in addition to the 
usual property tax on the nonrenewable products of the soil are ex- 
tended to forest products in a few cases. The place of such severance 
taxes in a system of forest taxation has been investigated and is dis- 
cussed briefly in thisreport. These taxes are not to be confused with the 
same kind of taxes when employed as a substitute for the property tax. 

The various business taxes, corporation taxes, franchise taxes, and 
the like, were not considered as a part of this study, their effects on 
the forest business being negligible. Sales taxes and other State 
taxes not here mentioned are not considered, since they play only a 
minor role in the whole tax burden on the forests and have no practical 
influence on the perpetuation of forests. 

The Federal excise taxes do not relate to forests or forest products 
and are not treated in this report.: 

The customs tariff has some effect on forestry and the lumber 
business, through its effect upon the prices of timber. However, the 
study of the tariff is clearly a separate topic, and it was evidently not 
contemplated by Congress that study of the tariff should be a part of 
this investigation. 

European tax systems were investigated with special reference to 
the methods of taxing forest properties, particularly in Germany, 
France, Switzerland, Great Britain, Norway, Sweden, and Finland, 
for the sake of the light which foreign experience might throw on the 
problem of American forest taxation. 

Prerequisite to any useful research in this problem is the recogni- 
tion that forest taxation is not a separate problem, to be isolated, 
studied, and solved apart from the taxation of other kinds of property 
or the other problems of government finance. Forest taxation must 
be regarded as an integral part of the whole system of taxation. 
Consideration must be given to the public services which the people 
require of their State and local governments, the various sources 
from which these governments are able to draw the money necessary 
to pay the cost of rendering such services, the total amount that has 
thus to be contributed by taxation, the distribution, actual and 
ideal, of the total tax burden among the various taxpaying interests, 
the balance of public revenues and public expenditures, and the 
state of the public debt. One must consider further the relation be- 
tween governmental services and the taxable capacity of the com- 
munity; what sort of governmental services can the people afford? 
One must similarly consider the relation between taxes and the capac- 
ity to pay taxes, not of forest owners only, but of all the various 
taxable interests. Only by thus putting forest taxation in its true 
place in the whole system of public finance can progress be made. 
The present investigation has been guided by such a broad concep- 
tion of the problem of forest taxation. 

In investigating the problem of forest taxation, thus broadly con- 
ceived, those engaged in this study have undertaken first to assemble 
the essential facts and to formulate the theoretical principles involved. 
Thereafter they have sought to draw the appropriate conclusions and 
‘to offer recommendations for modification of State tax laws and admin- 
istrative procedure designed to correct existing defects and bring 
the taxation of forests as near as may be to the ideal which has 
been proposed. 



2 MISC. PUBLICATION 218, U. 8. DEPT. OF AGRICULTURE 

PLAN AND METHOD OF STUDY 

The plan of this study comprised field investigations in various 
forest regions of the United States. Since each State has a financial 
and taxation system of its own, it was necessary to make the State 
the primary unit of the study. In each forest region one or more 
key States were therefore selected for special investigation. These 
States were, in order of investigation: Minnesota, 1926-27; Wis- 
consin, 1927; Michigan, 1927; Oregon, 1928; Washington, 1928: 
New Hampshire, 1928; and North Carolina, 1930. First of all there 
was gathered material sufficient to present a clear picture of the 
financial structure and tax system of the State as a whole, including 
a general view of the finances and taxation of its counties, towns or 
townships, and other local subdivisions. Thereafter, selection was 
made of certain counties, towns, or townships for special intensive 
investigation, intended to bring to light all obtainable facts bearing 
upon the local tax situation with special reference to forest property. 
Certain specialized studies, to be discussed at a later point, were also 
made. 

In all of this, the aim was to acquire a broad foundation of facts 
relating to the whole financial system, by no means limited to those 
taxes only which were imposed upon the forests. The regions, 
States, and local jurisdictions selected for study were, of course, in 
general those where forests were or might be important. Yet study 
was not confined exclusively to such areas. Certain agricultural and 
other nonforest localities were included for purposes of « comparison. 

Having thus studied the key States, a less intensive study was 
made of certain other States, with chief reference to the operation of 
special forest-tax laws, as well as to unusual forest-tax conditions. 
These States were, Alabama, Indiana, Iowa, Louisiana, Maine, Mas- 
sachusetts, Mississippi, Ohio, and Vermont; they were investigated 
for the most part in 1930 and 1931. 

In connection with its State and regional studies, the investigating 
staff welcomed the cooperation and assistance of all local agencies 
able and willing thus to join bands with it. Such were the public 
officials of the States and their local subdivisions, State universities 
and other institutions, associations interested in forestry or in taxa- 
tion, individuals, and associations in the forest industries. 

In the studies of selected localities, two general methods were 
employed. In States such as Minnesota, Wisconsin, and Michigan, 
where the forests are largely concentrated in distinct regions, the 
counties of a State composing such a region were compared with the 
other counties of the State as to tax rates, tax delinquency, taxes and 
assessment per capita, proportion of cut-over forest land, amount of 
agricultural development, area of public land, total assessed valua- 
tion, assessed valuations of forest and other classes of property, and 
the like. This was the ‘‘extensive method”’ of investigation, as 
illustrated by Forest Taxation Inquiry Progress Reports 3, 5, and 13.° 

5’ CHAPMAN, H. H., Hatt, R. C., and HERBERT, P. A. RESOURCES AND TAX BASE OF THE FOREST COUN- 
TIES OF MINNESOTA. U.S. Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry [8], [87] pp. Sept. 5, 
1928. [Mimeographed.] 

THE FOREST COUNTIES OF MINNESOTA: TAX BASE CONTINUED, TAX RATES, AND TAX BURDEN ON 

ea | U. S. Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 5, [28] pp. 1929. [Mimeo- 

HERBERT, P. A. RESOURCES AND PUBLIC FINANCES OF MICHIGAN IN RELATION TO THF FOREST TAX PROB- 
LEM. U.S. Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 13, [103] pp. 1931. [Mimeographed.| 
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The other method of studying selected localities, which may be 
called for convenience the ‘‘intensive method’’, involved painstaking 
investigation of selected towns, counties, or other local units with 
regard to their economic resources, the working of the present tax 
system, and the probable effects of proposed changes in taxation. 
Such an investigation was conducted partly on the basis of informa- 
tion available in public records, such as the assessment rolls, partly 
through field examination by members of the investigating staff, 
and partly through private sources of information which were found 
to be reliable. The intensive method may be illustrated by Forest 
Taxation Inquiry Progress Reports 9, 15, and 17.6. The report under 
date of March 1, 1930, entitled ‘“‘Preliminary Tables Relating to 
Forest Taxation in New Hampshire’’, is also representative of this 
intensive type of investigation. 

The selected locality studies roughly outlined above threw con- 
siderable light on assessment practice, on tax delinquency, and on 
the effects of taxation on forest industries, but these subjects seemed 
of such vital importance to the presentation and solution of the forest 
tax problem that it seemed necessary to study them from every pos- 
sible angle. Hence, in certain of the key States, additional data 
were obtained on the subjects of assessment ratios, tax delinquency, 
and the effects of taxation on forest industries. 

Records of bona fide real estate sales in many forest localities were 
obtained, and the assessments of the properties involved were com- 
pared with the considerations paid to obtain ‘‘assessment ratios.’ 
These ratios were then used to test the treatment of forest property in 
the assessment practice, both as between timbered and cut-over 
lands, and as between either of these classes and agricultural, resort, 
commercial, or residential properties. The ratios were also used to 
show how erratically individual properties or subgroups of properties 
were assessed within a group. Some original theoretical work was 
required in the development and application of assessment ratios. 
Assessment ratio studies have been incorporated in several of the 
Forest Taxation Inquiry Progress Reports and are the special subject 
matter of Reports 6 and 12.’ 

The tax delinquency studies, for their part, were used to ascertain 
the absolute amount of long- and short-term tax delinquency in 
forest counties, the relative amount of such delinquency in forest 
compared with other counties of a given State, and the type of real 
estate which seemed most likely to go delinquent. The long-term 
delinquency was considered to be especially important, since it is this 
type of delinquency which indicates the amount of land that is likely 
to pass out of private ownership through failure to pay taxes. Prac- 
tically all of the delinquency information was obtained from tax rolis 
or from published reports themselves taken from tax rolls. Forest 

8 HALL, R. C., and HERBERT, P. A. PROPERTY TAXATION IN SELECTED TOWNS IN THE FOREST LAND 
REGIONS OF MINNESOTA. U.S. Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 9, [76] pp. 1930. 
[Mimeographed.] 
PINGREE, D. SOME ASPECTS OF THE FOREST TAX PROBLEM IN SELECTED TOWNS OF WISCONSIN. U. S. 

Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 15, [60] pp. 1931. [Mimeographed.] 
WaGER, P. W., and THOMSON, R. B. TAXATION OF FOREST PROPERTY IN NORTH CAROLINA. U. S. 

Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 17, [206] pp. 1932. [Mimeographed.] 
7 PINGREE, D., and HALL, R. ©. ASSESSMENT RATIOS OF RURAL REAL ESTATE IN OREGON AND WASH- 

INGTON. U.S. Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 6, [34] pp. 1930. [Mimeographed.] 
HALL, R. C. ASSESSMENT RATIOS OF FOREST PROPERTY AND OTHER REAL ESTATE IN WISCONSIN. U.S. 

Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 12, [37] pp. 1930. [Mimeographed.] 
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Taxation Inquiry Progress Reports 10 and 11 * also deal with tax 
delinquency, and the subject is discussed in other progress reports. 

The effects of taxation on forest industries were studied in the 
Pacific Northwest, the region having the greatest present concentra- 
tion of such industries and the greatest present reserve of old-growth 
timber. The object of the study was to determine the role played 
by taxation in the holding and operating of virgin or old-growth 
timber and the relation of taxation to the other economic factors 
of importance to these industries. Since the facts useful in such a 
study were largely in the possession of the timber owners and oper- 
ators, it was necessary to use the questionnaire method. An effort 
was made to counteract the bad repute in which this method was 
held by very careful introduction of the questionnaires with the 
cooperation and endorsement of individual leaders of importance and 
of the regional lumber trade associations. The questionnaires were 
followed up by personal interviews with the more important individu- 
als and concerns from whom answers were expected. The results 
have been incorporated in Forest Taxation Inquiry Progress Report 
149 

Another field project was the study of existing forest-tax legislation 
in those States having special forest-tax laws. Forest Taxation 
Inquiry Progress Reports 4, 7, and 16 * deal with existing forest tax 
legislation in the United States, largely from the legislative aspect, 
however. The practical effects have been studied by means of 
interviews and questionnaires, but the data gathered have, for the 
most part, not as yet been published. Attention was given also to 
existing tax legislation, especially as applied to forests, in those 
European countries which are considered most advanced in their tax 
systems. The European project involved vists to Germany, Switzer- 
land, Sweden, Finland, and France, together with special reports on 
Great Britain and N orway by duly ‘qualified citizens of each of those 
countries under the direction of the investigative staff. The out- 
standing results of the European studies are to be found in part 11 
of this report, entitled “‘ Taxation of Forests in Northwestern Europe.” 
The special forest-tax studies and the European study were conducted 
chiefly in 1930 and 1931. 

In addition to the information-gathering projects which have 
been noted, it was found essential to make a thorough reexamination 
of the theory of taxation of property and income, especially in con- 
junction with the theory of forest enterprise, and to push this theo- 
retical analysis somewhat further than had been done by previous 
investigators. This was found necessary in order to provide a founda- 
tion both for criticism of the existing property tax and for testing of 
proposed reforms. The principal results of the theoretical study are 

8 CHAPMAN, H. H., and PINGREE, D. TAX DELINQUENCY IN THE FOREST COUNTIES OF THE LAKE STATES. 
U. S. Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 10, [41] pp. 1930. [Mimeographed.] 
PINGREE, D. TAX DELINQUENCY IN THE SELECTED COUNTIES OF OREGON AND WASHINGTON, U. S. Dept. 

Agr., Forest Serv. Prog. Rept. Taxation Inquiry 11, [26] pp. 1980. [timeosrephed. 
9 Hatt, R. C. TAXATION OF TIMBER PROPERTIES IN OREGON AND WASHINGTON 8S. Dept. Agr., 

Forest Serv. Prog. Rept. Taxation Inquiry 14, [85] pp. 1931. [Mimeographed.] 
10 MurpHy, L. S., and HERBERT, P. A. DIGEST OF STATE FOREST TAX LAWS AS OF DECEMBER 31, 1928. 

U.S. Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry [4], [42] pp. 1929. (Superseded by no. 16.) 
[Mimeographed.} 

and HERBERT, P. A. DIGEST OF STATE FOREST TAX LAWS ENACTED OR REVISED DURING THE 
CALENDAR YEAR 1929. U.S. Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 7, [19] pp. 1930. 
(Superseded by no. 16). [Mimeographed ] 

HERBERT, P. A., and DEVRIES, W. E. DIGEST OF FOREST TAX LAWS IN THE UNITED STATES IN 
EFFECT JANUARY 1, 1932. “108 Gh Dept. Agr., Forest Serv. Prog. Rept. Taxation Inquiry 16, 73 pp. 1932. 
[Mimeographed.] 
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presented in part 3 of this report, under the title “Theory of Forest 
Taxation with Special Reference to the Property Tax.” 

The final office project involved the critical analysis of existing 
tax methods and the formulation and testing of proposed forest-tax 
reforms. In this testing the studies of revenues and expenditures 
were found useful in connection with showing what readjustments 
from the fiscal standpoint would be required under any particular 
plan. The studies of selected localities afforded basic data with 
regard to such localities, so that the tax set-up under various assump- 
tions might be constructed under the specific conditions represented. 
The knowledge of the practical working of existing tax systems gained 
from many of the other projects furnished guidance in foreseeing the 
practical operation of proposed systems. 

No attempt has been made to bring the factual matter in this re- 
port up to date beyond July 1, 1933. 
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EXISTING AMERICAN SOCIAL AND POLITICAL 
INSTITUTIONS 

The discussion of the forest-tax problem contained in this report 
is predicated upon fundamental American social and political insti- 
tutions as they exist at present. 

The institutions of private property, personal liberty, and indi- 
vidual freedom in the economic field, are taken for granted. Spe- 
cifically it is assumed that economic motives—generally functioning 
through the search for profits—operate as the chief propelling force 
in the forestry business, as in other businesses. Altruistic motives, 
such as a desire to promote the public welfare, are to be reckoned 
with and may be controlling in exceptional cases, but in general 
there is no reason to expect privately owned forests to be run on 
other principles than those generally accepted in business manage- 
ment. 

This study similarly recognizes the existing political organization 
of the United States, with a Federal Government, sovereign States, 
and various local governments, having their respective spheres of 
powers and duties prescribed by constitutions and laws, and operat- 
ing through the machinery of representative government. 

The resulting financial organization of government particularly 
affects the premises of this study. Intelligent investigation of the 
problem of forest taxation obviously requires, as a prerequisite, an 
elementary appreciation at least of the functions performed by the 
several grades of government, the sources from which they derive 
their revenues, and the functional and financial relations between 
them. The present part seeks first to present such an elementary 
picture of American financial organization. After this general pre- 
sentation, there will follow some discussion of the finances of repre- 
sentative ‘forest communities, including comparison with agricultural 
communities in the respective States. 

101285°—35——2 17 
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The United States is a federation of sovereign States, united under 
a written constitution, which defines the respective spheres of the 
Federal Government and of the several States. To the Federal 
Government belong such powers and functions as are granted (either 
explicitly or by implication) by the Constitution of the United States. 
The States and the people are the residual claimants of sovereignty, 
retaining all powers and functions not thus granted to the Federal 
Government. Subject to the limits thus laid down, each grade of 
government is supreme. 

The Constitution of the United States imposes a certain separation 
of governmental functions between the National Government and 
the States. Provision for national defense, diplomatic relations with 
other nations, control of immigration and naturalization, regulation 
of foreign and interstate trade, and control of the monetary system 
are among the important functions assigned of necessity to the Fed- 
eral Government. By such assignment the powers of the States are 
definitely limited. Otherwise the States perform all the functions 
of government, either directly or through delegation to their subor- 
dinate political units. There is a wide area in which both the Nation 
and the States operate, from which condition there arises a con- 
siderable amount of overlapping as well as some jurisdictional 
dispute. 
Somewhat similar differentiation appears on the revenue side of 

governmental operation. To the National Government belongs, of 
necessity, the exclusive right to impose taxes upon imports and inter- 
state commerce. On the other hand, its power to tax property er to 
employ other ‘‘direct”’ taxes, with the single exception of the income 
tax, is seriously restricted—indeed, to all practical intents, denied— 
by the constitutional rule of apportionment among the States accord- 
ing to their population. The States retain all sovereign revenue 
powers except as limited by the Federal Constitution. Most im- 
portant is their practically exclusive right to the taxation of prop- 
erty. Here again there is a considerable common ground, represented 
especially by the taxation of incomes and including excise taxes which 
do not burden interstate commerce. In general the States are not 
permitted to levy taxes upon the property or activities of the Federal 
Government without its consent, nor is it the policy of the Federal 
Government to levy taxes upon the property or activities of any 
State government. 

The States are divided into numerous local jurisdictions, first into 
counties, and then into townships or towns, incorporated cities, 
school districts, road districts, and other local units. The relations 
between the States and their local governments are not those of a 
federation but those of a centralized government. The local sub- 
divisions have no sovereignty but are the creatures of the State and 
subject to its complete control. Local governmental units are 
created for two main purposes; (1) for the performance of local func- 
tions and the satisfaction of local needs, and (2) as the agents of the 
State for carrying out its functions in the particular localities. 

New England the county is unimportant as a unit of local self- 
government; it is little more than an administrative district of the 
State government, chiefly concerned with the judiciary and to a 
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lesser extent with poor relief. In Connecticut the governing or policy- 
making body of the county is the local delegation in the State legis- 
lature. In Maine all county budgets must, by law, be approved by 
the State legislature and are in fact approved by the county delega- 
tion in the State legislature. 

In many of the Southern States, on the other hand, the counties 
are in actual fact, if not in law, largely independent of the State 
legislature and are the principal expression of local self-government. 
State administrative officials in the South exert very little control or 
supervision over the county officials (2, p. 16). 

In the rest of the country the county occupies a position in impor- 
tance and independence intermediate between the county of New 
England and that of the South. Here the county is the most im- 
portant unit of local government (with the exception of the city), 
but it is subjected to considerable control and supervision by State 
administrative officials. | 

The town or township is always a smaller local governmental unit 
than the county, but the New England town is not subordinate to 
the county. The New England town is a unit of popular self-gov- 
ernment, every voter having a voice in the affairs of the town as 
conducted in a town meeting. The chief functions of local self- 
government are carried on by the town. In New England, however, 
‘the town is much more independent of the State government than 
is the county. 

Township boundaries and governments were established in some 
of the Southern States after the Civil War, but they were apparently 
unsuited to the geographic conditions and social customs of the 
region, and they now are little more than boundaries on the map. 
They are sometimes used as deputy assessors’ districts or local road 
districts, but they are of no consequence as units of government. 

In the Western States and most of the Southern States there are 
no political townships. In the North Central States the township 
government has been copied from New England, although modified 
to some extent. The political township in the public-land States is 
mostly coterminous with the government-survey township of 36 
square miles, about the size of a New England town. It is of about 
the same area in the original States outside of New England. 

The political township of the Northern States outside of New 
England has a representative form of government as contrasted with 
the popular government of the New England town. Township busi- 
ness is conducted by a township board, one of whose members is often 
a member of the county board, the legislative body of the county. 

The school district is generally a smaller unit of government than 
the town, although the boundaries of school districts often overlap 
township lines. The elected school board is the governing body of 
the district. As transportation conditions become better, local school 
districts are being consolidated to form township or county school 
districts, which, however, are generally governed by a board more or 
less independent of the township or county government. 

As between the States and their subordinate political units, there 
has developed a fairly standard separation of functional and financial 
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spheres, although the demarcation is not rigid in any State, and the 
organization among the several States is by; no means uniform. 

In recognition of the political organization of the United States, as 
thus briefiy sketched, it is usual in the United States to refer to three 
erades of sovernment—Federal, State, and local. The relative func- 
tional importance of these three grades may be indicated in a general 
way by comparison of their total governmental cost payments (which 
do not include debt redemption). In the fiscal year 1929 these 
expenses were estimated as shown in table 1 (3, p. 20). 

TABLE 1.—Governmentai cost payments in 1929 

2 i : Total Percentage 
Governmental unit expenditures Bfitotal 

{ 

Mederal’ GOVT Or a ee ee ae a ep a Soe ens SO | ears $3, 262, 000, 000 | ia 
‘Phe 48S tatesis =e fe ee a se a eT ee eee 1, 954, 600, 000 16. 4 
Wocaljunitssincluding District. of; Colum biaes = eee 6, 720, 000, 000 56. 3 

TO Ga eos a 8 ke as be I ee 11, 936, 000, 000 100.0 

FINANCES OF THE FEDERAL GOVERNMENT 

The governmental cost payments of the Federal Government (ex- 
clusive of debt redemption) amounted to 3,262 million dollars in 
1929. A broad classification distributes these expenditures among 
the various functions of government in the proportions shown in 
table 2 (8, p. 20). 

TABLE 2.— Distribution of Federal expenditures in 1929 

i 

Percent- Percent- 
Function Amount age of Function Amount age of 

total total 

Protection 2-3 ean ae les 568, 000, 000 ASSO eH uecaAtionaesee: see ees $16, 000, G00 0.5 
General government-__-__-- 438, 000, 000 13.4 || Miscellaneous___-_--_-__- 19, 000, 000 .6 
Economic development___} 194, 000, 000 5s9ul|, interest=-=- 2-4 ee 680, 000, 000 20.8 
Publie utilitiess2o2 2222-22 163, 000, 0CO 5.0 | 
EN phiway Sea eee 97, 000, 000 3. 0 | Total ici ec. 2 sees 3, 262, 000, 000 100. 0 
Social welfare____.-.....-_ 87, 000, 000 2.7 | 

Protection is by far the most expensive function of the Federal 
Government. 

Not all of this total is spent directly by the Federal Government. 
The Federal and State governments have entered into a number of 
cooperative arrangements whereby the Federal Government grants 
to a State certain sums of money for a purpose which the Federai 
Government would like to encourage, generally on condition that the 
State will appropriate some amount from its own resources. On the 
basis of amounts appropriated, these Federal aids to the States in 
1929 amounted to 97 million dollars, or 5.7 percent of the net expen- 
ditures of the Federal Government exclusive of expenditures for 
protection. ‘These Federal appropriations in 1929 were as follows 
(4, pp. 44-77): 
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Nor forest; fire prevention andicontrol: sy 2a Seat ee oo $1, 200, 000 
For distribution of forest tree seeds and plants._________________- 75, 000 
MOriOrestry; CXtEMSlOM! MORK ames Sele ase Ms eel ure ce eine 2 60, 000 
LNCOVR Lam eA ot yike hip shad ld aah ca Al ce Mp) EE aga 1175, 000, 000 
Horiacricultunalvextension; works sou S ek shkence wy lh ee ee - 7, 440, 000 
For vocational education_-_--_--- elt SIR SLI a ea 7, 185, 000 
EGR BOY Yo Lia CS) NEY HAM PNRM Re eh Wa Ne a gL aN A al 3, 654, 000 
Hommaternity and infancy hy srenes) 80 Wynne CN) Ba SAN! it 202, 000 
Horciviliam vocational rehabilitation S.Ct) wo hy ey 1, 023, 000 

LL CHE Ue MUST SAU ls Ne Ea ab Ng eg aT AO SE A 96, 839, 000 

In addition to these grants, Federal appropriations provide for 
agricultural and forestry research to be carried on in cooperation with 
State agencies. 

It is important to note that the Federal Government, in insisting on 
certain specifications and standards in connnection with these co- 
operative enterprises, indirectly exercises some supervision and 
control over State expenditures. 

The tax revenue of the Federal Government in 1929 amounted to 
2,550 million dollars and was derived as shown in table 3 (3, p. 102). 

TABLE 3.—Taz revenue of the Federal Government, 1929 

Percentage 
Source Amount eetotal 

TOTO GAR ES cee h see eet ates NE INL VERN ALBG etanarlu MPU ug 8 Laws a RMN INL Nat Ue CNET ite $2, 331, 000, 000 65. 7 
TUS LOTS COND Us ee Es A a i tc a HELI MR 612, 000, 000 | . 17.2 
EPMETSON TAOS We een atau ee es eern ith ay NUS Maa aie PMN Re OP UG lel ara Matic SA 539, 000, 000 52, 
TYGER On TH Ce a a NA RIS ms NG A Te a A I so lL I So SE 62, 000, 000 iy 2 
AG) EOE AOS I ea UN UE RL A UA NE a ae IC I ace BE 6, 000, 000 52 

NO GAM GaGa HUMANS Gee CE tr Enya BAM eel An Nae oR Sie A a Oe AS 1 3, 550, 000, 000 100. 0 

As will appear later, the Federal tax system, while it employs 
certain bases that are also used by the State, presents distinctive 
characteristics which set it apart from the tax system of the States. 

The figures used in the foregoing discussion are for the fiscal year 
1929, since that is the latest year for which comparable figures relat- 
ing to Federal, State, and local governments are available. Federal 
finances have undergone spectacular changes during the period of 
economic depression that commenced in the fail of 1929. Expendi- 
tures have been increasing, while revenues have fallen off sharply. 
_Whereas, since the World War surpluses have been the regular order, 
a deficit appeared in 1931. In 1932 the total governmental cost pay- 
ments (expenditures chargeable against ordinary receipts) were 4,886 
million dollars, with total ordinary receipts (practically synonymous 
with revenue receipts as usually defined) of only 2,006 millions; the 
deficit was 2,880 millions (7, pp. 841-842). The ordinary receipts in 
1932 were as shown in table 4 (7, pp. 341, 348, 875). 

TaB LE 4.— Taz and other ordinary revenue of the Federal Government, 1982 

Percent- | Percent- 
Source Amount age of Source Amount age of 

total total 

Income taxes___-___---__- $1, 057, 000, 000 | 52.7 || Miscellaneous taxes. ____- $6, 000, 000 0.3 
Custom receipts__--__---_ 328, 000, 000 16.4 || Other ordinary receipts-_-- 112; 000, 000 5. 6 
TXCISHILAXCSE a ees ee 456, 000, 000 22.7 | 
Meat hitaxesesesees ee 47, 000, 000 2.3 Motalios ct ela ob 2, 006, 000, 000 100. 0 

11 $158,000,000 in 1931. 
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FINANCES OF THE STATES 

FUNCTIONS AND EXPENDITURES 

The governmental cost expenditures of all of the 48 State govern- 
ments in 1929 were about two-thirds of those of the Federal Govern- 
ment. These State expenditures (exclusive of debt redemption) 
amounted to 1,954 million dollars, which had the functional distribu- 
tion shown in table 5 (3, p. 20). 

TaBLeE 5.—Dzistribution of State expenditures, 1929 

Percent- Percent- 
Function Amount age of Function Amount age of 

tot total 

Ign Ways nena $669, 000, 000 34527) Publiciutilitiess2=2=ss2255 $15, 000, 000 0.8 
I ducatione ee 548, 000, 000 28.1 || Miscellaneous__....-...__ 7, 000, 000 .4 
Social welfare....__--_-__- 254, 000, 000 1350) eENCEReS Ga eee 94, 000, 000 4.8 
iRrotection === ee 175, 000, 000 8.9 ——_—______ 
General government-_-_-_-_- 127, 000, 000 6.5 Totalss!2es= seer 1, 954, 000, 000 100. 0 
Economic development---_ 65, 000 | 3.3 | 

Table 5 does not include expenditure of the sums received as grants 
from the Federal Government, since these have been accounted for 
among the Federal expenditures. Among State expenditures, pro- 
tection assumes a minor role, and roads and schools account for the 
greater portion of the total. This is in sharp contrast with the 
functional distribution of Federal expenditures. 

If attention be given to the separate States, it appears that in all 
sections of the country and in every State, expenditures for highways 
are either the largest or the second largest item of State governmental 
expense. In Vermont 74.4 percent (3, p. 24)” of net State expendi- 
tures were for highways, a larger proportion than in any other State. 
On the other hand, New York spent the least share, only 22.9 percent, 
of its funds for road purposes. 

State expenditures for education in the New England States con- 
stitute a much smaller share of the whole than in the other parts of 
the country. On the other hand, in New England and the Middle 
Atlantic States, expenditures for social welfare are much more impor- 
tant than elsewhere. 

Expenditures for general government purposes are not a large part 
of the total in any State except Rhode Island, where they make up 
over 21 percent of the total. Expenditures for State-operated public 
utilities, i.e., expenditures not charged off against operating revenue, 
are important, 24% percent of the total, in North Dakota, while in all 
other States they are relatively unimportant (8, pp. 24-25). The 
maximum and minimum expenditures by State and rate for each of 
the various functions are presented in table 6. 

12 In computing these percentages for individual States, payments for interest were not included. This 
omission makes all the percentages slightly larger than they would otherwise have been. These percent- 
ages therefore do not correspond precisely to those for all the States together in the table immediately above; 
of course the relative positions of the States and of the items of expenditure are not affected. 
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TasLE 6.—Range of functional distribution of expenditures by States, 1929 } 

Maximum Minimum 

Function Ratio to Ratio to 
State total ex- State total ex- 

penditures penditures 

Percent Percent 
i ghwaiyseoee oer ea oe Se Vermonts22 74.4 | New York------------ 22.9 
HW) GUCALION= wes essen eee Delaware-_-__---------- 49.4 | Vermont__...--.-__-_- 6.3 
Social welfare_.__.....-...-_--- Massachusetts-__._---- 38.1 | Arkansas__._.-.-.-___- 3.0 
IRTOLECHION] ae soe eee ee ee (OSI RS 13.5 ermont.o 28 oe ee 4.4 
General government-___.-_---_- Rhode Island_-__------ 21 5a Mhichigan® 22522222 3.0 
Bublicutiliticss ses North Dakota_____---- 2A 5y) ZOE CALCS eee ee 0 
Economic development-_-__--_- Ploridavs cee ni eae 9.6 | Tennessee___---------- 1.8 
Miscellaneous=.- 2-22-2222 222 Fdahoe Seeoe ia iat aes 1.8 | Mississippi__._---.--_- (3) 

1 Source of data: National Industrial Conference Board, Inc. (3, pp. 24-25). 
3 Less than 0.05 percent. 

GRANTS BY THE STATES TO THEIR SUBORDINATE GOVERNMENTS 

The financial relationship between the States and their minor civil 
or local governmental units is very complex. There has grown up a 
system of State aid or grants to the counties, towns, townships, and 
school districts for the purpose of education and highway operation 
and maintenance. Every one of the 48 State governments grants a 
considerable sum to the local governments to aid in the maintenance 
of the school system. As noted above, education constitutes the 
second largest functional item of State expense. Yet, as a matter of 
fact, in 1929 slightly over 60 percent of State educational funds were 
distributed among the minor civil divisions, on the basis of number 
of teachers or pupils or average daily attendance, or assessed valua- 
tion back of each teacher or some other measure, and were expended 
by local officials, though generally under some State supervision 
(5, pp. 90-91). There are still other taxes collected by the States 
for school purposes in which the States act merely as agents for the 
local governments. 

At least 16 of the States grant some aid to their minor civil divi- 
sions for the repair and upkeep of their highways. In these 16 
States slightly over 10 percent of the total expenditure for highways 
out of State revenue is turned over to the minor civil divisions to be 
spent by them for the upkeep of roads. These amounts are in addi- 
tion to certain taxes, such as 4 portion of the gasoline or automobile- 
license tax, which go directly to those minor civil divisions on the 
basis of the amounts collected there. The importance of this form 
of State aid varies greatly. In Vermont and Wisconsin a little more 
than 94% percent of all State road maintenance funds are expended 
through the local government officials, but in Connecticut and Utah 
only 0.4 and 0.3 percent, respectively, of the State road maintenance 
funds are so spent. Expressing this contrast in another way, the 
ratio between the State aids to the local governmental units for high- 
way maintenance and the total State expenditures for highway pur- 
poses, both in the form of capital outlay and repair and upkeep, was 
44 percent in Vermont, 21.1 percent in Wmeangn and 0.1 percent in 
Connecticut and Utah (5, pp. 86, 87, 100-101). 

As has been pointed out previously, the larger share of the Federal 
expenditures for education and highways is in the form of aid to the 
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States and is spent by the State governments. In turn, a large share 
of the State expenditures, out of State tax revenues, for education 
and highways is paid to the minor civil divisions and is spent by the 
local governments. For example, of the extremely large share of 
State expenditures going for highways in Vermont, nearly one-half is 
not spent directly by the State but rather by the towns. 

REVENUES 

The total tax revenues of all the State governments amounted to 
1,612 million dollars in 1929 (8, p. 110). This was a little less than 
half the amount of the tax revenues of the Federal Government. 
State revenues were derived from the various forms of taxation as 
indicated in table 7 (3, pp. 110, 112). 

TABLE 7.—Taz revenue of States, 1929 

Percent- | Percent- 
Source Amount age of Source Amount age of 

total total 

General property taxes__-_-_| $350, 000, 000 2157))||)income|taxeseae eee $75, 000, 000 4.6 
Licenses and permits_____- 287, 000, 000 1728)| (HR olletaxes: sted eee eek 4, 000, 000 ee 
Motor-vehicle registration_| 287, 000, 000 17.8 || Other special taxes__.____- 69, 000, 000 4.3 
Gasoline taxes___---------- 282, 000, 000 17.6 os 
Meathitaxess aes ewe ee 149, 000, 000 9.2 oh Bay) aa Sa 1, 612, 000, 000 100.0 
Special property taxes____- 109, 000, 000 6.8 

While there is by no means complete segregation of revenue sources 
as between the Federal Government and the States, comparison of 
their respective tax systems will show that they are marked by cer- 
tain distinctive characteristics. Both the Federal Government and 
some of the States make use of the income tax. Eleven States re- 
ceived a substantial revenue from this source in the fiscal year 1929. 
But whereas the income tax is the chief reliance of the National Govy- 
ernment, producing 66 percent of the tax revenue in 1929, only eight 
States derived as much as 10 percent of their tax revenue from this 
tax in that year. The States, of course, obtain no revenue from 
customs. Excise taxes are as yet unimportant as a source of State 
revenue. Death taxes are an important source of revenue (over 10 
percent of the total) in 9 of the 48 States, but unimportant as a 
source of Federal revenue. 

The general property tax remains as the principal source of State 
revenue in the United States, although its importance in this connec- 
tion is declining from year to year. In 1929, 2 of the States (Penn- 
sylvania and North Carolina) did not use the general property tax as 
a source of State revenue, but in 4 other States (Arizona, Utah, 
Nevada, and Nebraska) it still accounted for more than 50 percent 
of the total (table 8). The income tax is gradually becoming more 
important as a source of revenue for State governments. At present 
(1933) it is employed by some 20 States. 
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TaBLeE 8.—Range of source distribution of State revenues, by States, 1929! 

Maximum Minimum 

Source of revenue Ratio to Ratio to 
State total State total 

revenues revenues 

Percent Percent 
General property tax__--------- Arizona_-------- 67.2 | Pennsylvania, North Carolina_.- 0 
Licenses and permits_____------ California_-_----- AGNOVIINIG V2 Gain eons aie OMENS ela aL NS 2 
Motor vehicle registrations_--_-_- Oregon___------- PayPlay ae || MINA UCD OY 621) Ges Ua sp FR OE EE RL 0 
Gasoline taxesi2 220-42 2-2 eee Florida_____----- 43.4 | New York, Illinois__._....--.___ 1) 
Deathitaxeswe ee ey De Rhode Island__-- Boo WATS TAT CS Heat e epee MQ ai eR 0 
Special property taxes_-_------- Pennsylvania-_-_ SOS TEN ETS GALES LY ec AU Ck ie EN eA 0 
Income taxes___.--------------- North Carolina_- QA OM SOR SU ACCS Bee een MLO A NRT ne 0 
IROL axes ee ghee ASR EAP Nee te MMe xa sis Mun uagd ives QQ SOV SEACES A eee ee Ny Raa 0 
Other special taxes___---------- Delaware___-__-- 21.1 | California, Texas_....._____-___- 0 

1 Source of data: National Industrial Conference Board, Inc. (8, pp. 112-118). 

While there is no important difference in sources of State revenue 
as between regions or geographic divisions, there are considerable 
differences as between individual States. The maximum differences 
as regards their respective dependence on the several sources of tax 
revenue in 1929 are shown in table 8. 

Gasoline taxes and business licenses are the only sources of State 
revenue which are common to all the States. The failure of New 
York and Illinois to show revenue from the gasoline tax (table 8) is 
owing to the fact that their laws, enacted in 1929, were not in effect 
in time to produce any yield before the close of the fiscal year on 
June 30. 

DEBTS 

The aggregate debts of the State governments amounted to 
$1,577,341,000 in 1929 (3, p. 60). This was less than one-tenth of 
the amount of the Federal debt. The Federal debt was decreasing 
steadily during the decade preceding 1929, while both the State 
and local government debts were increasing during this period. 
Since 1930 the Federal debt has grown enormously. The functional 
distribution of State debts in the aggregate, together with the 
maximum shares by geographic divisions, is presented in table 9. 

TaBLE 9.—Functional distribution of State debt and geographic division with 
maximum share of debt by functions, 1929 } 

Maximum share for each function 

Distribu- 
Function tion, all Haltoite 

States State group d ot a 

group 

Percent Percent 
TIP Way See ae is ee 54.4 | West South Central____-_-_.-----__-_ 76. 0 
Publicnitilitiess 2 eee ee 14.1 | West North Central__.._-._________- 50.3 
IPROLEC ETO Tee AAs CUM SH Net NS 11.6 } East North Central___.__.--__.____- 29. 2 
Socialiwelfare: = Soule eee Pw e 4 New) Wiig lard aa ek See ieee eee 15.5 
Waucatiomees. Waele Palme ck as b eh ale INVPOUMt AM eee eae 19283 
General government__-_-_..----.---------- if 3 eee CL EST aera ae MS ese UL 9.5 
Economic development_____.-..._-.------ MEP ANID ees a (oheae apegiate Yiedee Mapa Ute OF GN eS CN SI 6.2 
Miscellaneous.) io eee Sie L2H ast SouthCentral ae ee 41.1 

1 Source of data: National Industrial Conference Board, Inc. (3, p. 67). 

The State borrowings have been principally for highways. Al- 
though education accounts for over 28 percent of State current ex- 
penditures, only 2.2 percent of the State borrowings were made for 



26 MISC. PUBLICATION 218, U. 8S. DEPT. OF AGRICULTURE 

this purpose. Borrowings for highway purposes account for the 
largest share of the State debt in all geographic divisions excepting 
in New England and in the West North Central division. In these 
two divisions, and in no others, the larger share of the State borrow- 
ings has been for the purpose of financing public utilities. 

FINANCES OF THE COUNTIES, TOWNS, AND OTHER 
SUBORDINATE GOVERNMENTS 

The governmental cost expenditures of the local governments in 
1929 amounted, according to the estimates of the National Industrial 
Conference Board, to 6,720 million dollars (3, p. 21); this is more 
than twice as much as the expenditures of the Federal Government 
and nearly one-third greater than the combined expenditures of the 
Federal Government and the 48 States. However, about half of this 
sum was spent by cities having a population in excess of 30,000. 
These figures for local expenditures do not include grants from the 
States that were included in the figures for State expenditures. 

Since forests are a part of the tax base of rural rather than urban 
local government, the finances of the rural local governments are of 
particular interest in connection with this report. The local govern- 
ments having jurisdiction over forest lands are the counties or par- 
ishes, the towns or townships, the school districts, road districts, 
and the various rural special improvement and protection districts, 
such as drainage, irrigation, fire, and weed districts. 

Information regarding the expenditures of the rural local units is 
neither so complete nor so reliable as for the larger cities and the 
States. As estimated by the National Industrial Conference Board, 
the expenditures of these local bodies, excluding the cities of popu- 
lation exceeding 30,000, were distributed as follows (3, p. 21): 

Amount Percent 

DOCG b C55) Fi (0) Veter Mere rep bp eh asp Nb caUON Nc Fo Ea 0 Hal SSS eae $1, 113, 000, 000 32. 6 
YB GYR 05h Pea Me ee Seca lS oN gg NU a eo tl ae 621, 000, 000 18.2 
FAV OE Here fIn CEO See el REL toe Te eee a ae 1, 336, 000, 000 39. 2 
ARTA COTS Gis eT IS Saw CU a ME rE RA Tea SACO De A RCSL 341, 000, 000 10.0 

Totals o2e se oe See AS 2 ET eas SEE NPIL AQ oR gen ba UL 3, 411, 000, 000 100. 0 

The tax revenues of all local governments in the United States, 
including counties or parishes, towns and townships, cities and 
villages, school districts, road districts, and all other local improve- 
ae aR protection districts amounted to $4,818,872,000 in 1929 
Fie 4a Talley 
This is only 7 percent less than the combined tax revenues of the 

Federal Government and the 48 State governments. Of the local 
tax revenue, 92.3 percent was derived from the general property 
tax. The local property tax thus stands out as by far the most 
important part of the tax burden on forest property. In each of 38 
States over 90 percent of the local tax revenue comes from the general 
property tax. Oregon is the State receiving the maximum share 
(98.8 percent) of its local revenue from this source. At the other 
extreme is Alabama in which only 75.6 percent of its local taxes are 
general property taxes. 
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The remainder of local tax revenues throughout the United States 
comes from licenses and permits (4.4 percent) and other taxes (3.3 
percent). The former are found chiefly in the South. For example, 
local governments in Alabama get 23.8 percent of their revenues from 
licenses and permits—more than those of any other State. 

The outstanding public debt of counties, townships, towns, villages, 
cities, school districts, and all other local governmental subdivisions 
amounted to $11,874,800,000 in 1929 (3, table 19). This was seven 
and one-half times as large as the combined debt of all the State 
governments and equal to seven-tenths of the Federal debt. About 
one-half of this total local debt represents the obligations of the cities 
of over 30,000 population. 

FINANCES OF FOREST AND AGRICULTURAL 
COMMUNITIES 

GENERAL DESCRIPTION OF THE SAMPLES SELECTED 

It is significant that the picture of local expenditures and revenues 
thus described for entire States is not materially different from that 
presented by the forest localities and the agricultural localities 
separately considered. This was tested in various parts of the 
country, and particularly in New Hampshire, Massachusetts, New 
York, Minnesota, Washington, Oregon, and California. In New 
Hampshire and Massachusetts the town was the locality tested, in 
the other States the county. In each case the finances of all subor- 
dinate taxing districts, except cities and villages, were consolidated 
with the finances of the town or county, respectively. The town or 
county was Classified as forest, semiforest, or agricultural on various 
grounds explained in detail below. Urban and suburban areas were 
avoided so far as possible, although their presence could not be 
entirely escaped. An attempt was made to obtain a representative 
sample of forest, agricultural, and mixed conditions. ‘The localities 
as chosen and classified are listed in table 10. 

TaBLE 10.—Representative localities selected for study of finances of forest and 
agricultural communities 

NEW HAMPSHIRE (TOWNS) 

Forest Semiforest Agricultural 

Barrington Alstead Bath 
Clarksville Barnstead Bedford 
Deering ow Belmont 
Dorchester Columbia Colebrook 
Dummer Hollis Epsom 
Effingham Hopkinton Farmington 
Errol Langdon Greenland 
Fremont Lee Haverhill 
Gilsum Londonderry Henniker 
Groton Loudon Hudson 
Hill Lyme Lancaster 
Nelson Milan Stratham 
New Hampton Pembroke Unity 
Nottingham Piermont Walpole 
Pittsburg Plainfield Westmoreland 
Richmond Sanbornton Wilton 
Salisbury Tuftonboro 
Sharon Weare 
Springfield 
Surry 
Washington 
Webster 
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TasBLe 10.—Kepresentative localitres selected for study of finances of forest and 
agricultural communities—Continued 

MASSACHUSETTS (TOWNS) 

Forest Semiforest Agricultural 

Blanford Ashfield Bolton 
Chester Boxboro Brimfield 
Douglas Buckland Brookfield 
Erving Charlton Concord 
Florida Colrain Deerfield 
Freetown Hampden Dighton 
Leverett Heath Eastham 
Monroe Leyden East Longmeadow 
Mount Washington Marshiield Franklin 
New Salem New Marlboro Hadley 
Pelham Raynham Hatfield 
Plainfield Shirley Littleton 
Plympton Southboro Monson 
Royalston Stow Newbury 
Russell Sudbury Rehoboth 
Shutesbury Tyringham Somerset 
Tolland Warren Sunderland 
Warwick Westboro Swansea 
Wendell Westford Whately 
Westhampton Windsor Wrentham 

NEW YORK (COUNTIES) 

Essex Franklin Chenango 
Hamilton Herkimer Genesee 
Warren Lewis Madison 

Washington Orleans 
St. Lawrences 
Tioga 
Wayne 
Wyoming 

MINNESOTA (COUNTIES) 

Aitkin Winona 
Beltrami 
Crow Wing 
Hubbard 
Koochiching 
Lake 
Lake of the Woods 
Pine 

WASHINGTON (COUNTIES) 

Clallam Adams 
Cowlitz Asotin 
Jefierson Benton 
Lewis Chelan 
Mason Columbia 
Pacific | Douglas 
Skamania Franklin 
Wahkiakum Garfield 

Grant 
Lincoln 
Okanogan 
Stevens 
Walla Walla 
Whitman 

| Yakima 

OREGON (COUNTIES) 

Clatsop Benton 
Coos Marion 
Curry Polk 
Lincoln Washington 
Tillamook Yamhill 
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TaBLEe 10.—Representative localities selected for study of finances of forest and 
agricultural committees—Continued 

CALIFORNIA (COUNTIES) 

Forest Semiforest Agricultural 

Del Norte Colusa 
Eldorado Glenn 
Mendocino Kings 
Nevada Sutter 
Plumas Yolo 
Sierra 
Siskiyou 
Trinity 

Some interesting facts about the various localities in these selected 
States are shown in table 11. 

TABLE 11.—Area and population of representative localities; selected States } 

Crop land Population 

State, date, and type of locality Total area ee : 
atio to er square 

Area total Total mile 

New Hampshire, 1929: Acres Acres Percent Number Number 
IROKeStLLOW Seppe ae a 587, 992 24, 740 4.2 7, 683 8.4 
Semiforest towns____.-_---____-_---- 455, 934 54, 940 12.0 15, 988 22.4 
Agricultural towns___-__.._-_------- 341, 354 56, 160 16.5 25, 509 47.8 

Massachusetts, 1926: 
I ORESEAUO WS ee ete ee ge ee oe 358, 621 22, 331 6.2 13, 4385 24.0 
Semiforest towns_________--_------_- 332, 882 57, 936 17.4 32, 541 62. 6 
Agricultural towns____--_-.--..------ 295, 911 59, 059 20. 0 56, 174 121.5 

New York, 1928: 
Forest counties.______-_.---._-_-____-- 2, 823, 680 101, 241 3.6 71, 286 16.2 
Semiforest counties___........____-_- 3, 356, 160 577, 130 17. 2 179, 196 34. 2 
Agricultural counties_________-.----- 4, 388, 480 | 1, 470, 076 33. 5 341, 152 49.8 

Minnesota, 1927: 
Forest counties_____________--------- 9, 164, 800 502, 743 5.5 117, 392 8.2 
Agricultural county (Winona) _-_--_--- 407, 680 188, 595 46.3 34, 744 54.5 

Washington, 1927: 
Forest counties______-.___._.___---_- 6, 931, 200 128, 587 1.9 121, 700 11. 2 
Agricultural counties__...-____--_--- 21, 000, 960 | 5,041, 271 24.0 266, 322 8.1 

Oregon, 1927: 
Forest counties-___._.---------------- 3, 964, 160 61, 987 1.6 71, 455 11.5 
Agricultural counties.__..---.------- 2, 582, 400 608, 533 23. 6 139, 760 34. 6 

California, 1928: 
Forest counties____...........----_-- 12, 890, 880 278, 873 2.2 83, 556 4.1 
Agricultural counties_-..........----- 3, 365, 120 | 1, 169, 072 34. 7 82, 374 15.7 

1 Sources of data: Crop figures from the U. S. Census of Agriculture; population figures computed from 
the Fifteenth Census of the United States, 1930 (6) by use of straight line interpolation between 1920 and 
1930; total area figures from local official records. 

In New Hampshire, Massachusetts, and New York the selection 
of localities was made with the help of State tax and forest officials. 
The character of the tax base was the guiding factor in making the 
selections. Forest localities, for instance, were those in which forest 
property predominated in the tax base; while agricultural localities 
were selected on the basis of predominating agricultural property. 
The forest localities in each of these three States have little crop land 
and small population per unit of area in comparison with the agri- 
cultural localities. Though there are no official statistics to show it, 
the forest localities are largely covered with second-growth forests, 
some of which are quite valuable. 

In Minnesota, on the other hand, the forest localities are much 
nearer to a bare land condition. The forests have been cut over or 
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burnt over rather recently and do not have the value per unit of 
area which is found in the Northeastern States. The forest counties 
were selected as typical of a cut-over region in which strenuous 
efforts have been made to develop a profitable agriculture. The 
efforts have been successful only in especially favorable locations. 

An entirely different set of conditions is found on the Pacific coast. 
Here, old-growth timber predominates in the tax base of the forest 
counties. Indeed, these counties were chosen expressly because tim- 
ber did thus predominate. The eight forest counties selected in 
Washington, for instance, are those counties in western Washington 
whose valuation of timber and unimproved lands for 1928 amounted 
to more than 40 percent of the value of all real and personal prop- 
erty as equalized by the county boards. The 15 agricultural coun- 
ties, on the other hand, are those counties in eastern Washington in 
which timber lands represent less than 5 percent of the value of all 
real and personal property as equalized by the county boards for 
1928 and in which city lots and improvements represent less than 
half of the same equalized value. . 

In Oregon the five forest counties are those in the western part 
whose valuation of timber and nontillable lands for 1928 amounted 
to more than half of the value of all real and personal property 
equalized by the county boards of equalization. The five agricul- 
tural counties are all located in the Willamette Valley, and none of 
them has more than a third of its tax base in timber and nontillable 
lands or more than a third of its tax base in city lots and improve- 
ments. 

In California the eight forest counties chosen have more than 12 
percent of their total land area in privately owned timberland and, 
at the same time, have no more than 3 percent of their land area in 
crop land and have little urban development. Not all the counties 
conforming to these conditions are included, but only those which 
comprise essentially contiguous areas in the two principal forest 
regions—the coastal range and the eastern part of the State. Four 
counties were chosen in each region. 

The 5 agricultural counties, on the other hand, were chosen from 
the 11 counties which have more than 25 percent of their land area 
in crop land. Of these 11, the 5 selected are those which have the 
smallest portions of their tax base in municipalities. Less than 
20 percent of the tax base is so classified by the 1929-30 report of the 
California State Board of Equalization. 

GOVERNMENTAL-COST PAYMENTS 

The governmental-cost payments of the various towns and counties 
were tabulated and distributed by functions. The functional distri- 
bution is presented in tables 12 and 13, where the various items are 
self-explanatory except those for social service and miscellaneous. 
Social service includes development and conservation of natural re- 
sources; conservation of health and sanitation; charities, hospitals, 
and corrections; recreation; and expenses of public-service enterprises. 
All of these items are of relatively minor importance in the selected 
localities and are combined for the sake of convenience in presentation. 
Miscellaneous includes relief to soldiers and other special classes, 
judgments and losses, and unclassifiable items. In California it 
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includes also agency transactions for subordinate districts. The 
functional distribution of these agency transactions in California 
could not be ascertained from the data available. 

Everywhere, payments for highways and education predominate 
and usually amount to from 60 to 80 percent of all governmental-cost 
payments. This fact is as true of the forest localities as of the agri- 
cultural. Educational payments are larger than highway payments 
in every State and town or county group except New Hampshire, 
the semiforest counties of Massachusetts, and the agricultural 
counties of New York. 

TaBLE 12.—Governmental-cost payments of representative localities distributed 
according to purpose; New Hampshire, Massachusetis, and New York 1 

State, date, and purpose Forest localities Semiforest localities | Agricultural localities 

New Hampshire, 1929: Dollars Percent Dollars Percent Dollars Percent 
General government------------ 31,829 | © 6.0 36, 866 5.6 104, 509 8.9 
IProtectione tee. 222 soe eae 6, 247 1.2 12, 973 1.9 31, 466 Do 
aichwayseesee oto. oo 301, 697 56. 7 332, 917 50. 4 521, 720 44.6 
HD ducations 252522 sss ese ee 170, 987 32. 1 2438, 978 36. 9 463, 308 39.7 
Social service..-_-.-------------- 15, 465 2.9 22, 647 3.4 79, 300 6.8 
Miscellaneous.-.-..------------- 1, 000 .2 2, 763 .4 7, 251 .6 
Interestese: seuss es Sel ae 6, 335 1.2 12, 386 1.9 31, 791 2.7 

Grossitotalsee2e see ee 533, 560 100. 3 664, 530 100.5 | 1, 239, 345 106. 0 
Refund receipts.---------------- 1, 625 .3 3, 553 5 70, 478 6.0 

INGtitotaliese ns 5 bs Foe 531, 935 100. 0 660, 977 100.0 | 1, 168, 867 100. 0 

Massachusetts, 1926: 
General government-_-_--_-------- 42, 575 4.5 73, 031 4.2 124, 312 4.7 
Protections sess. soe eee 16, 625 1.8 96, 180 5.6 193, 392 TD 
DERI SR WAY Soe ee oe 371, 778 39.6 734, 135 42.5 681, 552 25.5 
iD ducation = =2s22— 2-222 ee 389, 966 41.6 624, 921 36. 1 1, 083, 604 40. 5 
Socialisenvices=s.-_ 2-22-2222 ---—— 83, 623 8.9 130, 800 7.6 435, 379 16.3 
Miscellaneous_-.---------------- 12, 202 1.3 33, 683 1.9, 33, 498 1.3 
Tniterest es sees se sae 21, 621 2.3 35, 958 2.1 120, 732 4.5 

Mota seuss wee ee ee 938, 390 100.0 | 1,728, 708 100.0 | 2,672, 469 100. 0 

New York, 1928: 
General government-__--_-------- 459, 745 11.0 651, 280 8.6] 1, 252, 848 8.1 
Protectionsa22 22-25-22 s see 70, 975 1.7 138, 054 1.8 270, 411 17, 
bi gh waysee os ae es eae So Bo oes 1, 102, 618 26. 3 2, 340, 829 30. 9 5, 445, 895 35.0 
Mducation seers seso2 28 2 eee ae 1, 446, 045 34.6 | 2, 573, 467 33.9] 5, 198, 958 33. 4 
Social service_-...-.-------------- 521, 156 12.4 733, 990 9.7 | 1, 413, 896 9.2 
Miscellaneous_---.-------------- 354, 000 8.5 730, 066 9.6} 1,369, 419 8.8 
MMGOTES tras Se PS see eek 230, 064 5.5 418, 326 5.5 587, 141 3.8 

oA DO Ue Se Ee ee 4, 184, 603 100.0 | 7, 586, 012 100.0 | 15, 538, 568 100. 0 

1 Sources of data: Columns 2, 4, and 6: New Hampshire from reports of the State tax commission and 
from public records of town and school district finances; Massachusetts from records of town finances as 
printed by the commissioner of corporations and taxation; New York from the State department of audit 
and control and other official public records; columns 3, 5, and 7 by computation. 

TaBLE 13.—Governmental-cost payments of representative counties distributed 
according to purpose; Minnesota, Washington, Oregon, and California } 

State, date, and purpose Forest counties Agricultural counties 

Minnesota, 1927: Dollars Percent Dollars Percent 
General) covernment 2. soe ee eee 420, 717 8.0 65, 714 83 
PTOLO CEI OI ee eae = a ae ee 139, 076 2.7 21, 881 2.1 
MI SN WAY Slee kee sores Po ee 1, 023, 629 19. 6 237, 892 22.8 
Wducation 2 2. 2o0 seis oese Wee els Se ae eee ee oe 2, 725, 307 52. 2 623, 138 59.7 
Socialisenvicei2s2 2208 fossa Sess Spe Be ee 208, 182 4.0 40, 760 3.9 
WViiscellaneoussies- 22s. occa se a ree ee re eee ue 186, 233 3.6 31, 765 3.0 
TOT ECTS Gee a i ES A UE RO §28, 515 10. 0 24, 500 2.3 

Gross totaless soe 5 AN ae ee AeA eee 5, 226, 659 100. 1 1, 045, 650 100. 1 
Retundéreceiptss 22 2.2 ss Sok ee ee ee 4,774 1 , 306 na 

INGtitotaliess eo 5 nie eS eer ee ee eel Le 5, 221, 885 100. 0 1, 044, 294 100. 0 

1 Sources of data: Columns 2 and 4: Minnesota from county records; Washington from county auditors’ 
reports; Oregon from estimates based on State treasurer’s reports, and State and county records; California 
from records in the office of the State controller. Columns 3 and 5 by computation. 
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TaBLE 13.—Governmental-cost payments of representative counties distributed 
according to purpose; Minnesota, Washington, Oregon, and California—Con. 

State, date, and purpose Forest counties Agricultural counties 

Washington, 1927: Dollars Percent Dollars Percet™ 
Generalicevernimen tae aera eee eee 686, 157 11.5 1, 031, 598 § 2 
IPTOte CEI GI te eR EE BPE ey er eee eae 157, 405 2.6 338, 454 20, 
High Ways. 2s Lene ae ee eA RO eee Bee 1, 168, 558 19.6 2, 039, 445 16. 2 
1B; AUT CAG OM eS ee ee Dn Sse weet le a | 2, 725, 506 45.6 6, 653, 166 52 9 
Socialisenvices 2 Se Sue See ae ee 615, 752 10. 4 1, 476, 339 ik 7 
IMGISCel ane OU Sess Fa Rac Oi a ee Se 70, 117 12 135, 884 yor 
ET GOT OS Fees ie Ae I a ER aa Lesa Uh 551, 966 9.2 901, 159 7h Ge 

GROSS ;b Geiss Oe eee eee Bee ees nae De 5,975,461 | 100.1 12, 576, 045 100 0 
IRefunGsrecelpitS sae eee eee aes See 3, 392 oll 3, 472 .0 

Net: total yess ee es a oe eve tne ee eas Se 5, 972, 069 100. 0 12, 572, 573 100. 0 
SS Se SS eee SS SSS ES 

Oregon, 1927 and 1928: 
Generalicovernimen tse ee ee ee eae 460, 853 4.8 492, 183 fl 
IPTOCC CEO Re ee een nn ras sel RI arr 190, 671 2.0 191, 424 2.0 
FEET Way See ee eat BU ee 2, 736, 430 28. 6 2, 866. 299 29.9 
DDO AD CET COS aed Ie Aa eal Sy EE Fi alae ap 3, 988, 453 41.7 4, 716, 178 49.3 
SOGISISCE VIC eee aa Oe ee Pe es Bee 1, 269, 360 13.3 254, 937 Dad 
INMbIiscellanegus ies oes ae SSR Saree G2 eee 588, 577 6. 2 | 909, 803 9.5 
DONA) el gpseat gece en er yg TE AI ea ad SA ei ae Be UA 322, 921 3.4 | 146, 098 1.8 

Ao) ar heecete Whe De Spe Pha MEME) ARSE a a ea le 9, 557, 265 100. 0 9, 576, 922 100. 6 

California, 1928: 
GeneralicovernmMent oa ee ees 532, 317 12. 2 467, 143 6.7 
IRrolectigne tse S52 hr wees hae BR ee a ee eee 220. 503 Sal 271, 115 3.9 
DS BEAD eA ue Ne A Nn el Be, Sod ee ere ey eee 971, 718 22.3 948, 231 13.6 
OF GLUT CAE] Ch aera aa aap Lo SE So 2, 015, 783 46. 3 2, 320, 397 33. 3 
Sacialisenvicess ea a sbe eee Ree ea ees ee oa ee 289, 728 6. 6 387, 930 5.6 
IMEISCell Ae UL Siee fe See Fd heiress get eo Rasa er eRe 272, 204 6. 2 2, 227, 549 32.0 
Va eS eS Fe OS oe AA eg i A AN oe ee 54, 868 ees 339, 307 4.9 

ZT Otel] a Es ea Ey ah eer ree! eee 4, 357, 121 100. 0 6, 961, 672 100. 0 

General government and protection costs are quite small in the 
New Hampshire and Oregon localities, and are moderate elsewhere. 

They compose from 6 to 17 percent of all governmental cost pay- 
ments. 

Social service forms an item of expense somewhat less important 
than general government and protection, except in the forest and 
agricultural towns of Massachusetts, the forest counties of Oregon, 
and the agricultural counties of Washington. In Massachusetts 
social-service payments are very high, especially payments for munic- 
ipal light and water companies. These public-service enterprises 
flourish even in the forest towns. In the forest counties of Oregon, 
on the other hand, payments for port districts form the large item of 
social-service expense, while in the agricultural localities of Washing- 
ton the development and conservation of natural resources predomi- 
nate. 

Interest payments give an indication as to the burden of public 
debt. The ratios of these payments to all governmental cost pay- 
ments may be read from tables 12 and 13. The forest counties of 
Minnesota and of Washington bear the heaviest interest burdens. 
In Minnesota uneconomic drainage developments have sapped the re- 
sources of many of the cut-over counties, while in Washington dike 
districts are the largest borrowers. 

The interest payments in Oregon include only those made by the 
county itself. Interest payments by school districts in this State 
could not be isolated from other school expenditures and hence are 
included under the head of education. A similar situation holds 
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with respect to road and other minor taxing districts. Probably 
interest charges in Oregon would have amounted to as much as in 
Washington if they could have been segregated in the same way. 

REVENUES 

The revenues of the various towns and counties were tabulated and 
distributed by sources. This distribution is presented in tables 14 
and 15, where property tax, other taxes, and miscellaneous are the 
only items which are not self-explanatory. Property tax includes 
poll taxes in Massachusetts, special assessments in California and 
New Hampshire, special property taxes in California, and the mort- 
gage-registry tax in Minnesota. These are all of negligible magni- 
tude and cannot be separated in the given States from property tax 
receipts as listed in the official reports. Other taxes, except as indi- 
cated in the preceding sentence, include poll taxes, income taxes, 
special property taxes, and license taxes. Miscellaneous includes 
fines, forfeits, escheats, and donations. It includes also in Wash- 
ington teachers’ retirement assessments, and in Oregon county budget 
estimates of all other revenue. 

TaBLeE 14.—Revenues of representative forest, semiforest, and agricultural localities 
compared by source; New Hampshire, Massachusetts, and New York } 

State, date, and source Forest localities Semiforest localities | Agricultural localities 

New Hampshire, 1929: Dollars Percent Dollars Percent Dollars Percent 
IPTOPCLEY take ood Bae 302, 897 57. 5 411, 604 57. 6 675, 263 56. 7 
Other taxesw ee eo ee enn 57, 196 10.9 116, 250 16.3 217, 261 18. 2 
Subventions and grants___-.---- 159, 108 30. 2 175, 456 24. 5 227, 981 19.1 
Miscellaneous___---.------------ 106 (2) 912 .1 3, 980 .3 
nteres tea Ll hs Me We 1, 805 .3 4, 373 6 9, 541 8 
General departments__---------- 10, 448 2.0 11, 520 1.6 57, 068 4.8 
Public-service enterprises_-_.__-- 857 2 0 0 8, 356 7 

Grossito talc ey 532, 417 101.1 720, 115 100.7 | 1,199, 450 100. 6 
Refund payments.__------------ 5, 742 af, it 5, 099 7 7, 274 eS 

INGE EOS ae en EUR aes 526, 675 100. 0 715, 016 100.0} 1,192,176 100. 0 
| SS | eS | Pe | 

Massachusetts, 1926: 
IPTOPERLY tax eae Se 385, 146 48.7} 1,012, 301 65.8 | 1, 781, 189 66.3 
Other faxes see eee ae 139, 029 17.6 222, 446 14. 5 347, 743 13.0 
Special assessments__.._-------- 735 1 4, 143 .3 3, 353 -l 
Subventions and grants__.--..-- 142, 888 18.0 166, 197 10.8 121, 748 4.5 
Miscellaneous___---------------- 62, 486 7.9 12, 026 aude 30, 063 1.1 
JOG H HCY EY PP a ee 12, 041 1.5 33, 209 229) 52, 223 2.0 
General departments__._-------- 32, 387 4,1 63, 666 4.2 78, 144 2.9 
Public-service enterprises... .--- 16, 542 Deal 23, 545 ib & 270, 432 10.1 

ABCGY PE WO gt Ey oO 791, 254 100.0 | 1,537, 533 100.0 | 2,684, 895 100. 0 

New York, 1928: 
IPTODEriWlaXs a2 ose eee ae) 2, 739, 019 69.9 | 4,516, 977 64.9 | 8,544, 140 61.2 
Othertaxes? feos eee 113, 192 2.9 243, 800 30 510, 200 3.7 
Special assessments_-____-------- 1, 378 (?) 3, 796 ay 27, 381 .2 
Subventions and grants___------ 676, 552 17.3 | 1,682, 998 23.8 | 3, 485, 925 25. 0 
Misceilaneous___---------------- 6, 104 2 12, 711 We 22, 101 ng 
EMEC ES Gee AIL ee. ald 23, 875 .6 48, 824 AU 70, 324 .5 
General departments____-------- 203, 733 5. 2 351, 911 5.0 772, 527 5. 5 
Public-service enterprises___---- 160, 019 4.1 128, 506 1.8 522, 684 3.7 

Grossi totale wees Cae ie a 3, 923, 872 100.2 | 6,959, 523 100. 0 | 13, 955, 282 100. 0 
Refund payments.-----.-------- 7, 307 re 1, 885 (2) 2, 756 (2) 

Net total ee oat ee 3, 916, 565 100.0 | 6,957, 638 100. 0 | 13, 952, 526 100. 0 

1 Source of data: Columns 2, 4, and 6: New Hampshire from reports of the State tax commission and from 
public records of town and school district finances; Massachusetts from records of town finances as printed 
by the commissioner of corporations and taxation; New York from the State department of audit and 
control and other official public records. Columns 3, 5, and 7 by computation. 

§ Less than 0.05 percent. 

101285°—35 3 
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TABLE 15.—Revenues of representative forest and agricultural counties compared by 
source; Minnesota, Washington, Oregon, and California. ! 

State, date, and source | Forest counties | i 

| | 

Minnesota, 1927: Dollars | Percent | Dollars | Percent 
PFOPGELVitaxe- sete ee ee oe 3, 573, 487 65.7 869, 750 | $3.1 
Other\tarves22ess <28 UL Se eee a ONES ew Seen 8, 471 ae 5, 102 «5 
Special assessments: sto2 eee ee esis Se ee 232, O91 4.3 0 0 
Subventions and crantsss se ee ee 1, 386, 759 25. 5 113, 038 | 10.8 
IMiseellaneous e222 ee ies ESE Ree 25, 416 .4 3, 523 | ag 
VBI YRS) RE OL Ra ee MO A SS a AUN ON ee i Sere ee 13, 999 .3 1, 850 iZ 
General departments! 9! 2 28 Se oe ee 206, 211 3.8 53, 133 5.1 

Gross! total ans. etc oman ke NE | 5,446,434] 100.2 | 1,046,306 | 100.0 
afund payments! cesar ee ea eS | 10, 227 -2 114 | (2) 

Neb totale toca sean emai nen 0 ee | 5,436,207} 100.0} 1,046,282} 100.0 

Washington, 1927: : 
IPFODGG YEA a ee oh es Fe a eee 4, 988, 738 | S1.1 | 8, 957, 258 | 70.3 
Other taress ee ee eee ee ee Be 52, 737 8 | 88, 143 | ey § 
Special assessments sas ee ee ee 21, 036 -3 | 968, 685 | 7.6 
Subventions and grants. _- 2-22.22 762, 002 12.4 | 1, 833, 924 | 14.4 
IMiscellancois ae sa een So ig oe ee | 22, 391 4 68, 496 5 
Em Ceres Ge ae EE ES) EE | 46, 987 -8 Q9, 128 .8 
General departments 4 2h ee ee 180, 722 2.9 728, 485 ae 
Public-service enterprises___~_.--.------.----------| 77, 248 | 1.3 0 0 

_ a] PO] eT SSS 

Mota’ Saeed een ene eo ah 4 ea | 6,151,861 | 100.0 | 12,744, 119 400.0 

Oregon, 1927 and 1928:! 
Property: tax oe ee ee ee A ee 8, 436, 486 81.4 | 7, 127, 599 7a 
Special GSSessmen ts ee ew es eee 33, 329 .3 5, 834 1 
Subventions' and erants_ -- 2=- - neo 1, 725, 393 16.7 2, 426, 348 24.9 
Miscellaneous sts CSbw 8 oe eee 165, 001 | 1.6 | 182, 523 19 

Sars ran 
TRO tal 3 he Oa a eee oe tS ee 10, 360, 209 100. 0 9, 742, 304 | 100. 0 

Ole f 
California, 1928: } 

Property tare sce wea hen ets 3, 050, 338 73.1] 6,219,002} 85.2 
Othoeritaxes: 22 21.8 i OE ae eee 12, 755 <8 2, 967 | aif 
Subventionsiand grants. 28 2 ee S74, 854 21.0 806, 184 | HET 
IMiscellaneouses= 02 eee ee eee | 80, 965 | 1.9 $3, 552 | 11 
EM EOTESt sae ee en ee Nay Ses Sa 37, 672 | 29 59, 725 e8 
Generalidepartments 2222. ot ee Se as eee 114, 943 | 2.8 124, 715 E71 

LW eae AER SOR, die eR TP ge AEA Li | 4,171,527 | 100.0} 7,296,145; 100.0 
t i 

1 Sources of data: Columns 2 and 4: Minnesota from county records; Washington from county auditor’s 
reports; Oregon from estimates based on State treasurer’s reports, and State and county records; California 
from records in the office of the State controller. Columns 3 and 5 by computation. 

1 Less than 0.05 percent. 
3’ These figures are for the oe period. 

The property tax supplies from 49 to 85 percent of all revenue in 
the representative localities. The lower limit is found in the forest 
towns of Massachusetts, where many wealthy individuals reside and 
help support local revenues through donations and the local share 
of the State-administered income tax. The upper limit is found in 
the agricultural counties of California, where there are no donations 
to speak of, little revenue from taxes other than the property tax, and 
State aid in an amount below the average. 

Other taxes supply a fairly important share of all revenue in New 
Hampshire and Massachusetts, but very small amounts in other 
States. 

Special assessments are of little importance anywhere, but do com- 
prise 4 percent of all revenues in the forest counties of Minnesota and 
8 percent in the agricultural counties of Washington. These assess- 
ments in Minnesota are largely for drainage purposes and in Wash- 
ington for irrigation. 
eee from miscellaneous sources, interest, general depart- 

ments, and public-service enterprises, are all of minor importance. 

gaa 
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They are relatively largest in Massachusetts, where they amount, in 
aggregate, to from 9 to 16 percent of all revenue and are mainly earn- 
ings of public-service enterprises. 
The discussion of subventions and grants has been reserved to the 

last because these items are of so much interest and importance to 
this study. Except in Massachusetts, subventions and grants are 
second to the property tax as a source of local revenue. They are 
obtained largely from the State governments, although the Federal 
Government supplies a certain amount of aid. In States containing 
national forests (with the exception of Arizona and New Mexico where 
a different method is used), the Federal Government pays the State 
25 percent of the national-forest gross receipts from timber sales and 
other uses for the support of schools and roads in the counties where 
these forests are located. In addition, it contributes to the building 
and maintenance of roads in and adjacent to national forests. In 
Oregon, Federal aid has been increased by substantial contributions 
to counties in place of taxes on revested railroad and wagon-road land 
grants. These contributions amount to $788, 198 in the forest and 
$764,030 in the agricultural counties of Oregon, 7 .6 and 7.8 percent, 
respectively, of all revenues. 

Highways constitute the chief purpose for which State aid is 
granted in New Hampshire, Massachusetts, and Oregon, and a 
substantial purpose, though second to education, in California. 
Except in Oregon, the forest localities of these States recelve more 
revenue in percentage of total from subventions and grants than 
do the semiforest and agricultural localities. This is largely due to 
the fact that the forest localities are the less thickly settled and hence 
highways represent a relatively more important part of all govern- 
mental activities. The State-aided roads in thinly settled regions 
often benefit city dwellers more than they do the local residents. 
Such aids are thus not strictly of a subsidy nature, but are rather 
payments to localities for performing general State functions. 

In Oregon, on the other hand, agricultural localities receive more 
revenue from subventions and grants proportionately to all revenue 
than do the forest localities. When the data are reduced to per 
capita terms, however, it is evident that in Oregon, as in New Hamp- 
shire, Massachusetts, and California, the forest localities receive a 
larger amount of State aid than do the agricultural localities. Popula- 
tion figures and per capita revenue are presented in table 16. 
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TaBLE 16.—Population and per capita revenues by principal sources, in represen- 
tative localities, selected States } 

Per capita revenue 

State, date, and type of locality Population Genoaat 

Eroperty, tions and Other Total 
grants 

New Hampshire, 1929: Number Dollars Dollars Dollars | Dollars 
IF ORESE ACO WAS eure Wt AINE OLAS 7, 683 39. 42 20. 71 8. 42 68. 55 
Semiforestitowmns se. eee a Ae 15, 988 25. 74 10. 97 8. 00 44.72 
AoriculturalstownS sss ewe ee Ee 25, 509 26. 47 8. 94 11. 33 46. 74 

Massachusetts, 1926: 
HOFeStEtO WS Hee eI Oey ye UNG 13, 435 28. 67 10. 64 19. 59 58. 89 
Semiforest tows eee eee eee ne Yaa 32, 541 31. 11 6. 11: 11. 03 47. 25 
A STICUIEUEA COMMS Aen ee tt Ren Cin el 56, 174 31.71 2.17 13. 92 47. 80 

New York, 1928: 
J OLOVRESLE (COYH URE IVs Ie A a ON ay UR 71, 286 38. 42 9. 49 7. 03 54. 94 
Semiforest counties______..--__-__--------- 179, 196 25, 21 9, 22 4. 40 38. 83 
Aoriculturalicountiese as sue ae ee 341, 152 25. 04 10. 22 5. 64 40. 90 

Minnesota, 1927: 
OFEStICOUMbICS ee Mihaela 117, 392 30. 44 11. 81 4.05 46. 31 
Agricultural county (Winona) ___2_------ 34, 744 25. 03 3. 25 1. 83 30. 11 

Washington, 1927: 
INOrestcoumbi esas al ye 0 Ee 12i, 700 40. 99 6. 26 3. 30 50. 55 
Agricultural counties__.....-.-.----------- 266, 322 33. 63 6. 89 7. 33 47. 85 

Oregon, 1927 and 1928: 2 
IMOFESEICOUMELES heen aN ale ee ec 372, 005 58. 58 11. 98 1. 38 71. 94 
Agricultural counties__.........----------- 3 140, 942 25. 29 8. 61 . 67 34. 56 

California, 1928: 
Roresticounties:s 22.0 Nee es 83, 556 36. 51 10. 47 2.95 49. 92 
Agricultural counties__...-.......--------- 82, 374 75. 50 9.79 3. 29 88. 57 

1 Sources of data: Column 2 computed from the Fifteenth Census of the United States (6) by use of 
straight-line interpolation between 1920 and 1930; columns 3, 4, 5, and 6 computed from column 2 and from 
tables 14 and 15. 

2 The biennial revenue is divided by 2 before being reduced to per capita revenue. This is for the pur- 
pose of making the per capita revenue in Oregon comparable to that in other States, where revenue is 
teported on an annual basis. 

3 Population as of Jan. 1, 1928. 

Education overwhelmingly predominates as an object of State aid 
in the remaining States studied, 1. e., Minnesota, Washington, and 
New York. Educational aid is frequently apportioned on the basis 
of ability to support schools. This is the case in Minnesota, for 
instance, where the cut-over forest counties are distinctly poorer in 
natural resources and in wealth than is Winona or other agricul- 
tural or farm-woodlot counties in the southern portion of the State. 
Subventions and grants account for 26 percent of all revenue in the 
cut-over forest counties of Minnesota, but only 11 percent in Winona 
County. 

In Washington subventions and grants form about the same rela- 
tive portion of all revenues in the forest as in the agricultural coun- 
ties; but in New York the agricultural counties receive, propor- 
tionately, half again as much aid as do the forest counties. In per 
capita terms, however, State aid in forest counties is little different 
from that in agricultural counties in either State (table 16). 

In each State, except California, the forest localities receive a per 
capita revenue greater than do the agricultural localities (table 16). 
This may in certain cases be the result of a greater taxable value per 
capita in forest localities and in other cases of a more expensive 
government necessary in a thinly settled region. 

If assessed value per capita in any locality be taken as a rough indi- 
cation of its taxpaying ability, the forest localities in New Hamp- 
shire, Massachusetts, New York, and Oregon have higher taxpaying 
ability than the agricultural localities. Assessed values and assessed 
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values per capita are shown in table 17. In Minnesota the forest 
counties have relatively low assessed value per capita. In spite of 
this relative lack of taxpaying ability, the tax revenues of these coun- 
ties are even higher in per capita terms from those of the agricultural 
county, Winona. Greater State aid makes total revenue per capita 
still higher in the forest counties than in Winona. The cost of 
government is ordinarily high in a sparsely settled region, and while 
the forest counties are making strenuous efforts to pay for these heavy 
costs, they will be inclined to lean heavily upon the State. 

TABLE 17.—Total assessed value and assessed value per capita by representative 
localities; selected States } 

Assessed value Assessed value 

State, date, and type of locality i State, date, and type of locality : 
5 er er Total capita Total capita 

New Hampshire, 1929: Minnesota, 1927: 
Forest towns_____-_---__- $15, 245, 799 | $1, 984 Forest counties_____-____. $155, 173, 353 | $1, 322 
Semiforest towns_-_-_------ 18, 803, 566 1, 176 Agricultural county 2____- 62, 218, 673 1, 791 
Agricultural towns____.__- 26, 830, 048 | 1,052 |} Washington, 1927: 

Massachusetts, 1926: Forest counties_________-_ 220, 536, 885 1, 812 
Forest towns. ____-_---_-_- 20, 041, 423 1, 492 Agricultural counties ____. 545, 416, 968 | 2, 048 
Semiforest towns_._---.-_| 39,821,187 | 1, 224 || Oregon, 1927: 
Agricultura) towns____-__- 67, 374, 093 | 1, 199 Forests counties_________- 100, 352, 046 1, 404 

New York, 1928: Agricultural counties_-___- 111, 828, 715 800 
Forest counties_.___-___-- 89, 403, 714 1, 254 || California, 1928: 
Semiforest counties___-_-_- 166, 108, 067 927 Forest counties. .-______-- 94, 424, 643 1, 130 
Agricultural counties_-__-__| 336, 813, 036 987 Agricultural counties_____| 118, 384, 345 1, 437 

1 Sources of data: Column 2 from reports of State tax commissions or other official records; column 3 by 
computation from this table and table 16. 

2 Winona County. 

DECADENT LOCALITIES 

The localities chosen were meant to be representative of general 
forest, intermediate, and agricultural conditions to be found in the 
various States studied. Extreme examples have been avoided. 
However, extreme examples are of value in indicating what can happen 
under certain conditions, and therefore it is quite proper to cite a few 
of them. New York is the State chosen for this purpose, although 
almost any other State would have done as well. 

With the aid of public officials, 10 decadent townships in New 
York were selected for study. Financial data for these townships 
were obtained from public records. These townships were, until 
recently, recognized as agricultural in character, but so many farms 
are being abandoned and so much brush is appearing on the vacant 
fields and pastures that the townships are now more forest than 
agricultural—and very poor forest at that. The forest stands are 
lightly stocked, and the trees have attained to no great age or size. 

In these decadent townships, highways and education account for 92 
percent of the cost of government. The communities can afford only 
those services which are supported in part by the State, and all other 
services are cut to the bone. Governmental-cost payments in 1928 
are shown in table 18. 
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TaBLE 18.—Governmental-cost payments of 10 decadent townships in New York, 
1928 

: Percentage 
Function Amount of total 

General! Ca verm Ten Cape ee a cr ae re ee ee $11, 894 
Protection wes sn Ses 2 a ee Se Se ee ee ee 1, 165 
EU Hay Se et ee a a es PSN ee Ne ee ee 125, 262 
MGUCAtION Ee AiLe 82k 1. STEREO Sed ee SSS Skee Se ee See eee ee 137, 294 
Socialiservice 29222 ee oe Pak Ba oe Se i A ee 3, 811 
MSCellaNeOUS Hoey ee a a De SS Pe eee eee Se 3, 137 
Imteresths 4 eo ee eo ee eee 2, 255 

BTR Gea RE Re 2S SNS Pe eR See ei Rees ht Se ee 284, 818 i) OD bt GO bh OH LD 

The predominance of subventions and grants in the support of 
the decadent townships is strikingly shown in table 19. 

TABLE 19.—Sources of revenue of 10 decadent townships in New York, 1928 

| Percentage Source | Amount of total 

d E310) Oy =) el Af 9. Ge = Bag ana Pa nt Se ee ns ee So $118, 607 42.6 
QOETOT Ea CS 28 aa i ae le oe EP Sl SA De Bae SL 8, 626 343] 
Special assessments! < sie cease eee NL as ae at ST Ses Ree 0 0 
Subventions and grants 22" = 522 a ee ee ee 146, 335 52.5 
IVEISCelLATICOUIS Soest ae ed eb eae One ee 79 0 
STA GETS bee es a a Se Ss a A oe eG AR eee Senne a 210 =! 
HArMIN ZS Ol ZENS al ACEP ALLIEN GS eee eee eee | 5, 050 1.8 
HMAarnings) Of; pu DLIGC-SELVACE eM LOTPTISC Seen ee menage un Eg ep | 0 9 

Gross:total 20.02 5 sv 2d aes eR nN cn | 278,907 100.1 
TeeSS}SCHOO lire firm Gs as ee ee as SSeS a a ene ee ee | 154 zal 

Net totale SU ae are a ls UR OR a ge en | 978, 753 100.0 

Subventions and grants supply slightly over one-half of all revenue 
in the decadent townships, and the property tax supplies practically 
all of the balance. ‘There are no special assessments and no earnings 
of public-service enterprises. The townships are obviously in a 
pauper condition. 
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RELATION OF TAXES TO THE THREE TYPES OF INCOME 

TWO TYPES OF TAX BASE 

In the apportionment of direct taxes among the several subjects 
(taxpayers) two bases are predominant, namely, (1) the possession of 
property (capital), and (2) the receipt of income (services rendered 
by capital or free persons). 

Income from capital means the services rendered by capital. These 
services may take the form of money returns, returns in other tangible 
forms (such as products used by the owner, for instance), and intangi- 
ble returns through the primary uses of the capital (such as the 
shelter furnished by a dwelling house) or in more remote forms (such 
as the pleasure of ownership, the consciousness of commendable 
public service, the respect of associates, and the like). The sum 
total of these different forms of return constitutes income in the 
economic sense of that term. 

Most capital occasions also certain disagreeable events, such as 
the necessity of making repairs, paying taxes, and all burdens that 
possession of capital places upon the owner. ‘These events may all 
be included in the general term costs. Mathematically, costs may be 
regarded as negative income. Like income, costs may be in the 
form of money payments, sacrifices in other tangible forms, or in- 
tangible burdens. 

The difference between income (1. e. , gross income) and costs is net 
income. It is the expectation of net income that gives value to 
capital. Wherever in the following discussion reference is made to 
this relation between capital and income, it will be understood that 
net income is implied. 

The meaning of income in common business usage is, of course, 
somewhat different. Intangible income is generally. not ‘considered, 
nor do all forms of tangible income, not in money, always get into the 
picture. Thus, in the business terminology, a private park which 
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yields no money or other tangible returns has value as capital but 
yields no income. Only in the case of the economic definition, how- 
ever, is there a direct relationship between the value of the income and 
the value of the capital from which it flows. The value of capital is a 
mathematical function of the value of income in the economic sense. 
This does not hold of the value of income in the sense given to it in 
ordinary business usage. 

In actual tax legislation, the concept of net income follows gener- 
ally the business idea, including only incomes and costs that appear in 
tangible forms and not being entirely consistent even at that. For 
one thing, the income tax itself is not deducted i in determining taxable 
net income (though this is not a serious matter in practice). 

Throughout this report the term income (of capital), unless limited 
specifically or by the context, will be used in the economic sense as 
defined above, including all of the services rendered by capital. 

THREE TYPES OF INCOME 

Three types of income may be recognized, depending on the relation 
of the current income realized to the interest on the capital value of 
the investment. (1) The current income from a property may be 
equal to the interest on its capital value. In this case there is what 
may be called ‘‘annual sustained yield’’, since the capital is neither 
being increased nor depleted from year to year and the annual income 
will continue in the same amount as long as present conditions affect- 
ing value remain unchanged. (2) The current income may be less 
than the interest on the capital. In this case there is what may be 
called “deferred yield’, since the capital is being built up at the expense 
of current income, which may be regarded as deferred for realization 
at some future time. (3) The current income from a property may 
be greater than the interest on the capital. In this case, which may 
be called ‘‘depletion yield’”’, the capital is being depleted to provide 
current income greater than interest, which process may continue 
until the capital is exhausted. All investments must, at any one 
time, belong to one or the other of these three types. 

RELATION OF UNANTICIPATED TAXES TO THE THREE TYPES OF 
INCOME 

The value of capital is theoretically the present worth of all its 
expected future net income. ‘This is the value intended to be found 
by the assessor. Given such a value, the subsequent imposition of 
an unanticipated tax of any amount, either on income or on property 
value, would diminish the expected future net income, and thus also 
diminish the value of the capital. This is true for each of the three 
types of income described above—the annual sustained yield, the 
deferred yield, and the depletion yield. 

The three types may be illustrated by the following example of 
three brothers, each of whom has just received a legacy of $13,333. 
This example is suggested by Fisher (8, pp. 247-254), where, how- 
ever, the illustration is used for another purpose than the one which 
is involved here. Assume an interest rate of 3 percent. ‘The first 
brother invests his fortune in a perpetual annuity of $400 a year. 
The second puts his capital in trust to accumulate at 3 percent in- 
terest for 17% years, at which time, having increased to $22,478, it is 
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to be invested in a perpetual. annuity of $674 a year. (The reason 
for the choice of 17% years is for convenience in calculation, as will 
appear at a later point. Any other period of years, however, would 
have served.) The third brother, desiring immediate enjoyment of 
a larger income, purchases an annuity of $3,333 a year terminating 
in a little under 5 years, after which his capital is used up and he 
receives no further income. 

Assume now that immediately subsequent to the making of these 
several investments a tax, not heretofore anticipated, of 1 percent 
on property value or of 25 percent on income is imposed. The cap- 
ital of each of the three brothers will be diminished. In other words, 
while each paid $13,333 for his annuity, he would not be able to dis- 
pose of it at that price, if immediately after purchase the above- 
mentioned tax were announced. Anyone purchasing one of these an- 
nuities would then discount the effect of the tax in each case and pay 
only so much as the tax-free income (1. e., the net income each year 
after payment of the tax) showed it to be worth. And, of course, 
if the annuities could not be sold for $13,333, which they cost, they 
could not be taxed on that amount under the property tax, since 
that would no longer be the value and value is the legal base of the 
property tax. The effect of this tax innovation on the value of these 
three types of investment and the resultant tax situation of the 
several brothers will each be considered separately. 

The situation of the first brother represents the ordinary case. 
Taxes—both property and income—are usually assessed and levied 
once a year. Usually they are also collected once a year. And if 
they are in some cases payable in two or more installments during 
the year, that does not materially affect the situation. The 25- | 
percent income tax decreases successively the net annual incomes 
from $400 to $300 and consequently the value of the capital from 
$13,333 to $10,000, a drop of 25 percent in each case. The 1-percent 
property tax on the value must, for its part, leave sufficient net in- 
come after taxes to capitalize to this value at 3 percent. In other 
words, $400 minus the tax must equal 3 percent of the value. In 
equation form, 400—0.01X=0.03.X, where X stands for the value of 
the capital. The solution of this equation gives a value of $10,000. 
On this value the tax is $100 and the net income after tax $300, 
exactly as in the case of the 25-percent income tax. A 1-percent 
property tax is, thus, equivalent to a 25-percent income tax in the 
case of the first brother, when interest is 3 percent. The present 
worth (discounted value) of each tax in perpetuity is $3,333, or 25 
percent of the capital before taxes. 

In the case of the second brother the capital is so invested that 
it will yield no net income for a period of 17% years, after which it 
will yield a perpetual annual income of $674. The present worth of 
such a deferred income, discounted at 3 percent, is $13,333, the same 
as the value of the annual income of $400 beginning now. An in- 
come tax, subsequently imposed at the rate of 25 percent, would 
exact nothing for the first 17% years, after which it would take 
$168.50 a year. The present worth of these future tax payments is 
$3,333, or 25 percent of the value of the capital before tax, exactly 
as in the case of the annual income of $400 beginning at once. 

It is now in order to inquire how the annual property tax affects 
this second type of investment. After the period of deferment, 17% 
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years, the value of the capital may be obtained by considering that 
the perpetual annual income of $674, less the tax at 1 percent, must 
be 3 percent of the value of the capital, just as in the case of the first 
brother. In equation form, 674—0.01X=0.03X, where X stands for 
the value of the capital. Solving this equation gives $16,850 as the 
value of the capital, and the property tax on this value at 1 percent 
will be $168.50, or the same as the income tax of 25 percent. The 
present worth of this value, assuming a property tax of 1 percent, is 
that amount which, with 3 percent for interest and 1 percent for 
taxes, will equal $16, 850 in 17% years. In other words, the present 
worth (the value of the capital after taxes) is $16,850 discounted at 
4 percent for the period in question. Since money doubles at 4 
percent in approximately 17% years, the value of the capital after 
taxes is one-half the above amount, or $8,425. The present worth of 
the property taxes is the difference between this amount and $13,333, 
the value of the capital before taxes. This difference is $4,908, 36. 8 
percent of $13,333. The corresponding reduction in the tax-free 
value of the capital under an income tax has just been shown to be 
$3,333, 25 percent of $13,333. 

The third brother receives an annual income of $3,333 for a little 
under 5 years, thereby diminishing and finally exhausting entirely his 
capital. An income tax, at 25 percent, would be $833 each of the first 
4 years, $274 the fifth year, and nothing thereafter. The present 
worth of these amounts is $3,333, which is, as in the case of the other 
two brothers, exactly 25 percent of the capital before taxes. <A 
1-percent property tax, on the other hand, takes just enough each year 
to make the capital for the succeeding year, before deduction of the 

_ $3,333, greater than that for the preceding by interest (8 percent) 
and taxes (1 percent). In mathematical terms, taking V,, as the value 
at the end of year n, V,ii:=V,(1-+0.03-+-0.01)—$3,333. Where 
n=4, however, the equation is: V;=0=V,(1--0. 03-40. 01)—$1,094, 
since the i income for the fifth year is only $1,094. The solution of this 
last equation is V,=$1,052. From this the value of V; can be found, 
by use of the first equation, to be $4,216, and so on to Vo, which is 
$12,998, the value of the capital after property taxes. Since the value 
of the capital before property taxes is $13,333, property taxes have 
reduced this value by $335, or 2.5 percent. 

From these three typical examples, it may readily be concluded 
that, when measured by the effect on the present worth of the capital, 
a net-income tax under the given assumptions would treat with 
equality all forms of investment. A permanent net income tax at 
any given rate has the same effect as taking once and for all that 
fraction of the original capital represented by the tax rate. The 25- 
percent income tax is the same as taking at the beginning 25 percent 
of the capital of each of the brothers in the example. Each could 
have ‘‘compounded”’ his taxes forever by setting aside a permanent 
fund of one-fourth of his capital before taxes, $3,333. 

On the contrary, the property tax deals unequally with the several 
forms of investment, in terms of its effect on the present worth of the 
capital. Only in the case of an investment producing a regular 
annual income equal to the interest on the capital does the property 
tax (at an appropriate rate) produce the same effect as the net-income 
tax. This is illustrated by the investment of the first brother, whose 
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1-percent property tax amounts to 25 percent of the present worth of 
his original capital before the tax in question was considered. When 
capital is so employed that its income is deferred, thereby causing a 
gradual increase in the value of the capital, the property tax takes a 
larger toll of the capital value before tax, as illustrated by the 36.8- 
percent burden in the case of the second brother in the example. 
Finally, those investments which, by securing an income greater 
than the interest, gradually exhaust the capital are favored by the 
property tax. In the case of the third brother, the present worth of 
all his taxes is only 2.5 percent of the value of his original capital. 

The ratios which have occurred in this discussion, 25 percent for 
the first brother, 36.8 percent for the second, and 2.5 percent for the 
third, are called ‘tax ratios.” The term tax ratio as used throughout 
this report is defined as the ratio of taxes to net income before taxes, 
both compounded or discounted, as the case may be, to the same 
point in time, and both covering the same income cycle. It is an 
important measure of tax burden. In the present illustration of the 
three brothers, the present worth of each of the two factors is used, 
the present worth of the net income being the value of the original 
capital. 

EFFECTS OF CAPITALIZATION OF AN ESTABLISHED PROPERTY TAX 

Suppose now that, immediately before the receipt of the three 
bequests, there is announcement of the imposition of a property tax 
like that described above. Assume that the effects of this tax are 
fully known and are fully capitalized in connection with all invest- 
ments. Owing to such tax capitalization, any investment subject 
to this property tax (at the rate of 1 percent; interest being at the 
rate of 3 percent) loses one-fourth of the present value it would have 
had had there been no such tax. Regardless of the character of 
investments to be chosen, each bequest as received is worth only 
$10,000 rather than $13,333. 

The annual income in the first brother’s case is, as before, $400, 
and the annual property tax $100. The tax ratio is 25 percent, but, 
since there is no reduction in original capital value, the first brother 
is not conscious of any burden from this tax. 

As for the second brother, an investment which increases at the 
rate of 3 percent is no longer satisfactory to him, since he must pay 
1 percent annually in taxes. He will demand an investment which 
increases at the rate of 4 percent, and if he does not get it, he will put 
his money into something which will yield an annual or a diminishing 
return. All those people who are situated like the second brother will 
follow the same course, and as a result the demand for deferred-yield 
investments will so diminish that borrowers will have to pay 4 percent 
to secure money on a deferred-yield basis. Suppose that the second 
brother puts his $10,000 in trust so that it will compound at 4 percent 
for 17% years, at which time it will have doubled in value. (The 
reason for the choice of a 17% year period is now apparent, since 
money doubles at 4 percent in approximately such a period. Any 
other period would have served.) The $20,000 capital at the end 
of 17% years is invested in a perpetual annuity of $800 a year, outof 
which $200 must be paid in taxes. The present value, at 3 percent. 
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of these distant taxes and of the immediate future taxes which must 
be paid during the period of waiting is $5,820. The present value 
of the capital before taxes is $15,820, and the tax ratio is 36.8 percent. 
Since the value of the capital after taxes is $10,000, however, just 
what the second brother received in his legacy, he has no complaint 
against his tax burden. 
A similar conclusion can be drawn with respect to the third brother. 

In his case the present value at 3 percent of all taxes which he will be 
required to pay before his legacy has vanished is $264. The present 
value of the capital before taxes is then $10,264, and the tax ratio 
2.6 percent. Here again the value of the capital after taxes is $10,000, 
the amount that was received in his legacy. He thus gains no advan- 
tage from the comparatively low taxratio. The details of the incomes 
for the several brothers and the corresponding values of the respec- 
tive capitals and taxes from year to year are shown in table 20. 

TABLE 20.—Capital, tax, and income of three brothers, each having different income 
streams } 

| First brother Second brother | Third brother 

Time (FRR anaphora ay 

| Capital | Tax | Income | Capital | Tax Income | Capital | Tax | Income 

a At beginning_____ 10s O00) sae |ise eee ee S10;0003/ ees ae eee $10) 000): Bane Re | seeaerwes 
In 1 year_____.-._| 10,000 | | $100 $400} 10,400} $100.00 0 7,200 '$100.00 | $€2, 500 
In 2-years_2._ 1 | 10,009} 100 400 | 10,816 104. 00 0 5,720} 79.00} 2,500 
In 3 years___-.-_--| 10, 609 100 400 11, 249 108. 16 0 3,450 | 57. 2! 2, 500 
In 4 years_--._--.-; 10, 000 100 400 11, 699 112. 49 0 1, 080 34. 50 2, 500 
Impoiyears = 252 | 10, 000 100 400 12, 167 116. 99 0 0| 10.80 1, 130 
linkosyearses-s2o a= | 10, 000 100 400} 12,683 121. 67 0 0 . GO | 0 
THaVeals= seo see | 10, 000 100 400; 18,159 126. 53 0 0 . 00 | 0 
yes) yearsess2 as sk | 10,000 100 430 13, 686 131. 59 0 0 . 00 0 
tile) AOR See 10, 000 100 400 14, 233 136. 86 0 0 . 00 0 
Tn 20'years=-= 0. 3-- 10, 000 100 400 14, 802 142. 33 0 0 . 00 0 
nm iinyears=-25 =. 10, 000 100 400 15, 395 148. 02 0 0 . 00 | 0 

In J2 years__-.---- 10, 000 100 400 16, 010 153. 95 0 0 . 60 | 0 
Tr svears-i22 7 - 10, 0600 100 400 16, 651 160. 10 0 0 . 6d | 0 

14 years________ 10, 000 100 400 17, 317 166. 51 0 0 . 00 | 0 
tiv earsass sere) 10, 000 100 400 | 18,009 79. 17 0 0 . 00 0 
16 years__..___- 10, 000 100 400! 18, 730 180, 09 0 0 . 00 0 
l7syears= === = 10, 000 100 400 19, 479 187. 30 0 0 . 00 0 
18svearseee 10, 000 100 400 20, 000 194.7 $267 0 . 00 0 

in 19 years and | 
| 0 . 00 0 
| 

thereafter______- 10, 000 100 400 | 20,000 | 200. 00 800 

1 Assessment date is at beginning of year. Tax is paid at end of year; tax rate, 1 percent. Capital is the 
sum of all future net incomes after tax discounted at 3-percent interest. 

With proper capitalization of taxes, therefore, owners who acquired 
their capital after the present tax was established can charge no 
present Injustice to the property tax on account of the tax ratio as 
long as the tax rate remains the same. It is probable, however, that 
taxes are seldom completely capitalized, owing to the inherent 
optimism of buyers and sellers and to their ignorance of what the 
future tax burden will be. In addition, land values are frequently so 
inelastic that apparently neither taxes nor any other expected item 
of expense or income can be said to be completely capitalized. In 
such cases prices are more or less traditional. To whatever extent 
capitalization of real estate taxes may fail to become fully effective, 
there is direct discrimination against real estate investments of the 
deferred-yield type. 
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TAX CAPITALIZATION AND DEFERRED INCOMES 

It has been shown that, under a permanently fixed property-tax 
rate, complete capitalization would so affect the present value of 
different types of income streams that discrimination could not © 
justly be attributed to the present workings of the property tax so 
far as concerns owners who acquired their property after existing 
tax conditions had been established. But the tax rate does not 
usually stay permanently fixed for any great length of time. Suppose 
that the tax rate unexpectedly rises from 1 to 2 percent shortly after 
the three brothers have made their investments. The first brother’s 
net income after tax is then so reduced that it, plus the 2 percent 
tax on its capital value, equals $400. In mathematical terms, 
(0.03 +0.02) V»>=$400, where V, is the capital value. The solution 
of this equation gives V)»=$8,000, and the annual tax on this value 

is $160. The tax ratio is oa 

brother, therefore, the sudden doubling of tax rate increases the tax 
ratio from 25 to 40 percent, or, in other terms, lowers the initial 
value from $10,000 to $8,000, a loss of 20 percent. 

In the case of the second brother, the capital value at the end of 
17% years and thereafter is reduced from $20,000 to $16,000, while 
the annual tax is increased from $200 to $320. The income is, as 
before, $267 the eighteenth year and $800 thereafter. The present 
value of these incomes before tax is also, as before, $15,820, but the 
present value after tax is not $10,000, but considerably less than that. 
In fact, it is that value which, with 3 percent interest and 2 percent 
taxes, will equal $16,000 at the end of 17% years. The discount of 
$16, 000 for 173 % years at 5 percent yields $6,759. The tax ratio is 
15, 820— 6,759 

15,820 
therefore, the sudden doubling of tax rate increases the tax ratio 
from 36. 8 to 57.3 percent, or in other terms, lowers the initial value 
from $10,000 to $6,759, a loss of 32 percent. 

It is not necessary in this connection to consider the depletion 
annuity of the third brother. The loss in his case is very small. 

Doubling the tax rate causes a 20 percent loss in capital to the 
first brother and a 32 percent loss to the second. Here is clearly 
distinguishable the magnified effect of tax capitalization where 
deferred yields are involved. An unexpected decrease in the tax 
rate would, of course, have the opposite effect—that is, the owner of 
a deferred-yield investment would benefit more than the annual- 
yield owner. One of the indictments against the property tax, 
even when perfectly administered in accordance with the law, is, 
thus, that it makes the net returns from deferred-yield properties 
more uncertain than those from the ordinary run of property. In 
other words, its tendency is to intensify the risk element in a deferred- 
yield investment. 

The tax ratio is an index for the determination of what areas are 
or are not supermarginal for a deferred-yield use. Consider a certain 
property, close to a bare-land condition, whose value before taxes is 
$5 per acre for a deferred-yield use (like forestry) and $4 for some 
use (like grazing) which would yield an annual return. If there is 
no tax obligation in either case, the former use will be chosen in 

»or 40 percent. In the case of the first 

» or 57.3 percent. In the case of the second brother, 
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preference to the latter; but if a property tax is imposed, the tax 
ratio in the case of the deferred-yield use may be twice as great (say 
40 percent) as in the other case (20 percent). The value for the 
deferred-yield use is, under these circumstances, reduced to $3; and 

‘for the annual-yield use, to $3.20. The annual- yield use now has 
the advantage over the deferred yield, and wiil be chosen in prefer- 
ence to the other. The tax burden as measured by the tax ratio 
has here so shifted the margin for deferred yield that certain areas, 
economically suited for such use if the property tax could be abolished, 
are no longer suitable. From its very nature, the property tax 
favors a use which yields an early income. Of course this effect is 
controlling only in the case of those properties which are on the 
margin between use for a deferred yield and use for an annual return. 
The property tax in these marginal cases throws the balance to the 
side of an annual return. 

SUMMARY 

From the examples given, it may readily be concluded that the 
property tax as measured by. tax ratios deals unequally with different 
types of investment. Only in the case of an investment producing a 
regular annual net income equal to the interest on the capital is the 
tax ratio the same as under an income tax with corresponding rate, 
as illustrated by the 25-percent ratio in the case of the first brother. 
When capital is so employed that its income is deferred, thereby caus- 
ing a gradual increase in the value of the capital, the property tax 
takes a larger toll of the capitalized future incomes, as illustrated by 
the 36.8-percent burden in the case of the second brother in the 
example. Finally those investments which, by securing an income 
ereater than the interest, gradually exhaust the capital are favored 
by the property tax. In the case of the third brother, the present 
worth of all his taxes was only 2.5 percent of the capitalized incomes. 

If taxes are fully capitalized at the time of making the investment, 
the inequalities of tax ratio are so taken into account that equal sums 
of money will purchase investments of equal value in the three types 
of income; and there will be no discrimination between the three 
owners so long as the tax rate remains unchanged. If taxes are at 
the beginning not wholly capitalized, the value of the capital for each 
brother will eventually be reduced by later capitalization, but the 
reduction in the case of the second brother will be the largest. In 
any case, the uncertainty of future tax burdens is of far greater 
moment in the case of the second brother than in the case of either 
of the other two. Finally, the number of properties which are super- 
marginal for deferred-yield use (second brother) is reduced by the 
presence of the property tax. Here, in a nutshell, is the theoretical 
indictment of the property tax in its effect on different types of income 
streams. 

Insofar as the inequities are between owners only and do not affect 
the use of land or the practice of forestry, they are of minor importance 
in this investigation. In the marginal cases, however, these inequities 
do affect the use of land and the practice of forestry, and it is to these 
marginal cases that this part is especially directed. The marginal 
cases are, in general, those in which the owners must begin from a 
bare-land condition or from a condition which approaches “bare land. 
The tax problem is far less acute in the case of owners who start from 
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mature timber or from second growth well advanced toward maturity. 
In accordance with the practice of physicians, the theoretical diagnosis 
in this part is concentrated upon the ailments of the patient rather 
than upon his well points. Incidentally, even those who start from a 
favorable present condition must eventually pass through a cut-over- 
land stage on parts of their forests or, where clear cutting is not prac- 
tised, a stage when parts of their forests can be cut over with a mini- 
mum sacrifice of values that depend on continuing the forest use, and 
at such time their decisions as to investment in a future crop will be 
influenced by the tax burden. 

The theoretical discrimination of the property tax against deferred- 
yield forests may be expressed in terms of the necessity of paying taxes 
in advance of the receipt of income. The annual recurrence of the 
ordinary business income is so much regarded as a matter of course 
that people have generally failed to appreciate the profound signifi- 
cance of the annual character of the property tax. If the property 
tax were so modified that it fell due only when income was obtained 
and in proportion to the income received, its correspondence to the 
income tax would be complete. Thus, in the case of the second brother 
if no property tax were levied during the 17-year period of waiting, 
and then a 1-percent tax were imposed on the capital for as long as an 
equal annual income were received, the situation would-be exactly the 
same as under a 25-percent income tax. The adverse effects inherent 
in the property tax as applied to deferred-vield properties are hence 
due to the fact that the cycle of governmental demands is shorter 
than the cycle of deferred-yield income. 

RELATION OF TAXES TO THE VALUE OF FOREST 
INVESTMENTS 

GENERAL STATEMENT 

The most important applications of the foregoing general analysis 
to forest investment and industry are obvious. (1) A deferred-yield 
forest is overburdened under the property tax as compared with prop- 
erty yielding a regular annual income. The excess burden is greater 
the longer the period of deferment. In particular this applies to 
second-erowth forests not yielding a current income and to old-growth 
forests held for future disposition. Periodic sustained-yield forests in 
which the income cycle is longer than 1 year are also overburdened, 
but the amount of excess burden becomes less serious as the income 
cycle becomes relatively short; it would not be a serious matter with 
a cycle of about 5 years or less. (2) An old-growth forest which is 
being converted to sustained yield (necessitating reduction in timber 
value) or which is being destructively exploited receives favorable 
treatment from the property tax. (3) A forest with annual sustained 
yield is treated by the property tax on a basis of equality with property 
generally; in other words, taxes take no larger portion of the owner’s 
income than they would if he had invested his capital in some sus- 
tained-yield enterprise other than forestry. 

The third conclusion with reference to annual sustained-yield forests 
is subject to the qualification that the standard of comparison is an 
income tax levied on both tangible and intangible income. However, 
the ordinary income tax is applied only to money income or other 
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tangible income with a definite money value. To the extent that the 
value of an annual sustained-vield forest refiects intangible income in 
addition to money and other tangible income, a situation found in 
certain countries of Europe, the property tax would be in excess of the 
ordinary income tax. 

In all of the above discussion no account has been taken of irregu- 
larities in the administration of the property tax, the present assump- 
tion being a property tax theoretically correct and perfectly ad- 
ministered. In particular nothing here should be taken as denial of 
the possibility of just complaint against the property tax on the part 
of the sustained yield forest, as well as of other types of property, 
on account of illegal discriminatory administration of the property 
tax. 

The remainder of this part is devoted to a rigid mathematical 
demonstration of the foregoing general propositions together with 
the formulation and demonstration of certain other propositions 
dealing with the relation of different kinds of taxes to the value of 
forest investments under various conditions. 

GENERAL DEFINITIONS 

For the purpose of the following mathematical analysis, it will be 
convenient to set forth at this point formal definitions of certain 
terms and the corresponding symbecls which will be used in the 

' equations and formulas. 
In the absence of complete data as to the complex considerations 

of various sorts that enter into the consummation of sales and the 
making of value, a simplified approximation to value is employed, 
namely, the sum of all expected future returns discounted to some 
point in time at a given interest rate, minus all expected future 
expenses, including taxes, discounted to the.same point in time and 
at the same interest rate. This balancing of income and cost, both 
discounted to the present, is the identical procedure which buyers 
and sellers must use in arriving at a price, although buyers and sellers 
usually use “judgment” rather than a mathematical analysis. The 
future is so uncertain that judgment, for most practical purposes, is 
quite as satisfactory as the more seemingly exact mathematics, but 
the principle of both is the same—the discounting of expected f uture 
net returns. A value so found is herein assigned the symbol V, and 
if the chosen point in time is at the beginning of an income cycle, 
the symbol V is given a subscript 0. The income cycle is the 
period between successive major yields. The subscript 1 is given to 
V for the value at the end of the first year, and so on to n, when the 
first major yield is to be received. The income cycle, therefore, 
comprises a total of m years. When the forest is composed of a 
single age class the income cycle is equal to the rotation (the pre- 
determined, approximate felling age), and V, becomes equal to the 
land value or soil expectation value, L, plus the cost of regeneration, C. 

An uneven-aged forest, for the purposes of this discussion, may be 
regarded as a selection forest, in which case the series of age classes is 
represented by regular gradation of ages among individual trees, or 
it may equally well be regarded as composed of a regular series of 
even-aged stands, 
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By expected future returns are meant returns which buyers and 
sellers are reasonably sure to obtain from an average of a large num- 
ber of properties of similar character, and over a period of years which 
includes one or more complete business cycles. The returns from 
individual properties in certain years will, of course, vary from such 
an average. These variations constitute profit and loss. Buyers 
and sellers, however, cannot predict variations—in other words, 
buyers and sellers cannot justifiably introduce profit and loss into a 
calculation of value. Therefore, this section will not introduce 
profit or loss into any of its demonstrations or examples. 

Interest is taken in its pure economic sense as a payment simply for 
waiting and is symbolized 7, as, for example, 3 percent, or 0.03 when 
expressed as a decimal. Risk and all other elements of the so-called 
interest rate, as sometimes employed in popular discussion and busi- 
ness calculations, are excluded. It is assumed that noninsurable risk 
is allowed for in estimating the expected incomes and costs. The 
departure of the actual event from what was expected is what causes 
profit or loss, and profit and loss, as has been shown above, cannot 
be introduced into the calculation of value. 

Property taxes are assumed to be levied annually at a rate r on the 
value as of the beginning of each year, the taxes being payable at the 
end of the year. The sum of the taxes compounded at the p interest 
rate to the end of the income cycle is symbolized X. 

Income taxes are assumed to be levied on the income received during 
the year less expenses to date. Expenses are considered as accumu- 
lated without interest and written off as early as sufficient income is 
received. In computing taxable income, no allowance for interest 
paid is appropriate, since the income tax under consideration relates 
to properties rather than to persons. As a substitute for the property 
tax, the income tax would apply to all of the income from a property, 
even though a part were used to pay interest on capital borrowed by 
the owner to purchase or carry the propertv in question where the 
total equity was divided between owner and creditor. Income taxes, 
computed on net income of properties calculated in this manner, are 
assumed to be collected on the last day of the year. 

It is expected that major income Y will be received from the forest 
at the end of every n years, where n is the income cycle, and that a 
cost of regeneration C' will be incurred at the same time. The cost 
of regeneration incurred at the beginning of the first income cycle is 
regarded as part of the permanent investment, while the cost of 
regeneration incurred at any later time is regarded as an expense 
chargeable to the major income received at that time. The total 
net income before taxes for one income cycle with compound interest 
to the date of the major yield is called S. 

An assumption, not necessary to the mathematical analysis, but 
necessary to the proof that deferred-yield forests tend to suffer under 
the property tax, is that Y represents a reasonable expectation in 
excess of any regeneration cost. There are, of course, plenty of cases 
where the actual net income recewed from a forest is negative, but 
value, and hence property taxes, are based on expected rather than 
on received income, and the analysis here is hence predicated entirely 
on expected income. Expected income is, of course, positive, or the 
land would be without value. 

101285°—35——-4 
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_ The tax ratio, as previously defined, is the ratio of taxes to net 
income before taxes, both compounded or discounted, as the case 
may be, to the same point in time, and both covering the same income 
cycle. For the present, the income, Y, the regeneration cost, C, and 
the taxes, X, are considered as the only items of income and expense 
connected with the forest. Incomes from thinnings, and expenses 
for administration, protection, etc., are brought into the analysis at 

alater point. The tax ratio, = in the present simplified case is there- 

. xX 
fore equivalent to el 

_ Underlying the entire discussion of tax ratios is the general assump- 
tion that only one set of conditions determines present worth in each 
case and that these conditions are fulfilled by that case. 

INCOME TAX 

In discussing the income tax as compared with the property tax, 
confusion may be avoided if it be kept in mind that reference is not 
to the United States Federal income tax. In this connection, an 
Income tax is regarded as a substitute for the property tax and as 
applied to properties rather than to persons. Consequently it is 
assumed in this discussion that each property is taxed as a separate 
entity and that the tax is calculated with respect to that property 
alone, regardless of the financial situation of the owner or any limita- 
tion on his equity in the property. Itis therefore necessarily assumed 
that this tax is levied at a flat rate (not at a progressive rate). It 
is also assumed that there are no other taxes, or that all other taxes 
are included in the expense items without distinction from the other 
expenses. Such an income tax on property might be called a tax on 
net yield in order to distinguish it from the personal income tax. 

It should also be noted that the income tax or tax on net yield is 
principally of theoretical interest, as setting a standard by which the 
tax burden under other tax systems may be judged. The objections 
of a practical nature to the direct substitution of an income tax on 
property for the property tax appear to be insuperable. The ac- 
counting necessary to a proper determination of net income from the 
irregular forests that prevail in this country would be too difficult 
for most owners, and the revenue from such a tax would be too 
irregular to meet the needs of government. 

For an annual sustained-yield forest or a depletion-yield forest, the 
tax ratio of the income tax is always equal to the rate of the income 
tax. Since the income tax, assuming a constant rate, always takes 
the same proportion of each year’s income, the discounting or carry- 
ing forward to the same point in time of both taxes and income before 
taxes does not affect the ratio of one to the other. In terms of the 
interest rate, p,and the corresponding property tax rate,7, the income- 
tax rate, and therefore the tax ratio of a forest yielding an annual 

income, is aes . This rate is equivalent to the property tax rate, r, 

in the sense that it gives the same tax when applied to an annual 
sustained-yield property. 

In the case of a deferred-yield forest, if there were no expenses con- 
nected with its regeneration, maintenance, and improvement, each 
item of income received would be net income before taxes. 
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Therefore, the income tax on each such item would be determined 

by applying the income-tax rate, Since this same part of all 

income before taxes would be taken by taxes, the tax ratio would 
always equal the income-tax rate and could be determined from the 
interest rate and the rate under the property tax for which the income 
tax would be substituted. 

For practical purposes it is necessary to take into account the nec- 
essary expenses connected with managing a deferred-yield forest, which 
may be considered to be the cost of regeneration, C, incurred at the 
beginning of each income cycle of n years after the first, and the 
annual expense, e. The cost of regeneration at the beginning of the 
first income cycle is considered part of the permanent investment, as 
previously explained. As a first approximation, consider a forest 
having only one major yield, at the end of the income cycle, and no 
intermediate yields from thinnings or otherwise. Both cost of regen- 
eration and annual expense are chargeable to the yield, Y, which is 
received at the end of the cycle. Under an income tax, the taxable 
income for the entire cycle es equal (Y—C—ne). Applying to 

this sum the income-tax rate Sap , the total tax, X oe. 

The total net income before bans with compound interest to the date 
of final yield, S, is obtained by subtracting from Y—C the amount of 

the annual expense with compound interest, or ée a. Thus, 

S=Y—C— ene The tax ratio is then 

i a C—ne) 

Honmulanitice ain ami aa S~y_¢_ dtd 
If n=1, that is, if an income is received every veoh, (Y—C—ne)= 

Y— caves *) and the tax ratio becomes 5 a ——» which is also 

the rate of the income tax. 
If n is greater than 1, and if there is an intermediate income from 

thinnings, 7,,, received in the mth year from the beginning of the 
cycle, the income at the end of the cycle will be increased by this 
amount with compound interest from the year of the thinning, or by 
al +)"-™, Introducing this term as an addition to Y in formula 1 
gives the formula for the tax ratio under the income tax where inter- 
mediate income from a thinning js involved, 

x i tare Uk Tn(l+p)"-"—C—ne) 

Formula 2, Ss Se LA CN PR RNR in ery OO 

Y+ Py tae Oe. Mee Rhee 

Thus an income from a thinning has the same effect on the tax ratio 
as an increase in yield. If there is an annual expense, an income from 
thinnings reduces the tax ratio below what it would have been had there 
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been no such income and all other factors had remained the same. 
If there is no annual expense, an income from thinnings has no effect 
on the tax ratio, which remains equal to the rate of the income tax. 

If in illustration of the foregoing formulas, an example is taken in 
which there is no expense, the tax ratio equals the income-tax rate, 
as previously noted, and depends entirely on the tax rate, 7, and the 
interest rate, p. Thus if r=1 percent and p=3 percent, the tax ratio 
is then 25 percent, regardless of the values of Y, C, Tn, n, or m. 

If, as in actual practice, there is an annual expense, e, it is neces- 
sary to make further assumptions to illustrate the use of the formula. 
Let r=1 percent, p=3 percent, n=50 years, Y-C=$100, T,,=0, 
and e=5 cents. The tax ratio is then 26 percent. If the annual 
expense, ¢, is increased from 5 to 20 cents, the tax ratio under the 
income tax will be 29 percent. In the latter case, if a thinning yields 
an income so that 7,,=$10 and m=25, without change in the other 
factors, the tax ratio will be 28 percent. 

It is evident, then, that there may be an increase in tax ratio for a 
deferred-yield investment over an annual sustained-yield investment 
even under an income tax, though it will be shown later that in the 
case of forest investments this increase is relatively moderate com- 
pared with the increase under the property tax. Furthermore, this 
Increase in tax ratio under the income tax is not because taxes are 
imposed in advance of income, as under the property tax, but because 
the nature of the enterprise requires that expenses be incurred in 
advance of income. If the taxes on that part of the income which 
represents interest on these additional investments in the form of 
annual expenses were remitted, the tax ratio would remain the same 
as for an annual sustained yield investment. However, such remis- 
sion would be contrary to generally accepted opinion as to justice in 
taxation, since it would fail to recognize that annual expenses in the 
case of a deferred-yield investment represent an increase in the 
amount of the investment and consequently in its tax-paying ability. 
Therefore, the income tax (tax on net yield) may be regarded as 
imposing a fair burden on deferred-yield forests, even though the tax 
ratio is not perfectly equalized with that of an annual sustained- 
yield forest. 

UNMODIFIED PROPERTY TAX 

SUSTAINED-YIELD AND DEFERRED-YIELD FORESTS 

Tue Tax-RATIO FoRMULA (SIMPLIFIED) 

In developing mathematically the relations between the unmodified 
property tax and the value of the forest, under sustained-yield or 
deferred-yield management, it will be convenient to start with a 
simplified case in which neither incidental income, as from thinnings, 
nor annual expenses are considered. These intermediate items of ‘n- 
come and cost will be introduced into the formulas at a later point. 

Assume an annual sustained yield forest with a net income before 
taxes (Y—C) of $800, the interest rate being 3 percent and the tax 
rate 1 percent. Obviously, in order to satisfy the interest-rate and 
tax-rate proportions three-fourths of the net income before taxes 
must go for interest and one-fourth for taxes. Thus, the interest is 
$600, and the taxes $200, and the value of the forest is $20,000, i. e., $600 Pee 3 200 a The tax ratio is 25 percent, 1. e., 800. 
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Assume now a deferred-yield forest having an income cycle of 2 
years and a value at the beginning of the cycle of $20,000. The in- 
terest and taxes at the end of the first year amount to $800, but since 
no income is actually realized this interest and tax charge serves to 
augment the principal which becomes $20,800. Taxes on this sum 
for the second year amount to $208, while interest is $624, a total of 
$832. <A total net income before taxes of $1,632 must, therefore, be 
received every 2 years in order to justify the initial value of $20,000. 
Taxes have amounted to $408 without interest. When 1 year’s in- 
terest is added to the first year’s taxes of $200, the total tax cost as 

of the end of the second year js $414. The tax ratio is ate awa? OF 20.4 
1,632 

percent. The general formula for the tax ratio is as follows: 

Formula 3, vena) (aL aE 

Formula 3 may be derived as follows: The initial forest value at the beginning 
of an income cycle is, by definition, the sum of all future net incomes discounted 

at the interest rate, p. In symbols: Vo Gast This is the ordinary type 

of formula for finding the present worth of a perpetuity. 
The value at the beginning of the second year, V;, equals Vo plus 1 year’s 

interest and taxes, or Vo(1+p-+r). Ther in this expression capitalizes the taxes, 
that is, V; would differ from Vy by a less amount if there were no taxes. Capi- 
talization of taxes reduces the value in the early stages of a cycle in comparison 
with the value at later stages. 

Similarly, the value at the beginning of the third year equals V, plus 1 year’s 
interest and taxes, or 

V.=Vi(1+p+r)=V.(1+p+7r)?, ete. 

Since the tax equals the tax rate, r, times the value, the first year’s tax=rVo» 
the second year’s tax=rV,(1+p-+r), etc. And the first year’s tax payable at 
the end of the year, must be compounded at the interest rate, p, through each 
of the remaining years of the income cycle after the first, or in all n—1 years, to 
obtain its worth at the end of the income cycle. At this time, then, the worth 
amounts to rV)(1+>p)"—!. The second year’s tax likewise must be compounded 
in all for n—2 years, and it equals, at the end of income cycle, rVo(1-+p+r) 
(1+ p)"-2. The third year’s tax=rV)(1+p+7r)2(1+p)"-, and so on. The sum 
of all these quantities is 

X=rVill +p)" +0 +ptHd+p)?+d+p+n2l+p)3+.. + +ptr) 
Factoring out the quantity (1+ p)”—! from the bracketed part of the expression 

results in 

i AL slarianeo Clieiarie ime. eee] 

The above expression is that of a geometric series of the general form, 
1— 

UE irr 

Cee ; and n is the number of terms in the series. 

a where Q, the desired summation, is X; g is rVo(1+p)""; q is 

“I+p- 

Therefore 
per)" 

pl oe aia 
A =rV,(1+p:) : _itp+r 

l+p 
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Reducing the compound fraction to a simple fraction 

CS er} 
Oa) oa 

Canceling the term r(1+>p)*-! from both numerator and denominator, and 

X=rVo(1+p)— 

substituting Ga peat for its equivalent, Vo, 

ya (Y—C— XN + p+) +p) 
(heel 

Cross multiplying and collecting terms 

Xp) 2 a Se pat) tae op) (YC) (pa) el tp) al nar 

ya (¥=-Ol+p+n"— +p)", 
: Ga pea 

x Cla mDanta lame Olaaa) 2 
Y—C  (1+p+r)"—1 

Dividing the numerator of this fraction by the denominator, 
[poe lp eal 

(Clean) a Gls eset) = Oey) Ole paene a) 
Qa Datah) Saal 

—Use)Part 

there results formula 3, the tax ratio, or 

ss SUL etl ee) dere UN 
Y—C (1+p-+r)7—1 

Suppose that r=1 percent, p=3 percent, and n=50 years. With 
these quantities in formula 3, the tax ratio is 45 percent. If n were 
10 years, p and 7 remaining as above, the tax ratio would be 28.4 
percent; in a previous example, where n was 2 years, it was 25.4 per- 
cent; and for an annual sustained-yield forest, in which n is 1 year, 
the tax ratio has been shown to be 25 percent. In all of these cases, 
the tax ratio under the income tax, according to formula 1, would 
be 25 percent. 

EFFECT OF CHANGE IN INCOME CYCLE 

The tax ratio increases as n increases. In other words, a larger 
portion of the net income before taxes is taken by the Government 
as the income cycle is lengthened. ‘To demonstrate this proposition, 

GSP) iss it will be sufficient to prove that (sp decreases as 7 In- 

creases, or what is the same thing, that (1+p-+r)”"—1 increases faster 
than (1+p)"—1. This fact, which is almost self-evident, is capable 
of mathematical verification. 

Resort to the differential calculus (that branch of mathematics which has to 
do with rates of change) will yield the demonstration. Taking the derivative of 
both (1+ p-+r)*—1 and (1+ p)*—1 with respect to n, there results (1+p-+r)” 
log (1+p-+r) and (1+ p)* log (1+ 7). Since both p and r are positive from their 
nature, the first of these derivatives is obviously greater than the second, and 
hence (1+p+r)"—1 increases faster than (1+ p)*—1. 

Cli 
qos represents 

(Laepyeaat the number of cents taken by the Government and (ee 

If, in formula 3, Y—C=$1, the term 1— 
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the number of cents left to the owner. The sum of the two quantities 
is $1. 

The minimum tax ratio resulting from the use of formula 1 is 

wats when n=1. That is, when the forest is on an annual sustained 
Pp 
yield, the tax ratio equals the tax rate divided by the sum of the tax 
and interest rates. In the example already given, for instance, the 

tax ratio is 0.03 £0.01 er £0.01’ or 25 percent. The income cycle is here 1 

year, which means that an equal annual income may be received each 
year. 

The statement that an annual sustained yield forest gives a mini- 
mum tax ratio is true so long as the tacit assumption holds that the 
forest is not overstocked. Of course, if there is more timber on the 
forest than is necessary for sustained ‘yield, it is strictly speaking not 
an annual sustained-yield forest, and in consequence some of the timber 
may be cut off at once, whereupon the extra immediate income will 
reduce the tax ratio to subnormal. This situation is discussed in 
more detail later on in connection with mature forests (p. 63). 

Errect oF CHANGE IN Tax RaTE or INTEREST RATE 

An unexpected increase or decrease in the tax rate or interest rate 
is much more unfavorable or favorable in the case of a deferred-yield 
forest than in the case of an annual sustained-yield forest. The defini- 
tions and assumptions are the same as for formula 3, with the addi- 
tion of the following: (1) The tax rate or interest rate is unexpectedly 
changed by wu at the end of q years, g being less than n, but not nega- 
tive; and (2) the percentage change in value caused by the change in 
rate is called z, the percentage being based, of course, on the value 
before the change. The formula for 2 is 

(Die? at iain) ia ste Date ee UI), 
Cie a feats 2) tear | Date) git 

Formula 4, z=1— 

Wiebe 
Formula 4 may be derived as follows: By definition, g=——— ee, or 

—1 

1 Ot A 
Vea ip tru) 
interest rate, and V, the value 1 year afterwards. V, is discounted 1 year by 
dividing by 1 plus the new interest and tax rates, p+r-+u. 

By analogy from the first part of the proof of formula 3, 

» Vq-1 being the value just before the change in tax or 

y_- PoOEX (lt pty 
ot Garp ae 

Substituting the value of X from formula 3, this becomes 

(Ub sip) ee as ey a 
ye a cin Dita) ool 

etre guise (Caest 
if (+p+ne ey Mose 

a ee ae 
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A similar formula holds for V,, though here u must be added to p and r, 

Cope QUE Datta) 
Vom aol Ep ted eee 

Thus 
Gey) Ula EE 

eae (+p+r+u)2—1 : 

(YO) qe tp trty) 
Simplifying this expression—formula 4. 

egal Dat tate) elle palnt) eae 
(Gear) | (pas 

Assume, for instance, that 1 year after the purchase of a forest 
recently cut over, having an income cycle (and rotation) of 50 years, 
the tax rate is unexpectedly increased from 1 to 1% percent, the 
interest rate remaining constant at 3 percent. Or if the tax rate 
remains 1 percent, assume the interest rate to increase to 3% percent. 
In either case, the decrease in value is, according to formula 4, 24 per- 
cent. If, on the other hand, the forest were on annual sustained 
yield, the income cycle being 1 instead of 50, the decrease in value, 
according to formula 4, would be 11 percent, only 46 percent as much 
as in the case of the deferred yield forest. 

Formula 4 applies equally well whether w is negative or positive. 
For negative values of wu, z is negative and measures the percentage 
increase in the value of the forest with an unanticipated decrease in 
the tax rate or interest rate. It will be found that 2 is larger abso- 
lutely the longer the period, n. Deferred-yield forests are thus 
favored more than sustained-yield forests by a drop in tax or interest 
rates. 

— 

Tur GENERAL Tax Ratio FoRMULA 

The effects of thinnings, annual expenses, and regeneration ex- 
penses will now be examined. The possibility of a thinning some- 
time during the income cycle changes the value of a forest property 
and consequently changes the taxes. If a thinning 7, is made at 
the end of m years and every n years thereafter, m being less than n, 
the following formula holds: 

(p Glse ei 
X= V¥—C Tap)" |¥ Ct fd tpn) ei - ee |: 

The tax ratio is defined as = After finding X as above, the result 

must be divided by S, which in this case is Y—C+ T,,(1+p)""”, since 
this quantity is the income with compound interest as of the end of 
the income cycle. Carrying out the division indicated, 

DG | ¥ Ca TE pa) ie eee 
Formula 5, ’9- | (Y=0+T-Fpy "1G +p+rP 1 

Formula 5 may be derived as follows: In the case of no thinnings and no costs 
d+p)2= is 

(+b pthA) ae 
eyes pt asP) awl | : Therefore X =(Y of G+p+n*—1_ To this must be added the value of 

of any kind, it was found (formula 3) that the tax ratio, a 1— 
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the taxes to be imposed on the material entering into the thinnings 7’, occurring 
at the end of m years and every n years thereafter. The value of these thinning 
taxes as of the time the principal yield, Y, is received will be called X ,. 

The discounted worth of all future thinnings directly after one thinning has 

been made is This is the ordinary formula for the present worth ee 
sea) eel 

of a perpetuity wherever the tax rate r is levied on value in exactly the same way 
as is the interest rate p. At the beginning of the next income cycle, this dis- 
counted worth of all future thinnings must be revalued to allow for the decreased 
period of waiting before the next thinning. By analogy from the proof of for- 
mula 1, it is obvious that the revaluation factor is (1+p+r)"-™. At the beginning 
of the Y income cycle, therefore, the value of future expected thinnings is 
ct Dake cn : Sol LAA Urs ne ale : 
(oes Next year the value is Ciscerarery samen and so on until the 

aie Dn Lats Bite ee 
beginning of the mth year, when the value becomes Cau moa 

» but thereafter it increases again until it 

One year 

dh 1 Bi SARS AME later the value drops to G=ptn 1 
n—m—1 

reaches ce the year prior to the final yield. The thinning taxes 

are levied at the rate r on these values, and with compound interest to the end 
of the rotation, they amount to X,. Hence 

(here 
(eee Pa n—m (1+ p) t+ (i+ptr) 1+ p) + 

a Cera ter Lat pm) mantle 7) Mantas teat) List) tam tae ataerine lie 

she vont) ameme Fe 

The bracket, which will be called B, may be divided into two power series, 
the point of division occurring between the terms (1l+p-+r)*"1(1+p)*-™ and 
(1+ p)-""!. This point marks the end of the mth year, when the thinning 
is made. Factoring out (1l-++-p+r)"-"(1+p)”~-! from the first part of B ani 
(1+ p)"-*—! from the second part, there is 

2 

o — Ao ne a Te | 
QP) (1+ p) 1 CLINT 1+p ag a (1+ p)=1 

pel fa a en = |- 
(1+p) 1 ee te Ar (1 p)s-m1 

Combining these terms in each of the brackets according to the power series 
law, 

(heat Dey OP 
a nm petal eta) rac penetrate ae 

arya la eyo 

Simplifying the complex fractions and canceling terms occurring in both 
numerator and denominator, 

patetr) Gam ia) ene CR ahi atats) orn Uist) Mints Utes Data Nee ot) ve 
Tr 

Rearranging terms 

pe lint Pita te Plata ved! Noes Ol Sie iat eed siege) Baa L) 
r 

But it was found above that X “Gin ct 

Therefore, 

geet) camel Use Dicta hi) ier ln aioe eal te Peal) 
UE ide eel 



58 MISC. PUBLICATION 218, U. 8. DEPT. OF AGRICULTURE 

Adding this equation to that previously found for taxes where no thinnings 
were involved, and simplifying, 

X=Y—C4Ta(+ p)*—[¥—C4 Tall tpt) a) Gah. 
The tax ratio is then (formula 5) 

ae xX ie i On ee Sy ay ot | 2) 
S  Y—C+T,(1+p)*™ [Y—C+ Tn +p)* lA +p+r)*—]] 

Formula 5 is exactly the same as formula 3, except for the expres- 

Y—C+T,(1+p+r)"™ 
Y— C+ re ae) ae 

integer, and Y—C, T,,, p, and r are also positive, the expression is 
obviously ereater than 1. This means that the subtrahend on the 
right of the tax-ratio formula is greater than if no thinning had 
occurred, and hence the tax ratio is smaller. A thinning, therefore, 
reduces the tax ratio, provided, of course, a net income is received 
from the thinning. A thinning conducted at a loss, on the other 
hand, increases the tax ratio. 

Take, as in the example discussed previously, 7=1 percent, p=3 per- 
cent, and n=50 years, and add to these Y—C=$100, T,,=$10, and 
m=25 years. The tax ratio is then 42 percent, as compared ‘with 
45 percent if no thinning has been made, and 25 percent under the 
income tax. The reduction in tax ratio is logical, since the effect of 
a thinning is to decrease the deferment of income. 

Annual expenses, on the other hand, being in the nature of negative 
intermediate incomes, tend to increase the tax ratio of a deferred- 
yield forest. If, for instance, the annual expenses, e, are 5 cents, and 
the other variables as in the case just mentioned where a thinning 
was made in the twenty-fifth year, the tax ratio becomes 43 percent. 
Under these conditions, as has been shown, the tax ratio under the 
income tax would be 26 percent. Incorporating annual expenses in 
formula 5 gives the following result: 

sion Since n—™m is, by its nature, a positive 

Formula 6, 

X=Y—O+T, (+p) "—[Y¥—C+ Tn +p+n)*-"] cere 
i _| eet). 
aie 

, and the tax ratio In this case S= Y—C+ T,,(1+p)*""—e 

is the ratio of X to this quantity. 
The effect of an annual expense on the tax ratio may be deduced 

from the preceding formulas. It has been shown that the tax ratio 
for deferred-yield forests is always greater than the income-tax rate, 

(Ep) iz! 
P 

ae or, in other words, that the numerator of the tax-ratio fraction 

always exceeds the denominator multiplied by Sen It should be 

noted, however, that the effect of the annual expense, e, is to decrease 
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Cis Qs 

amount of that expense accumulated with compound interest through 
the income cycle, and to decrease the numerator, X, by the same 

the denominator of the tax-ratio fraction, S, by e 

amount times ee Thus the introduction of the expense item 

results in a smaller proportionate reduction in the numerator than 
in the denominator, and makes the tax ratio larger than it would 
have been without any expense. This conclusion, while true for 
deferred-yield forests, does not apply to annual sustained-yield 
forests. In the case of aneue sustained-yield forests n=1, the tax 

ratio becomes exactly a and the effect of introducing the expense 

item is to reduce the numerator and denominator of the tax-ratio 
fraction in exactly the same proportion, thus making no change in 
the tax ratio. 

Formula 6 may be derived as follows: Assume, for the moment, that e is an 
income rather than an outgo. By formula 3, then, the annual tax on the capita] 

represented by the annual income e is e =a The balance left to the owner is 

Pax 
Dah 

mathematically it makes no difference whether e is an income or an outgo, the 

obviously e—e f 7) or € This capitalized at p percent is te Since 

term or remains intact irrespective of the algebraic sign of e. If eis an expense, 

is the capitalized expense. The tax rate times this capitalized expense 
é 

per 

compounded to the end of the income cycle at the interest rate p is ate 

[(a+p)2714+ (1+p)7?+ ...+(1+p7)+1), the bracketed portion of enioh 
(Fp) tal , 5 : ‘ re eee), 

This entire quantity, i-e., aus 

must now be subtracted from the expression on the right of the equation given 
in formula 5 to obtain the next subformula for X, namely (formula 6), 

simplifies to 

= ws im — 2—m LS Dee rae ae ies ila lier Aint taihnd? | oe 
J; ore" |. 

7 1+ 1 
In this case S= Y—C+T,,(1+p)2-"—e feel and the tax ratio is the 

ratio of X to this quantity. 

EFrrect oF THE PROPERTY TAX ON THE INITIAL FOREST VALUE AND Most 
PROFITABLE ROTATION 

As previously indicated, the initial forest value is the expected future 
net income discounted to the beginning of the income cycle and in the 
case of an even-aged forest equals the soil expectation value plus the 
cost of regeneration. The general formula for this initial forest value 
is as follows: 

e jab GH Na ary sr allls olen Oae 

zi (i+p)*—1 
se 
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Substituting the value for X as given in formula 6 and combining 
like terms, 

n—m Cy Rare: ; GG gm (1 + p)"*— 1 

y+ Toate tL pet 
GED) 

Dividing numerator and denominator by [(1+p)"—1] and simpl- 

fying, | 

Vo ane 

Th n—m __ Cnpamelen 2 i eg ee e ace 

ae Ce 

This last formula for Vp is the same as the original except that X is 
omitted and r is added to the rate of discount, p. Thus the effect of 
the property tax is to increase the rate of discount applicable to the 
expected income by the amount of the tax rate. As the property-tax 
rate increases, the initial forest value will be reduced, other factors 
remaining the same. This is tax capitalization. 

The effect of the property tax at any given rate on the rotation that 
is most profitable from the financial viewpoint, commonly called the 
financial rotation, may be predicted in the case of any managed forest 
for which a money yield table is available. 

The financial rotation is the same whether the forest in question is 
composed of one or of many age classes, since the aggregating of a 
number of age classes in one forest property so as to shorten the inter- 
val between realization of income in no way changes the relation be* 
tween income and investment so long as the investment is assumed to 
equal the cost of growing the existing timber together with interest 
and other carrying charges. Therefore, it is sufficient for theoreticai 
purposes to consider only even-aged forests in which the income cycle 
and rotation are equal. 

An even-aged forest, as it grows older, is expected to increase from 
year to year in realization value, that is, in the sum which could be 
realized by cutting the timber and selling the land. The current 
increase in realization value, less the expense during the period when 
it accrues, constitutes the current net value increment. The ratio of 
this current net increment to the current realization value, expressed 
as a percent, is known as the ‘‘indicating percent.’”’ From the time 
that the timber has a substantial merchantable value, the indicating 
percent drops sharply. The point at which this percent reaches 
equality with the interest or discount rate marks the most profitable 
rotation, since beyond that age any increase in net increment from 
lengthening the rotation would yield less than this interest rate. For 
the same reason a rotation stopping at that point gives maximum 
figures, computed at the accepted interest rate, for the initial forest 
value and the soil expectation value. 

It was shown above that the effect of the property tax is to increase 
the rate of discount applicable to the expected income by the amount 
of the tax rate. Therefore, the sum of interest and tax rate may be 
treated as the interest or discount rate in estimating the financial 
rotation by the use of the indicating percent, provided that in calcu- 
lating the indicating percent the property tax be excluded from the 
annual expense in order to avoid double allowance for this tax. 
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The first step, then, in predicting the financial rotation under the 
property tax is to determine the indicating percent at different ages 
excluding the property tax from the annual expense. The next step 
is to find at what age this indicating percent equals the sum of inter- 
est and tax rate. 

The indicating percent may be approximated with sufficient accur- 
acy for this purpose by means of a formula suggested by Hiley 
(9, p. 159), as follows: 

(Varo Ya—be) 
(Yo+ Wear) 

are money yields at ages a and a+4, respectively, b is the interval in 
years between the ages at which successive yields are shown in the 

Pee ihe 
Bae: 

aes 
Oo 

ei) aie; 40 50 60 70 80 90 
AGE (YEARS) 

ce) 

FIGURE 1.—Curve of indicating percent for second-growth white pine on medium sites in New Hampshire. 
or basic data, refer to part 7, page 239. 

2 
a Im wich amd 1) wv Indicating percent= 

Oo 

INDICATING PERCENT 

iS 

yield table, e is the annual expense, and L is the land value. before 
cost of regeneration. The results obtained by this formula may be 
plotted with values for a as abscissa and the corresponding indicating 
percents as ordinates. The points representing the indicating 
percents at different ages may then be connected by a smoothed 
curve. ‘The point on this curve where the indicating percent becomes 
equal to the sum of interest and tax rate marks the age when cutting 
yields the greatest financial profit, or the financial rotation. 

For purposes of illustration an indicating percent curve is shown 
fig. (1) for second-growth white pine on medium sites in New Hamp- 
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shire. The data used in constructing this curve are those used in 
calculating table 93, part 7. It is evident that if the interest rate 
is 3 percent and the tax rate 2 percent, the financial rotation, indicated 
by the point on the curve where the indicating percent becomes 5 
percent, is 48 years. A reduction in the tax rate to 1 percent will 
increase the financial rotation in this case to 51 years. 

Some general deductions as to the influences affecting the financial 
rotation may be drawn from inspection of the above formula for the 
indicating percent. It is evident that in normal cases the effect of 
both the annual expense, e, and of the land value, L, is greatly over- 
shadowed by the effect of the money yields Y, ‘and Yaoi». Conse- 
quently changes in the amount of annual expense and land value 
would in general have only a small effect on the financial rotation 
regardless of the tax rate. It may also be seen that the curve of the 
indicating percent is likely to decline very steeply, since the term Y, 
is negative in the numerator and positive in the denominator. There- 
fore, changes in the sum of interest and tax rate because of increases 
or decreases in the tax rate are likely to have only a moderate effect 
on the financial rotation. 

FINANCIALLY IMMATURE OLD-GROWTH FORESTS 

An old-growth forest is not, in general, so heavily burdened under 
the property tax as is a cut-over forest. If, however, it must be held 
for a large number of years before the timber can be cut (because of 
inaccessibility, competition with better timber, possibility of flooding 
the market, “and the like), the tax ratio may mount rather high, 
although not so high as frequently happens in the case of a cut-over 
forest. The only difference between an old-growth forest and the 
deferred-yield forest analyzed in the preceding portion of this section 
is that the latter type of forest has a cyclic Income (every n years) 
while the former type has not. Slight changes in the deferred-yield 
tax formulas will make these formulas applicable to the old-growth 
type. 

To start with the simplest case, assume an old-growth forest which 
must be held for & years, at the end of which period the timber is 
entirely removed and the land is abandoned. No income and no 
expense, other than taxes, occur in any year except the last. The 
reasoning involved in the proof of formula 3 applies without change 
except that the initial value (called V’, in this analysis to distinguish 
it from the initial forest value at the beginning of an income cycle, V,) 

equals al ory rather than aa ee This change is, of course, 

due to the noncyclic character of the old-growth forest income, and 
with this change the tax ratio is 

Tak Gs ro GED et Formula 7, van 1 (arene 

en Coe ae 

SS) eos oe eo 
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Formula 7 may be derived as follows: It can be shown by analogy from the 

proof of formula 3 that X= V’o[(1+p+r)*—(1+p)*], and since V’ = any 

DS (O% 2.0) eeaaarce= ae “|. Multiplying both sides by (1+ p)* and com- 

bing the X’s, X|(l-+p)F-+-(1--p-+-7)?—(1+ p) *)]— Vid + p+r)*—C-+ p)*l, or 

US R sei) Fei Xe ee ane $= Cemaene This reduces to formula 7, =! Cee 

In other words, formula 7 is identical with formula 3 except that 
the —1 in both numerator and denominator is lacking, thus denoting 
its noncyclical character. If land is not abandoned following cut- 
ting, but is used to produce a second crop, formula 3 applies rather 
than formula 7. 

Suppose that p=3 percent, r=1 percent, and k=20 years. The 
tax ratio is then 17.6 percent. If k=40 years, however, the tax 
ratio is 32.1 percent; if k=50 years, it is 38.3 percent. The longer 
the period of waiting, the greater the tax ratio. Over any given 
period of waiting, however, the tax ratio is somewhat less than that 
for a deferred-yield second-growth forest. In the case of a 50-year 
period of waiting, for instance, the tax ratios are 38.3 and 44.6 percent, 
respectively. 

Formulas corresponding to formulas 4 and 5 could also be derived, 
but they are not necessary to prove the main point here presented— 
that financially immature old-growth forests, although they partake 
of much the same nature as deferred-yield forests in regard to the 
tax ratio, are at less disadvantage under the property tax. 

OLD-GROWTH FORESTS BEING LIQUIDATED 

If cutting can be commenced immediately in an old-growth forest, 
to be carried on for, say, k years, at the end of which period either all 
of the timber will have been removed and the bare land will be without 
appreciable value, or the residual growing stock will be reduced to a 
sustained-yield basis, the tax ratio will be small. Such an old-growth 
forest is in whole or in part in the nature of a mine. The value is 
depleted from year to year and taxes take a lower percentage of in- 
come than in the case of other wealth. This fact may be proved, 
assuming that the net income each year before taxes is d, and the 
value which the forest would have had if there had been no taxes is 
W,, all other variables being as in formula 1. The tax ratio in this 
case is the ratio of the difference in values of a forest property before 
and after the imposition of a property tax to the value before such 
imposition. If the present value is V’, (to distinguish it from the 

sa yee 

initial forest value, V,), the tax ratio is, in symbols, Yo and is 
0 

equal to the following: 

Wise Wa Fis (Crem PUD) a) 
Wo Gor? te pan) LOGE pas 1 

Formula 8, 
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ah. by definition, the land 

having zero value at the end of the & year period. Simplifying (1+ p)V’i-+4 

Formula 8 may be derived as follows: V’,i= 

Us = 7! Rae) sah +rV’,-1=d, or J eS poe. 

dé V'y-1 , d—rV' 5-2 Wis tans AY Sie ie 
And V'z2=7 = ae eens Substituting for V’,-1 and simplifying. 

d “i di+d+p+r)] 
u 9+ - uf SS 1 T t =) aerate CE a DU ror marae pee | 2 OU) manganese 

Als 1) 2 
Similarly, it may be shown that V’ eee, 

and, in general, bree 

_ d{it+(+ptrn+. ..+0+ptr)m] 
Hors CGF) 

This expression may be simplified to 

_@(tptni-i, 
Me tpt pen) 

In particular 
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Tepes) 
On the other hand, 

ed pe ete tea 1 
Meceegt epee = eee 

sty USED) Eel aes Chie) coat 
to Op pm pas D) 
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Worn Vo 0) Esa ie Diao asia 

Therefore, 

Wo Gap eaa! 
p(1+p)* 

or (formula 8)— 

Worl tei MGnro in) te asap oe 
Wo (1+ p+r)*(p+7)[(+p)*—1] 

If, now, p and r be 3 percent and 1 percent, respectively, as in the 
example under formula 3, and k& be 50 years, the tax ratio is 17 per- 
cent. This compares with 25 percent for the sustained-yield forests 
and 45 percent for the deferred-yield forests under formula 3, and 
38.3 percent for the financially immature timber under formula 7. 
If the virgin forest had been entirely cut over in only 20 years, the 
tax ratio would have been but 9 percent, still further emphasizing 
the tax advantage of cutting a financially mature forest rather than 
of holding it for speculation. The tax ratios for different tax rates 
are shown for three kinds of forests, annual sustained yield, deferred 
yield, and depletion yield, in figure 2. 

CERTAIN MODIFICATIONS OF THE PROPERTY TAX FOR DEFERRED- 

AND SUSTAINED-YIELD FORESTS 

ADJUSTED PROPERTY TAX 

As one remedy for the inherent disability of the property tax when 
applied to deferred-yield forests, it will be proposed in part 12 that 
the required tax payments under the property tax be so adjusted as 
to compensate for the lack of conformity between the sequence of 

q 
ty 
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these payments and the flow of income. This plan would give every 
forest property whose income is deferred for more than 1 year a tax 
that would be less than the usual property tax, the amount of the 
reduction being proportional to the deferment of income. It would 
not give equality in tax ratio between deferred yield and annual 
sustained-yield forests, because in the case of deferred-yield forests 
there are expenses other than taxes which must be paid in advance 
of the receipt of income. The income tax is the only widely accepted 
form of taxation under which tax payments conform to the flow of 

100 

60 

TAX RATIO (PERCENT) 

20 

1.0 5 2.0 
TAX RATE (PERCENT) 

1 DEFERRED YIELD (50-YEAR INCOME CYCLE) 
2 ANNUAL SUSTAINED YIELD 
3 DEPLETION YIELD (50 YEARS) 

FIGURE 2.—Tax ratios under the property tax at differént tax rates for deferred-yield, annual sustained- 
yield, and depletion-yield forests, interest rate 3 RGA no expenses, no thinnings. (Sources of data: 

Deferred yield, formula 3; annual sustained yield, eas and depletion yield, formula 8.) 

income, and even under this tax, if applied to property as a substi- 
tute for the property tax, a difference in tax ratio between deferred- 
yield and annual sustained-yield forests would remain because of the 
expense items in advance of income in the case of the deferred-yield 
forests. The adjustment under the proposed plan would give the 
same or approximately the same tax burden as would be sustained 
under such an income tax levied at a rate equivalent to that of the 
property tax. The adjustment consists in reducing the value to 
which the property-tax rate is applied by that part of the entire 
expected value increment which remains after excluding the rise in 
value due to the payment of expected costs other than taxes. Hence 

101285°—35——5 
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if no costs are incurred and if the value increment accrues in the ex- 
pected amounts, the plan reduces to a tax on the initial value. — If 
annual expenses other than taxes are incurred, however, the tax after 
the first year is something more than an initial value tax. In fact, 
it increases each year by the amount of taxes on that part of the 
preceding year’s increase in value which reflects annual expense 
uy the current yield becomes equal to the current increment in 
value. 

In all cases of a deferred-yield forest managed on a regular rota- 
tion, the tax burden under the adjusted property tax is exactly equal 
to that produced by a tax on the net income from the property at an 
equivalent tax rate. 

The tax sequence is rVo, r(Vo+e), r(Vo+2e), . . . 7[LVot(n—1)e.] 
The sum of these taxes, with interest, to the end of the income cycle is 

Vy SEB pe] CEP ep ali, ve +1]- 
P P 

py dite! brn =n | 
P P Pp ; 

Since 

Ve (ae a Daal 

(l+p)*—1 

x=1] y—o—x—eC 4 PY ty (Creat —ne | 
P Pp Pp 

Vo = b] 

Simplifying the right member X ce [Y—C—X—ne]. 

Cross multiplying and transposing terms (p-+7r)X=r(Y¥Y—C—ne), or 
a 

Formula 9, ee (Y—C—ne). 

This is the identical form of the equation for the income tax with 

a tax rate of one and hence will give the same tax ratio. The tax 
+r 

ratio when an intermediate thinning, 7,,,, is realized is still identical 
with that for the net income tax (formula 2). 

LAND-VALUE TAX, TIMBER EXEMPT 

The complete exemption of timber, leaving only the land value 
subject to the property tax, is a proposal which is discussed in part 
12. A mathematical analysis of this proposal is in order here. 
An annual land tax, rZ, in the case of an even-aged deferred-yield 

forest regenerated without expense, produces a tax ratio equivalent 
to that of an annual sustained-yield forest. The vatue as of the 
end of the rotation (or income cycle) of land-value-tax payments 
is 

rit dp) +d+p). . -C-bp)e 4, on Xn 
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eG» rY 

P prr 
Y—X 

sie) 
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Formula 10, > ee 

Since L= , therefore X= and the tax ratio, 

Annual expenses or incidental income during a rotation cause no 
changes in formula 10. Annual expenses may all be capitalized in 

(efD) feel 
p 

the term e » which must be subtracted from Y to get net 

income before taxes. ‘Therefore 

Vecpaes (acne 7] yx ERa TY 
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Incidental incomes, for their part, must be added to Y, with inter- 
est, to get net income before taxes. Therefore 

eS Oe ec) eae ye) 
(1+p)"—1 p 

and the tax ratio, xX 4 

TTS ae ae 
A regeneration expense, however, does cause a change in formula 10. 

L 

It has been shown that X=rL a or in an even-aged forest 

xX =O, C’ being the cost of regeneration. By 

definition, ae 
Vene2 xX, isis) ell 

v= pes 
0 

UPD 1 

Substituting this expression for Vo, 

eas Feo rer" —o(-+p)*—1) |- 
Cross multiplying and transposing terms, 

| (p+r) X=r| Y—C-« oreo +py"—1) | or 

& | ¥—o-e SFPPS*) _,o(a +p)"=1 
jae 

Since S=Y—O—e ee, the tax ratio, 
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It should be noted that in the above demonstration n measures a 
complete rotation and that consequently V,»—C equals L, the land 
value. If were something less than the rotation, V)>—C would not 
be the land value, and formulas 10 and 11 would not apply. Due to 
the remote possibility of a land tax only, it was not thought worth 
while to derive formulas for cases where n is less than a rotation. 
Such formulas for the combined yield and land taxes are, however, 
derived at a later point. 

DEFERRED TIMBER TAX 

As a second plan for overcoming the inherent disability of the 
property tax when applied to deferred-yield forests, it will be pro- 
posed in part 12 that all of the required tax payments on the timber 
value under the property tax be deferred without interest until 
income from forest products is realized, the loss in revenues being 
made good through payments from a State timber-tax fund. 

The taxes under this plan may be computed from the following 
formulas: 
Formula 12, 

an 

Formula 13, 
es Oey) pee a GSD) he ae XT Via Rene + Tet @tnZl| 5 n |. 

When these formulas are applied to uneven-aged forests with regu- 
lar series of age classes (having k income cycles to the rotation of 
kn years) the land value, Z, is the land value of a corresponding 
even-aged forest with yield equal to kY and cost of regeneration 
equal tokC. In symbols, 

kY—kO—X—eC =P} 
laa) a 

To develop formulas 12 and 13 it is necessary first to consider the value sequence 
of a forest having an initial forest value of Vo, with an annual land tax rL and 
annual expense e. From the nature of this. plan the timber tax is only payable 
in case of a yield, and therefore there is no value increment accruing because of 
the payment of annual timber taxes. Assume that there are no intermediate 
yields, in which case T,,=0. The value at the beginning of the first year is 
Vo, the second year, Vo(l+p)+te+rL, the third year, Vo(1+p)?+(e+rL) 
(l+p)+e+rLl, and the nth year V,(1+p)"-!4+ (e+rZ) (1+ p)*?+ (e+rL) 
(1+ p)7-3+...+e+rL. Each year’s timber tax will be the tax rate times the 
difference between the value for the year and the land value. Hence, the timber 
tax sequence is, 

rVo—rLl, rVo(1+p)+rie+trL) —rL, SS Am Sai el ed EEN ot 
, rVo(1-+p)*!-+r(e+rL)(1+p)*2+r(e+rL) (1+p)*3+. . .+r(e+rL)—rL. 

These taxes summed to the end of the income cycle, without interest, by 
methods for summing series as used in connection with preceding formulas, are 

rVo ae ee (e-+r| SFE" =n |=nrl. 

The annual land tax, rl, accumulated to the end of the income cycle, with 
jp aa Ui 1) 

P 

L= lee: 

interest at the p rate, is r 



FOREST TAXATION IN THE UNITED STATES 69 

The timber and land taxes combined are then 

X=rV, tp" a en rin] C4 BA <n |—nrb-+rn CEP. 

This when simplified reduces to formula 138, 

ary, SEP tet (ptr yi] OEP a |- 
This formula is preferable to formula 12 whenever Vp is known. 
By definition, 

Wi C(ANiese Crp 

ap) eal 

Substituting this value for Vy in formula 13 and simplifying, results in formula 12, 

he Gig CEPT) 4 tet (pt SE —n|- 

Yo= 

ptr 

The tax ratio will be the ratio of either expression for X to 

sige gue Oar i) Licael 
Pp 

A useful expression for the stocked land value of an even-aged 
forest, Vj, with X eliminated and V,—C substituted for LZ, may be 
found by solving formula 13 simultaneously with 

alate allay aioe 

Vai tpi 
This results in 

Formula 14, 

DIFFERENTIAL TIMBER TAX 

As a third remedy for the inherent disability of the property tax 
when applied to deferred-yield forests, it will be proposed in part 12 
that the required tax payments under the property tax be lowered, 
under certain conditions, by reducing the assessed value of the timber 
by a certain percent termed ‘‘the reduction factor.’’? Since, under 
this plan, only the tax on timber is affected, the tax burden will 
obviously lie between a full property tax and a bare-land tax, its 
position in relation to these depending on the reduction factor. Let 
r' represent the ratio of the taxes paid on timber to the value of the 
timber and w the reduction factor. Then r’=r(1—w). The taxes 
under this plan may be © CUE sete from the following formulas: 
Formula 15, 

iw CeO) NN ile Ol Geta & Car pyinnk, 

oO eel pr pie 
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Formula 16, 

X=Vo] A+ptey—atoy |+[ et o—ryz [PEt 

ie lice) iar 
Pp 

When these formulas are applied to uneven-aged forests, the land 
value, L, is the land value of a corresponding even-aged forest, as 
explained in connection with formulas 12 and 13. 

Formulas 15 and 16 are derived as follows: The tax the first year is (r—r’)L 
+r’Vo, the second year (r—r’)L-+r’ Vol a Pohie anes Aor the third year 
(r—r')L+r’VoAitpt+r’)?+r’[(r—r’)L+e]+p+r’)+r’[(r—r’)L+e], and the 
nth year ae ane Va oar BPA a ga Canzone [(r—r’)L+ 

CGS Date ee ta et) tel 
Assume that there are no intermediate yields, in which case 7,,=0. These taxes 
accumulated to the end of the income cycle at the p rate of interest, by methods 
for summing series as used in connection with preceding formulas, are 

a 
(r—r')L+e_-+p-+r')»—(+p)"_ (+p)*—17 

a al r p | 
Simplifying 

If p)*—1, (tp tr) — n X=VolQtptr')-— (+p) 1+ rr) L[ SEB Crp" 

Re eee. (tp+r)=—(ltp)" [ES], 
Pelt Daivte ptr’ 

or 

X=Vol+ptr’)*—(+p)"14+ Sapte) Nt eo tp tr) 

_,tp)e=1. 
Pp 

Collecting similar terms results in formula 16. 

K=Vol(t ptr’) (+p) 1+le+ 1) Z) PEEPS ESB), 
This equation is simpler than formula 15 and is preferable wherever Vp is 

known. 
Formula 15 is derived by solving formula 16 and the initial value formula, 

Y—C—X-—e 

Gap 1 

Cee ciel 

io P 

simultaneously for X and Vo ; 

X= Vol tptr')9— (+p) I+ Pat ptr) 
Cle) Pm ll 

Pp 

Cea 
Pp 

X=—Vo[(1+p)*—1]+ Y—C-—e 
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Subtracting these two equations, 

O=Vel(1t ptr’)»— 14+ [+ ptr!" 1-Y+6, 
or 

y—c- SF a +ptr/)9—-1 
on CFE ST 

which becomes SL CiN Wane (r—r')L+e ee 
Cpr nae 

Substituting this value for Vo in the second equation for X above, 

Y—C (r—r’)L+e Gepm)esi 
2 er ae SE lat 9-114 Y-c-6 ; 

This reduces to 

a _ (Gsrpp@)e=1 _er'—p(r—r')L  (+p)*—1 x=(y-0)|1 Cel et ee 

which is the same as formula 15. 

The tax ratio will be the ratio of either expression for X to 
i nm] OS ee. 

Theoretically it is possible to construct a formula showing the rela- 
tionship of the various factors to give the precise reduction factor 
which, if applied to timber only, would result in the same tax ratio as 
an income tax or tax on net yield. 
Formula 17, below, is an expression of this relationship: 

[ pC) pp Y—C-ne) +L +p )"—r [tp tr’) 

+| Y-0-5 (Y¥—C—ne)—(e+pL) CPPS ate te ye 
tic a0 te ay (l+p)"—1], -| @—O0+p)"— 5h P—C—ne)— (e+ ph) |, 

r 
ae is Mis silts ai (nD) eae SE SON NIE) ie re OUD Se 

Formula 17 may be derived in the following manner: As previously stated, the 

income tax formula is X = a (Y—C—ne). 

According to the above assumption the tax under the differential timber tax plan 
must equal this income tax. Hence 

‘ (1+ p)*—1 SN Cth hc ta (ap eeel 

p+r (a arr) el Patni p 

Simplifying and collecting the terms containing the unknown, r’, to the left 
member of the equation the formula reduces to formula 17 above. 

It may be noted that the unknown, 7’, in formula 17 occurs in the 
three terms of the left member in the following forms (1+p-+7’)”, 
r’(1+p-+r’)”, and r’. While these are somewhat complicated 
relationships, it is possible to determine values for 7’, when all other 
factors are known, which will give a value equal to the right member 
of the equation to as great a degree of accuracy as desired. Then 

(Y—C—ne) =(Y—C) E = 
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the reduction factor is determined by the simple relationship, 

= 1—*. 

Values for w were obtained under a wide range of conditions, and 
it was found that the variable which had the predominant influence 
in determining these values was the length of the income cycle. The 
longer the income cycle, the greater was the true exemption rate. 
Accordingly, these values were averaged by means of a curve based 
on length of income cycle. Using this curve as a guide, approxima- 
tions of the values of w were then made for various ranges of income 
cycles for practical application. They will be given in part 12 in 
connection with the discussion of the plan. For practical reasons, 
which will also be explained in connection with the plan, the reduc- 
tion factor is hmited to a maximum of 50 percent. 

YIELD TAX 

YIELD TAX, WITH AND WITHOUT LAND TAX 

In the agitation for the yield tax, which has been going on now since 
the beginning of the century, the yield-tax rate was intended to be 

so adjusted that the tax ratio 7 

obtained. That is, the yield tax was to be an equivalent of the 
property tax on an annual sustained-yield forest. It has been found 
impossible to obtain this result without assuming, contrary to the 
fact, a constant ratio of net to gross income in forest investments. 
This is due to the fact that the yield tax is based on gross income, 
while the tax ratio is based on net income. 

If the yield tax rate is s, there are no intermediate thinnings, and 
the only expenses connected with the forest are the annual expenses, 
e, of administration and protection and the cost of regeneration, C, 

GD) Saal 
P 

would be as nearly as possible 

the net income is Y)—C—e » and the tax ratio under the 

pure yield tax is 

x side tae 
Ss VG aie 

Formula 18, 

If s=20 percent, for instance, and e orp +¢ is 20 percent of 

leek Vs SY , Y, then the tax ratio is 0 80Y = 2° Percent. 

Suppose that, in addition to a yield tax, a land tax were imposed 
at the property-tax rate, the trees being exempt. The part of the 
total tax due to the yield tax is sY, while that due to the land tax is 

riot Pr—. Hence 

A=sY4rL AC Sroe 2 see and 

sYtrL Oren 

Formula 19, S y_o_, Geert 

1: Awd ei elieca diane ~ 
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For an even-aged forest that part of the total tax due to the land 
tax is, according to the proof of formula 11, 

| ¥—sY— cls OF PS* | rca +p)"— 1 
WE KMD a eRe 

Simplifying and combining this with the yield tax, sY, the total tax is, 

ps¥ +o] Y—OU+p)"—e ee] 

P x pace 

Since S= Y—C— eer, the tax ratio= 

ps¥ +] Y— C(1 + pyre 
ter tT 

ge | epee 1 

This formula has the advantage of not containing LZ, but is applicable 
only to even-aged forests. 

Theoretically it is possible to construct a formula showing the 
relationship of the various factors to give the precise yield tax rate 
which, together with the land tax, would result in the same tax ratio 
as an income tax (tax on net yield). 
An expression of this relationship is 

Formula 20, 

RE Ly a ie 

Formula 21, — ga-PtT _________P__. 

Formula 21 may be derived in the following manner: As previously stated, 

the income tax formula is ST LAG Ge C—ne): 

EKquating this with the expression for the yield tax, 

)r—1 a Atak gion ee sp) aol ea C—ne)=sY+rL 5 

Simplifying and solving for s this reduces to formula 21 above. 

Kquating the expression for the income tax, gag —C—ne), 

and that for the total yield tax for an even-aged forest, 

psY+7) Y—C(1 +p) el EP 

Diath 
the relationship is 

€ n , (C+2)tG-+p)"—1]—ne 
&=— ° oe EE ae aE ® Formula 22, ; 
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This formula does not contain the term Z, the land value. For 
practical application it seemed necessary to set up a corresponding 
general formula for s. Assume k income cycles of n years in each 
rotation. Hence the length of the rotation is kn years, total yield, 
kY, and the total cost of regeneration, kC. Then 

Formula 23, 

, P-O-nott-+py—1-] EY -kOC + pe P| Lp 
SY””COp erp) —1— rk +p)" 1) fas 

Formula 23 may be derived from formula 21 by eliminating L, the land value. 
By definition, 

kn — 

AS file Ed 
L= @E=n =a Ce 

The total yield tax for the even-aged forest is 

kn 

Kaye bak are. 

Eliminating X in these two equations, the value of L is determined— 

kn 

kY—EO(1+p)*°—kY¥s—e CEP 
ptr (Epi 

Then substituting this value for Z in formula 21, 

L 

r r aye, tp) t=1] +7)"=1 
$= 

Simplifying and solving for s, this reduces to formula 23 above. 

(Y¥—C—ne)[(1+p)**—1)—[ kY—bC +p) FP J tp) 1] 
7 CA WICG ep)? Ul ae) 

Values for s were obtained under a wide range of conditions, and 
it was found that in cases where the income cycle is the same as the 
rotation (even-aged forests) it is impossible to pick out any factors 
which have a predominant influence, since the result is likely to vary 
materially with changes in any of the conditions. If even-aged 
forests are eliminated from consideration, the property-tax rate and 
the rotation still have a pronounced influence on the value of the 
yield-tax rate, but the other factors have relatively little effect. 

In connection with the discussion of the yield tax in part 12, there is 
a table showing, for different rotations and property-tax rates, the 
range of values for s under a number of representative assumptions 
(table 150). There is also a table giving the average values for s 
under the same assumptions when the income cycle equals one-half 
and smaller fractions of the rotation (table 151). 

ae — 

SPECIFIC TAX WITH YIELD TAX 

Formulas 19 and 20 apply to cases which combine a yield tax with 
the ordinary property tax on the value of the land alone. In anumber 
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of States, however, a yield tax is combined with a specific tax of so 
much per acre on the land. The tax ratio in such States obviously 
varies with the land value per acre, the ratio being high for a low value 
and vice versa. If ¢ is the specific tax, then the tax ratio may be 
derived as follows: 

The part of the total tax due to the yield tax is sY, while the part 
due to the specific tax with compound interest to the end of the income 
cycle is 

t{1+(1+p)+(1+p)?+- + -+(1+p)""4], or ioe 

Total taxes are then X Ea yun Cia al 

Seen Y C6 = 

sY+t 

Kero 
P 

Cle) te 
p Formula 24, the tax ratio= 

WO 

A common combination of rates is 10 percent on yield plus 10 cents 
an acre each year. If it be further assumed that n=50 years, that 

Cea), When Gan, ae 
cent, then the tax ratio is 35 percent. This is approximately the same 
as a l-percent tax on value throughout a 50-year income cycle (ex- 
ample under formula 3). The initial forest value, under these 
conditions, using the following formula, 

=20 percent of Y, and that p=3 per- 

i pe A) ae 
PD t 

TaN, 

Cleo) ei Pp 

is found to be $9.60. If S were $100, however, the tax ratio would be 
only 24 percent instead of 35 percent, and the inital forest value would 
be $22.50. Whether or not the combination tax is favorable to the 
owner depends, therefore, on the comparative productivity of the site. 
An owner of the best land is taxed more lightly in proportion to value 
than are other owners. 

The arbitrary and irrational nature of the fixed annual tax may be 
illustrated by two examples, the foundation data of which are drawn 
from an earlier publication (10). 
Hardwoods will yield 6,000 board feet per acre every 100 years, 

provided the timber ‘s cut clean, and 6,000 board feet every 60 years, 
provided care is used in logging to leave the small trees standing. In 
both cases, the average stumpage price is computed as $6.50 per 
thousand, or $39 for the total yield. But an annual tax of 10 cents 
an acre compounded at 5 percent for 100 years equals $261, and for 
60 years, $35. Obviously, a 10-cent annual tax is confiscatory in 
either case (10, pp. 51-56). 

The situation of jack pine may now be considered. The following 
statement occurs on page 56 of the bulletin referred to above: ‘‘ With 

Vo = 
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no more than mere protection against fire, young jack pine stands will 
almost certainly yield 20 cords per acre within 40 years.” With a 
$2.50 stumpage price, the value of the total yield will be $50, while an 
annual tax at 10 cents per acre compounded at 5 percent for 40 years 
equals only $12, leaving an ample margin for yield tax and other 
expenses. 

APPLICATIONS 

The formulas for taxes, tax ratios, and the like, which have been 
developed in this chapter are applied in succeeding parts of this report. 
The different tax methods are compared in part 12, tables 159 to 162, 
by means of examples which involve the use of these formulas. 
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INTRODUCTION 

From the earliest colonial settlements down to the present day the 
chief financial reliance of the American Colonies and States and their 
various subdivisions has been upon the property tax. ‘This statement 
still holds true in spite of a recent decline in the relative importance 
of the tax. The special problem of forest taxation is essentially 
a property-tax problem, and it is therefore necessary to give special 
attention to this tax. 

The property tax is a direct tax levied annually, usually at a 
uniform rate within a given taxing district, on the assessed value of all 
taxable property within that district. During the early history of 
the property tax so little property was exempt from the tax that it 
was given, and well deserved, the name of ‘‘general property tax’’, 
meaning a uniform tax on all or virtually all kinds of property; in 
recent times so many classes of property have been removed from the 
tax base that the term ‘“‘general’’, in this sense, does not always seem 
appropriate. 

The name ‘‘general property tax” is now commonly used, as by 
the United States Census, to distinguish the direct tax upon real 
estate and upon other property treated by the same methods as real 
estate from ‘‘special property taxes’’, frequently imposed, by methods 
different from those applied to property generally, upon public- 
utility companies, banks, savings banks, insurance companies, and 
other corporations. This terminology is followed in the present 
report. 

In this report the term “‘property tax’ is used in its broadest 
sense to include all direct taxes upon property, whether general or 
special. The present part, however, concerns itself only with the 
general property tax as commonly applied to real estate and personal 
property subject to it. Special property taxes do not ordinarily 
come within the field of the forest-tax problem. Special modifications 
of the property tax with reference to forest property are examined 
later in this bulletin (pt. 9). 

q7 
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The property tax is provided by statute for the purpose of enabling 
the States and the counties, cities, towns or townships, and other local 
jurisdictions to obtain the revenues necessary to their needs. The 
law determines what classes of property shall be .axable and what 
shall be exempt and prescribes a mass of administrative details. 
About the only legislative discretion left to the subordinate bodies 
is the power to fix the tax rates which shall be applied within their 
respective jurisdictions. The selection of assessors, collectors, and 
other administrative officers, and the actual work of administration, 
however, are almost wholly in the hands of either the towns or the 
counties, although there is a certain power of supervision and control 
lodged in the State tax commissioner or similar officer or board, the 
extent of which control varies greatly among the States. 

In the operation of the property tax there are three distinct 
processes: Assessment, apportionment, and collection. 

Assessment is the discovery and valuation of all taxable property 
of each person lable to the tax, within the assessment district 
(usually county or town) as of a certain date each year. A list is 
prepared for each taxpayer, showing in more or less detail the descrip- 
tion and value of all his taxable property. Assessment includes 
review of the original assessments by a local board whose function 
is to hear and settle appeals from any taxpayer who may feel that his 
property has been wrongly assessed. The tax lists, as corrected, 
are combined to form the town or county list (as the case may be), 
which contains at the least either a list of the names of all taxpayers 
in the town or county with the total value of the property assessed 
against each or a list of properties with their values. 

Where the assessing district is the town, each town next reports the 
total amount of its tax list to a county board, known as the county 
board of equalization, except in a few States, where the town lists 
are reported to the State board of equalization. The principal duty 
of the board of equalization is to determine after investigation 
whether the assessment in the several towns in its jurisdiction has 
been performed according to law, particularly whether the total 
value of property as assessed is equal to the full true value in each 
town. The board makes such changes in the town valuations as, 
in its judgment, will make the ratios between assessed and true 
value the same in all the towns. 
Having corrected the lists of such towns as in its opinion require 

revision, the county board makes up its county tax list, which is a 
list of all the towns with the total assessed value of the ‘property in 
each town. The total for the whole county is then reported to the 
State board of equalization or corresponding board or official. This 
board performs, with respect to the several counties, the same process 
of equalization as has just been performed by each county board with 
respect to its towns. 

Where the county is the original assessment district, there is obvi- 
ously equalization only by the State board. 

The final result, after the State board has made its revisions, is the 
State tax list, showing the total assessed value of property in the entire 
State as distributed among the several counties. 

The reason for equalization is that, as will presently appear, the 
county and State taxes are to be apportioned among the towns and 
counties in proportion to their respective tax lists, and any town or 
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county which undervalues its taxable property or, more precisely, 
undervalues it in greater degree than the average of all the towns or 
counties is thereby escaping a part of its share of the county or State 
tax and correspondingly burdening the other districts. 

The next step is the apportionment of the tax. Each taxing district 
decides what amount of income it must obtain from the general prop- 
erty tax; this amount divided by the total assessed value of the taxable 
property within its jurisdiction gives the tax rate for that particular 
unit. The tax rate applicable to any given property will be the sum 
of the rates of all the jurisdictions by which it is taxable. 

The final act is the collection of the tax. In some States each town 
and county and the State has its own collector. The taxpayer may 
thus receive two, three, or more separate tax bills and make as many 
separate payments. In other States the entire tax is collected by the 
town or county collector, who then distributes its proper share to each 
jurisdiction concerned. 

The reader should be reminded that the foregoing is only a very 
brief sketch, intended to be typical rather than descriptive of any par- 
ticular State, and that very many modifications are to be found. 
There are certain States in which the State government has given up 
all share in the proceeds of the general property tax. The process of 
apportionment is not always carried out in all the refinement here 
described, and in two States an entirely different method is employed. 
There are States in which certain of the tax rates are fixed by statute 
in advance of assessment, so that the assessment determines the 
amount of the yield. Various matters of detail will be discussed in the 
following sections of this report. 

It is a matter of common knowledge that the property tax, as 
employed in the United States, has developed serious imperfections. 
In view of the heavy reliance of the State and local governments upon 
the general property tax and the fact that this is the chief form of tax- 
ation applied to the forests, it becomes essential to examine critically 
and in detail the present operation of the property tax in the United 
States with special reference to its impact upon forest property. 

ASSESSMENT 

MEANING OF ASSESSMENT 

Assessment is the heart of the property tax, since it determines how 
well or how poorly the burden of the property tax is to be distributed. 
The assessment consists of two parts: (1) the listing of taxable prop- 
erty, and (2) the discovery of the value of each parcel listed. The 
listing, though frequently very difficult in the case of personalty, is 
comparatively easy for forest or other real property. The chief prob- 
lem of forest assessment is therefore concerned with the valuation 
rather than the listing. 

As will be developed at greater length (p. 100), the value of anything, 
as that term is defined in economic science and generally employed in 
the tax laws, is the quantity of some other thing that would be given 
in exchange for it, this quantity being almost always expressed in 
terms of money. 

While all States require the assessor to find the value, certain 
States instruct him to reduce the value so found by certain arbitrary 
percentages before entering it on the assessment roll. In Alabama 
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the laws provide for assessment at 60 percent of the full value, in 
Minnesota 33% percent (for the class to which forest property belongs), 
in Montana 30 percent (for the class to which forest property belongs), 
in North Dakota 75 percent, in Vermont 1 percent, and in Wash- 
ington 50 percent (38, pp. 153-161; 50). In Arkansas the State tax 
commission is authorized to file with the assessors annually a cer- 
tificate showing percentage of market value to be used in assessment. 
These are the only exceptions to the rule that 100 percent of rural 
real estate value is by law the value to which the tax rate must be 
applied. And even in those States which are the exceptions, it is, as 
noted above, the duty of the assessor to find first the full value and 
then apply the legal percent. 

ORIGINAL ASSESSMENT 

ORGANIZATION 

ASSESSMENT DISTRICT 

The process of assessment is prescribed by the constitutions and 
laws of the several States. These provide for assessors and for some 
method of review of the acts of these assessors. Each State is divided 
into assessment districts, within which one assessor or board of 
assessors is responsible for the valuation of all property not exempt 
by law from the property tax or not assessed by a State board. Public 
utilities are generally assessed by a State board, and mines are some- 
times so assessed. 

In the New England States, in New York, Pennsylvania, and New 
Jersey, and in the North Central States of Michigan, Wisconsin, 
Indiana, Illinois, Minnesota, Iowa, Missouri, North Dakota, South 
Dakota, Nebraska, and Kansas, the town or township is the assess- 
ment district. In some of the above-mentioned North Central 
States there are county officials who supervi-e the township assess- 
ments. In Maine the northern part of the State is without town 
organization and is constituted a single assessment district in which 
the assessment is made directly by State officials. In New Hampshire 
and Vermont certain unorganized towns are likewise assessed by 
State officials. In 28 States, including all of the Pacific and Rocky 
Mountain States (excepting in the two Washington counties which 
have township organizations), and in all of the Southern States, the 
assessment district or unit is the county, although in a number of 
States where the county is the legal unit the work of assessment is 
actually done by townships (38, pp. 163-161, 147-152; 60). 

Where the township is the assessment district, the boundaries are 
sometimes so chosen as to include a large area of uninhabited forest 
region. As much as 600 square miles are assessed annually by one 
of the township supervisors in Michigan, whereas the ordinary 
township is only some 36 square miles in area. 

In Michigan incorporated villages are assessment districts of 
themselves, overlapping and included within the township assess- 
ment district. As a result, village property is subject to two inde- 
pendent assessments—upon one is applied the village tax rate, and 
upon the other the combined State, county, township, and school- 
district tax rate (83, Rept. 16, p. 8). In Connecticut 2 of the cities 
and 2 of the boroughs, not consolidated with towns within which they 
are located, are assessment districts, making assessments entirely 
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independent of the towns. Thus, the taxpayer may pay taxes on 
two different valuations of the same property.” As for Cali- 
fornia, where the county, as already noted, is the unit of local tax 
administration, 165 of the 268 cities in the State make their own 
independent assessments of property within their borders upon which 
to levy city taxes (12, p. 122). 

ASSESSOR 

In New York, New Jersey, and all of the New England States, the 
assessing is done by town boards of assessors, while in Delaware, 
where the assessing unit is the county, there is a county board of 
assessors. In all other States, except Alabama, Georgia, and North 
Carolina, the responsibility for the original assessment in a given 
district is with a single assessing official. In some counties in States 
having a county assessor, the actual practice may be little different 
from that which prevails under township assessors. In Tillamook 
County, Oreg., for instance, it was found that the county had been 
divided into districts, each having a deputy assessor of its own respon- 
sible to the county assessor. This system did not work well, and 
when there came a demand for a complete reassessment, it was made 
by the assessor himself. 

In Alabama the county assessor is little more than a clerical officer, 
receiving the lists submitted by property owners and preparing the 
assessment roll. Each county commissioner assumes responsibility 
for fixing the assessed values in his part of the county. In most 
instances the assessed value of real property is carried forward year 
after year at the same figure. It is the custom for a commissioner to 
recommend an increase or decrease in assessment only when he ob- 
serves, or has brought to his attention, a property that has markedly 
changed i in value. 

In Georgia the county tax receiver performs the first official func- 
tions in preparing the assessment. As the name implies, he is a 
sedentary official who at stated times and places receives tax lists 
from the taxpayers. He assembles these lists and presents them to 
the county board of tax assessors, likewise a sedentary body, which 
makes such changes as it chooses. He also presents, or is supposed 
to present, the lists to the grand jury, which also may make such 
changes as it chooses. These latter changes do not affect the current 
year’s assessment, however, but must be taken as a guide for the 
next year’s assessment. The law provides: 

If the taxpayer shall return his property below the valuation made by the 
grand jury, the receiver and taxpayer each shall select an arbitrator, and these 
two shall select an umpire to whom the question of valuation shall be referred. 

-Another arbitration tribunal is permitted with respect to the work 
of the county board of tax assessors. The responsibility for the 
assessment in Georgia is evidently very much divided. 

In North Carolina the county commissioners appoint the assessor, 
generally choosing either the register of deeds or the county ac- 
countant. The register of deeds is an elective official, while the 
county accountant is appointed by the commissioners. The com- 
missioners also appoint the local township assistant assessors or list 

18 Com. Statutes, 1926 (Pub. Doc. 48), p. 201-202. 
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takers, who are thus responsible to both the county assessor and the 
commissioners. The county assessor seldom views property and is 
seldom called upon to exercise his judgment. His chief function is to 
compile the returns sent in by the list takers for presentation to the 
county commissioners. 

In all but four of the remaining States the assessor, or assessors, 
are elected by the voters of their districts. In Kansas the township 
assessors are appointed by and work under the responsible direction 
of the county commissioners and the county assessing officer; in 
Delaware and Maryland the county assessors are appointed by ‘the 
county levy court or county commissioners; while in South Carolina 
the county assessors are appointed by the ‘governor. 

The assessor’s term of office is generally from 2 to 4 years, although 
in four States (Maine, Michigan, South Dakota, and Wisconsin) the 
assessor is elected for only 1 year (41, p. 74). 

The rural assessor usually receives little better than laborer’s 
wages. The following examples are taken at random: (1) The three 
selectmen in Loudon, N. H., were paid an average of $115 apiece in 
1927 for their combined services as selectmen and as assessors; (2) 
the assessor of Grays Harbor County, Wash., a rather populous and 
wealthy county with both rural and urban property, was paid a salary 
of $2,196 in 1927; (83) Minnesota provides by law that a township 
assessor shall receive $4 for each day employed in assessing; and (4) 
Georgia establishes a fixed wage of $3 for each day the ‘‘receiver of 
taxes’ is occupied with his assessment duties. In Washington it was 
found that the county assessor of one of the counties was also the 
county treasurer, and he received only $1,500 per year for performing 
the duties of both offices. As the county commissioners would not 
reimburse him for his traveling expenses, this county assessor was 
necessarily a sedentary official and readily admitted never having 
been in the western part of his county. 

Frequently a piece-rate system of compensation is employed. In 
Arkansas the assessor receives 20 cents for each name listed on his 
roll, while in Missouri and West Virginia the assessor is paid on a 
sliding scale—the more names listed the less the rate per name. 

A variant of the piece-rate system of compensation is employed in 
still other States; i. e., the greater the assessed value, or the greater 
the taxes levied, the ereater the compensation. In Texas, for in- 
stance, the assessor is paid a commission of 5 cents on each $100 of 
the first $2,000,000 valuation, 2.25 cents on each $100 additional up 
to $5,000,000 valuation, and 1.7 cents on each $100 of the balance. 
In addition, he receives 5 cents for each poll listed. In Alabama, on 
the other hand, the commission is based on taxes levied (26, pp. 343- 
845). 

The law fixes no special qualifications for the assessor, except that 
he must be a voter residing in the assessment district. There are 
assessors of all degrees of competency. ‘The wide variations found 
in the character and the quality of the assessors themselves furnish 
in large part the cause of inequality in assessment methods and 
results. In general, neither knowledge of valuation methods nor 
sometimes even rough and ready familiarity with local values is re- 
quired as a qualification for the office of assessor. A community 
does not demand or expect high standards of its assessor. 
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Duty or ASSESSOR 

The laws of all of the States excepting Wisconsin provide, as the 
very first step in the assessment procedure, that the taxpayer submit 
to the assessor a list of his taxable property. In Nebraska this 
provision of law applies only to personal property, and in New York 
only to corporations (37, pp. 1538-161; 50). In a majority of the 
States the law provides that, if the taxpayer fails to submit a list, 
the assessor shall list his property and add to the value a certain 
amount, varying from 5 percent in Mississippi to 300 percent in 
New Hampshire, the more common additions being 25 percent and 
50 percent. ‘The filing of lists by the taxpayer does not constitute 
assessment; such lists are merely information to aid the assessor. 
Making use of these lists and all other available information, it is the 
duty of the assessor to prepare what is usually called a ‘‘tax list”’, 
‘‘assessment roll’’, or ‘grand list’”’ covering all of the property within 
his district. This list is to contain the names of the property owners, 
a proper description of the property which they own or control, and 
the value of each property. In many States having the county- 
assessment system, the clerical work involved in listing property is 
done by an official other than the assessor, leaving the assessor the 
important duty of making the actual valuations. 

In making the valuations the assessor may or may not be aided by 
data furnished by the taxpayer. In any case the resulting assessment 
or valuation is intended to represent the personal judgment of the 
assessor. The State statutes often specifically provide that the 
assessor shall exercise his judgment. The laws of Washington pro- 
vide that the assessor shall value each property ‘‘at such price as he 
believes the same to be fairly worth in money at the time such assess- 
ment is made.’’!* The laws of Maine say that ‘‘the assessors shall 
ascertain, as nearly as may be, the nature, amount, and value of the 
estate, real and personal, for which in their judgment the owner is 
liable to be taxed . . .” (82, sec. 75, ch. 10, 1927, ».72). In Delaware 
and Wyoming also it is provided that the assessor’s judgment shall 
govern the assessed valuation (41, p. 27). The Supreme Court of 
Michigan has stated that— 

the listing of property is clerical, but the ascertaining and determining its 
value is judicial, requiring the judgment of the supervisor under his oath of office 
and cannot be dispensed with in making a valid assessment roll. 

In every case the legal assessment is the work of the assessor, who 
is responsible for determining the total value of property to be 
assessed to each taxpayer. The law generally gives the assessor 
ample power to demand all necessary information from the taxpayer 
or from other witnesses. 

In spite of these laws and court decisions, the assessor frequently 
shirks his duty of exercising judgment. Many instances of particu- 
larly incompetent assessors were found in the course of this investiga- 
tion. In one Minnesota township the assessor stated that he was 
simply copying the rolls of the previous assessor, that he was tired of 
the job, that everybody was hounding him for lower assessments, and 
that he was going to give it up. 

14 Washington Revenue Laws, 1926, pp. 61-62. 
18 Woodman v. Auditor General, 52 Mich. 30. 
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In an Oregon county, which is among the leading counties of the 
State in quantity of standing timber, the county assessor admitted 
that he knew nothing of timber values. The actual field assessing 
had been done by local deputies who were instructed to keep out of 
the timber and assess only the improved properties. The taxes were 
calculated and extended on a contract basis, and it was said that the 
original contractor sublet much of the computations at one-half the 
price he received for them from the county. ‘Thus the county asses- 
sor had little personal contact with the assessment roll and very little 
personal knowledge of property in the field. 

In contrast there are assessors who have long been leading and 
highly respected citizens of their community. ‘These assessors feel a 
real sense of responsibility to the community and devote a large part 
of their time to study of local property values. Such assessors do 
not do a perfect job of assessing, but they probably do as well as the 
conditions laid down in the law and the funds at their disposal permit. 

TIME AND FREQUENCY OF ASSESSMENT 

It is the duty of the assessor to value rural real estate, including 
forest property, annually in 27 of the States. In 8 States, ’ Arkansas, 
Iowa, Minnesota, Mississippi, North Dakota, Oklahoma, "Tennessee, 
and Washington, a reassessment of real estate is made only every 
2 years; in Pennsylvania every 3 years; in 7 States, Illinois, Indiana, 
Kansas, Nebraska, North Carolina, South Carolina, and ‘Vermont, 
every 4 years; in Maryland and Virginia every 5 years; in Ohio every 
6 years; in Connecticut a general reassessment every 10 years; and 
in Delaware the frequency of the assessment varies with the county. 
In all of the States excepting Oklahoma the value of new improve: 
ments is required to be added to the assessment annually. In 
Oklahoma this is only required biennially. 

The work of assessing is generally regarded as a part-time job; 
it is almost invariably so in rural districts. In afew States, as already 
noted, it is even added as an extra duty to the responsibilities of some 
other office. The work is usually done hurriedly in the spring months. 
Colorado is the only State in which all of the assessors are expected to 
make and revise assessments over a period of 12 months, although a 
number of cities maintain an all-year-round assessment service. In 
19 States the assessment must be accomplished in a period of 3 months 
or less. As Maine, Michigan, South Dakota, and Wisconsin have 
town assessors elected annually, and the town elections are held in 
the spring, the assessors in these four States are forced to begin their 
assessing immediately after election. For this reason they are likely 
to begin without adequate preparation and training, and as they may 
not be reelected to office, the whole business of inventorying and 
valuing property is suspended from June, or when their roll is finished, 
until the following spring. The assessment dates and the periods 
allowed by law for assessment in 1931 are given in table 21. 

————SSa_—==~~—= 
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TaBLe 21.—Assessment dates and periods allowed for assessment in 46 States, 1931 

State Assessment date Period State Assessment date Period 

Months Months 
JAMKanISAS = pee aoe o/c 0 pp Rn a, he ERS Pon OTeZOne asses lnas March, first Monday -- 6 
EL ORL Gee eee ie COWRA ae ee ae 6 Colorado-..----- PAST os eae A I ee 12 
Geonaiaeaee |e dole A ote es ay || LUMO oe loo AG Te acon Aaa! SUE 2 
VELON iE Wicca cee Si ee Oke a yn Aa 3 TATE Wa aR a a Oa Tg Oa 4 
Wouwisianaee seen |e Leta 5 eA et 4 Massachusetts_-_|_____ TORN ss eS LA 8 
INi@via ae ee | eee On 2h ee ee 6 INebraskal eee =) | psoas Clones AN 2% 
New Mexico-----|----- GOR ee 3 New Hampshire-|_-____ CON SES 3 
North Carolina-__|_-.-- LON oe I te 1% || North Dakota_--|_____ CO Ko peek UNIMON UR IRS Arvo 2 
Glahomaess ves eels (Gk) amie MishaS naga, aL 3 AT ON ELIMOM Gea ee tes ee we elroy A i ah es SA 2% 
South Carolina-_-_|_---- (a (oe a De as eee Se 6 Wyoming__._----|____- GOW E a NE TNS 3 
Sl Nab eases eee a eS Aaa Oe ae hae CNET 4 Michigan_____.-- April second Monday 2 
LO SRIEY Ys (ee Rs CEL al a Coy Ses 4 OPTOMA AN NS 3 
Watepicite = see Meee Gove bee ae 8 Minnesota----.-- May 1 BL ESTA AUR SEN ep TURE 2 
West Virginia-__-_|_---- GOSS Sie tN Lene 5 South Dakota---|_-.-- C6 Ka aed a A aga 2 
Arizona ene January, first Monday- 41% || Wisconsin____---|_._-- GORA ANE 2 
Tennessee__----- Deere OB Peirce ge ee 4% || Missouri_______-- TUT eS 7 
danowa sees January, second Mon- 342 || Rhode Island____| June 15_-_-_-___________- (1) 

ay. Kentucky~-__---_ Dipalsyeg ees MAUS oa ree Ge a 4 
Mississippi-__-_--- ARG Lo Salle see area nepemca sons 5 New York_-___---|_---- COM URNA nae 1 
indiana TALE gap eae pet Ce a eh 3 Pennsylvania__._._ September, second 
IAN GASB ONE ae (0 yaaa a VR Ds IY 2 MONG aye ee 4 
Washington_-___-|__=-- GOS aks Lecter 3 Alabama____---- OCt SEO i MM Se 6 
California__._---- March, first Monday--- 4 New Jersey.-__--|_---- GOR BUR esa 34% 
Miontanaseess == |eaoae re a ed i eae 4 Connecticut___-_|_---- (Go eile SN aa ene 344 

1 Not specified. 

In Delaware and Maryland the dates of assessment vary locally 
among the counties and vary from year to year; however, the assess- 
ment usually takes place in the spring months. 

The date of assessment is usually arranged so that crops are not on 
the farm to be taxed, for it will be noted from the preceding table that 
all but six States have assessment dates prior to July 1. Of these six 
States, Alabama, Connecticut, and Kentucky expressly exempt agri- 
cultural products in the hands of the producers (50, pp. 7, 57, 140). 

METHODS OF VALUATION IN USE 

There are almost as many methods of assessment in use as there are 
assessors, but certain typical devices are constantly found, among 
which the following are especially deserving of examination: (1) Use 
of sales, maps, surveys, and timber cruises, (2) employment of ex- 
perts, (3) land classification and uniform per-acre assessments in each 
class, (4) copying or making horizontal changes in the previous year’s 
assessment roll, (5) use of minimum and maximum values, and (6) 
intentional discriminations. Each of these practices is discussed at 
some length below. 

Sates, Maps, SuRvEYs, AND TIMBER CRUISES 

Many assessors, either by intention or otherwise, use sales in their 
work, but few, outside of the larger cities, do so systematically. The 
systema tic use of sales requires intensive ‘analysis of the value factors 
in the properties sold and the weighing of the relative importance of 
these value factors. Asasimple example, assume two quarter sections, 
generally alike except that one is all cut-over land and sells for $800 
while the other is one-half cut-over land and one-half crop land and 
sells for $3,200. The crop land is evidently worth $3,200 minus one- 
half of $800, or $2,800, which is seven times as much as the value of 
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an equal area of cut-over land. This method of analysis is discussed 
more in detail in a later section (p. 105), and in part 12, page 541. 

The use of maps as an aid in assessment is coming more and more 
into vogue. It is impossible to trust any tax roll that is not accom- 
panied by adequate tax maps. The use of maps is now required by 
law in Alabama, Florida, and New Jersey. The latest development 
has been the airplane map. A survey of real estate in certain towns of 
Connecticut by this method disclosed numerous parcels of land that 
had never appeared on the tax rolls, and the same condition undoubt- 
edly could be duplicated in other places. In Fremont, N. H., on 
the other hand, the assessed area of 10,831 acres was only 273 acres 
short of the surveyed area. The trouble with the listing is not that it 
overlooks a great deal of property, but rather that it classifies high- 
value land types in low-value categories. This situation needs cor- 
rection, and might easily be corrected by surveys and maps. 

A recent reassessment in the town of Greenwich, Conn., involved a 
complete set of aerial maps for the town. The complete reappraisal 
and reassessment of property upon the basis of the aerial survey re- 
sulted in $70,500,000 in property being added to the tax rolls (8, 
‘Ds CONE 

It was found that all farm land not too isolated in Coos County, 
Oreg., was mapped, and that the particular type of land, bottom laad, 
bench land, etc., together with its area, was noted directly on the map. 
There is much evidence that both the recent cruising of timber in 
this county and the mapping of the farm lands have been carefully 
done. 

It was found, for another example, that cut-over land in Clallam 
County, Wash., was assessed at from $1 to $10 an acre, according to 
location and physical characteristics of the land. The physical 
characteristics were obtained at the same time as the county timber 
cruise (1913-14) and show for each forty the type of soil and topog- 
raphy. Maps were made by pacing and use of the compass. The 
assessor of this county places much trust in these maps and believes 
them to be accurate. ‘Tillable land is also assessed at varying prices 
in this county by making use of the map. 

The land economic survey forest cover and soil maps which are 
being made in Michigan are used to a considerable extent by the 
local assessors in that State. Maps have also been used by the 
assessors of Durham, Fremont, and Boscowen, N. H., among other 
New England towns. 

In assessing timberland, the assessor sometimes is able to make 
use of private cruise data which may be made available to him. 
These aid him in arriving at figures which, in his judgment, represent 
the market value. In Washington and Oregon it was found that a 
number of counties had made county cruises of all forest lands. One 
county in Mississippi also had such a cruise. The results of these 
cruises show in detail the quantity of timber and wood products on 
each 40-acre tract. The county assessor then usually either marks 
on the map certain unit-value zones or designates them by description 
if there are distinct differences in timber and in cut-over-land values 
in different parts of the county. The value differences are based on 
species, accessibility, topography, climate, and other factors which 
are recognized as influencing market values. Given the cruise maps 
with the value zones delineated, it is a simple clerical task to assess 
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all of the forest land in these counties. This method of assessment 
does not require the exercise of judgment in assessing each individual 
property, but does require the exercise of judgment, based on a large 
array of facts, to determine the value zones and the unit values therein. 

The results of assessments based on commercial timber cruises are 
good or bad, depending on the honesty and ability of the persons 
connected with the undertaking. In a certain county of Oregon the 
county cruise was let to a nonresident contractor who hired cruisers 
to do the work. The contractor was informed by the county court 
that his cruise would have to show an increase over the old or his 
contract would not be renewed, 1. e., it was agreed even before the 
inventory was begun that the valuation was to be increased. It was 
pointed out by many citizens that this was a poor cruise and too 
hastily made. After considerable local controversy, the cruise was 
stopped before it was completed. In another Oregon county the 
county cruises did not take account of the alder timber, as it was 
considered to be a waste species of no value. Yet there were two 
mills in the county cutting nothing but alder and cutting a total of 
a million feet a year. 

In contrast, the timber cruise in Coos County, Oreg., which was 
begun in 1926, may be cited as an example of a satisfactory cruise. 
All classes of property owners in this county seem to be well satisfied 
with the results and believe that most of the inequalities in timberland 
valuation have been eliminated. The cruisers were paid a fixed sum 
per day instead of being paid by the acre, and field expenses were 
paid by the county. ‘Two lines were run through each timbered 
forty, while through some of the more heavily timbered forties, four 
limes were run. The three crews (cruiser and compassman) finished 
a timbered section in 2 days on the average. Merchantable trees 
were counted for 2 rods on each side of the line, and an average 
volume per tree estimated for each forty. The three crews worked 
10 months a year for 2% years to complete their work. 

EXPERTS 

In California there is a— 

large number of cases in which the local authorities have at great expense sought 
the assistance of outside commercial agencies in assessing real estate. In at least 
one county (Alemeda) there is a charter provision requiring the periodical employ- 
ment of such an agency (12, p. 130). 

In Ohio— 

a number of the auditors [county assessors] employ appraisal companies to appraise 
all or part of the lands of their respective counties. Others appraise properties 
with the advice of local real estate boards and other bodies. 

_ This use of experts is, however, the exception rather than the rule 
in rural assessment practice. 

LAND CLASSIFICATION AND UNIFORM ASSESSMENTS WITHIN A CLASS 

Another method of valuation, more common than those given above, 
is the classification of land and the use of uniform rates per acre within 
each class. In Baker County, Oreg., it was found that cut-over land 
was assessed almost uniformly at $2.50 an acre. In Coos County, 
Oreg., the assessor made a practice of assessing cut-over lands at a 

16 COMPTON, R. T., OHIO REPORT ON PROPERTY TAXATION. Unpublished manuscript. 
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uniform rate of $3 per acre, regardless of their condition or situation. 
The base assessed value of nontillable land in Tillamook County, 
Oreg., was $2.50 per acre. In Grays Harbor County, Wash., there 
has been a general standard of values in use by the assessors over a 
long period. In this county 138 classes of land were recognized, and 
this classification was based largely on topography. The values as- 
signed to each class varied from $2.50 per acre for rough, steep, 
broken land to $7.50 per acre for no. 1 bottom land. This information 
is as of 1928, the year investigations were made in the Pacific North- 
west. 
A common method in determining value in use by assessors in 

North Carolina is as follows: In a rough way the assessor will break 
up the total acreage into 3 or 4 elements, give each a value per acre, 
add something for the buildings, and thus arrive at a total. In 
northern Michigan a uniform assessment per acre of cut-over land 
of the same general soil class is common over each township. Thus, 
sandy pineland will be valued at one price per acre, sandy hardwood 
land at another, and swamp land at yet another standard value. 
Even the Michigan State Tax Commission recommends this method 
of assessment for cut-over forest lands and, in fact, uses it in cases 
where it is called upon for a reassessment. On improved lands, how- 
ever, the property as a whole is usually the unit of valuation. 

The Louisiana Tax Commission, in its instructions of 1930, placed 
“tentative average minimum values”’ on certain classes of property 
as follows: 

Hardwood: timber: tee sibs a he ie ne ba LAE per M__ $3. 00—$8. 50 
itand oniwhich hardwood'stands a5 san 0h )s set apt per acre._ 2. 00— 3. 00 
| GAH OV eVR A 001) O12) eee nneeD aia kee Ide wra 00k Oy ea Rin Faeee aes nt MEU Lae SPD TN 2 een per M__ 6. 00-10. 00 
Mandrvoniwhichspineistands sass. ==) eis per acre_- 2. 00 
Cypress) timber] see 4 eee ihe Ay alee cine 1 Aten c eu eee per M__ 6. 50-10. 50 
Landon whichieypress stands@ =) 22s ye eae per acre_= 1. 50 
Seaumarsh:ielags AG eae. eies Sk ely cr Rerutin O Winiy | en ee ne coxa 4. 00 
Searmarsh, class iB tyr 2 iy ee PA sage i alas cole OS AN Ce ate doa 3. 00 
Rresh=waterimansisiclass yA niet eee aes te ke sy pai ey eouee Ove doeaee 4. 00 
resh=water mners ak Class kya ees aarp yee re gees eee dovee 3. 00 
(rapping lam ds. si eo Say a Reem e eo wee ainge ihe yet ea donsss 5. 00 

A comparison of the actual average assessed values shows that they 
do not depart greatly from these minima (30, pp. 23-26, 134-144). 
Thus, the instructions have apparently resulted not only in a mini- 
mum per-acre assessment, but almost in a uniform per-acre assess- 
ment as well. 

- Copy oF AND HorizontTaL CHANGE IN THE PREVIOUS YEAR’S ASSESSMENT ROLL 

The assessment is often made by merely copying the descriptions 
and values on the previous year’s assessment roll and revising the 
value of any property on which there has been a marked change in 
the nature of the improvements (33, Rept. 14, p. 48) or on which 
timber is reported cut. This is especially true in those States whose 
laws provide for an annual assessment of real estate. 

Investigations made in Michigan lead to the conclusion that there is no annual 
reassessment of property in many parts of this State * * * A check up 
* * * made in eleven townships shows that from 18 to 63 percent of the 
real estate descriptions of ten acres or more were assessed in 1926 at the figure 
fixed * * * from eight to fourteen years previous. * * * (41, p. 23). 
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Copying tax rolls is reported as common practice in New York, 
and, as a result, ‘‘there has been a progressive deterioration” in the 
accuracy of property descriptions (42,p. 108). Evidence that some 
properties have not been actually revalued in 20 years has been found 
in South Dakota (19). In Massachusetts attention has been drawn 
to a farm having the same assessed value for 100 years. Many 
properties in this State have not had their assessed value changed 
for 10 or 15 years (59, pp. 97, 99). 

Failure to make the periodic reassessments as required by law is 
prevalent even in Connecticut, where the legal period between reas- 
sessments is 10 years, longer than in any other State. Not only 
individual properties but whole assessment districts have failed to 
receive this legal reassessment. With the exception of Ellington, 
Chaplin, Putnam, Naugatuck, and Norwich, all towns complied with 
the requirements of the act of the 1917 General Assembly (providing 
for general reassessment in 1920 and every 10 years thereafter) and 
had completed a general revaluation of property. The towns of 
Ellington and Putnam were (in 1921) unable to furnish the date of 
the last general revaluation, and Norwich had not had a general 
revaluation since 1880, although the officials of that town had been 
advised of the urgent need for such a general revaluation. The town 
of Chaplin had completed a general revaluation in 1915. Naugatuck 
had not had a general revaluation since 1909 (14, p. 21). 

In West Virginia 
the present system of assessing all classes of property annually has not operated 
successfully, due largely to the fact that the immense amount of detail work 
required by an annual assessment cannot be thoroughly performed in the allotted 
time. As a consequence, the assessed valuations are copied over from one year’s 
land books to the next (47, p. 158). 

In many parts of the Lake States, repeated burning of cut-over 
land has cémpletely obliterated all survey and property lines. In 
many cases even the landowners themselves cannot locate their prop- 
erty accurately enough to be sure that they are viewing their own 
land without the help of a professional surveyor. In such cases the 
assessor, with many such properties to evaluate, does not make an 
inspection of the property and has no better method of assessment 
than that of copying the previous valuation. 

When an annual assessment is required by law and is not con- 
tinuous but takes place within a few months, it is reasonable to 
suppose that the roll will be largely copied from the previous year. 
The assessor’s judgment of land values is not accurate enough to detect 
the slight changes that usually take place within a year. In making 
an annual assessment roll, the assessor realizes that he cannot justify 
a change in real estate values each year, but he tends to overlook the 
fact that the continued postponement of a change in assessed value 
soon results in an appreciable discrepancy between assessed and true 
values. In localities where property is appreciating in value, the 
desire to let sleeping dogs lie and not to arouse too much public 
interest in assessments is the excuse for copying the previous year’s 
descriptions and valuations. But in localities where land is decreasing 
in value, the practice of copying the previous year’s assessment often 
leads to a public demand for a general reassessment. 

Such a demand caused complete reassessment of farm property to 
be made in Tillamook County, Oreg., in 1927. The assessor of this 
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county stated that the timber valuations were of long standing; how 
long he was unable to state. He had not changed the assessments 
except when importuned to do so by the owner on pieces that had 
been burned, or when logging-off was reported to him. The same 
held true to a large extent for the nontillable land not owned by 
farmers, or that owned by real estate operators for purposes of resort 
development. 

Not only property in the aggregate, but also certain classes of 
property, are kept at much the same valuation from year to year. 
There is a hesitation to reduce forest-land values after cutting, as 
with a stationary budget this would cause an increase in farm taxation. 
In decadent farm communities in cut-over forest regions, there is a 
hesitancy on the part of the assessors to reduce cut-over forest-land 
-valuations as the prospect of the agricultural utilization of this land 
fades. By maintaining these valuations on their rolls at a constant 
figure, they hope to prevent an increase in tne tax levies on farm and 
other property and also to ward off farm abandonment. In the 
organized towns of Maine the practice of giving a relatively low 
assessed valuation to merchantable timberland and changing the 
valuation very little after cutting results in a relatively high assessed 
valuation of cut-over land, but serves to maintain constant the total 
valuation of a town. In Lake County, Minn. y it was found that shore 
property on the inland lakes had been 1 increased in assessed valuation 
for the purpose of offsetting reductions in valuations on forest lands 
recently cut over. As communities become decadent, there is a 
tendency for the ratio of assessment to market value to increase on all 
property because of this tendency of assessors to try to hold their 
total district valuations constant, even though it is evident to them 
that, in fact, the tax base is shrinking. 

So many examples of assessment by simply copying are cited in 
assessment-practice literature and have been observed dn original 
investigations, that the conclusion appears warranted that the most 
usual method of placing a valuation upon real estate consists of copy- 
ing the figure found in the previous year’s assessment roll. 

Horizontal changes in value are less common than copying, but have 
much the same result. To change all assessments uniformly by the 
same percentage will obviously not change the incidence of the tax 
burden as between properties. A property which paid one-fortieth 
of the total tax in a district before the horizontal change in assessment 
will pay exactly the same fraction after the change. 

Sometimes, however, only certain classes of property are subjected 
to the horizontal change; and in such case the selected classes are put 
at an advantage or at a disadvantage, depending on whether the 
change is downwards or upwards, as compared with other classes not 
changed. In Ohio, for instance, horizontal decreases in all real estate 
values in 59 counties (over half ‘of all the counties in the State) have 
been made during a recent 6-year period between general reassess- 
ments. It was felt that there had been a general decrease in land 
values during this period, and the horizontal decrease was the least 
troublesome way of taking account of this trend. Interim re- 
appraisals of specific real properties have been made in only 3 Ohio 
counties between 1926 and 1931. 
A less innocent type of horizontal change is that which is made in 

order to increase the bonding limit of a district. In response to a 
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questionnaire submitted by a committee of the Oregon Legislature, 
the county assessor of Clatsop County made a statement as follows: 

For instance, in 1920 the small communities voted a 40 percent blanket increase 
in valuation of the county so that the Port District could issue a million dollars 
more bonds. 

It is said that the assessed valuation as determined by the incor- 
porated village assessors in Michigan is higher than the valuation of 
the same property by the township assessor, for the reason that the 
village assessors wish to maintain the legal borrowing limits of their 
villages. 

Still another type of horizontal change is due to the mistaken idea of 
many assessors that their duties include the raising of revenue as well 
as the valuation of property. There is no question whatever but that 
the Rhode Island assessor who made the following statement was 
under a misapprehension as to his duties: ‘‘We had to increase our 
valuation last year in order to meet our Pea and are consequently 
in for a great deal of criticism.” (48,-p 

In speaking of cut-over forest land, tae Michigan Tax Commission 
itself has said: 

From our investigation of the matter, we are convinced that much of this land 
is overvalued for taxes, but the economic condition is such that we do not see 
how these lands can be lowered in value if local governments and schools are to be 
maintained in many of the communities (33, Rept. 15, p. 11). 

The principal reason given for the independent assessment in 165 
of the 268 California cities is the need for more revenue than can be 
obtained by applying the maximum tax rates legally allowable to the 
low county assessed valuat.ons. Some of these cities achieve their 
ends by making a flat percentage increase in the valuations given in 
the county assessment roll, but the majority of them make an entirely 
independent assessment for city tax purposes (12, p. 122). This 
superimposed assessment would be entirely unnecessary if the county 
assessment were made to equal the market value as provided by law. 
The foregoing illustrations show how assessment officials often have 
a misconception of their duties, losing sight of the fact that the tax 
levy and not the valuation is the factor provided by law to determine 
the total amount of tax which will be raised. 

Minimum AnD Maximum VALUES 

Minimum values are sometimes maintained on assessment rolls 
regardless of actual value, the usual motive being the desire to meet 
certain revenue requirements. In Nevada a minimum assessed value 
for any land in the State is declared by law to be $1.25 per acre.” 
A minimum assessed value is established by ruling of the tax com- 
missioner in Louisiana, Montana, and New Mexico (41, p. 72). 
These minimum assessments are especially applicable to grazing 
lands. In Cook County, Minn., the minimum assessment of any 
land was fixed by the assessors at $4.50 per acre in 1926. The 
Michigan State Tax Commission has from time to time recommended 
minimum per-acre values for large parts of the State, and these 
minima have persisted over many years in some townships, and in 
other townships the local assessors were quick to reestablish minima 
based on their individual judgments. An officer of this State has 

17 Nevada, Compiled Laws, 1929, sec. 6535. 
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given it as his opinion that relatively high minimum assessed values 
of cut-over lands were established by the tax commission in order 
that the average total tax rate in the State might not be greatly 
increased; because, as the tax paid by the railroads and other public 
utilities is determined by applying this average total tax rate in the 
State to the valuation fixed by the State tax commission, any large 
cheese in the average tax rate would work a hardship on the public 
utilities 

The results of the artificial and arbitrary establishment of minimum 
values for taxation purposes may be made manifest in either one of 
two ways. The most usual result is that the land with a market 
value below the fixed minimum assessment is forced into government 
ownership through the operation of the tax laws relating to delin- 
quency. A minimum assessed value may also keep government 
land out of private ownership. In Nevada the minimum assessed 
valuation of private land makes the continued public ownership of 
a large part of the range land a necessity. A recent report of the 
Nevada State Range Commission indicates that private ownership 
of the range cannot now be brought about because these lands do not 
have sufficient value to pay costs of supervision and the tax which 
would be levied on the present established minimum assessment 
(40). 

Not only are arbitrary minimum values established by law or 
custom, but sometimes maximum values are established as well, and 
in the extreme case, all land is assessed at one uniform amount ber 
acre regardless of quality or location. This is the case in a certain 
township of northern Minnesota. In this township all real estate, 
farm, timber, or cut-over, improved or unimproved, was assessed in 
1926 at from $14.82 to $14.88 per acre. ‘The assessor’s excuse for 
this practice was the fact that it produced less opposition than if he 
had attempted to differentiate properties as to value. In another 
Minnesota township the assessor valued all of the land at the same 
unit rate, except in the case of a few 40-acre tracts containing clay 
soil. In other Minnesota districts, 1t is not the custom to assess farm 
land any higher than adjoining land in a wild state because many 
assessors hold that when the farmer has created value in his own 
land and adjoining land by his own industry he should not be 
penalized by a higher tax than that paid by the landowner who 
does nothing; or because they feel that he simply is unable to bear 
the tax burden on the actual value of his improved land. 

INTENTIONAL DISCRIMINATIONS 

Many of the assessment methods so far discussed are quite inde- 
faible though they do not necessarily represent intentional dis- 
crimination. In many cases, however, an assessor deliberately 
assesses property of certain individuals at relatively low or at 
unreasonably high amounts, with the idea of favoring friends or of 
punishing enemies. Just as bad from the legal, though perhaps not 
from the moral point of view, is the deliberate underassessment of 
certain industries which are deemed necessary to the prosperity of 
the town or county. A case of this type came to light in Wisconsin, 
where a town chairman admitted that a certain resort development 
in his town was assessed at only a small fraction of its value, much 
lower than the general level of assessment, because the owners of the 

i 
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resort had been induced to locate in that particular town rather than 
in some other by the assurance of the town officials that the assess- 
ment of the resort would be held at a nominal amount only. This 
sort of agreement is, of course, entirely illegal and might easily 
subject the agreeing parties to prosecution for conspiracy. The 
difficulty about bringing any such charge is, of course, that the 
illegal agreement in question is undoubtedly supported by public 
opinion. A community is usually as much to blame for this type of 
assessment as are its officials. 

REVISION OF ASSESSMENT 

REVIEW 

The term ‘“‘review”’ is used here to denote the formal reconsidera- 
tion and adjustment of the original assessments and the correction of 
errors in assessment. This is the duty of a board of review, or board 
of relief, which is provided by law for this purpose. The corrections 
or adjustments that seem necessary are made by the board on its own 
initiative or upon the appeal of a taxpayer who may feel that his prop- 
erty has been wrongfully assessed. Maine, New Hampshire, and 
Rhode Island are the only States in which this formal review of assess- 
ments is not provided by law (41, pp. 76-77; 50). New Hampshire, 
however, permits a taxpayer to appeal informally to the State tax 
commission, which has ample authority on its own initiative to reas- 
sess any property in the State. In Maine and Rhode Island, as well 
as in other New England States, the taxpayer may obtain relief com- 
parable to a review by appealing to the town selectmen for a whole or 
partial abatement of taxes after such taxes have been levied upon an 
unjust or erroneous assessment. 

In only 10 States, (Connecticut, Iowa, Michigan, Minnesota, New 
York, North Dakota, South Carolina, South Dakota, Vermont, and 
Wisconsin), are there town or township boards of review; and in Con- 
necticut, New York, and Vermont these boards do not have the 
ower to review and correct assessments on their own motion. The 
oard of review is a county board in 35 States, i.e., those States with 

county assessment districts and, in addition, Massachusetts, New Jer- 
sey, Pennsylvania, Indiana, Illinois, Missouri, Kansas, and Nebraska. 
The board of review generally is at least partially composed of ex- 
officio members, county or township officials. In such States as 
Alabama, Indiana, Michigan, Missouri, Nebraska, New York, Ohio, 
Oklahoma, and Oregon the assessor is also a member of the board of 
review, whose duty it is to aid in correcting his own assessments (41, 
pp. 70-77; 50). 

The one universal fact about boards of review is that they leave 
most of the errors in the original assessment uncorrected. The errors 
are so widespread that the board of review can only skim the surface 
of revision in the limited time allotted to the reviewing function. 
The members of the board are oftentimes ex officio and have other 
pressing duties, and in any event they are little animated by any 
missionary zeal to disturb the established order. 

In many States (Connecticut, Idaho, Louisiana, Maine, Mass- 
achusetts, Montana, Nevada, New Hampshire, Rhode Island, Utah, 
and West Virginia) the failure to file a sworn statement showing all 
taxable property and its value bars the taxpayer from appeal, either 
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to the board of review or to the courts (38, pp. 1538-161). The pre- 
vailing practice of undervaluation by the assessor not only encourages 
an owner to omit filing the required statement but is also a direct 
obstacle to an effective appeal for review even if he does file. It is 
apparent that in a district where property is assessed on the average 
at 40 percent of true value, if a certain property is assessed at 80 
percent, its owner is entitled to relief, but all he can prove to the re- 
viewing body with reference to his own property is that it is assessed 
20 percent less than the law requires. Unless the reviewers know and 
are willing to recognize the actual situation, the owner is faced with 
proving that he has been discriminated against in comparison with the 
general level at which other properties of the same class are assessed, 
an impracticable procedure for the ordinary small taxpayer. A large 
taxpayer may protect himself through appeal to the courts, if he cares 
to risk incurring the enmity of the local tax authorities, since the right 
to an equitable assessment, even when equity means a much lower 
assessment than the full value prescribed by law, is recognized in a 
number of decisions of the Supreme Court of the United States, from 
among which the following ¥ is quoted: 

This Court holds that the right of the taxpayer whose property alone is taxed 
at 100 percent of its true value is to have his assessment reduced to the percentage 
of that value at which others are taxed even though this is a departure from the 
requirement of statute. This conclusion is based on the principle that where it is 
impossible to secure both the standard of the true value, and the uniformity and 
equality required by law, the latter requirement is to be preferred as the just 
and ultimate purpose of the law. 

The practices of the boards of review vary widely, from scarcely 
looking at the assessment rolls, to doing the work of the assessor in 
making the complete revision of the previous year’s roll (23, pp. 68, 
200-204; 35, p. 99; 41, p. 27). 

In Vermont, for one example, there is no way in which a reviewing 
board can act on its own motion to correct an abnormally low original 
valuation. This can be accomplished only by the appearance of an 
aggrieved taxpayer before the board of abatement, composed of the 
town assessors, which board can correct the appraisals which it itself 
previously made in its other capacity as a board of assessors. Then, 
if the aggrieved taxpayer is not satisfied, he can appeal to the board of 
civil authority, composed, in addition to the assessors, of the clerk, the 
three selectmen, and the justices. Further appeal is possible to a 
county board of appraisers appointed by the tax commission (80, 
p. 462). Seldom does a taxpayer make appeals to other than the 
first of these boards. 

EQUALIZATION 

ORGANIZATION 

The term ‘“‘equalization” is used in this report to denote an ad- 
justment of assessments as between assessment districts or groups of 
such districts. The functions of review and of equalization are often 
confused in taxation literature. Perhaps this may be due to the fact 
that in the counties of many States the board of review and the board 
of equalization are comprised of the same personnel. 

In some States, so-called ‘‘equalization”’ is accomplished by hori- 
zontal percentage increases or decreases in the assessment of every 

18 Sioux City Bridge Co. v. Dakota County, Nebd., 260 U.S. 441.. 
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individual property in the district, that is, each individual assess- 
ment is changed on the rolls. In most States, however, equalization 
does not disturb the individual assessments, but only the total valua- 
tion. The total valuation of each taxing district is reported to the 
equalization board, whose duty it is to make the ratio between total 
assessed value and total market value the same in each taxing dis- 
trict. Thus, the function of the county board of equalization is to 
adjust the total value of each town in the county so that it will bear 
its just share of county and State taxes; and the function of the State 
board of equalization is to adjust the total value of each county in 
the State so that it will bear its just share of State taxes, or receive 
its just share of State funds which are distributed to counties on a 
valuation basis. In those States with town- or township-assessment 
districts, with the exception of the New England States, there is a 
county board of equalization; and in those States with town-assess- 
ment districts but no town board of review, the county board of 
equalization is also a board of review. 

There is a State board of equalization in all but 7 States. claerare. 
Maryland, Rhode Island, Texas, Vermont, Virginia, and West Vir- 
ginia have no State board of equalization and no State equalization; 
and in Connecticut, Maine, Massachusetts, and New Hampshire, 
1. e., the remaining New England States, in which the county is of 
minor importance, the State board equalizes assessments only as 
between local assessment districts. California, North Carolina, and 
South Dakota have State boards of equalization, but as there is no State 
general property tax in those States, these boards do not attempt to 
equalize assessments as between counties. They determine the 
ratio of assessed to full value for the various counties, but only for 
the purpose of equitably distributing State funds or for a check to 
determine whether or not the State public utility tax rate is equitable. 
In the remaining 34 States, the State board of equalization adjusts 
assessments as between counties (12, p. 46; 38, pp. 192-195; 50, pp. 
SIA MOSH SOM S16): 

The principal purpose of State equalization, i. e., a just apportion- 
ment of the State tax, is accomplished in Connecticut, and more 
recently in Rhode Island, by a tax on the towns which is apportioned 
according to the amount of each town’s tax levy for local purposes 
instead of the town’s assessed valuation (48, p. 38; 50, p. 69). Thus 
the State takes a uniform fraction of each town’s tax levy. 

The necessity for equalization has been brought about by the com- 
petition among county assessing units to escape State taxes and by 
the competition among township assessing units to escape their just 
share of State and county taxes. One of the reasons for under- 
valuation 1s the common interest of the whole town in a low scale of 
assessments, since thereby the town reduces its share of the appor- 
tioned county and State taxes. The New York State Tax Commis- 
sion (43, p. 28) reports that— 

it [equalization] is necessary because assessors in the various tax districts of the 
several counties value property at such widely differing percentages of full vaJue. 
The 1930 table indicates that in one county property is assessed on the average 
at 95 percent of full value, whereas in another county it is assessed at 33 percent 
of full value. 

Where a State has no State property tax (as in California, North 
Carolina, and Virginia) or apportions its tax on the basis of local tax 
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levies instead of assessed values (as in Connecticut and Rhode Island) 
equalization for apportioning the State tax is, of course, unnecessary, 

MetTHops oF EQUALIZATION IN USB 

Equalization by a county board is, of course, attempted only in 
those States, other than in New England, which have assessment 
districts smaller than the county. In New England, where the 
county is of little importance, State boards make the equalization, 
which is only as between towns. In Ohio and North Carolina the 
county assessors themselves sometimes equalize the valuations as 
between the individual appraisers or assistants. In North Carolina, 
also, the county board may equalize between townships by making 
uniform increases or decreases in the valuation of all property in 
a township (43, pp. 70, 110-111). 

County equalization is in most cases the duty of a board composed 
of the same officers who are responsible for the original assessment. 
In view of the lack of factual data, the total values of each district 
as assessed are accepted for equalization purposes, or else arbitrary 
changes in the totals are made on the basis of fragmentary evidence. 

In Wisconsin the true value of each town in the county is approxi- 
mated by the supervisor of assessments, an agent of the State tax 
commission with jurisdiction over a group of counties. The super- 
visor of assessments obtains his estimate of the total value of each 
town by comparing the assessed value of properties sold with the 
actual considerations, by appraising samples of all classes of property, 
and by obtaining evidences of property values in every way possible. 
A total value for each town in the county is recommended by the 
supervisor of assessments to the county board of equalization, which 
board generally adopts the recommendations for the purpose of 
county equalization. This Wisconsin practice is a notable advance 
over the general practice of county equalization in the various States, 
in that it is based on systematic data collected by an agency of the 
State (58, Rept. 1932, pp. 20, 42). 

State equalization is generally taken more seriously than county 
equalization and is the product of considerable time, effort, and 
expense on the part of the State boards. Methods of State equaliza- 
tion used in Georgia, Michigan, Maine, New York, and Wisconsin 
are mentioned here as examples of the various methods used with 
minor modifications in all the States which attempt State equalization. 

In Georgia State equalization is accomplished by arbitration, much 
the same as the arbitration of individual assessments. When the 
State tax commissioner determines the valuation of a county, the 
county assessors have a right to, and do, demand arbitration. The 
county assessors and the State tax commissioner each name an arbi- 
trator, and these two arbitrators select a third. This board of arbitra- 
tion must, according to law, be made up of neither citizens nor property 
owners in the county whose valuation is to be determined. Within 
a time limit of 3 days these strangers must establish a county valua- 
tion which is to stand as final. (31, p. 101.) Thus the accumulation 
of factual data over a long period, upon which expert judgment in 
equalization might be based, is effectually discouraged. 

19 COMMITTEE ON RESEARCH OF THE GOVERNOR’S TAXATION COMMITTEE, OHIO REPORT ON PROPERTY 
TAXATION, pt. I, ch. III, p. 5. (Unpublished report.) 
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In Michigan the State tax commission annually announces and 
presents to the State board of equalization recommended valuations 
for each county. ‘Two weeks later a hearing is held before the State 
board of equalization at the State capitol. This hearing is partici- 
pated in by representatives of practically all of the counties, who, 
being partisans for their county, endeavor to show why their county’s 
valuation for purposes of State taxation should be reduced below the 
valuation fixed by the tax commission. After arguments pro and 
con, but based on only sketchy factual data, each county’s valuation 
is finally fixed by the State board of equalization; but this valuation 
is used only to determine the percentage of State tax which shall be 
borne by each county. The unsatisfactory nature of this procedure 
is shown by a quotation from the 1930 report of the State tax com- 
mission. 

This annual meeting of the State board of equalization causes a good deal of 
dissatisfaction and protest and bitter feeling, and it is suggested that the law 
should be changed so that a meeting of this board should be held every 2 or 3 
years. In addition to the feeling aroused, it also entails a large expense on each 
county which sends its representatives to this meeting. (33, Rept. 16, p. 6). 

In Maine the State equalization is accomplished by means of a 
conference. Members of the State board of equalization visit each 
county once a year and there hold a meeting at which the assessors 
of each town are represented. At this meeting, of from 10 to 70 
assessors, assessment standards are discussed and general information 
is obtained by means of which a State valuation of each town is 
established, which valuation serves as a basis for the levy of State 
and county taxes (32, sec. 5, ch. 9, p. 6.) 
New York and Wisconsin serve as excellent examples of the real 

estate sales method of equalization. In general, the State board of 
equalization in these States collects data regarding the actual sales 
that have taken place during a certain period of years. These sales 
are selected carefully to eliminate those that, due to circumstances, 
would not be representative of the market. Then the market values 
as established by these actual sales of particular properties are com- 
pared with the assessed valuation of the same and similar properties. 

The assessment ratio prevailing in each county is determined by 
the New York Tax Commission by dividing the assessed value of 
those properties recently sold and for which actual considerations 
are known by the sales value of the same properties. 

The rate [ratio] so produced is not conclusive, but it does form the basis for 
the rate which is finally determined after all of the evidence, other than sales 
prices, available to the commission has received careful consideration (43, p. 73). 

The assessed value of the real property of each county is then 
divided by the assessment ratio of that county as expressed in percent 
to determine the full value of taxable real property. This full value 
of each county is then multiplied by the average rate of equalization 
[assessment ratio] determined for all counties in the State, and the 
result is the equalized value of real property. Thus the equalized 
value of all counties when totaled is equal to the total valuation of 
the State as assessed (43, pp. 68-69). 

The purpose of this [the equalization] table is the correct distribution of the 
direct State tax among the counties and not the determination of the actual 
full value of the assessed reality (43, p. 29). 

101285°—35——_7 
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The sales data supporting the 1930 equalization, for example, 
consist of about 81,000 transfers, chiefly during the period 1924 to 
1926. Seventy thousand of these sales considerations were obtained 
by means of the Federal stamps attached to deeds and mortgages. 
Now that the Federal stamp tax has been repealed, the New York 
Commission is without adequate means of determining ratios of 
assessed to true value. MS 

The Wisconsin Tax Commission seems to have gone one step farther 
than New York in determining equalized county valuations by means 
of sales data. In New York and in Wisconsin, prior to 1925, the 
tax commission made the assumption that the assessor was assessing 
all property in his district at the ratio revealed by the sales. The 
Wisconsin Tax Commission has come to the following conclusion: 

As a matter of fact, however, the sales do not constitute a random sample in 
either country or city. Certain classes of property sell more frequently than do 
other classes. As a result, the sales are often nearly all of one type of property 
and the ratio of the assessment to the sales value of this type cf property may be 
quite different from that of the types for which there are few or no sales. Thus, 
in rural districts farms may sell and wild lands not sell, or small farms may sell 
and large farms not sell, or po r farms sell and good farms not sell. In cities, 
manufacturing plants practically never sell except at a great sacrifice in winding 
up the affairs of a defunct concern or as a part of a transfer of a whole business 
including good will. Mercantile establishments, especially the larger ones, very 
seldom sell. Even large residences are not sold as frequently as the smaller ones. 
Since classification of property has been nstituted, we have learned that different 
classes and types of property are usually assessed at different ratios of sales value. 
Using the ratio of assessments to the sales prices of the property which sold usually 
gave a ratio which, if applied to the total real estate assessment, produced a 
result which was far from the actual value of property (68, Rept. 1930, pp. 14-18). 

The supervisor of assessments, working under the direction of the 
Wisconsin Tax Commission, obtains sales data by land and property 
classes. By the use of these sales, by personal inspections, and by 
use of other evidences of value, he computes— 

assessment ratios for each class of land and of improvements and applies these 
ratios to the classified assessment of the town. These valuations by the super- 
visor are used to build equalized values (58, Rept. 1930, p. 19). 

LIMITED RESULTS OF EQUALIZATION 

The failure of boards of equalization to produce equal and legal 
assessments and to do away with maladjustment is a necessary corol- 
lary to their limited powers. Their powers extend only to the 
equalization of assessments between districts, where only a minor 
part of the maladjustment lies. The major part lies within the dis- 
tricts themselves and can be remedied only by improvement in the 
initial assessment. Moreover the correction made by State equaliza- 
tion relates only to the State tax, and county equalization corrects 
only the county and State taxes, not the town or other subordinate- 
district taxes. The State tax is generally far less in amount than the 
local taxes. 

The tax commission of the State of Washington realized the short- 
comings of equalization in making the following statement. 

While in theory the statutory prescribed method of valuing property and 
equalizing assessments was intended to equalize the tax burdens, actual practice 
and experience have amply demonstrated that if through erroneous initial as- 
sessments the valuations of assessed property lack relative uniformity, no sub- 
sequent action by boards of review or equalization can rectify the inequalities 
and injustice that inevitably follow (54, p. 8). 
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Even if the burden of the State tax could be perfectly equalized 
as among counties by the State board of equalization, the relief to 
those now overburdened by all property taxes—State, county, and 
local—would be negligible. Suppose that the State tax were one- 
fifth of all taxes, and that this tax were perfectly equalized not only 
as among counties, but as among individual properties as well. Then, 
obviously, only one-fifth of the existing inequalities in the tax burden 
resulting from faulty assessment would be eliminated. As a matter 
of fact, however, State equalization is not between individual prop- 
erties, but rather between counties, and in consequence much less 
than one-fifth of the existing inequalities would be eliminated. For 
many properties the existing inequalities would even be increased, 
although in general it would be reasonable to expect some slight 
improvement. In a study of the effect of equalization in Wisconsin, 
however, a State in which the technic of equalization is highly devel- 
oped, it was found that State equalization caused no improvement 
in the dispersion of the average assessment ratios of farm, cut-over, 
timber, resort, and residential property classes. ‘These ratios were, 
on the average, just as far, if not farther, from the average assessment 
ration after equalization as before. 

As far back as 1906, a California tax commission reported (12, p. 
121). 

Equalization so-called, does not equalize and, in the nature of things, cannot 
equalize. After the officers have exhausted their best efforts in this direction, 
there are inequalities—glaring ones—between real estate and personal property; 
between different classes of personal property; between county and county; 
between city and city; between city and country; between man and man. All 
of which are rarely removed and often intensified by so-called ‘‘equalization.”’ 

It is stated in regard to Washington that— 

equalization among counties necessarily operates by increasing the State levy 
on all of the counties found underassessed as a whole. Thus, property that 
may be actually overassessed in such a county is further penalized by the in- 
creased State levy in the effort to properly tax the property that is underassessed 
(65, p. 20). 

To cite a concrete example from Michigan: The Michigan State 
Board of Equalization raised the total valuation of Menominee 
County $3,000,000 above the value determined by the county board. 
It was frankly admitted that the reason for the increase was that 
industrial corporations were undervalued by $3,000,000. Thus the 
additional State tax borne by the county as a result of equalization 
fell on all property in proportion to the original assessments, though 
farms and forests were not found to be underassessed (34, p. 47). 

ARBITRATION 

The arbitration of assessments is a legal provision of long standing 
peculiar to the State of Georgia. There are relatively few appeals to 
boards of arbitration in Georgia to make the final determination as to 
assessed value (2, p. 18). However, the effect of the law is consid- 
erable. In testimony before the United States. Supreme Court, 
taxing officials of this State explained: 

that if they attempted to impose anything like the real value, an arbitration was 
demanded, and the invariable result was a reduction of the assessment, so that 
there had come to be a generally understood acquiescence by county officials in 
low percentages.?0 

30 Bohler v. Callaway, 267 U. 8. 490. 
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The objections to arbitration of assessments are many. It has 
been pointed out— 

that this privilege of arbitration detracts from the proper dignity and authority 
of administrative courts, that the arbitrators have no record of consistent action 
to maintain since most of them serve in only one case, and that appeals should 
look to the harmonizing of law and its administration, while under the method of 
arbitration a dozen cases which are appealed from one county board of assessors 
may be, and in all probability will be, decided by a dozen different groups of 
arbitrators (2, p. 19). 

The arbitration of assessments has been practiced in Mississippi but 
has proved to be unsatisfactory, as indicated in the following state- 
ment, which appeared in the report of the State tax commission of that 
State in 1928 and was repeated in the 1930 report: 

Section 10, chapter 323, laws of 1920 [repealed in 1930—editor’s note], provides 
that a taxpayer may appeal to a board of arbitration in case he is dissatisfied with 
his assessment. This law was enacted so that the small taxpayer could take an 
appeal without having to employ counsel or incur court expenses. In other 
words, it was intended to supply an inexpensive, simple method for the adjudica- 
tion of appeals by taxpayers having small assessments. So far as this office can 
ascertain, no appeal to a board of arbitration has been taken except by the largest 
taxpayers, and the result of these appeals has been uniformly in favor of the 
taxpayer. A statute, which was designed for the benefit and protection of the 
small taxpayer, has been used as an avenue of escape by the larger taxpayers 
(36, p. 200). 

COURT APPEAL 

The district courts and the State supreme courts are the last resorts 
open to individuals and assessment districts in appealing from an 
unjust assessment. In practice the courts are appealed to only in 
extraordinary cases because of the costs involved. And the only 
justification for an assessment determined by the court is an error on 
the part of the legal agencies for review and equalization. 

In 11 States (Connecticut, Idaho, Louisiana, Maine, Massachu- 
setts, Montana, Nevada, New Hampshire, Rhode Island, Utah, and 
West Virginia) the right of appeal from an unfair assessment is for- 
feited by noncompliance with the law requiring the taxpayer to file 
with the assessor a list of his property (38, pp. 153-161). In 1932, 
however, the Rhode Island Legislature gave taxpayers the right of 
appeal even though they had failed to file sworn statements of taxable 
property as required. 

PRINCIPLES OF VALUATION 

As has been previously observed, the chief task of assessment is to 
ascertain the value of taxable property. Critical analysis of the 
actual results of assessment requires a clear notion of the meaning of 
value as that term is employed in the property tax statutes. 

As already defined, the value of anything, in economic science, is 
the quantity of some other thing, usually money, that would be given 
in exchange forit. This will be recognized as agreeing about as closely 
as any precise definition can with the popular concept of value. The 
plain meaning of the tax statutes and the decisions of the courts 
indicate that, with few if any exceptions, the legislators of the several 
States had in mind essentially the concept of value as used in economic 
science. The legislatures have often gone out of their way to specify 
in the laws that property shall be assessed at its ‘“‘actual’’, ‘‘full’’, 
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‘“fcash”’, “true”, “‘money”’, “‘fair’”’, ‘true and just”, or “market” 
value, or the “value which could ordinarily be obtained therefor at 
private sale.” These adjectives are of significance only as adding 
emphasis. They do not change the meaning of the term ‘‘value.”’ 

Thus, in Rhode Island, where the law provides for assessment at 
“fair cash value” , the supreme court has said: 

The standard of ue for the purpose of taxation * * * is the price 
which the property would probably bring in a transaction in a fair market between 
a willing seller and a willing purchaser.”! 

ine New Hampshire Supreme Court has held that the “‘just val- 
e” provided by law 

is the market value, or the price which the property will bring in a fair market 
after reasonable efforts have been made to find the purchaser who will give the 
highest price for it.”# 

Market value is defined by the United States Treasury Department 
as ‘that amount which would induce a willing seller to sell and a 
willing buyer to purchase’”’ (52, p. 58). 
The United States Supreme Court has added weight to the meaning 

of the term ‘‘value”’ as used in State tax statutes by saying: 

It is a cardinal rule, which should never be forgotten, that whatever property 
is worth for purposes of income and sale, it is worth for the purpose of taxation.” 

There is little occasion for misunderstanding or dispute as to the 
meaning of value in the property tax laws. The obstacles in the 
path of property tax assessment arise, not chiefly from confusion as 
to the meaning of value, but rather from the practical difficulties of 
ascertaining the value in any given case. 

It must never be forgotten that assessment is an act of ay rehges 
an act of judgment by the assessor. His judgment should be guided 
by all the available facts which may serve to throw light upon the 
value of the particular parcel under consideration. 

The information which is most useful to anyone who is called upon 
to appraise a property is knowledge of the considerations realized in 
sales of comparable properties and of the factors affecting those 
considerations, as well as of the conditions affecting the value of the 
property in question. If this knowledge is joined with an under- 
standing of valuation principles and sound judgment, the appraiser 
is In a position to arrive at a correct result. 

On the other hand, the mechanical and unintelligent use of sales 
considerations, even when the sales involve the same kind of property 
as that which 1s being assessed, often leads to incorrect results. One 
parcel of real estate cannot be valued at the price realized in a free 
market sale of another parcel in the same vicinity, unless the two 
properties are similar with respect to the different factors affecting 
value, or unless such differences as may appear in these factors are 
in opposite directions and offset each other. Even the sale of the 
identical property may give a value different from that sought because 
conditions may have changed during the time intervening between 
the date of the sale and that of the appraisal. As stated by the 

"at Aspegren v. Taz Assessors of ee of Newport, 125 Atl. 213. 
22 Company v. Gilford, 67 N. H. 
23 Adams Express Co. v. Ohio Stace. Auditor, 166 U.S. 220. 
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Supreme Court of New Hampshire in reference to a case involving 
this point: 

The price at which it [a parcel of real estate] was sold or leased at any former 
time is evidence only so far as its proof of a former value tends to show the price 
for which it could have been sold for the first day of April [the assessment date]. 

The use of sales considerations by mathematical rule with no room 
for exercise of judgment may also give unsatisfactory results, even 
though considerations realized in forced sales are excluded. Many 
sale values may be more or less unrepresentative of the statutory 
standard of value prescribed for assessment on account of circum- 
stances affecting those particular sales. Therefore, unless the prop- 
erties sold in free market transactions are fairly representative of the 
district and constitute a large enough sample so that minor variations 
in the values realized offset each other, the use of these unadjusted 
values will be misleading. This subject is discussed at length in a 
report of the Wisconsin Tax Commission, which concludes with 
reference to a mechanical sales method which had formerly been in 
use for the purpose of equalization: 

As a consequence of these defects in the sales method referred to above it was 
officially abandoned by the commission in 1925. This does not mean that sales 
were abandoned as a basis for property valuation. On the contrary, the effort 
was made, by a more critical and intelligent use of sales, to get back more closely 
to the statutory provision that property should be assessed at what it will ordi- 
narily bring at private sale and to recognize that this statutory standard applies 
with as much force to assessments of taxation districts made by the county 
board and assessments of counties made by the tax commission as to assessments 
of the property of the citizen made by the local assessor (58, Rept. 1930, pp. 17-18). 

Not only are knowledge of valuation factors and sound judgment 
required if satisfactory results are to be obtained through use of 
information in regard to sales, but there must also be a sufficient 
number of sales to establish a market. Most kinds of real estate are 
transferred frequently enough for that purpose. Where the market 
values are erratic, as sometimes happens, especially in the case of 
cut-over forest lands, more judgment is required in appraisal, and 
the results are less certain than where the market values are stable. 
However, certain kinds of real estate are sold so seldom under condi- 
tions establishing value that it can fairly be said that no market for 
them exists. Oper ting mines and public-utility properties are sub- 
ject to this difficulty. In these cases, recourse must necessarily be 
had to other evidence, including all the available facts that might 
be presumed to be in the minds of sellers and buyers. In these cases 
a formula involving such facts may often be a useful aid in estimating 
value. In any case, the appraisal should aim at the value that would 
be determined in an actual and fair market with free competition 
between willing sellers and willing purchasers. 

The application of sale prices to the assessment of real estate 
involves the question of the relation between the values of large 
and small tracts when there is no market for the large tracts and 
only a limited market for land of the same character when sub- 
divided. Recently a Louisiana district court was called upon to 
make a decision on this point with respect to a large tract of cut-over 
land. It was held by the court that the land should be valued as 
the owner actually holds it, that is, at the amount it would sell for 
in the wholesale market. The selling price of a few small parcels 

34 Railroad v. The State, 60 N. H. 142. 
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taken by settlers did not determine the unit price of the larger tract 
held as a whole.” 

This principle in valuation is apparently considered by the State 
Tax Commission of Michigan, for, in reassessing a township in the 
forest-land region of Michigan, a considerably lower value per acre 
was placed upon cut-over land, which was part of a large lumber- 
company holding, than upon a small parcel of the same physical 
character but owned by a farmer. The farmer’s small tract could 
be sold at retail for a higher price than could be obtained for the 
larger adjoining tract. ‘To be sure, the larger tract was divisible 
into 40-acre units and was, in fact, assessed in such units; but, 
because no large number of these small units could be sold, the 
tract was held as a whole and valued at the amount which it would 
bring on the wholesale land market. This principle is an important 
one in the valuation of forest lands. 

Sale prices of course reflect the capacity of a property to yield 
income, both at the time of sale and in the future. The laws in 
three of the States specifically provide that income may be con- 
sidered as a factor in determining assessed value. The laws of 
Oregon provide that value shall be— 

taken to mean the amount such property would sell for at a voluntary sale made 
in the ordinary course of business, taking into consideration its earning power 
and such other factors as may be applicable for determining such value (44). 

Since 1924 the Iowa assessment laws have provided that— 

in arriving at said actual value the assessor shall take into consideration its 
productive and earning capacity, if any, past, present, and prospective, its 
market vale, if any, and all other matters that affect the actual value of the 
property (25, p. 220). 

The laws of North Carolina now provide that the assessors, in 
determining the value of real property— 

shall consider the past income derived therefrom, its probable future income 
PES ES BD 

In many other States, capitalized income is used to determine 
the assessed value of certain classes of property, such as mines and 
public utilities which are rarely, if ever, sold in the open market 
and consequently have no real market value. In determining value, 
even when there is actually no market, all conditions that would 
affect a market if there were one must be considered (60, p. 4). 

It is being repeatedly urged (24, p. 17; 41, pp. 48-49) that income 
or earning capacity be used to a greater degree and even be the pri- 
mary consideration in fixing assessed valuations, although at present it 
is mentioned as a legal basis for fixing assessments in only three States. 

It should be kept in mind that income is one of the factors that 
influence the determination of value in the actual market, and no 
State laws forbid the assessors from collecting income data to support 
their estimate of market value. 

The courts seem to be in general accord that all factors or evidences of value 
must be considered in deducing a market value. In Utah—Idaho Sugar Co. 
v. Salt Lake County—a Utah Supreme Court case, 210 Pac. 106, 27 A. L. R. 874, 
the court says: “In arriving at the actual value of tangible property for taxa- 
tion, everything, such as goodwill, earning capacity, the productiveness cf the 
property, and actual earnings which may influence or enhance the actual value 
of the tangible property, should be considered (60, p. 6). 

eee Lumber Co. v. Louisiana Tax Commission, Fourteenth District Court of Louisiana, Allen 
arish. 
36 North Carolina Revenue and Machinery Acts, 1931, p. 164. 
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In the last analysis assessment is the result of personal judgment, 
based upon factual data in varying degrees. In fact the Supreme 
Court of Michigan has held that the assessment will rarely be 
invalidated if the assessing officials actually do exercise their best 
judgment, for “‘fraud cannot be predicated upon or inferred from 
an honest difference in judgment.” *’ The United States Supreme 
Court has said: 

The ascertainment of that value is not controlled by artificial rules. I¢ is 
not a matter of formulas, but there must be reasonable judgment having its 
basis in a proper consideration of all relevant facts.”8 

ASSESSMENT RATIOS 

DEFINITION AND SIGNIFICANCE 

The measure of the accuracy of an individual assessment is found 
in its relation to the legal standard. This relation is represented by 
the ‘“‘assessment ratio’’, which is the ratio, expressed in percent, of the 
assessed value to the true value (or whatever fraction of true value 
is the statutory basis of assessment).”” The assessment ratio of a 
group of properties—that is, the ratio of the aggregate assessed value 
to the aggregate true value, is equivalent to a weighted average of 
the individual assessment ratios and measures the level of assessment 
of the group. 

It follows from the above definition that absolute perfection in 
assessment would give to each individual property an assessment ratio 
of 100 percent. If all properties within a particular political district 
are assessed at practically the same ratio of true value—regardless of 
whether that ratio is 5, 50, or some other percent—there is impar- 
tiality between the taxpayers within that district so far as taxes levied 
by that district are concerned. But if the assessment ratios vary 
materially, the assessment and the consequent taxation favor the 
owners of properties having the lower ratios. 

Since all determinations of value are estimates, all assessment ratios 
are estimates. Since determinations of value for a group of properties 
are more accurate than for individual properties, a group assessment 
ratio is more accurate than the individual assessment ratios of the 
properties comprising the group. 

The testing of assessment practice by means of assessment ratios is 
by no means unique with this study. Tax officials in a number of 
States have made excellent use of such ratios as a basis for equalization 
among the taxing districts. The assessment ratio for such a district 
is usually determined on the basis of sample properties, taken as repre- 
sentative of the district as a whole, which have been either sold or very 
carefully appraised. The true or equalized value of taxable property 
in each district is then obtained by dividing the assessed value of the 
district or county by the appropriate assessment ratio. In Wisconsin 
the more accurate method is used of determining assessment ratios in 
each district by classes of real estate and weighting the ratio of each 
class by the total value of that class within the district in order to 
obtain the assessment ratio for the district. 

37 Lumber Co. v. City of Alpena, 176 Mich., 578. 
38 The Minnesota Rate Cases, 230 U. S. 434. 
29 The parenthetical clause relates to: Arkansas, whose statutory basis of assessment is fixed annually 

by the tax commission; Alabama, whose statutory basis of rural real estate assessment is 60 percent; Min- 
nesota, 3344 percent; Montana, 30 percent; North Dakota, 75 percent; Vermont, 1 percent; and Wash- 
ington, 50 percent. In Minnesota and Montana the percentage given does not apply to all real estate, but 
only to that class which includes forest property. 
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Studies of assessment ratios have frequently been made by econo- 
mists for the purpose of obtaining information as to various aspects 
of assessment practice. The purposes indicated in these studies have 
been to measure inequalities in assessment among individual owner- 
ships, among different political divisions, between country and city 
real estate, between large and small properties, and among various 
classes of owners. The results have been used to throw light on the 
causes of inequalities and on methods of improving assessment prac- 
tice. Much of the technic which has been developed in these studies 
was used in the additional investigations which seemed desirable from 
the standpoint of the forest-tax investigation. The results of these 
studies will be drawn upon later in connection with the results of the 
original investigations. 

Since studies of assessment ratios made by other investigators have 
not been especially concerned with conditions in forest regions or with 
the inequality that may exist among different kinds of forest property 
and other property, additional studies of these subjects seemed neces- 
sary. In order that the results of these studies may be properly 
understood, it 1s necessary to indicate more specifically the kind of 
data that were used. 

METHODS OF ESTIMATING TRUE VALUE 

GENERAL 

The numerator of the assessment ratio is the assessed value of the 
property or group of properties, which is a matter of public record. 
The denominator of the assessment ratio is the true value of the prop- 
erty or group of properties at the assessment date and is therefore of 
necessity an approximation. As explained in a preceding section of 
this part, true value may be estimated by appraisals or approximated 
by considerations realized in sales. 

Appraisals may be made intensively; that is, through a detailed 
study of each property. In arriving at an opinion of value, the 
appraiser is Buide d by knowledge of transactions in comparable prop- 
erties and of the values realized in those transactions. His experience 
enables him to give due weight to the different factors affecting value 
in making comparisons between each property sold and the property 
being appraised. If appraising on a large scale, he will require maps, 
tabulations, and other statistical aids. “Such intensive appraisals by 
experts afford the best estimates of value, but even they are of course 
not infallible. 

Appraisals may also be made i in a more extensive fashion, involving 
a rapid examination and giving consideration only to the more impor- 
tant factors affecting value. Such appraisals are reliable only when 
they have no persistent bias and when they are aggregated in large 
enough groups so that errors may be presumed to offset each other. 

Owing to the difficulty of obtaining reliable expert appraisals in 
sufficient number to test assessment, it has been the usual practice to 
use considerations realized in sales as if they were true values. Since 
each sale represents an actual agreement as to value between buyer 
and seller confirmed by a transaction, it is prima facie evidence of 
the value of the property at the time and under the conditions of the 
sale and is not subject to the suspicion of bias or fallible judgment 
that necessarily attaches to the finding of an appraiser. However, 
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the conditions of an actual sale rarely reflect perfectly the equal bal- 
ance of bargaining power between buyer and seller necessary to reach 
a consideration that would be conclusive as to the value. Also the 
value at the time of the sale may not equal the value at the date of 
assessment. ‘Transactions which are clearly subject to bias, such as 
forced sales or sales between closely related parties, must be elim- 
inated. In other transactions it may be presumed that sometimes 
the buyer has the greater bargaining power and sometimes the seller, 
but since there is nothing to indicate that either has any consistent 
advantage, the aggregate consideration of a group of sales is probably 
not far from the aggregate value of the properties sold at or about the 
time of sale. That the properties sold may not be representative of 
all the properties within a given class or district 1s another factor, 
which will be considered as occasion arises. 

APPRAISALS 

Complete studies of taxation in selected localities were made for 
the purpose of obtaining specific knowledge of all phases of the subject 
for typical forest communities in different regions of the United States. 
The more intensive of these studies involved appraisals of all the rural 
real estate within the selected districts. These studies covered 15 
townships or parts of townships in Minnesota, 9 towns in Wisconsin, 
and 3 towns in New Hampshire. One of the uses of these appraisals 
is to permit the calculation of assessment ratios by various significant 
groups. Some comment on the nature and reliability of these apprais- 
als is called for at this point. 

The appraisals in Minnesota, Wisconsin, and the town of Loudon, 
N. H., were of an extensive character. Those in Minnesota and 
Wisconsin were based on comparisons with values established in recent 
transactions, and those in Loudon, N. H., primarily on individual 
appraisals after these had been checked by sales. The values of the 
individual properties obtained by these extensive methods are such 
as would be derived by taking an. average price in unbiased sales of a 
considerable number of quite similar but not identical properties and 
applying to each that average price, ignoring the minor differences 
which distinguish them one from the other and which give each a true 
value different from the average though within reasonable limits of it. 
For this reason any attempt to show how much or how little the 
assessed values of individual properties vary from the average 
appraised values found for them would fail of its purpose. However, 
when aggregated by large enough groups, such appraisals are likely 
to be reliable, since the minor differences tend to offset each other. 

The appraisals in the towns of Fremont and Richmond, N. H., 
were made more intensively. Every property was separately 
appraised by two experts temporarily attached to the Forest Service 
for this purpose through the cooperation of the New Hampshire State 
Tax Commission. These men were experienced in making official 
reappraisals for the State tax commission, and the results obtained 
may be assumed to be those which would have been obtained in an 
official State reappraisal and as close to true value as could be expected 
without tax maps or systematic study of valuation data collected over 
a period of years for the towns in question. 
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SALES 

Considerations realized in sales were also used to indicate true 
values. Very complete sales data, collected by the Wisconsin Tax 
Commission, were available for that State and were used to test 
assessment practice in all of the northern counties where the forest- 
land area was important. Sales data were also collected by the staff 
as the basis for assessment-ratio studies in selected counties in Oregon, 
Washington, and North Carolina. Care was taken to eliminate all 
cases not representing bona fide sales such as would be presumed to 
establish market value. It was the rule to reject sales from one 
member of a family to another, and those in which the cash value of 
the consideration was uncertain, or which took place under conditions 
that would suggest extraordinary pressure either to buy or to sell. 
Considerations were verified when possible by information from one 
or both parties to the transfer, this information being obtained by 
questionnaire or personal interview. ‘The term ‘‘verified”’ is used to 
distinguish such sales from those in which the considerations were 
obtained from deeds, inferred from revenue stamps, or obtained by 
other indirect means. This verification and sifting of sales records 
had already been done in Wisconsin by the tax commission, so that 
there it was necessary only to check and complete the arrangement 
by property classes. In general, sales values were compared with 
the latest previous assessment, although it was found desirable to 
make exceptions in Oregon, Washington, and North Carolina, using 
in certain cases the next succeeding assessment. 

It would have been desirable to limit the period covered in a com- 
parison of sales with assessments to a single year, but this was impos- 
sible where sales were used, owing to the difficulty of getting a suffi- 
cient volume of sales to indicate the assessment level of the different 
property classes. The longest period used was in Washington and 
Oregon, 1921-28. However it is believed that rural land values did 
not change very much in those States during that period. Evidence 
that such was the case in Oregon from 1921 to 1926 was found in 
investigations conducted by the State Agricultural College (17, p. 35). 
In these States the assessments were made annually, but the level did 
not change materially during that period in the counties studied. 
In North Carolina the period of 1925-30 was used, but during this time 
only two real-estate assessments were in effect, those of 1923 and 1927; 
also land values are believed to have been reasonably stable. In 
Wisconsin only 3 years were used, 1925-27, and tests showed but very 
little difference in average assessment ratios by property classes 
among the three periods, 1925-27, 1925-26, and 1927 alone. Where 
appraisals were the basis of assessment ratios, they relate to values at 
the date of the particular assessment with which they were compared. 

In Wisconsin the assessment district is the town, but it was not 
possible to get enough sales in a single town for adequate samples of 
assessment ratios by property classes or other groups. Therefore the 
assessment ratios were arranged first by counties and then by property 
classes and other groups. _ It is reasonable to suppose that, with super- 
vision of assessment by State district officers and with similar local 
influences, variation in assessment ratios within the towns would be 
similar to that within the county, and that the variation in ratios 
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arranged by counties could not be ascribed to differences among the 
constituent towns. This assumption was verified by selecting 6 
counties and 26 towns in those counties so as to obtain a random sample 
of the towns with the largest number of sales best distributed between 
the timber, cut-over, and farm property classes, and by considering 
assessment ratios in each town separately. While the results showed 
some irregularities because of the small number of cases in certain 
eroups, the ratios followed in general the same pattern as assessment 
ratios in similar groups in which all the cases were assembled by 
counties, and the relationships between the assessment ratios of the 
property classes were found to be similar. *® Thus it appeared that the 
summarization by counties did not seriously misrepresent assessment 
practice. 

ELIMINATION OF EXTREME RATIOS 

It has been pointed out that assessment ratios resulting from com- 
parison of appraisals and sale values with assessed values are subject 
to the possiblity of material error, in that there might have been a 
mistake in the appraisal, the selling price might not even approxi- 
mate market value, or there might have been failure properly to 
identify in the assessment books the property sold or appraised. Such 
errors are naturally more likely to be reflected in the extreme assess- 
ment ratios than elsewhere. However, since the assessed value is 
being tested in these studies by reference to the appraisal and sale 
values, it seemed necessary to use caution in making eliminations. 
Therefore these were limited to the extreme and widely separated 
assessment ratios, usually not more than 1 or 2 in a single county or 
town group. The method used is illustrated later in tables 30-38, 
where the discarded ratios are indicated by footnotes. 

APPRAISAL METHODS IN DETAIL 

A more detailed explanation of the method of making extensive 
appraisals may be of interest to some readers. Those used in the 
three States varied somewhat, and each State is therefore taken up 
separately in the following sections. 

MINNESOTA 

COLLECTION OF DATA 

The area, the owner’s name, and the assessor’s ‘‘full and true”’ value of each 
parcel within the selected townships were copied directly from the town assess- 
ment rolls of 1926 in the county auditors’ offices of the several counties. The 
records of the office of register of deeds in each county concerned, except St. 
Louis, were examined to get the location, the date, the area, and the parties to 
all warranty deed transactions since 1921. In St. Louis County these data were 
taken from the transaction cards of the supervisor of assessments. Wherever 
procurable, information concerning the physical condition of the selected towns 
was obtained before entering the field. Thus in St. Louis County the cruise 
records of the county assessor of unorganized territory and of various lumber com- 
panies furnished considerable data on cover, soil, rock, and other characteristics. 
Information from such sources was used to facilitate and supplement field exami- 
nation. 

The limited time allotted to this study and the comparatively large area to be 
covered dictated an extensive rather than an intensive field examination. It 
was found practicable to carry on most of the work from roads, which in the north- 

30 The procedure and results of this test are given in detail in Progress Report 12, pp. 10-11, and tables 12-17. 
See footnote 7, on p. 13. 
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eastern counties are nearly always on section lines. The roads were traversed by 
automobile, using the speedometer to measure distances. Plats made up from the 
county records, showing names of owners and the location of buildings with respect 
to the forties and other descriptions, assisted greatly in determining approximately 
the property boundary lines. Where more exact orientation was especially 
desirable, such as on farm properties, fences usually marked boundaries. Loca- 
tions were also obtained by interviews with residents. The territory which could 
not be covered directly by road was reached by foot traverse or in many cases was 
filled in from sources of information considered reliable. 

DESCRIPTION OF BUILDINGS 

As much detailed information in regard to improvements as it seemed practical 
to record and use was entered in the field schedules. All of the major buildings, 
such as houses, barns, and stables, in the selected townships, except in St. Louis 
County, were examined to determine their size, construction, and depreciation. 
No record was kept of the minor buildings usually found on the farm, such as 
chicken coops, pig pens, garages, and small granaries. Note was also made if 
houses were of construction adapted to summer use only. The area occupied by 
each building was estimated by eye, checking the accuracy by actual measure- 
ments at frequent intervals. The heights of barns and stables were estimated 
in feet, making allowance for any unusual roof construction which would increase 
or decrease the cubical content from that of the building of usual construction. 
The heights of houses were recorded in stories; where an external inspection 
indicated that the attic was finished off or where an upper floor was of the dormer 
type of construction, a half story was added to the full stories below; basements 
or cellars were not taken into consideration. In order to compute cubic contents, 
the number of stories was later converted into feet: 1 story equaling 13 feet; 1% 
stories, 15 feet; 2 stories, 22 feet; and 2% stories, 24 feet. Each building was 
classified also on the basis of its construction, as follows: log, hewn timber, frame 
(two qualities), stucco, brick, or stone. 

Finally each building was classified as to its condition in four categories (A, B, 
C, and D), representing different degrees of depreciation. In a few cases, in 
which it was judged that a particular building had a value different from its 
replacement cost less depreciation, there was substituted in the record for the 
actual condition such condition as would reflect its actual value. For example, 
a farmhouse too expensively built for its location might be quite new, but never- 
theless it would be recorded so that its value would be calculated by a discount 
from replacement cost sufficient to account for obsolescence, in order that the 
calculated value might be valid under the circumstances. 

In many eases a field appraisal of the improvements was made as a check on 
the other data. 

APPRAISAL OF BUILDINGS 

After a critical examination of the literature on the appraisal value of buildings 
it was decided that for an extensive appraisal method such as this study entailed, 
adequate values could be secured from a table of unit values originally constructed 
by an underwriter, J. N. Brown, in 1902, and compiled by Arthur (11). Haas 
(21), working in Minnesota in 1922 with the values given in that table, found, 
after corrections due to the difference in purchasing power of the dollar, that the 
figures obtained were very acceptable. The original 1902 values, as given by 
Arthur (11), were corrected by an index of building values prepared by Conrad 
H. Hammar while at the University of Minnesota. Using the values for frame 
houses and barns as a base, values were selected by comparison for the cruder 
types of construction, log, hewn log, frame covered with building paper, and sum- 
mer cottage. These unit values were checked by applying them to typical 
buildings and comparing the computed values with direct appraisals by members 
of the staff and others competent to make such appraisals. The value for stucco 
construction may appear low to those familiar with the cost of such construction 
in cities and villages. However, of the comparatively few stucco houses on the 
selected townships, most were refinished log houses. The unit values per cubic 
foot used for various types of construction are listed in table 22. 



110 Misc. PUBLICATION 218, U. S. DEPT. OF AGRICULTURE 

TaBLE 22.—Unit values used in appraisal of buildings 

Type of construction Houses Barns 

Value per | Value per 
cu. ft. cu .ft. 

7 a ea lhe BATON Cots ENTE 3 ne Ep Nh ee BE eer SB i . 04 $0. 015 
Hewnilogses “e tiessit eed Sle Sa Se eae ae ea ee al ae ae a eee . 06 . 025 
Frame ((paperiexterior) $322.2 eins Bi es le rok Fe eee ee ee . 09 . 03 
Krame: (imber-exterior) 2: cee Soees Se ee eee ee ew ee kD . 04 
SEU CCO seer a Se a ea ee gee 2 Senta S123| 2a eee 
Brivate’summier (cottages == 2-225 <5 seers es ee ee Pe OR eee eo £08 |= 25-3. Sher 
Commercialisummer COttaces sree ene eee eee ee eee 05 

The 1926 value of each building was computed by multiplying the cubic con- 
tents by the appropriate unit value and deducting for depreciation. For example, 
a frame barn in B condition with an area of 360 square feet and a height of 10 
feet contains 3,600 cubic feet, which at $0.04 per cubic foot gives a replacement 
cost of $144. Since B-condition barns are assumed to have depreciated 35 per- 
cent, the present value is 65 percent of $144, or $93.60. 

Buildings in the selected towns in St. Louis County were appraised by four 
members of the technical staff, instead of by the method just described. These 
appraised values were later adjusted to make them as closely comparable as 
possible to the values as determined by formulas in the other counties. This 
and certain other minor difierences in the methods employed in the field study in 
St. Louis County, the first county studied, as compared with the other counties, 
are the consequence of improvements in technic as the work progressed. 

DESCRIPTION OF LAND 

Detailed information as to the physical character of the different forties or 
descriptions was recorded on field schedules. The land surface was described by 
cover classes, which included different types of farmland (plowland, stumpland, 
meadowland, and old field); the various forest types *! (aspen-paper birch, jack 
pine-oak, spruce-balsam-birch, mixed hardwoods, spruce-tamarack, and others); 
and open swamp. 

The topography, soil, and stoniness of each cover class within the description 
were also recorded for all selected townships except those in St. Louis County. Five 
grades of topography were recognized running from level to mountainous. Four 
soil classes were identified by direct inspection or by the vegetation growing on 
them. They were sand, medium loams, heavy loams, and peat. All land was 
divided also into four classes on the basis of surface stone, the first class being 
free from stone, the second class being moderately stony but tillable in accordance 
with local practice, the third very stony, and the fourth rock outcrop. 

After the completion of the field examination, each 40-acre description or 
other unit of assessment was given a property class designation on the basis of 
all the information which had been obtained. These property classes included 
farm, both operated and abandoned; resort; merchantable timber; and cut-over 
forest. 

APPRAISAL OF LAND 

The unplatted land was appraised by comparison with values established in 
recent transactions. This comparison was expressed in a valuation formula 
worked out for each township. The basis for this formula was in each case local 
sales of real estate since 1920, giving most weight to those since 1923. The 
information in regard to these sales was obtained, as previously mentioned, from 
county records and was supplemented by interviews with parties to the transac 
tions, by questionnaires when it was not practicable to interview the parties, 
and by information from real-estate agents and others. It was necessary to 
eliminate sales that obviously would not reflect values, such as those between 
relatives, transfers for perfecting title, and those with considerations of uncertain 
value at date of sale. 

The variables in the valuation equation were the most obvious and readily 
measured factors affecting value in each township, such as land use, soil, topog- 

“raphy, distance from local market or population centers, distance from roads, 
and quantity of merchantable timber. By restricting each formula to a given 

31 The forest types were based on those described by Kittredge (27). 
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locality and basing it primarily on local sales, many valuation factors such as 
accessibility to general markets, climatic conditions, and development of the 
community were eliminated from consideration, thus making it possible to use a 
relatively small number of sales with confidence. 

The constants in the valuation formula used to meacure the effect of the 
different valuation factors were determined by inspection. This was accom- 
plished by successively grouping the properties on the basis of the different factors, 
so as to find out how each factor appeared to affect the selling price. Most of 
the sales involving farm land included buildings, making it necessary to allocate 
to buildings a part of the purchase price. This was done by using the building 
value estimated by the formula method previously described, except in the rare 
cases when definite allocations of the price had been made for buildings by the 
parties concerned. In such cases these allocations were used. An element of 
judgment, based in part on comparison with similar towns, was usually necessary 
to evaluate certain factors not sufficiently covered in the available sales. A 
preliminary formula thus obtained from a consideration of all the sales and related 
information was then tested by applying it to all the properties which were included 
in these sales. Comparison between values computed by this formula and the 
actual selling prices usually pointed to certain improvements in the formula. 
The constants were adjusted accordingly, and the process was repeated until the 
formula would fit the greatest number of the reliable seiling prices. The small 
number of sales available in the northern Minnesota townships chosen made this 
inspection method of determining the valuation formulas more satisfactory than 
the standard statistical method. 

WISCONSIN 

Jt is unnecessary to repeat the detailed procedure used in Wisconsin, where 
the field studies were made the year following that of the Minnesota work and in 
general followed the methods just described. The experience gained in Min- 
nesota proved useful, and more time was available for fieldwork, so that a more 
thorough examination of the selected towns was possible. Not only were the 
roads traversed, but at least one foot traverse was made through every section. 
The route being usually along the quarter line directly bisecting the section. 
In the towns of Henrietta and Three Lakes, where the survey lines could not be 
readily followed on account of lakes and hills, the assessors were employed to 
assist in making locations. 

The property classes used in Wisconsin were not quite so well adapted to the 
purposes of the forest-taxation study as those recognized in the Minnesota work, 
as they were based primarily on ownership and do not permit definite segregation 
of timber and cut-over properties. Their choice was determined by the desire to 
make the data collected in Wisconsin comparable with certain other data eol- 
lected in the previous year for a general economic study in Lincoln County, Wis., 
and to facilitate cooperation with the State College of Agriculture, which was in 
a position to offer valuable assistance and which was interested in using the results 
of both the later study and of the Lincoln County investigation for purposes 
somewhat different than those contemplated by the forest-tax study. 

Major buildings were recorded on field schedules much as in Minnesota, and 
the number and condition of outbuildings were also noted. The unit values for 
buildings of different types used in Minnesota were modified to fit Wisconsin 
conditions. In the course of the fieldwork, whenever a building had just been 
constructed, an endeavor was made to ascertain the cost from the owner or from 
someone else having knowledge of the facts; and wherever a property had been 
purchased, the owner was asked to divide the purchase price between buildings 
and land. With all this information, the unit values per cubic foot were com- 
puted for different types and conditions of buildings, and these unit values were 
applied to obtain a total value of the buildings on the property, much as was done 
in Minnesota. The unit values adopted in Wisconsin were slightly higher on the 
whole than those used in Minnesota... For a frame farmhouse in average condi- 
tion, the unit value per cubic foot was taken as 9.2 cents in Wisconsin, as com- 
pared with 7.8 cents in Minnesota. 

New HAMPSHIRE 

It has already been explained that the appraisals in Fremont and Richmond 
were made individually by expert appraisers. In Fremont the two men worked 
together, so that the results there represented the combined judgment of both. 
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In Richmond they worked entirely independently in order to economize time, 
and the results in this town must be regarded as subject to the differences in 
judgment which practically always occur between two or more qualified appraisers, 
especially where there is no background for their work in local-valuation data 
systematically collected and compiled. 

In the town of Loudon the appraised values of the land, exclusive of buildings, 
were computed by means of a statistical formula. This formula took into 
account the principal factors affecting value and was based on values of 134 
individual properties, as determined by one of the same expert appraisers who was 
responsible for the individual appraisals in Fremont and Richmond. Also these 
appraised values were tested by the available information in regard to sales and 
were found to be in accord with selling prices. The larger number of basic values 
made the use of the standard statistical method more desirable than the inspec- 
tion method of correlation which was used in Minnesota and Wisconsin. The 
building values were approximated by a formula which took into consideration 
the cost of production and depreciation, as well as the obsolescence owing to over- 
building and other causes. 

The elements of real-estate value in Loudon were improvements, merchantable 
timber, and bare land. The improvements consisted largely of farm buildings, 
and the merchantable timber was principally second-growth white pine, 30 to 50 
years of age. The unmerchantable timber (young growth) was included with 
pare land. In all of these appraisals land and improvements were valued sepa- 
rately. 

After experimenting with the various possible factors affecting timber and land 
values, the following were combined and treated by multiple correlation: 

X o=value per acre of total area. 
DF — vouumne of merchantable timber per acre of total area in thousand board 

eet. 
x — xX 1°. 

X3;=ratio of area in crop land to total area plus 0.45 times ratio of area in pasture 
to total area. ; 

X,=ratio of area in forest to total area. 
n=age of the unmerchantable timber in years. 

b;-b4 =the unknown unit values, to determine which the correlations were carried 
through. 

The equation became: 
Xo=6,X;+0.X.+ b3.X3+ b4(1.04) aX,. 

The introduction of (1.04)* implies that the unmerchantable timber increases in 
value by 4 percent of the total value of land and timber each year, an assumption 
which was checked by inspection of the appraisals. It was found, however, that a 
slight alteration of timber values would improve the accuracy of the formula. 
When the residuals from the unaltered formula were plotted against timber 
volume per acre, the freehand curve drawn indicated that the low and high 
volumes per acre were overappraised and that those in the middle range were 
underappraised. Adjustments were made for X,; and X2 by substituting readings 
from a second freehand curve drawn in terms of unit value per thousand and volume 
per acre for the values computed in the original formula. 

SUMMARY OF ASSESSMENT RATIO DATA 

The data obtained in original studies of assessment ratios are sum- 
marized in tables 23 to 29. These tables show the assessment ratios 
of the principal groups of properties with which these studies are 
concerned, together with the aggregate assessed values and aggregate 
estimates of true value on which these ratios are based. They also 
show the areas of land in each group for which this information is 
available. The number of properties and coefficients of dispersien 
are given for the studies in which the individual properties were 
valued by considerations realized in sales, or by fairly intensive 
appraisals. The more important of these figures will be repeated in 
smaller tables in connection with the following discussion of assess- 
ment results. 
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TABLE 23.—Summary of assessment ratio data by property classes, 1926; selected 
townships, Minnesota ! 

TIMBER AND CUT-OVER 

Timber Cut-over 2 

County and township As- Ap-_ |Assess- As- Ap-_ |Assess- 
Area | sessed | praised | ment | Area | sessed | praised | ment 

value} value | ratio value value | ratio 

Dol- Per- Per- 
Beltrami: Acres | lars | Dollars | cent | Acres | Dollars| Dollars | cent 

WW CIeS gelesen Wine eel he awk 0 0 Q/ns2228s 9, 037) 89,290} 63, 968 140 
BROT cp Hp ree a ioe aie ee rE ele 0 0 0 Q) Eee rs 9, 010) 144, 463} 81, 460 177 
Magali (pant) sass. See eke 0 0 Ojeseesee 2,561) 35,710} 12,803 279 

Hubbard: 
COP 7 oe Ae SN pe eae epee 0 0 (0 fees ape 17, 050} 253, 546) 85, 704 296 
Cre Wine Wake tue lec oce Sage 8 476| 16, 958 9,052] (4) 6, 337] 93,650} 32, 461 289 
LEAN Cav] Dp oa) Gok: Pe eR MS See 291} 4,812 2,310) (4) 9, 032) 135, 243) 69, 813 194 
Schooleralte 2 Soe mo ced ae ee 680} 9, 370 3, 830 245] 16, 883) 234,013} 75, 767 309 

Lake: 
T.59N., R.& W. (in Beaver Bay)__--} 11, 351/138, is 131, 345 106} 3,430) 17,769} 19,290 92 
T.58N., R.6 W. (in Cramer) ----__-_- 0 |e eee 20, 871) 145, 965 57, 998 252 
T.54N., R.10 W. (in Silver Creek) -- 0 i (0) eae 19, 972) 167,970} 131, 463 128 

St. Louis 
Iimbarrasss see) soes22e te ee oud 120 330 1, 290) (4) 10,968; 50,296} 77,679 65 
MOU Olas ee eres Sune pa ca 0 0 Ol eae 33, 137| 279, 789} 182, 984 153 
Th 54/and 5b Ne, Rela Wren bees oe 880} 26,559} 24, 158 110} 39, 958} 222,968} 103, 457 216 

FARM 

| 
Land Improvements Total 

County and township As- | Ap- |Assess-| As- | Ap- |Assess-| As- | Ap-_ |Assess- 
Area | sessed | praised | ment | sessed] praised | ment | sessed | praised | ment 

value | value | ratio | value} value | ratio | value| value | ratio 

Dol- Per- | Dol- Per- | Dol- Per- 
Beltrami: Acres| lars | Dollars | cent lars | Dollars | cent lars | Dollars | cent 

TOY (eS Se ee aes 11, 577/111, 836] 126, 610 88| 4,275] 32, 216 13/116, 111] 158, 826 
IDronn eee ee 9, 699}164, 208} 209, 490 78\ 5,506 73, 286 8/169, 714] 282, 776 60 

Hagali (part)3_------- 2, 685} 34, 056 28, 150 121, 3,220 22, 461 14| 37, 276 50, 611 74 
Hubbard: 

Olayeine ee. eeu ee 2, 040} 30,350) 15,830 192) 2,941 5, 414 54] 33,291) 21, 244 157 
Crow Wing Lake----] 7, 205|171, 672} 165, 860 104: 15, 871 31, 512 50)187, 543) 197, 372 95 
Lake Emma__-_------ 3, 602) 60, 622 52, 660 115: 13, 695 26, 252 52) 74, 317 78, 912 94 
Schoolcraft__...-.---- 1, 410} 18, 666 10, 200 183° 2,577 7, 561 34) 21, 243 17, 761 120 

ake: 
T, 59 N., R.8 W. (in 
Beaver Bay). ------ 2,038} 9,465) 25, 230 38] 1, 782 7, 930 22) 11,247) 33,160 34 

T. 58 N., R. 6 W. (in 
G@ramer) = 222-2 399} 1,990 3, 606) (4) 332 1,328) (4) 2, 322 4,934] (4) 

T.54N., R.10 W. (in 
i Silver Creek) ____-- 3, 047| 27,249} 39,980 68} 9,829) 32,613 30! 37,078} 72, 593 51 

St. Louis: 
Embarrass_---------- 9, 627| 34,629} 133, 300 26) 29,908! 110, 192 27| 64, 537| 243, 492 26 
Moivolaeieessoe see 7, 231} 60, 828) 118, 800 51] 22,365} 62, 009 36] 83, 193] 180, 809 46 
T. 54and 55 N., R. 14 

VY fared ek ee SOULE: 3 78 558 370) (4) 0 (0) eee 558 370} (4) 

See footnotes at end of table. 

101285°—35——_8 
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TABLE 23.—Summary of assessment ratio data by property classes, 1926; selected 
townships, Minnesota—Continued 

RESORT AND TOTAL 

| Resort 2 All classes 

County and township As- Ap- |Assess- As- Ap-_ |Assess- 
Area | sessed | praised | ment | Area | sessed | praised | ment 

value | value | ratio value | value | ratio 

Dol- Per- Per- 
Beltrami: Acres lars | Dollars | cent | Acres | Dollars| Dollars | cent 

IN CKLGS! Se Lo eee. Reena leerien oil am 109, 1,541 1, 034) (4) 20, 723} 206, 942) 223, 828 92 
Mrohn hee eee aes ee ee 1,049 14,341! 19,815 72) 20, 066) 332,804) 386, 511 86 
Eka galig(pant) sae 832) 12,030} 11, 304 106} 6,478} 90,410) 77,886 116 

Hubbard: | 
© aye Es Pee Be ce eee tl 1, 959) 32,360! 22,079 147! 21, 049} 319,197) 129, 027 247 
Crowa\Wing Wake wes see 2, 857) 52,329] 49, 241 106) 19, 487} 396, 592} 301, 786 131 
IN Gy Dianne os ee es 4, 257/101, 112} 120, 703 84| 17, 182) 315, 484) 271, 738 116 

‘, pecocleraty pee eA EC A SY) es 0) 0 (I) ee ae ee 18, 973} 264,626! 97,358 272 
ake: 

T.59N., R.& W. (in Beaver Bay) -__-- 363) 1, 635 1,341) (4) 17, 182} 169,419} 185,136 92 
AM ESR IN ES 1R8 (3 \iVig (Ghat Cinnaaep) a8 oe 0) 0 QO} 22S 2021-270) L485 28715 1628932, 236 
T.54N., R.10 W. (in Silver Creek) __ 0 0 (1) ee 23, 019} 205, 048) 204, 056 100 

St. Louis: 
IRsMDAaTRASS 2s sees eee ee ee 0 0 Qjzssse53 20, 715} 115, 163) 322, 461 36 
POO lASE es et eet Sa Sea 0) 0 OS 41, 424) 372, 285} 373, 563 100 
Hee HANA ED ONE arte la Wie eee ne 281) 2,742 1,140) (4) 42, 431] 261, 290) 132, 745 197 

1 Sources of data: Areas and assessed values (assessors’ ‘‘full and true’ values) from township assess- 
ment rolls of 1926. Appraised values by members of the staff, using methods which are explained in the 
text. Assessment ratios computed from assessed and appraised values. 

2 Improvement values are included under cut over and resort. ‘Those under cut over are negligible in 
amount. 

3 Based only on those areas which were examined, representing 31 percent of the entire area of the town- 
ship and 34 percent of the total assessed value. 

4 Areas under 500 acres and improvement values totaling less than $2,500 are not considered sufficient 
samples to warrant computing assessment ratios. 
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TaBLE 25.—Summary of assessment ratio data by predominant cover, 1926; selected 
towns, Wisconsin } 

Timber Cut-over Cleared land 

Town As- Di Ga As- D- ne As- | Ap- mae 
Area | sessed | praised nts Area | sessed | praised aang Area |sessed|praised aa 

value} value Pare value | value ae value} value ratio 

ef ee EE | |  — || | | | | "=" 

Acres| Dol. Dol. Pct. |Acres| Dol. | Dol. | Pct. |Acres; Dol. | Dol. | Pet. 
Athelstane_____-.___ 196} 1, 440 2,160) (2) |49, 367/289, 160/290, 740 99) 4, 200/26, 870} 93, 010 29 
Bartelnres ae see 3, 120/106, 800} 173, 270 62) 9, 804/108, 485} 77, 220 140 786|11, 500} 26, 270 44 
Bayiviecweees eae 53 200 550! (2) 117, 880/153, 850/123, 810 124 793)22, 179) 27, 810 80 
Henrietta__.__.--__-- 280) 5, 210 4, 820} (?) 1, 132) 22, 909) 19, 830 116} 1, 823/51, 180) 80, 940) 63 
Taonga eee 24, 976/366, 995}1, 572, 860 23/25, 971] 92, 774)230, 068 40| 1, 669/11, 844) 68, 980 17 
Little Rice_________- 405| 2, 335 6, 150; (2) |27, 678/135, 869)168, 500 81 706' 4, 765} 14, 880 32 
Morse (nonmineral 
DAL) yee es aay 5, 522)134, 010) 160, 930 83/37, 530)450, 405)462, 250 97| 1, 263/27, 000) 34, 080 79 

ING UB bi aNe oN a 2,918) 90, 285 (3) (3) 22, 496}294, 165) 182, 830 161) 1, 301/31, 165) 46, 650 67 
Three Lakes_-_-_---- 3, 806} 58, 175 90, 690 64/22, 952/162, 675)230, 270 71] 2, 290/64, 035)113, 620 56 

1 Sources of data: Areas and assessed values from town assessment rolls of 1926. Appraised values by 
members of the staff, using methods which are explained in the text. Assessment ratios computed from 
assessed and appraised values. 

2 Areas under 500 acres are not considered sufficient samples to warrant computing assessment ratios. 
3 Timber was not appraised in Murry. 

TABLE 26.—Summary of assessment ratio data by property classes, 1928; selected 
towns, New Hampshire } 

Forest Farm 

| oS | 

Town and ps | ares As- : As- IO _| cient i As- Ap- i 
ownership E TOD: Area | sessed | praised Been of Eee Area | sessed | praised | ae 

URES value | value aa dis- value | value ! : 
atio per- ratio 

sion 

Num- Dol- Per-| Per- | Num- Dol- Per 
Fremont: ber |Acres| lars | Dollars| cent | cent ber |Acres| lars | Dollars| cent 

Resident_____-- 84| 2,972) 72, 515) 94, 039 77 25 68} 2, 804! 89, 340} 138, 513 64 
Nonresident--__- 120} 3, 370} 71, 940) 141, 145 51 37 12 786} 22, 255} 32, 965 68 

Totals: 22. 204] 6, 342/144, 455| 235,184 61} 38] 80/3, 5901111, 595! 171,478) 65 
Loudon as ar 

Resident______- 23] 1, 164} 19, 250) 19, 276 100 Saves 222)17, 744/367, 750) 491, 960 75 
Nonresident_-_-_- 78| 4, 483] 65, 413] 71, 850 Ol eee 36) 2, 383] 42, 585} 48, 440 88 

Totale2 22. 101) 5, 647| 84, 663' 91, 126 QB es Nu eat 127/410, 335) 540, 400 76 

Richmond: TE 
Resident _-__-__- 73| 4, 176) 72,650) 89, 087 82 26 58} 2, 714} 53,910} 77, 453 7 
Nonresident--_- 200)15, 228/210, 380} 295, 397 71 34! | 13 597) 11,150) 13, 437 &3 

Motalvs. 273/19, 404/283, 030} 384, 484 74 32 71| 3, 311] 65, 060} 90, 890 72 

Other All classes 

Fremont: 
Resident_____-_- 2 82 268] 79, 955} 125, 300 64 18 234| 6, 044/241, 810) 357, 852 68 
Nonresident_-_-_- 22) 194, 28, 090) 42, 885 66 23 154} 4, 350}122, 285} 216, 995 56 

Mo tales es 2104 462)108, 045] 168, 185 64 19 388] 10, 394/364, 095] 574, 847 63 

Loudon: meray Fal | SN oe TAGES Con 
Resident ______- 62 530! 39, 723) 58, 041 68|22 ees 307/19, 438]426, 723] 569, 277 75 
Nonresident_-_- 41 987| 24, 358} 29, 248 So aes 155} 7, 853)132, 356} 149, 538 88 

Dotalastas= 103} 1, 517) 64, 081) 87, 289 (Peaks 462)27, 2911559, 079} 718, 815 78 

Resident ______- 29 266} 19,475} 24, 886 78 18 160} 7, 156)146, 035} 191, 426 7 
Nonresident--_- 13 60} 3, 550 3, 591 99 27 226)15, 885)225, 080) 312, 425 72 

Total_____- 42 326] 23,025} 28, 477 81 20 386]23, 041/371, 115) 503, 851 74 

1 Sources of data: Number of properties, areas, and assessed values from town records. Appraised values 
by experts temporarily attached to the Fcrest Service through the cooperation of the New Hampshire 
State Tax Commission. , Properties in Fremont and Richmond were appraised individually in the field; 
those in Loudon in the office by comparison with sample individual appraisals and sales. Assessment 
ratios computed from assessed and appraised values. Coefficients of dispersion computed from assess- 
men ratios of the individual properties in each group, weighted by appraised value, as explained in the 
ext. 
21 property assessed at $100 and with consideration of $75, without any area. 
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TaBLE 27.—Summary of assessment ratio data by property classes, 1925-27; 

County 

Ashland_--- 
Bayfield__- 
Burnett__-- 
Douglas-_--- 
Florence--- 

Langlade-__- 
Lincoln_.--- 
Marinette-_- 

Rusk 
Sawyer-_-_--_ 

Washburn - 

Ashland___- 
Bayfield_-_- 
Burnett-__-- 
Douglas__-- 
Florence---_ 

Langlade__- 
Lincoln ____ 

Sawyer-_-_-___ 

Washburn - 

Ashland_-_-_- 
Bayfield___ 
Burnett___- 
Douglas___- 
Florence__- 

Sawyer_-_-__ 

weighted by consideration, as explained in the text. 

Prop- 
erties 

Area 

602 
2912, 700 
8| 1,170 

14, 2 598 
14, 876 

0 
480 

1, 048 
0 
0 

1, 279 
653 
408 
280 

0 ONHNNIONOOOWO FH 

4,110 
5, 260 
1, 272 
1, 520 

780 
1, 095 
1, 141 
5, 091 
9, 334 
7, 509 
2, 563 
8, 525 
5, 548 
6, 315 
3, 292 

153}10, 909 
230)14, 876 
38} 2, 135 
10| 597 

Timber 

value 
Assessed|Consid- 

eration 

10, 100 

Farm 

121, 731 
165, 934 
38, 460 
60, 950 
7, 720 

11, 703 
23, 479 

230, 423 
234, 535 
193, 270 
58, 535 

188, 621 
304, 875 
169, 866 
56, 933 

478, 252 
510, 460 
36, 580 
17, 008 

122, 349 
202, 934 
69, 000 
85, 700 
26, 150 
23, 399 
40, 700 

341, 047 
410, 120 
343, 426 
97, 950 

249, 126 
386, 950 
286, 066 
108, 204 
657, 380 
585, 272 
75, 635 
30, 750 

Coeffi- 

Assess- oer 
ment dis- 
ratio per- 

sion 

Pet. 
59 16 
AONE 
34 ee aha 

82 |he foes 
39 28 
77 29 
53 17 
55 13 

65 /ekere 
71 18 

OA |e 
41 25 
84 12 
Gyre 

99 22 
82 25 
56 30 
71 24 
30 55 
50 49 
58 42 
68 21 
57 25 
56 34 
60 36 
76 25 
79 13 
59 26 
53 35 
73 19 
87 19 
48 45 
55 23 

Residential and business ? 

6, 555 

57, 403 
35, 580 
16, 699 
13, 765 
65, 616 
83, 825 
52, 300 
51, 800 
45, 320 
62, 852 
91, 550 
28, 750 
61, 500 
10, 215 
29, 195 

173, 735 
39, 065 
18, 305 
12, 360 

1 Based on 1 sale only. 

72 24 
64 31 
62 24 
75 40 
46 35 
42 37 
61 51 
47 44 
52 29 
50 39 
50 34 
87 29 
70 24 
65 38 
38 46 
45 33 
88 25 
78 4] 
53 47 

selected counties, Wisconsin 

Prop- 
erties Area 

No. |Acres 
80'10, 080 

107'11, 826 
133/11, 092 

7, 614 
9, 552 
7, 382 
6, 819 

308|24, 644 
96/11, 889 
79 7, 047| 

16, 823} - 

Cut-over 

Coeffi- 
cient 

Assessed!Consid- pees, of 
value | eration Tp dis- 

per- 
sion 

Dol. Dol. Jeti 
64, 402} 45, 945 140 41 

118, 883) 95, 145 125 33 
95, 913) 106, 450 90 33 

102, 635} 100, 377 102 38 
50, 255} 69, 494 72 26 
42, 862| 52, 300 82 27 
52,629) 46, 636 113 30 

113, 476} 92, 427 123 49 
111, 342} 133, 100 84 25 
169, 485] 192, 760 88 48 
56, 268] 64, 564 87 26 

279, 035] 249, 889 112 29 
600 400) 1150)_--_____ 

73,095) 66, 106 Ut 29 
50, 622) 53, 342 95 43 
74, 250} 76, 510 97 28 

334, 699| 299, 760 112 19 
82, 604! 86, 834 95 a 
77, 468] 78, 536 99) 38 

Resort 2 

18, 275| 27, 082 67 26 
24, 430] 62, 431 39 45 
15, 241} 31, 133 49 53 
16, 663} 38, 752 43 47 
38, 365| 83, 275 46 44 
14,470} 31, 939 45 34 
44,925) 108, 831 41 49 
33, 095| 70, 635 47 42 
48,190} 92, 130 52 36 
11,877) 19,817 60 33 

100, 080} 174, 159 57 40 
9,550} 11, 187 85 22 

0 Ole Seeee besa ae 
27, 381| 48, 890 56 49 
83, 980} 173, 378 48 49 
62, 438} 141, 997 44 32 

100 200 LH Olea as es 
191, 556} 396, 406 48 43 
39,815] 66, 763 60 52 

All classes ? 

264, 278| 284, 394 93 33 
333, 442) 400, 090 83 38 
163, 414} 233, 282 70 39 
190, 593} 238, 594 80 39 
133, 352) 265, 295 50 42 
337, 119} 792, 263 43 32 
185, 603} 291, 167 64 50 
473, 656} 691, 259 69 35 
435, 962] 714, 520 61 30 
406, 267] 618, 855 66 43 
267, 293) 438, 323 61 37 
527, 976| 575, 452 92 30 
348, 670] 448, 850 78 14 
277, 007| 411, 277 67 35 
218, 435} 411, 479 53 48 
702, 352)1,072,177 66 30 
894, 921| 942, 397 95 21 
334, 756] 591, 630 57 45 
140, 846} 188, 409 75 47 

2 Area not available. 

Sources of data: Number of properties, areas, assessed values, and considerations from records of the 
Wisconsin State Tax Commission. Assessment ratios computed from assessed value and consideration. 
Coefficients of dispersion computed from assessment ratios of the individual properties in each group, 

Since these coefficients are of little meaning if based 
on a very small number of ratios, they are omitted for groups in which the number of properties is less 
than 7. 
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TABLE 29.—Summary of assessment ratio data, by property classes, 1925-380; 
selected counties, North Carolina 

Forest and transitional 

County As- Con- |Assess-| Coet- 
Prop-| area | sessed | sidera- | ment | eDt of 
erties ; ~~ | disper- 

value tion ratio Son 

No. |Acres| Dol. Dol. Pet. Pet. 
Beaufort -_-_- 43] 3,531] 56, 843) 59, 331 66 27 
Chatham__ 31} 1,756] 23, 515} 31, 614 74 44 
Macon__-_-- 22} 1,313} 13,882) 17, 132 81 55 

Other 

County Coeffi- 
As- Con- |Assess- cient of 

EOD: Area | sessed | sidera- | ment 
value tion ratio 

No. |Acres| Dol. Dol. Pet. Pct. 
Beaufort- -_-_ 8 89} 19,597] 12, 930 152 47 
Chatham_-_ 39 154! 24,845) 36, 004 69 46 
Macon_---- 31 430) 43,041] 77, 033 56 32 

Farm and pasture 

AS- Con- |Assess- Co 
sessed | sidera- ment 
value tion ratio 

111) 6, 627 
60} 2, 791 

Prop- 
erties Area 

Dol. Dol. Pet. Pet. 
173, 116} 206, 448 84 29 
127, 097| 161, 137 79 27 
54, 037] 66, 006 82 30 

All classes 

As- Con- |Assess-|COeHi- 
: cient of 

sessed. sidera- | ment Genre 
value | tion | ratio es 

181} 8, 537 
113) 4, 534 

Dol. Dol. Pet. Pet. 
249, 556) 278, 709 90 31 
175, 457] 228, 755 77 32 
110, 960) 160, 171 69 37 

Sources of data: Number of properties, areas, and assessed values from county records. Considerations 
reported by parties to the transactions, or inferred from deeds. Assessment ratios computed from assessed 
value and consideration. Coefficients of dispersion computed from assessment ratios of the individual 
properties in each group, weighted by consideration, as explained in the text. 

RESULTS OF ASSESSMENT 

INEQUALITY AMONG INDIVIDUAL PROPERTIES 

The fact that individual properties are in general unequally 
assessed is so well-known as scarcely to require proof by studies of 
assessment ratios. Since real estate is assessed either by properties 
or by parcels, it is inevitable that whatever inequality may exist 
within assessment districts is reflected in different assessment ratios 
for different properties or parcels. The extent to which individual 
assessment ratios vary within the same county as well as within 
certain property classes is illustrated by tables 30-38, which represent 
counties in Wisconsin, Oregon, Washington, and North Carolina, 
where forests are a substantial part of the real estate. 
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TAELE 30.—Number and value of properties sold by assessment ratio and property 
classes, 1925-27; Forest County, Wis.! 

; Residential 
ly - Resort : Assessment Tee imber Cut-over Farm em ibasinecs All classes 

class |e a a 
Sales | Value | Sales | Value | Sales | Value | Sales} Value | Sales! Value | Sales | Value 

Num-| 1,000 |Num-| 1,000 |Num-| 1,000 |Num-| 1,000 |Num-| 1,000 |Num-| 1,000 
ber j|dollars| ber |dollars| ber |dollars| ber | dollars| ber |dollars| ber |dollars 

Q-O eee Get AO ea Ee BR, Ope aele (0) | eae QO} eas ie 2 34.9 
ICQ KS VU ee Sd oe A a 1 16. 2 1 2.0 1 2.8 CO pee i os 9 12.0 12 33.0 
20220 a) i se ae 41/1 175.8 1 30 4 5.8 5 2.9 10 13.0 24 198. 2 
30=30 ta ee ee eee 5 32.6 2 1.3 2 1.2 10 15. 6 17 12.3 36 63. 0 
(Tye We URI Sy ee ot De SueedaG 4 2.4 2 1.8 2 2.9 8 | 22.1 19 | 256.8 
HOR59 hs SUE al ee 6 86. 1 8 3.3 4 3.5 10 4.4 7 6. 4 35 103. 7 
606922 2 ES a 2 4.4 13 7.0 1 .6 3 1.6 8 9.1 27 PPR 7 
(Mai bes Ba sa ee 3 7.6 16 6. 2 5 3.9 3 1.9 10 5.0 37 24.6 
SO=R0 fee ee Rete es 1 2.0 19 9.9 On| Beeeeee 3 1.3 3 Pe I 26 15.3 
90-90) tas ee eee 1 6.5 4 7.9 3 3.8 ())j x ei ale Ouse 8 18. 2 
TOO=109 See ee ae 1 2.5 10 6.4 On| aeeeee i 22 2 .4 14 9.5 
VION G sence ee 1 6.0 1 HD (Fa Paces er 1 1.0 Ou ae se 3 7.5 
D201 20 ee le Pao ay Qi ees 4 2.5 Oakes 1 all (is) eee men 5 2.6 
PRO=139 i aes eee Ouikewe: 2 eed (3a peeeeete ea 0) | ee gee ee ()p:| Sete eed 2 hel 
L5QST SQ Ea oa ae ee (Ty Dee See 2 .4 Ouse Og) ee Ca Yiel a a 2 2 4 

pe he Qs seca 1 .3 Oweah aes OPE Secs (Uji eae ed 1 .3 
Z30=230 ae aes eee Qu send ee 1 4 Oe Quisees ON ee Pes 1 .4 
ZAQ=24 Oni eo Bae Qi oie SiN 1 511 (0) epee cas (Oa Ra eee On| 22a 1 351 
260-269 ee a ee Qa Borers Oveea. ses (2S | [Essa ee et | (pea te et ie Alea ea 3] (A)ir o/c eee ee 

Totalees ase 29 | 600.8 90 52. 4 22 23. 4 39 31.9 75 83.8 255 792. 3 

1 Source of data: Information from records of the Wisconsin Tax Commission (refer to table 27). 
2 No sales in classes omitted. 
3 Eliminated in computing totals. 
4 Value of $50 or less. 

TaBLE 31.—Number and value of properties sold by assessment ratio and property 
classes, 1925-27; Langlade County, Wis.! 

: i Residential 
Assessmen ati Timber Cut-over Farm Resort Andina siness All classes 

class 2 SS SSS SSS SS SSS SSS LSS SSS SS 
Sales | Value | Sales | Value | Sales | Value | Sales | Value} Sales} Value} Sales} Value 

Num-| 1,000 |Num-| 1,000 |Num-| 1,000 |Num-| 1,000 |Num-| 1,000 |Num-| 1,000 
er |dollars| ber |dollars| ber |dollars| ber |dollars| ber |dollars| ber |dollars 

QE OS Ss Se BERS eee Que See ORL ess (ieee ieee 3 1.4 (OP es es 3 1.4 
1LOH10 oe ea oat (0) eee ees (O)yd ieee eee (0) | eseaenk 6 2.3 1 1.8 7 4.1 
20H 29 ee aoe ee ee Of tea 2 2.8 2 6. 0 13 19.1 3 14.3 20 42.2 
Ue ead ene Ee 2 Wee 4 7, 4] 11.0 8 Ga3 6 8.0 24 35.3 
40-49 ta Wa ee ie» 5| 47.8 6 6.6 12| 36.3 8 One 3 6.5 34] 102.4 
Fit Ooi, pa nS Sea se 4] 48.5 12 9.0 13 | 54.9 14| 14.7 6 7.8 49 | 134.9 
60=69 Se ae ee 1} 20.0 10 9.2 18 | 82.3 9 9.2 4 4.6 42) 125.3 
O19 Scheele e eean ON seen 3 Jal 20) 83.8 2 6.0 3 2.6 28 93.5 
SO-SOs pee Se kath Fee zee 1 8.3 11 4.3 3 16.6 6 1.9 5 2.6 26 33. 7 
Q0= 90 tasks PUG Seas 1 3.5 12 8.6 9} 33.9 2 1.9 1 gil 25 48.0 
1OO=109L 2 See re eet (1) [ARES 11 4.8 2 9.8 4 Ie 5 2.4 22 18.7 
IO Sa eae ees ee On aaa 10 | 10.3 2 6. 4 (0) eda 2 .4 14 yt 
120—120 02 SS (hal eet 11 5.6 OUISS sore OF | Saeeeer OF /-2 See 11 5.6 
1S0=139R Sean ee ees Obata g 3.4 Og|Baaeae Qi) eee pas 1 3 10 3.7 
1402149 ee eee ee Oi ees 4 2D Ope (0) ee (0) fear 4 Da) 
1S sh he ee a (0) a a 6 2.8 Op) (O}alistaes Oe 2 4 8 352 
160-1692 seks Se es eee Op SAS ee 4 ees On Sees (OV PS (i At ase 4 WY 
TD Ae ea es eae AS Oi Biers 3 2 Oy 22 eee Oulsexeres Ose 3 iby 
TSO TSO WuE are Siew Da ee ia 2 .9 One See Ou SS Oe Seok 2 .9 
190=199 222th Qn ee eal 1 sil Ouse ae Ones eee Ouse ee 1 Sil 
2002209 ear Cee (0) fees 5 3. 4 Oul2 ese Qi: eee Of |Seeeee= 5 3.4 
Q10=219 ee ee ee (i): arts Se 2 ne Oh seekers Oh Ese see (ya eas eke 2 51 
220 = 220 rem e Boe aI (1): pee 2 325 (Os eee (a) (ee eer Ox|eatees 2 3.5 
2A0= 240 eke Bac oe ee Oi eee 2 25 (Hees Oy Resa Ones 2 .5 
250 = 2h Gta Op Saeewem 2 58 Ot see Ques aes Oe Saree ee es 2 ok 
260-2650 ee et Sea (O)t aoe ee 1 a3 QO} eet 0) Ree ase Qu Ree 1 583 
270-2(9 Ra ee Op) Sees 2 Le OO; eeee es (Op) eet eS Qe; 2 USC 
300-309 Sora ae ae One sees 2 38 Oa eae (0) ees es 3] (4) 2 .8 
S30=339 2 ete = ia ott (OT) le es 1 392 OR pee ee Q)Reesees ONS aes 1 = 
SOU =O09 eke oe woes OU eee 1 4.0 Oplasseae Qi) |e Q3\ho eee 1 4.0 
390-399 cae ee Oilzseiwes 1 aul (7h | Peps CO)md ieee sie eat Qa 1 sl 
420=499 Be eit es ae (1) ee es a 3 (il (See eee Qi ese Ouse meee 1 333 
440-449 Fe Op Bae ss 1 1 ()); | eee QO} eee Oe 1 at 

Notal=es ese 14] 185.4] 144] 92.4 85 | 341.0 75 | 70.7 42/ 51.8] 360] 691.3 

1 Source of data: Information from records of the Wisconsin Tax Commission (refer to table 27). 
2 No sales in classes omitted. 
3 Eliminated in computing totals. 
4 Value of $50 or less. 
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TaBLE 32.—Number and value of properties sold by assessment ratio and property 
classes, 1925-27; Lincoln County, Wis.} 

Residential 
and business| A!! classes Timber Cut-over Farm Resort 

Assessment ratio 
class 2 

Sales | Value | Sales} Value | Sales} Value | Sales} Value | Sales | Value | Sales | Value 

Num | 1,000 |Num-| 1,000 |Num-| 1,000 'Num-| 1,000 |Num-| 1,000 |Num-| 1,000 
ber |dollars| ber \dollars; ber |dollars| ber |dollars| ber |dollars| ber |dollars 

OES Coed es Rae (Oh) esata Qui peewee: Oye 2 3.9 Ove send 2 3. 9 
SDK OOS gage Le eee Oye 1 0.6 4 9.1 9 9.3 3 7.4 17 26. 4 
S039 Fee Se 2 2.0 3 4.4 12 52.4 16 13. 8 4 8.9 37 81. 5 
AAO 22 cies Se Th We eas 2 10. 8 i) 4.8 28 98. 6 14 25. 6 5 2.8 54 142.6 
B= 5 Oe ane oe ee 6 12.2 18 15. 5 25 90. 4 22 10. 6 6 10. 0 77 138. 7 
GO=69 Re aes es 2 4.6 21 12.6 23 72.1 21 10. 4 8 11.0 75 110.7 
CAO VAS Va ths tae oe gee 1 3.8 14 24.6 15 40. 4 17 10. 3 5 3.5 52 82.6 
SB (ss Oe a Sy BI) Aa Ojeda sees 21 15. 4 9 22.7 9 2.0 CH (Dee ta 39 40. 1 
GOH 9G Rte ee ae ei Onsen 11 10.3 8 12.9 2 .9 2 1.4 23 25. 5 
TOO=0OW RE. Aaa Oe ee ee 28 29.9 3 6.7 7 2.7 2 674 .40 39. 5 
LONG Bee eee Ou esos 7 6. 2 OQ) SS ON Soke Op eee 7 6. 2 
20 = 29M eee ae oe ee 1 4 10 4.1 1 1.5 2 oe) Op esee 14 6. 3 
SO 139 eee ee Oye ee ees 2, 9 1 3.3 2 1.0 1 LD 6 5. 4 
A014 Que ese (0) eee eee 2 4 of Opes ese 1 ee Onecare 3 .9 
PHO 15 One eee eS C0} ee 5 1.5 Open 3 .6 Os kona 8 2.1 
T6O=169 N22 Se eee 60) | Resta us 2 6 (OR aspera eee (0) Hee ae ees (OFF ae a 2 .6 
TSO 189 See Oi eae 1 .3 Obes ees 1 aul CO} aie 2 .4 
190-199_______-_-_-_-- Ove se ee 1 13 Oey oe sees Ossie Oy tena 1 3 
200-209 se eo ee Oy eae 1 574 CO Nitesest eee 2, 2 OU eae 3 .4 
PHN O72) [2] sis ae ec Onjbege Ret 1 a 3h (yy aca QO; eeeare Oj) SSae eee 1 aul 
280 260u sur eut Ss iy eee ee Oy eibras:: Od aN a 1 2) (i GSUae 1|} @) 
BO0=309 seas ee OL ON Soe 1 nil OnE eeeees Qn) vee (1) hfe aaa 1 ol 
Ca Ha OFC 0S J i Se Os) esate OV ees Oe eae ee 2 .2 QO) |e ae 2 57 
43034392 eee ie Queene iapeaan 4] 4.2 (OSH RA ee OV ee as CO pi ailitacd ae S| ieee 

Motales see 14 33. 8 155 | 133.1 129 | 410.1 133 92.1 36 45.4 467 | 714.5 

1 Source of data: Information from records of the Wisconsin Tax Commission (refer to table 27). 
2 No sales in classes omitted. 
3 Value of $50 or less. 
4 Eliminated in computing totals. 

TaBLE 33.—Number and value of properties sold by assessment ratio and property 
classes, 1921-28; Baker County, Oreg.! 

Cut-over and 
prarine Farm Other All classes 

en ee —— | 

Sales| Value | Sales| Value | Sales! Value Sales} Value | Sales} Value 

Assessment ratio class 2 

Num-| 1,000 |Num-| 1,000 |Num-| 1,000 |Num-| 1,000 |Num-| 1,000 
ber | dollars | ber | dollars | ber | dollars | ber | dollars | ber | dollars 

GeO se See ee chet 1 0.8 Oise es 1 0. 4 CO) tea ee 2 1.2 
Se a ES AS Oe 1 .4 Ose OF eae CO) ee teat 1 A 
20-20 pes oie pene ee Oa 1 1.5 QO) eae ea 4 20.1 2 2.9 7 24. 5 
30 ROOM eee Lerma wees 1 3 Que saee 5 89.7 1 3.1 7 93.1 
CS a a nea ce 2 9.2 3 3. 8 5 23. 8 2 2.2 12 39.0 
OS ee ae tad ele kere Sa 1 2.2 2 4,9 6 64. 6 (Oa Se 9 71.7 
605695222 e eee ee ae (Vis Paes eee a 1 6 11 83. 2 Oy ese 12 83. 8 
CUP ALR A oi US UHL Oye ees Opava kone 8 37.6 2 1.2 10 38. 8 
SOS Ose ates See ele 3 3.1 2 2.3 6 35. 6 CO eager 11 41.0 
GOSS Ose ee ae eRe ee oe ee 1 Mea, Qi eeyee ee On eee Qe eee 1 Me 2 
LOO=I09 Serene a ea een 1 1.6 2 .6 2 12.8 1 ad 6 15.7 
DQ EWG Se oas See oee sees ee Oues sees 4 3.1 5 17.9 1 5.0 10 26. 0 
NPA = 3A Sea ee a Aspe aol 1 2 Oe sae 2 3.5 Of s2eewess 3 3.7 
TSQ-VSOE! Se Sse Pee ee ae ) be secaee 2 1.5 1 7 Ul se eee 3 2.2 
AO RV A QE ee Ce 214 e SS ie ee Vileesansse 1 1.0 Op Eee aeehes Ques a es 1 1.0 
MOO SI59 oe ee ees ee Op nea 2 1.6 Oy | Paes (ON bare oa 2 1.6 
AO MAGS Oe eens Sea Eee OM ea See Op: See eee 1 8 1 ai 2 «9 
200—20 Ose aie ea Se ee O) poe ee 2 2 QO) ees ea 1) ape Se 2 .2 
PANY Pa) a ee ae ap Sa eae Ue eee One eee eke 1 6 OEE ey 1 6 
220 e200 wahoo ease eee Olifants Oe se eee 1 2.7 ON ee eee 1 2.7 
200 200 aaa aaa oe Gees ae See US) ae 1 8 OL seeeeeee Ouieeeen ey 1 .8 
280-280 ee a ae eae ees Oh fest ase 2 1.2 Opes eee Opeaneaes 2 1,2 
480-4800 eae oe oe es co ae ol 3.5 Op Sessa Oy ae eee OM oeees es CO) aed Ait 

Totalememe kee aera 13 21.0 24 21.6 59 | 394.0 10 15.2 | 106 451.8 

1 Source of data: Information from public records and parties to the transactions (refer to table 28). 
1 No sales in classes omitted. 
3 Eliminated in computing totals. 
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TaBLe 34.—Number and value of properties sold by assessment ratio and property 
classes, 1921-28; Lane County, Oreg.! 

Assessment ratio class 2 

Cut-over and 
Timber grazing 

Sales| Value | Sales| Value | Sales 

Num-| 1,000 |Num-| 1,000 |Num- 
ber | dollars | ber | dollars | ber 

(0 peel ete Ouest 4 
6 Soe 2 3.1 24 

11 43.1 5 2.0 57 
6 58. 3 4 3.5 42 
6 41.8 5 4.0 27 
5 20. 4 5 10. 4 16 
2 3. 6 4 3. 6 U 
3 7.9 1 .3 2 
2, 6.1 5 4.7 1 
2 3.6 2 3.7 3 
Oy See e ee Ones eeee 0 

Ope satan 1 4 0 
1 2.6 1 (3) 1 
2 6.8 UO cee 1 
1 By, On S2eeee 0 
(0) eee 4] 4.3 0 

47 227.6 35 35. 7 185 

Farm Other All classes 

Value | Sales} Value | Sales} Value 

a —  S 

1,000 |Num-| 1,000 |Num-| 1,000 
dollars | ber | dollars | ber | dollars 

122.9 17 28. 9 49 188.1 
245. 7 20 44.0 93 334. 8 
190. 6 4 4.9 56 257.3 
108. 5 6 6.1 44 160. 4 
79. 5 6 9.7 32 120.0 
13.4 3 6.7 16 27.3 
1.9 1 5 7 10.6 
8.0 Op eee ease 8 18.8 
1.9 OR) Ees sees 7 15.2 

ee Te 2 6 2 6 
Pe a Qesece Tee 1 4 

6 0) |Eeaeeeee 3 3.2 
6 bees sce 3 7.4 

ae Op|2eeeane 1 2 
eee Omeet eee 0), | hess 
SS ee 

789. 3 60 | 102.8 | 327 | 1,155.4 

1 Source of data: Information from public records and parties to the transactions (refer to table 28). 
2 No sales in classes omitted. 
3 Value of $50 or less. 
4 Eliminated in computing totals. 

TaBLE 35.—Number and value of properties sold by assessment ratio and property 
classes, 1921—28; Grays Harbor County, Wash. 

Assessment ratio class 2 

Timber 

Sales| Value 

Num-| 1,000 
ber | dollars 

CO fester a 
2 2.8 
On |Gete te 
1 2.0 
8 99. 2 
2 27.0 
1 1.0 
4 PAT 
3 38.3 
2 29. 2 
1 .5 
2 4.1 
1 4.5 
OM ee 
2 11.4 
1 elt 
Oy eee 
(Dy | eae ee 
2 1.6 
1 eo 
il aul 
CO aie ea 

34 251.0 

Cut-over and 
grazing 

Sales| Value 

Num-, 1,000 
ber , dollars 

4 7.0 
10 9.6 
ON SNP: 2 
5 6.4 

10 11.2 
Quite ess Aa 
3 aie 
3 9 
4 NA 
1) a3 
Qi eeeise bs: 
2 .9 
it al 

2) 9 
(ih) eee ieee 
2 2.8 
2 ee 

1 (3) 
One! 
(OV ose 
(O}H) Sees 

aol 41.4 

59 57.0 

Sales 

Farm Other All classes 

Value |Sales} Value | Sales} Value 

—_—_— | | 

1,000 |Num-| 1,000 |Num-| 1,000 
dollars | ber | dollars | ber | dollars 

17.8 6| 12.0] 22 36. 8 
59.9 7) 35590 42) 10892 
60. 0 PN TAG Ne 8p 87.3 
14.4 1 Tal cal 23.5 
24.5 Bye 1228 |) oon sta7a 
15.6 Oe 8 42.6 
1.9 5 4.6| 1 8.3 
2.0 1 1.6 9 30. 2 
1.4 yi aes. 8 41.4 
4.7 (| Pama” 6 34.2 
Hel 1 2.4 3 4.0 

A Ae 1 a 5 5.7 
Pee 1 15 3 5.1 
LN 1) ae Sa We 8) 9 
PS a Quibsee see ae 11.4 

3 (| aE ae 4 5.2 
ec GAs Ons ees ea 17 
Ca i eS esl) 
Meee ies Oy eer.) 1.6 
USES ds QO: Rae cea 1.5 

58 Of [cee 2 .4 
Rote oy Oy fee hee Oa eeeeeeeenes 

| |, O_O OES eee eee 

1 Source of data: Information from public records and parties to the transactions (refer to table 28). 
2 No sales in classes omitted. 
3 Value of $50 or less. 
4 Eliminated in computing totals. 
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TaBLE 36.—Number and value of properties sold by assessment ratio and property 
classes, 1925-80; Beaufort County, N.C. } 

Forest and 
transitional Farm and pasture Other All classes 

Assessment ratio class 2 

Sales Value Sales Value Sales Value Sales Value 

Number | 1,000 dol. | Number | 1,000 dol. | Number | 1,000 dol. | Number | 1,000 dol. 
1 1 SDS estat aa pe ep en (0) Eegak Cee ae 5.0 CO) ieee Sy ea 5.0 

AQ =AG eh is aa 1 9.0 5 22.9 1 0.6 Uf 32.5 
DG eae Se Be ee 4 2.9 7 21.4 1 8 12 25.1 
G0 eee eS See 6 6.1 11 28. 7 Of ee eee 17 34.8 
C7 Ao eae) ee ee Eves eee 2 1.2 10 19.5 1 3.0 13 23.7 
RORS OR Us ga eee eee cee 1 .6 10 24. 4 ONES 11 25.0 
EY) AO) ee les a I ees 3 1.4 12 40.6 Oye eee Seley 15 42.0 
1OOSLOOE 20 re or vee 15 26. 3 5 6. 4 1 i, 2 21 33.9 
NOG hs ee Se Ce eee 1 .6 4 9.6 1 9 6 11.1 
QOS 129 ee ea Se 2 3.4 5 8.0 On| Pa ee erase 7 11.4 
TSO Re ek eee ee ee 1 2.0 3 6.0 (0) ponerse ar 4 8.0 
NES ee ee 0 0 4 10.5 On Eee eee 4 10. 5 
V5O—15O Steak ea os 2 1.3 Qe tele (0) ian ss cals 2 L3 
WGQ=169L2 12 eee ee ee 1 .4 1 1.0 1 (3) 3 1.4 
WOW OLS s Se See 1 3. 2 CO) sae ee ee yi] eee ue 1 3.2 
TOQS1O9 Me ee Lee ene (OY g| Ss ania yk 1 5 A (Oi aes Gi RR 1 a7, 
200-209 hws ee eee ee 1 .4 1 1.8 (OF) Spi a oi 2 YD) 
DOE 229 ae) Ue ee Oe See (Oe (spe eae 1 6.1 it 6.1 
93 Qa 23 OQ Ee aa aa a eee 1 58} (0) (ase ey Ne ONE E seas 1 .3 
D025 Oe aa eee ree (1) ee Be a Op are ee 1 683 1 3 
DHO=269 Ree ae oes ee 1 we OU ee ee oe Qi ese tal Se 1 29) 
A ()() alee eek Sick OS 1 ail 1 alt (0). era ah Ara ar (0h (kee: eee oa 

Totals. eee ee 43 59. 3 80 206. 5 8 12.9 131 278.7 

1 Sources of data: Information from public records, parties to the transactions, and from deeds (refer to 
table 29). 

2 No sales in classes, omitted. 
3 Value of $50 or less. 
4 EKliminatéd in computing totals. 

TaBLE 37.—Number and value of properties sold by assessment ratio and property 
classes, 1925-80; Chatham County, N. C. } 

Forest and 
transitional Farm and pasture Other All classes 

Assessment ratio class 2 

Sales Value Sales Value Sales Value Sales Value 

Number | 1,000 dol. | Number | 1,000 dol. | Number | 1,000 dol. | Number| 1,000 dol. 
QE ees tee ae Ee 1 2.2 Op ee ae 1 PA, 2 4.7 
TOSIO 1) Vole ee aoe ees OuiSsas ees (0) A esesee eae eae 2 3. 2 2 3.2 
OLD ea ee ee ee 1 0 2, 2.5 2 .5 5 5.0 
BOE=30 See ORES ee Seen es (hil errr eae tmete 2 3.2 2 3. 4 4 6.6 
4049s vos oe ee 3 6.1 7 ~ 9.0 2 1.7 12 16.8 
Fgh VEG a a IO 1 2.0 10 20. 6 3 1% 14 24.3 
G6O=6OL RSs ae es Se oe ES 4 1.8 17 36. 1 10 13.6 31 51.5 
ThUS7h eee re ee eee 4 5.9 12 27.0 1 5 (6) 17 33. 4 
SOE OME Ese ae eee 2 ee 3 1.0 11 19. 1 1 2.0 15 22.1 
GO=O9 Ls. shi 4 NS Ga EY 2 2.3 9 9.3 1 .8 12 12.4 
LOQ=100n Ses eee hes ees 4 4.2 16 12.4 7 .9 i 17.5 
PIONS Gai A Ss Spee Oe oae 6 8.0 1 9 7 8.9 
120-129 2r ee. eee ere 3 1.1 3 2.5 2 2.7 8 6.3 
TSQH1GOe Set eee eee Os|Ras oo eees 5 6.3 (ON 2S eee ie 5 6.3 
TAQ 14 Rew ae aie BS ee 1 oof 2 1.0 OR SS FEE ee 3 1, 7/ 
5 Uf OS Lo ee 1 4 3 1.3 Oye seems cont 4 1.7 
NGOH169 282 Sts 3) Se Fi Set eee 2 al 3 1.0 CO A a a 5 ik, 7% 

NSO=189) 2.22. Sake he ee 1 1.2 (OF eee gee ea Oh ee eee ee 1 152 
2002209 Ree ess a eee 7 Ree eee 3 1.8 1 .4 4 OND) 
250-250 es 2 eee eles Wee OA hes (0) (taal saa 8 I i? 1 49) 
260-269 ea ee ae Soe (00a et eae er (0) laste eee pee 1 iL, a 1 iL al 
30023098 252i ee On See ae OF sees 1 (3) 1 (3) 
AQ OAR eews ER ae: Bhi Gp) S382 Sees 1 50) (05) eee pene OF eee oe 

MOtal wee seer os wee 31 31. 6 111 161.1 39 36. 1 181 228. 8 

eee of data: Information from public records, parties to the transactions, and from deeds (refer to 
table 29). 

2 No sales in classes omitted. 
3 Value of $50 or less. 
4 Eliminated in computing totals. 
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TaBLE 38.—Number and value of properties sold by assessment ratio and property 
classes, 1925—30; Macon County, N. C.} 

Forest and 
transitional 

Assessment ratio class 2 | 

Farm and pasture Other All classes 

Sales Value Sales Value Sales Value Sales Value 

| Number 1,000 dol. | Number | 1,000 dol. | Number | 1,000 dol. | Number | 1,000 dol. 
0 12. 3 20-9002 SA Ne eae ee eee Rs re (ee) es ea 3 2 12.2 

SO=308 FUER UR ON 2 a 4 7.7 5 6.7 1 17.9 
= SE Rl 2 3.3 Oy a aS Be 3 10.4 5 13.7 
Dee Bie ae Ee? 4 3.4 3 3.3 3 21-2 10 27.9 
60-69. 2 eee seek ee | 1 2 12 14.1 1 2.5 14 16.8 
ORION 3) SPIT tee 2 1.2 6 9.0 5 13.8 13 24.0 
BER ae eed ee 2 a7 4 3.1 3 5.8 9 9.6 
c(i We es i ca ok Qi: ese 4 251 1 ii 5 2.8 
ONE 100 TREO NS Es 2 1.1 10 17ST 3 1.3 15 20.1 
Hip MGs Pee Sea 2 8 6 4.9 1 fA 9 6.4 
POP 1202 PE Wel or PBS Ia Ge eweates 1 .4 (iy ee 1 4 
ite (308 Oe RAE Ie eS 1 2 Of eet 2 1.5 3 1.7 
(NOS PEE OTe (is Hes Seen 3 1.9 1 a 4 2.2 
ATs ae See em ch 1 Et 3 .9 Q:| Seamer 4 1.0 
TCT RE ee SSA i eer ee 1 3 (Ds Pe aad 1 a3 
ISOs [S0du Ens Ieee ES (Oy Es SEE 1 3 i RN Sc 1 3 
OOS LOG hans ere VEE 1 2.5 (i ees BS aE iy ae EN 1 2.5 
MOG EEE Te LP 1 @) Ty BREE 1p Re See 1 (3) 
7ALCO TC Ce SAY ROE gE Se see eee 1 ne. (iy ae Sears 1 2 
Oa o20Vae Sa UE eS 1 1 iy Renee fl ea Dea 1 1 
7 haya at SRN ee Oia 1 si Oi | urea 1 1 

otal ist ese 22 “a 60 66. 0 31 77.1 113 160. 2 

1 Sources of data: Information from public records, parties to the transactions, and from deeds (refer to 
table 29). 

2 No sales in classes omitted. 
3 Value of $50 or less. 

It will be noted that the distributions in tables 30-38 indicate a 
tendency on the part of the ratios to spread out more widely toward 
the upper end of the range. This is a general characteristic of assess- 
ment-ratio distribution, when equal class intervals are used. While 
an assessment ratio can never be less than zero, it has no fixed upper 
limit. It is evident that the greatest absolute inequalities in assess- 
ment occur on the side of overassessment rather than underassessment. 

Inequality in assessment within a group of properties may be 
measured by the average deviation of their assessment ratios from 
the average assessment ratio of the group. A weighted average 
deviation is obtained by multiplying each individual deviation ex- 
pressed in percent by the estimated true value of the property, adding 
the products, and dividing the total by the total of the true values. 
In making this computation, algebraic signs are of course disregarded. 
However, average deviations are not directly comparable, since they 
are measured from different average assessment ratios. To get an 
absolute measure of variation, it is necessary to divide the average 
deviation for each group by the corresponding average assessment 
ratio. The result, expressed in percent, is known as the coefficient of 
dispersion. This coefficient measures relative variability. A low 
coefficient indicates a low degree of variability in assessment, while 
a high coefficient indicates a high degree of variability. 

The manner of calculating the coefficient of dispersion is illustrated 
in table 39 by a simplified example involving a group of five assessment 
ratios. 

| 

ee ge 
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TABLE 39.—Ezample showing method of calculating the coefficient of dispersion 

Assessed ASS€SS- ang 
Assessment group sles True value TiGnGeatiO Deviation ! 

PASS eit LL PARTS SE A SE Le a kd , 000 = 
BS PR a ale Sa eA 1, 100 2, 000 55 115 300 
© ae rE SS Aik Ne 2) gee She Oe 7, 200 10, 000 72 +2 200 
) D a yep eae es eee AL eee ene Pan ey ee 6, 000 8, 000 75 400 
TES ee SOE NS Se hE LE ON ee Eee 5, 400 6, 000 90 +20 1, 200 

‘ WN 
Coefficient of dispersion=—5= 17 percent. 

1 Individual deviation percent equals individual ratio minus average ratio; this percentage (ignoring 
signs) times true value gives deviation in dollars. Flee 

31 Total assessed value divided by total true value, 31.000 =70 percent, average assessment ratio. 

3,600 pane 
8 Total deviation divided by total true value, a= 12 percent, average deviation. 

The coefficient of dispersion for a group of properties (when com- 
puted from an average deviation that is weighted by value) has the 
advantage, not only of being a measure of variation in assessment, 
but also of having a definite relationship to the portion of the taxes, 
levied at a uniform rate on the group, which is misplaced as the result 
of unequal assessment within the group. If the coefficient were 
precisely determined, it would equal twice the percent of misplaced 
tax. This may be readily understood from the facts that the total of 
deviations above the average assessment ratio is equal to the total 
of those below and that the tax on properties with assessment ratios 
above this average is out of place and should be paid on those prop- 
erties with assessment ratios below the average. A mathematical 
proof of this relationship follows. 

Let— 
D=coefficient of dispersion, defined as the ratio of the average 

deviation of individual assessment ratios weighted by 
true values to the weighted average assessment ratio of 
the entire group, 

11, ¥2,...U,=the true value of each individual property in the group, in 
which n is the number of properties, 

@1, G2, .- - dn=the assessed value of each individual property in the group, 
T=the total tax, 
M=the amount of misplaced tax (aggregate tax transferred 

between properties by inequalities in assessment ratio), 
t=tax rate which applied to the total assessed value gives the 

required total tax, 7, 
t’=tax rate which applied to the total true value gives the 

required total tax, T, 
11, T2,-.+Tn=the assessment ratio for each individual property in the 

group, 
: k=the average assessment ratio (weighted by true values), 

or aggregate assessed value divided by aggregate true 
value, times 100. 

The problem is to prove that M =5 D-T. 

The average deviation of assessment ratios, weighted by true values, is deter 
mined by multiplying the absolute difference between each individual assessment 
ratio and the average assessment ratio by the true value of that individual prop- 
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erty, and dividing the sum of the products thus obtained by the aggregate true 
value. Dividing the result by the average assessment ratio, R, gives the coeffi- 
cient of dispersion, or 

_ (R=) (R-1)m+...+(R—Ta) dn 
R(vj+v2+..-+0n) 

in which each term of the form (#—r,) is considered as positive regardless of 
sign. Also, by definition 

(2) N=) OpoeOiairoosarea)c 

Multiplying each member of equation (1) by the corresponding member of 
equation (2) 

(1) D 

(Sao Cen RY 0- | (3) De Pa ar enh OE at Nh AE ral 

However, by definition, 

tai tat... tan) =U (itm+...+0n); 

Ge Gyarecssr Gp. ih! ane 

Dee jean aoe Les 

Substituting for R in (3) 

t” , , i , / Dt , uf 7h —r,t’ jv; + zt —rot! Jvot...+ 7 —T,t’ }vn 

D:- T= PRS a near RRR San ne eee 

oi 

whence 

Simplifying 

(4) D-T= (t’ — ryt) Vi + (t’ =F Tat) V2 +, o6 -- CH aaa T nt) Une 

The misplaced tax is determined directly as follows: 

DOG) se OY = Gh) scot O35 SG») 
oe 2 

in which each term of the form (v,t’—a,t) is considered as positive regardless of 
sign. 
“However, Q1=VUj"1, Ag=Ver2, etc. 
Substituting these values, and multiplying by 2, 

2M = (vt! — vit) + (wet? — veret) +...+ nt! —Unrat), 
or 
(5) 2M = (t’—rit)vui + & —ret) vo... + (t’ — rat) dn. 

M 

From equations (4) and (5) 2M=D.-T, or mas D-T. 

Thus the amount of taxes misplaced because of dispersion in assessment ratios 
is equal to one-half of the coefficient of dispersion times the total tax. 

In practice it is impossible to determine a precise coefficient of 
dispersion, since the estimates of true value are subject to error and 
where a sample is used it would not be likely to give a perfect repre- 
sentation of the group. Where there is equalization of the county 
tax levy among districts, as in Wisconsin, a coefficient of dispersion 
for the county tends to exaggerate the actual misplacement of county 
taxes provided there is greater uniformity in assessment, by and large, 
within the separate districts than within the county as a whole. 

It would be possible, in measuring inequality in assessment among 
individual properties, to treat all properties alike, regardless of their 
respective values. In that case the average deviation, measured from 
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either an unweighted or a weighted average of assessment ratios, 
would not be weighted by value in calculating the coefficient of dis- 
persion. Since this investigation is primarily concerned with inequal- 
ity in assessment as measured by value, the coefficient of dispersion 
is in all cases weighted by value. 

The appraisals which were made in the course of the original inves- 
tigations, when considered singly, are not sufficiently accurate to 
warrant the application of as precise a measure as the coefficient of 
dispersion to the assessment ratios based upon them, with the pos- 
sible exception of those made by local experts in the towns of Fremont 
and Richmond, N. H. Coefficients of dispersion for these two towns 
and for counties in the other States where sales were used as the 
basis for assessment ratios are given in tables 40 and 41. It is evident 
that in all of the political units represented in these tables the varia- 
tion in assessment ratios is great enough to impose a serious burden 
of unequal taxation on the overvalued properties, with corresponding 
advantage to the undervalued. 

TABLE 40.—Coefficients of dispersion by property classes; Wisconsin, Oregon, and 
Washington } 

Resi- 

State, county, and period covered Timber | Cut-over| Farm Resort eo cael 

ness 2 

Wisconsin, 1925-27: Percent | Percent | Percent | Percent | Percent | Percent 
ShT array See ka RR ae Ene Se 16 41 22 26 24 33 

a yifle] De eae Borate Stes eae ee ye he 33 25 45 31 38 
IBS UTI GG be eee ee eet SE ea aoe GA ete 33 30 53 24 39 
DOuclaste JF! 3b oy SR AEE Se EL Eee e eee EEE ee 38 24 47 40 39 
TERS SN OV GTS eee ee aa IL Ak S| DE OR Co 26 55 44 35 42 
TOTES GE ere Ul TANS AP Rae eh ae BO eA 28 27 49 34 37 32 

CO) Glas 2 oe ee RNase, SUI ts a dpe ere ee 29 30 42 49 51 50 
STATA Ce ed i Sc aT 17 49 21 42 44 35 
Winco nGs: t LEC UES Dae See 13 25 25 36 29 30 
IVGarine Ge so. ys soo a Se ae LAN Sara aes 48 34 33 39 43 
Oneida esses LPs Rey Tie RAN AAL Re Ree Belo LUN Oe ie 26 36 40 34 37 
PPI CO he Bes ox a a pe ye ae 18 29 25 22 29 30 
RICHI Ca aes eo Re nV pe cnet ll Mra trae gece Petar Sabon Ha es a eee 24 14 
TIS Ke et ENS EE) ER EOI eh ey eit A 29 26 49 38 35 

SWAG Ts ee ae ee pene eae Nuratotal in ee ala Tae he 43 35 49 46 48 
Shawan ole Lee laa Ne ee eae 25 28 19 32 33 30 
Ra VlOree beh as beak w aml arise oT 12 19 VQ) I ae wear ah 25 21 
VISE nL Be SR en WW et Oy si fk aaa 31 45 43 41 45 
Wiashibtrmty {eis tea fe Ne PE ae Sa Pe CD CEA, 38 223 52 47 47 

Oregon, 1921-28 (verified): 
DCT ae Ps hh Re NR 2 See 39 48 BVA Mei ee eal 57 34 
Gr i he als Fla ae ee id 46 35 Behn | hye ae ea eg aren el Ape 46 
ee AO Nog pb Gee al A vaehoee ty = (eh Om a 40 43 Bid i ee Oh 56 44 
Mane eteik eee EE). ASO Re aa ee 49 32 P51 | Me ta eaten Bat 44 40 

Oncor 1021-38 (unverified): 
ALSOP NS aie ARRAS Ned TA te Se eae eae 19 37 AD A LIB Ricraiah Sa 8 55 21 

GOS ee RN IR se i dip oN Maer 47 53 OA i |tticwe! spoken 43 41 
ARAM OO kas A ee ea A 34 25 SENS ean pelea 37 39 

Washington, 1921-28 
Claas eee a tee ten eae eet oe 32 45 PaaS gi Ls eran 42 
Grays Harbors sou ee sa eae ea 36 68 {5PAS) earth els 65 55 

1 Source of data: Refer to tables 27 and 28. 
4 The figures for Oregon and Washington represent the “‘other’’ property class. 
3 Includes 13 verified sales not treated independently because of their small number. 
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TaBLE 41.—Coefficients of dispersion by property classes; New Hampshire and 
orth Carolina } 

State, subdivision, and period covered Forest Farm Other All 
classes 

New Hampshire, 1928: 
Town of Fremont: Pereent | Percent | Percent | Percent 
SSH KG (a) A Fees Mane Sn yg RSE oy Bt AG OE 9 ee LEA Pen) eee ie ae 25 24 18 24 
INOMTESI Gd eb 2 Sees SORE ea Ee ee cece eel wee 37 19 23 34 
OC RT 65 5 2k OS oP se I yl ee ee ree CA ea 38 23 19 28 

Town of Richmond: 
ESIC em Gee: Th ey ee A ta eee Sa OE 26 23 18 25 

INonresid 6nG2= haa es te ey Ua Sole ats Se a 34 12 27 33 
STO Cee es Ee A Set IE CE SNES Wee Ait Sod Ee SOE 32 22 20 30 

North Carolina, 1925-30:2 
Beaufort County aes HOLE SD chao Berek eee A Be Riana 27 29 47 31 
Chatham County 22232 Soe ee ee ee 4 27 46 32 
Macon! County Bene Ae ie Oe ee ee 55 30 32 37 

1 Source of data: Refer to tables 26 and 29. 
3In North Carolina, Forest includes transitional and Farm includes pasture lands. 

It might be expected that within property class groups the varia- 
tions in assessment ratios would be less than in the entire political 
unit of which they are a part. This appears to be generally the case 
in the homogeneous groups. The most homogeneous groups repre- 
sented in tables 40 and 41 are timber in table 40 and farm in both 
tables. In spite of the small size of the timber sample in most 
counties, the timber group shows a lower coefficient than the county 
as a whole in 13 out of the 17 counties in which timber is represented 
by more than six sales. All of the four exceptions are in Oregon. 
The farm group shows a lower coefficient than the county or town 
as a whole in 29 out of the entire 33 counties and towns. The cut-over 
class is not so uniform in character as either farm or timber. It 
includes very low value properties, which tend to have extreme 
ratios as shown by the frequency distributions. This group (table 40) 
has 8 cases out of 27 in which the degree of inequality within the class 
appears to be greater than that of the corresponding county taken as 
a whole. The resort group and the residential and business group as 
segregated in Wisconsin are even more heterogeneous, and the resort 
group is especially unstable in market value. In many counties one 
or both of these classes show greater inequality in assessment than 
the cut-over class. The forest class in New Hampshire and North 
Carolina (table 41) is also one of the most heterogeneous, because it 
was impracticable in these States to segregate the properties with 
old-growth timber from those in different stages of second growth or 
from those which were partly in other than forest use. In this class 
4 out of 5 counties or towns show greater degrees of variation within 
the forest class than within the corresponding political unit as a 
whole. In making the preceding comparisons, it is well to bear in 
mind the possibility that the coefficient of dispersion for the entire 
county or town may be influenced more than it sho d be by the 
dispersion which characterizes a particular class if that class happens 
to be over-represented in the sample. 

In both of the New Hampshire towns there appears to be a tendency 
to assess resident-owned properties with a greater degree of equality 
than nonresident-owned properties, except in the farm category, 
where the reverse is true. The greater inequality in assessment of 
forest properties owned by nonresidents may be explained by the 
fact that in both Fremont and Richmond these properties are more 

| 
/ 

| 
| 
| 
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remote from the settled parts of the towns and are therefore not as 
well known to the assessors as the properties owned by residents. 

The findings of this study in regard to the degree of variability in 
assessment practice in Oregon are corroborated by the report of 
another investigation, which gives coefficients of dispersion for 
assessment ratios of rural property representing the 4 years, 1921, 
1923, 1925, and 1926, for the same counties covered in this study, as 
follows (17, p. 38): Baker, 33; Grant, 43; Klamath, 39; and Lane, 42. 
The average coefficients for the same 4 years range throughout the 
State from 24 to 46 for rural properties in the different counties, with 
an average for all counties of 37. The corresponding coefficients for 
city assessment ratios range from 20 to 50, with an average for all 
counties of 35 (17, p. 39). Apparently there is in Oregon no marked 
difference in equality between city and rural assessment. 

In Iowa a somewhat better degree of equality in assessment is 
shown than in Oregon, although the results there are by no means 
satisfactory. A recent Iowa investigation (39, pp. 37, 38, 44)” 
shows coefficients of dispersion ranging from 16 to 29 in 8 cities, from 
19 to 39 in 14 towns, and from 11 to 25 in 41 counties, considering 
rural properties only in the counties. The more homogeneous 
character of the property and greater stability of the market are 
suggested as factors in the higher degree of equality exhibited in 
Iowa. Also these coefficients are based on results of a single year, 
while in Oregon the necessity of using a period of years to obtain a 
sufficient sales sample may have exaggerated the coefficients a little. 

The same investigation reports far better results in assessment for 
12 agricultural counties of Wisconsin than those for the forest counties 
as indicated by this study. The coefficients of dispersion for rural 
property in 12 Wisconsin counties (1927) range between 8 and 29 
(39, p. 70), as against a range of 21 to 48 for the 17 forest counties 
represented in table 40. While some of the difference is doubtless 
the result of using a 3-year period for the forest counties as against a 
single-year basis for the agricultural counties, most of the difference 
may be safely ascribed to the greater uniformity in property and 
greater stability of the real estate market at that time in the agri- 
cultural counties. This conclusion is supported by the close agree- 
ment between the Nelson and Mitchell coefficient of 11 for rural 
properties in Richland County for 1927 and the coefficient of 13 
found in this study for farm properties in the same county (included 
as a sample of the region in which forest land is confined to farm 
wood lots) for 1925, 1926, and 1927 taken together. 

In six Minnesota counties located outside of the predominantly 
forest region of the State, Nelson and Mitchell find a degree of 
inequality in assessment (1926-27) between that of the agricultural 
and that of the forest counties of Wisconsin. The coefficients of 
these six counties range from 14 to 29 (89, p. 91). 
A study of assessment of real estate in Illinois shows a high degree of 

inequality between individual properties. In 1927 an analysis of sales 
in 10 counties outside of Chicago showed coefficients ranging from 
31 to 62 andinthecity of Chicago, a coefficient of 36.5°° (49, p. 62). 

32 The index referred to by Nelson and Mitchell ($9) as the ‘‘average percentage deviation, value basis”’, 
corresponds to and is calculated in the same manner as the coefficient of dispersion. 

33 Apparently these coefficients, termed ‘‘average percentage deviations’’, were determined by the use 
of unweighted average deviations with reference to average assessment ratios weighted by value. In that 
case they are not exactly comparable to the coefficients used in this study. 

101285 °—35——_9 
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In Cumberland County, Pa., a study of assessment ratios for 1926 
showed coefficients of 29 for town properties, 29 for village properties, 
and 36 for farm properties. By 1929 a special effort to improve the 
quality of assessments in this county resulted in corresponding 
coefficients of 25 for town properties, 24 for village properties, and 
33 for farm properties ** (56, pp. 29-380). 

In Delaware, assessment ratios, grouped into farm, town, and city, 
had coefficients of dispersion for 1921, 1924, 1926, and 1927 ranging 
from 21 to. 41 °° 6,/9. 27). 

In general, wherever precise studies such as those cited have been 
conducted, they have confirmed the well-known fact of marked in- 
equality among individual assessments. 

INEQUALITY AND THE LEGAL STANDARD 

Undervaluation relative to the legal standard is a generally recog- 
nized characteristic of assessment practice. Evidence on this subject 
is available in reports of assessment ratio studies, such as those specifi- 
cally referred to at other points in this part, and in many State 
tax commission reports. Undervaluation is also indicated by the 
State ratios of assessed value to estimated true value found by the 
United States Bureau of the Census (51, p. 5). 

It is reasonable to suppose that the prevailing tendency to aim at 
an average assessment much below the legal standard leads to greater 
inequalities in assessment than would otherwise occur. If an assessor 
is generally valuing properties at 30 percent of the legal standard, 
discrepancies between individual values are less noticeable and their 
correction is less likely to be insisted upon than if his general level is 
80 or 90 or 100 percent. If this deduction is true, the political units 
with the highest assessment ratios should show the oreatest equality, 
while those with the lowest assessment ratios should show the highest 
degree of inequality. That such is the case is indicated by table 42, 
which is a comparison of the 4 political units represented in tables 
26 to 29 which have the highest assessment ratios, 90 or over, with the 
4 units having the lowest assessment ratios, all of which are under 
50. (In making the selection of these political units, the Oregon 
counties with assessment ratios based on unverified transactions were 
omitted.) The variation in each group is indicated not only by the 
coefficient of dispersion, but also by the percentage of the number of 
individual assessments that differ from the average by 20 percent or 
less (column 4) and by more than 50 percent (column 5). The coun- 
ties with assessment ratios close to 100 percent (group 1) have gener- 
ally coefficients of dispersion that are low compared with those of the 
counties with assessment ratios far from the legal standard (group 2). 
The only exception is Forest County, where the coefficient of dis- 
persion is low because of the weight of several large timber properties 
with assessment ratios not very far from the average. The counties 
with assessment ratios close to the legal standard are also better 
assessed than those with assessment ratios far from the legal standard, 
if the percentage of the number of cases with either low or high de- 
viations from the average is taken as the criterion (columns 4 and 5). 

34 Tt is not clear whether or not the coefficients in this case are weighted by value. If unweighted, they 
are not exactly comparable to the coefficients used in this study. 

35 In this case the coefficients were unweighted by value and therefore not exactly comparable to those 
used in this study. 
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TaBLE 42.—Inequality in assessment related to assessment ratio } 

Individual ratios with 
deviations of 

Coefficient 
Group, county, and State? xssessmmene of disper- 

On 20 percent | More than 
or less 50 percent 

Group 1: Percent Percent Percent Percent 
PAS Hn VTLS QVVAIS COLTS IT) Bese eee 93 33 40 
Beaton @Nontny©anrolina) se eeee eee 90 31 45 16 
ETI Cer QVVFISCONSIM) = see wee ir ees sey Oe ye tune 92 30 41 17 
Mayor GWeSCOMSIN) Sh Bie eek coy W lia ae ie LL as 95 21 50 11 

Group 2: 
Horesti QWASCONSIM) 4. Seus 225 2 ek aes ee ee 43 32 24 52 
Grays Harbor (Washington) ___......-_---.---_._-- 48 55 19 60 
Kelamathe(Oregom) ee as eee ee eee 41 44 26 40 
NATICK COTESOM) es es es aa a RE ans SL SP eS ae 35 40 26 32 

1 Sources of data: Columns 2 and 3: Refer to tables 27, 28, and 29; columns 4 and 5; computed from th 
individual assessment ratios summarized in tables 27, 28, and 29. 

2 Group 1 includes counties with assessment ratios close to the legal standard; group 2, counties with 
assessment ratios far from the legal standard. 

Similar results have been obtained in other studies of assessment 
ratios. In Oregon the study previously referred to, involving assess- 
ment ratios based on sales in all of the counties, gives convincing 
evidence of the same tendency. It was found— 

that with a general decrease in the ratios of assessed value to sale value of real 
property in the different counties, the inequalities in the assessments of individual 
properties tended to increase (17, p. 43, footnote 1). 

Further confirmation of this tendency is found in an investigation 
of assessments in Illinois, to which previous reference has also been 
made. A comparison of the 1927 assessment in 10 Illinois counties 
(not including the city of Chicago) shows that the 4 districts with the 
greatest degree of equality are also those with the closest approach to 
legal standard in average assessment ratio (49, p. 62). 

INEQUALITY BETWEEN PROPERTIES OF LOW AND OF HIGH PRICE 

When properties are classified according to price per acre, inequali- 
ties between the different price groups are revealed by comparison 
of their assessment ratios. The tendency to assess properties of low 
price at relatively high ratios has been found almost universal by 
investigators in all parts of the country and is often referred to as 
“regression” in assessment.*® (Regression is also used to mean the 
related overassessment of properties of low value, without regard to 
unit price.) The tendency to overassess properties of low price is 
illustrated for the localities covered by this study in table 43. This 
table has been shortened somewhat, by selecting to represent Wiscon- 
sin the six counties which afford the largest samples in the forest land 
classes, and by omitting the Oregon counties with assessment ratios 
based on unverified transactions. 

36 See the following citations: (4, p. 22; 13, p. 583; 16, pp. 18-19; 17, p. 13; 18, pp. 12-16; 20, pp. 16-19; 22, p. 
18; 89, p. 63; 42, p. 110; 49, p. 34; 59, D. 111). 
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TABLE 43—Assessment ratios of properties grouped by price per acre 

State, county, or town, and period covered $8 per acre | $9 to $20 | $21 to $50 | More than 
or less per acre per acre |$50peracre 

Wisconsin, 1925-27: Percent Percent Percent Percent 
HOreS GC COUME Yeas Ae Cau ees ead OR LE 90 74 44 31 
MangladeiCounty eee ae Nee ue Ee ek 165 72 66 62 
Tin Colm Ov tyes ee a ee dd Renee is heen ae 109 81 61 52 
IMarinectey © Ovni tyre eee ee pean een sete pI 154 79 61 43 
Price. Coumbye seers ts ss Rice tele peer MeL eo 3 142 91 76 62 
Taylor, Coun tiy esse Wat eI eee Si Ae ok athe 140 110 85 87 

Oregon, 1921-28: 
Baker County. 23 ee eee ee Si a ay 112 74 49 70 
Grant County ee EI EE UNE OY ae 95 47 35 20 
Kd amathaCoumtiys ssa See ee eee 93 51 37 26 
Ane COUN Gy 32s eee i a Ee i a 83 61 36 30 

Washington, 1921-28: 
Slallam dC ounit yee ae A TE naar is 188 99 92 62 
Grays pear bora © Ou biyeyse eae en a meee 141 60 66 42 

New Hampshire, 1928: 2 
TRO WaeO fs HOTT OT Ges Se oe ee 94 74 62 62 
ARO ind Ope IRC TWAS AG | eee ee 89 84 65 72 

North Carolina, 1925-30: 2 
Beaufort (County =2- 2222 ee ee ee eee 133 104 89 76 
Chatham ounty2 222 a ee eae ee 123 92 69 67 
Macon: County 22922 2 a eae ew 124 90 71 47 

1 Sources of data: Compiled from assessment ratios of individual properties. The sources are the same 
as those cited in tables 26 to 29. 

3 The class intervals are $10 per acre or less, $11 to $20 per acre, $21 to $50 per acre, and more than $50 
per acre. 

In 3 of the 4 Oregon counties, the 2 Washington counties, and 3 
of the 6 Wisconsin counties (Langlade, Marinette, and Price), the 
assessment ratios of the lowest price class are more than 50 percent 
higher than those of any of the other price classes. There appears to 
be no regression among the high price classes in the 2 New Hampshire 
towns studied nor in Baker County, Oreg. In Taylor and Langlade 
Counties, Wis., and in Chatham County, N. C., the “$21 to $50 per 
acre” and “More than $50 per acre”’ price classes have about the same 
assessment ratios, and in Grays Harbor County, Wash., the “$21 to 
$50 per acre’”’ class has a somewhat higher assessment ratio than the 
‘$9 to $20 per acre’’ class. With these exceptions, regression in assess- 
ment is regular in every sample county or town; the higher the price 
level, the lower the ratio of assessed value to true value. These 
relationships are shown graphically in figure 3. 

The above-noted tendency in assessment is of importance in con- 
nection with taxation of cut-over forest lands, since such lands are 
almost invariably in the lowest price class. 

INEQUALITY BETWEEN FOREST AND OTHER REAL ESTATE 

As has been indicated, the chief purpose of making original studies 
based on assessment ratios was to discover the nature and extent of 
inequality in assessment among different kinds of forest property 
and between forest properties and other classes of real estate. Since 
it commonly happens that different forest, farm, and other land 
classes are mixed in single ownerships which are units of sale and 
sometimes of assessment, it was necessary to classify such ownerships 
in accordance with the land class that was predominant as measured 
by value in order to discover how the different land classes are assessed. 
Thus the farm-property class may include cut-over land and occasion- 
ally timber. An alternative method, possible where assessments and 
appraisals are made by separate forties or descriptions, was used in 
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Minnesota and Wisconsin. Here the forties containing a single or 
predominant land class were segregated in order to show how that 
class was assessed. 

The assessment ratios of the different land and property classes will 
be compared, discussing first those based on appraisals and second 

ASSESSMENT 
RATIO (PERCENT) WISCONSIN 
200 

TAYLOR CO. 

0 O 9 2! Ov- 0 9 dl O- Oo 9 eI Ov- Oo 9 a Ov- 0 9 2! Ov- Oo 9 2I O- 
to to to er To to to er to to to er to to to er fo to to er To to b er 
8 20 50 50 & 20 50 SO 8 20 SO 50 8 20 50 50 8 20 50 50 8 20 50 50 

OREGON WASHINGTON 

2 0 9 Zi Ov- @) S ell Ov- fe) 9 2 Ov- 0 98 2I Ov 0 9 21 Ov- 0 3 2! Ov- 
to to to er to to to er to to to er to to to er to to to er to to to er 
8 20 50 SO 8 20 50 SO B 2 50 50 8 20 50 50 8 20 SO 50 8 20 50 50 

NEW HAMPSHIRE NORTH CAROLINA 

O Il 2! Ov- O Il 2l Ov. ; O {1 21 Ov. O Il 2) Ov- 0 
to to to er to to to er to to to er to to to er to 

10 20 50 50 10 20 50 50 10 20 50 SO 10. 20 50 50 10. 

PRICE PER ACRE CLASS (DOLLARS) 

FIGURE 3.—Assessment ratios, by price classes, for selected political units, Wisconsin, Oregon, Wash- 
ington, New Hampshire, and North Carolina (source of data: Table 43). 

those based on sales. These average assessment ratios, as previously 
explained, are arithmetic averages weighted by value, or group-assess- 
ment ratios. In other words, they are ratios of at reregate assessed 
value to aggregate true value. for their respective groups or property 
classes. The sales sample is usually a very small percentage of the 
total group which it represents, and the average of such a sample is 
more likely to represent the group correctly if the properties com- 
posing the group are similar in general character and unit price than 
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if the reverse is true. Therefore the assessment ratio of a single 
property class is likely to Sees that class somewhat more accu- 
rately than the assessment ratio of all classes within the county repre- 
sents the county. For information as to the size of the groups of 
properties represented by the different assessment ratios, reference 
should be made to summary tables 23 to 29.- These tables also give 
coefficients of dispersion, weighted by value, for the different groups 
where sales or intensive appraisals were used to approximate true 
values. 

INEQUALITY AS SHOWN By APPRAISALS 

MINNESOTA 

The most striking feature of the assessment ratios based on appraisals 
of real estate in the selected townships of Minnesota is the marked 
overvaluation of cut-over lands in comparison with farm lands (table 
44). These ratios also indicate that farm improvements are heavily 
undervalued relative to other properties. At the time of the study the 
merchantable timber had been largely removed from Minnesota, and 
the only adequate sample obtained was that in the township of 
Beaver Bay in Lake County. Here the timber-property class, repre- 
senting the bulk of the value in the township, was assessed at 106 
percent of the appraised value, while the farm-property class was 
assessed at only 34 percent. 

TaBLE 44.—Assessment ratios based on appraisals, by property classes, 1926; 
selected townships, Minnesota } 

Farm 

County and township Timber cule Resort? aul 
Improve-| ota] BESSES) 

Land TTS ota 

Beltrami: Percent |Percent |Percent | Percent |Percent |Percent |Percent 
1D 0) (Speen cia an eee Shee Sn Se ee eps eae cel oe 140 88 13 73 (3) 92 
ESTO Lng re oe Sek ree eee | de 177 78 8 60 72 86 
Je yeas bhe( Gaye a 6) es ata Saray ete apd an aap area || Se SoS 279 121 14 74 106 116 

Hubbard: 
Olay ee he IR a | a 296 192 54 157 147 247 
CrowalWingelvake 2 ia Ss ee ee (3) 289 104 50 95 106 131 
Iwake Wminatse0. eaeee e (3) 194 115 52 94 84 116 
Schoolcraft 2 ee eee 245 309 183 34 1:20} ees 272 

Lake: 
T. 59 N., R. 8 W. (in Beaver Bay)-__--- 106 92 38 22 34 (8) 92 
TE5SIN PRG Wikding@ramer) © 2a) se 2 ee 252 (3) () (8) Bl-ee see 236 
T. 54.N., R. 10 W. (in Silver Creek) ____|_-__-__-- 128 68 30 Ea Le 100 

St. Louis: 
mp arrass st ee eee a ee (8) 65 26 OA 26 as eee 36 
ROU] gees eee eee EN EO oe RO el 2 In) a ne 153 51 36 46y| eis ea es 100 
Te54Neand| S5yNee bel 4 WW ee 110 216 (6); eee ee (8) (3) 197 

1 Source of data: Refer to table 23. 
2 Improvement values are included under cut over and resort. Those under cut over are negligible in 

amount. 
3 Areas under 500 acres and improvement values totaling less than $2,500 are not considered sufficient 

samples to warrant computing assessment ratios. 
4 Based only on those areas which were examined, representing 31 percent of the entire area of the town 

and 34 percent of the total assessed value. 

When the Minnesota assessment ratios are averaged by cover 
classes, it is evident that the inferior rough and sandy forest uplands 
are, aS a rule, overassessed, and the swamp lands even more so 
(table 45). In making these comparisons, only those descriptions were 
used in which the assessed values are predominantly related to single 
cover classes. As the assessed values of land are not subdivided by 
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cover classes, but by legal descriptions (usually 40 acres), it is not 
feasible to include in tables of this kind all the descriptions within each 
selected township. Hence those descriptions not containing at least 
25 acres of a single cover type were excluded. Further eliminations 
were made of descriptions containing elements of high value which, 
though involving only small areas, might overshadow the value of the 
predominant cover type in their effect on the assessment. Accordingly 
the selected descriptions do not contain any with mineral, resort, or 
water-power values, nor any with minor areas of either cleared land or 
merchantable timber. 

TaBLE 45.—Assessment ratios based on appraisals, of selected descriptions by 
predominant cover and topography, 1926; selected townships, Minnesota } 

Upland forest 

County and township Swamp |AII forest] Cleared 
Level to Rough forest land land 

moderately and Total 
sloping sandy 

Beltrami: Percent Percent | Percent | Percent | Percent | Percent 
IHS CROCS tae re etna eS Vee ene oe 100 134 131 194 133 4 
i 0) 0) see Or ae Oe ee ee SO ES ee Ree ee Se 135 228 161 (2) 161 43 
Tee N= Gopi) aes ge i el ee AOS Wiese 22 198 344 216 57 

Hubbard: 
Wlaysese et hate ia Sk yee Ee ne he 292 270 284 (?) 286 (?) 
Crow Wine Wakes... 22) ie eee 187 274 258 395 271 80 
Wake Mmimna ster. Pups te ae es oP, oy 175 208 195 (2) 195 86 
Schooleratt sees see elke a eer ee 218 328 315 (2) 316 (?) 

Lake: 
T.59N., R.8 W. (in Beaver Bay) 4_____- 88 69 86 123 (ose Severe ee 
T. 58 N., R. 6 W. (in Cramer) ___---_-- 231 244 236 411 DANN erate ste 
T. 54 N., R. 10 W. (in Silver Creek) - _- 124 133 126 136 126 30 

St. Louis: 
Moivola cia 4 See ie Ba ee ee EN fe Td 85 (?) 85 195 140 26 
Th 54 Ne anduooeNe, pve L40Wes ee ee 200 219 209 247 2165 |b 25-5 

1 Source of data: Refer to table 24. 
2 Areas of cleared land under 200 acres and of other land under 500 acres not considered sufficient samples to 

warrant computing assessment ratios. 
3 Based only on those areas which were examined, representing 31 percent of the entire area of the town 

and 34 percent of the total assessed value. 
4 In this township, all selected descriptions classified as forest land contain merchantable timber. 

The generally high assessment ratios in Minnesota may be ac- 
counted for in part by the fact that the legal standard of assessment 
is low, being one-third of the ‘‘full and true” value for unplatted rural 
real estate. An assessed value may be very high in comparison with 
such a low standard, without this fact being so obvious as if it bore the 
same relation to full value. Also, in many of the selected townships, 
the values found by the local assessors had been uniformly increased 
by substantia! percentages in the process of equalization. 

WISCONSIN 

The assessment ratios based on appraisals of real estate in selected 
towns of Wisconsin also show marked overvaluation of cut-over lands 
in comparison with cleared lands (table 46). The two towns con- 
taining extensive bodies of merchantable timber, Bartelme and 
Laona, have timber ratios about 35 to 40 percent in excess of the farm 
ratios. The figures are based on selected forties or descriptions in 
which single cover types predominate in fixing the value of the descrip- 
tion, as previously explained in connection with table 45. 
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TABLE 46.—Assessment ratios based on appraisals, of selected descriptions by 
predominant cover, 1926, selected towns, Wisconsin 1 

a a a 

Tim- | Cut- | Cleared Tim- | Cut- | Cleared 
Town ber over land Town ber over land 

Per- Per- 
cent | Percent| Percent cent | Percent| Percent 

Athelstaneesaee_ 2 eet (2) 99 29 || Little Rice. ____2 2-2 (2) 81 32 
Bartelmes ee Seis eas 62 140 44 || Morse (nonmineral part) - 83 97 79 
Bayview esc ee ae (2) 124 80") Maurny 22 4 teak Pees coe (3) 161 67 
Henrietta csee ar oe (2) 116 63: || Three Lakes: 222-4 4. 64 71 56 
BOD Bae eee ela eee eee 23 40 17 

| 

1 Source of data: Refer to table 25. 
? Areas under 500 acres are not considered sufficient samples to warrant computing assessment ratios. 
3’ Timber was not appraised in Murry. 

NEW HAMPSHIRE 

In the New Hampshire towns selected for special study, it was 
impossible to make any sharp distinction between cut-over and tim- 
bered forest lands, as all of the forests in that region are of second 
growth of different ages and sizes. It was also difficult to distinguish 
between forest and farm land because assessments are based on the 
entire property as a unit, and as a rule the properties in these towns 
contain both forest and farm land. However, the properties are 
segregated into forest, farm, and other, according to the use by which 
each is characterized. Forest property is subdivided into “forests, 
farm’’, which are forests owned by farm owners (1. e., owners of farms 
which are located in the same town), and “‘forests, commercial ’’, which 
are those not so owned. Farm property may include considerable 
forest land, and in exceptional cases the forest use may be more 
important economically than the agricultural use. Other property 
includes land and improvements used for commercial, residential, and 
resort purposes, but land only in the case of gasoline stations and mill 
properties. These classes were also divided into resident and non- 
resident owned, depending on whether the owner was domiciled within 
the town or outside. 

There is no evidence of material inequality between forest and 
farm property in the towns of Fremont and Richmond, considering 
each class as a whole, since the differences indicated in table 47 are 
not large enough to be significant. In Loudon, on the other hand, 
forest property is relatively overassessed. Considering property 
owned by residents separately from that owned by nonresidents, 
it is only in Loudon that forest property has a higher assessment ratio 
than farm property in both resident and nonresident groups. In 
Fremont and Richmond, forest property, compared with farm, is over- 
assessed in the resident groups and underassessed in the nonresident. 
The reason for the relative underassessment of nonresident-owned 
forests in these towns is probably the fact that they are generally more 
remote from the well-settled parts of the towns than the resident- 
owned forests, and therefore the development of value by growth 
after cutting is less likely to be noticed by the assessors. A com- 
parison of appraised values per acre, which may be made from the 
data in table 26, suggests that the general tendency to regressive 
assessment may also have something to do with the relatively high 
assessment of resident-owned forests in Fremont and may be the 
principal reason for the relatively low assessment of nonresident 
farms in all three towns. 
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TaBLE 47.—Assessment ratios based on appraisals, by property classes, 1928; 
selected towns, New Hampshire ! 

Town and ownership Forest Farm Other All classes 

Fremont: Percent Percent Percent Percent 
FROST GLO TUG cirri a SR UE ee ee ad 70 64 64 
IN(GTN EST Gra Gee ee sek Pe NL ON 51 68 66 56 

Coy eet PS SA SN MA eid A ct Tee Ug ey el 61 65 64 63 
Loudon: 

ER OST ernie NR NS ep eRe Se Lh 100 75 68 75 
INO TOSTCO Ta tee Ee REY oa ae Re 2 91 88 83 88 

CaN) | See Sa RUN eg IS ere Lae 9) a 93 76 73 78 
Richmond: 

1 RYEISH KO (Spa 8 Fetes Ome OO SOM O(a fe FMT a Le A AL VE 82 70 78 76 
INIOMF ESL GOT Gh Nees a AT A 71 83 99 72 
FING eg LBs P e  E BUN  e e G NS TEU nc  co ea 74 72 81 74 

1 Source of data: Refer to table 26. 

INEQUALITY AS SHOWN BY SALES 

WISCONSIN 

A reasonably good sample of assessment ratios as determined by 
sales was possible in Wisconsin by use of the comprehensive collec- 
tion of sales records made by the Wisconsin Tax Commission. The 
counties selected for study included all of the 17 northern or forest 
counties, being those in which less than 40 percent of the land area is 
in farms, and also one intermediate county (Shawano), in which 
neither forest nor farm interests predominate, and one southern 
county (Richland), in which the forest land is largely in farm wood 
lots. In the entire 19 counties, over 6,000 sales were classified in 
accordance with the predominant value, as above indicated. These 
sales had an aggregate value, as measured by considerations, of about 
$9,600,000 and involved an area of more than 300,000 acres. 

The properties sold were classified as farm or forest in accordance 
with the predominant value, and forest properties were subdivided 
into those containing merchantable timber, under the heading 
‘‘timber’’, and those without merchantable timber, under the head- 
ing ‘‘cut over.’’ Certain forest and farm lands, because of location 
on streams or lakes or of other features, derive their principal value 
from recreational possibilities. Properties consisting of such lands 
were separately treated as ‘‘resort.’”’ The term ‘‘residential and 
business’? was applied to those properties which, though outside of 
villages and cities, are chiefly valuable for the purposes indicated. 
Town properties which could not be assigned with a reasonable degree 
ee cortanty to any of the foregoing classes are not represented in 
table 48. 
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TABLE 48.—Assessment ratios based on sales, by property classes, 1925-27; 
selected counties, Wisconsin: 

: i dential All 
County Timber | Cut-over| Farm Resort Amt clieces 

business 

EAS Hn orn Ge cere ea ek ei pe Sok 140 
Bayihel@: = 22ers 2 oe ae Le a eee 2 40 125 82 39 64 83 
Burnet tase Aas eS ree ee 34 90 56 49 62 70 
SD) OUI oe ae er ee eee ee 102 71 43 75 80 
WM LONEN CC® 2esze ee a ee re eee rence 32 72 30 46 46 50 
F Orest 3 =e ee ee 39 82 50 45 42 43 
PROMS sks SA ee een ee 77 113 58 41 61 64 
WAN TIA Oss eee Pe ee ae a 53 123 68 47 47 69 
1 ibs (6{0) ha Peseetees Seeeny Wawasan yan Ce NOS RR ie a 55 84 57 52 52 61 
DN TEE 5) o> ns mk i es A A es | fe 88 56 60 50 66 
Oneida ee ee en ae 65 87 60 57 50 61 
PLIGG See eae RAG Dae tee Resa 71 112 76 85 87 92 
Richland tes rots ee es Se ae | See ee 2150 7A) jen ee 70 78 

TS Koso ae See Se A | Se 111 59 59 65 67 
DAW Crs eer Pie en tae Balers Rahs alee 34 95 53 48 38 53 
Shawano se es Ee a 41 97 73 45 66 
PRAY OTE een RE Wee Se a ee 84 112 87 250 88 95 
AV) 5 ee ed ee ees Pees 67 95 48 48 78 57 
Wash burnt: 421 Seek 02s oe ea SoS See eee 99 55 60 53 75 

1 Source of data: Refer to table 27. 
3 Based on 1 sale only. 

It is evident from a study of the assessment ratios based on these 
data, as given in table 48 and in part shown graphically in figure 4, 
that in every county studied the cut-over forest property is the class 
with the highest assessment ratio. In most counties the disparities 
between this class and the highest of the other classes is marked. In 
6 of the 17 northern counties, Florence, Iron, Langlade, Rusk, Vilas, 
and Washburn, the assessment ratios for cut-over land are about 
double the corresponding ratios for farm lands in the same counties. 

As regards their assessment, the timber properties are in quite a 
different situation from the cut-over forest properties. The former 
appear to be among the most favored classes in 10 of the 13 northern 
counties where they are represented, as well as in the intermediate 
county of Shawano. In 6 of the 13 northern counties and in Shaw- 
ano, the assessment ratio of timber is materially less than that of 
farm property. In several of the counties with timber represented, 
the small quantity of timber remaining made the number and size of 
the available sales insufficient for an adequate sample. Thus Bay- 
field, Burnett, Oneida, and Vilas Counties are each represented by 
less than $15,000 worth of property in the timber class. However 
the assessment ratios of timber in two of these counties, Bayfield and 
Burnett, show relationships generally similar to the counties that are 
represented by larger samples, and the indication of discrimination 
against timber in Vilas County (as well as the general overassessment 
of cut-over land) is corroborated by an earlier investigation (37, 
p. 145). 

OREGON AND WASHINGTON 

It was necessary to go to the county records in the Pacific North- 
west States in order to get a complete list of recent sales and to the 
parties concerned for pertinent information, but the work was consider- 
ably facilitated in Oregon by records of sales prior to March 1, 1928, 
which were made available by the State tax commission. The dif- 
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ficulties of obtaining sales information resulted in a rather small 
sample, although a fairly long period—1921 to 1928—was covered. 
Verified data were obtained for over 900 sales in 4 counties of Oregon 
and 2 of Washington. These involved an aggregate consideration 
of over $3,000,000 and an area of about 120,000 acres. In 3 of the 
western Oregon counties the number of verified sales obtained was 
insufficient for use. In these counties therefore the less reliable 
sales, the considerations for which had not been verified but only 
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FIGURE 4.—Assessment ratios by property classes for selected counties, Wisconsin, Oregon, and 
Washington (source of data: Tables 27 and 28). 

inferred from the deeds, were used; 107 in Clatsop, plus 138 verified, 
making 120 in all; 247 in Coos; and 153 in Tillamook. 

The division into property classes is based primarily on use, but 
in such a way as to reflect predominant value so far as possible. 
Since only a small proportion of cleared tillable land makes the farm 
value predominant, properties with as little as 1 acre to the 40 of 
cleared tillable land were classified as farms. Forest property was 
divided into merchantable and cut-over, the former being easily 
distinguished in this region. In the counties east of the Cascade 
Mountains, there is in many cases no sharp distinction between 
erazing lands and cut-over forests, and therefore these classes were 
combined for the purpose of calculating average assessment ratios. 
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It is evident that there is a distinct tendency to overassess cut- 
over forest land in the Pacific Northwest in comparison with farm 
and other nonforest properties, although this tendency is not as 
marked as in the Lake States (table 49 and fig. 4). This class had a 
materially higher assessment ratio than other nonforest classes in 
all of the six counties for which there were verified sales, except 
Clallam. Among the counties represented by unverified sales, 
cut-over lands appear to have been overassessed relative to non- 
forest properties in Clatsop, but not in Coos or Tillamook. Mer- 
chantable timber, on the basis of this sample, appears to have been 
considerably overassessed in comparison with farm property, the 
only exceptions being in Coos and Baker Counties, where the dif- 
ferences are not very great. However the sales sample is of lower 
average value per acre than timberland generally in the respective 
counties, according to values reported by owners and operators of 
timber and independent estimates by a valuation expert.” This 
fact suggests that if there were regressive assessment, the assessment 
ratios of all timber properties in the county would be lower than 
those of the sample. Based on the above-mentioned estimates, 
this is definitely the case in 5 of the 9 counties. However the esti- 
mates give about the same assessment ratios as the sales data in 
Clatsop, Coos, Lane, and Klamath Counties, Oreg. 

TABLE 49.— Assessment ratios based on sales, by property classes, 1921—28; selected 
counties, Oregon and Washington } 

Cut-over All 
State, class of sale, and county Timber and Farm Other classes 

grazing? 

Oregon (verified): Percent Percent Percent | Percent | Percent 
Bakers poodle ea = ee eee ne a eee 58 105 62 69 64 
Grante:6022 222 eee ee a SE ON OA 64 94 50 18 63 
aa cel Rae ae ee? Oita pins eo res eee | 49 45 30 34 41 

aN, eee eee ee eR Noe a. SE a ee ee DS 42 56 33 28 35 
Oregon (anivelified): 

aes tsep eet ig) eu aes 2 A a 41 28 24 19 3 38 
of Stet ee te LE Se ee BS eed eee 40 40 47 37 44 

Tillamook Gee 8S es BIE 2 ee ee 71 39 41 48 48 
Washington (verified): 4 

Clallam) ee ob) |) ee. Bd a ee 80 46 58) [2 ee ee 69 
GEaystHoanbor ee os ee eee Se ee ee 72 44 28 29 48 

1 Source of data: Refer to table 28. 
2In the western counties (Clatsop, Coos, Lane, Tillamook, Clallam, and Grays Harbor) cut-over and 

grazing represents cut-over and burned forest land exclusively; in the eastern counties (Baker, Grant, and 
Klamath) it represents land generally used for grazing, whether cut-over forest or nonforest. 

3 Assessment ratio of verified sales alone 64 percent (13 out of 120 sales). 
4 The legal rate of assessment in Washington is 50 percent of ‘‘true and fair value.’’ Assessment ratios 

in Washington counties should, therefore, be divided by 2 if the ratios between ea assessed value and 
actual value are desired. 

On the other hand, it is quite probable that the assessment ratios 
shown for the cut-over and grazing class are lower than the average 
ratios for all properties of this class. Usually only the more acces- 
sible, the more productive, or the more scenic cut-over and grazing 
lands are sold, the poorer lands having practically no market. Locat- 
ing on a map the cut-over sales of Clatsop and Tillamook Counties, 
for instance, indicates this situation quite clearly. No piece of 
property sold is more than one-half mile from some road, railroad, or 
body of water, and most of the tracts are directly on transportation 
or drainage lines. The location of cut-over and grazing lands in 
Klamath ‘County shows a somewhat similar situation. Of the 32 
verified sales, 27 lie on or within one-half mile of a road, and many 

37 For these values and estimates, refer to Progress Report 14. See footnote 9, on. p. 14. 

LE ORI 
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are within irrigation districts or adjoin streams. Since most of the 
assessors make little attempt to distinguish between the value of 
cut-over lands on account of location, quite frequently putting all 
such land down at one flat rate or at very slightly differing rates, it 
is obvious that the assessment ratios of the more valuable cut-over 
lands are lower than those of the less valuable. Since it is chiefly 
the more valuable in which sales are made, an average assessment 
ratio based on sales is less than the average ratio for all cut-over 
properties. 

NORTH CAROLINA 

In the three counties selected for study in North Carolina it was 
again necessary to rely chiefly on the deed records as the original 
source of information as to sales. The process of verifying sales and 
identifying assessments with properties sold was made especially 
dificult by the lack of any rectangular survey system, lands being 
described by metes and bounds. Owing to the small number of 
usable sales which could be obtained, those in which the considera- 
tions were not verified were ultimately included with the verified 
sales, after ascertaining that the assessment ratios of the two classes, 
when compared by the different groupings, exhibited no marked 
differences. Altogether 425 transactions were used in the 3 counties 
of Beaufort, Chatham, and Macon, with an aggregate value based on 
considerations of over $660,000 and a total area of nearly 21,000 acres. 

It was found impracticable to separate forest properties in these 
North Carolina counties into merchantable timber and cut-over 
classes, as the timber is largely second growth in all stages. Proper- 
ties of 10 acres or more in area, not primarily of recreational or busi- 
ness value, having some cleared land or improvements, but not enough 
to be classified as farms, were originally distinguished as a separate 
class. However, the small number of sales made it undesirable to 
retain these properties in this separate class, and, since they partake 
more of the forest-property character than any other, they were 
combined with that class. For classification as farm or pasture, 
there were required a minimum of 3 acres of cleared plow or pasture 
land, with more than 25 percent of the total assessed value in cleared 
land and improvements. Pasture lands apart from farms were 
found in Macon County only. 

So far as can be ascertained from the available sample, the results 
of which are summarized in table 50, there is no strongly character- 
istic distinction in the assessment ratio of forest property in North 
Carolina. In comparison with farm property, forest property appears 
to be treated a little less favorably in Beaufort County, and about the 
samein Chatham and Macon. The very high ratio for ‘‘other”’ prop- 
erty in Beaufort County may be accidental, as the sample is small. 

TaBLE 50.—Assessment ratios based on sales, by property classes, 1925-80; selected 
counties, North Carolina } 

Forest and 
County transi- Farm and 

tional pasture 

All 
Other classes 

Percent Percent Percent | Percent 
96 84 152 90 ESO AUif OT Gia a a eV te a ah als a heal 

Chatham sh eee eee a sen Ee ae ne pear ee ey als he 74 79 69 77 
TG CVG 0) TT SEN RIN Bs Re) i ek ER PY 8 0 Oa aS ore le Rice Be Pe I | 81 82 | 56 69 

1 Source of data: Refer to table 29. 
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CAUSES OF INEQUALITY 

In seeking the causes of inequality in assessment, it is necessary to 
consider first the individual assessment, sinee the differences between 
individual assessments are fundamental to differences between 
political units, property classes, and other duns 

It has been made plain that an assessment in the last analysis is an 
act of judgment. If the judgment is that of a person with adequate 
knowledge of the facts, with experience in valuation, and with the 
intention of assessing at a correct value, the resulting assessment will 
be a good approximation to the value called for by law. ‘Thus the 
essential requirements of good assessment are intention to carry out 
the law, expert judgment, and a background of knowledge. 

The prevailing undervaluation which studies of assessment ratios 
have revealed indicates that in general assessors do not intend to 
carry out the law. This condition does not necessarily imply moral 
turpitude in assessors greater than in other men. It means rather 
that the public encourages and even demands underassessment. 
There are a number of reasons for this situation. Part of the diffi- 
culty lies in wide-spread ignorance of taxation principles and confusion 
of the function of assessment with that of determining the tax rate. 
Many honest citizens identify low assessment with low taxes. Others 
not quite so honest think that, because their individual assessments 
are at less than full value, they are getting a much desired tax reduc- 
tion to which they are not strictly entitled. Some of the resistance 
to assessment reform doubtless comes from those who think, often 
quite mistaken.y, that they are the beneficiaries of tax favoritism as 
matters stand. They do not realize that many other property owners 
may be receiving equally favorable or more favorable treatment. 
Low assessments, no matter how inequitable, bring fewer complain- 
ing taxpayers to the assessors’ offices than would full-value assess- 
ments. Where equalization Letween districts, towns, or counties is 
imperfect or not understood (as 's almost universal), there is likely 
to be competition in undervaluation among these political units. 
Counties hope by this method to reduce the burden of State taxes, 
while districts and towns want undervaluation for the purpose of 
reducing the local share of both county and State taxes. Assessors 
are generally elective officials and must carry out the will of their 
constituents in order to continue to hold office. In many places the 
sentiment is such that an assessor who seriously attempted to carry 
out the law would court certain defeat at the polls, as well as lasting 
unpopularity with his neighbors. There is often a lack of confidence 
on the part of the public in the equity of the tax administration and 
a feeling that in view of this uncertainty one is justified in seeking 
whatever tax advantage can be obtained. A general feeling that 
real estate is overburdened with taxes may also be partly responsible 
for the pressure to gain relief by illegal means. While undervaluation 
does not necessarily angen inequality between individuals within the 
local tax districts, it has been found to promote individual inequality. 
Furthermore not all assessors may desire to maintain individual 
equality within their districts. Prevalence of undervaluation makes 
it easy for the assessor to favor his own social class, his influential polit- 
ical supporters, or the local residents as against nonresident owners. 
Such favoritism has been cited as a cause of inequality by students 
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of assessment.*® However, it is impossible to make any generaliza- 
tion as to intentional unfairness and discrimination. Assessors as a 
class are doubtless as honest and public spirited as any other group 
of citizens. But the conditions under which they work, which were 
described in detail in the earlier part of this section, appear to place 
a premium on intentional disregard of the law and to impose serious 
difficulties in the way of the assessor who wishes to fulfill the obliga- 
tions of his office. 
A cause of inequality in assessment that is probably even more 

important than intentional disregard of the law is lack of expert 
judgment. The idea of having all property assessed by local residents 
arose in the day when there was little property to assess except farms 
and modest dwellings, the values of which were widely known. The 
demand upon expert judgment was small. The chances of obtaining 
expert judgment in the assessor’s office by the process of electing a 
local resident are not great. In some country districts the taxable 
wealth still consists of farm properties sufficiently alike to make the 
resident assessor with general farming and business experience fairly 
capable of handling the valuation problem. In some cases State tax 
commissions assess special types of property, such as mines or public 
utilities, and employ trained men for that purpose. In exceptional 
cases qualified appraisers are employed to assess all classes of property 
in a city or district. It is generally true however that the very 
important function of assessment is performed without benefit of 
expert judgment. 
Even with intention to carry out the law plus expert judgment, 

it is impossible for an assessor to do his work properly if he has not 
at his command adequate information. Such information includes 
tax maps, detailed data as to the character of properties in the 
district, records of real estate sales extendirs over recent years, and 
other statistical aids. As the assessor’s office is usually conducted, 
it is impossible to build up the proper records so that information of 
this type will be available. Such records cannot be kept where the 
work of assessing is done by part-time employees working for only a 
few months each year without clerical assistance or adequate office 
facilities. Sufficient valuation data are available only in those few 
assessment offices where the assessment district is large enough so 
that full-time employees can be used and proper records kept and filed 
under competent direction. Systematic compilation of valuation 
data in form available for use in assessment is quite exceptional, 
especially in rural districts. 

Inequalities in assessment, originally established as a result of 
inexpert, ill-informed, or intentionally discriminatory assessment, 
are often increased by the tendency to continue the same assess- 
ments by the copying process regardless of changes in actual value. 
It has been found that (17, p. a there is at least considerable lag 
between changes in value of a particular class of property and corre- 
sponding changes in assessment. Obviously, shifting of values 
between localities or classes, without change in an originally erro- 
neous assessment, will be likely to exaggerate the existing inequalities. 

Statistical studies have brought out the fact that the tendency to 
overvalue property of low price in comparison with property of 

38 See the following citations: (18, p. 587; 18, pp. 29-85; 42, p. 110; 49, p. 75; 68, Rept. 12, pp. 63-54; 69, p. 111). 
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high price is practically universal. This tendency may arise from 
the natural inclination of assessors who do not know how to appraise 
values properly to rely too much on average figures, so that a prop- 
erty is likely to be overassessed if below the average in price and 
underassessed if above the average. The fact that localities where 
properties are not very diverse in character, as in the rural districts 
of lowa (39, p. 63), are more uniformly assessed than city districts, 
seems to support this theory. Other possible causes for this teudency 
which have been suggested are the greater ease with which the small 
puverigs may be examined and appraised, the lack of compre- 
ension of large values by assessors in moderate circumstances and 

of limited experience, and the influence and diligence of the larger 
property owners in looking out for their tax interests (22, p. 19). 
The fact that the property of a very small taxpayer may be seriously 
overassessed without resulting in the payment of more than a nomi- 
nal amount in taxes may account for some of the extreme assessment 
ratios among low-value properties. 

The tendency to overburden property of low price operates against 
cut-over or immature forests. In territories such as the Lake States, 
where a large part of the cut-over land is owned by nonresidents, 
the condition of public finance reinforces this tendency. Where the 
cost of governmental services is relatively heavy, because of scattered 
settlement, uneconomical organization of local government, and 
impoverishment of the tax base by removal of the merchantable 
timber, there is great pressure on the locally elected assessor to 
appraise cut-over lands with a view to getting as much revenue as 
possible from that source in the hope of keeping the taxes on farms 
owned by the local residents at a tolerable level. The fact that 
this policy eventually defeats itself by causing widespread delin- 
quency has not seemed to prevent its application. 

Forest property of high price is not necessarily immune from the 
same kind of pressure as cut-over land, as indicated by the relatively 
high rates at which timberlands are assessed in some of the counties 
studied in Oregon and Washington, where timber cutting has gone 
far enough to cause a noticeable shrinkage in the tax base. How- 
ever, while it seems clear that low-priced forest property, that is, 
cut-over land and land with unmerchantable young trees, is usually 
overassessed, the evidence is conflicting with respect to high-priced 
forest property, that is, old-growth merchantable timber, which 
apparently is overassessed relative to other property only in occa- 
sional districts. 

CONCLUSIONS 

It is safe to conclude that the prevailing inequality in taxation 
through faulty assessment under the property tax places a serious 
handicap on ownership of forest lands in general and particularly of 
lands held for reproduction or growth after the more valuable old- 
growth timber has been removed. The remedy consists not in 
arbitrary fixed assessments nor in specific taxes, since these cures 
are likely to prove worse than the disease, by causing more serious 
inequality in taxation than results from erratic assessment (p. 553). 
Neither does it consist in equalization between property classes, 
which would be as difficult to carry out as equalization between 
political districts and as incapable of eliminating the individual 
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inequalities. The remedy is to be found only in the accurate assess- 
ment of individual properties. The benefits to the public generally 
from good assessment are so material as to promise support for a 
program of improving this function, if the public can be brought to 
see these advantages. Means of improving assessment will be sug- 
gested at a latter point in this report, in connection with the general 
summary and recommendations (p. 541). 

APPORTIONMENT 

THE TAX DISTRICTS 

A tax district embraces all of the property that is taxed for the 
support of a unit of government or a single governmental function. 
The tax district may be coterminous with a unit of governmental 
administration, such as the State, county, town, village, or city; or 
it may be simply a unit of taxation for the support of a single govern- 
mental service, such as the school, road, or fire-protection district. 
A tax district may include several assessment districts or an assess- 
ment district may include several tax districts. Likewise, a political 
unit may include many tax districts or be included as a part of a 
tax district. It often happens that overlapping of tax districts 
occurs, 1. e., one district may be superimposed on parts of two or 
more other districts. 

The size of the tax district normally depends upon the territory 
served or capable of being served by the governmental function for 
which the tax is levied. ‘Thus the smallest of the tax districts in a 
given State may be as large in area as a New England State, such 
as the county in sparsely settled districts of the West, or as small 
as a few hundred acres, as boroughs in Connecticut. The State is 
the largest of the tax districts in all of those States which levy a 
State property tax. 

The number of tax districts is enormous. In a statement by 
Lacy (28), S. E. Leland is credited with an estimate of 250,000 
units of government in the United States, each with power to levy 
taxes. Nine counties in northern Michigan with a total assessed 
value of less than $32,000,000 are reported to have 470 separate 
tax-levying districts (29). 

The forest owner js often very much concerned with this multiplicity 
of tax districts. The function of the smaller tax district is nearly 
always to serve the residents, but the bulk of the cost may, through 
the process of gerrymandering, fall on the nonresident land owners. 
By gerrymandering is meant the division of a county or other civil 
division into tax or civil districts in an unnatural or unfair way. 
Large areas of unimproved land without any permanent residents are 
included within the minor tax districts in an unnatural way in order 
that they may aid in the support of functions desired only by the local 
settlement. Thus the people in the local settlement are given an 
advantage in being allowed to impose a share of the burdens of their 
particular local government on an area not bound to it geographically 
or economically. 

In a township in northern Minnesota, for example, notices are posted 
on the wild cut-over land of absentee owners, miles from the nearest 
settlement, ordering them to cut their weeds or said weeds will be 

101285°—35——10 
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cut at their expense by the weed district. It would seem that this 
weed district exists simply as a means of providing work for the 
residents. 

The inequalities in the tax burden caused by the unfair or unnatural 
delineation of the tax district are best seen in the school districts, 
since they are generally the smallest tax-levying units and perform 
the most costly public service. 

In Ohio it is reported that long strips of property consisting of Lake 
Erie frontage or of railroad trackage are attached to certain school 
districts, merely that these strips of property may be taxed to aid in 
the support of the favored schools to the exclus'on of others. There 
are other small poor school districts in the same part of the State with 
a tax base insufficient to support adequately a small one-room school. 
This unfair and unnatural districting sometimes results in two rural 
schools being located within sight of each other, an obvious example 
of inefficiency (44, pp. 180-185). 

Tillamook County, Oreg., presents an excellent example of gerry- 
mandering school districts. Figure 5 outlines the boundaries of the 
school districts. The Oregon laws authorize the district boundary 
board of the county to lay off convenient school districts. These 
boundaries are established and changed by petition of voters in the 
district (46, p. 83). The eastern part of Tillamook County is a forest 
region, largely uninhabited. This forest region is thus divided into 
convenient contiguous areas each tributary to the school in the settle- 
ment. Five of the sixty-two districts (shaded) are here specified as 
fairly typical—not representative of extreme conditions. District 
1 contributes to the support of the high school located in the western 
part of the district and bears a school district rate of 0.39 percent. 
(Rates are as of 1927.) District 2 contributes to the high school 
located near .ts western extremity and bears a district rate of 1.13 
percent. Timber in district 2 of the same value as timber in district 
1 is required to pay nearly three times as much school tax. This 
difference is due merely to the influence of a few voters in obtaining 
the designation of certain remote timber as a tax base for the support 
of their particular school. 

The gross inequality in the tax burden on forest land, thus estab- 
lished arbitrarily by the local voters, is further illustrated by com- 
paring the districts labeled 3, 4, and 5 on the Tillamook County 
diagram. District 3 has a school tax rate of 0.11 percent, district 4 
has levied no school tax at all, and the small district 5 has a school tax 
rate of 2.22 percent. 

If all school district boundaries were eliminated in Tillamook 
County, and all of the schools now established were to be supported 
to the same extent by a county-wide school district, the school tax 
rate would be only 0.68 percent. Merely the elimination of these 
arbitrarily established district boundaries would cause a 33-percent 
reduction in the total burden on forests in district 5, a 28-percent 
increase in total taxes in district 4, and a 13-percent reduction in the 
tax burden in the large district 2. Itis evident that the delineation of 
tax-district boundaries has a large influence on the burden of forest 
taxation. 

The delineation of school-district boundaries is important also in 
determining the ability of the tax base to support the normal functions 
of the district. The assessed valuation per school child in the 
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districts of Tillamook County varies from a minimum of $1,410 to a 
maximum of $22,702 (47, p. 71). The timber property in the district 
having $22,702 in property back of every school child will be especially 

® SCHOOL LOCATION 

MILES 
63) 

FiGuRE 5.—Boundaries of school districts in Tillamook County, Oreg. (The figures designate school 
districts referred to in the text.) 

favored in taxation. Timber is sometimes especially favored and 
sometimes penalized by the drawing of these boundaries. 

There is a tendency toward extravagance in school and other 
vovernmental activities where large areas of valuable forest land owned 
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by nonresidents are assigned to support particular local activities. 
This is well illustrated by comparing those school districts of Clatsop 
County, Oreg., where the voters are the taxpayers, with the districts 
where there are large tracts of timber and the voters pay but little 
of the tax. In four districts having no timber the cost per capita for 
operating the schools varied from $52.83 to $85.61, while in four 
districts having large tracts of timber, the cost per capita for operating 
schools varied from $112.35 to $370.65.%° In one forest-land district 
in Clatsop County the school costs per pupil are reported to be from 
$800 to $1,000 per school year. The county assessor of Clallam 
County, Wash., reported that there was one high-school district in 
the western end of this county, where timber is plentiful and children 
few, that maintained a high school for only 30 pupils at an annual cost 
of over $30,000. A part of the higher cost of schools in the forest-land 
districts may be due to a sparser school population and higher trans- 
portation costs, but without doubt a large part is due to the lack of 
incentive to be economical. 

In contrast to this is the practice in Maine, where the school affairs 
of the forest region (unorganized territory), which is 50 percent of 
the entire area of the State, are administered as one huge school 
district by the State commissioner of education. The annual school 
cost (primary and high school) is 0.06 percent of the assessed valua- 
tion, or $107 per pupil. The school tax rate is 0.33 percent, and the 
difference between the tax and the cost, or 0.27 percent of the assessed 
valuation, is contributed by the forest region toward the support of 
all the schools in the farming and industrial sections of the State. 
As a result the school tax rate in the forest region of Maine is more 
uniform, averages less, and leads to a more equitable distribution of 
the tax burden than jn the forest regions of other States. 

The drawing of political township boundaries in sparsely populated 
forest regions also is often the result of gerrymandering. This is well 
illustrated by the accompanying sketch (fig. 6) of Iron County, Mich., 
showing township boundaries. ‘Township 1 is an agricultural and 
forest-land township. All of the permanent residents live in the 
southern fourth of the township. The northern uninhabited forest 
land portion is attached for administrative and taxation purposes 
and assists in reducing the tax burden on the farming community. 
Township 2 is a mining and forest-land township. Practically all of 
the permanent residents live in the eastern third, which js the rich 
mining portion of the township. This mining community is abun- 
dantly able to support the local government with a very low tax rate 
and still indulge in some extravagance. However, the western unin- 
habited forest portion of the township is added for administrative and 
taxation purposes. As a consequence the timber lands in the western 
part, by being attached to a district with a high degree of ability to 
pay, are favored with a low township tax rate. 

This situation is again contrasted with the unorganized forest 
region of Maine and the unorganized territory of St. Louis County, 
Minn., where the forest region, lacking permanent habitations and 
lacking community interest and voting power, is segregated for taxa- 
tion purposes and contributes only to the support of general State 
and county functions and to governmental activities especially related 
to the forest region. 

39 Letter of Oct. 10, 1928, from E. E. Montague to Tri County Association of Portland, Oreg. 
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Inequalities in the tax burden are due also to differences between 
counties as taxing districts. Investigation shows that the total tax 
on timber in the various counties of Washington ranges from 1.2 
cents per thousand board feet in some counties to 8.7 cents per 
thousand board feet in other counties. This difference is partly due 
to the governmental requirements and the efficiency and taxpaying 
ability of the different counties. 

Such differences and inequalities are bound to occur where local 
districts are financially responsible for major governmental functions. 
The possibility of overcoming a part of these inequalities has been 
demonstrated, in the case of the smaller taxing districts, by separating 
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FIGURE 6.—Political townships in Iron County, ec er figures designate townships referred to in 
the text. 

from local taxation the larger blocks of forest land, which, being 
uninhabited, have developed no local community interest or respon- 
sibility. Some more effective equalization of the tax burden is 
necessary than that which would result merely from better assessment 
practice. ‘Tax districts are not delineated in such a way that adequate 
public services can be financed by taxes levied at a reasonably uniform 
tax rate in all of the districts. 

TAX RATES 

Each parcel of real estate is generally located within many taxing 
districts. In some cases property is located within the minimum of 
two districts, State and county, but most often it is located within 
many more, such as township, village, school, fire, road, port, drain- 
age, irrigation, sanitation, weed, and mosquito-abatement districts. 
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The total annual estimated expenditures of each district (less income 
expected from other than the general property tax) is divided by the 
total assessed value or tax base of the district in order to determine 
the district tax rate. Each of the superimposed districts imposes 
its own tax rate, and the sum of all these tax rates constitutes the 
total tax rate borne by an individual property. 

In New England it is the custom for tax districts larger than a 
town, such as the State and county, to levy a tax upon the town as 
a corporation. The town in turn includes the State and county tax 
in its town budget. The part of this budget which is to be balanced 
by receipts from the property tax is divided by the assessed value of 
all property in the town. The quotient is the town tax rate which 
is the total tax rate borne by each taxable property in the town. 

There are States in which certain of the tax rates are fixed by 
statute in advance of assessment, so that the assessment determines 
the amount of the revenue from the tax in question. These rates 
provide a dependable income for certain governmental functions, 
assuming that the tax base will not fluctuate greatly from year to 
year. That part of the total tax rate which is fixed is added to the 
tax rate which is determined as in the preceding paragraph, and the 
sum of these is the total tax rate to be borne by each property in 
the district. 

Fixed or limited total tax rates have been tried from time to time 
in various States, but have been universally unsuccessful. <A limited 
tax rate is intended to force a reduction in governmental expenditures, 
but its effect may be avoided by one means or another, such as govern- 
mental borrowing or increasing the assessed values until they approach 
full market value. 

Governmental economy may be achieved directly under the legal 
operation of the property tax by control of the budget. Budget 
control is often achieved indirectly, however, by an administrative 
limitation of the tax rate. The public may be accustomed to a certain 
range of tax rates, and the budget is controlled under ordinary circum- 
stances by the inexpediency of fixing a tax rate much in excess of the 
usual one. The fixing of the tax rate is usually the duty of the 
county or town board, which has the responsibility for setting a rate 
which, applied to the corresponding tax base, will produce the 
required revenue. 
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INTRODUCTION 

The final step in the administration of the property tax is the collec- 
tion of the tax. This is in the hands of the tax collector, who has not 
previously been concerned with the determination of the amount of 
the tax. The procedure in collecting taxes and handling delinquency 
will first be discussed generally, following which a sample calendar of 
procedure will be given for a typical State. 

In general, methods of administering and enforcing the tax-collec- 
tion provisions of the property tax become a problem only when they 
fail of their purpose and taxes become delinquent. Therefore this 
part will be chiefly concerned with the problem of tax delinquency 
with special reference to forests. Such questions as the following 
arise: How extensive is tax delinquency, and what have been the 
trends? What are the causes of tax delinquency? Is forest land— 
especially cut-over forest land—more subject to delinquency than 
other classes of real property? Does this land become delinquent 
because of discriminatory taxation? In what States has there been 
extensive reversion of land to public ownership through delinquency? 
What are the effects of delinquency and reversion on the revenues of 
local government and on political organization in sparsely settled 
areas? It is not possible, from the data which have been assembled, 
to answer all these questions fully and precisely, but it is possible to 
throw considerable light on this important aspect of the forest-tax 
problem. 

TAX COLLECTION 

STATUTORY PROCEDURE 

THE TAX COLLECTOR 

The machinery of tax administration is constantly being altered, so 
that no tabulation long remains correct; the enumerations given here 
are in accordance with a digest published in 1930 (38) and, while 
probably no longer strictly accurate, are not greatly out of date. 

151 
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In New York, New Jersey, Michigan, Wisconsin, and the six New 
England States, taxes are collected by township officials. In Dela- 
ware, Illinois, and N ebraska they are collected in some counties by 
township collectors and in others by county officials. With these 
exceptions all property taxes, except in some instances city taxes, are 
collected by county officials. In Arkansas, Kentucky, Louisiana, 
Mississippi, North Carolina, Oregon, West. Virginia, and the less 
populous counties of Texas, taxes are collected by the sheriff. In 
Alabama, Florida, Georgia, "Maryland, Pennsylvania, and the more 
populous counties of Texas, they are collected by independent tax 
collectors. In the remaining ‘22 States they are collected by the county 
treasurer. In several States there are exceptions to the general prac- 
tice, and frequently a different official collects delinquent taxes from 
the one who collects current taxes (38, pp. 207-218). 

The most widely used system of collection—and probably the most 
satisfactory one—is collection by the county treasurer. Under this 
system all current taxes, except in some instances city taxes, are 
included in a single tax bill, and the proceeds are distributed by the 
collector to the various taxing units. The treasurer has other duties 
and can be employed full time at a stated salary. The practice of 
combining the duties of tax collector and sheriff has proved unsatis- 
factory. The two classes of work are so incongruous that rarely is one 
person qualified for both. 

In 14 States—Florida, Idaho, Illinois, Massachusetts, Michigan, 
Montana, Nevada, New Hampshire, New Jersey, North Dakota, Utah, 
Virginia, Washington, and Wyoming—(38, pp. 207-213) collectors are 
required to send out tax bills, though this 1s not done consistently in 
some of these States. In the rural jurisdictions of several States bills 
are sent only when requested by the taxpayer. Probably in all 
States tax bills are sent out by the larger cities. The general practice, 
whether tax bills are sent or not, is to publish the time and places at 
which taxes may be paid. 

The more usual method of compensating the tax collector in the 
Eastern States is the fee system. Under this system the collector 
receives a commission on taxes collected. In New York, which has 
township collectors, the fee is 1 percent for all current collections, 5 
percent for collections of delinquent taxes, and 2 percent for taxes not 
collected. Obviously, such a system puts a premium on delay and 
would seem well designed to encourage delinquency. Where a sepa- 
rate collector is employed, the work of collecting taxes is not generally 
sufficient to occupy his entire time, and this has been offered as an 
objection to compensation on a salary basis. 

TIME OF PAYMENT AND PENALTIES FOR DELAY 

Taxes are most commonly due and payable during the fall and 
winter. This time was probably selected originally to meet the seasonal 
nature of the farmers’ income. Twenty-one States have departed 
from this schedule to the extent of allowing payment in two install- 
ments, the second installment usually being payable 6 months after 
the first. These States are Arizona, California, Colorado, Connecti- 
cut, Idaho, Indiana, Iowa, Kansas, Minnesota, Montana, Nevada, 
New J ersey, New Mexico, New York, North Dakota, Ohio, Oklahoma, 
Oregon, South Dakota, Washington, and Wyoming (38, pp. 214-217). 40 

4 Direct inquiry in the case of Connecticut. 
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The period allowed for payment of taxes before they become delin- 
quent varies from 1 to 9 months, but in a majority of States is not more 
than 3 months. After a tax becomes delinquent it ordinarily becomes 
subject to an interest charge, a flat penalty, or both. Thus in Con- 
necticut taxes become delinquent 1 month after the first publication 
of the collection date and are subject to an interest charge of 9 percent 
perannum. In Colorado the interest rate is 10 percent, being imposed 
4 months after the tax becomes due. In Oklahoma the rate is 15 
percent on the whole tax if the first half is not paid 60 days after the 
rolls are filed with the county treasurer. In none of these States is 
there a preliminary penalty. In Idaho there is a 2-percent penalty, 
then 10-percent interest; in Tennessee, a 7-percent penalty, then 6 
percent interest; in Montana, a 10-percent penalty, then 12 percent 
interest. The dates of delinquency are 1 month, 7 months, and 40 
days respectively after the tax becomes due. Examples of States 
which impose a flat penalty but no additional interest charge after a 
tax has become delinquent are: New York, 5 percent after 1 month; 
Indiana, 10 percent after 4 months; Minnesota, 5 percent after 5 
months and 10 percent after 10 months. In Florida discounts are 
allowed for prompt payment of taxes but no penalties are imposed 
after delinquency. In Mississippi there are neither discounts nor 
penalties (38, pp. 214-222). 

The penalties and interest charges mentioned above are those im- 
posed for short periods only; they terminate or give way to other 
schedules after a tax sale, after the tax lien has been registered or 
reduced to a judgment, or after the delinquency has, by some other 
legal process, acquired a different status. 

DISTRAINT OF PERSONAL PROPERTY 

The laws ordinarily provide that as soon as taxes on either real or 
personal property become delinquent the collecting official must 
attempt to collect them by the distraint and sale of personal property. 
Tax liens on real estate usually attach directly to the property itself, 
regardless of whether it has been sold since the date of assessment. 
In the case of personal property, the lien attaches to all the property 
of the taxpayer, whether owned on assessment day or subsequently 
purchased, but not to any property that is sold by him after assess- 
ment day before it has been attached. 

Thus, while a subsequent purchaser becomes liable for any unpaid taxes levied 
upon real estate, he is not usually liable for payment of any taxes levied upon 
personal property * * 

Personal property can usually be sold by the tax collector for either delinquent 
personal property taxes or delinquent real-estate taxes without court action. 
Court action is, however, usually prerequisite to real-estate sales, but this is not 
always the case. Most of the State laws also provide that the collectors may sue 
the taxpayers for any unpaid taxes (38, pp. 74-75). 

Connecticut even permits imprisonment for tax delinquency, and 
the 1927 report of the State tax commissioner mentions the fact that 
2 towns collected 9 personal taxes by imprisonment (65, p.7). 

ENFORCEMENT OF REAL-ESTATE TAX LIENS 

There has been no recent comprehensive study of the methods by 
which real estate tax liens are enforced, and the analysis which follows 
is based on information secured in selected States in connection with 
this investigation, supplemented mainly by material assembled in 1928 
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by the Municipal Administration Service (64). The statements based 
on the latter source have not all been verified by an examination of 
recent statutes, and hence the examples cited here as ulustrative may 
have been modified in some instances by subsequent legislation. 

Four Typsés oF PROCEDURE 

The existing laws in respect to the enforcement of real-estate tax 
liens are of four general types: (1) The most common practice is to 
hold a tax sale*! at which the liens are offered to private buyers. 
The purchaser acquires a certificate which, if not redeemed by the 
delinquent owner before the expiration of a fixed period, may be ex- 
changed for a tax deed. If no private party purchases the lien, the 
State or county is assumed to be the purchaser, the landowner having 
the usual right of redemption. (2) In some jurisdictions a certificate 
is issued to the purchaser of the lien, and, after a fixed period of 
redemption has been allowed, the lien is enforced by foreclosure 
proceedings similar to those used in foreclosing a mortgage. (3) No 
tax sale is held, the State or county automatically becoming the pos- 
sessor of all delinquent tax liens. The interest thus acquired is held 
for a fixed period and then liquidated by a sale of the property or of 
the lien created by the unpaid tax. (4) At the tax sale the land, or a 
fractional part of it, is sold instead of the tax lien, the purchaser 
acquiring clear title after certain legal requirements as to notification 
are met. 

The tax sale law of Michigan illustrates the first type. The tax 
sale is held 2 years and 2 months after the delinquent rolls are sent 
to the county treasurer. The interest during the delinquent period 
is 0.75 percent per month plus a collection fee of 4 percent. The owner 
may redeem during the first year after the sale of the certificate by 
paying the sale price plus 1 percent permonth. Any time after 1 year 
and before the expiration of 5 years the holder may apply for a tax 
deed, which may be perfected by notifying all holders of a recorded 
equity in the property. Any holder of a recorded equity may obtain 
a reconveyance within 6 months from the date of this notification by 
paying twice the face of the certificate, plus $5 for each description 
and the sheriffs tee if a notice were served. If the certificate is 
acquired by the State the redemption procedure is similar, except that 
the State may sell the land after 1 year or, if it is unoccupied, may 
acquire absolute title when it has been delinquent for 5 years’ taxes. 

An ilustration of the second type of procedure is found in North 
Carolina. A tax sale is held 8 months after the tax first becomes due, 
the purchaser of the tax claim acquiring a certificate as in the first 
type of procedure. The certificate is made out to the county if there 
is no private bidder. The certificate bears interest at 12 percent per 
annum for the first year and 8 percent thereafter, provided that, if 
foreclosure proceedings are not started within 18 months, the interest 
rate is reduced to 6 percent. A tax certificate must be foreclosed 
within 3 years or the lien is no longer binding. 

The California law is an illustration of the third type. It provides 
that all delinquent taxes shall be automatically purchased by the 
State. The delinquent owner may redeem his property any time 
within 5 years by paying a penalty, which increases gradually from 

41 These sales are often referred to as land sales, but what is actually sold is the tax claim, not the land 
The purchaser acquires at first only a lien upon the land. 
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10 percent, if redeemed within 6 months, to 50 percent after 4 years. 
If not redeemed by the owner within 5 years, a sale at public auction 
is held by the State to wipe out all existing liens. A deed is then 
issued by the State, and the owner loses his right of redemption if all 
legal technicalities have been complied with. The State does not 
guarantee the tax deed, however, nor give the purchaser possession. 
These rights must be established in court. 

The fourth type of procedure is in use in Rhode Island,” where the 
purchaser at a tax sale is the bidder who will assume the tax, interest, 
and penalties for the least quantity of the delinquent land. The 
owner or any party with an interest must redeem within 1 year; 
otherwise the purchaser acquires a clear title if all legal requirements 
as to notification have been met.* A similar procedure is employed 
in Louisiana. 

While these four types of procedure illustrate the principal methods 
by which tax liens may be foreclosed, there are slight variations from 
one or another of these general procedures i in particular States. Thus 
in Oregon certificates may be offered for sale after a tax has been 
delinquent for 6 months, or the county may issue the certificate to 
itself. It may even dispense with the sale and assume all the liens 
itself. In Louisiana a tax sale is held 5 months after the date of 
delinquency, and any parcel not sold to a private bidder is adjudi- 
cated to the State. The owner has 1 year in which to redeem, after 
which the State’s title becomes absolute, and it may sell, lease, or 
make other use of the land. In Ohio lands delinquent for taxes are 
certified to the State, and the lien is enforced by a foreclosure sale 
after the taxes have been delinquent for 4 consecutive years.“ 

TimME oF Tax SALES 

The period allowed to elapse after a tax becomes delinquent before 
the tax sale is held varies widely among the States for which informa- 
tion is available. In Florida the law provides for a sale immediately 
after the expiration of the regular collecting period, and in Rhode 
Island the sale may be held after 3 weeks of advertising. In most 
States where tax liens are sold the period is from 3 to 6 months, though 
it is 13 months in South Dakota and 28 in Michigan. In States 
where there is no sale of tax liens but only a final foreclosure sale the 
period is much longer—being, for example, 4 years in Ohio and 5 
in California. 

PERIOD OF REDEMPTION 

The period allowed for redemption from a tax sale depends to some 
degree upon the method that can be used to enforce the lien, that is, 
whether a tax deed may be issued after the expiration of the period of 
redemption on a tax certificate or whether resort must be made to fore- 
closure proceedings. <A certificate holder may apply for a deed after 
1 year in Michigan and Louisiana; after 2 years in Maine, Mississippl, 
and South Dakota; after 3 years in Oregon and Montana; and after 
5 years in Washington. In most States, however, the certificate 
holder does not have to demand title immediately after the expiration 

42 In 1931 a special commission appointed to examine the matter of revising the collection laws recom- 
Fics ne fale of tax liens rather than of the property itself, but their recommendations were rejected by 

43 Rhode Island, General Laws, 1923, ch. 12, secs. 7 and 8. 
4 California, General Laws, 1931, Acts 8453-8454, 
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of the redemption period. In Wisconsin he may demand title after 
the expiration of 3 years, but he is not debarred from doing so until 
after 6 years have elapsed. If the certificate was acquired by the 
county and later assigned to an individual, the limitation does not 
apply until 6 years after the certificate was assigned, provided not 
more than 15 years have elapsed since the date of the tax sale. In 
Louisiana lands adjudicated to the State are eligible for redemption as 
long as title is vested in the State. In North Carolina the regular 
procedure requires that foreclosure proceedings be instituted within 
3 years and that a certificate becomes invalid if this is not done, but 
this provision has been liberalized by subsequent legislation. Like- 
wise in Minnesota the redemption period has been extended from 5 to 7 
years by recent legislation. 

Cost or REDEMPTION 

The cost of redemption is often fixed by statute at a definite rate of 
interest, this rate usually being sufficiently high to attract private 
buyers for the liens. A rate of 10 or 12 percent is the most common, 
though it is 15 percent in Nevada, 20 percent in Louisiana, and 25 
percent in Mississippi. This is usually in addition to all the legal 
costs incurred by the certificate holder. In Texas the purchaser of 
the lien may charge the delinquent owner as much as twice the face 
of the certificate, and in Michigan, double the sale price plus $5 on 
each description. These charges are in lieu of interest and are 
independent of the length of time which has elapsed since the sale. 
In contrast to these heavy charges, Oregon limits the interest rate to 8 
percent, and North Carolina has recently lowered the rate from 12 to 
6 percent. 

Although the cost of redemption from a tax sale is often fixed at a 
definite rate of interest, there is a growing tendency to establish a 
maximum rate of interest and to lower this by competitive bidding 
among the tax-title purchasers. Colorado, New Jersey, and New York 
have general or special statutes governing this method of competition. 

VALIDITY OF Tax DEEDS 

In a few States a tax deed conveys a clear title. This appears to 
be the case in Ohio. Similarly Nevada gives the owner of property 
sold at a tax sale 1 year in which to redeem, after which the tax pur- 
chaser gets absolute title to the property. All technical errors of 
taxing officials are waived by statute. But in most States a tax deed 
issued at the expiration of the statutory redemption period of a tax 
certificate, with no judicial process involved, is a poor instrument 
in the eyes of the court. There is always the danger of having the 
title set aside for error. Even in California, where the ta sales are 
conducted by the State government, the tax deed seems to have little 
standing, for it does not give the holder possession. Because of the 
weakness of a tax deed, several States, including North Carolina and 
Missouri, have adopted a procedure which involves foreclosure of the 
lien as in the case of a mortgage. Wisconsin and New Mexico offer 
this course as an alternative procedure. 

TRESPASS ON DELINQUENT LANDS 

One aspect of tax delinquency which has not received much atten- 
tion and regarding which the law is often somewhat obscure, is the 

pe 
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status of delinquent land before title is finally transferred. That is, 
what are the rights of the owner as his land advances through the 
various stages of delinquency? Michigan may be taken as an example 
of a State where the law is quite precise and definite information con- 
cerning its administration is available. 

Taxes become due and payable on the Ist day of December and, if 
paid prior to March 1, are payable to the township treasurer. Until 
January 9 this official is only a passive receiver of taxes, but after 
this date he is required to go after them. Moreover, on and after 
January 10, if taxes are due, it becomes illegal for the owner to cut or 
attempt to cut any standing timber or to remove any timber, wood, 
logs, or buildings from the property.” As a matter of practice the 
treasurer does not investigate the activities of each delinquent prop- 
erty owner, but presumably he brings action for trespass if a case is 
called to his attention. 

After March 1 delinquent taxes are collected by the county treas- 
urer, and it is his duty to issue a warrant to the sheriff directing him 
to seize any timber, logs, wood, or buildings that are being removed 
and sell a sufficient quantity to satisfy the taxes, together with interest 
and charges (or penalties) thereon, and the cost of such seizure and 
sale. The county treasurer may also obtain an injunction to restrain 
a property owner who is delinquent 1 in the payment of his taxes from 
removing such property.** According to local observers, the county 
treasurer is not particularly diligent in enforcing these provisions, 
usually waiting for some citizens to take the initiative before starting 
an action. 

In May, 2 years and 2 months after a property first becomes delin- 
quent, the county treasurer holds a tax-judgment sale. If the judg- 
ment or lien is purchased by a private party, the latter has the right 
to an injunction to restrain waste on any of the lands described in his 
certificate.*’ If the land is bid in by the State at the tax-judgment 
sale, the auditor general may prevent the removal of timber or other 
depletion of the property. If any person cuts or removes logs, wood, 
or timber from lands on which the State has a tax lien, the auditor 
general is required to issue a warrant to the sheriff of the county 
where such lands are situated, commanding him to seize and sell a 
sufficient quantity of such property to satisfy the taxes, with the in- 
terest and charges thereon and the cost of such seizure and sale.* 
Not only is it the duty of the sheriff and county treasurer to report to 
the auditor general all violations of the law in respect to delinquent 
lands but the auditor general furnishes the State trespass agent with 
lists or plats of land bid in by the State, and it becomes his duty to 
report all such trespass. 

Until lands have been deeded to the State by the auditor general, 
occupancy by the original owner or tenant is not unlawful. Only 
flee purine or removal of timber or woods products or buildings is 

eva 
iter lands become State tax homestead lands, trespass and sale 

and management are in charge of the department of conservation. 
Treble damages are required if trespass is willful and single damages 
if involuntary.” 

46 Michigan, General Tax Law of 1893, as amended, 1923, sec. 155. 
46 See footnote 45, secs. 156-157 
47 See footnote 45, sec. 7 
48 See footnote 45, sec. 
49 Michigan Compiled fee of 1929, sec. 5947. See also secs. 5944-5950, 5882-5897. 
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A SAMPLE TAX CALENDAR 

A recent comprehensive study of tax delinquency in Ohio, by Nils- 
son ° furnishes a very good illustration of collection procedure in law 
and in practice. Statutory provisions are well illustrated by means of 
a calendar, taking a tax delinquent for 1925 as an illustration. The 
law has been somewhat revised (in 1931). However, since Nilsson’s 
report is in terms of the old procedure, the old calendar is given here, 
with only a few of the more important changes mentioned paren- 
thetically. 

Second Monday in April 1925: Assessment date. 
December 20, 1925: First half of 1925 tax on real estate becomes 

delinquent and subject to 10-percent penalty (sec. 5678).* 
June 20, 1926: Second half of tax becomes delinquent and subject 

to 10-percent penalty (sec. 5678). 
Between December 20, 1926, and second Thursday in February 

1927: County auditor is required to publish in a local paper for 2 
consecutive weeks a list of all parcels delinquent for two or more in- 
stallments. He is also required to send a list of such delinquent 
lands to the State auditor (sec. 5704). 

Second Thursday in February 1927: County auditor and county 
treasurer are required to begin on this date to prepare delinquent land 
tax certificates for the parcels which were advertised and on which 
the taxes and penalty have not been paid (sec. 5712). Since the 
certification is made only once a year, it is evident that there may be 
some parcels which are delinquent for three installments before cer- 
tification. (In 1931 the date of certification was changed to August 
so that a current year’s delinquency may be certified promptly.) 

February 1927-February 1930: Any time within 3 years after 
certification the owner may redeem his land by paying the taxes and 
assessments mentioned in the certificate, a 10-percent penalty, 60 cents 
for advertising, 25 cents for making out the certificate, and interest 
at 8 percent from the date of delinquency (sec. 5713, modified in 1931). 

February 1930: After lands have been de inquent for 4 years (3 years 
after certification) they are again certified to the State auditor. 
This certification (formerly called the quadrennial certification) re- 
quires a detailed statement showing the accumulation of taxes, 
assessments, penalties, and interest from the date of original default. 
A copy of each certificate must be delivered to the county treasurer 
(sec. 5718). (In 1931 the date of this certification was changed to 
August.) 

Before May 1930: Within 3 months after the filing of the quad- 
rennial certificate with the State auditor, foreclosure proceedings 
must be instituted in the name of the county treasurer for the en- 
forcement of the tax lien. No proceedings may be instituted on 
delinquent lands unless the taxes, assessments, penalties, and interest 
have not been paid for 4 consecutive years (3 consecutive years after 
certification). From the proceeds of the sale of the land, the cost 
must first be paid, then the judgment for taxes, assessments, penalties, 
and interest, and then the balance distributed according to law 
(secs. 5717 and 5719). The State, through the attorney general, is 
also authorized to bring action (sec. 5722). 

50 NitssoNn, A. E. PROPERTY TAX DELINQUENCY IN OHIO. Unpublished doctorate dissertation, Yale 
Univ., 1931. 

1 Ohio General Code, 1929. 
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Delinquent lands that are offered for sale by the country treasurer 
and that are not sold for want of bidders are considered forfeited to 
the State (sec. 5744). They continue to be listed for taxation in the 
name of the State (sec. 5745). 

Second Monday in December 1930: Such forfeited lands, if not 
redeemed in the meantime by the payment of all taxes and charges 
due, are required to be offered for sale by the county auditor in 
December following their forfeiture to the State. (The date of this 
sale was changed in 1931 to March, sec. 5752.) Parcels which cannot 
be sold at the first forfeited-land sale for an amount sufficient to 
cover the taxes and penalties which stand against them are offered 
again at the next regular sale. If a parcel is offered for sale at two 
succeeding sales and still remains unsold, the commissioners of the 
county in which it is situated may order its sale at the next regular 
sale of forfeited lands to the highest bidder, irrespective of the amount 
of taxes and penalties due on it. Such sale shall convey the title 
of the said tract or parcel of land, divested of all liability for any 
arrearages of taxes or penalties which remain after applying thereon 
the amount for which it was sold (sec. 5755). : 

COLLECTING PROCEDURE IN PRACTICE 

THE PRACTICE IN OHIO 

The foregoing pages of this section have undertaken to present a 
picture of the statutory provisions relating to the collection of taxes 
in the States of the United States. No one can go far in the inves- 
tigation of this subject, however, without discovering (1) that the 
procedure is often not conducive to the prompt payment of taxes, 
and (2) that the actual practice seldom, if ever, conforms perfectly 
with the statute and frequently departs widely therefrom. The 
results of the Ohio study already referred to are very illuminating, 
this being one of the few attempts to make a detailed check of the 
relation of administrative procedure to the requirements of the law, 
and to discover to what extent the provisions of the laws themselves 
appear to be responsible for a departure from them in practice. 

The Ohio investigator directed quest onnaries to the officials of 
every county in the ‘State, inquiring about the actual performance in 
respect to each step in the procedure outl ned above. The questions 
and summaries of the answers follow: 

(1) Are the delinquent lands advertis‘d each year between the twentieth day of 
December and ihe second Thursday in February as required by law? 

59 coun y auditors advertise on time. 
26 county auditors advertise later. 
3 county auditors do not advertise at all. 

The reason for the delay in advertising, in most cases, was attributed 
to the failure of the treasurer to close his books on time. Some 
justified a failure to advertise on the ground of economy. Nilsson 
concedes that— 
there can be little doubt that the present advertising practice is unnecessarily 
expensive. It seems that the same purpose of public notification would be attained 
if some discretion were left to county auditors concerning the actual content of 
the delinquent land list which was to be published. 

(2) Is the February delinquent land tax certification made each year? 
26 county auditors make it regularly. 
20 county auditors make it with irregularity. 
1 county auditor has made none since 1924. 
1 county auditor has never made it. 
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The reasons given for the failure to make the certification regularly 
were (1) an extension of the time for payment of the December 
installment beyond the 30-day collection period, (2) pressure of other 
duties, and (8) to save money. 

(3) Is the quadrennial certification of lands delinquent for 4 consecutive years 
made with regularity? 

69 auditors make it regularly. 
14 auditors have omitted it some years. 
5 auditors do not make it at all. 

Many auditors maintain that the results obtained do not justify 
the time and expense involved. Nilsson says: 

There seems to be no valid reason why foreclosure proceedings against delin- 
quent lands should not be instituted 2 years after original notification, instead 
of waiting 4 years or more. 

(4) What actions are taken on foreclosure proceedings? 
In 29 counties the law is complied with. 
In 7 counties foreclosures are made only when there is reasonable certainty 

of a sale. 
In 10 counties the law breaks down with the auditor. 
In 16 counties the law breaks down with the treasurer. 
In 22 counties the law breaks down with the prosecutor. 
In 4 counties the law breaks down with the courts. 

(5) Are foreclosure sales being held at which all tracts of land, on which the tazes, 
assessments, penalties, and interest have not been paid for 4 consecutive years, are 
offered? 
mH 29 counties have had sales at which an attempt was made to sell all such 

parcels. 
7 counties have had only a few sales. 
52 counties have had no sales. 

Nilsson comments as follows: 

Only 29 counties of the State attempted to foreclose on all delinquent parcels 
after the expiration of the 4-year period from the date of original certification. 
In other words, one-third of the counties of the State carried out the law to the 
letter in endeavoring to dispose of delinquent lands. Whether or not a parcel 
would return enough in sale price to pay costs was not of prime importance. 
Sales were ordered, and if necessary the counties assumed all or a large portion 
of the costs of sale. All delinquent taxpayers stood equal before the law. 

* * * From the point of view of the counties, foreclosure proceedings, on 
the whole, have proved to be a costly venture. The remedy for this situation, 
however, does not lie with the refusal of the counties to foreclose on delinquent 
properties in order to escape court and advertising costs, but rather with the 
minimizing of the ‘‘red tape’’ which gives rise to these excessive sale costs. The 
adoption of the former alternative opens the door for wholesale tax evasion. 

(6) Are sales of land forfeited to the State held regularly? 
No county holds such sales. 

Nilsson attributes the absence of such sales to the fact that the 
selling price cannot be less than the sum of the accrued taxes and 
costs. He believes that the county auditors should be authorized 
to offer such properties for sale to the highest bidder. If no bid is 
received at the first sale it should be offered at the next succeeding 
sale, and if still no bid is received he believes that the land should 
actually be forfeited to the State and placed at the disposal of the 
State supervisor of public lands to be treated as other public lands. 
Moreover, he states that the further levy of taxes on lands that are 
bid in by the State appears to be futile and only adds to the difficulty 
of disposing of the lands later. 

Nilsson’s conclusion is that the principle underlying the present 
real property delinquency statutes (in Ohio) is sound, in that it 
provides a logical and orderly method of collecting delinquent real- 
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property taxes without resort to the sale of tax liens and the subjec- 
tion of property owners to the exactions of tax lien buyers, but that 
the process of collection appears to have broken down in the past 
because of minor defects in the law which could be removed without 
discarding the underlying principle. The most important of the 
desired modifications are: simplification of the procedure, reduction 
of collection costs, and, particularly, shortening of the period of 
delinquency by substituting a biennial for the present quadrennial 
certification. 

It was found that foreclosure statutes were being enforced in only 
29 of the 88 counties, and that even in these counties the present legal 
period of 5 to 5% years between original default and foreclosure is 
usually extended in practice to about 7 years. Nilsson therefore 
recommends that the foreclosure statutes should be rephrased to 
provide that the auditor of the State must ‘‘order”’ (rather than 
‘““cause’’) foreclosure, that he submit copies of all foreclosure orders to 
the State tax commission, that tne treasurers be required to report to 
the tax commission within a short period after the final certifications 
the status of foreclosure suits, and that the tax commission be required 
to force negligent treasurers to take action by writ of mandamus 
proceedings. If these recommendations were adopted he believes 
that foreclosure sales would be undertaken shortly after the biennial 
certification. 

As a final step in his investigation, Nilsson attempted to determine 
the subsequent history and final disposition of lands certified as 
delinquent in 1925. The study embraced 22 counties and the 
delinquency, including penalties, certified in 1925 amounted to $425,- 
968. . Before the end of that year redemptions had amounted to 
$177,033. During 1926 they amounted to $123,970, and during 1927, 
1928, and 1929 up to the date of quadrennial certification, $67,223. 
Thus there remained $57,742 unpaid 4 years after the original certifi- 
cation, which therefore appeared in the quadrennial certification. 
These certificates represented 1,022 of 5,692 parcels originally delin- 
quent. Unfortunately, he was unable to determine the final disposi- 
tion of these lands. He says: 

The value of this study of redemption of delinquent lands would have been 
materially enhanced if it had been possible to determine the final disposition of 
parcels quadrennially certified in 1929. It was, however, impossible to obtain 
accurate data regarding these properties for the succeeding years. It was lea~ned, 
however, that for al: practical purposes the quadrennial certification completes the 
history of delinquent land in most counties, as it is only in the minority that fore- 
closure sales are mzde regularly. 

The statutes provide that property which has been offered for sale after quad- 
rennial certification and which remains unsold shall be forfeited to the State 
and shall be offered for sale every 2 years thereafter. No cases in any county, 
however, were found in which such sales of forfeited lands had been held. 

GENERAL COLLECTION PRACTICE 

The Ohio practice has been described at considerable length because 
it illustrates a common condition. An examination of procedure and 
practice has been made in several other States, and nearly everywhere 
there is delay and evasion in the enforcement of the tax-collection 
laws. This is due partly to official indolence and carelessness, partly 
to political expediency, and partly to weaknesses in the procedure 

101285°—35——-11 



162 MISC. PUBLICATION 218, U. S. DEPT. OF AGRICULTURE 

itself. A protracted procedure is an invitation to the officials to be 
dilatory as well as a temptation to delay action for political reasons. 
A briefer termination of proceedings would reduce costs, invite closer 
attention on the part of the public, and discourage owners from letting 
their land go delinquent in the first place. 

Granting that the law itself is sometimes faulty, it is nevertheless 
true that official practice in the collection of taxes often departs widely 
from the legal requirements. Very often collection does not begin on 
the date fixed by law nor proceed with dispatch and impartiality. 
Personal property is not levied upon, sales are not held on time, penal- 
ties are not imposed. Even when officials carry out the first steps in 
the enforcement of the law with considerable vigor, they are likely to 
relent before taking the final steps toward foreclosure. Yet, without 
this final action all the preliminary steps are meaningless gestures. 

The reasons, other than political, which frequently explain this 
reluctance to foreclose on real estate are (1) the inability of the State 
or county governments under existing laws to make any profitable use 
of the land; (2) the hope that the land, if left in private ownership, 
may again become taxpaying; and (3) a deep-seated aversion to the 
confiscation of private property. 

More sinister than general inertia and leniency on the part of tax 
officials is deliberate favoritism for personal or political reasons. 
Instances could be cited where tax collectors have withheld the names 
of their friends from the list of those advertised for delinquency. In 
a certain State one sheriff made it a regular practice before making a 
tax settlement to detach the undelivered tax receipts of his friends 
and assume personal liability for their taxes. Another sheriff engaged 
in the same practice for 21 years before it was discovered, at his 
death, that he owed the county $120,000. Favored treatment of 
certain individuals or classes must inevitably shake the faith of the 
taxpayers generally in the collecting agents and invite further 
delinquency. 

TAX DELINQUENCY 

DEFINITIONS 

It is evident from the foregoing description of tax-collection pro- 
cedure that the term ‘“‘tax delinquency ”’ is generally used very loosely 
and that there are many degrees of delinquency which must be dis- 
tinguished in any study of causes and effects. A useful general dis- 
tinction is that between short-term delinquency, which may reflect 
only temporary influences, and long-term delinquency, which may 
result from more fundamental maladjustments. Short-term delin- 
quency may be defined broadly as the degree of delinquency which 
has been attained when taxes have not been paid at the end of the 
legal period of collection and have become subject to certain penal- 
ties. The status of long-term delinquency may be said to have been 
attained when the taxes for several years remain unpaid and fore- 
closure is imminent. Each of these broad classifications may be 
subdivided according to period of delinquency and according to the 
steps which have been taken in the process of foreclosure or redemp- 
tion. The legal terminology and administrative practices differ so 
widens the States that no general definitions can be universally 
applied. 
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TREND IN TAX DELINQUENCY 

EFFECT OF THE DEPRESSION 

An increased amount of tax delinquency is to be expected in a 
period of depression, and there is abundant evidence that recent years 
have witnessed such an increase. The pronounced increase in delin- 
quency in forest and agricultural regions began about 1921 or 1922 
and thus followed closely the collapse in land values. Urban delin- 
quency in serious proportions has now accompanied the depression in 
business and industry which began in 1929. A study of 145 cities of 
over 50,000 population shows an average rate of delinquency, meas- 
ured by the portion of the current tax levy uncollected at the end of 
the fiscal year, of 12.9 p&rcent in 1930, increasing to 26.3 percent in 
1933 (62). Naturally these averages do not give an adequate idea 
of the situation in the cities which had to contend with extremes of 
tax delinquency. In some cases delinquent taxes at the end of the 
fiscal year ran as high as 30 and 40 percent. These cities have been 
affected by especially adverse economic situations, such as inactivity 
of the single dominant industry, failure of local banks, and collapse of 
a real estate boom. 

Delinquency which appears during a depression is less related to 
other factors and less symptomatic of more fundamental maladjust- 
ments than that which appears in more normal times. The studies 
of delinquency which are included in this report for the most part 
cover a period which ended before the beginning of the general de- 
pression in 1929. They are probably the more significant from 
the viewpoint of indicating inappropriate taxation or uneconomic 
land use. 

MICHIGAN 

Probably in few other States are there delinquency records covering 
so long a period as in Michigan. The records in the office of the 
auditor general show the trend in delinquency for the last 30 years, 
in terms of area and assessed value. The figures show a large amount 
of delinquency at the beginning of the century, a rather steady de- 
crease for the next 10 years, a fluctuating but slowly increasing amount 
for the next 10 years, and a sharp and steady increase since 1920, the 
amount by both measures having risen above the 1900 level by 1925. 
The following are the respective portions of the unplatted area and of 
total assessed value of all real estate returned delinquent in selected 
years (73, Repts. 1900, 1905, 1910, 1915, 1920, 1925, 1928) (74, Repts. 
1907-8, 1911-12, 1921-22, 1925-26, 1927-28): 

r Unplatted | Assessed Unplatted | Assessed 
Year area value Year reas value 

Percent Percent Percent Percent 
OOO Rss Saks he 20 QI el 20 ee ine SU ka AE eNO) at 15 
Osi SS eee 15 Git PG 25 ee See OP a eee oi 21 12 
ON Obtain ooo #4 Make Ln 12 AU LO QR pal Cyc gue we rend Few DRE ee 25 18 
OG ee et Rl ee Be 14 5 

Stated in absolute figures, the area delinquent in 1900 was 6,995,973 
acres and in 1928, 8,756,732 acres. The assessed value of all delin- 
quent real estate was $75,185,014 in1900 and $1,146,573,162 in 1928, 
a fourteenfold increase. 
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The preceding figures refer to short-term delinquency and depict 
the situation 50 days after the first penalty of 3 percent was added to 
the original tax bill. As the period of delinquency increases the 
amount of delinquency is very much reduced. Thus, while 670,724 
descriptions were returned delinquent in 1924, only about one-fourth 
of them (170,634) were advertised for sale 2 years and 4 months later.” 
Even so, there has been a pronounced increase in long-term delinquency 
since 1917. In that year the taxes, including interest and penalties, 
on descriptions advertised amounted to $889,234, and in 1927 they 
amounted to $4,794,005, an increase of 439 percent. The taxes, 
including interest and penalties, on descriptions sold (or redeemed prior 
to the sale) increased from $641,528 to $3,311,470, an increase of 416 
percent (73, Repts. 1917, 1927). 

MINNESOTA 

The study of tax delinquency in Minnesota was chiefly concerned 
with the 16 counties in the northeastern part of the State and with 
Winona County in the extreme southeastern corner of the State. This 
block of 16 counties constitutes the chief seat of the forest problem in 
Minnesota and is typical of the great cut-over areas of the Lake States. 
Not so many years ago this region was covered with virgin timber. 
Today the original forests are mostly gone, and in their place are a 
few scattered farms, some second-growth forests, and vast areas of 
cut-over lands, including swamps and barren wastes. Winona County, 
an agricultural county with some forest land, was selected as a 
contrast. | 

In order to ascertain the effect of tax delinquency as indicated by 
the net loss in public revenues over a period of years, the difference 
between the levy each year and the actual collections, including back 
taxes, interest, and penalties, was obtained. The deficiency increased 
in the 16 northeastern counties from 0.5 percent in 1919 to 5.5 percent 
in 1927.% If St. Louis County, which contains the city of Duluth as 
well as rich iron deposits, is omitted, the increase was from 3.9 to 
12.3 percent. The increase in a group of three counties—Beltrami, 
Koochiching, and Lake of the Woods—was from 9.9 percent in 1917 to 
24.6 percent in 1927. While generally upward, there was some fluctua- 
tion from year to year. Winona, the agricultural county, showed a 
deficiency varying from 0.1 percent in 1926 to 0.6 percent in 1924, and 
the average for the whole State varied from 1.5 percent in 1925 to 3.2 
percent in 1921. Complete figures were not obtained for the State as 
a whole prior to 1921 nor subsequent to 1925, nor for Winona County 
except for the years 1921 to 1926. 
When back taxes, interest, and penalties are excluded and the 

delinquency is measured by that part of a year’s levy not collected 
within the fiscal period—a true measure of short-term delinquency— 
the ratios are naturally much higher. The trend of delinquency in the 
16 northeastern counties of Minnesota is shown in table 51. The 
portion of the tax levies and special assessments of each year reported 
delinquent in the year when due increased from 6.9 percent in 1921 to 
23.1 percent in 1930. Excluding St. Louis County, the increase was 
from 13.9 percent in 1921 to 29.2 percent in 1930. The State as a 
whole shows a less steep upward trend, and in no year did the per- 
centage of taxes delinquent approach that of the northeastern counties. 

52 Assuming 40 acres to a description. 
53 Computed from records in the county auditors’ offices of the several counties. 
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TaBLE 51.—Percentage of tax levies and special assessments reported delinquent, 
1918-80; selected counties, Minnesota 1 

County 1918 | 1921 | 1924 | 1927) 1930 County 1918 | 1921 | 1924 | 1927} 1930 

Pet. | Pct.| Pct. | Pct.| Pct. Pct. | Pct. | Pct. | Pct. | Pct. 
ACI eters 2 eee Re, Sd WONG 2E NPA GE BOS) |) GGL BI) ILA Ee ee 10.3 {16.8 {21.2 | 22.9 
Beltrami See eae 25.3 |26.5 184.4 /41.7 | 53.1 || Lake of the Woods___-_- (2) (2) 145.8 |56.0 | 68.5 
Carltonexis foe rs 4.8 | 6.9 |12.5 |10.6 | 12.2 || Mille Lacs___--_--__-.__ 4.4} 8.0 |13.9 |11.5 | 18.3 
CORSE CARP 7 Faerie PAO PAG) RSH Co) )) CRE al denbave\sin Sew as Be 6.8 |12. 2 |16.2 |23.1 | 30.8 
Clearwater____-___-_--- PO PANSY NEO) PARES STS UI Shins TU robo cs Ce 3.61] 4.4]3.6] 4.5 
OO Ree RS 26.5 |16.1 |19.4 {24.4 | 38.6 || Total, 16 counties______|____- 6.9 | 9.4 | 9.6 | 23.1 

Crow Wing. 2222222. 3 11.2 |10.6 11.9 11.2 ! 12.9 || Total, 15 counties, ex- 
isto ooeyACl_ sh 13.0 |15.0 |21.6 |27.2 | 39.3 cluding St. Louis______|____- 13.9 |19.6 |22.0 | 29.2 
tascaesaee ns ete man.) 6.0 | 3.5 | 6.2 | 7.8 | 10.0 || State, excluding 16 
Kanabecia2 2.2 ean 4,2 | 9.4 16.3 |11.3 | 19.7 COUPLES Hee ae reenter eun |RegaTE AF Ay | ee 8.5 
Koochiching_._-______-_ aT IBGE ESS) eal | Cl OI) Supe at Qa Hee 9.5 

1 Sources of data: Columns 2-5 computed from records in the county auditors’ offices of the several coun- 
ties. Column 6 from Cunningham and Frank (66, table 3). Original data from the Minnesota State Tax 
Commission. 

2 Part of Beltrami County. 

Current, or short-term, delinquency obviously creates a less serious 
problem than long-term delinquency. In the case of the cut-over 
counties of Minnesota, however, the large volume of current delin- 
quency has proved the prelude to a large volume of long-term or 
absolute delinquency. In 15 northeastern counties, 1,619,028 
acres, or 13.9 percent of the area of taxable unplatted land, had been 
delinquent for 3 years or more at the time of the study.” The date 
of the observation differed in different counties and extended from 
September 15, 1926, to August 15, 1928. In four counties—Aitkin, 
Beltrami, Koochiching, and Lake of the Woods—more than 20 
percent of the area had been delinquent for 3 years or more, the ratio 
in Beltrami County being 26.5 percent. In selected townships in 
four counties—Beltrami, Hubbard, Lake, and St. Louis—the delin- 
quent areas in 1926 ranged from 1.6 to 49.7 percent of the respective 
total areas. There was almost seven times as much long-term 
delinquency as in 1913.% A later study (66, p. 118, table 2) indicates 
that by January 1931, the long-term delinquency in the same 15 
counties as measured by the area delinquent for taxes levied in 1926 
and before had risen to 3,569,520 acres. 

WISCONSIN 

A study of tax delinquency in 17 counties of northern Wisconsin, 
made by the Wisconsin Agricultural Experiment Station (70), dis- 
closed a rapid increase in delinquency in the region studied, the 
problem having developed almost entirely since 1920. The investi- 
gation revealed that tax certificates on 1,082,232 acres were sold at 
the tax sale in 1921 and that at subsequent s sales the delinquent area 
had increased steadily, until in 1927 certificates were sold against 
2,593,163 acres, or nearly a quarter of the entire land area of these 
17 counties. Only 73 percent of the land against which liens were 
sold in 1921 and only 57 percent of that against which liens were sold 
in the 4 years, 1921-24, inclusive, had been redeemed at the time of 
the investigation in 1927. This indicates that the delinquency which 
prevails in these counties is of the long-term character. Indeed 

§4 St. Louis County, containing the city of Duluth, being excluded in this case. 
55 Compiled and computed from records in the county auditors’ offices of the several counties. 
56 Computed from town assessment rolls, 1926. 
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there were 1,266,330 acres already subject to forfeiture at the time 
of the study. 
A more intensive study of tax delinquency in selected areas was 

made in cooperation with the above-mentioned agency. In Lincoln 
County the area represented by tax sales increased from 14,680 acres 
in 1921 to 129,874 acres in 1927. The sales for 1920, 1923, and 1926 
were compared in 9 selected townships outside of Lincoln County, 
and in all except 2 there was a progressive increase in the volume of 
sales. The ratio of area against which certificates were sold to total 
area is given in table 52 for each of the selected towns for each of 
the 3 years. 

TaBLE 52.—Ratio of area sold for taxes to total area, 1920, 1923, and 1926; selected 
towns, Wisconsin } 

Town 1920 1923 1926 Town 1920 | 1923 1926 

| | | Eee 
Percent | Percent| Percent | Percent | | Percent Percent 

Athelstane= sa eee 6.5 38. 7 CBE WEIL HAD JRE 17.9 50. 0 EPR 
Bartelmews: 2 taste eee 1.3 S76 Dil VE OTSC ee at ee 10. 2 20. 2 24.6 
IBAYVIC Wee ae ee 33. 9 33. 8 LSI] alae ee 40.1 28. 5 26. 2 
Henricttast ee .4 =2 4.3 | Three. Takes: e. 22825 Sabet 5.3 16. 4 18.7 
Waondskas: aaa eis eee .6 2.6 3.3 | 

1 Source of data: Computed from assessment-tax rolls in each town. 

The ratios given in table 52 represent relatively short-term delin- 
quency, the tax sale being held in June, 5 months after the first 
penalty is imposed, and the owner having at least 3 years after the 
sale in which to redeem his property (69). 

OREGON AND WASHINGTON 

A study of the trend in tax delinquency over the period 1918 to 
1928 was made in Clatsop and Tillamook Counties, Oreg., and in 
Grays Harbor and Lewis Counties, Wash. As far as possible the 
status of delinquency was obtained as of corresponding dates in 1918, 
1923,and 1928. In the case of the Washington counties, however, the 
dates used in 1928 were several weeks earlier than those used in the 
other years, hence the 1928 figures should be discounted slightly. 
A condensed tabulation of the findings is given in table 53. 

TaBLE 53.—Trend in delinquent area, 1918-28; selected counties, Oregon and 
Washington } 

: Delin- . Delin- 
Delin- ene quent Delin- Beak quent 

State, county, and eae for fone Us State, county, and sue for for 4 or 
date more ke date oF more EHO 

levy than 1 | Comsecu- levy than 1 | Comsec- 
only ise tive only Tee utive 

ova levies Y | levies 

Oregon: Washington: 
Clatsop: Acres Acres Acres Grays Harbor--_--- Acres Acres Acres 

Sept. 1, 1918__- 4, 868 1S e755 3, 816 Dec. 31, 1918__}| 28,170 20, 083 7, 048 
Sept. 1, 1923___| 12, 968 319. 288: 4, 746 Dec. 31, 1923__} 19, 210 40, 006 11, 554 
Sept. 1, 1928_._} 17,412 55, 474 34, 589 Sept. 25, 1928__} 19, 111 33, 869 13, 079 

Tillamook: Lewis: 
Sept. 1, 1918___| 24, 541 10, 303 2, 502 Dec. 31, 1918__ 6, 862 4, 732 327 
Sept. 1, 1923___| 33,.742 29, 343 7, 834 Dec. 31, 1923__| 13, 364 19, 427 3, 680 
Sept. 1, 1928___| 36, 409 69, 412 46, 217 Oct. 5, 1928__._| 22, 195 24, 430 5, 543 

1 Sources of data: From county tax rolls of 1916, 1921, and 1926 in Oregon, and 1917, 1922, and 1927 in 
W ashington—acreage real estate only. 
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It will be observed that in Clatsop, Tillamook, and Lewis Counties 
there was a big increase in both short-term and long-term delinquency 
in the 10-year period. Grays Harbor shows a decrease in current 
delinquency, but an increase in long-term delinquency over 1918 in 
both 1923 and 1928, but less in 1928 than in 1923. When delinquency 
of four or more consecutive levies is considered, Grays Harbor shows 
a steady increase. The smaller increase in tax ‘delinquency i in Grays 
Harbor County is probably due in part to the relatively moderate 
taxes in that county. Another cause of the relatively moderate 
amount of delinquency there may be the fact that much of the land 
is owned by lumber companies, which may be holding land for certain 
strategic reasons in connection with the remaining uncut timber. 

While tax delinquency was not nearly so serious in the Pacific 
Northwest as in the Lake States during the period covered by this 
study (1918-28), it had increased in the later years of that period, 
along with rising taxes and the removal of the virgin timber. A 
more recent study conducted by the Pacific Northwest Forest Experi- 
ment Station (73d Cong., Ist sess., 5S. Doc. 12, pp. 873-875) indicates 
that by 1932 there had been a further marked increase in short-term 
tax delinquency in both Oregon and Washington. 

NORTH CAROLINA 

No figures are available to show the trend in delinquency in North 
Carolina over a long period. However, the State tax commission 
assembled figures in 1928 showing the amount of delinquency in a 
4-year period, 1924 to 1927, inclusive. The average amount of 
tax-sale certificates acquired by the reporting counties and the percent 
which this figure represents of the respective gross levy in those 
counties for each of these 4 years are given below (80, pp. 437, 441, 
445, 449): 

Year Amount Percent Year Amount Percent 

1 24s a Se LVR es Een Mi $13, 264 PaSCOD a 9 622 ge a AU EN $21, 787 5.2 
pi eee aD ad ee eS we 15, 284 2 ADPAN NN (9 77 (et eee a DS AOE RL As 26, 143 5.6 

More counties reported in the later years than in the earlier years. 
If figures for all counties had been obtained each year, the averages 
might have been slightly different, but the trend would doubtless 
have been the same. 

In only 1 of the 3 North Carolina counties in which an intensive 
study was made was it possible to obtain delinquency figures showing 
the trend over a considerable period. That was in Beaufort, an east- 
ern tidewater county. That there is increasing delinquency i in this 
county is evidenced by the increasing amount of taxes represented in 
tax-sale certificates issued to the county since 1922. The amount and 
percent of total county property tax levies for each year up to the 
time of the study are given below: *” 

Year Amount Percent Year Amount | Percent 

O22 eee a ee he ee eS $19, 818 ATO DG ees ee week eg UB $76, 187 14.3 
OSM aa eee See oe en 30, 961 (aR Na AS fie a a ee i a 53, 749 4, 
1G 24k es re ee ae ee he et 48, 578 OES vj| pri ODS xe hie sya vey ee 67, 348 14.4 
O25 ee Sa See a Ce ee 54, 919 AZ Hala REL ODO eens Seas cies eS Ae ak 93, 501 PR 5) 

87 Obtained from county records. 
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This substantial increase in short-term delinquency is not encour- 
aging. The fact that tax-sale certificates have in the past nearly 
always been redeemed is no proof that they will continue to be. Even 
if they are eventually redeemed, the delay and uncertainty is very 
disturbing to the financial operations of a county. 

NEW HAMPSHIRE AND MAINE 

In none of the three New Hampshire towns studied was there an 
appreciable amount of delinquency. That these towns were not excep- 
tional is evidenced by the answers to a questionnaire sent out by the 
State tax commission at the request of the Governor to ascertain the 
status of collections as of September 1, 1931. At that time 162 towns, 
or 72 percent of the total, reported normal or better than normal col- 
lections. And at the end of the fiscal year, January 31, 1932, tax 
collections amounted to nearly 90 percent of the levy and were within 
2 percent of the record for the previous year (78, p. 3). 

It is reported that there is normally very little delinquency in Maine 
and that the few parcels of land that huve been sold and not redeemed 
within a year have been later restored to the original owners by a 
special act of the legislature. The State does not own any land 
obtained through the channel of delinquency, and tax delinquency in 
unorganized territory is almost negligible. 

VIRGINIA 

Reports from numerous sources give incomplete but significant 
figures on delinquency prior to the depression in a few other States. 
Local tax delinquency in Virginia counties increased steadily from 
4.87 percent of the levy in 1923 to 9.95 percent in 1929 (83, pp. 96-97). 

FLORIDA 

Less than 80 percent of the property taxes levied by the State of 
Florida in 1929 was collected without resort to sale. Land sold to the 
State (i. e., hens acquired by the State) amounted to 10.2 percent of 
the levy, errors and insolvencies to 8.8 percent, and discounts to 1.3 
percent. In 9 of the 67 counties the so-called ‘“‘land sales’”’ exceeded 
20 percent of the levy, and in 1 county the amount was 31.5 percent. 
The portion of the levy actually realized in these 9 counties ranged 
from 53.7 to 68.9 percent. This ‘record was very similar to that of the 
previous year; the land (liens) sold to the State for 1928 taxes repre- 
sented 9.4 percent of the levy, and actual collections amounted to 
exactly 80 percent. In only 2 counties, however, did land sales for 
1928 exceed 20 percent of the levy, but in 1 of these (Okeechobee) they 
accounted for 51.1 percent, and errors and insolvencies brought actual 
collections down to 37 percent (68, pp. 476-479). 

ALABAMA 

A reputed absence of delinquency in Alabama was verified in 3 
counties. A Washington County official stated that in that county 
there had been no sale of land for taxes in several years, and in Sumter 
County it was stated that only 5 or 6 parcels had been sold each year 
and that most of these were promptly redeemed. In Clarke County 
there were 64 descriptions advertised in 1930, but in 8 cases the taxes 
were paid before the sale, and 44 of the remainder were sold to private 
purchasers. The State acquired only 12 tax liens, involving taxes and 

ae 
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penalties aggregating $296, and 2 of these had been redeemed 9 months 
later. Alabama as a whole is reported to have very little delinquency, 
or at least very little that advances beyond the point of advertising. 
The explanation is probably to be found in a comparatively low rate 
of taxation and a prospect of mineral wealth underneath the soil. 

OHIO 

The delinquency certified by 35 Ohio counties increased from 
$2,822,103 in 1925 to $7,868,188 in 1929. Incidentally, Cuyahoga 
County (containing Cleveland) accounted for $3,709,772, or almost 
74 percent of the increase in these 35 counties.® 

KANSAS 

The Kansas Tax Code Commission of 1929 presented information 
secured by the Kansas State Agricultural College which indicated that 
in 21 counties the increase in tax delinquency of farm real estate 
between 1917 and 1927 was 329 percent (71, p. 94). 

COLORADO 

A study made in Colorado under the auspices of the Denver 
Chamber of Commerce disclosed that, in 24 counties of the State, 
taxes for 1928 to the extent of $17,724,591 had been charged to the 
county treasurers for collection; $951,420, or 5.4 percent, was delin- 
quent to the extent of being advertised for sale; and $456,856, or 2.6 
percent, was paid thereon before the sale. While in a few counties 
the collection was almost 100 percent, in one county less than 70 
percent had been collected before delinquency (26, p. 324). 

RELATIVE DELINQUENCY OF FOREST AND OTHER REAL ESTATE 

MICHIGAN 

In States where the counties may be readily grouped by the class 
of real estate that is of primary economic importance, an indication 
of relative delinquency in the different real-estate classes may be 
obtained by comparing the situation in groups of counties so classified. 
In Michigan five such groups may be distinguished: Forest, mineral, 
farm, farm-urban, and urban.*® The names indicate the character- 
istic type of real estate in each. Since the forest group is large and 
of particular interest, it may be subdivided by keeping the Upper 
and Lower Peninsulas separate. 

The percentage of area and assessed value returned delinquent 
in each county group in 1928 is given in table 54 (73, 1928; 74, 
1927-28). 

TABLE 54.—Tazx delinquency in Michigan, 1928 

Assessed County group Area | Seana 

Forest: Percent Percent 
MowerrPeninsulasts 22s ee PE Se AT A Be ee Re a 41 
LUO)H 1 Nga © DENS UN] chee ee ie SR a LS Me ME ae et Ae YOANN A ie 38 21 

IS) Gell iit Sores d ee ak oP Rees sen SON] ak UPON eRe ed Ly SARA, ye RN MRT ES NON RMD RARER IDL uA Sy 40 22 
VGA errs PEO ee, Fleer Re mela aaeal SOR Ee ace eh Miu Dla SOE Nl diy gh kl Sal Yl 20 8 
EEA TeTT rset cae Ran le RT LLL, UE OS as UA a er CUR We Moe ik neat, enn OCT? 11 8 
RFE TIE Hay ofS) cL ee Me OO AREY ne OU ae 2 ac URN rk UA UL We tun Roe Be ey Ge 10 12 

TD) UIQ es LAAT At eter yer eyo eam eats MERU UN IG MUN Le aR es EY 14 20 

AV ETAL. (CLLITEYS CALC) sa see eee see ae esa NE ey palin ea aL Go 25 18 

'8 Nitsson, A. E. See pp. 159-160 of reference cited in footnote 50. 
5° For a detailed description of these county groups refer to mimeographed Progress Report 13. See 

footnote 5 on p. 12. 
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It will be noticed that the relative area delinquent in the forest 
counties was two or three times as great as in the other groups. It will 
also be observed that in the forest and mineral counties the percentage 
of area delinquent is about double the percentage of assessed value 
delinquent. This indicates that it is the cheaper land within these 
county groups that goes delinquent. The same is true to a less 
extent in the farm group. In the counties classed as urban and farm- 
urban the percentage of area delinquent is less than the percentage 
of assessed value delinquent. This is because platted property is 
included in the value classification but not in the area classification. 

These relationships are in respect to short-term delinquency. The 
unfavorable showing of the forest counties is even more pronounced 
in the case of long-term delinquency. Most of the land deeded to 
the State since 1910 has been in the forest counties. The number 
of acres of land and the number of platted lots that were deeded to 
the State because of delinquency between 1910 and 1928 in each of 
the county groups are given in table 55. 

TaBLE 55.—Delinquent real estate deeded to the State, 1910-28; county groups, 
Michigan } 

Unplatted 

County group Platted 

Ratio t in lots Area e 
total 

Forest: Acres Percent Number 
LEONA) cum ete) OB OVS] PU fs Weep ae eer Bs Udy PE SRE AS Oe ot aes ay 588, 513 5. 6 52, 737 
Upper Peninswla 222 eS ae ae le ne ee ee 214, 322 3.3 15, 153 

A Noy 2) eee epee Beil oe NOW ENN eng EM Ma ey ie ae BN BAS Se Ee Se | 802, 835 4.7 67, 890 
11592 597 
-l 1, 002 

(2) 22, 269 
ail 5, 253 

FIR Ga as oh es ae Se ee EOS NL Re ee Re 859, 881 253 97, 011 

| 

1 Sources of data: From annual reports of the auditor general of Michigan (73, Repts. 1910, 1915-28 
inclusive) and from U. S. Bureau of the Census, 1925. 

2 Less than 0.05 percent. 

It will be observed that a relatively small amount of the delin- 
quency in the more highly developed counties advances to the point 
where it reverts to the State, but that in the forest counties short- 
term delinquency is but a prelude to reversion. It is interesting to 
note that not only did 802,835 acres in the forest counties revert 
to the State during this period but also 67,890 platted lots. Many of 
these are in decadent lumber towns, and many others represent 
almost worthless properties acquired through lotteries and promotion 
swindles. 

MINNESOTA 

In order to discover to what extent delinquency in Minnesota can 
be attributed to adverse natural conditions, or in other words to 
what extent it is a land problem, the 16 northeastern counties were 
divided into five groups according to the extent of agricultural 
development, group 1 having the least and group 5 the greatest. 
The relative delinquency of the several groups according to several 
different measures was ascertained. 

60 For a detailed description of these county groups refer to the mimeographed Progress Report [3]. See 
footnote 5, on p. 12. 
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St. Louis County, though far from typical, is predominant within 
the 16 northeastern counties, containing about one-fifth of the area, 
one-half of the population, and three-fourths of the assessed value. 
Therefore totals and averages were computed for the 15 counties 
exclusive of St. Louis, as well as for all 16. For comparative purposes, 
corresponding figures were obtained for Winona County, a wood-lot 
county in the southeastern part of the State, and for the State as a 
whole. Delinquency conditions of the several counties and groups 
of counties are shown in table 56. The figures in column 3 show the 
portion of each levy which was not paid on time and thus measure 
short-term delinquency. The figures in column 4 take into consider- 
ation receipts from back taxes, interest, and penalties, and indicate 
the net financial loss. 

TaBLE 56.—Tazx levy, delinquency, and deficiency in collection, 1927;1 selected 
counties and county groups, Minnesota 2 

Delin- Deficiency 
Group and county 1927 levy in total col- 

ORLY lections 

Group 1: 1,000 dollars} Percent Percent 
GOO Kes re ee Ns iat A PA Ss ONE a ea ead 228 24,4 15.9 
DASH SD sc a ra aN A a a SUR AT Lf a ages WM ce 443 21. 2 15.1 

671 22.3 15.4 

Group 2: ae 
DEES GPE fe a A eh a 9 oe BC eA eh a AR ia) 2, 593 7.8 3.8 
Stalvouist sss ies: see eet Lie ob pei eee cia ce See iL ee aha 23, 269 3. 6 2.1 

25, 862 4.0 2.3 

Group 3: | 
BFS eo] Greek ra eter Sa ak ae ES A Ng dd a ee 1, 080 41.7 23. 4 
FKOOCHICMIN Gast ee awe eee eae PU ck koh aka AOR Wl ae awe 980 31.2 21.9 
Wakevorthewwoods esis eee eee ER ET ok DE a ee 338 56. 0 36. 0 

2, 398 39. 4 24.6 

Group 4: 
PGT Eh Ys BS TOE Se a Re ie ge YR Od de Ct I ee tO a) 777 37.3 26. 0 
(OPER OY CTE ES Sesh ie NU ee SNe Se US Mlyare Poe YQ Cre See aE Te 929 10.6 5.9 
(ORES gc ested sy a aN i a ai gl fly Dae el A MeN a aad ede hi a AUS A ata 693 35. 8 19.3 
Gleanwatereee s2at2t eee ae EEO ee ee eee 264 26.8 13. 5 
WO WEIN Oe eee eae so Soa en Re ee ler alee av ater ie aapetiar ae 1, 188 11.2 .9 
EID bands) ee sie ei eee ee NDE es SS ie eR AY BCA Be 355 hs? 10. 1 

4, 206 22.3 11.2 

Group 5: ie 
Kiama ecm eiatee tite LYE Paik 2 ae Dae Ral aa ee 275 11.3 2.0 
JNA IGy 3 Oey ao ae Pee aye Ben mae BL Erne eens ASU 433 11.5 1.6 
DEA BOYS eee es et lc aes AD lt lb oh se atte Ue Sure SL lg: ratio 761 23.1 15.3 

1, 469 17.5 8.8 

PISO GaSe (COMME TOS ya Sa = ek Pk he i LA a 34, 606 9.6 5.5 
Total, 15 counties (excluding St. Louis)_....._._.__..-.-______- 11, 337 22.0 12.3 

AWA O Tae Pet a ake a he ta Lee pees ee SL ya niall net epee 1, 252 1.0 ie 3,4 
Statestotal Was ose Aw ke eee Se eM A SA le Bi Se 120, 756 6. 2 1.5 

1 Figures for Winona County and State total are for 1925. 
3 pounce of data: Computed from records in the county auditors’ offices of the several counties. 
3 Surplus. 

For example, the levy in Cook County in 1927 was $228,000, 
and of this amount $56,000, or 24.4 percent, was reported delinquent. 
But during the fiscal period the collections from the current levy 
and prior levies, together with interest and penalties, amounted to 
$192,000, so the ‘deficiency i in revenue was only 15.9 percent, or about 
$36,000. 
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None of the northeastern counties except those with large iron ore 
values, St. Louis and Itasca, had a delinquency ratio in 1927 of less 
than 10 percent; the average, with St. Louis omitted, was 22 percent; 
and in one county, Lake of the Woods, the ratio was 56 percent. 

The group with the greatest amount of delinquency is group 3. 
The three counties in this group, and particularly Lake of the Woods 
and Beltrami, contain a very large amount of open peat bogs. The 
old-growth timber is largely cut in the two counties just mentioned, 
but a quantity remains in the third, Koochiching. Much land in all 
three counties which is burdened with heavy special assessments for 
drainage has not been followed by agricultural use. The counties 
are liable for these special assessments in case of default on the part of 
the landowners. 

Groups 1 and 4 have the next highest delinquency ratios. Cook and 
Lake Counties contain a large area of land which is nonagricultural 
because of the presence of granitic rock ledges. Although there is 
considerable iron ore, there is practically no mining development as 
yet. These counties are only partly cut over and still contain con- 
siderable old-growth timber. 

The counties in group 4 constitute a typical cut-over area in which 
extensive efforts to develop agriculture have been accompanied by 
widespread speculation in land, The quality of the land is very un- 
even, because of stones, morainic topography, or sands and gravels. 
The counties in group 5 comprise the oldest portion of the cut-over 

area from the standpoint of agricultural development. Approxi- 
mately 50 percent of the land area is in farms. There is much good 
but rather stony land in all three counties, with considerable sand and 
peat in Pine County. Practically no taxable timber remains, nor is 
there any appreciable amount of land left in public ownership. There 
is slightly less delinquency in this group of counties than in groups 1, 
3, end 4, but the increase has been even more pronounced than in 
some of the other groups. 
When delinquency is expressed in terms of deficiency in collections, 

shown in column 4, the relative positions of the groups are not altered. 
The deficiencies are smaller in every instance, though not always 
smaller in the same proportion. Thus, while most of the counties 
show a revenue deficiency equal to about three-fifths of their current 
delinquency, Crow Wing County shows a delinquency of 11.2 percent 
but a revenue deficiency of only 0.9 percent. Since the collection of 
back taxes is likely to be spasmodic, total collections can conceivably 
be in excess of the current levy. In fact, that was the case in Kanabec 
County in both 1925 and 1926. In those years the deficiencies for 
Crow Wing were 5.9 percent and 8.2 percent respectively,” showing 
that the small deficiency in 1927 was abnormal. 

Whichever measure is used, the greatest delinquency is found in 
eroup 3, which is intermediate in agricultural development. The 
explanation appears to be that there is the most delinquency of cut- 
over land where there is sufficient scattered settlement to crease 
governmental costs and not sufficient to increase materially the tax 
resources. Group 1, which has the least agricultural development, 
has more delinquency than group 5, which has the greatest agricultural 
development. In general, the delinquency of the cut-over regionf 

61 Computed from records in the county auditors’ offices of the several counties. 
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exceeds that of the State as a whole and also that of Winona, a 
well-developed agricultural county. 

So far the relative delinquency of the different counties and county 
groups in Minnesota has been discussed in terms of uncollected taxes; 
now it will be discussed in terms of land area and for long-term as 
well as short-term delinquency. In table 57 the counties are grouped 
as before, and the following facts are shown for each county and group 
of counties: (1) Area delinquent from 1 to 3 years; (2) the ratio of 
this area to the total taxable unplatted area; (8) area delinquent for 
more than 3 years; (4) the ratio of this area to the total taxable 
unplatted area. 

TABLE 57.—Area and ratio to total taxable area of short-term and long-term delin- 
quency, unplatted real estate, 1926-28; selected counties and county groups, 
Minnesota ! 

Delinquent more than Delinquent 1 to 3 years 3 years 

Group and county 
Ratio to Ratio to 

Area total tax- Area total tax- 
able area uble area 

Group 1: Acres Percent Acres Percent 
COOK ae FIRE SSPE AEE ERAS gs) 23, 835. 4.8 50, 243 10.0 
ATIF ce ese as scent OCC NS ee PAE NUE Laie SUN 149, 315 17.5 79, 454 9.3 

173, 150 12.8 129, 697 9.5 

Group 2: 
VI eGy eh SS eRe I En ope A RL SUB IG a le 276, 990 20. 0 1238, 023 8.9 
FSA O7(OY Hy aa ee oI AN IP ee 251, 165 7.7 162, 792 5.0 

528, 155 11.4 285, 815 6.1 
a a ee | 

Group 3: 
TB YEN eyes se yet a ea SA SEO cn AR GS ey 325, 953 26. 4 326, 355 26. 5 
IKEO OCMC TTT a ese ay Se eo a a ge Ma ae 238, 073 23.5 209, 505 20. 6 
Makevotithey Wid Sis a2 ye aes ee mE AN 218, 219 31.1 178, 509 25. 5 

782, 245 26. 6 714, 369 24. 2 
SSS | ee ee eee ——<—<—<—$ 

Group 4: 
BACT thr at eee RUB eal eae Md La Psa Si A aa 124, 520 11.0 261, 675 23. 0 
COPE W AR alld ATV ATE Fe a ats ac rere es Bee 1 OU 58, 499 11.3 57, 854 11.2 
(SPS Ste 7 SE Da eae UN DNS Ue ae Pei gs, AU es 156, 675 15.0 138, 295 13. 2 
CONCERT AE MICS ak De a IRN PS CT a Pak 68, 592 14. 4 63, 890 13.5 
(OPENS NY OYE ee A eS bes SOE ae pe a De BUN ON le 76, 389 12.1 47, 320 7.5 
TECH Dy ape yea NA SENS STEED a a pe ace Ee ANE ea 144, 927 25. 4 33, 320 5.8 

629, 602 14.4 602, 354 13.8 

Group 5: ; 
TERS GE) OVS) ate ere Tag Nae EU Gas ety Nw a ene SL INNA 15, 468 4.6 4,110 flee 
ONTO BU aS ee oe en DE 2 SN Mc 34, 417 9.6 15, 164 4,2 
LEAT) sean ae A EU RRP a ee i yeep A Ye 182, 974 20. 4 30, 311 3.4 

232, 859 14.6 49, 585 3.1 

Total wilGicountbies 420 ses Sos ee ee 2, 346, 011 bee 15.7 | 1,781,820 12.0 
Total, 15 counties (excl. St. Louis)_...--________- 2, 094, 846 18.0 | 1,619, 028 13.9 

1 Source of data: Computed from records in the county auditors’ offices of the several counties. 

Here again it will be noticed that it is the counties in group 3 that 
have the highest delinquency ratios. These counties have some 
agricultural development but nevertheless have large areas of open 
peat bog and inferior cut-over land. Likewise the counties in group 
4 have a large amount of cut-over land. The fact that there was more 
deliquency in groups 3 and 4 than in groups 1 and 2 strengthens the 
conclusion that agricultural development on land that is not adapted 
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to agriculture is more responsible for delinquency than the poor 
quality of the land itself. Apparently the wild land can bear a certain 
amount of taxes without any serious amount of delinquency but 
cannot bear the heavy taxes that accompany a scattered agricultural 
development. 

The extent of delinquency in this area, and particularly in certain 
counties of the area, is impressive. In 1926, when the figures were 
assembled, there were nearly 2 million acres in this block of 16 coun- 
ties that had been delinquent more than 3 years and over 2 million 
acres more that had been delinquent for a shorter period. More 
than one-fourth of the taxable area of Beltrami and Lake of the Woods 
Counties had been delinquent more than 3 years; in 2 other counties 
over 20 percent was in this condition; and in 4 other counties from 10 
to 20 percent. Of the total area of taxable land in the 15 counties, 
31.9 percent was in some stage of delinquency, and 13.9 percent was 
nearly ready for deeding to the State. 

While it was not possible to secure figures for the State correspond- 
ing to those given in the last table, it is known that these high delin- 
quency ratios do not obtain throughout the State but are limited main- 
ly to the cut-over region. Within this region there are wide variations, 
the counties with the highest delinquency appearing to be those in 
which a shrinking tax base is compelled to carry a relatively heavy 
tax burden because of an arrested agricultural development. 
A study was made of the relative long-term delinquency of different 

classes of property in selected towns of the forest regions of Minne- 
sota. The results are shown in tables 58 and 59. 

TABLE 58.—Portion of total area with long-term delinquency,! by property classes, 
1926; selected counties and townships, Minnesota ? 

Mineral and County and township Farm ? Cut-over Resort amihee 

Beltrami: Percent Percent Percent Percent 
CRIGS toss RN ee AOE eI 2.8 14.7 (43) Scere ee 
MTOR: See ek Be es ie et ES Re See ee 1.6 6.9 AYU Ul eet ns PS 
Pao ali: br ee OE ee ee 9.1 13.3 x Ol Rose 
ee SG VINE eRe eo Le WW ea ee Enea eee Sener 5OL5" | Sees eee (4) 

Hubbard: 
COE eR ID a eet as Ek Ue ee ae x0 1.9 y Nr fil Oe Neneh ee 
Crow Wine Wake 3525 sea ee ee 3.9 1.3 .0 (4) 
VEEN Caygl DY #00 00; Peabren eaememe eere sk piyenverepaneleg v-zv Rios eter Cipbel BE? OE ated 2.6 (4) 
Schooleraftee 2568. 220 Fee ee eee ee 8.5 8.4 5.4 5.9 

Lake: 
PRAVOSEN REECE Sa Wes oe otek eae ees Re ee a 3.9 14.0 (4) 0 
ERRSSTN Seles GOW eee = sae. SE ee Ceara (4) 23.8): ee ee 
3d DTS 38 ed on) I, eed ee eerie ae ee oS eis See Ne ee Boe eee 4.2 1253 
POSSESS LOS Wits ee 2 EE Se ee 256) DT, 4) | en | 2 a 

St. Louis | 
PEG ASIN cet ese NV oot eT Ls Oe pe | LOR a | Neg Rp 15.1 13.8 
NIT ALT ASS ee re et re eee 1:0 10/43/52 (4) 
TOLV Ola saree OE LO ee Sa a oe 4.3 2. 1) Bee eee See 
My hfand boING Re 4eWe_. 8 Oe (4) 2.5 (4) 0 
FG PANG GS rN eet 20 NV eee ee ea es ral | CR ere .07)-23. se 10.8 

1 By long-term delinquency is meant delinquency for 3 years and 7 months or more. 
3 Source of data: Computed from town assessment rolls, 1926, classified by field examination. 
3 Includes abandoned farms, which are important in Eckles and Crow Wing Lake. 
4 Less than 500 acres. 
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TABLE 59.—Porvion of total area with long-term delinquency,! by land classes, 
1926; selected counties and townships, Minnesota ? 

Level to Level to 
moderate- ROUEN OE moderate- ough e F 

County and township ly sloping 1 Dp County and township ly sloping 1 a Pp 
loamy and, or loamy and, or 

upland Swear upland Swart 

Beltrami: Percent | Percent Lake: Percent | Percent 
I CkileSee rete Foes a ; 9.9 TT 59'NG RS 80Wiss oe secs .6 2.1 
en aes) AE Da el oe i te we 1.3 8.0 TP S8.Nie Re OO Wie et PAO 16. 1 
JS IYEN Temi ne ot ea eee 4.1 8.6 DGS INE eR soles ey eee (3) 8.5 
Ah 156 Wheg 185 Bb Vv ooeecse (3) 49.5 T. 54 N., R. 10 W_______-- I 2 1.1 

Hubbard: St. Louis: 
Clay ee ee et et 2.8 .8 We 62) NE; Re 4 Wie ee 13.0 13.6 
Crow Wing Lake____-___- .0 2.3 Embarrass Bee ee aa 5.9 5.9 
Wake) Hmmais 222-2 3.9 .9 Moivolaes3 42. Soe ee 3.8 1.3 
Schooleraft__...--__.____ 16. 4 6.1 T. 54and 55 N., R. 14 W_- 1.6 2.4 

1 By long-term delinquency is meant deliquency for 3 years and 7 months or more. 
2 Source of data: From town assessment rolls, classified by field examination. 
3 Less than 590 acres. 

These studies seem to indicate that while cut-over land tends to be 
somewhat more delinquent than farm land in the towns selected, the 
character of the cut-over land delinquent is quite as likely to be level 
or moderately sloping loamy upland 2s to be rough or sandy upland, 
or swamp. That is, if economic conditions are unfavorable and a 
diminishing tax base requires a higher and higher tax rate, all classes 
of cut-over property tend to be forced into delinquency. 

WISCONSIN 

The relation of long-term delinquency to land ownership and 
utilization is shown in table 60 for Lincoln County, outside of cities 
and villages, and for certain representative towns in the other forest 
counties of northern Wisconsin. 

TABLE 60.—Portion of total area with long-term delinquency, by property classes, 
1926-27; selected towns and Lincoin County, Wisconsin 2 

Town or group of towns Farm? | Forest | Allother| Total Abandoned 

Town: Percent | Percent | Percent | Percent Percent 
AC NEISLAN Ce See ee ee ee ee ee SA ee 6.3 39. 5 13.8 32. 8 20. 5 
Bartelme ts. 2.2 eae ee ee ee 2 Le ee 1.9 AQH eee ee tee .4 (4) 
BAY ViGW eee ab 22 See ee ay Re 8.4 25. 4 (4) 19. 8 39. 6 
DEV Oy Oe ee a ae eee eee 2.5 1.3 .0 1.4 (4) 
DIE tIO MRI Cem eee ae ee ee ee eee 6.1 39. 5 15.1 36. 5 7.3 
IVIOESe|Mormuaneral) ea ee en ee 3.9 7. 5 64.9 10. 1 14.0 
Dae OB gai ioe A ee See ee 9. 5 22.3 52.9 19.8 0 
Three, iakesn es ce tee ees ee BE 6.8 7.4 (5) 6.3 23. 2 

Lincoln County: 
Group ieysts hee SS Sa ea ee 1.2 5.3 .0 4.5 22 
Group 28 ee 2 oe ee oe ee 3.8 11.8 9.9 9.6 7.8 
CEE OUD ee ea eae a AO mee Ne A) 2.2 1.0 (4) 1.0 .0 
Group 4-2 22260 tee ri Be ed ee 2.6 11.5 7.8 7.4 6.7 
GROUDNO eer ae on ee Se eae (0) 3.8 .0 2.0 2,8 
GroupsiGiand asso ee a ee 1.2 1.6 .0 1.4 8.8 

ZERO tell eee ee ee Neo eee 1.7 5.6 3.8 4,2 fi, & 

1 Long-term delinquency for the towns; 1923 tax certificates still outstanding in 1927; for Lincoln County, 
1922 tax certificates still outstanding in 1926. 

2 Sources of data: Computed from tax rolls and tax certificate and tax deed sale books of the selected towns 
and Lincoln County, classified by field examination. : 

3 Does not include abandoned farms. These are distributed among the other classes and are particularly 
important in Athelstane and Little Rice. 

4 Less than 500 acres. 
5 Less than 0.05 percent. 
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The land class designated as “‘farm”’ in this table includes all oper- 
ated farm real estate, except such as is assessed to real-estate opera- 
tors, timber operators, or power companies. It takes in not only the 
cleared farm land and the adjacent unimproved land on the same 
description, but also adjacent unimproved land descriptions belonging 
to the same owner when they are an integral part of the farm. The 
class also takes in potential resort real estate which is not yet being 
being used or held for resort purposes. 

The forest category includes (1) all real estate assessed to lumber, 
pulp, or other wood-using industries; (2) timbered tracts owned by 
individual loggers; (8) all real estate assessed to land companies or to 
individuals who operate a land-selling office, no matter what the nature 
of the land; and (4) land of low value, chiefly cut over, which is held 
by speculators, nonresidents, and other inactive owners whose purpose 
of ownership is not evident. This category thus includes potential 
as well as actual forest land. 

The third category, designated ‘‘all other’’, includes real estate 
held chiefly for resort or residential purposes, that held by other 
industries than wood-using industries, and all real estate assessed to 
power companies, no matter what the nature of the land, much of it 
being held only for purposes of overflow. 

The abandoned-farm category is not mutually exclusive, but refers 
to those tracts in all categories on which the cleared land and usually 
the farmstead have been abandoned. 

It will be observed that, except in those towns where there is very 
little delinquency in any category, there is much more in the forest 
class than in the farm class. In Athelstane and Little Rice, which 
have large areas with sandy or swampy soils, nearly 40 percent of the 
land in the forest category had been delinquent for 4 years. This is 
to be compared with 6 percent in the farm class. Similarly in Lincoln 
County, the forest-land class showed 3 or 4 times as much long-term 
delinquency as the farm class in most of the groups of townships. 

In two of the selected townships—Morse and Murry—there was 
relatively more delinquency in the “‘all other” category than in either 
the farm or forest class, the ratios of delinquent to total area in this 
category being 64.9 and 52.9 percent respectively. The explanation 
for these high ratios seems to be that resort and power developments 
have not met with success in these townships as they have, for 
instance, in Laona and Three Lakes. The amount of delinquency 
on the part of abandoned farms varied from practically none in 
Bartelme to 39.6 percent in Bayview. 
All in all, long-term delinquency in the selected Wisconsin towns 

quite accurately mirrors economic conditions. The ratios are high 
in the towns where economic possibilities are limited and low in the 
towns with greater and more varied resources. 
A bulletin of the Wisconsin Agricultural Experiment Station (70, p 

22) sheds additional light on the character of the delinquent ade 
in the northern part of the State. In respect to one of the towns 
studied, it states: 

One of these towns has a total area of 41,644 acres. In 1920 only 7,400 acres 
of this was sold for taxes ® but in 1926 nearly 22,000 acres, or more than half the 
total area, was sold. The bulk of this tax-delinquent area belonged to land 
companies and speculators, being divided about equally between these two classes 

62 The authors, in referring to land being sold for taxes, mean that only the tax liens were sold, the owner 
still having an opportunity to redeem from the lien holder. 
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of owners. Wood-using industries constituted the next most important class of 
owners who allowed tax payments to lapse. 

Nearly a third of the delinquent land of this town is swamp land that is partly 
covered with a growth of small swamp timber. The remaining two-thirds is 
predominantly land of good topography, with soil that is quite sandy and covered 
with small nonmerchantable aspen (poplar) and jack pine. ‘There are many 
variations in forest cover and soil types of land being dropped for taxes through- 
out the north but the situation in the town here alluded to is, in many respects, 
quite typical. While it is generally true that the tax-delinquent lands are the 
poorer lands, a large amount of delinquent land is just as good or better than 
much land that is not delinquent. 

In respect to delinquency in Lincoln County, a later Wisconsin 
bulletin reports (69, p. 10): 

Abandoned farms, large areas of idle or unused land, and the absence of resort 
possibilities or development are all found to be closely associated with tax delin- 
quency. Light sandy soil, stony land, rough land, and swamp land are other 
conditions generally, but not always, found associated with tax delinquency. 
Operated farm land and land with merchantable timber are seldom delinquent. 

* *« * Thus there is a very direct relationship between land use and tax 
delinquency. 

OREGON AND WASHINGTON 

There are three classes of unplatted real estate given on the Oregon 
and Washington assessment rolls. The first is called ‘“tillable”’ in 
Oregon official reports and “improved” in Washington. With the 
exceptions of Baker and Grant Counties, Oreg., these terms cover the 
land called crop land or plowable pasture by the United States Census 
of Agriculture. In the case of Baker and Grant Counties, however, 
the area of “‘tillable” land reported by the assessors is much less than 
the figure given by the census. That is, in these and other grazing 
counties the term used by the census is more inclusive. 

In both Oregon and Washington there is a class of land called 
‘‘timber’’, meaning land containing merchantable timber. All other 
rural real estate is termed nontillable in Oregon and unimproved in 
Washington. In eastern Oregon the nontillable class is largely arid 
land, while in western Oregon and Washington the nontillable and 
unimproved classes are largely cut-over forest. 

The relative delinquency in 1928 of tillable, nontillable, and timber- 
land for certain counties which classified the land on the assessment 
roll is given in table 61. 

TaBLE 61.—Portion of area delinquent, by character of land, 1928: selected counties, 
Oregon and Washington ! 

Tillable or improved area| Nontillable or unim- Timberland area 
delinquent proved area delinquent delinquent 

State and county if 
Ono yaar |BOUESE ROP] One gear |EOUTOTTOS| Ong year | Hour oF more or more years or more years or More years 

Oregon: Percent Percent Percent Percent Percent Percent 
DC eee ae 1.3 sil 2.0 (2) (2) 
Clatsopaea= ees be 3 10.0 5.8 21.0 10.3 9. 3.9 
I Seater ed 5.8 3.0 24. 6 3.7 (2) (2) 

Grantee ene 8.7 11 8.2 1.4 35 0.7 
ALAM OOK 6. 4 2.1 18.9 8.9 17.6 7.3 

Washington: 
Grays Harbor--------- 8.8 “Uf 9.0 2.3 1.8 4 

GWiIS ee ete ts e 6. 2 .3 6.7 8 1.0 .3 

1 Source of data: Computed from the county tax rolls of 1926 and 1927; the Oregon State Tax Commission 
(81, aw Rept. 9); and the Minutes and Official Proceedings of the Washington State Board of Equali- 
vation (84). 

2 Combined with nontillable. 

101285 °—_35——_12 
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In Clatsop County, Oreg., there was in 1928 more than twice as 
much delinquency, and in Tillamook County nearly three times as 
much delinquency, in the case of nontillable land as in the case of 
tillable land. In none of the other counties was there any great 
amount of long-term delinquency. However, long-term delinquency 
was consistently greater in the nontillable or unimproved class than 
in the tillable or timber classes. Except in Tillamook and Clatsop 
Counties, there was no great amount of delinquency in the case of 
timberland. The timberland class in these two counties accounted 
for a substantial share of the delinquent area also in 1932 (73d Cong., 
ist sess., S. Doc. 12, p. 874). 

NORTH CAROLINA 

Tax delinquency in North Carolina has, up to the present time, 
been generally confined to short-term delinquency not peculiar to any 
one type of land. There is, however, one region where delinquency is 
unusually high and where there is some disposition to forfeit the land. 
It is significant that this region is characterized by forest lands, with 
a minimum of other resources. It comprises 10 counties in the 
southeastern part of the State (southeast tidewater). This area 
was originally covered with magnificent longleaf pine. There is still 
some merchantable timber in the area, and there is natural repro- 
duction. It cannot be considered a denuded area in the worst sense. 
It is, however, the region where the greatest damage has been done 
by fire and also where the closest cutting has been done. It is the 
region with the least industrial development, the poorest agricultural 
development, the sparsest population, and the highest tax rates. It 
is, therefore, not surprising that it should have the highest delinquency 
ratios. 

The portion of the tax levy advertised for the delinquent tax sale 
in 1927 and the portion sold, by regions, are given in table 62 (80, 
Rept. 1928, pp. 446-448, 467-470): 

TABLE 62.—Portions of tax levy advertised and sold, by regions, North Carolina, 

Region Advertised Sold Region Advertised Sold 

Percent Percent || ; Percent Percent 
Northeast tidewater___---_- 4.6 LoS eiedmont=-.e eae 5.9 ay 
Southeast tidewater____--_- 19.1 1333) ||(eMountains2-e. =e seeeens 14.7 8.7 
Coastabe laine 9.4 6.0 | 

In each of the three North Carolina counties in which an intensive 
study was made, the delinquency was analyzed by property classes. 
The results are summarized in table 63, in which three degrees of 
delinquency are shown: (1) Delinquent for 1927 taxes at the time of 
the observation (April or May 1930); (2) delinquent for 1928 at the 
same time; and (3) delinquent for both 1927 and 1928 at the same time. 
The figure given in each instance is the ratio of delinquent area to total 
area of each property class. As the reading was taken as of May 1, 
1930 (in Macon County, Apr. 1), the 1928 tax would have been about 
1 year delinquent and the 1927 tax about 2 years delinquent. Both 
could still be considered short-term delinquency. 
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TABLE 63.—Portion of area of each property class delinquent in 1930 for taxes of 
1927 or 1928 or both years; selected counties, North Carolina } 

| Beaufort County Chatham County Macon County 

Property class Cae ee a 
ot ot ot 

1927 1928 years 1927 1928 years 1927 1928 years 

Forest: Percent Percent \Percent Percent | Percent |Percent |Percent |Percent |Percent 
Corporation__-_-_-__----- 7.0 22 6.7 3.1 9.4 Soll 0.0 1.8 0.0 
Resident individual__-___ 10. 8 13. 2 9.5 1.6 8.6 1.2 12.8 39.9 11.9 
Nonresident individual-_- 4.8 4.4 4.2 2,3} 11.3 PA 22. 5 28.5 20. 0 
Ota ees See ee 8.1 16. 6 7.4 2.0 10. 0 il, 2 14.9 al 3 13.6 

IRFansition ales ease ee 5. 1 8.9 4.8 2.3 4.7 2.3 74, 20. 2 201 
aR ee ee et 4.8 10. 8 3} 3) 1.3 4.3 57 5.0 23.9 4.5 
Residentialae=s]-s2 ss. ee ee 14.1 25. 4 10. 7 3.8 10.9 1.4 12.3 37.0 11.6 
BUSTING SGU ren rn ia 58 Bi 6.3 131, 7 6.3 .0 .0 .0 9.2 17.4 9.2 
Unclassified. _____..-_-_____- 6.6 18. 4 4.8 2.4 9.0 1.8 19.8 31.8 12.1 
Total for county________-____ 6.3 13.9 5.1 1.5 5.3 .9 8.2 25. 2 7. 4 

1 Sources of data: Computed from county tax scrolls of 1928, and county tax receipt books, 1927-30. Classi- 
fication by property classes made with the aid of county officials and others. 

In these three North Carolina counties the forest and residential 
classes of land display a slightly greater propensity toward delinquency 
than the other classes of land. It should be explained that all tracts 
under 10 acres that could not be classified as farm or business proper- 
ties were included in the residential class. This class thus contains 
some forest tracts of less than 10 acres. The forest tracts proper were 
divided into three classes according to ownership—those owned by 
corporations, those owned by resident individuals, and those owned 
by nonresident individuals—but one class appears to be no more 
subject to delinquency than another. The forests as a whole, how- 
ever, show more delinquency than farms in all three counties and 
more delinquency than transitional properties in Beaufort and Macon 
Counties. Transitional properties are those which have some cleared 
land but are mainly forest. ‘They are likely to be in a state of tran- 
sition from forest to farm or from farm to forest. The unclassified 
group shows a relatively high ratio of delinquency. It probably con- 
tains many forest tracts, for the owners were mostly nonresident and 
the property unoccupied. Allin all, the North Carolina study shows 
a slightly greater tendency toward delinquency in the case of forest 
land than in the case of other classes of land, but it should be noted 
that the figures relate only to short-term delinquency. 

REVERSION OF DELINQUENT LANDS 

DELINQUENT-LAND POLICIES 

Except in a few States, there has in the past been no large amount of 
land so unattractive to private ownership that no one would pay taxes 
on it, and for that reason the States have not had a definite policy as to 
the handling of forfeited lands. In many States the law itself is 
obscure as to what can bedone. Public sentiment and the courts have 
favored the original owner and have made it difficult for either an 
individual or the Government to acquire a clear title to land forfeited 
because of tax delinquency. Thereis no doubt that many owners have 
escaped the payment of a part of their taxes through the leniency of 
tax collectors or the laxity of the foreclosure proceedings. The in- 
creasing volume of delinquency in recent years and the increasing 
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difficulty of selling tax certificates to private buyers have emphasized 
the need for well-defined delinquent-land policies, including clear-cut 
and rigid procedure as to redemption or foreclosure, and proper dis- 
position of tax-reverted lands. Several States have finally so revised 
their tax laws as to guarantee clear title to tax-reverted lands and 
have also made some provision for administering such lands in the 
public interest. Notable among such States are New York and Mich- 
igan. The discussion of reversion in these two States thus includes 
a fuller historical statement than is attempted for the other States 
mentioned in this section. 

NEW YORK 

Prior to 1885 large areas of forest land in the Adirondack and Cats- 
kill Mountain regions of New York became delinquent for taxes and 
were bid in by the State. In that year a policy was established of 
creating State forest reservations in those regions by purchase, using 
as a nucleus some 600,000 acres of State tax-title lands. The tax 
laws of the State, however, were so worded and so construed by the 
courts that the State found it practically impossible to retain title to 
these lands against any private claimant, no matter how flimsy the 
claim. 

To remedy this situation, a law was passed in 1885 ® by which, in 
forest-preserve counties, absolute title was guaranteed after tax-sale 
conveyances had been on record for 2 years, which would be 4 years 
after the sale of the land. By this law the conveyance, after the 
lapse of a period of 6 months from the passage of the act, was taken 
as conclusive evidence of regularity of all procedure. In 1897 the 
validity of the act was sustained by the United States Supreme Court * 
In 1890 a second law was passed, by which the right of redemption 
expired 5 years from date of sale. The constitutionality of this 
statute has also been sustained. Thus tax-title lands in the forest- 
preserve counties pass directly to the State and absolute title is as- 
sured. In other parts of the State delinquent lands go to the coun- 
ties. 

The Hewitt Reforestation Act of 1929 authorized the purchase and 
reforestation of idle and abandoned land outside the forest-preserve 
counties by the State wherever blocks of 500 acres or more can be 
acquired, and by the State in cooperation with the counties in which 
they lie in the case of smaller abandoned tracts. An initial appropria- 
tion of $100,000 was provided by the act to inaugurate the work, and 
in 1931 the voters of the State approved a bond issue of $19,000,000 
to carry it forward. New York thus offers the owner of submarginal 
land an opportunity to sell it at a nominal price rather than have it 
confiscated through the process of delinquency. 

MICHIGAN 

The removal of timber values from many counties in north-central 
Michigan and the subsequent failure of agricultural colonization on 
land unsuited for farming precipitated a serious delinquency problem 
in that State as early as 1880-90. Unredeemed lands came back to 
the State in great quantities after 1896. A law of 1901 provided that 
these lands might be sold as well as homesteaded, as previously. In 

~ 68 New York Session Laws, 1885. 
64 Turner v. New York, 168 U.S. 90. 
6’ Michigan, Public Acis, 1901, Act 141. 
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order to avoid litigation, it seemed desirable that the State’s title be 
absolute. This led to the passage, in 1903, of a statute of limitations, 
which provided that— 

After the expiration of 6 months from and after the time when any deed made 
toutherstate under! the provisionsiionm. +5 wim. che general tax lay) tas os 
shall have been recorded in the office of the register of deeds for the county in 
which the land so deeded shall be situated, the title of the State in and to the 
same shall be deemed to be absolute and complete. 

In 1930 the State held title to about 1,600,000 acres of tax-reverted 
lands. Twenty-nine percent of the area had been dedicated as State 
forests, parks, and game refuges and public hunting grounds. The 
State pays $0.25 an acre for these lands when they are dedicated. 
One-fourth of this amount goes to the county, one-fourth to the 
township, and one-half to the school district. This payment is 
intended to quiet any tax interest which the local governments may 
have retained in spite of the statute of limitations. Of the remaining 
71 percent of the area, which has not been dedicated, part is being 
held for classification, and the balance is being offered for sale from 
time to time. On the area not dedicated for conservation purposes 
the State pays a tax of $0.10 an acre annually to the local govern- 
mental units. In 1930 the current delinquency records in 21 counties 
showed an area probably subject to deeding to the State equal to over 
37 percent of the State holdings in those counties, and it appeared 
certain that tax-reverted lands would soon amount to over 2 million 
acres (67). 

MINNESOTA 

The 16 northeastern counties of Minnesota contain somewhat over 
19,000,000 acres of land, a large part of which is cut-over forest. In 
1931 there were over 4,000,000 acres delinquent for taxes levied in 
1926 and earlier years (66, p. 118). It may be presumed that little of 
this land has since been redeemed. Under the terms of an act passed 
in 1927 and amended in 1929, land offered at a tax sale, if unredeemed 
within 5 years, was to be deeded to the State. It is estimated that at 
least 4,000,000 acres would now (1933) be subject to this provision 
had not the State Legislature in 1933 extended the redemption period 
from 5 to 7 years in the case of lands sold for taxes of 1926, 1927, and 
earlier years, thus postponing reversion of lands delinquent for taxes 
of 1926 and prior years from 1933 to 1935.8 It appears to be the 
policy of the State to delay taking over the title to tax-delinquent 
land in the hope that some part of this land will be redeemed as soon 
as the economic situation improves. 

Legislation has been enacted, however, through which the State 
may acquire tax-delinquent lands for inclusion in conservation areas.” 
A fund of $50,000 has been appropriated for the acquisition of lands 
delinquent 3 years or more. ‘The owner selling the land must reim- 
burse the local tax districts for back taxes, in whole or in part accord- 
ing to the agreement arrived at. The balance of the proceeds of the 
sale, if any, remain in the owner’s possession. Negotiations are under 
way with the county boards of Aitkin, Mahnomen, Roseau, and 
Beltrami Counties to acquire such lands. The area involved is in the 
neighborhood of a million acres—in Aitkin County alone, 435,000 
acres. Only where the State extinguishes the equity of the local tax 

66 Michigan, Revised Statutes, sec. 4161, act. 84, p. 110. 
67 Minnesota, Laws of 1927, ch. 119, 1929, ch. 415. 
68 Minnesota, Laws of 1933, ch. 414, sec. 2. 
69 Minnesota, Laws of 1931, 1933, ch. 402. 
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districts, either by assuming their bonded indebtedness, or by pur- 
chasing tax-delinquent lands from the owners, does it have absolute 
title and full control over the jands acquired. 

In these same 16 northeastern counties there are 4,000,000 acres of 
land which are tax exempt except for certain contributions in lieu of 
taxes.” As far back as 1926, only 56.7 percent of the unplatted land 
of the 16 counties was taxpaying, and if, by excluding St. Louis, only 
15 counties are considered, the taxpaying area represented only 52.8 
percent. The figures for each of the counties and county groups are 
shown in table 64. A more recent investigation (66, p. 119) shows 
that in January 1931, only about 45 percent of the total area of the 
same 16 counties was taxpaying. 

TaBLE 64.—Porttons of unplatted land which are taxpaying, tax delinquent, and tax 
exempt, 1926; selected counties and county groups, Minnesota ! 

Taxpaying | Tax delinquent; Tax exempt 

+ Total { 
CORES area Ratio Ratio | Ratio 

Area |tototal; Area |tototal| Area? to total 
area area | area 

1,009 | 1,000 1,000 1,000 | 
Group 1 acres | acres | Percent) acres | Percent) acres | Percent 

COOKE Sash A8 EN eS ie eer een eee 923 | 428 | 46.4 74 8.0 | 421 45.6 
Wake ie Soo en ee ee ee eae 1, 358 626 | 46.1 229 16.9 | 503 37.0 

2,281} 1,054| 46.2| 303] 133] 924! 40.5 

Group,2: | | 
Itasca a3 23 tee A) ea eee 15% 982 55.1 400 22. 4 401 22.5 
StVLOUIShs Se <e Seas Boies 3,970 | 2,851 71.8 414 10.4 705 17.8 

5,753 | 3,833 | 66.6| 814| 142] 1,106] 19.2 
Group 3: ie | 

Beltrami Sessa: ee eee 1, 587 580} 36.5; 652} 41.1 355 22.4 
Koochiching= 22 22 12 eee tee ee 1, 986 567 Pay || 448 22.6 971 48.9 
akevofithe WwoodsSsa. 2252 tea ees 829 304 36.7 | 397 47.9 128 15.4 

4,402] 1,451| 33.0| 1,497| 340] 1,454] 33.0 

Group 4: | | 
Ain etre REED fee oh ee aC | 1,215 751 | 61.8 | 386] 31.8 78 | 6.4 
@arlioneertsse sae oe eal 2 ed ee en a ee 570 400 70. 2 | 117 20. 5 53 9.3 
COR Ce SS ee ee Ee eR een aw i WL 1, 350 751 55.6 | 295 21.9 304 22. 5 
Clearwater. — 125255 * 03) 5) ses det ee | 630 342 54.3} 132 20. 9 156 24.8 
CroweWiing: Sio2 22 0 See ee eet ae Ee | 635 507 (9° Sei ts 19. 4 5 8 
et bands= es ta Pas es eh ee eee | 586 393 67.1 | 179 30.5 14 2.4 

| 4,986 | 3,144] 63.1] 1,232 | 24.7| 610 | 12.2 

Group 5: [Faget ae cena Gaee eoees ae b 
Kanabec._--------_-_-_-----------:------- 337 317 | 94.1 | 20 5.9 0 0 
IMilletiaest cet Soule eee eee 361 311 86.1 | 49 13.6 1 3 
UT Gree eee even ue Ce Wee ee eas 901 683 75.8 213 23. 6 5 6 

1, 599 1, 311 82.0 282 | 17.6 6 .4 

Matals16icqun ties wes ee ae | 19,021 | 10,793 | 56.7| 4,198| 21.7| 4100| 21.6 
Total, 15 counties, excluding St. Louis__| 15,051 | 7, 942 52.8 | 3,714 24-7 |. 3,395 22.5 

1 Sources of data: Computed from records in the county auditors’ offices of the several counties; the 
report of the State auditor to the Legislature, 1925 (75); unpublished map of the State Department of Con- 
servation, biennial report of the State auditor, 1925-26 (76); pamphlet of the State auditor, August 1927 
(77); correspondence with the State auditor; records of the Forest Service; records of the Indian Service at 
reservation offices at Cass Lake and Red Lake; and records of the U. S. Land Office at Cass Lake. 

2 Approximately one-quarter of the tax-exempt land shown in column 7 is included in national forests. 
In lieu of taxes, 25 percent of the gross receipts from the national forests are apportioned among the counties 
in which the forests are situated, for the benefit of public schools and roads. An additional 10 percent of 
the gross receipts are expended on roads and trails within the counties. For a number of years the general 
poder BppropLialion for highways has included liberal amounts for forest highways and forest-road 
evelopments. 

7 These contributions in lieu of taxes are described in the footnote under table 64. 
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WISCONSIN 

In Wisconsin lands that have been delinquent for 3 years are 
deedable to the county. Counties do not have to foreclose immedi- 
ately after the expiration of 3 years, however, the law permitting a 
deed to be taken any time within 15 years from the date of the tax- 
sale certificate. The State tax commission reports that in many 
northern counties there have been few tax certificates sold to private 
buyers for a number of years and that at the 1931 sales the county 
took all the certificates in 14 counties. It reports that the counties 
differ in their practice in respect to taking tax deeds. Some counties 
have adopted the policy of acquiring a deed as soon as the redemption 
period of 3 years has elapsed. Others attempt to sell the certificates 
even at less than face value. Others seem to have no definite policy. 
The tendency appears to be in the direction of taking title to all lands 
which are deedable. Counties are encouraged to list suitable tax- 
reverted lands under the forest-crop law, and 853,000 acres of county 
lands had been so listed up to September 1, 1933.” 

Wisconsin is seeking to stop the cycle of uneconomic development 
and subsequent reversion and to reduce governmental costs by appli- 
cation of a law which permits a county to zone its territory and to pro- 
hibit settlement in areas which have proved ill adapted to agriculture. 
The first county to take advantage of this zoning ordinance was 
Oneida, where a forest and recreation district with a gross area of 
approximately 300,000 acres was established. In this restricted 
district, land settlement involving year-long residence is forbidden. 
Existing cases of nonconforming uses will not be peremptorily stopped, 
though in isolated areas where it is extremely wasteful of public funds 
to maintain schools and roads the county has authority to condemn 
land for the common good and to make voluntary exchanges. County 
forests have been established in the restricted district from tax-re- 
verted lands, and should eventually become a substantial source of 
public revenue. County officials intend to promote the development 
of better agricultural areas, so that future settlement will be concen- 
trated where farming can prosper and governmental services can be 
provided with moderate taxation (88). 

OREGON AND WASHINGTON 

In Oregon the counties may foreclose and secure absolute title to 
lands that have been delinquent for 3 years. In Washington a county 
must wait 5 years before taking title, and this may be one reason why 
there has been less reversion in that State. 

There is still much virgin timber in the Northwest, and there is no 
serious long-term delinquency involving old-growth, original stands. 
The situation as to reverted land is shown in table 65. No county 
studied had in 1928 more than 2.6 percent of its total taxable area fore- 
closed for taxes and still held in the county’s hands. More recent 
figures of 1932 and 1933 show reverted lands reaching a maximum of 
13.5 percent of the areas studied, these areas being mostly forest land. 

71 Reported by the Wisconsin conservation director. 
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TABLE 65.—Area foreclosed for taxes and held by county, 1928 and 1932-838; selected 
counties, Oregon and Washingion 

1928 1932-33 1928 1932-33 

Ratio Ratio 
to to ; * 

total Ratio tota atio 
State and county Fae ee State and county ates ae 

Area ! joftax-| Area 3| area Area ! lof tax-| Area 3 | area 
able stud- able stud- 
real ied 4 real ied 4 
es- es- 

tate? tate? 

Per- Per- Per- Per- 
Oregon: Acres | cent | Acres | cent | Oregon—Continued.| Acres | cent | Acres | cent 

Baker see ee 2, 753 Ca | eae ee Tillamook_______ 4, 745 0.8 | 74, 883 1355 
Benton see a bee Ae eet 5, 493 1.7 | Washington: | 
Clatsopiesnse= = 12,424 | 2.5 | 34, 067 6. 6 Glallampekae aa 13,302 | 2.6 | 46, 767 8.7 
Columbiass.222) |e |e 19, 833 5.1 Grays Harbor___| 2,941 .4| 9,797 1k 
CO0S 52 ea see TOS 209) eb ie 17: Bae Jefierson. 32 = |B eee ee |e 29,109 | 10.3 
DOuUC ASS se | Se ee | a 42, 256 2.9 Wewis hol 368 | (6) 436 | (6) 
Grant Sess 26707 she 252 See ED EEE MiaSOntOLe Sos Foe 2 eae oh eSeee es 9, 535 2.5 
Josephine ss Sse |e eo 51335 /2 1650 Sno homishie sees | Seana eens 18, 645 5.3 
Kidamath! 2-255 RQ 44M aly Ame lee meee eae | oe Whurstonssa seen | Eee eens bene 5, 306 lSzé 
anebe es aks oo 21,812} 1.8 | 25,572 2. 4 Wialhikda kev yo a eee 5, 011 3.4 
FIN COUBL 5) Sn ee | eee 49, 523 11.2 

1 From county tax rolls. 
2 Computed from column 2 in connection with areas from official reports as follows: Oregon State Tax 

Commission, 81 (Bien. Rept. 10, table 11), and Washington State Board of Equalization (84, 1928, Schedule B, 
2 sel). 
3 Data furnished by the Pacific Northwest Forest Experiment Station, having been obtained from 

county records. 
£ Computed from column 4 and from areas furnished by the Pacific Northwest Experiment Station. 

The areas studied are the rural parts of the counties, excluding tax-exempt lands, resorts, known agricultural 
zones, and other districts not considered representative of general forest conditions. 

5 Data for 1932-33 preliminary, areas not checked. 
6 Less than 0.05 percent. 

OTHER STATES 

The only other States in which intensive studies were made are 
North Carolina and New Hampshire, and in neither of these States 
had there been at the time of the study any reversion of land to 
public ownership. 

As to the extent of reversion in other States, information is limited 
to that obtained from scattered and frequently unverified reports 
from various sources. The statements usually refer to conditions 
which prevailed about 1930. 

The tax-delinquency problem was not acute anywhere in New 
England, there having been practically no reversion of land in this 
region. There was considerable land reverting for delinquency in 
certain counties of Pennsylvania. In none of the South Atlantic 
States except Florida was any reversion reported, but the volume of 
delinquency was increasing and some reversion in this region seemed 
imminent. 

In Florida it was officially reported that 5,892,358 acres had reverted 
to the State by 1928, and the Florida Land Owners’ Association esti- 
mated on October 30, 1930, that over 7,000,000 acres, one-fifth of the 
land area of the State, had reverted for chronic nonpayment of taxes. 
More recently, the Southern Forest Experiment Station has esti- 
mated ” that approximately 11,800,000 acres, of which 7,670,000 
acres are forest land, have now (July 1, 1933) reverted to the State. 
These areas represent 34 percent of the total land area and 32 percent 

7? See the following: SOUTHERN FOREST EXPERIMENT STATION, ANNUAL REPORT 13: 32-33. 1933. 
[Mimeographed.] 
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of the forest area, respectively. However, in Florida the former 
owner has 2 years in which to redeem, and in any case the State’s 
title is questionable, so that reversion, as the term is used in that 
State, means no more than long-term delinquency. 

In certain other States the area of tax-reverted lands and the 
percentage of this area to total land area were estimated ® as of 
July 1, 1933, by the Southern Forest Experiment Station as follows: 

State Acres Percent 

LNT ENO aaa te 2 Se PEA RARE eh Oe ABD Og SEB A SE SS ha A A gr 3, 800, 000 11.3 
Guisiana si so eles see Se ea ae OS a 2 I ce 2, 708, 000 9.3 
INT SSISS1g Pose toate ee Ea Lag TA Vt Be OE Ry A ey RAR Lge Pie SE Ah 1, 250, 000 4,2 
Old ahom aes Ol tee es BERN oe DUE Dey ae ahe eens wes ee Vine ee NCS 600, 000 12.6 
FIRE NAS Rays veri a tata a rae UE EMA LS RO EA cre RASS cE oh tke icdah Rca ru 920, 000 6.3 

In Oklahoma and Texas only the eastern portion of the State, 
within the limits of the pine type, was included. In Louisiana about 
one-half of the reverted area is forest land, in Arkansas and Missis- 
sipp1 about 60 percent, in Texas three- -quarters, and in Oklahoma about 
90 percent. Alabama appears to have little reverted land, and 
Georgia none. In both Louisiana and Mississippi the reverted area 
is largely concentrated in the longleaf pine belt and in the Delta. 

Outside of the Lake States there was very little delinquency in the 
North Central States. Most of the forest land is in farm wood lots 
and is no more or less delinquent than the rest of the farm. Most of 
the delinquency in Illinois was in connection with coal lands, though 
in the southern third of the State some of the poorer farm land, as well 
as some woodland, was being forfeited. 

CAUSES OF DELINQUENCY 

IMMEDIATE AND REMOTE CAUSES 

The prevalence of serious and widespread delinquency calls for an 
investigation of the causes. The causes, as will be shown, may not 
be the same for both short-term and long-term delinquency. More- 
over, in enumerating the causes of delinquency, distinction should 
be made between immediate causes and those which are more remote 
though perhaps more fundamental. Short-term delinquency has 
been defined as that type of delinquency which exists when a tax has 
not been paid at the end of the legal collecting period and becomes 
subject to a penalty. Long-term delinquency has been defined as 
that type which exists when taxes are due for 2 or more years and the 
taxpayer is in ‘danger of losing his property. 
It is obvious that there will always be a certain amount of short- 

term delinquency. With some taxpayers it is the result of careless- 
ness or procrastination. There are others who, because of improvi- 
dence or temporary misfortune, do not have the money at the time the 
taxes are due. Some are chronic offenders, rarely paying their taxes 
until they are several months overdue, yet usually managing some- 
how to raise the money eventually. Finally there are always some 
people who live so close to the margin of subsistence that they cannot 
always pay their taxes on time. The inevitable delinquency due to 
these causes accounts for a very small part of the total. There is 

3 SOUTHERN FOREST EXPERIMENT STATION. See footnote 72. 
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abundant evidence that in normal times most short-term delinquency 
is due to a faulty collecting procedure and practice. 

Long-term delinquency also is fostered and encouraged by an 
inefficient collection system, but there are generally other and more 
fundamental causes. Among these other causes are overassessment 
and a heavy tax burden. ‘These in turn may have more remote 
causes. Overassessment may be due to a sudden and extreme 
deflation in property values, whereas heavy taxes may be due to a 
wasteful government or insufficient wealth to support comfortably 
necessary public functions. Delinquency of the long-term variety is 
thus usually symptomatic of fundamental maladjustments—economic 
and political. 

_ FAULTY COLLECTING PRACTICE 

Sometimes too much time elapses between the date of assessment 
and the date when taxes are due. In this interval people move away, 
property changes hands, values disappear, all of which add to the 
difficulty of collecting and the certainty of a considerable shrinkage 
in the levy. Frequently the time of payment suits neither the con- 
venience of the taxpayers nor the needs of the Government. In less 
than a third of the States payment may be made in installments. 
Many jurisdictions send the taxpayer no statement, thus making it 
difficult for him to pay promptly if he wants to. In some States 
several months elapse between the time when taxes become due and 
the time when the first penalty is imposed. Even the penalties for 
the first several months of delinquency are often too trifling to be 
much of a stimulus to prompt payment. Finally the usual long delay 
before final action can be taken on the tax lien and the tendency of 
the State legislatures to liberalize the terms of redemption are a con- 
stant invitation to delinquency. 

The New York Tax Commission (79, p. 9) in its 1928 report says: 

Delinquency in New York results for the most part from the methods of collec- 
tion rather than from inability of property owners to pay taxes. Yet delin- 
quency, once started, tends to be cumulative. 

It is logical that prebilling, installment paying, and a reasonably 
stiff penalty should discourage delinquency, and some evidence has 
been collected to substantiate this theory.’* There is some question, 
however, whether severe penalties discourage delinquency. If they 
do, then it should follow, other things being equal, that the higher 
the penalty the less the amount of delinquency. Leonard,” in a 
study of delinquency, attempted to test this assumption. He com- 
pared the penalties of a group of 10 States with high delinquency 
ratios (ratio of taxes delinquent to taxes levied) with the penalties of 
11 States with low delinquency ratios and reached the conclusion 
that high penalties do not make for low delinquency ratios. He 
points out that the high penalties may have been developed in the 
high-delinquency areas in the attempt to check the rise in delin- 
quency. He suggests that possibly the severe penalties aggravate 
the situation rather than relieve it. The fact that the delinquency 
ratios differ widely within the same State, under the same law, 
suggests that the severity of the statutory penalty is not the most 

74 4 study relating the delinquency of 24 large cities of the United States and Canada to their respective 
collection procedures was Made by the Philadelphia PE CAEE of Municipal Research, and the results given 
in Citizens’ Business, no. 747, Sept. 14, 1926. See (64, p. 27) for reprint. 

17% LEONARD, J. L. DELINQUENT TAXES. Unpublished “doctorate dissertation, Yale Univ., 1929. 
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important factor. It is a question of the actual imposition of the 
penalty. Certainty of imposing a moderate penalty is probably a 
more effective deterrent to delinquency than mere severity of penalty. 
The possibility of having a penalty remitted, legally or otherwise, 
makes the amount of the penalty of no great moment to the taxpayer. 

Carl H. Chatters, speaking before the National Conference on 
Government at Buffalo, N. Y., November 11, 1931, said: 

The reduction or elimination of penalties on past-due taxes has been a cause of 
concern to those who have been hoping for better things in tax administration. 
The 1931 legislature of the State of Michigan passed an act canceling all penal- 
ties on 1929 and 19380 taxes if paid before June 30, 1931. There were heavy 
collections in June 1931, of taxes for these years. Does this justify the law? 
Hardly. I have visited most parts of the State or talked with officials from the 
various communities. The story is universally heard that those who did pay on 
time were discriminated against and will hesitate to pay promptly in the future. 
Many others plan to delay paying 1931 and 1932 taxes until the legislature meets 
again in 1933 when they hope to have more tax penalties canceled or reduced. 

In 1931 Minnesota, Texas, North Carolina, and several other 
States extended the time for paying taxes or reduced or waived the 
penalties for delinquency. ‘The ultimate effects are almost certain 
to be disastrous. 

Even those States which have a creditable collection procedure 
find it difficult to get the law enforced with the necessary diligence. 
In most taxing jurisdictions the collecting of taxes is a political job, 
that is, taxes are collected by a person who holds his office by popular 
election. It is well known that political officers are constantly 
importuned to grant favors or immunities and that many, desirous 
of reelection, cannot resist the pressure. When the favor takes the 
form of granting an extension in time for paying taxes, remitting a 
penalty, or withholding the taxpayer’s name from the advertised list, 
the practice invites delinquency. There is plenty of evidence that 
these things are done repeatedly in many States. 

After a comprehensive study of tax delinquency in Ohio, one 
investigator declares ” that a significant — 

factor in the explanation of the failure of county officials to enforce the tax 
collection statutes more vigorously is the political nature of the county treasurer’s 
office. Elective officers hold their positions at the pleasure of the taxpayers. 
From the point of view of vote-getting, it is not advisable to incur the displeasure 
of the electorate by invoking the aid of the law too energetically in collecting 
taxes. 

The tax collector is not usually alone in his dereliction. Governing 
bodies often extend the collecting period, postpone the date of sale, 
or otherwise depart from the legal calendar. Likewise sheriffs and 
county attorneys fail to institute foreclosure proceedings on time and 
fail to prosecute them with vigor after they are instituted. Delay 
and irregularity in the enforcement of the delinquency laws naturally 
encourage delay and indifference on the part of the taxpayers. There 
are counties in North Carolina where it has become a tradition to 
collect the taxes with completeness and dispatch. There are other 
counties just as favorably situated economically where a large volume 
of delinquency is so usual that delinquency has lost its stigma. 

The Chamber of Commerce of the United States in one of its 
reports (63, p. 25) states: 

Promptness in the administration of delinquent taxes does much to eliminate 
them; to reduce the cost of administering them; to minimize the rate of interest 

16 Ninsson, A. E. See p. 50 of citation given in footnote 50. 
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on money borrowed to make up the revenue represented by delinquent items, 
v 

and, above all, to protect the interests of the individual taxpayer. : 

The Bond Buyer (61) in referring to the situation in Florida says: 

There are undoubtedly a few places in Florida that are absolutely unable to 
pay their debts. For the State as a whole, however, what is needed is a continuous 
and rigid enforcement of the tax collection machinery. Property owners should 
pay or forfeit their holdings. Acceptance of bonds for taxes and laws extending 
delinquent dates, removing penalties, or waiving interest on unpaid taxes, merely 
reduce the incentive to pay and prolong the period of bond default. This, of 
course, is exactly what the unwilling taxpayer wants. 

Most of the State legislatures which were in session in 1933 have- 
responded to depression conditions and depression psychology b 
liberalizing still more the terms of tax payment. Some of the legisla- 
tion enacted probably merely validates an existing practice; some may 
be considered only a temporary expedient to meet an emergency; but, 
even so, much of it represents a complete reversal of established 
principles and appears to be wholly irrational and indefensible. Few 
of the session laws had been published at the time these paragraphs 
were written, and the following analysis is based upon information 
given in the current bulietins of the National Tax Association. These 
reports are admittedly based on newspaper accounts and other 
secondary sources and are therefore probably neither complete nor 
free from error. They do suggest, however, the nature and extent of 
this disruptive legislation. 

Moratoria postponing sales for taxes were provided for in Arkansas, 
Idaho, Indiana, Iowa, Kansas, Michigan, Minnesota, South Dakota, 
Washington, and Wyoming. The period of redemption from tax sales 
was extended in Alabama, Arkansas, Idaho, Iowa, Kansas, Minnesota, 
Montana, North Dakota, Pennsylvania, South Dakota, and Wyoming. 
A lower interest rate for redemption was established in Maine and 
South Dakota. An extension in the time for paying current taxes has 
been granted in Jowa, California, Florida, Maryland, Minnesota, 
Missouri, Nebraska, New York, Oklahoma, South Carolina, Tennes- 
see, Washington, and Wisconsin. Discounts for prompt payment are 
to be granted in Kansas, Maine, Oregon, and Utah; and partial or 
installment payments are to be allowed in Arizona, Delaware, Idaho, 
Iowa, Minnesota, Nebraska, Nevada, New York, North Dakota, 
Oklahoma, Oregon, Vermont, Washington, and West Virginia. The 
penalties and interest on taxes now delinquent have been waived or 
reduced in California, Kansas, Michigan, Minnesota, Missouri, Mon- 
tana, New Mexico, North Carolina, North Dakota, Ohio, Oklahoma, 
Oregon, South Dakota, Tennessee, and Washington; and the payment 
of back taxes by installments over a period of years is allowed in 
Arizona, Indiana, Minnesota, New Jersey, North Carolina, North 
Dakota, Ohio, Oregon, South Carolina, South Dakota, and Washing- 
ton. Compromises may be effected under Nevada and Utah enact- 
ments. Lighter penalties or lower interest rates on future delinquen- 
cies are provided for in Arkansas, Colorado, Idaho, Kansas, Maine 
Minnesota, Nebraska, Nevada, New Mexico, Oregon, South Dakota, 
Utah, Washington, and Wyoming (72). 

In waiving interest and penalties and even granting discounts on 
back taxes there seems to be no consideration for the taxpayers who 
have already paid their taxes and no thought as to the effect of these 
extensions on future collections. These continued extensions and this 
progressive easement of penalties can hardly fail to have a demoral- 
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izing effect on taxpayers generally. The practices are grossly unfair 
to those who pay their taxes promptly and without coercion and are 
of doubtful benefit to those they pretend to help. 

The evidence is thus fairly conclusive that een short-term delin- 
quency is due to a faulty collecting practice. Sometimes the fault is 
with the law, as where the penalties are too light or too severe, or the 
date of collection does not fit the income flow of the taxpayers. More 
often the fault is with fee to enforce the law. This failure in turn 
is often due to the fact that the collection of taxes and the enforce- 
ment of the delinquent-tax lien are intrusted to officers chosen by 
popular election. It is probable that with a tax calendar carefully 
designed to fit both the needs of the government and the convenience 
of the taxpayers, with penalties adequate to cover the full cost of 
delinquency, imposed without deviation, and with enforcement 
intrusted to men free from political obligations there would be very 
much less short-term delinquency. 

Faulty laws and faulty administration also contribute to long-term 
delinquency, not only because a taxpayer who gets behind finds it 
hard to catch up, but because officials are even more derelict in col- 
lecting back taxes than in collecting current taxes. Sometimes the 
law is ; indefinite as to the foreclosure procedure or as to the disposi- 
tion of land acquired through foreclosure, thus further encouraging 
the officials to adopt dilatory tactics. Nothing could be better de- 
signed to insure delinquency. However, in the case of long-term 
delinquency, leading in many instances to the loss of property, a 
faulty collecting practice is not the full explanation. There are 
usually other and more fundamental causes. 

OVERASSESSMENT 

The chief cause of long-term delinquency is overassessment. A 
property owner will rarely find it necessary to surrender title to his 
property unless the taxes threaten to absorb all or a major part of 
the expected future income therefrom. Since normally tax rates 
do not exceed 2 or 3 percent of actual value, the tax on a particular 
property is not likely to be confiscatory unless the property is assessed 
at more than its true value. It is quite possible that the current 
income from a property may be less than the annual tax levy, without 
overassessment. ‘The basis for evaluating property for tax purposes 
is market value, and that depends on expected future income, which 
in some cases may be far greater than present income. 
A property or a class of property may be assessed at no more than 

actual value and still be overassessed in proportion to other properties 
because other properties are assessed at less than actual value. This 
inequality in assessment results in some properties being overtaxed 
and others undertaxed. If the disparity is great, the tax on the 
property which is bearing the discrimination may exceed the total 
prospective income and lead the owner to let it go delinquent. Of 
course if the tax rate is moderate, slight inequalities in assessment 
may be borne without causing delinquency. It is when inequality 
in assessment is combined with a high tax rate that it constitutes an 
important cause of delinquency. 

There are many instances in the Lake States where cut-over land 
is very much overassessed, but farm land only slightly overassessed, 
if at all. There appear to be several causes for the persistence of 
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this discrimination—the fact that much of the cut-over land is held 
by absentee owners, who find it inconvenient and costly to appear in 
protest, the fact that all cut-over land is overassessed and hence that 
there is no willful discrimination as between individuals, and the fact 
that the governing bodies are reluctant to reduce the assessment on cut- 
over land because it occupies such a large place in the tax base. They 
recognize that even a moderate reduction in the assessment of cut- 
over land would involve an appreciable increase in tax rate and hence 
an increased burden on the few scattered and not too prosperous 
farms. They are frankly trying to protect and preserve such settle- 
ment as exists. If these settlements, however, have no sound eco- 
nomic basis, this policy can hardly do more than postpone their collapse 
If the overassessed cut-over land is allowed to go delinquent, as is the 
case in increasing volume, it yields no tax at all, and carrying it on 
the assessment roll at a high valuation accomplishes nothing except 
to conceal the true financial weakness of the political unit. If ex- 
penditures are gaged to the levy, much of which will never be collected, 
the practice makes eventual bankruptcy all the more certain. The 
failure to adjust assessments to true values thus tends to conceal the 
true tax-paying ability of a politica! unit and stimulates overspread- 
ing at a time when retrenchment is needed. If all property were 
assessed as nearly as possible at actual value, no matter how high 
the tax rate might soar as a result, the true situation would be 
revealed. Then relief might be afforded through fundamental 
adjustments, such as political reorganization or a redistribution of 
governmental functions, and justice might be done to all. 

In times of depression, many owners of vacant lots, cut-over land, 
and other nonincome-producing land do not have income from other 
sources sufficient to pay the taxes, and they are obliged to let their 
land go delinquent. Of course they would prefer to sell at a sacrifice 
rather than to lose their whole equity, but the market for such prop- 
erty is exceedingly dull in such times. However, it is probable that 
there is very little land that would not find a purchaser at some price 
if the purchaser could be assured that the land would not be assessed 
at more than he paid for it, or assessed at any time in the future at 
more than it could be resold for; but he has no such assurance. Thus 
overassessment or the prospect of overassessment is a basic cause 
of delinquency. 

DECLINING VALUES 

Declining values are an indirect cause of delinquency, since they 
frequently lead to overassessment. ‘This is especially true if prop- 
erty is not revalued annually. In a time of falling prices, it is clear 
that undiminished need of revenue, reluctance to raise the tax rate, 
and hope that the decline in values may be only temporary, are strong 
influences operating against reduced assessments. The owner, on the 
other hand, may accept an insufficient reduction in assessment 
because he does not want to put too low an estimate on the value of 
property which he still has hope of selling. The continued over- 
assessment, combined with the unfavorable economic outlook for 
that particular class of property, is a strong inducement to delinquency. 

This explanation holds pretty largely for the increased delinquency 
in the cut-over areas of the Lake States in recent years. After the 
timber was cut from this land, it was either held by the lumber 
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companies or sold to land companies for subsequent agricultural 
development. The owners continued to pay taxes on it in the con- 
fident belief that it would later be sold to farmers at a profit. Since 
the World War it has become recognized that most of this land is 
submarginal for agriculture under prevailing conditions and has 
practically no marketability. Yet it continues to be assessed as 
potential agricultural land and far in excess of its actual market 
value. 

Overassessment as a result of fallen values is often witnessed in 
the case of an unsuccessful real-estate development or after the 
collapse of a general land boom. To illustrate: Thousands of lots 
purchased at fabulous prices in Florida subdivisions have been 
allowed to go delinquent since the boom collapsed. As soon as the 
owners realized that the speculative values were gone, there was 
nothing to be gained by retaining title and continuing to pay taxes. 
Where extensive public improvements had been made on the basis 
of these exaggerated values, adding heavy special assessments to the 
general tax, the high aggregate tax made the retention of ownership 
even less alluring. It is apparent that each loss from the tax base 
adds to the burden of those properties which remain, thus tending to 
accelerate the drift to delinquency. 

This cycle invariably follows the collapse of a boom. While 
Florida is the outstanding example, the same tragedy has been enacted 
on a smaller scale in many other places. The phenomenon is in 
evidence wherever there has been an abortive real estate develop- 
ment, or any other land promotion in which undue optimism has been 
followed by disillusionment. In other words, delinquency is an 
almost invariable byproduct of deflation, finding its most pronounced 
expression in lands which have mainly a speculative value. 
A general decline of property values, such as attends the present 

depression, is also a direct cause of tax delinquency, even if assessments 
are reduced as promptly and as fully as the shrinkage in value. 
Even in that case, governmental expenditures will not generally be 
curtailed to as creat an extent as the reduction in the value of property 
and the incomes of the taxpayers. In other words, the tax burden 
on property increases at a time when property owners are losing faith 
in their investments. Discouraged because of their loss of capital 
and resentful because taxes continue to be high, they are in a defiant 
mood. They express this defiance by delaying payment of their 
taxes as long as possible. If one owns nonincome-producing property 
he may calculate that the loss of the equity may be no greater than 
the taxes over a period of years. At least he is prompted to cease 
paying for a while and see what happens. If there should be a rise 
in values, he can redeem from the tax lien; if the deflation should 
continue, he can eventually surrender title and escape the intervening 
taxes. Incidentally the fact that his land is delinquent and threatened 
to be lost from the tax books may cause the tax authorities to reduce 
his assessment more than they would otherwise. 

THE SHEER BURDEN OF PROPERTY TAXATION 

It is to be expected that there should be more delinquency when 
taxes are heavy than when they are light, and such is obviously the 
case. 

It cannot be denied that over a considerable period property taxes 
have absorbed a large and increasing share of the income from 
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property. This may be illustrated by the comparative trends in the 
index numbers of farm prices (30 items) and the index numbers of 
farm taxes from 1914 to 1930 in table 66. 

TaBLE 66.—Comparative trends in the index numbers of farm price (30 ttems) and 
farm taxes, 1914-30 ! 

Farm | Farm Farm | Farm Farm | Farm 
Year prices | taxes | Year prices | taxes Year prices | taxes 

| 

AQUA ee cee ee a ie 101 LOO 21920 Bee ee 99 GY Hp dh Pa eis 87 253 
TOUS Ree eee 95 LOQs WO 2 Tee ee ae 75 217 LOD 75 2 ee re lets, 85 258 
WONG cho see 95 LOSS O22 2 eee 81 PADS IRS prey y Lce  ee 90 263 
ON ee se 118 106 TODS eee Te ages ska 88 AG || eel G29 sees teres 89 267 
nie ose ead aes SEE 112 118 1G 2A Niet Sie eee Cs 87 249 LOZ Qa Se es 80 266 

1919S Se sew elas 102 PSOe | lO 25a eee 92 250 

1 Source of data: (82, pp. 16, 18). 

Real estate rarely earns a high rate of return, and this is particularly 
true of farm property. Thus, if a farm income was 20 percent less 
in 1930 than in 1914 and farm taxes were 166 percent higher, and 
taxes took 20 percent of the income in 1914, they would be taking 
66.5 percent in 1930. Since the basic value of property, particularly 
real estate, is its capitalized earning capacity, a tax that promises to 
absorb a large share of the income comes close to confiscation of the 
property. Land that, in the long run, offers no prospect of a substan- 
tial net income after taxes is not likely to remain long in private 
ownership. The sheer burden of property taxation unquestionably 
contributes to delinquency, and particularly so in the case of deferred- 
yield properties which, because of the uncertainty of future events, are 
subject to unusual risk. 

BURDENSOME SPECIAL ASSESSMENTS 

A great many city lots, particularly vacant lots, and many parcels 
of rural property have been driven into delinquency because of the 
burdens of special assessments. These special assessments, includ- 
ing the accumulation of interest, often approach or even exceed the 
value of the property. Where this condition exists, it has usually 
arisen because there has been no adequate preliminary investigation 
to determine the amount of existing assessments upon the lands and 
no adequate estimate of the amount of the proposed assessment. 
Without such information, neither the legislative body authorizing 
the improvement nor the property owners in the district can act 
intelligently. 

In a few States legislation has been enacted to prevent the more 
serious abuses of this kind. For instance, in 1931, California enacted 
a law which, in brief, provides for (1) an adequate preliminary 
investigation and report upon the financial feasibility and soundness 
of a proposed project, (2) a hearing of property owners after the 
investigation and report has been made and when the facts therein 
are available to all landowners in the district, and (3) a twofold 
limitation upon the amount of special assessments that may be 
imposed. ‘The assessment that may be imposed upon any one par- 
cel of land may not exceed one-half the true value of such parcel 
after the improvement, as shown by the report, nor may all over- 
lapping assessment indebtedness plus the proposed indebtedness for 
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the specific project exceed one-half the true value of all the land after 
improvement in the district.” This limitation may be exceeded only 
in extreme cases and by unanimous vote of the landowners. 

The 1931 Legislature of Michigan also passed an amendment to 
its Bond Act, providing that in any 1 year cities could not sell special 
assessment bonds, the par value of which was more than 1 percent of 
the assessed valuation (sec. 2691), that the total special-assessment 
debt could not exceed 5 percent of the assessed valuation, and that 
no bonds could be sold if the tax delinquency exceeded 25 percent 
(sec. 2698). 
Much of the delinquency in any city, but particularly in those which 

have suffered from the collapse of a boom, will be found to be in sub- 
divisions which are unduly burdened with special assessments. Indeed, 
the chief cause of delinquency in the case of city property is perhaps 
the lack of rigid control of subdivisions and definite limitations to the 
amount of special assessments that may be imposed. 

The special assessments that involve forest land and become a 
factor in forest taxation are mainly those imposed to defray the cost 
of drainage projects. In the Lake States, and to some extent in the 
South, ambitious drainage projects have been undertaken in cut-over 
areas to encourage agricultural development. Had the expected 
development taken place the land might have been able to carry the 
burden of these assessments, but the hoped for development has not 
come. The cost of the drainage projects, together with the over- 
assessment which they have tended to encourage, has contributed to 
the delinquency of cut-over land. 

EFFECTS OF DELINQUENCY 

The discussion of delinquency up to this point has necessarily 
suggested some of the effects. For instance, one of the effects of 
delinquency is more delinquency. This is true both of short-term 
and long-term delinquency. If one taxpayer is permitted to pay his 
taxes late, others demand the same privilege. If the volume of taxes 
paid late is considerable, the Government must borrow money to meet 
its current obligations, and the interest cost, unless added to the tax 
bill of the delinquents, necessitates a heavier levy on those who pay 
on time. Chronic delinquency also destroys such pride as might be 
derived from a clean record and breaks down the morale of the tax- 
payers generally. On the whole, leniency in tax collecting is no 
kindness to the taxpayers but only aggravates the difficulties of 
final collection. 

Even if the bulk of the levy is eventually paid, with sufficient 
interest and penalties added to take care of the added cost of collection 
and interest on borrowed money, the delay and uncertainty is an 
embarrassment to the Government in formulating and executing its 
program. In fact it puts the Government at the mercy of the money 
lenders. A writer from Florida” said in 1928: 

Many cities in the United States could not function if there were not investors 
in tax liens who would invest at the tax sales. I know of several cities which 
could not have opened their schools this fall if the tax liens had not been sold 

’ during the summer. 

California, General Laws, 1931, Act 8490. 
#8 Michigan, Public Acts of 1931, no. 142. 
7”? From the following: FULTON, F. D., TAX DELINQUENCY. Prepared for use in the State of Florida, un- 

published memorandum. 

101285°—35 13 
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On the other hand, the purchasers of tax-sales certificates are not 
everywhere considered public benefactors. In some States, where the 
law permits disinterested persons to purchase tax liens, it has been 
common for certain individuals, particularly lawyers and real estate 
men, to make a business of purchasing the ‘‘cream”’ of the certificates, 
leaving the county with those which are the least likely to be redeemed. 
For this reason some States—Oregon and Wisconsin, for example— 
have passed laws permitting a county to dispense with the tax sale 
and take all of the certificates itself. 

Where there is a large and increasing deficiency in current collections 
and uncertainty as to whether the delinquent taxes will ever be paid, 
the Government is placed in a very difficult position. It cannot gage 
its expenditures by current collections, for the year’s commitments are 
made before collections begin. If it limits its expenditures on the 
basis of the previous year’s collections, it may seriously and unneces- 
sarily impair its established services. On the other hand, if the 
Government permits expenditures to exceed collections, it aggravates 
its difficulties in subsequent years. 

In some of the northeastern counties of Minnesota in 1926 there 
were deficits in collections ranging from 15 to 45 percent. Even 
though the trend in delinquency is upward, and the officials recognize 
the danger of spending in excess of the revenue, it may be impossible 
to scale down expenditures immediately in such proportions. The 
fact is the county authorities in this region usually levy a greater 
tax than is required by the expenditures proposed in their budget, 
with the expectation that some part will not be collected but that the 
net collections will cover the expenditures. The result is, of course, 
that the burden of supporting schools, roads, and other governmental 
functions is made heavier for those who pay taxes than if conditions 
permitted the collection in full of a levy equal to the actual budget. 
A similar report comes from Wisconsin. One of the bulletins of the 

agricultural experiment station previously referred to (70, pp. 23-24) 
contains this statement: 

Tax delinquency has already caused some of the northern counties considerable 
difficulty in balancing their budgets. One procedure that is being adopted is to 
make the tax levy much larger than is actually needed in order to insure an 
adequate cash collection. This practice is causing a heavier tax burden to pile 
up on land not delinquent. There is an instance of a large tract of land bought 
recently for $1 per acre on which the annual tax is as much as 25 cents per acre. 
How long will the owner pay this tax? Will the county have to raise the tax rate 
even higher when such land becomes delinquent? Such questions are confronting 
eee counties in which the bulk of the revenue is derived from unplatted cut-over 
ands. 

* * * Some counties are beginning to cut expenditures in order to adjust 
themselves to the situation. The effect of tax delinquency upon the financial 
affairs of smaller governmental units (towns and school districts) in many 
instances presents a more serious problem. 

Communities faced with a shrinking tax base must reduce expendi- 
tures, consolidate into larger units, be subsidized by the State, or fall 
into ultimate bankruptcy. Frequently minimum standards of Gov- 
ernment already prevail, or the community has debt commitments 
which cannot be avoided, and no appreciable reduction in expendi- 
tures is possible. Decadent communities have generally been able ~ 
to command more and more State aid, particularly for schools, but it 
is questionable how far the State should go in perpetuating a com- 
munity which lacks a sound economic basis. Community disinte- 
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eration is bound to involve hardships under the best of circum- 
stances. A speedy collapse may work no greater hardships than a slow 
death, and an orderly readjustment certainly less than a state of 
demoralization. 

The ultimate effect of continued delinquency is of course forfeiture 
of title and, to an increasing extent because of the absence of private 
buyers, reversion of land to the public domain. The need for definite 
State policies for handling such lands has already been pointed out. 
Wholesale reversion introduces difficult problems of administration 
and necessitates important political readjustments. It is evident 
that, if a tax roll is reduced by 10 or 20 percent through delinquency, 
the remaining 80 or 90 percent must thereafter bear all of the taxes. 
If the land which reverts could be consolidated into large tracts, there 
could be some reduction in governmental costs, but if it is in scattered 
holdings there are no compensatory savings. Moreover there is the 
added cost of administering the public land, which becomes a con- 
siderable item if the tracts are small and scattered. There is little 
prospect of realizing a substantial income in the immediate future 
from the type of land that is usually abandoned by private owners. 
A large amount of reversion thus almost compels a reorganization of 
the political unit, a broadening of the tax base, or a State or Federal 
subsidy. Without some such relief the burden must become more 
severe, resulting in increased delinquency and a final inevitable col- 
pase of the political unit. Perhaps the only solution for areas with 
a sparse population and an acute delinquency problem is their reduc- 
tion to an unorganized status and, where natural conditions are 
extremely unfavorable, complete depopulation. 

CONCLUSIONS 

It has been shown that in general tax-collection procedure under the 
property tax is dilatory and inefficient. This is due partly to weak- 
ness in the statutory provisions and partly to lax administration. 
Sometimes political favoritism is involved; sometimes general inertia 
and leniency on the part of tax officials is to be blamed. There is 
general reluctance on the part of State and county governments to 
take over title to land that cannot be sold for taxes, partly because it 
is hoped that economic conditions will improve so that these lands 
may again be added to the tax rolls, and partly because in most States 
there is no provision for making any profitable use of reverted lands. 

Prior to the current industrial depression, delinquency was not 
widespread but was confined for the most part to regions with large 
areas of cut-over forest lands not wanted fo r agriculture. In those 
regions the trend in delinquency from about 1920 to 1928 was 
decidedly upward. ‘The fundamental cause of this upward trend was 
the agricultural depression beginning in 1921, which gradually 
destroyed the hope of prospective agricultural use for these cut-over 
forest lands and for other lands of inferior productive capacity. 

The current industrial depression has resulted in a very sharp 
increase in short-term delinquency between 1930 and 1933, which 
has not been confined to forest lands but has involved agricultural 
and urban real estate as well. During this period there has also been 
a marked increase in the area of reverted lands in States where delin- 
quency had already been prevalent and where the process of reversion 
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has not been postponed by legislative enactment. With economic 
recovery it may be expected that short-term delinquency will fall off 
to normal proportions and that a substantial part of the reverted 
lands will be transferred back to private ownership in one way or 
another. 

Forests lands, particularly cut-over lands of low value, have been 
found to be generally more subject to tax delinquency than other 
classes of real estate. The relatively unfavorable position of forest 
lands in this respect is especially pronounced in the Lake States and 
in the South, but is noted also to a less marked degree in the Pacific 
Northwest. Prior to 1930 merchantable timber has not been subject 
to delinquency except in a few exceptional situations. 

As indicated before, the reversion of tax-delinquent lands to public 
ownership has been greatly accelerated by the current depression. 
There are millions of acres of essentially forest land that are being 
held in private ownership by a tenuous thread. Perhaps much of this 
land would have reverted to public ownership had it not been for the 
failure of local officials to carry out the provisions of the tax laws and 
the loose construction of the laws themselves. In other cases taxes 
have been paid to protect mineral rights, or to preserve title in view of 
the possibility of selling the land to the Federal or State Government, 
or in the hope that forestry may become more profitable by reason of 
better prices for forest products or lower taxes. The situation has 
invited, and the tax laws have permitted, an uncertain tenure. 

As a result of the slowing up in growth of population and changes 
in the demand for agricultural products, much formerly prospective 
agricultural land must now be valued only as forest land. The low 
price of lumber has likewise reduced the attractiveness of forest land. 
This means that cut-over land whose prospective yield is small and 
remote has little market value. In many cases, however, the assessed 
value of such property has not been reduced to its present value. 
Were assessments reduced to actual market vaiues, it is probable 
that much of the land which is now being forfeited would be retained 
in private ownership. On the other hand, as previously mentioned, 
there is much land that is subject to forfeiture to which the State has 
not taken title. It may well be that if the delinquency laws were 
more definite and were enforced rigidly there would be a great deal 
more reversion. It is not certain, however, that such would be the 
result. It may be that if the delinquency procedure were fixed and 
regular and were adhered to without deviation there would be less 
delinquency in the firstinstance. In any event, areasonable procedure 
regularly enforced, combined with an honest assessment, would put 
delinquency on a more reasonable basis. Reversion would generally 
be confined to lands whose expected income was too small and 
uncertain to justify the nuisance and expense of holding. 

The fact that most of the land being forfeited through tax delin- 
quency is low-grade forest land, mainly cut-over land in a poor state 
of reproduction, is simply. evidence that such lands have become sub- 
marginal for either agriculture or forestry under prevailing taxes and 
price levels. The expected future income does not appear to be 
sufficient to cover the probable costs including taxes. When this 
land had a greater speculative value for agricultural use, its earning 
capacity as forest land was not the sole determinant of value, and few 
owners were disposed to surrender it. The loss of its agricultural 
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prospect, combined with the prevailing low price of timber and the 
relatively heavy taxes, now make much of it definitely submarginal. 
Lower taxes would undoubtedly lift much land out of this category, 
and in many instances lower taxes would prevail if the land were not 
overassessed. 

There are those who believe that the poorest land would better be 
in public ownership and who therefore incline to regard with compla- 
cency the reversion of such land through tax delinquency. They 
may even go to the extent of deprecating the effort to assess the 
poorest land at its true value, suggesting rather that no land be as- 
sessed below a certain minimum value, with the expectation that lands 
which cannot bear the taxes on such minimum value will be forced 
into delinquency and eventually revert to the State or county. This 
program involves obviously confiscation of private property through 
overassessment. Whatever may be the opinion as to the relative 
public advantages of private or public ownership of the less produc- 
tive land, there would appear to be no justification for deliberate 
confiscation of private property by means of an illegal assessment. 

Tax delinquency which advances to the point where titles are 
surrendered on a large scale is prima facie evidence of serious economic 
or political maladjustments, and there can be no adequate solution 
of the problem apart from important—perhaps drastic—changes in 
the organization and financing of local government. 
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INTRODUCTION 

The preceding two parts have presented a picture of the manner in 
which the machinery of the property tax operates in the United 
States. The logical next step is to investigate the tax base. The 
property-tax base of any governmental unit may be defined as the 
aggregate of all properties taxable under the property tax expressed 
in terms of assessed value. It is the assessed value of a property to 
which the tax rate is applied in determining the taxes. It will be 
recalled (p. 119) that the assessed value is rarely the same as actual 
value, although it is legally defined as such in most States. In a few 
States, such as Minnesota, the law requires that the assessed value 
be some fraction of the actual value. 

In a study of forest taxation it is not only important to know the 
amount of the total tax base, but also the portion of this total tax 
base which consists of forests. A forest may be defined as a combina- 
tion of land and trees in which the trees more or less densely cover the 
land and are regarded as groups or stands rather than as individuals. 
For the purposes of this study, forests of noncommercial tree species 
are excluded. However, the forest may include land which is tem- 
porarily denuded of trees by logging, fire, or other causes. The term 
has no reference to the intentions of the owner in regard to the use of 
the land or its suitability for such use from the economic or silvi- 
cultural standpoint. A study of this definition of a forest should 
convince the reader that any attempted segregation, for purposes 
of this investigation, of the assessed value of forests from that of the 
other elements in the existing tax base must be approximate only. 
The reason is that real estate is usually assessed by parcels or proper- 
ties and is not generally divided into its component parts (except in a 
relatively few cases where the assessment procedure provides for a 
separation of land and buildings, or of land and timber). Various 
methods were used in this study to arrive at the best possible approxi- 
mation to the assessed value of forests in the whole United States, 
in each State, and in a number of selected local governmental units. 

The purpose of this part, therefore, is to determine for various 
political units the assessed value of forests, the total tax base of the 
political unit in question, and the ratio of the assessed value of forests 
to the total tax base. Since forests are almost invariably a part of 
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rural real estate (they are not personal property and they are rarely 
found in cities), it was considered of especial interest to determine, 
where possible, the relation of the assessed value of forests to the 
assessed value of rural real estate. For this purpose an effort was 
made to eliminate from the total tax base as much property as pos- 
sible which was not strictly of the nature of rural real estate. In 
some cases a fairly complete segregation could be made, with the aid 
of the reports of the various State tax commissions, but in other cases 
it was possible to eliminate only the assessed value of property in the 
large cities. Thus, it must be kept in mind that the term “ural real 
estate’’ as used in this section sometimes includes more or less urban 
and suburban property. 

ALL STATES OF THE UNITED STATES 

The importance of forests in the tax base of all States and of the 
United States as a whole is given in table 67. The assessed value of 
forests was determined by estimating roughly the value of forests and 
reducing this estimated value to assessed value by means of ratios 
of assessed value to full value. The assessed values of all property 
and of rural real estate were derived from the Statistical Abstract of 
the United States and from Bureau of the Census data. The method 
in detail is as follows: 

The basic estimates for approximating the assessed value of forests as given in 
table 67 are contained in table 68. The second column of table 68 is an estimate 
of the area of privately owned forest land. The term “forest land’’, in connection 
with this estimate, refers to the so-called commercial forest land, meaning land 
bearing present timber stands that could be economically utilized and also other 
forest land on which present or future timber stands can be utilized under reason- 
ably conceivable future conditions. Column 3 is the estimated average unit land 
value of the area in column 2, including value of young growth, if any, but exclud- 
ing saw timber and cordwood. Columns 4 to 6 are estimates of the quantity of 
saw timber and cordwood, including pulpwood, standing on this land. The unit 
stumpage values in columns 7 to 9 of this table are averages of prices received in 
all classes of sales during the years 1923 to 1928 with adjustments in some cases 
to harmonize apparent inconsistencies due to the small number of sales. These 
years were used as more representative of normal conditions than the later years. 
For the most part these sales involved timber which was available at the time of 
the sale for immediate or early conversion. Only a small part of all the timber 
existing in 1929 was so available. These unit values could not properly be applied 
to estimates representing all of the standing timber in order to cbtain the value 
of that timber unless it were assumed that the carrying charges on timber which 
would not be utilized for many years would be counterbalanced by increases due 
to growth and higher stumpage prices. It is more in keeping with the practice 
of buyers and sellers, as evidenced by the unit prices realized in the occasional 
sales of very large tracts, to reduce the average stumpage prices of table 68 in order 
to estimate the present worth of standing timber in 1929. The selection of the 
reduction factor is a matter of judgment, and, in view of the many uncertainties, 
any attempt at refined adjustment in these ratios between the different States 
would be pointless. In all of the Eastern and Central States except Maine 25 
percent was used. In Maine and in the Rocky Mountain and Pacifie Coast 
States 40 percent was used with two exceptions, namely, Oregon 50 percent and 
New Mexico 60 percent. The estimated value of forests, column 2, table 67, was 
obtained by applying these reduction factors to the gross value of stumpage com- 
puted from columns 4 to 9 of table 68 and adding to the resulting timber value 
the land value computed from columns 2 and 3 of table 68. The estimated value 
per acre of forests, column 3, table 67, computed from column 2 of table 67 and 
column 2 of table 68, is given to facilitate comparison between the States. 
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TaBLE 67.—Estimated value of commercial privately owned forests and their 1mpor- 
tance in the tax base, 1929; all States, by regions } 

Estimated value 
of forests |Ratio of Assessed value Ratio of| 5.4: 
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Viermon tases sy ee oy Oe 60 18. 90 55. 0 33 230 327 14 10 
WiassachusettSess so asses =e 26 8. 80 77.5 20 | 1,887) 7,124 1 (3) 
CWonnecthicu tase eee een 15 10. 60 63. 2 9 1, 291 2, 803 1 (3) 
Rhodevslandies 2-2 5220s 2 6. 60 80. 0 1 eee 1, 394 (3) (3) 

“ol BRO aE Us Sel ire Ss ni ePID UE he 338 U8} (0) 199 4,679 | 138, 065 4 2 

Middle Atlantic: 
INO WaT Sea ei in ss pod tl eh 155 16. 20 84.8 131 2,972 | 25, 333 4 1 
Rennsylvaniaias 222 y yes eek oe 107 9. 60 57.8 62] 5,085 | 13, 623 1 (3) 
ING WwiJersey ie eee aS 14 7. 40 63. 2 9| 2,600] 6,682 (3) (3) 
DDOLA WAT HL heed pl oe WS a DMs 4 12. 30 77.5 3 140 275 2 1 
Marglandiinttien.. & loutt ihe 22| 10.50| 64.0 14 745 | 2, 689 2 1 

MBotal tes Molsve Ns UEC TEAC S02 12110) eae te 219 | 11, 542 |_48, 602 2} @ 
Lake: 

Mi chigamea sat ees Mae 151 9. 00 96.3 146 | 2,632] 8, 634 6 2 
Wiiscomsin se snipe ie 110 7. 30 96. 6 106 | 3,647 | 6,559 3 2 
Minnesota 20) Sinisa iar pats 67 3. 90 39. 2 26} 1,218] 2,359 2 1 
INO MN IDE Coy CS) Faecal eh nnd lad (3) 718 991 (3) (3) 

CLOVES HE LAA SU ER, oes AP RN A I a 328 670s See Ste 278 | 8,215 | 18, 543 3 1 

Central: 
CO) at Yo) Sea ieee eee Anmsla De yey ete Oye a4 49 | 10.80 70. 2 35 | 4,926 | 13, 678 1 (3) 
J Eran DE 0 Ye Eien Ne ie er EOD ee ee 31 9. 00 80. 2 25 | 2,474 | 5, 167 1 (3) 
Hlingismesa ss Ae 31 9. 70 24,1 7 | 2,991 | 8, 666 (3) (3) 
LO Whe sae Ee te Th ae Sa PO 16 6. 90 12.7 2 698 | 1,493 (3) (3) 
Ne ras kes tei 2 ye eae eae eo dn ea ee ee PAOD |B PO eee 
KEG Sa Se Nieewrayams ie tea ao Ts |Petse SRR Meas PES See ee eR QS ON eo (o| eee |e ee 
MVINSSOUTING Lees ban Ces aoe aes 73 4. 50 70. 9 52 1,948 | 4,679 3 1 
sNennessee: 26 22s ee we 110 8. 00 69, 4 76 787 | 1,837 10 4 
Keen tue kay, oe Ean gk ae 73 7.10 85. 2 62] 1,142] 3,219 5 Dy) 
\WGS Walgabate ee 72 7. 60 48. 0 35 942 2, 076 4 2 

ARG taller ee seers serene ee ion es nie 455 Tep20))\ |e a 294 | 20, 129 | 47, 844 1 1 

South: Sy Ae ya Rca a Aga 
Wilginitaens2) saenae Uta el Mee 124 8. 70 48.8 60 1, 324 2, 342 5 3 
North Carolina___________________ 188 9. 50 83. 7 157 | 1,741 | 2,971 9 5 
South Carolina___-_______________ 122 9. 90 24.4 30 195 426 15 7 

COrgiaw Led sues etna ont ee 192 8. 50 45. 5 88 433 | 1,311 20 7, 
Ori vee ANON es 19 eee em il. 147 6. 40 24.0 35 349 657 10 5 
Aa baa sani aes ei ee 145 6. 80 57. 2 83 520 | 1, 241 16 7 
IMNISSISSIP Pia eee ake ue een al 158 8. 70 53. 4 84 493 775 17 11 
MG OUISIATI Ae tee ee i ak ae ay 176 9. 90 82.7 146 558 1, 757 26 8 
TArkKanSase cotton a oee morn ele 191 9. 10 Pile A 52 370 605 14 fe) 
Oklahoma 2a) Sse ee ea 24 5. 80 62. 3 15 913 1, 791 2 1 
PR OXAG Se We NN agli EEE We cay ss alice 124 9. 80 48. 2 60 | 2,117} 4,219 3 1 

Ch Bay yes aio eA Fe Ls RE 1, 591 Si 5Ou| eA $10! §,013 | 18, 095 9 4 

North Rocky Mountain 
Slop aR oe We ae ae ee NT IN 27 8. 40 34. 4 9 242 428 4 2 
DIGG REY ao opera aa ZN fg A cen RE Ba ESP 71 16. 90 60. 0 42 341 487 12 9 

AO) G5) et da a AP I ee Me 98 SS SOR ee ae 51 583 915 9 6 

South Rocky Mountain: 
South’ Dakotas. 200 saa a 1 3. 30 82.6 1 1, 358 il, (ahs (3) (8) 
Wivoming linn rer Laker e RIS 4 6. 60 72.4 3 239 448 1 il 
Colorado bs nes Salle el a eee 9 3. 60 73. 6 7 666 | 1,577 1 (3) 
INewalViexicosse8 2 222. eileen 6 5. 10 43.0 2 134 312 2 1 
IATIZONA acces kos ba ener CD Yup | otal ps pet seared (3) 614 685 (3) (3) 
Witah ene eae Ee een een 1 3. 00 61.4 1 215 701 1 (3) 
IN GVA ate etl eee) lana Un 1 5. 70 50. 0 1 173 217 1 (3) 

TOGA eas oi) AM a 22 ASSO aeons 15 3, 399 5, 695 (3) (3) 

Pacific coast: 
WVASHIN S10 Me eer ese eee eee 333 31. 67 35. 1 117 641 1, 246 18 9 
Oreconme we 4 952 Whe QT oie ae 322 23. 50 63. 3 204 564 1, 123 36 18 
Californiae~ 22 230 2 eer Rea! 283 32. 10 55. 9 158 3, 012 8, 555 5 2 

Totaleyya 2 32a is ee oS Ot 938 PASSYC \0)8| ea ey 479 4,217 | 10, 924 11 4 

i DY 21 POPS pe ath ge ee ad oe 4, U72 LOWS On eee 2, 345 | 61,777 |1638, 683 4 1 

1 Sources of data are given in the text. 
2 Does not include personal property in wild lands territory. 
3 Negligible. 
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TABLE 68.—Estimated area of commercial privately owned forests, quantity of 
standing timber, and unit values of land and timber, 1929, all States, by 
regions } 

Region and State 

Saw timber (per 
thousand feet 
board measure) 

Soft- Hard- 
woods |} woods 

Standing timber Unit stumpage value 

Cord- 
wood 

(per 
cord) 

—EE EE —_—_————— | | 

New England: 
Maines. 28) sae eee 
New Hampshiress2- ee ee 
Vermont.) as See 
Massachusetts== =e eee 
Connecticut 22 sae ae 
Rhoderlsiand=e222 = laaae eee 

NOtale: 22 Se ee eee 

Middle Atlantic: ; 
INGW av ORK= = 22a oie ee 
IRennsylvaniice ee ee eee 
IN GW: CESO Yeo eee ee 
Dela warevs soe eee 
Marylands223 ===s = 

FROLAl 2 ae SS eee 

Lake: 
Michigans ee 16, 707 
SWiSCORSIT == eee er ee 14, 962 
Minn eSOLa =e ee ee Se 16, 924 
INOEEHE Dakota sees = eens 480 

Total]: cs i eee 49, 073 

Central: 3 oe 
QOHIG fee 28 Be ee ee 4, 580 
In@iang = 252s See 3, 425 
PHN OISS =: == Sew eee ee 3, 192 
NOW ne ee 2, 358 
IMMISSOULIEs= 2 sae See Bee ee eee ee 16, 454 
‘Rennessee= oe tebe RE Se ee 13, 713 
CCH GH Cy ee 10, 277 
WiestsVirginian=== se ae 9, 478 

MG) er ene Stee ee eee ee 63, 477 

South: 
Mirpinige® =) 22) o seers ee ee 
INOREHI@ aroling==== 22 tee ee 
South. Carolina es 
Georgias 2-225 =2 2 ee 
INlonid a=) 2 Seo ee ae eS ee 

Mississippi-------------_-________ 
Wouisians = 222 se oS eee 

South Rocky Mountain: 
South Dakota. =e ee 
Wiyoming= 2222 Stet eee 
Colorado: 2. a ae te eee es 

1 Sources of data are given in the text. 
2 Negligible. 

Land 
value Saw timber 
per 
acre 

Soft- | Hard- 
woods |} woods 

Million| Million 
Dollars ft. 6. m.) ft. b. m. 

2. 00 14, 537 
3. 00 2, 009 
3. 00 6, 138 
3. 60 530 
3. 00 627 
3. 00 29 

3. 00 23, 870 

3. 00 11, 455 
3. 00 4, 585 
3. 00 397 
3. 00 71 
3. 00 1, 050 

3. 00 17, 558 

2. 00 12, 917 
2. 00 8, 007 
2. 00 4, 523 
2. 00 53 

2. 00 25, 500 

4. 00 4, 085 
4. 00 2, 164 
4.00 3° Pit 
4,00 1, 107 
2. 00 3, 394 
3. 00 8, 266 
3. 00 4, 830 
3. 00 4, 363 

3. 00 31, 320 

3. 00 5, 735 
3. 00 8, 070 
3. 00 9, 325 
3. 00 4, 146 
3. 00 2, 129 
3. 00 4, 182 
3. 00 7, 515 
3. 00 15, 705 
8. 00 12, 362 
3. 00 1, 083 
3. 00 4, 404 

3. 00 74, 656 

2. 00 (2) 
2.00 | 28, 020 (3) 

2.00 | 41, 731 (2) 

2. 00 228 (2) 
2.00 | 1,744 (2) 
2.00 | 2,415 (3) 

12, 620 
6, 430 

19, 050 

443 
1, 975 
3, 793 

algo nie aaah dla es SSSSSSss 

PRR RRR Riedie SSSSSSSSSSE 

Dollars| Dollars 
7.70 4.00 
9. 00 6. 20 
7. 50 6. 50 
7.70 5. 90 
6.7 5. 90 
7. 50 8. 00 

8. 00 7. 00 
7.80 7. 00 
6. 00 6. 00 
6. 00 8. 00 
6. 50 6. 00 

5. 50 7. 00 
5. 60 7. 00 
5. 00 1. 60 
(?) ¢?) 

5. 00 8. 00 
5. 00 9. 00 
5. 00 7.00 
(2) 7. 00 
4.00 5. 00 
3. 50 5. 00 
5. 80 6. 20 
4. 00 4. 80 

5. 30 5. 30 
4.80 4. 50 
5. 00 3. 00 
4. 50 3. 50 
5. 00 2. 00 
4. 00 4. 50 
6. 80 4. 50 
6. 00 4. 50 
5.80! 5.00 
3. 00 3. 00 
6. 00 4.70 

2. 00 @) 
3. 60 (2) 

2.00} (?) 
2. 00 () 

2. 00 2) 

3 Nebraska and Kansas are omitted, as no values were determined for these 2 States. 

f 
4 
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TABLE 68.—Estimated area of comme.cial privately owned forests, quantity of 
standing timber, and unit values of land and timber, 1929, all States, by 
regions—Continued 

Standing timber Unit stumpage value 

aie Vand ae i Saw timber (per 
: if value aw timber thousand feet 

Region and State Cues per Sona board measure) Cord 
= le 

land BE ape OG) | === =| (ode 
Soft- | Hard- Soft- | Hara- | Crd) 
woods | woods woods | woods 

Thou- Thou- 
sand Million| Million| sand 

South Rocky Mountain—Continued.| acres | Dollars| ft. b. m.|ft. b. m.| cords | Dollars| Dollars | Dollars 
News Miexico@eat == 22 2 ee 1, 092 2.00 | 4, 296 (?) (?) 2. 00 a (2) 
PATIZ OM deters tne a RE aS 42 2. 00 120 (?) (2) 2. (2) (2) 
Uitahesh aos SI Sees tees ts 2 a) 353 2. 00 265 (7) 165 2. 00 (2) . 50 
ING dat sawameles eum eee at 177 2. 00 448 (2) 373 2. 00 (2) . 50 

A WG ra eS St ae ah ae 5, 141 2.00 | 9,516 (2) GiiTAOh [eh esa eal ee 
| —ioe| 

Pacific coast: 
VAS i 6 Ora eee eee 10, 502 2.00 |182, 885 365 | 19, 075 2. 80 1. 50 .35 
Oreconlee roi sah de 13, 721 2.00 |232, 341 | 1,260 | 17, 869 2. 50 1. 50 .35 
Califor geese eee Sa eee eae 8, 814 2.00 |177, 051 (2) 67 2. 50 (2) 135 

MRO tales see ee aie es 33, 037 9, (0) WO, ele Nah, CPS B7/ OWL eee ose lececeecs 

CNR Pera ae UC TRAN 396).239)|_--_____ OMe) CES) NTA yee 

3 Negligible. 

Since assessed value in all States differs from actual value, it was necessary to 
determine the ratio of assessed value to actual value in order to calculate the 
assessed value from the estimated actual value. These ratios are given in column 
4, table 67. The ratios for New Hampshire, Wisconsin, North Carolina, Wash- 
ington, and Oregon were based on sales or appraisals of forest preperty. The 
ratios for the other States were based on Bureau of the Census figures for 1922 
(51, p. 5). The census figures, however, are for all real estate and they are for 
the year 1922. Since forest property is ordinarily assessed at a higher ratio to 
true value than is other real estate, and since there has been a tendency for the 
ratio of assessed to full value to increase, it seemed proper to make certain adjust- 
ments in the census figures. In Michigan and Minnesota the adjustment was 
made on the basis of assessment ratios of forest property in Wisconsin, as deter- 
mined from sales, since the assessment practice with respect to forests in Michigan 
and Minnesota was found to be similar to that in Wisconsin. The census ratios 
of assessed to true value of real estate in Michigan and Minnesota, respectively, 
were multiplied by the ratio of the assessment ratio of forest property in Wisconsin 
to the assessment ratio of Wisconsin real estate in general as reported by the 
census. In most of the Southern and South Central States and in a few States 
in other regions, the census ratios were increased by 20 percent, which is the 
average percent by which the ratios of assessed to full value of forest properties 
in North Carolina, Washington, Oregon, and Wisconsin, as determined by this 
study, exceed the Bureau of Census figures for the ratios of assessed to full 
value of real estate in these same States. In the remaining States, where the 
assessment ratio reported in 1922 was fairly high and where there was no reason 
to believe that the ratio had been substantially increased, the 1922 ratio was 
used without adjustment. 

Column 5 of table 67 gives the resulting assessed values of forests. These 
were computed from columns 2 and 4. Column 6, the assessed value of rural 
real estate, was computed from official records (95, table 23, column 2; 96, table 
214, column 2). The assessed value of real estate subject to taxation by cities 
in the respective States (from the former publication) was deducted from the 
total assessed value of real estate in the corresponding State (from the latter 
pupae: Column 7 gives the assessed values of all property (96, table 214, 
column 1). 
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Column 8 shows the ratios of assessed value of forests to assessed value of 
rural real estate. These were computed from columns 5 and 6. Column 9 
shows the ratios of assessed value of forests to the total tax base. These were 
computed from columns 5 and 7. 

An examination of table 67 reveals that forests constituted 4 per- 
cent of the rural real estate and 1 percent of the total property tax 
base of the United States in 1929. On a regional basis the ratios 
of forests to rural real estate and to the total tax base are given in 
table 69. 

TABLE 69.—Ratios of assessed value of forests to assessed value of rural real estate 
and to total tax base, by regions 

: Rural real | Total tax Region estate base 

Percent Percent 
TPS CUTT CY COS Bea a a NE Ea Eth eR he dS Na eC 1 4 
SOU a ee a ee a ett eae an Ee ere Oe el ee 9 4 
INOPEH UE OGE ye MO ara Ri Ty eee ee ae Wit) te Re eee Ue Mea Jee 9 6 
IN ew: me lam dike Sees eee eS a Re eR 4 2 
RCL es ae i Ne eS a ee AE ee a ANCE ENT RSS 2 RE EINE es sere ea ES 3 1 

IMIG TeRA GlambiCs ae ae Ee Dele Ne eee ei al oR a Re eres ee 2 (1) 
COLT of 5 rr; aan ain ales MOP ae aan My eRpe OO op ehiN DUNN fro tera and a iy i gO 25 AB or As es A ee 1 1 
SOut he Roc key Mio era Gah Sa ee a ee as ha ee Ree (1) (4) 

1 Less than 0.5 percent. 

Forests are thus a comparatively important part of the tax base 
in three regions, the Pacific coast, South, and North Rocky Mountain. 
In the other regions forests occupy a relatively less important place 
in the tax base. 

These results for large regions do not tell the whole story of the 
importance of forests in the tax bases of the separate States. The 
ratios in the States in which forests represent 5 percent or more of 
the rural real estate (about 40 percent of all States) are given in 
table 70. 

TaBLE 70.—Ratios of assessed value of forests to assessed value of rural real estate 
and to total tax base in the more important forest States 

Rural real | Total tax 
State estate base 

Percent Percent 
CO) SNK 0} 6 Vee en ON ean ae GaN SAM RN EEE RS, Ary URN Ng RE NRG ANU eee Us eed Bh 36 18 
AV OUISTATIA ee TANTRA oaks Te ee ase Pe GER LU Ace UE Et aa 26 8 
Mian sri 2s SSR REE SSE Sea A he BIS hh Ee) LA ae Sa OS ie oe ee 20 13 
Geonpia =: eet re AD aie, ev er ag eee 6 Ue oe ge oe ee ee Ce Re 20 7 
SMV ERSTE OT i Sao es ELE wate OD PE ye dn es pe 18 9 
IVETSSISS UTD Po Tee ese te tee late apna ge aee  R e a SlO C 17 11 
Mab amiach err setts SUR AAs LAE Tee EE RPS A TS EA AR ee 16 7 
Southa@ arolina= ie seuss 2 pa ee ee ee Le SU, Sen Cue eee 15 7 
NAGI 64V 0} 0] Beep eee eg. a. uae At eed ees RENNIE OCR SAY Mee ee rere eames irs Sy Oe ye Ba 14 10 
oF Fed 25 GNESI le i 0 eed LIE 2 aly Salta he area Ae oY aN PORN ML Se tak OO ly Se 14 9 
OREN GV) a peas ee Sites BS pee 1 he re ee ae eee Peer one ee Ng 12 9 
WOniG a] = 22 Gti Fee Ee. Bae ae a ele ee nee he ES Ae 10 5 
TROMIMESSCO ae ee re ek Sa ee Ce Rh ad eee Si Rie eee eee 10 4 
INO WRELATEDS Hire Batters res see oy LN ete) FBP Tia Aa Eg) ea a Ba 9 6 
INorthi@arolinayes 2 eaSe 28252 Sa Ah ELON Es 2k Ce RE ee 5 
Vii Cn Pare ee ee A rg ee yd Winer EN Rd cop RS RSE LDN 6 2 
VAL TV ee a ea a Ee se eth 2 ee See 5 3 
ACO TA GU CRny Sn ee ei Dn apa OEE eS ak ne ne eee a 5 2 
Wa ifr Bee Bae ES UTE eS ie RE ee ea SUES. Ne ea 5 2 
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FOREST COMMUNITIES AND STATES 

Obviously the percentage position of forests in the tax base of an 
entire State or region gives no adequate picture of the important part 
which the forests may constitute of the tax base of a given small tax 
unit in a forest community. Therefore attention is directed to 
studies in representative political units in the forest regions which 
indicate the importance of forests in the local tax base in such regions. 

The methods used to determine the approximate assessed value of 
forests in these local units were generally different from those used 
for the States and the United States as a whole. ‘They were usually 
uniform within a given State and each method is indicated in the 
sources of data given in connection with each table. 

The most intensive studies were made in 3 towns of New Hamp- 
shire, 3 counties of North Carolina, 13 townships of Minnesota, 8 
towns and 1 county of Wisconsin, 6 townships of Michigan, and 1 
county of Washington. In these selected local units, detailed field 
studies were made and the assessed value of forests was determined 
from assessment rolls and field examinations. Even in these areas a 
precise determination of forest assessed value was impossible because 
of the practice, as noted at the beginning of this part, of assessing 
land by properties or parcels rather than by land types. In the 
Michigan townships only properties which were predominantly forest 
in character could be segregated, but in the other local units various 
methods were devised which probably give the assessed value of forests 
with a fair degree of accuracy. 

In the other States studied the reports of the various State tax 
commissions were relied upon. In Maine this information was sup- 
plemented by a brief field study, which made possible a fairly good 
estimate of forest assessed value in two broad divisions of the State. 
In Louisiana the tax commission data for each county were supple- 
mented by information gathered by the Forest Service, and the classi- 
fication in this State is probably quite accurate. In Wisconsin the 
tax commission classifications of ‘‘timber’”’ and ‘‘cut-over, marsh, 
and waste’”’ taken together are roughly comparable to forests, but 
these categories include some elements which are not strictly forest. 
In Mississippi the classification is fairly good, but the sum of ‘‘ timber 
and timbered lands” and ‘‘uncultivatable lands”’ probably includes 
considerable land which is not forest. In Colorado the tax com- 
mission’s category ‘‘timberlands”’ is very incomplete. In Idaho there 
is a rather complete classification. Montana’s category ‘‘timber- 
lands” is incomplete, though it probably includes most of the forests 
in that State. In Oregon and Washington the forest category includes 
some other elements, principally grazing lands. 

In order to prevent confusion the various terms employed by a 
tax commissions are not used in the tables. The term ‘‘forests” 
used in all cases and explanation is made in notes as to how ae 
category is constituted in each study. 

The place of forests in the tax base for the forest communities 
studied in Maine, New Hampshire, and North Carolina is given in 
table 71. The sources of data for this table are as follows: 

Columns 5, 6, and 7 were obtained by computation. 
Other columns: 
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MAINE 

WILD LANDS (UNORGANIZED TERRITORY AND SECOND-CLASS PLANTATIONS) 

Column 2: The area and assessed value of forest property were estimated from 
a report of the board of State assessors (89). This was accomplished by segre- 
gating those properties which were predominantly of a forest character. From 
this compilation it was determined that 9,308,000 acres of forest property were 
assessed at $68,104,000. This amount, of course, includes some minor elements 
other than forests, but, since it also excludes those forests which are held in con- 
junction with other uses, it probably represents a fairly good approximation to 
the assessed value of forests. 

Columns 38 and 4 (89, p. 279; 90, p. xii): The property in this territory, as its 
name clearly indicates, is with few exceptions rural property; consequently, all 
of the real estate was assumed to be rural in character. 

ORGANIZED TERRITORY (ORGANIZED CITIES, TOWNS, AND FIRST-CLASS PLANTATIONS) 

Column 2 was obtained by subtracting the assessed value of forests in the wild- 
lands territory from the total assessed value of forests in the State (table 67). 

Columns 3 and 4 were obtained from table 67 and from the authorities cited 
above (89, 90). 

New HampsHIrRE 

Column 2 was obtained in the following manner: The assessed value of the 
commercial forest and farm forest tracts (exclusively forest in character) was 
obtained from the town assessment rolls for 1928. In order to determine roughly 
the assessed value of the forests held in conjunction with other uses, the average 
assessment ratio for resident-owned farm forest tracts in each town was applied 
to the difference between the total appraised value of forests and the appraised 
value of commercial and farm forests. This assessment ratio was computed 
by dividing the assessed value of resident-owned farm forest tracts (from the 
town assessment rolls of 1928) by the appraised value of these same tracts (deter- 
mined by experienced appraisers in the case of Fremont and Richmond and by 
comparison with appraisals and sales by means of a valuation formula in Loudon). 
The resident-owned farm forest tracts are considered to be closer in character to 
the forests held in conjunction with other uses than is any other category. The 
sum of the assessed value of forests held in conjunction with other uses, so com- 
puted, and the assessed value of commercial and farm forests gives the approxi- 
mate assessed value of forests. 

Column 3 was obtained from the assessment rolls for 1928. 
Column 4 was obtained from State records (93, table 13, pp. 42, 62, 78). The 

assessed value in the town of Richmond was corrected for a duplication of $13,500. 

NortH CAROLINA 

C.lumns 2, 3, and 4 were obtained from the county assessment rolls and from 
field examinations. 

TABLE 71.—Forests in the tax base of Maine and of representative forest communities 
in New Hampshire and North Carolina, 1928 } 

Assessed value Ratio to total tax base 
| Ratio of 

sale ne forests to 
State and local subdivision 

Rural real All rural real Rural real Forests estate property estate Forests eciatn 

Rif es 2 tot es) 

Maine: 1,000 dollars} 1,C00 dollars} 1,000 dollars| Percent | Percent Percent 
Wailldtlands=s see 68, 104 73, 013 74,4 93 | 91 98 
Organized territory__----_- 26, 600 408, 000 670, 652 7 + 61 

New Hampshire: 
Town of Fremont_-_--_---- 199 391 599 51 83 65 
Townot Voudona- 264 566 665 47 | 40 85 
Town of Richmond-_--_--_- 313 386 429 81 73 90 

North Carolina: 
Beaulort, Countye——— 4, 522 12, 821 29, 261 35 15 44 
Chatham County_.-....... 3,371 | 8, 096 18, 229 42 8 a 
Macon Countys-2-----e 1, 886 4, 288 7, 243 44 

1 Sources of data are given in the text. 
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MAaAIN5E 

A brief study of timberland taxation in Maine was made in connec- 
tion with a study of forest-tax laws in that State. Since the wild lands 
in the northern part of the State (unorganized territory and second- 
class plantations) ® and the organized territory are quite distinct in 
their general character, separate estimates of the extent to which 
forests occur in the tax base were made for each (table 71). These 
estimates were necessarily rough, as no intensive studies were made 
in this State. They are sufficiently accurate, however, to show the 
wide differences in the importance of forests between the two regions. 
In the wild-lands territory forests comprised 91 percent of the total tax 
base and 93 percent of the rural real estate, while in the organized ter- 
ritory only 4 percent of the total tax base and 7 percent of the rural 
real estate were represented by forests. 

New HAMPSHIRE 

The State selected for intensive study in New England was New 
Hampshire, and, since the town is the most important unit of local 
government in that State, sample towns were selected for study. These 
towns are Fremont, Rockingham County; Loudon, Merrimack 
County; and Richmond, Cheshire County. Forests in these three 
towns comprised from 33 to 73 percent of the total tax base and from 
47 to 81 percent of the rural real estate (table 71). 

NortH CAROLINA 

Three typical counties of North Carolina were selected for intensive 
study—Beaufort (to represent the Coastal Plain), Chatham (Pied- 
mont), and Macon (Mountain). The ratios of forests to the total tax 
base of these three counties ranged from 15 to 26 percent and the 
ratios of forests to rural real estate from 35 to 44 percent (table 71). 

MINNESOTA 

In Minnesota 13 townships in the northern forest region were 
selected for intensive examination. The importance of forests in the 
tax base of these townships is shown in table 72. The ratios of assessed 
value of forests to assessed value of rural real estate (column 8) range 
from 64 percent in Crow Wing Lake Township to 100 percent in 5 
townships (T. 156 N., R.31 W.; T.59 N., R.8 W.; T.58N., R. 6 W.; 
T. 54 and 55 N., R. 14 W.; and T. 67 and 68 N., R. 20 W.). Only 2 
other townships besides Crow Wing Lake, namely, Frohn and Lake 
Emma, exhibit ratios of less than 80 percent. 

% For definitions of wild lands and organized territory, see p. 294. 
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TaBLE 72.—Forests in the taz base of representative townships in northern Minnesota, 
1926 1 

Assessor’s ‘‘full- 
and true’’ value Area of forest descrip- Assessed value 

tions Ratio of 
forests 

County and township , to rural 
Tota, | Descrip- real 

privately | tions pre- Rural estate 
owned domi- Total Per acre | Forests Teal 
forest nantly estate 
land ’ crest ? 

1,000 1,000 | 1,000 1,000 1,000 
Beltrami: acres acres dollars Dollars dollars dollars Percent 

1 GCRA@S 2 eee ie es 1 5 147 9.75 69 85 
IWrohines4 eee Pee yg eerie 16 12 201 16. 39 89 130 68 
OG HINES EGS lin VVie ees ines 23 23 102 4.50 334 34 100 

Hubbard: 
Olay see ee 21 18 273 14. 86 102 106 96 
Crow Wing ake_=_---=-- 2" 16 8 131 15. 99 84 132 64 
Neakeeh iy aves es ee eee 15 10 144 14. 80 76 105 72 
Schooleratt2) = ees 18 16 217 13. 66 84 88 95 

Lake: 
T. 59 N., R. 8 W. (part of 

Beaver Bay) == ae 17 16 163 9. 99 56 56 100 
T. 58 N., R. 6 W. (part of 

Cramer) St? he Eager es 21 21 144 6. 97 49 49 100 
T. 54N., R. 10 W. (part of 

Silver @reek) 22-222) 5- =< 22 17 147 8. 47 62 68 91 
St. Louis: 

MoiVvolase sooo a0 ars eae 39 35 298 8. 42 110 124 89 
T. 54and 55 N., R. 14 W_-_- 42 34 211 6. 19 3 87 87 100 
T. 67 and 68 N., R. 20 W__- 34 34 | 72 2.13 324 24 100 

| 

1 Sources of data: Column 2, by field estimates based on surveys and information from owners; columns 
3, 4, and 7, from assessment rolls of 1926—selection of predominantly forest descriptions by field examina- 
tion; columns 5 and 8, by computation; column 6, computed by multiplying the areas in column 2 by the 
corresponding ‘‘full-and-true”’ values per acre in column 5 and dividing the product by 3, since the Minne- 
sota law requires that the assessed value of this kind of real estate be one-third of the ‘‘full-and-true”’ value. 

2 May include some open swamp land. 
3 Includes a negligible amount of other elements which is obscured in the process of rounding. 

WISCONSIN 

Table 73 shows the importance of forests in the tax base of the 
selected towns in Wisconsin. ‘The ratios of forests to the total tax 
base range from 23 percent in Three Lakes to 86 percent in Little Rice, 
both Oneida County towns. The distribution of towns in ratio groups 
is as follows: 

TO 29'percent: ose ue a ea ee eg ee oe 
SO—49) PEPGe MGS ko LTR eA eR eRe tee era We ee re 
50-79 percent 0202 Os Sere ER Ee ea Ee Ss eS Oe ee eae eee 
80=100 percent “a2. Es ee Sh ee ek ee eee 

The ratios of forests to rural real estate range from 28 percent in 
Three Lakes to 89 percent in Little Rice. The distribution of towns 
in ratio groups appears thus: 

10-29) percents 2. - 2 AS 2 ee ee eee ee 1 
50-7 9ipercent=<— oo ets 2s 2 ae ga aera oe + 
SOOO percent: 2-53. 2 fe 5 foe ea he oer 3 

he H DO 
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TaBLE 73.—Forests in the tax base of representative townships in northern 
Wisconsin, 1926 } 

A d val SSeS MERU Ratio of | Ratio of 
“ SRR ERAT | LOST ATU | (Rcd LOLESUSLO. forests to 

Town and county Raralreal All rural] real total tax 
Forests estate base 

estate property 

1,000 dollars|1,000 dollars|1,000 dollars| Percent Percent 
374 441 494 85 76 Athelstane, Marinette County___...______- 

Bartelme, Shawano County -_______--:-___- 347 453 500 77 69 
Bayview, Bayfield County_______________- 193 373 . 469 52 41 
Laona, Forest County___________________-_- . 573 746 1, 169 77 49 
Little Rice, Oneida County______________- 201 225 232 89 86 
Morse, Ashland County__________________- 2798 2998 1, 453 80 55 
Murry, Rusk County_____-.___-_-________- 554 750 803 74 69 
Three Lakes, Oneida County______-________ 329 1, 196 1, 424 28 23 

1 Sources of data: Column 2 by computation from the area determined by field examination and the 
assessed value per acre of predominantly forest descriptions as classified in the field; column 3 from the tax 
rolls; column 4 from the annual report of the assessors of income for the county boards for the several coun- 
ties; columns 5 and 6 by computation. 

2 These values are for the nonmineral part of the town only. 

Table 74 gives for all counties of Wisconsin the ratios of forests to 
the rural real estate and to the total tax base. These figures, except 
in Lincoln County where a somewhat detailed study was made, are 
based on a classification made by the various assessors of incomes. 
This classification includes the categories ‘‘timber”’ and ‘‘cut over, 
marsh, and waste”’ which, taken together, are roughly comparable to 
forests. The assessed values of forests are believed to be somewhat 
high in some cases, however, since they probably include considerable 
value not strictly forest, as resort and power value. 

The ratios of forests to the total tax base range from less than 0.5 
percent in Milwaukee County to 67 percent in Sawyer County (table 
74). The distribution of counties in ratio groups follows: 

OSOT PERC SMG ee MN Baa Malis ARNT Ale UN ola 8 SUR MN ly wl Mlle 8 a A We Ao a ea 30 
DO eS Te ONS SS Gy 1 nga ce 2 RU eh gg a A iC i Ng THR Se 31 
OA BET FOXENECOSNON Auch SONI AIOE NIN AN ENN a 9 We aN OO OT Ae gle aa ae oe ae od 8 
DU TOS STC CNG Ha ie RR GM I ob SU i ny Om alain coc alle Wn be Wi Anne Merb a 2 

The ratios of forests to rural real estate range from 2 percent in 
Lafayette County to 82 percent in Sawyer County. The distribution 
of counties in ratio groups is as follows: 

(CAG) OVEN eX oS iy ea aA OTE A RRS UA A MS A Ge Rp cay yr ee PU eg a 19 
TDS VAS) YES GENO A. i is 0 a ios) ae A Ug yO lp ye pea Nal Aa Ue) 29 
ADS AS) TOK Sy ECeK ENON a ah NCU OMS le RUS ll at NURS ip a ct HU SO VAP Ps ng A 8 
Leh Deai7 (0) oy OXEH rCGCEN ON ements 2 TUES SACS SB ag Pee lt og a 13 
SOA LOOM erece rate Mes A SA ay EN My ae a oy he LW hl yew a seg Sa) 2 

101285°—35——14 
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TABLE 74.—Forests in the tax base of the counties in Wisconsin, 1926 1 

Assessed value ; 
pee ia Ratio of | Ratio of 

BEE erent Cie ee ee eh ee Me TOLESES foresie 
County to rural | ¢5 total Forests2 | Rural real All poet taxibase 

estate property 

1,000 dollars| 1,000 dollars| 1,000 dollars| Percent | Percen . 
9, 146 35 Adamsi23 3.2.2 528354 ee eee 2, 435 6, 891 ! 27 

‘Ashland eee Pe a ee Sake ee 6, 125 9, 877 24, 528 62 25 
IBSITONG 20 2 PAS 2 Se Se eee 7,912 27, 609 43, 073 29 18 
Baylield= ss 225) ot ee eee 9, 886 16, 453 22, 027 60 45 
Bro Wee ee ea eee 2, 815 31, 676 95, 728 9 3 
IButialo: Se 0 ee ee eee 2, 847 17, 096 24, 877 17 ll 
BUPNCEES ae eee eee ee 5, 048 8, 574 10, 937 59 46 
Calumet. 202 eee cas et eos 2, 026 23, 277 34, 714 9 6 
Chippewaess 2 a Se ee eee 7, 306 26, 799 46, 163 27 16 
@ lark eee ee eS a ee ee ee arene 8, 929 34, 730 45, 314 28 20 
Columbiaes 2 2 a ee Ae eee 3, 565 28, 047 50, 841 13 7 
Crawifordt 2) 228s Sins coe eee 3, 721 14, 534 23, 658 26 16 
Daneshe tele Se ERE eae a ee ee 7, 116 90, 714 261, 327 8 3 
Dodvek2se 72 eee ee eee ee 6, 476 62, 817 100, 824 10 6 
DOORS see ee ee Se ees Ss See eee 2, 096 16, 952 24, 080 12 9 
Douglas ee ae a ee ee ee eee 8, 008 11, 593 62, 742 69 13 
PNN esse eee eae he Ce ee ee ee 4, 978 24, 765 38, 604 20 13 

Baw Claire S33 ee ee eee 2, 756 16, 180 45, 603 17 6 
MIorenco st Oe Se a aS ee eee ee 2, 092 3, 269 4,479 64 47 
MONGGUG UAC Hea Shee ee a Oe eee 3, 701 50, 741 106, 146 7 3 
MOTOS Eee ee ee eee eee 5, 691 7, 754 10, 290 73 55 
Grant. 325 ee. es ee oe eee 3, 287 48, 873 77, 412 7 4 
(GT COD ae hase ee ee 2, 386 36, 605 58, 084 7 4 
Green (ake: 222 220+ Poste eee ee eee 2 2, 370 16, 561 27, 874 14 9 
1 (fe aca eer Be sey SR ee ee 2, 361 35, 020 50, 858 7 5 
TON eee Se a ee 5, 729 7, 034 17, 094 81 34 
Jackson ss See ee Ee ey ek epee eT 3, 044 13, 639 19, 753 22 15 
JORErSO Ma SS ee es ae ee rae 3, 918 35, 018 72, 099 11 5 
JuNesW se ee A ee ae 3, 703 13, 221 21, 066 28 18 
Kenosha t222 Sahoo oe ae Se ep eee es eee 1, 578 20, 113 90, 131 8 2 
RCO WAUNCE 22 oss see ee ee 1, 506 18, 183 26, 351 8 6 
May @rosse@.s- 326s se= SSS ee ee ees eee re 2, 064 14, 493 67, 627 14 3 
Weatayetters2: = 222 ee eee 922 38, 536 51, 360 2 2 
Tanglades 28 sees See ee eee 6, 303 12) 121 24, 013 52 26 
PING ON Ss = es a ee Se ee 7, 395 11, 750 25, 209 63 29 
IVEANItOW OCS oto oe Sea ae ene ee eee ce ee 3, 327 39, 601 99, 610 8 3 
Marathon] 2 * ae ere Bien ee eens 13, 536 39, 859 82, 832 34 16 
IMIarine tte 522 Sa So ae eee eel 6, 657 11, 838 32, 238 56 21 
IW IGN XO ROTA MS a eee eee ere ey ree hE 2, 028 6, 851 10, 105 30 20 
Milwaulkeet ess). tee Se eee 1,912 57, 501 1, 073, 508 3 (4 
MOnn OC sss oe Se ee Se ee eee 5, 142 23, 189 37, 564 22 14 
Ocontons2 22 te Se Be ee ee 5, 051 16, 343 26, 588 31 19 
ONCIG ae ee ee ees 4,472 9, 083 18, 918 49 24 
Outagamie ys Sse a ek, ae eae eae 3, 738 29, 626 86, 857 13 4 
Oza Kee Se ee eee 1, 331 16, 945 28, 958 8 5 
IPQ DI eee Ne a eee ee 1, 329 6, 057 9, 234 22 14 
IPIGTCOS SE eee sR ee a ee eee es 3, 890 19, 474 29, 130 20 13 
PO ks ae ee ee ee oe ee 7, 371 20, 796 31, 901 35 23 
POKUALO ee ee eee Eee eat ee eae 4, 248 18, 327 34, 623 23 12 
PFI CO ae eee ee a eee 7, 140 10, 064 18, 466 71 39 
VA CLIG een ee ee oe cs ee ee 2, 069 27, 762 137, 282 7 2 
TOC) a0 ES 0 Bp ee ee ee eee 4, 300 22, 105 32, 449 19 13 
DRY OY 6): a age ge ee RE 3, 966 42, 443 122, 557 9 3 
TE TAS ie eae a ee NS re NE ed So eae 8, 352 12, 382 19, 200 67 44 
StaCroixet ees eae Oe eee eas 2, 982 22, 186 34, 991 13 9 

Bu ke ee ee a oe eee ee 6, 175 36, 095 63, 593 17 10 
SE WV OL ae ree Re oe eee 7, 6C0 9, 241 11, 307 82 67 
SS WT 0 ee ee ee ree 5, 287 22, 533 35, 807 23 15 
Sheboy.ganse 222s asa ee 2, 865 40, 023 112, 287 7 3 
ay OR see oe en ees Oe Ee Er en 7, 515 14, 520 20, 701 52 36 
Wrempealeaue = aa ee Fe es a ed 3, 541 21, 751 32, 070 16 il 
VOTO Tae eee a OE eS ee leet 6, 468 29, 478 42, 349 22 15 
NEA aa ee ee ee ee Ee ee 3, 118 7, 741 10, 722 40 29 
Wal worth ee er Sa See eae 2, 893 43, 568 74, 057 7 4 
Wiss hb urn Sse se ee eee eo See 5, 316 8, 470 11, 955 63 44 
Washing tone ase ss Se as ae eee 3, 178 29, 355 48,175 ll 7 
Wiatikes nee eee aie ee ee SES ee ene 1, 990 42,131 76, 111 5 3 
Wis Daca tate ee a ee et ee 4, 414 25, 859 47, 211 17 9 
Wists hana see ee ee ee ee eee 2, 570 15, 199 20, 521 17 13 
IWilnnebagose-2e ee ose oe ee eee 1, 933 30, 365 108, 605 6 2 
AVVO Glee ree ae ee Se es 6, 090 18, 575 54, 983 33 11 

1 Sources of data: Columns 2-4: All counties, except Lincoln (98, tables 19, 23). Lincoln County—Column 
2 by applying to the area of forests the assessed value per acre of forests on selected descriptions; column 3 
from county records; column 4 (98, table 22); columns 5 and 6 by computation. 

2 Includes ‘‘timber’”’ and “‘cut over, marsh, and waste”’ as designated by the tax commission. 
8 Lincoln County data are as of 1925. 
é Less than 0.5 percent. 
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MIcHIGAN 

In this State a field study was made in six selected townships. 
These townships were selected as representative of counties which 
had been covered by the Michigan Land Economic Survey. Prop- 
erties were classified on the basis of predominant use, and the assessed 
value of forests was segregated from that of the rest of the rural real 
estate. Forests, therefore, may include some value not strictly 
forest in character, and may not include all of the forests, such as 
those owned in conjunction with farm and other uses. 

The ratios range from 13 percent in Edwards Township to 97 
percent in Hulbert Township (table 75). The distribution of town- 
ships in ratio groups is as follows: 

OE ZOE TCE Te ise Spgs ie be 50 aE A hk SN oa clas Sv a nel hs 2 
{Gea rs recer SH a es ST I I NE IIS 8 eas a ge tcl Nl se acpi B 

1 
DOO MOET COMME 2 te meee 2 Airmen Vo RA es Es Se EL Se aan 
SOS MOOR er Ce ra Ge ees ee es I ie PUN Men a NE I A he ea 

TABLE 75.—Forests in the tax base of representative townships in northern Michigan, 
1923-26 1 

Assessed value Ratio of 

forests to 
Township, county, and year Horace Rural real | rural real 

estate estate 

1,000 dollars, 1,000 dollars| Percent 
CustenseAm trl Co wir type Oe eee ee Seale ee) 119 349 34 
Hulbert, Chippewa County, 1926___________-____--_______----------- 448 463 97 
Lake (part), Menominee County, 1925________-______-_-__-____----- 127 173 73 
HawardssOgemawa Countian lO 23 epee ee eee 55 429 13 
INOS, Ovary Oxowratiny, NOPE eae 91 3144 63 
Hill, Ogemaw County, 1923 

1 Sources of data: Columns 2 and 3 from the township assessment rolls for the years indicated, based on 
a classification made with the aid of maps of the Michigan Land Economic Survey; column 4 by 
computation. 

3 May include some value not strictly forest in character, but may not include all of the forest property, 
such as that owned in conjunction with farms and other uses. 

3 An urban value of $3,700 was deducted. 

LOUISIANA 

A very detailed classification of the elements of the tax base is 
made by the State tax commission in Louisiana in its reports; con- 
sequently forests may readily be segregated from the other elements 

of the tax base. Since the classification made by the tax commission 
is based on predominant use, the forest class includes some minor 
elements besides forests; but it also excludes some forests held in 
conjunction with other uses, so that probably its assessed value fairly 
represents the pure forest category. The ratios of forests to the total 
tax base range from 0 in Caddo Parish to 49 percent in St. Helena 
Parish (table 76). The parishes are distributed among the ratio 
groups as follows: 

OS ORPERCEMit eyays tenet aki Op Nem eee UF RM Sella eee Se Ue MeN EE AE 27 
TQ PAD). TOTEM Hs oT AT eich Hea a ae. Nn ee Wo 25 
SAU tS) | SIEGE Nt Se emg Sage an pag ge ag ra RS (1 12 

When assessed value of forests is related to rural real estate the 
ratios range from 0 in Caddo Parish to 95 percent in La Salle Parish. 
The distribution of parishes in the ratio groups is as follows: 

(V8) FOSSETT GS EE ees Se Foy Se Rn Re 9 
PAS) TRO SYN, yc pr AS en 16 
SU + ROCK CC eee aE eee tne min pS ee Ses Wei a 15 
OOM CLC CH tae epae gerne ans a Bly Beye i NN 17 
OHNO FORGE ess a IS ee al eS a SO 7 
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TABLE 76.—Forests in the tax base of the parishes in Louisiana, 1930 ! 

A d val i ssessed value Ratio of Ratio of 

is | OSE forests 
Parish to rural | to total 

Forests? | Rural real All real es- | +35 base 
estate property tate 

1,000 dollars) 1,000 dollars| 1,000 dollars Percent Percent 
86 7 SACO GI Eh a) nasa to ene oS ELS pails se ree 3 11, 395 24, 764 4 

UNOS ES I A od ee ER Gah Seta ah 1, 979 2, 792 7, 345 71 27 
Ascension: 2222 i. = 5 en tee ae aes 503 2, 309 7, 626 22 7 
ASSUuIn ptione 6 6 Se syne ee ae ee ee 365 2, 308 5, 909 16 6 
Avoyelles_____________ HR of ioe Ag en Oia als Be cle NO 1, 648 5, 865 13, 203 28 12 
Beare car a. 5 i le eke aC ah Ee eee a 3, 662 4, 027 10, 780 91 34 
Bien Villek fs Sea ET eeien ct neem eee el etoeer et 2, 860 4, 289 9, 950 67 29 
IBOSSIORE SSF 9a 2 a EE ee era 2, 449 5, 661 19, 000 43 13 
Caddo teas ae Geshe see RS eee 0 8, 963 160, 432 0 0 
@Walcasi€Ne SNe ek PAWS Melee Na ant nen ea enoee 1, 913 6, 452 32, 006 30 6 
Cal diw cL oe i oes CRUE eee ee ge A ees Monies eae 2, 314 3, 494 6, 567 66 : 35 
Cameron = SEA eee Nhe ae ie he ee ne ae 1, 562 3, 973 5, 234 39 30 
@atanoul ass se pee ees eee ee ees 3, 118 3, 985 6, 830 78 46 
OVEN covey a dys ney Snap eer gu eae EN eg eee a GLO SS 2, 015 3, 837 20, 144 53 10 
CWONCORGIA SOU aD ent Ae ia wees een ee 2, 285 3, 47 8, 638 66 26 
TD XeRSYOL RO ee ee eee Pears g lS ane yur Lee eT SEU 3, 330 5, 707 17, 685 58 19 
MastiBaton Rouge: Se See ee 414 6, 036 118, 281 7 (3) 
Hast Carrollacis sk A ree no een eee 1, 349 3, 548 8, 410 38 16 
HMasteliciangtee.- 2 ee ae eee 645 2, 247 5, 915 29 11 
Evangeline: 0) Sos eh eae ee ena ve 1, 788 5, 741 9, 706 31 18 
Praralksl tks = Gis oes eee SGN ea mat eh scree oes 3, 609 8, 264 15, 044 44 24 
(ORE ay Rego ee eh pened aconene eye a A ea a 1, 944 2, 441 7, 479 80 26 
beri ase = Se Sak er a ane ee re Re 376 3, 991 15, 916 9 2 
Tbenville 232 28 ce oan ee eee Jeo Cie ees 707 3, O11 11, 539 23 6 
TACKS Ome Us BCU 57 tenn UN Se Ree tet a eee ree Jen 1, 768 2, 393 6, 595 74 27 
B ACVUCSS YOY 0 ee NL ees Ts OS SP ae eS Se 553 4, 666 42, 017 12 1 
JEHersoneD aviSes — ts owe er ee arate Meee Ua Nes 574 7, 614 15, 210 8 4 
Waa yettes eee ee oe ec ies 168 4,979 18, 089 3 1 
BATOURCHE Se Sete sues OS RAs CLS a ir ie a 1, 101 4, 662 12, 396 24 9 
Wa Salle 245 Eee eee i et a crea eee ee 2, 566 2, 710 7, 041 95 36 
HGITICO LMR Roe NE eo bes AS DS hp ea eee 814 2, 134 9, 423 38 9 
PH VAINS SELON E Gas ee Sa ee eee 2, 372 3, 565 5, 798 67 41 
IVES ISO 1a Oe ee ee ae ce ree Nr ee 3, 875 5, 860 11, 530 66 34 
IVPOTE HOUSES fee seen to dee tenn al ee eee 1, 871 4, 401 22, 890 43 8 
INatehitochesii! wae maui is Seas Dee ee 4, 294 7, 706 18, 171 56 24 
Orleans: Sy SS Pie ie ee 739 1, 025 626, 478 72 (3) 
Opach i tae ee Tay eee her Se 1, 625 3, 605 64, 368 45 3 
PIS GUCIMINES Moe BCC a eee aa aR eo ee ee 130 2, 703 6, 092 5 2 
Pointe: Coupees tats See ed Se 1, 091 3, 868 9, 172 28 12 
TEA DIGES hee eS BE LO Sa ney eee 2, 811 6, 169 34, 537 46 8 
RedtRivers 20h 00 2oe oa eae enone 1, 503 3, 162 7, 030 48 | 21 
Ich an de ea ke a) eee ene 2, 455 5, 644 16, 186 44 15 
Sabine soc0 outs ie Van Ste Ge ee Ren Rees tn 3, 359 4, 133 9, 370 81 36 
St Bernard (se ovenit etn oer ee eerie mane 209 2, 594 15, 619 8 1 
Sty Gharlessats2) Sic Ss Rees See See ee 741 2, 560 18, 060 29 4 
Stibelenaneens see Se LB Gale beeen By sien ooo 1, 175 1, 595 2, 378 iG 49 
STAT AMES ose eee eee dk eee Nerve Iannone 235 2,179 8, 975 il 3 
SteyohnitherBaptisies as eee ee eee 224 1, 563 7, 801 14 3 
SS Ease GE yet ie ge SO ee Se 1, 944 9, 609 25, 272 20 8 
Stellar tineee ne Seer iad toy ie eh. seen eterna 817 3, 048 6, 329 27 13 
SteeMiariy? © eles UU ea Oe ae nas eee ae 500 4, 163 18, 182 12 3 
StarRamimanmiy wesc One ee ire ure cts ae onm 4, 384 4, 671 14, 820 94 30 
FRAN TIPAN OA Lae oe ae ee PROC d sl BREE Paes 4, 417 5, 985 20, 730 74) - 21 
FROTISAS See this ot nese PE Sy ep eo 2,177 4, 596 8, 626 47 25 
EROTTODONNC ee te ee et ee 1, 151 4, 923 11, 303 23 10 
Winion sae a2 le eee oe eg Oe Ey oe 2, 812 3, 652 9, 824 77 29 
Viermnili one eons e ene Se Ne eee 587 7, 345 13, 273 8 4 
Meron ne? a2 os 0S Ebi 28 bear Br SE ORE 5, 231 5, 5389 11, 324 94 46 
Wiashine tomes: 2 oe eaten ae 2, 548 3, 735 16, 696 68 15 
AWE bShe ree ee See ern i ne en Pee eee 1, 729 3, 729 21, 134 46 8 
\UV@OAB IBA HOre) TRO b ees ee ee 415 1, 668 8, 245 25 5 
Wiesti Carolla nite un ea Pee ee 1, 420 2, 408 5, 579 59 25 
Wiestpbelicianae sete eae he OR a ce 934 2, 044 4, 434 46 21 
Wannteeere see shoe sees Ur eee ae ee 3, 055 3, 389 7, 452 90 41 

1 Sources of data: Column 2 compiled (30, pp. 131-148, tab. nos. 5, 7-12, 15, 16, 19, and 20, col. 6); column 3 
compiled (30, pp. 125-48, tab. nos. 1-5 and 7-20, col. 6); column 4 from (30, pp. 262-263, col. 1); columns 5 
and 6 by computation from this table. 

2 Includes all of the fresh water marsh, the area of which, according to correspondence with the Southern 
Forest Experiment Station, is 85 percent forest land, but does not include any of the salt-water marsh, 
10 percent of which is actually forest land. 

2 Less than —0.5 percent. 
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MISSISSIPPI 

In Mississippi the official State classification for taxing purposes 
includes the catagories “‘timber and timbered lands”’, which is practi- 
cally all forest, and ‘‘uncultivatable lands’’, much of which is cut-over 
and second-growth forest. This classification will serve as a rough 
estimate, although it is not quite so good as the one for Louisiana, 
since ‘‘uncultivatable land” probably includes a good deal of land 
that is not forest. Thus estimated, the ratios of forests to rural real 
estate and to the total tax base are shown in table 77. The ratios of 
forests to the total tax base range from 3 percent in Lauderdale 
County to 59 percent in Greene and Perry Counties. The distri- 
bution of counties in the ratio groups follows: 

(PIU FOSS ae A a Lap ap) 08s 21 A TT A ROO ena LE 15 
MOT ZO WTOC Cait URANUS RN OA NNOIRRE DS RENAN at Note pa NNN ie toy Race ai 43 
BUSAN GY ey yerereue ri id OASIS aA SAO Lf ok Ie Neel i ge RN la ea LU WG 
DO LOMO CTEC Cla iy ta oregon ec epee COONS LE eM ee ad te I Na 7 

The ratios of forests to rural real estate range from 7 percent in 
De Soto County to 94 percent in Pearl River County. The distri- 
bution of counties in the ratio groups on this basis is as follows: 

PU) FOX EH CST ON RM Meo I eh, NRRUE I sg eI) A el Ng Ug 2 
TPAD nf OVSveVLe NaN GA Ney OM a AP aN 2 oS a ID gt Og RI Se 14 
SO TAQ MOCRC EIGN, sete NU RRNA DUANE AT AUN lll GUNN AN UN VO PB a MID 23 
SO GfS): OVE ECL SH ONY ea AN oe GIS TU eS TE Ss a Sa AG lV alga oh 39 
SOS LOO er cents arraree Mm Une m meme RMN Op) IU MCP NM a Nel aia a AS pl 8 

TaBLE 77.—Forests in the tax base of the counties in Mississippi, 1928-29} 

Ratio of F Assessed value pasos eine 

SOLU Forests? | Rural real All oe to total 
estate property tax base 

1,000 dollars| 1,000 dollars} 1,000 dollars penceny rece 
4 1 HNL EAT SPOOR GE ARON ST CVE ct ll 1) 1, 300 3, 099 13, 079 

FICO) CoV eples Be INE Seca TE 8 eae I CS ann 627 1, 923 8, 434 33 7 
PATTI Gates aa os) OAR a Rl er ORE RLU 2, 036 3, 308 5, 312 62 38 
aN pa) Ee URIs ES a aR 2 IoC 1, 288 2, 244 5, 612 57 23 
Bem Cora eae ta a0 PY a Sle SN 854 1, 909 3, 189 45 27 
TBO) MUS yo ei NS cc NAPS PR oS 2, 143 18, 174 28, 867 12 ai 
Calhoun Uh Mar MMe aG eA Mae OB en TET 1, 667 2, 483 3, 769 67 44 
Carroll Ne eee Bure eee WU ME a eA ie Ue EAU i 1, 074 2, 319 4, 274 46 25 
WICK ASA Wi cies seer uy Daur RE erat NOt aan 1, 563 3, 190 6, 735 49 23 
COD OY OYA EES Hs sf el SU Uh ENE a A 774 1, 330 2, 900 58 27 
@ lai orme tse suas GST ee aed OS ues A Oe LLM 1, 130 2,177 5, 092 52 22 
lar kewwn ie manila ane eies OU IE ae ek ear ee 2,012 2, 974 7, 361 68 27 
Gay a ON ie tC al eet pl RU wed 886 3, 241 7, 092 27 12 
(QR Yo Ta Lea elas the Ee Leek DE a TE 0, pally a eg ae 1, 765 12, 352 25, 109 14 7 
Copia Sess ails Pinay ee NEI pa ads NA Eh 2, 199 3, 952 10, 579 56 21 
Covi et Onsale pe ie Mae armors seni eel any Senile teh ry 950 1, 804 3, 673 53 26 
ID ERS OCOD Pe SLES ISL EE ee OU ARON 2A es 350 5, 058 8, 792 7 4 
IHOTTES Thee Uy Tica hae Ay eI aia et se a 2,111 3, 164 19, 081 67 11 
DE ATU RA Try eee eee sem nar tere meee 2 Pe yeti LORIE) 1, 503 1, 893 4, 215 79 36 
GeOrce tess ewe Miele oh Ea A i trey ae 2h 1, 934 2, 319 3, 371 83 57 
GOTO Nee a UND SSIS ea RN 3, 606 4, 088 6, 097 88 fi 
Ge Tia Cl ia tae eee er TDI ete SEES tat 2 772 1, 922 6, 478 40 12 
ETAT COC Kee a a ar te WN ee Ue ah ia ak 926 1, 241 6, 840 75 14 
TELAT TIS OTe eee ee Sas aN Ae CRON eS gL 2, 417 2, 940 28, 665 82 8 
TERT SE Ae LRN RE) we EN DEE Se we 2, 400 6, 796 49, 978 35 5 
MEV OUTINGS See se a Fp Mesh Whe pee on fete ra Haste 1, 470 4, 480 12, 695 33 12 
EMM PHL y Ses soe ae ANA ee es 1, 359 6, 138 9, 631 22 14 
ESSA CITTO Tee ee amb ee  em BNINE e SEMA LT o T 1, 444 2, 853 3, 480 51 4] 
DG TEA fee OT OF ek UG CAIN LAU alg nN eg aT A 964 1, 578 2, 486 61 39 
JACKSON EA AUR Mnh aes eitis tls GUN PRUE Ae 4 SME 2, 035 3, 062 10, 107 66 20 
CIEXS OY Sygate PR TRO ph kV lh 2, 039 2, 860 5, 183 71 39 
Jefferson_____________ chi AES Co 9 oh De Be AREAL 1, 186 2, 321 4, 662 51 25 
JETMETSONED) ays eee Wisse hs UN Le aes she ak 1, 086 2, 201 3, 476 4G 31 
(DOVE afd 7 cashes fe RD aN et a 2, 218 3, 892 18, 759 57 12 
Vy a0 OVS) ee UR Rahat tn a RY a 1, 786 2, 632 5, 284 68 34 
Wafayettesene escape ence rhe Lun Mi tao I 1, 184 1, 901 4,721 62 25 
GAT ATA See es RD Rp AIR oe UE ee 2, 524 2, 996 6, 643 84 38 
Maid erdal eer fs keke) ge CN el et 987 3, 631 29, 699 27 3 
WA WTO COe se teen ee oe Ne Se 1, 041 1, 732 3, 656 60 28 
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TaBLE 77.—Forests in the tax base of the counties in Mississippi, 1928—29—Con 

’ 

Assessed value Ratio of Ratio of 
Ue oe ET ee eee eon We ORESUS ty 

County to rural a 
Forests? | Rural real All Teal €S- | tax base 

estate property tate 

1,000 dollars| 1,000 dollars| 1,000 dollars| Percent | Percent 
8 Wetlore tees et sk ee si a ee 1, 740 10, 574 20, 800 16 

Toin COMMA Sere ere eee ee ee ek ae ee 1, 469 2, 803 9, 827 52 15 
JGOWMNEESE Se ob Ch ae ee 1, 006 4, 533 12, 579 22 8 
MEA GISOT Es eS eee Bese a eee nae 440 5, 623 11, 907 8 4 
WAY [eV eho a Va adi MEN a Robe i ko ee eee 1, 450 2, 278 5, 484 64 26 
Miarshialiic ee 2 = 82 22 (ea ies ee a eee 1, 419 3, 236 eas 44 18 
MONT OCS S22 e3 toe 20 ae eee 1, 818 5, 664 12, 833 32 14 
Monte OMeny sss ee ee eee 678 1, 503 4, 698 45 14 
INeshOD ates: 2 a= Sees eeeae eterna ae 1, 630 2, 575 5, 536 63 29 
ING WitO mn se ce we erie ON Eh ata alee Nae a 1, 262 2, 519 6, 819 50 19 
INO XU COLA ae Se ee Ue eae an 3, 349 6, 311 10, 158 53 33 
Ohi be lias eee a eee ea en 1, 307 2, 799 6, 259 47 21 
IPen0] aes eae = Soe ae are eel ae eee eee 1, 295 4, 190 9, 490 31 14 
RearlwRiverss 2. 26) 2 a en ee 6, 493 6, 943 12, 427 94 52 
Wee) ae ere I ee Se eee 2, 660 3, 096 4, 472 86 59 
Bikenees sec ee Linn Ger CaN alee eee ee Cie 958 2, 186 10, 622 44 9 
POM GO EOC Be eae ee rare LS ane es 1, 265 2, 647 4, 630 48 27 
IPTEMtISS Hass So ee ee 982 2, 590 5, 209 38 19 
Quitmans ose Ss ee ee a eee 1, 519 6, 858 10, 077 22 15 
TPE) ahr a a ee ee 2, 076 3, 427 6, 734 61 31 
Scotts 22. Dee ati es eo ee 1, 707 2, 256 5, 880 76 29 
STDS TE 0 yy apes a a nn er er 1, 506 3, 343 5, 657 45 27 
FS) 0001) OLY Op 0 LANL Se Dc BEN Eee ee es 2, 473 3, 489 6, 678 71 37 
Sit se ee Sea ay oo eee ee ek ee 2, 944 3, 662 5, 042 80 58 
StOne sss sre estes en a res ere aS ae et ee ae eee 1, 626 1, 973 3, 230 82 50 
Sunflowert: 222s 27 Sea al ae ee 1, 507 15, 770 23, 690 10 6 
Mallahatchicwsei' fo sone ee oe ee cae 1, 879 6, 618 12, 055 28 16 
A BES a eek Ue SN aa og ay a ee aa 687 2, 948 5, 591 23 12 
Tp Danses SSS Sa 2 ee sR a a a 871 1, 993 38, 874 44 22 
ARTS IYO TIDINGS Oscars ee oe a ree 819 1, 450 4, 316 y/ 19 
AUN CA: Soe ses Oe ee Dau eee ees 1, 487 7, 989 10, 989 19 14 
(Win T Ome ae ee PS ee Sk a Ln eee 1, 036 2, 880 6, 330 36 16 
NTA Eee DUE a ee ae 1, 126 i 3, 312 56 34 
Win Tr emesis eee ee RA ae Ce eee 1, 330 3, 005 22, 885 44 6 
A's ETSI EOD oF 0) 0 nent ei a A oe, oe SR es 2, 008 10, 645 28, 120 19 9 

Era 0a Wa es Se ee ee se eee eee aes 3, 244 4,199 7, 020 77 46 
IWiebstert = i222 oe Oe eee aS Se 963 1, 604 3, 118 60 31 
ATAU) ab avsfoy o Wea ese ee men eee gee SN ies Se 2, 604 3, 532 5, 929 74 44 
WANS tO ne eee oe ee Be nee 2, 137, 3, 043 5, 688 70 38 
GEN Co) Ob FS) as Se a ee SE EN Ph ee SN 716 1, 520 5, 765 47 12 
RYSAZ, OO et ee Ae tier oe bs ee es eA Nee rie 2, 164 5, 709 13, 816 38 16 

1 Sources of data: Columns 2-4 (91, pp. 9-12); columns 5 and 6 by computation from this table. 
2 Includes ‘‘timber and timbered lands”’ and ‘‘uncultivatable lands.”’ 

CoLoRabDo 

The forest lands of Colorado are for the most part in public owner- 
ship and, therefore, have but a very small part in the tax base. The 
area of privately owned forest land in Colorado, as given in table 68, 
is 2,579,000 acres, whereas the total area of the State is 66,341,000 
acres (94, pt.3, p. 205). This situation is typical of all of the States 
in the South Rocky Mountain region. 

The Colorado Tax Commission (87, p. 90) in 1928 reported only 
597,881 acres of ‘‘timberlands’’, which obviously does not inciude 
cut-over forest lands. This area has an assessed value of $1,280,000. 
Data are not available as to the assessed value of the remaining 
2,000,000 acres of privately owned forest. But the assessed value of 
the timberlands category, which probably contains most of the valu- 
able forest land and which also contains some other elements besides 
timber, will serve to give an approximate idea of the assessed value of 
forests. ‘Table 78 shows, for the 16 counties of Colorado which re- 
ported taxable timberlands, the ratio of forests (tamberlands) to rural 
real estate and to the total tax base. It is evident that forests occupy 
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a small place in the tax base of these counties which contain most of 
the privately owned forests of Colorado. In only 6 of the 16 counties 
which report forests do forests make up more than 0.5 percent of the 
total tax base, and in only 9 counties do forests constitute more than 
0.5 percent of the rural real estate. 

TABLE 78.—Forests in the tax base of Colorado Counties reporting taxable forests, 
1928 1 

ESESSED NETO pane of pede of 
orests to | forests to 

County +) ural real All rural real | total tax 
Forests estate property estate base 

1,000 dollars |\1,000 dollars \1,000 dollars; Percent | Percent 
AT CHUIC EAM ae ne Se ee etl Se UR oe IE 3 89 1, 650 4, 652 5 2 
Costilla____- Teed OED eed NEN OR daen nN om a a RAN 4398 3, 395 . 6, 337 12 7 
ATO OTC Se eae She ae ae ee Lt 16 1, 107 1, 888 1 1 
Gra ee st SP ak Ve ES a ee ID 244 2, 804 5, 580 9 4 
NVC RSC Tae a eget A I Hn eA 8 1, 902 3, 559 (8) (5) 
TES GN yea a a BS a Wea 67 9, 201 13, 481 (5) (8) 
TOPE) EE i a LA a el tafe ao eM ete 31 5, 609 15, 507 1 (5) 
TEGVE) INGO Ba EHS} ie ae a Fg oe Daeg ee pata 300 16, 136 40, 824 2 1 
TANG COV aU EVA DS of ees Re De mee ee th eee 19 3, 311 6, 542 1 (5) 
OUT A ya tO lie ee Sila) ol ae Ns wee u 1, 999 4, 034 8 (5) 
RIOEBTAN CO eee sat eS ee ee aa (”) 3, 526 6, 125 5) (5) 
TEU O UG Eee ores Baek Ee Ce ES eR tu ce ray a eS 134 8, 428 15, 241 2 1 
Samael ae Gee re PEAS RE 2 PST 2 1, 964 3, 376 8 (5) 
Same oe eee tes ce Os a ee Peal ed 6 2, 733 6, 016 8) 5) 
SLIM MGSEEMEE HRA ME RAG Rs al ee ps ate id Ld 82 1, 935 4, 545 (5) 5) 
PES LTC Tye a a a es EE I EN pe 17 2, 804 5, 336 1 5) 

1 Sources of data: Columns 2-4 compiled (87, pp. 46-47, 40-65, 88-91), respectively. Columns 5 and 6 by 
computation from this table. 

2 Includes timberlands only, except as specified. 
3 Includes improvements. 
4 Includes arid land. 
5 Less than 0.5 percent. 
6 Includes oil land and improvements. 
7 Less than $500. 
8 Includes stone. 

IpAHO 

In Idaho a rather complete classification of the various kinds of 
property is required for assessment purposes. Of the various cate- 
gories of real estate, the three designated as ‘‘timberland’’, ‘“‘cut-over 
and burnt timberland’’, and ‘“‘standing timber owned separate from 
land”’ constitute practically all of the forests. Out of the 44 counties 
in the State, 14 report forests for taxing purposes. 

In these 14 counties the ratios of forests to the total tax base range 
from 1 percent in Elmore, Idaho, and Nez Perce Counties to 56 per- 
cent in Clearwater County (table 79). The counties are distributed 
in ratio groups as follows: 

(VAS) FOVENE ETON Bs SE oy IONICS gS SIR 5 a ge i ne so a 6 
NO 2 OPO Ce WG eee ep ee eee eee eae EN ae A EO NE aka ee ot oe ala Nel Ulead 7 
SO OMELET ira amma ticieiay sua, Mea NR es eerie aa gh os ot le a 1 

The ratios of forests to rural real estate range from 2 percent in Idaho 
and Nez Perce Counties to 81 percent in Clearwater County. The 
distribution of counties in ratio groups is as follows: 

(0 00)" OVS ake 8 EN aR aah TE Te Se Ae RRO Vag re 4 
JUDAS S OETA Bee yee elt py Egg ee a a ty gn 1 
BHO SAUCY Toyensrefe ae cs nae crete me Pe IE SRE eS A eg 4 
BLUES /Q). JOVEN Gils are nc gh a Na a YS a re 4 
SOS MG OR Mer Cera Ge eee ss tes ee epee ee patie Belge UL eseayoh ube steal tays yuie zal! De te Ul oa) dbl ee 1 
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TaBLEeE 79.—Forests in the tax base of Idaho Counties reporting taxable forests 
1929 } 

Assessed value patie of | Ratio of 
orests to | forests to 

County Roreste.2 Rural real All rural real | total tax 
estate property estate base 

1,000 dollars |1,000 dollars |\1,000 dollars| Percent | Percent 
Os CO2Ts 0 a Case ca pe pal es A Nh a 1, 352 3, 700 4, 803 37 28 
RCN Wee a Sr re AG ya eg 2, 650 3, 596 9, 423 74 28 
1B Oy sate Belper ee epee ees mene Oe ALTE i nai ee AU 778 2, 016 3, 491 39 22 
1B os ay 0s) oie ee pen yeh sen ane an aay eG DSS me 2 3, 372 5, 067 15, 807 67 21 
TES OUT RT Yes De eg Se 1, 063 1, 876 5, 623 57 19 
LOS TRV in Ee) gay erento ped ee cease Sees Sl 5, 695 7, 038 10, 190 81 56 
BO IMOR@ eo oie Oa er San ce oe 118 2, 036 9, 601 6 1 
1G EE a0 eae aces Se SINE earls DE ok ea 150 9, 902 14, 091 2 il 
a CQCGY OY Fos a hs) AE esr pei i MESSE ES NEE ee ee 2, 164 5, 079 18, 213 43 12 
d DRs¥ i) eae ie Ne UN eh EN A se ne 2 1, 658 11, 346 17, 807 15 9 
OWS See te et Sb a PE NA ay EU SAE Bihan eg 415 5, 872 7, 984 7 5 
INeGZ Recerca ee ee pepe ne Ne eee ee 174 7, 986 19, 545 2 1 
Slr@sh ori eats eats Sis Sa SI kee elas Mes 2, 006 2, 586 24, 966 78 8 
BTCEU PEN gees CARE enters ee OO hate Whe Re A as ne as 1, 396 3, 246 i Oe 43 26 

1 Sources of data: Columns 2-4 compiled from (88, pp. 72-73, 78; pp. 72-79, 85, 124; p. 178); columns 5 and 
6 by computation from this table. : 

2 Includes timberland, cut-over and burnt timberland, and standing timber owned separate from land- 

MontrvANA 

“Timberlands”, a category which includes most of the forests in 
Montana, are segregated for tax purposes. Out of the 56 counties 
of the State, 12 report this type of property to the State board of 
equalization. The ratios of forests to the total tax base range from 
less than 0.5 percent in Carbon County and in Lewis and Clark County 
to 21 percent in Lincoln County (table 80). Eight counties are in a 
group whose ratios are less than 10 percent, and four counties fall 
into the 10-to-21-percent ratio group. The ratios of forests to rural 
real estate range from less than 0.5 percent in Carbon County to 
62 percent in Lincoln County. The distribution of counties in ratio 
groups is as follows: 

O-Gipercent se. fe Sk ei as a eel ar ee pee al ee ee ee 
LOE ZO MERCH TSE LAL] eRe BONE S82 Re hE NEA AI cece ee (ee Mie ht Eee abide rem ee eee 
30-49 percemts 26.65 Sah as cs ey ie Bis A ee es) Rae Ae Ee a ee 
50-79 percentie 26 i Ge ee holed ay sale Cl yeaa eit a Sie a Gales) See eee he He OO 

TaBLE 80.—Forests in the tax base of Montana counties reporting taxable forests, 
1928 1 

Assessed value? Ratio of | Ratio of 
———__________———————_| forests to | forests to 

pouty Forests3 | Rural real All rural real | total tax 
estate property estate base 

1,000 dollars |1,C00 dollars |\1,000 dollars| Percent | Percent 
COE el OY 0) ayaa a ed ee ee ea a es 7 3, 073 7, 649 (4) (4) 
RUT Gee ee Dine elles CU ae AE 1, 812 5, 078 12, 735 36 
GAT Ce eas hE ie a ea LEE 93 1, 079 3, 687 9 3 
Ba eC ES SA Na SS) a Ss iP a AD 342 1, 859 3, 524 18 10 
Rewisand © larkss © ace oss Renee nas 49 2, 660 16, 050 2 (4) 
1 Gry D060) Bae eh i ee et ee ae 1, 283 2, 076 6, 191 62 21 
VET Tae Teen] eek Be te aE PE See See NAB ie et 135 434 3, 646 31 4 
IMaSSOUl aE Gass Ss ae Rea eet ee eee 966 3, 154 15, 131 31 6 
Pr Kanes eam ate ct ve ENE Lp ee ae 50 3, 851 9, 548 1 1 
ID OW CBee nae led Aah eee AAS ae Se RE ee 250 2, 317 6, 396 ll 4 
TIER ehs wig NA esa cea pis ieee Saal et ASE Ne UA aL 427 3, 242 5, 788 13 7 
Sanders Mase see ee ee ae ee eee eee 780 | 1,791 7, 174 44 11 

1 Sources of data: Column 2 (92, p. 55) (value of timberlands multiplied by 0.3); column 3 (92, pp. 55, 57, 59) 
(all agricultural lands and improvements, timberlands, waste lands, and improvements on mining claims, 
multiplied by 0.3, plus the value of mining claims, and mineral reservations); column 4 (92, pp. 106-107) 
(total taxable value of the counties); columns 5 and 6 by computation from this table. 

3 Termed taxable value in Montana. 
8 Includes timberlands only. 
4 Less than 0.5 percent. 
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OREGON AND WASHINGTON 

In the two States studied in the Pacific coast region, Oregon and 
Washington, it was not generally practicable to separate grazing lands 
from the forests. The value of forests in tables 81 and 82, therefore, 
includes the value of grazing lands. In the west-side counties of both 
States, however, grazing value is a negligible quantity and the figures 
for forests in these counties are quite accurate. The best data are 
probably those for Grays Harbor County, Wash., where a rather 
detailed study was made. In the other counties of both States the 
forest category includes a miscellaneous assortment of other elements; 
but, as in the case of other States, there is a compensating factor due 
to the fact that forests held in conjunction with other uses are ex- 
cluded from the forest category. 

The ratios of forests to the total tax base range from less than 0.5 
percent in Multnomah County to 71 percent in Tillamook County 
(table 81). The counties are distributed by ratio groups as follows: 

SORPTION We a alia 5 
INCAS) SOY STALE ON age ph eM as es ae Ne a Re ee peta A 14 
ee LOMO DGC TUU meee Ste Meo Dele yes iy eer Oe BIRR CYS UNE UN Ne 9 
oO) OI IO TRC TL ep ae et py A ly AS RN IE i AAR oe RN 8 

The ratios of forests to the rural real estate range from 2 percent 
in Multnomah and Umatilla Counties to 91 percent in Clatsop County 
(table 81). The distribution of counties by ratio groups is as follows: 

(DAD) GY Se StS ag pS IE a I a oe ee lp 4 
NPA) OG Sere ON ESS, 2 ED SE lr aN ce ec ae aay eve cae EN of 
are LO AIEEE LN eens ments eer tea men ares tegen Mey AS LN VSL AU See aN A iy a ool oes ala a 8 
BOCES) OX STE te a gs Sac) 2 Aa SS ey fl eC) lpn 14 
SOMO Oren erat epee NO hs eave INN ss yea OA ai It hy 3 

In the case of Washington the ratios of forests to the total tax base 
range from 2 percent in Spokane County to 67 percent in Jefferson 
County (table 82). The counties are distributed by ratio groups as 
follows: 

(QE) J OXETESST OU RECESS 50s ae eyo lO PST Oe Mn CAL A LT NGG 1} 
VAD S PAS) if OXSa HERON Gh St a eg a A ele 14 
BIDE SANG), 11 esi XENON tenet nam lk NI age NSM gp ayee ER MN Ng a 8 
USO SZ) Oey eC STON a Uys aU 0 AAU KE De ag Ye Cag eM 5 

The ratios of forests to rural real estate range from 5 percent in 
Whitman County to 90 percent in Clallam and Jefferson Counties. 
The county distribution, by ratio groups, follows: 

(DAD) Oe ENON a see ap I RE Pe Ny aN a es A an pee 6 
N29 Beto Cy ee Tn eat ney arg yee CONE HY SNA UAL Mo Re ay NU as Rove hh ae 7 
SLD AUG) OSTA GS TON i eI Me ata SG Pat Fe Sa A a apn 9 
NDA R  OCET ETON i PE Se i ml UA pe eg 10 
SO NO Opec emit meme tls RAAT ey eR 2 TC tel ie ae I ge 7 
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TABLE 81.—Forests in the tax base of the counties in Oregon, 1928 } 

Ratio of pintio of 
—  ———_| forests to | forests to County K rural real | total tax 

Rural real 
Forests 3 shite property estate base 

Assessed value 

a 

1,000 dollars |\1,000 dollars \1,000 dollars| Percent Rovcent 
Bakers. tee Sok Ss ee Re ee 4, 326 11, 554 19, 677 37 
SON tone tes it ee a ee ee 1, 300 7, 185 12, 839 18 10 
Clackamas oh" ick 8 ae ie eal ae ete EE ieee 7, 191 16, 608 28, 477 43 25 
GTR ESO pp ee ra a ern eee eee ee 14, 942 16, 497 28, 023 91 53 
Columbigeei ss: shoe het JEP eee 6, 351 11, 550 16, 101 55 39 
COOSH See a TE SE Se Oa ai oie ere 10, 012 14, 859 25, 845 67 39 
COO Kee ee en are ee eee ee ae 2, 853 4, 448 5, 593 64 51 

Pye cg! Sei Sees SUR TA eee Beh sas es 3, 097 4, 862 5, 868 64 53 
ID ESCHUESS eal ee eee eee ee ees eee 2, 733 4, 992 8, 780 55 31 
WOUclaS:. cose sen oe te ee ee ee 9, 765 18, 094 26, 461 54 37 
Gilliamise4 a a eee Ee ce ee 1, 244 7, 594 10, 149 16 12 
Grantees een he ee ene eee 5, 029 6, 578 8, 225 76 61 
FRATTIO Yeo Bae nee fae A Ba he ee 2, 830 6, 862 9, 296 41 30 
TOO SRiVver set. escapee eee eee 979 5, 238 7, 687 19 13 
JACKSONS 5. eee PEST Se ee Mee 7, 344 15, 507 27, 944 47 26 
J GLERSOTIy Mets See ee RN Een a eed 2, 633 4, 507 5, 347 58 49 
JOSEPHINE Ss Cae Ss ne ee 1, 903 3, 613 6, 438 53 30 
UGE Tank: rls bangin enters Bee ge PLE Ar ee end NES er 11, 030 17, 625 28, 349 63 39 
DAG 2G Vea see cg IIA ge Py A a tn ON Fe 7, 701 10, 667 13, 650 72 56 
1 0 1; papers: Oana a a Met en eeu ey SOR at cae 10, 170 19, 766 39, 537 51 26 
ITY COMES es ere eee 7, 386 8, 514 10, 937 87 68 
LED TYAS 52S Seca kee ee, ae eee ee es 10, 426 19, 402 25, 986 54 40 

WMalheuric: 33> ose nae eerie ee ae ae 1, 795 6, 039 9, 062 30 20 
WW BN Coy 5 Gees Ge ert eee Coe a 2, 500 22, 631 41, 839 11 6 
IMDOLRO Week eae aes ee 400 7, 979 10, 724 5 4 
HWY Evi tao) cats) 1 Reap mee ee evens wether cee eek es Wp TO Se S 613 29, 115 326, 330 2 @) 
PQ) ates et Le a ee ne een 3, 260 9, 124 12, 544 36 26 
GHEEM aT Seen ee es ee ee cee eee 546 9, 035 10, 648 6 5 
iillamooks 5222 2309 eS ee ee eee 18, 473 21, 700 26, 067 85 71 
LOD a4 1 Fs Slee nea eek se NES OAT Ee 8 32, 055 43, 416 2 2 
UWnion ee Sas Be a ee ae ee 2, 589 10, 827 18, 647 24 14 
INTE Y Ee fe ee ee I TER Ie | 2, 483 6, 914 10, 607 36 23 
WIGS CO eee ae eA, Sa er 2, 518 9, 005 15, 382 28 16 
AVES TATA GOT a ep een 7, 003 19, 267 24, 027 36 29 
Wheelers 2s .cc. Shes 0 re er ae lee ee 3, 361 4, 539 6, 231 74 54 
Wamhillz=2=i22 ple eee tle Sere be Se RR Re Se 3, 382 14, 220 19, 897 24 17 

1 Sources of data: Column 2 (81, 10th rept. table 11, cols. 5, 8) where figures are available, otherwise from 
the Oregon Voter (86, col. 6); column 3 (81, 10th rept. table 11, cols. 2, 5, 8, 10); column 4 (81, 10th rept. 
table 11, col. £0), columns 5 and 6 by computation from this table. 

2 Includes grazing lands. 
3 Less than 0.5 percent. 

TABLE 82.—Forests in the tax base of the counties in Washington, 1926 

Assessed value Ratio of | Ratio of 
forests to | forests to County 

Feaeal ron All rural real} total tax 
Forests ? Aa property estate base 

1,000 dollars 1,000 dollars |1,000 dollars; Percent | Percent 
PAG AINS Soe Se ee oe ere ee ee 728 8, 475 20, 542 9 4 
ASO tS Se ee ee oe Bae ae ee ee 597 3, 824 5, 593 14 9 
Ben TON See ee a a ee ee eee 3, 359 6, 206 15, 342 54 22 
@helans se s8= eae eke eee eS 1, 139 10, 589 24, 577 11 D 
COVE to ee 2 i ee ee ee oe ae ee 9, 534 10, 558 15, 976 90 60 
@ lake ee ee EE aS ee a eS 3, 103 8, 350 19, 339 37 16 
Gol wry ae Ia 469 5, 958 9, 472 8 5 
COWL Eee 8 en oe BO eee 10, 035 12, 269 23, 893 82 42 
1) OU ELAS Se st eee ere or Aaee Le eee 921 8, 554 11, 992 11 8 
HL CTT ee ee 896 1, 490 3, 138 60 29 
Tar KL Tye ee ee ee ee 1, 215 3, 230 11, 724 38 10 
Garfield =e eo ae eee 642 4, 068 6, 061 16 11 
Gran teeta aa ret ee eS ee 1, 714 4, 861 12, 786 35 13 
Grays Harbor 20222 ae ee ee a 12, 767 16, 343 37, 108 78 34 

1 Sources of data: All counties except Grays Harbor—Column 2 (84, Proc. 1926, p. 23, cols. 2and 4); column 3 
(84, Proc. 1926, cols. 2, 4, 6, on p. 28, and eol. 20n p. 24); column 4 (97, pp. 48-49, col. 1); columns 5 and 6 by 
computation from this table. Grays Harbor County—Columns 2 and 3 from acreage tax books for 1926; 
column 4 (97, p. 48, col. 1); columns 5 and 6 by computation from this table. 

2 Including grazing lands. 
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TABLE 82.—Forests in the tax base of the counties in Washington, 1926—Contd. 

Ratio of | Ratio of 
forests to | forests to 

Assessed value 

County Ruralrenl All rural real| total tax 
Forests 2 eetate property estate base 

1,000 dollars}|1,000 dollars|1,000 dollars} Percent | Percent 
IG ari ea een renee Soe cee ee ie ee SE ee 1, 091 2, 098 2, 747 52 40 
ICE OES NO 9 2a ae em a ee 4, 622 5, 145 6, 902 90 67 
NIGHT] ope ee eae UL Cos tL Anis cet (BRR Ie as eee Se 16, 297 34, 249 335, 738 48 5 
NKGTES Fy eee eee vet yess a ies: a Se a 3, 811 5, 508 12, 341 69 31 
IKG EG Paste eevee eae ere we Sle. Sele ae 2, 988 7, 716 20, 867 39 14 
Klickitat mares ns oe et tee ee Bee Oe ae 3, 168 7, 084 14, 504 45 22 
JESS AE Se a en ee en ens ae ce ee Ake 11, 866 15, 339 27, 514 77 43 
NG DTYCO Ieee eR LE eke eS ee al Nee ei a 1, 164 16, 287 26, 674 7 4 
IVEAS OTE tte eee mh ee ey ee 4, 156 4, 730 6, 487 88 64 
CONES VAN GY EEN V Spee SN a a Tae VO ae ee 936 4,935 10, 043 19 9 
EAC iif Cee pS Ys ehh ek ce ee 8, 545 9, 578 15, 666 89 55 
Ben GeOreill Ce ne ke ee le ey et Ea 2, 993 4, 082 7, 797 73 38 
IRI CO wee ta Se Bee 8 pee po eo a Bi A 9, 851 19, 578 100, 034 50 10 
ES HS OT: IU Re Oy see DO Oe Ca ERS ee A 221 1, 057 1, 527 21 14 
Ske ori eee Ee es Se a Sn ae eG No BOR: 5, 848 11, 841 24, 867 49 24 
SS Reco ra cpr] a eareap ae re ee reE ras 2, 131 2, 510 4, 692 85 45 
Snohomishiashese see san oe Seem Bee Bele Be 9, 742 14, 640 46, 554 67 21 
FSM OYO)) SCE OY Sh halt Mk paced AAAI Mi Se al ek Me 2, 391 14, 332 120, 004 17 2 
SEE is 11S Meee eee tee Ee He cree Ca 38, 452 7, 776 12, 928 44 27 
SUSU S GO Tne ee) ee SE ee 6, 221 7, 711 Nth CONS) 81 35 
Wiahevakm ees bee a oe ee ae 1, 260 1, 655 2, 260 76 56 
SVS SW ee eta eS a ito ea oP Re 1, 057 16, 544 38, 370 6 3 
Wihatcom a 2s sienna ses ee Een ee one ae 4,991 10, 123 32, 745 49 15 
NTA GUT ES OUEST S i s pee 1, 414 26, 859 46, 698 5 3 
BY 6) kel 2 et se i ee te eget A Ee 1, 713 25, 437 51, 760 7 3 

§Including grazing lands. 

EFFECT OF FULL-VALUE ASSESSMENT 

In some of the areas studied an effort was made to determine the 
actual value of property in order to portray a full-value assessment. 
The term ‘‘full value” is used to mean an assessment based on actual 
value, or the best available approximation to actual value, termed 
here ‘‘estimated value.’’ 

Actual values, or the best available approximations thereto, were 
obtained by comparison with sales or appraisals of sample proper- 
ties, or by direct appraisals of all properties; the methods were fully 
described in the section on the assessment of forest property (p. 105). 

Table 83 shows, for certain political units where assessment ratios 
were obtained, the ratio of forests to rural real estate on the basis of 
the present assessment and also on the basis of a full-value assessment. 
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The ratio of forest to rural real-estate value on the basis of esti- 
mated value is less, in all except six cases, than the corresponding 
ratios on the basis of assessed value. This is due to the higher aver- 
age assessment ratio for forests than for other rural real estate. In 
three of the exceptional cases (towns of Fremont and Richmond, N.H., 
and Forest County, Wis.) the ratios are the same, on account of the 
same or nearly the same average assessment ratio for forests as for 
other rural real estate. In i of the remaining 3 exceptions (Chatham 
County, N. C.) the difference between the ratios is only 1 percent; 
in the other 2 (the towns of Three Lakes and Laona, Wis.) the differ- 
ences between the ratios are 10 and 13 percent, respectively. 

The individual differences between these ratios in the different 
political units, excluding the six exceptional cases just noted, are 
distributed as follows: 

1=2' percent 2 303 Se Beye Nels RY as ee eg ee ee a ee 5 
SCLC GIGS eS as a a pe ee ey ee ie gee 5 
G—-ONpercent: <u ashe 2 Ne ee Oe ee i ae a ee ee ee UL 
10O=19spercen tics 2 je Se Sad Tp Se ee ra eee fet: 
20-29 ‘percent... 2.2 2s See ee ee 2 ee ee eee 5) 
30-39 percents. 232 cro os Se eh Ee espe eye ee ye Le ey 2 

These differences between the ratio of forest to rural real-estate 
value on the basis of estimated value and the ratio on the basis of 
assessed value are quite insignificant (1 to 2 percent) in five cases; 
namely, Beaufort and Macon Counties, N. C.; Richland and Shawano 
Counties, Wis.; and Clallam County, Wash. But in the great 
majority of cases, 34 out of 45, the higher average assessment ratio 
for forests than for other rural real estate increases substantially the 
importance of forests in the tax base. 

CONCLUSIONS 

Table 84 is a summary table which is supplemental to table 67, 
It gives, for each State where more or less detailed studies were made 
the ratio of forests to the tax base (columns 2 and 3); also the minimum 
and maximum ratios of forests to the tax base for counties, county 
groups, or parishes (columns 4 and 5), or for towns, township groups, 
or townships (columns 6 and 7). 
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TABLE 84.—Forests by States and extreme localities ! 

Ratio of forests to 
tax base of the 

Minimum and maximum ratios of 
forests to tax base 

State Counties, county | Town, township 
groups 2, or par- groups, or town- 

Region and State ishes ships 

Rural Total Rural Total Rural Total 
real tax real tax real tax 

estate base estate base estate base 

New England: Percent | Percent | Percent | Percent | Percent | Percent 
INiewaHampshires 2222 sees eae 9 Gls 2eee se sale cea ae 41-82 32-74 
VITO een eae Fatah oa ee Eure 20 13 7-93 7" ) ik Weare ge C4 | SIMRO 

Lake: 
Minn eso tates sees Sa ee ee ee 2 D2 SOs |e eee 64-100 |_-________ 
IWASCONSIM Me ee ne = ee ee ea eae 3 2 2-82 3 —67 28-89 23-86 
IMiGhivanes {it vs. Deu eee ee) 6 Ds | Seach S| re eae 132070 ae es 

Southeastern: 
INorthy@ arolin ae sess see 9 5 35-44 V5 2G is | essere nie leaner ream 
GOUT ATA ee is Ee i er 27 8 0-95 RAG he ST eee al eee S 
IMEISSISSIp pills Se Nook i ee 17 ll 7-94 B= 50M Eee eee ea ee 

Rocky Mountain: 
Colorad ors eee Rye ee Daa a 1 (2) 3 —12 CE | ae ei eT I 
MUERTOS St eR Eels 12 2-81 156s) eeo he ee oT 
Ion tana <2 hobo he Lae! Sete Se Se 4 2 3 —62 Se |e tea be ae gi 

Pacific: 
COS eee TE ape al rare he 3 eae A 36 18 2-91 af A eg a aS a 
Washington: 2.5 3ag3s 2 ees oe ek 18 9 5-90 est fl Bese reg eee Pate SAL 

! Sources of data: Based on tables 67 to 82. 
3 The area in Maine was divided into 2 groups as follows: Wild-lands territory and organized territory. 
3 Less than 0.5 percent. 

Tables 85 and 86 show distributions of the States and local political 
units by ratios of forests to the tax base. Since the counties in certain 
States and the smaller subdivisions in all States were selected pri- 
marily as representative of forest conditions, these distributions can- 
not be regarded as typical of the country in general. 

TaBLE 85.-—Distribution of States by ratios of forests to the tax base} 

States 

Ratio of forests to tax base Ruralresl 
Total tax 

estate 7 
tax base est 

Messithanblapercemtene ees Pek kee ee EE ee es ee ee ee 213 292 
t 16 12 

6 10 
9 4 
4 0 

BY ge) A a a a ype ge ee ae a z 48 48 

1 Based on table 67. 
2 Includes Kansas and Nebraska, where the ratios were not determined. 
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TABLE 86.—Distribution of local political units studied by ratios of forests to the 
tax base } 

Counties, county Towns, township 
groups,? or parishes groups, or townships 

Ratio of forests to tax base 
Rural real Total tax Rural real Motiletor 

estate base estate ase 
tax base tax base 

OLS Percent Aah he RAS LS Ee ee oe Fee en 64 119 0 0 
1O=20; Wercentee eee ea. SUA Re eel Pe) eae 78 142 3 1 
30249 percent= = see TA ee an See eS 74 54 2 4 
5OS79SDET CON Use So ee Ee ee ee a 94 23 10 5 
80-100" percent<s- 32 eee 2 See ee Se 29 | 1 15 | 1 

Potala eck We Wel ee Se Mee naa tee 339 | 339 | 30 | 311 

1 Based on tables 67 to 82. 
2 The area in Maine was divided into 2 groups as follows: Wild-lands territory and organized territory. 
3 In 19 towns the value of all property was not obtained. 

In 22 States, according to table 85, forests constitute less than 
1 percent of the total tax base. In these States a change in method 
of taxing forest property would have little effect on State revenues or 
the aggregate of local revenues. Of the remaining 26 States, 12 show 
a ratio of forests to total tax base of 1 to 4 percent, and 14 a ratio of 
5 to 19 percent. The seriousness of the effect upon revenues caused 
by a revision of the method of taxing forests would, of course, vary 
with the method. The situation would be acute if forest taxes were 
greatly reduced without providing other revenues in some of the 
States where forests constitute a large part of the total tax base. 

In the selected areas studied (table 86), forests make up a large part 
of the tax base of many county or parish governments and an even 
greater part of the tax base of many town or township governments, 
being practically the sole element in some towns and townships. The 
universal application of any new method of forest taxation which 
would deprive the local governments of a part of their revenues, even 
though only temporarily, would mean a serious dislocation of finances, 
which would have to be compensated in some way. If the various 
States should assume and make up this loss of revenue, permanently 
or during a period of transition, they could probably carry the load. 
Those States, however, which depend to any great extent upon the 
property tax would themselves lose revenue if forest property were 
removed from the property tax base, and might encounter some diffi- 
culty in raising funds with which to reimburse their subdivisions for 
losses caused by a change in the method of taxing forests. 

If a full-value assessment of all property could be obtained in those 
political units where forests are an important part of the tax base, 
forest property would generally benefit in comparison with other real 
estate taken as a whole. This is indicated by the fact that in 39 out 
of 45 political units studied the effect of a full-value assessment would 
be to decrease the importance of forests in the tax base. 



PART 7. THE PROPERTY TAX BURDEN AND ITS 
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Page Page 
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PISO TAGS eee tes TL A re eke RO 246e i © ONCUSIONS =. aden o aelee ee Oe ea ol 276 

INTRODUCTION 

The preceding part dealt with the property tax base and indicated 
the place occupied by forests in this tax base. It is now in order to 
investigate the property-tax burden on forests and its effects on forest 
management. 

THE PROPERTY-TAX BURDEN ON FORESTS 

ESSENTIAL DATA 

In a study of forest-tax burden the following data are essential: (1) 
The amount of taxes on forests; (2) the relation of these taxes to 
assessed value (this, expressed in percentage, is obviously the property- 
tax rate); (3) the relation of taxes to the actual value of the forests 
or to the best possible estimate of actual value (this, expressed in 
percentage, will hereafter be termed the ratio of taxes to estimated 
value); (4) the relation between forest taxes and forest income (this, 
expressed in percentage, is the tax ratio as defined in pt. 3); (5) past 
trends in forest taxes as a possible means of predicting future trends; 
and (6) data similar to the above for other types of property for the 
purpose of comparing the tax burden on forests with that on other 
kinds of property. 

The reader will of course appreciate that here also, as with the 
segregation of forests from the tax base, the determination of taxes 
on all forests in a given political unit may be made only approxi- 
mately, because of the practice of levying taxes by parcels or proper- 
ties rather than by types of land. The procedure followed in the 
determination of the taxes on all forests in the selected political units 
was, in general, to calculate the tax rate for sample properties and to 
apply that rate to the assessed value of forests given in part 6. The 
estimates of actual value, used for the purpose of relating the taxes 
to actual value, are the same as those used in part 6 and are therefore 
subject to the same limitations. The most complete and perhaps 
most accurate data are those derived from a special study of timber 
properties in Washington and Oregon. 

101285 °—35——-15 225 
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AMOUNT OF TAXES AND RELATION TO VALUE 

FORESTS AND OTHER RURAL REAL ESTATE IN GENERAL 

The amount of taxes on forests and the relation of these taxes to 
assessed value and to estimated value for the selected areas studied 
are given in table 87. Similar data are also given in this table for 
other rural real estate for purposes of comparison. 

The sources of data for table 87 are as follows: 
Columns 9, 11, 12, 13, 14, and 15 were computed from this table. 
veo 4, 5, 6, and 7 were obtained from table 83, part 6, for all States except 

aine. 
Columns 4 and 6 for Maine are from table 71, part 6. 

The sources for the other columns vary by States as follows: 

New HAMPSHIRE 

Columns 2 and 3 were determined in the field. Column 8 was obtained 
by applying to column 4 the average tax rate for commercial and farm forest 
property in each town as computed from a compilation of the assessed values 
and taxes from the tax rolls of 1928. Column 10 was obtained by applying 
to ee 6 the average tax rate for rural real estate (93, pp. 42, 63, 78, col- 
umn 7). 

MAINE 

(1) Wild-lands territory, a combination of unorganized territory and second- 
class plantations: 

Columns 2 and 3 were compiled from Maine State Valuation, 1928 (89). 
From this publication those properties which were predominantly of a forest 
character were segregated from the other properties. Column 5 was deter- 
mined by multiplying $4 (estimated average stumpage price for 1928) by 28,000,- 
000 (thousand board feet of standing merchantable spruce and fir in the wild- 
lands territory in 1928, estimated with advice of well-informed experts). From 
this was deducted 40 percent to obtain the present worth, as of 1928, of the 
timber, and to this present worth was added the product of $3 (the estimated 
value of forest land stocked with young trees) and 9,308,000 (column 2 of table 
87). Columns 8 and 10 were computed in the following manner: The sum of 
the State, county, and forest district tax rates (from State treasurer’s office) 
was multiplied by the assessed value of rural real estate in each county in the 
unorganized territory (89). To this was added an estimated road tax (10 
mills on one-half of the assessed value of the unorganized territory). Then 
the tax rates for each second-class plantation (104, pp. 6-13) were multiplied 
by the assessed value of each second-class plantation (89) and the sum of the 
products added to the taxes for the unorganized territery, computed as indicated 
above. From these taxes and the total value of rural real estate in the wild- 
lands territory an average rate was computed and applied to columns 4 and 
6 respectively. 

(2) Organized territory, including first-class plantations: Column 2 was 
computed by subtracting the area of wild-lands territory (9,308,000 acres, as 
given above) from the total forest area of the State (table 67). Column 3 was 
computed by subtracting column 2 plus wild-lands territory from the total area 
of the State (94, part 1, p. 81). It should be noted that this figure includes 
the area of platted land, which it was impossible to separate. This area, how- 
ever, is relatively insignificant. Column 8 was obtained by applying to column 
4 the average tax rate for sample properties. Column 10 was computed by sub- 
tracting the taxes of the wild-lands territory, computed as above, from the 
total taxes of the State (90, p. 137, column 8). 

NortH CaRrouina 

Columns 2 and 3 were determined from the tax rolls of 1928 and from field 
examinations. Columns 8 and 10 were computed by applying individual dis- 
trict tax rates to columns 4 and 6 respectively. 
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MINNESOTA 

Columns 2 and 3 were determined by field examinations. Column 8 was 
computed in the following manner: Taxes on cut-over and timber properties 
were obtained from the assessment rolls of 1926. To this amount was added 
an estimate of the taxes on the remaining forest area. This was computed by 
multiplying the average tax per acre on cut-over property by the difference 
between the total forest area (column 2) and the area classified as cut-over and 
timber on the assessment rolls of 1926. Column 10 was computed by sub- 
tracting column 8 from the total taxes levied on rural real estate, compiled 
from the township tax rolls and county records of 1926. 

WISCONSIN 

Columns 2 and 3 for the towns were determined by field examinations. For 
Lincoln County, column 2 was computed by deducting from the total area of 
unplatted land, obtained from the assessment rolls of 1925, the area of crop 
land and plowable pasture land (94, pt. 1, p. 665) which is given in column 38. 
Columns 8 and 10 were obtained by applying to columns 4 and 6 respectively 
the tax rates obtained from the tax rolls of 1926 (Lincoln County, 1925). 

OREGON 

Column 2 is from the Oregon Voter (86, p. 4). Column 3 was computed by 
subtracting column 2 from the area of privately owned unplatted land (81, 
Bien. Rept. 10, table 9, sum of columns 1, 4, and 7). Columns 8 and 10 were 
computed by applying to columns 4 and 6 respectively the tax rate computed 
by dividing the taxes levied (81, Bien. Rept. 10, table 14, column 16) (excluding 
taxes for fire patrol, special cities and towns, and irrigation and drainage) by 
the assessed value of all property (table 81). 

W ASHINGTON 

Column 2 for Clallam County was computed in the following manner: From 
the total area of unplatted land (84, 1928 rept., p. 21) was subtracted the area of 
crop land and pasture land, except woodland pasture land (108, p. 5). For Grays 
Harbor this column was compiled from the acreage tax books for 1926. Column 
3 was computed by subtracting column 2 from the total area of urplatted land 
(84, 1928 rept., p. 21). Column 8 for Clallam and Grays Harbor Counties and 
column 10 for (Se tose County were computed by applying to columns 4 and 
6 respectively the tax rate computed by dividing the taxes levied (97, pp. 72, 
81, column 8) (excluding eity and forest fire patrol taxes) by the assessed value 
of all property (from pt. 6, table 82). Column 10 for Grays Harbor County 
was computed from a recapitulation of the acreage tax books of 1926. 
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In the areas studied, the average taxes per acre on forests range 
from $0.06 to $1.08, while the average taxes on other rural real estate 
range from $0.06 to $6.91 per acre (table 87). In each of the units 
studied, except 1 township of Minnesota and 4 counties of Oregon, the 
taxes per acre on forests are less than those on other rural real estate. 
This is to be expected, since ordinarily forests are less valuable than 
most other rural real estate. The exceptions mentioned above merely 
prove the rule; the merchantable timber present in these areas places 
the forests among the most valuable classes of the rural real estate. 
Of course, the amount of the average tax per acre gives no adequate 
picture of the tax burden, because of the differences in actual average 
value of different property classes. 

Within a given political unit forests may be subject to higher or 
lower tax rates (ratios of taxes to assessed value) than is other rural 
real estate. This is due to the superimposition on a common political 
unit of minor taxing districts, such as school, road, or drainage dis- 
tricts, which may exclude most of the forests and include most of the 
other rural real estate, or vice versa. ‘These differences are not 
generally present except in certain regions where forests are segre- 
gated into relatively large and compact zones. Where forests are 
more or less scattered among other types of rural real estate, there 
would be no material difference in tax rates. A comparison of tax 
rates between forests and other rural real estate in the same political 
unit points out these unequal distributions of minor taxing districts. 

While tax rates are useful to indicate differences in costs of govern- 
ment, they are not a good measure of tax burden, because of the almost 
universal departure of assessed value from actual value. The best 
measure of tax burden is the ratio of taxes to estimated value. A 
comparison of this ratio between forests and other rural real estate 
shows the different treatment that these categories receive in the 
assessment. The ratios of taxes to estimated value also show the 
differences in tax burden between the various political units. 

For the purpose of comparing tax burdens it was necessary to 
determine an average ratio of taxes to estimated value for the political 
units studied. It was found that this ratio averages 2 percent for 
forests and 1.5 percent for other rural real estate. In the following 
comparisons these ratios are used as standards. 

These averages were derived in the following manner: 
The taxes and estimated values of the forests and of other rural real estate in 

the selected areas (table 87) were added, respectively, for each State represented. 
The ratio of taxes to estimated value so derived for each State is thus a weighted 
average. 

ine cenied averages of these ratios are 2.4 percent for forests and 1.4 percent 
for other rural real estate. In computing a more representative average, how- 
ever, the Minnesota data were eliminated. The tax conditions in the areas 
studied in that State, especially as regards forest taxes, are exceptional and 
probably not permanent. With Minnesota eliminated the ratio of taxes to 
estimated value is 2 percent for forests and 1.5 percent for other rural real estate. 

FORESTS AND OTHER RURAL REAL ESTATE IN SELECTED LOCALITIES 

MAINE 

Comparisons of the tax burden on forests and on other rural real 
estate will now be made among the various political subdivisions 
studied. The data for these comparisons will all be found in the 
last four columns of table 87. The average ratio of taxes to estimated 
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value of 2 percent given above will be taken as the standard of com- 
parison for the normal tax burden on forests. 

In the case of Maine, data are not available for an estimate of other 
rural real estate value in the wild-lands territory nor for estimates of 
forest and of other rural real estate value in the organized territory. 
But the great difference between the tax rate on assessed value of 
forest property in the wild-lands territory (1.9 percent) and that in 
the organized territory (4.9 percent) gives some indication of the 
beneficial results to the taxpayers of an unorganized status. For 
further discussion of this matter see part 8. The ratio of taxes to 
estimated value of forests in the wild-lands territory (1.3 percent) is 
one of the lowest ratios for forests encountered in this study. 

NEw HAMPSHIRE 

In New Hampshire the data show the ratio of taxes to estimated 
value of forests to be distinctly high in Loudon, 3.8 percent, quite 
high in Richmond, 2.2 percent, and moderate in Fremont, 1.7 percent, 
as compared with the average for the areas studied of 2 percent. 
The ratio of taxes to estimated value of other rural real estate is the 
same as for forests in Fremont and Richmond, indicating the same 
level of assessment, but it is considerably lower in Loudon (2.2 as 
compared with 3.8 percent), indicating a higher level of assessment for 
forests. There is little or no difference in tax rates (ratio of taxes to 
assessed value) as between forests and other rural real estate. 

Norta CAROLINA 

The data for North Carolina show moderate to low ratios of forest 
taxes to estimated forest value. They are highest in Macon (1.7 
percent), slightly lower in Beaufort (1.6 percent), and lowest in 
Chatham (1.2 percent). There is practically no evidence in these 
counties ef inequality in the level of assessment as between forests 
and other rural real estate. Forests in Beaufort County are subject 
to a lower tax rate than is other rural real estate, 1.7 percent in con- 
trast to 2.1 percent. In the other two counties the tax rates are 
about the same for forests as for other rural real estate. 

MINNESOTA 

The last 4 Minnesota townships listed in table 87 consist almost 
entirely of forests; therefore, a comparison of forests with other rural 
real estate would be either impossible, as in the case of the last 2 
townships, where there is no other rural real estate; or the comparison 
would be unreliable, as in the case of the other two, where the amount 
of other rural real estate is so small that the ratios would not be 
significant. 

In the other townships the ratios of taxes to estimated value of 
forests range from 3.4 percent in Lake Emma Township to 6.9 percent 
in Schoolcraft—extremely high ratios as compared with the average 
for the other areas studied. The ratios of taxes to estimated value 
of other rural real estate are much more moderate, ranging from 0.9 
percent in Lake Emma to 1.4 percent in Schoolcraft. This is due to 
the much higher assessment of forests than of other rural real estate. 
In six townships (Clay, Eckles, Frohn, Lake Emma, Schoolcraft, and 
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Toivola) forests are subject to higher tax rates than is the other rural 
real estate. The situation is reversed in one township (T. 54 N., 
R. 10 W.). In the other township in which a comparison can be 
made (Crow Wing Lake) forests and other rural real estate are subject 
to the same tax rate. 

WISCONSIN 

The ratios of taxes to estimated value of forests in the selected 
areas of Wisconsin range from 1.4 percent in Laona (a town with 
considerable merchantable timber) to 3.9 percent in Little Rice— 
not nearly so high asin Minnesota, yet very high in most of the towns. 
The ratios of taxes to estimated value of other rural real estate are 
in every case, except Three Lakes, lower than the corresponding 
ratios for forests, indicating a higher assessment level for forests than 
for other rural real estate. In the towns of Athelstane, Laona, and 
Three Lakes, and in Lincoln County, forests are subject to higher tax 
rates than is the other rural real estate, the tax rate on forests in 
Laona being particularly high (5.3 as against 1.6 percent for other 
rural real estate). In the other towns there is little or no difference 
in tax rates as between forests and other rural real estate. 

OREGON 

The data for Oregon indicate that the forest tax burden is moderate 
in Klamath and Lane Counties, but high in Baker and Grant Counties, 
as indicated by the respective ratios of taxes to estimated value of 
1.7 percent, 1.9 percent, 2.8 percent, and 2.5 percent. The ratios of 
taxes to estimated values of other rural real estate are lower than 
those for forest property on account of the relatively higher assessment 
of forests than of other rural real estate. The tax rates are the same 
for forests as for other rural real estate. But this is probably due 
rather to the method of computation, where the same tax rate was 
used to compute the taxes for both categories (see explanation of table 
87), than to an actual equal distribution of minor taxing districts as 
the figures would seem to indicate. 

WASHINGTON 

The ratios of taxes to estimated value of forests are the same for 
both counties studied in Washington and are only slightly higher than 
the average ratio of 2 percent for all of the areas studied. The ratios 
of taxes to estimated value of other rural real estate are less than 
the corresponding ratios for forests, on account of the higher assess- 
ment level for forests than for other rural real estate. The ratios 
of taxes to assessed value (tax rates) in Clallam County are the same 
for forests and for other rural real estate. Here also, as in Oregon, 
the apparent equality may be due to the method of computation. 
In Grays Harbor County, where a more detailed study was made than 
in Clallam, forests are subject to a higher tax rate than is other rural 
real estate. 

TIMBER PROPERTIES 

It will be recalled that forests, as defined in part 6, include both 
timberland and cut-over land. It will also be remembered from 
part 4 that cut-over properties are usually assessed at higher average 
assessment ratios than are timbered properties. It would, therefore, 
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be expected that the ratio of taxes to value would be less in the case 
of timber properties than in the case of forests which contain cut- 
overland. The present analysis of taxes on timber properties demon- 
strates that these ratios actually are considerably less for most timber 
properties than for forests in the aggregate. ‘Timber properties are 
those which consist principally of merchantable timber. They may 
include a small amount of other real estate, among which there may 
be some cut-over land. The analysis of the selected timber properties 
is given in table 88. 

TABLE 88.—Tazes on timber properties, and ratio of such taxes to assessed and 
estimated value, in selected political units } 

Wale aNaSOR Ratio of taxes 
to— 

Political subdivision and date Area n ae 

As- Esti- Per Sr Se 
Amount sessed | mated 

sessed | mated acre alee || selene 

\ 

Minnesota, 1926: 1,000 1,000 1,000 1,000 
T. 59 N., R. 8 W. (part of Beaver Bay), | acres | dollars | dollars | dollars | Dollars| Percent| Percent 
AG AKC) © OUTIL Ysera ehh lee ee 11 38 133 4 0. 40 17, 3.3 

Wisconsin, 1926: 
Town of Bartelme, Shawano County -__._-- 3 107 173 2 . 66 1.9 1.2 
Town of Laona, Forest County___--------- 25 367 | 1,573 19 .78 5.3 1.2 
Town of Morse, Ashland County______-_--- 6 134 161 3 . 49 2.0 1.7 
Town of Three Lakes, Oneida County-__-_-- 3 58 91 3 . 85 4.8 3.1 
incolniCoumiyy sss. ae ee 102 | 2,525 | 4,621 82 . 80 3. 2 1.8 

Oregon, 1926: 
West side counties: 3 

Clatsop County a2 a ee 78 | 7,182 | 15, 246 292 3. 74 4.1 1.9 
Coos Coun ty sets see ee eee sll 138 | 2,472 | 10,711 110 .79 4.4 1.0 
Douglas Countyeee ssn ee 99 | 1,677} 5,155 58 . 59 3.5 11 
MeaneiCoun ty tes se EER ee eh 146 | 3,529 | 12,111 101 . 70 2.9 .8 
MEAL TATYY © UTA et kL GC 64 | 1,187} 5,034 46 5) 3.9 .9 
Marions© Ountyae ee se ay Ue 25 523 | 4, 261 18 13 3.5 .4 
Tillamook County___-_------_-_-_---_--- 110 | 6,503 | 15, 373 236 2.14 3.6 1.5 
Washington County_____.-___-__--___--- 22} 1,198 | 2,379 49 2. 22 4.1 2.0 

PA SY OY Se) URN UNE SU a ING Oa OL Re 682 | 24,271 | 70, 270 910 1, BB ah 7 1.3 

East side counties: 3 
Meschutes| County. yeaa 136 | 1,356} 5,873 59 . 43 4.3 1.0 
GQrantAa© orn iby sees ere NE Ly 31 218 660 6 .18 2.6 .9 
Klamath County __--2222 2-2-2. -- 22 ssc. 198 | 3,232 | 10,312 85 . 43 2.6 .8 
AK CNC OUM Tyee oN eee cee yh ee 8 149 | 1,854! 7, 534 41 . 28 22) a 
Union County ies. ve Reha ae Ss See 106 645 | 1,904 15 .14 2.3 .8 
Wheeler County__-_------_--_-__----_-_--- 56 676 | 1,932 15 . 26 IP) .8 

Ota) ewe wen Winky Ne Obes oxigen eee ep te Siu 676 | 7,981 | 28, 215 221 33 2.8 .8 

Washington, 1926: 
West side counties: 3 
ClivlamyCount yee esas a eee eae 82 | 3,287 | 6,378 88 1. 07 2a 1.4 
Cowlitz County____-_-_- 138 | 8,401 | 18, 637 240 1. 74 2.9 1.3 
Grays Harbor County 97 | 8,365 | 11,579 269 2.77 3.2 2.3 
Jetersoni@ounty some see eee 34 |) ¥, 257 |) 2,396 30 . 89 2.4 1.3 
Kner Onim ty eee eda i el 63 | 4,812] 8,361 151 2. 40 3.1 1.8 
Ge wis) COUN tye eee Se ye eS 201 | 8,141 | 25, 352 238 1.18 2.9 .9 
Mason @oumt ys. e ee ea 34 | 2,036 | 3, 066 59 1.71 2.9 1.9 
PAacitic| COuUNLYy i= = aes ee eee Ne 94 | 5,576 | 9,783 147 1. 56 2.6 1a5 
BierceyCounty ee ee 67 | 4,238) 6,991 98 1. 47 7,33 1.4 
ihurstoniCountyee- ee. eee 41 | 3,532 | 3,500 117 2. 84 3.3 3.3 
Whatcom County_____-___________-_____- 28 | 1,019} 1,998 32 1.15 ah 1.6 

OLA sees een nema es eae Me Uy eee 879 | 50, 664 | 98, 041 1, 469 1. 67 2.9 1.5 

1 Sources of data: Columns 6, 7, and 8 were computed from this table. The sources for the other columns 
vary by States as follows—Minnesota: Columns 2, 3, and 5are from the township assessment rolls of 1926; 
column 4 is from field appraisals. Wisconsin: Towns—Columns 2, 3, and 5 are from town assessment rolls 
of 1926; column 4 is from field appraisals; Lincoln County —Columns 2, 3, and 5 are from the town assess- 
ment rolls of 1925; column 4 was computed by applying to column 3 the assessment ratio for merchant- 
able timber, obtained from unpublished records of the Wisconsin Tax Commission. Oregon and Wash- 
Inston; Columns 2, 3, 4, and 5 were compiled from reports of owners. 

iy 
3 Data for sample properties only. 
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The ratios of taxes to estimated value of these selected timber areas 
range from the very low ratio of 0.4 percent in Marion County, Oreg., 
to3.3 percent in T.59 N.,R.8 W., Minn., and Thurston County, Wash. 
The weighted average ratio is 1.3 percent, in contrast to 2 percent for 
forests as a whole. A comparison of the individual ratios in those 
politcal units in which comparable data are available is given in 
table 89. 

TABLE 89.—Comparison of tax burden between representative tumber properties and 
all forests, in selected political units } 

Ratio of forests to 
estimated value 

Political unit 

Timber 
properties All forests 

Minnesota: Percent Percent 
T. 59 N., R. 8 W. (part of Beaver Bay), Lake County--_.-.-_------------------ 3. 

Wisconsin: 
MowntoteBartelmesS hawame, © Ov tye ee oe en ae 
Town Of Waonaeel Ores C OUM ty asp oe ee ee eee ite es eg ae ee ee 
ROW Of VIOESESEAS In ay © OUT yee ae eC 
Rownloethreeteakess Oneid ar ©. oun tay eee ee ee ee 
EFTTA CO LTR: COUT Gy oo aa ae ae a a cee eR Peru ee a RN De 

Oregon: 
Grant: County se. See TS ae ee AE Ie ae Re ie ac a a a 
Klamath C out yi ee es a ae ae alge RA a Se A ae el at 
TATNIO COU Gye se see aS Es Be ei a  eU 

Washington: 
@ lalla rg Out yeaa a ee NI a at PU) es See ee Os he 
Grays) Harbor Coun tye fees Se SU ee et le ee, ee ena Plan 

PCat 

WH C0ODW COMNIDN W POR) Ge GS MEU tht OVI BWR 00 Nore 

1 Sources of data: Column 2 from table 88, column 8; column 38 from table 87, column 15. 

In only one of the units is the ratio higher for timber properties than 
for all forests. 

CERTAIN OTHER CLASSES OF PROPERTY 

Besides the comparison, as made above, between ratios of taxes to 
value for forests and for other rural real estate on sample properties, 
a comparison may also be made between the forest-tax burden and 
the tax burden on a number of other types of property. The United 
States Bureau of Internal Revenue publishes statistics compiled from 
corporation income-tax returns showing the ratio of taxes to the total 
value of the assets of corporations. Since the present study is con- 
cerned with the property tax, the most significant figure is that which 
excludes the Federal income tax. It would be desirable also to 
exclude State income taxes, fees, and licenses but the Bureau of 
Internal Revenue makes no such separation. Table 90 shows, for all 
corporations, the total assets, all taxes except the Federal income tax, 
and the ratio of these taxes to the total assets. It should be noted 
that some of the corporations included in this table own extensive 
areas of forests. ‘These corporations are found principally in the 
‘“‘manufacturing”’ and the ‘“‘agriculture and related industries” 
categories. 



FOREST TAXATION IN THE UNITED STATES 235 

TaBLE 90.—Relation of taxes to value of total assets for all corporations by major 
industrial groups, 1926-29 } 

All taxes except 
Federal income tax 

Total 
Industrial group 

assets Ratio to 
Amount total 

assets 

Million | Million 
dollars dollars | Percent 

Agriculture and related industries__._.._.__._--_.--_-____--.---_.--_.------ 8, 421 107 1,3 
IMininedandkquarnyin ga ele ee ee ee ee ae 46, 368 364 8 
IMAM UTaCtibin gee eee teins Leases Oe ee ee eee ene he ee Sel 267, 651 2, 301 9 
WOnStRUIC HOTS See RT AE OS ee OSES UR OEE Aa Pe Pee tA 10, 882 56 .5 
Transportation and other public utilities__.....-_--.-----_-_-_-_--______- 272, 976 2, 501 .9 
MIST CLO aaa eed NIM emer een UE SCs Min) a A EDA ALN NE aN RNs SAUL ee 82, 546 778 .9 
Service—professional, amusements, hotels, etc_.__..---..-_._---_-___---_- 24, 169 273 1.1 
Finance—banking, insurance, and related business___-_______---__-_______- 478, 785 1, 934 4 
INaturelofsbusiness mot eiven sss lees Se se Na eee Se ee 919 4 4 

Rotalu(excluding finance)a2 9s .se eee eee eee eae ee ee ee 718, 932 6, 384 9 

1 Sources of data: Columns 2 and 3 from (109, 1926-29); column 4 by computation from this table. 

The average ratio of taxes to total assets of corporations is 0.9 
percent. It will be recalled that the average ratio of taxes to esti- 
mated value of forests as determined from sample areas is 2 percent 
and that the average ratio for timber properties is 1.3 percent. That 
class of corporations which is most likely to contain areas of cut-over 
land, ‘‘agriculture and related industries’’, has the highest ratio of 
taxes to total assets, 1.3 percent. The ratio of taxes to actual value 
for agriculture given in the Census of Agriculture for 1930 is also 
1.3 percent (108). 

The reason for the lower ratios of taxes to value in the case of 
industries other than agriculture, indicated in table 90, is that the 
assets of these industries include many items which are normally 
taxed at a lower rate than real estate either because a lower rate is 
prescribed by law or follows from relatively inadequate assessment, 
or because the nature of the business permits a more frequent turn- 
over of capital than takes place where the capital is in real estate. 

RELATION OF TAXES TO INCOME 

FOREST PROPERTIES 

Thus far in the investigation of the tax burden on forests, facts 
showing the amount of taxes have been assembled, and attention has 
been especially directed to the relation of taxes to the value of forest 
properties, with comparative data from other rural real estate and 
certain other classes of property. It is now in order to make similar 
inquiry into the relation of taxes to forest income, with corresponding 
reference to the relation of taxes to the incomes of certain other 
types of enterprises. This relationship is the tax ratio (i. e., the 
fraction of the net income before taxes which is taken by taxes), 
which has been frequently described and employed in other parts of 
this report. The investigation of this topic is made difficult by the 
absence of detailed income and expense accounts of going forest 
enterprises in North America. The Yale Demonstration and Re- 
search Forest at Keene, N. H., furnishes practically the only such 
experience in form apprcpriate tu the purpose of this analysis. Tor 
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the rest, it has been necessary to build up theoretically, from yield 
tables and other data, Income and cost factors for constructive forest 
enterprises in selected regions of the United States. Attention will 
first be given to the experience of the Keene forest. 

THe YALE Forest at KEENE 

The Yale Demonstration and Research Forest near Keene, N. H., 
was started in 1913, with a small acreage. Additional tracts were 
purchased until, December 31, 1930, the forest comprised 1,149 acres. 
A careful record of all receipts and expenditures was kept by the 
director of the forest, the late J. W. Toumey. These receipts and 
expenditures have been analyzed and are now available in published 
form (106). ‘This analysis is used, together with miscellaneous forest 
data, to find the value of the forest, to estimate the profitableness of 
the under taking, and to discover the influence that taxation has had 
on this profitableness (106, pp. 61-70). The important data may be 
summarized as follows: 

Valueas iol Decry Sle 9 SOM setae oi See ei ree eee ene ee $51, 088 
Total purchase price, dates between 1918 and 1930_________________ $39, 420 
Valuéiincrement; 1913-30: ache a Gide Sa ie CERNE ee $11, 668 
Netiincome before taxes; 1913-300 20s Sagls Eat ee eee eee $1, 896 
MAKES, LOLS SOE 5 Use WS I Sa) ae aR OS oe 0 al SO ek ee ae $6, 973 
iNet income-after: taxes,.1 913-30) (deficit) 22 ys 4 oe ee ee — $5, 077 
Net income after taxes plus value increment, 1913-30_____________-_- $6, 591 
Annual rate of net income plus value increment, 1913-30: 

Before; taxes lau th) sony! ok a eee see eet a dies Rarer percent __ 3. 0 
ACCT CARES oe 2. ce N er ge CN POU Ne RAL Gy heey Se a Man re ie dots 1.5 

Estimated future annual rate of net income, beginning with 1931 
Belore taxes 52 cs sole hip Se OUNe ee Bt emma eUe percent __ 4.8 
AT ber taxes 52600 Mirela oe tn on cee tc Aaa aes ge ee sa pe el doupes 3. 0 

Estimated future tax ratio, beginning with 1931_____________- doxs2e 37 
Currenttaxes, UGSQ shh 8 Si een RE RRR A Bs ac a $924 
True value tax TR GS LOS Oe oie ore al gr a na eS percent_-_ 1.8 
Assessed value, 193020 TE PR SRE as OAS $26, 900 
Assessmentiratio; 1M9S0M3 i says ie OP Lee tthe hey naa percent__ 53 

All of the above data, except the last two items, are obtained or 
may be computed from the reference cited. The assessed value item 
has been furnished separately by the Yale University School of 
Forestry. The assessment ratio item is computed from the assessed 
value and the true value items. 

The truly tremendous effect of taxes on rate of return is obvious 
from the data given. Were the forest entirely tax exempt, it would 
earn 4.8 percent on its present value; while under the present system 
it earns only 3 percent. Taxes absorb 37 percent of all prospective 
net income before taxes. The tax ratio would have been still higher 
were it not for the fact that the forest starts out, not from bare land, 
but from a going forestry business yielding current income. The Yale 
forest is thus transitional between the extreme deferred-yield (bare 
land) and the annual sustained-yield forest. 

CONSTRUCTIVE INCOME AND COST FACTORS 

In the absence of going forest enterprises with detailed records 
available for analysis from the taxation viewpoint, it is necessary to 
turn to theoretical examples. In dealing with such cases it is necessary 
in order to show the effect of taxation over a complete income cycle to 
assume that the value of the growing stock at any time equals the cost 
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of production by either artificial or natural regeneration, with interest. 
This assumption gives these examples an appearance of unreality, as 
it is usually possible in the forested regions of the United States to buy 
forest lands stocked with stands of trees at less than the cost of 
growing such stands. When this may be done, it is clearly more profit- 
able to start a forestry enterprise by buying such lands, and the 
establishment of forests by planting or by natural regeneration on 
clear-cut lands will be a minor factor in private forest management. 
Where the forestry enterprise can thus be started with a partially or 
fully stocked forest, the financial results will be quite different from 
those indicated by the examples which follow. Also, when the 
initial stocking is such that there need be little or no deferment of 
income, the burden of the property tax should be little or no different 
than in the case of other enterprises where the principal investment 
isin real estate. Therefore, the following theoretical examples should 
be regarded as showing the effect of the property tax under the con- 
ditions as stated rather than under typical conditions. One of the 
objects of this report is to suggest means of correcting any excess 
burden of the property tax, and therefore it is proper to consider the 
cases where this excess burden is found at its maximum. 

The gross income assumed in these theoretical examples is based on 
evidence afforded by yield tables from sample forests throughout the 
country, combined with prices of the several products. Since it is 
impossible to predict what future prices will be, the calculations are 
based on recent prices. 

Since the ordinary yield tables are based on fully stocked stands, it 
must be recognized that the results to be obtained in actual practice 
will rarely if ever be up to the yields thus shown. It is estimated 
that the majority of stands under good management in the future will 
probably not be more than 80 percent stocked. This reduction 
peat has therefore been applied to the yields as shown by the yield 
tables. 

It must be also borne in mind that a certain amount of loss is to be 
expected from fire and other causes such as fungi, insects, wind, etc. 
As a means of estimating the proper allowance for loss, resort has been 
had to the experience of the national forests. The fire damage on the 
national forests amounts annually to $2,076,516 (105, p.32). This figure 
represents a 5-year average for the period 1926-30. A conservative 
estimate of the damage caused by other agencies than fire is about 
$2,000,000. Since the area of the national forests is 160,787,687 
acres (105, p. 22), the total loss (about $4,000,000) amounts to 
$0.025 per acre. 

The reader will appreciate that an estimate of future losses to 
forests must in any case be only a guess, since the appraisals of past 
losses, the only data on which to base an estimate of future losses, are 
themselves merely rough estimates. It may be assumed for the 
purposes of this theoretical analysis that the same hazards are apt 
to be found in privately owned forests as in the national forests, and 
that conditions as to species and age classes are the same for both 
types of forests. In arriving at the per acre damage figure the area 
of forest land in the national forests might have been used rather than 
the total area, because of the large amount of nonforest land in the 
national forests. This would have given a somewhat larger damage 
figure. The smaller figure is used because it is reasonable to expect 
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that there will be more efficient protection in the future, resulting in 
less damage. Although the risk of loss undoubtedly varies by regions, 
it may fairly be assumed that the relatively higher physical fire hazard 
in the West would be offset by higher unit values i in the East so that 
there may not be an important difference in the money loss on an 
acreage basis. In any case, an attempt to appraise the exact loss 
separately by regions on the basis of the existing inadequate data 
would not be justified in view of the fact that a rough average figure 
will serve the purposes of this analysis. 

The national-forest enterprise also furnishes the data for the cost 
of administration and protection. These costs for 1931 were as follows 
(105, pp. 80-81): 

Hire prevention: and idetection=2 6s 4 2a. et = oe ee ee ee $2, 363, 000 
Hine SUPPFESSiOMs1)0e ty ey a a he Ee oe ee 2, 057, 000 
Protection against insects and tree diseases______.__.___-_-_-_-_-- 463, 000 
Emergency construction of roads:‘and trails) *: 2 22 ea eee 3, 053, 000 
Forest: development roads and trails” {2222 = - 2 soe ee eee 3, 118, 000 
ADTs FTE CGE EOC SA A Re Ae I ce es es 3, 052, 000 
Construction and maintenance of improvements other than roads, 

trails, and camp- =STOUNnd improvements= =) = wae Wear ee eee 2, 606, 000 
Camp- ground i improvements 2-32 eee Se ee ee 100, 000 

De ay ee 5 (Re ones OO SR ES Oe cd et ete i ALM 0 I eh br eaech uni ibe ib Shove She 25 16, 812, 000 

This amount divided by the area of the national forests gives 
$0.10 as the miscellaneous annual expenses per acre. This rough 
average expense figure is used throughout this analysis. It represents 
fairly effective protection and administration and will probably be 
the minimum necessary for these items on the average well managed 
forestry enterprise. 

The tax data are taken from the studies of the selected areas dis- 
cussed in an earlier section of this part. The formulas used are 
those developed in part 3. 

Using such data as have been thus described, it is possible to reach 
a rough approximation of the ratio of taxes to forest income which 
may fairly be expected in different sections of the United States. In 
this analysis the reader should not be misled by the presentation of 
exact figures. The data used are actually very rough. They merely 
represent estimates, based on present conditions projected into the 
future, of the costs of growing timber and the yields to be finally 
realized. The conclusions reached are correspondingly rough. In 
particular, their validity rests on the probability of prices remaining 
at their recent level. 

Wuitrt Pine In New ENGLAND 

The growth normally to be expected from fully stocked white pine 
in New England is given in table 91 for three site qualities—good, 
medium, and poor. ‘To the yields given are applied average stumpage 
prices current in 1928 in selected New Hampshire towns—Fremont, 
Richmond, and Loudon—where intensive studies were made. 
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TABLE 91.—Anticipated yield from 1 acre of fully stocked white pine in New 
Hampshire } 

Volume Stumpage Stumpage value 

eta Ad. ae SORT Rl ae OT RCO): DOF 
Age (years) Ae phone a 

: edium : feet boar . edium : 
Good site Bite Poor site SHOPS IRD Good site Bite Poor site 

M ft. b. m. | Mft. 6. m.| Mft.b.m.| Dollars Dollars Dollars Dollars 
30 aire Aste As 13. 9.6 5.3 4.00 56 38 21 
Ce vie ae 32. 8 23. 5 14, 2 5. 00 164 117 71 
Ea ese eo a Sr 49.1 36. 6 24.1 6. 00 295 220 145 
GORE Sse eee. 60. 2 46.9 33. 6 6. 50 391 305 218 
Eee Te RE 69. 9 56. 1 42.3 7. 00 489 393 296 
SORT REE ee ar a 77.8 64. 0 50. 1 7. 50 583 480 376 
OO spice sel Peo 84. 8 70. 9 57.0 8. 00 678 567 456 

1 Sources of data: Columns 2, 3, and 4 from (100, p. 72); column 5 from field data for the selected towns, 
Fremont, Richmond, and Loudon; columns 6, 7, and 8 by computation. 

These figures were reduced by 20 percent for the subnormal stocking 
that would presumably be found in the average forest, as has been 
explained above. ‘They were also reduced by the assumed allowance 
for loss of $0.025 multiplied by the number of years in the rotation 
(table 91). With these reductions, the yields at 10-year intervals 
are given in table 92. Yields for intermediate ages may be obtained 
by interpolation. 

TABLE 92.—Assumed money yields, white pine in New Hampshire! 

Stumpage value per acre ; Stumpage value per acre 

Age Age 
Good | Medium Poor Good | Medium Poor 
site site site site site site 

Dollars | Dollars Dollars Dollars | Dollars | Dollars 
30 years._--__..-.-- 43 30 HGW iO veaTseesa sana 389 312 235 
40 years____.----_-- 130 93 56 || 80 years__-._-----_- 465 382 299 
bOkyears22: a2 es == 235 175 115 || 90 years._--_----_-- 641 452 363 
60 years___--______- 311 242 173 

1 Basis for these assumed money yields is given in table 91 and the text. 

The cost of establishing a fully stocked stand of white pine by 
planting has been estimated to average $15 an acre. If natural 
regeneration can be secured, however, the cost will be reduced to that 
necessary to free the young reproduction from hardwood seedlings and 
sprouts. This work can be accomplished by one or two ‘‘ weedings’’, 
at an estimated average cost of $8 per acre and occurring at an aver- 
age age of 8 years(100). This weeding cost would be equivalent at the 

beginning of the rotation to TES = $6.32 per acre. 

Miscellaneous annual expenses other than taxes, based on the 
national-forest experience as described above, are assumed to be 
$0.10 per acre a year. 

In order to show the effect of the tax rate on the tax ratio, 1 percent 
is taken as a low rate and 3 percent as a high rate. Besides these, a 
typical tax rate for the particular locality being studied is used. For 
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New Hampshire this tax rate is assumed to be 2.4 percent, the average 
ratio of taxes to estimated value as given above for the three selected 
towns of this State. 

The interest rate, as elsewhere in this report, is assumed to be 3 
percent. 

On the basis of the above prospective yields and costs the highest 
possible initial forest value for each case was determined by means 
of the formula given in part 3, page 60. The rotation corresponding 
to this highest initial forest value would evidently be the most 
profitable, or financial rotation. These financial rotations and initial 
forest values are given in table 93. 

TaBLE 93.—Financial rotation, initial forest value, and tax ratio under the property 
tax for white pine in New Hampshire! 

GOOD SITE 

Planting Weeding 

Tax rate sti eee 
F -_, Initial for- . -,, Initial for- 
Hear _ est value | Taxratio | are est value | Tax ratio 

| per acre | | per acre 
| | | 

Years | Dollars Percent Years | Dollars Percent 
LO: percente asi oe eS ee 50 33. 50 46 50 |- 34. 90 
2.4 percent 2.226 Ss ee 46) 15. 50 73 45 | 16. 40 73 
310 percent se ates oes nomena meen 45 | 11. 50 80 | 44 | 12. 20 79 

MEDIUM SITE 

L-Ospercent ss 22 Nee oe eee 50 23. 70 46 50 25. 10 46 
2:4; percent 3-2 ee ee ee 48 10. 70 75 7 11. 40 74 
S.0 percent} S22 Stee ene 46 7.70 81 45 8. 30 80 

POOR SITE 

L-Oipercenta eee 2 kee Ee ee ie ee 55 14. 40 49 54 15. 50 49 
2°4 DOTCONL eee Sa eR See 50 5. 90 77 50 6. 60 7 
SiO: percent 222-2 ee See ee eee 49 4.10 84 48 4. 60 83 

1 Assumptions and method of computation are described in the text. Interest rate used, 3 percent. 

The term “‘initial forest value” as used here and elsewhere in this 
report is not necessarily the same as the value in the economic sense. 
It is the discounted prospective income less the discounted future 
expenses under a given set of conditions. It corresponds to value in 
the economic sense only when it is zero or positive and the conditions 
given represent the most profitable use of the forest in question. 
A comparison of the initial forest values in table 93 with the assumed 

costs of regeneration shows that with a tax rate of 2.4 percent and 
with the above assumptions as to yields and expenses, the planting 
of white pine on good sites in New Hampshire would return 3 percent 
on the investment only if such sites could be purchased for not more 
than $0.50 per acre. This is because, when the assumed investment: 
in planting, $15, is subtracted from the initial forest value, $15.50, 
the soil expectation value is only $0.50. The planting of white pine 
at $15 per acre on medium and poor sites would not, under these 
assumptions, yield a 3-percent return even if such sites could be 
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obtained for nothing. Here, as elsewhere in this report, interest or 
return on the investment is compounded annually until realized. 

The growing of naturally regenerated white pine with an initial 
investment of $6.32 per acre for weeding would return 3 percent 
under the assumed conditions if good and medium sites could be 
bought for not more than $10 and $5, respectively. Poor sites under 
these conditions would not yield 3 percent unless they could be 
purchased for as little as $0.30 per acre. 

Table 93 also shows the tax ratios.*' These were computed by 
means of formulas developed in part 3, pages 56 to 59. The marked 
influence of changes in the tax rate on the tax ratio is clearly shown 
in this table. A 1-percent tax rate results in tax ratios of 46 to 49 
percent, while a 3-percent rate gives tax ratios of 79 to 84 percent. 
At the average tax rate for the three selected New Hampshire towns 
of 2.4 percent, the tax ratios for the growing of natural stands are 
73, 74, and 77 percent, respectively. 

Pine 1N NortH CaRrouina 

The yields of fully stocked loblolly pine (107, table 53) supplied the 
basis for the assumed money yields of loblolly pine in North Carolina. 
The yields given in the publication referred to were first converted 
from the International -inch to \-inch rule (converting factor 
0.905). 3 The yields were then multiplied by the following stumpage 
prices. 

PAD) BEETS) 2h NSN ech S00 SIE RM UNE Ye hat et De IN Nes ga Dap EE $4. 75 
SOB CSch eee ee eR mae er Ne A kaki Ne ae 5. 00 
ANY) Si SEE TASER AY I CS ISIS STS ape a ta SS eM eC TY aN NL aS 5. 25 
ES OY SCENE SI AU A RA I) eo Rea aly ON et Sea 5. 50 
LLU SeY 2 ey a AN OA he ga eae CA SP lg 6. 00 
CAD) SVEN ss OT oe ER CIE MEN aL seu Be MR De A aay ER MILI 6. 50 
SORE AT SE apie (lyn Ue ewan ae Maren ge eth e eyg . EO pt Tk  et man 2B 7. 00 

The stumpage values so derived were then reduced by 20 percent 
to allow for understocked stands and also by $0.025 per acre per 
year for losses. The assumed money yields are given in table 94. 

TABLE 94.—Assumed money yields, loblolly pine in North Carolina ! 

Stumpage value per acre Stumpage value per acre 

ae Medi ae Medi ; edium : : edium : 
Good site Site Poor site Good site Sita Poor site 

Dollars | Dollars Dollars Dollars | Dollars | Dollars 
20 Cars Sse 25 9 OF R6Obyearse sess 226 148 81 
30; years= 222 79 44 LO OMVGATS ea ae eee 266 Wee 101 
40 years eis 134 83 iL NSO vearsae eee 305 204 120 
5O0nvearse at set 180 116 59 

1 Basis for these assumed money yields is given in the text. 

Loblolly pine may be planted at an average cost of about $6 per 
acre (102, p.102). It may also be regenerated by various silvicultural 
systems, such as leaving of seed trees or selective logging, the only costs 

81 The tax ratio has been defined (pt. 3) as the ratio of taxes to net income before taxes, both compounded 
or discounted as the case may be, to the same point in time, and both covering the same income cycle. 

82 Interpolated from stumpage prices as of 1929 given in an unpublished manuscript of the Southern 
Forest Experiment Station on the forest industries of Beaufort County, N. C 

101285°—35 16 
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of which are efficient administration and protection. Since these 
costs are taken care of in the item for miscellaneous expenses, which 
are assumed to be $0.10 per acre as previously explained, the cost of 
regeneration under these systems may be considered as zero. The 
Maximum and minimum tax rates are assumed to be the same as for 
the New Hampshire example. The typical tax rate used is 1.5 per- 
cent. This is the average ratio of taxes to actual value as given above 
for the three selected counties of North Carolina. 

The financial rotations, initial forest values, and tax ratios are 
shown in table 95. This table indicates that under the present 
assumptions as to yields and costs, and under the existing tax system 
at a typical rate, the growing of loblolly pine inNorth Carolina under 
natural regeneration would yield 3 percent on the investment if good, 
medium, and poor sites could be purchased for not more than $27, 
$15, and $6, respectively. Planting at $6 per acre would yield 3 
percent on good and medium sites if the land could be bought for not 
over $19 and $8, respectively. On account of the lower typical tax 
rate and the shorter rotations, the tax ratios in North Carolina are 
lower than in New Hampshire. The tax ratios for naturally regen- 
erated stands in North Carolina are 51 percent for good sites, 53 
percent for medium sites, and 59 percent for poor sites. For planted 
stands the tax ratios are the same or slightly greater. 

TaBLeE 95.—Financial rotation, initial forest value, and tax ratio under the property 
tax for loblolly pine in North Carolina } 

GOOD SITE 

Planting Natural regeneration 

Tax rate : .1| Initial for- . ;,]| Initial for- 
Piven est value | Taxratio een est value | Taxratio 

per acre per acre 

Years Dollars Percent Years Dollars Percent 
NS DCLCOMN Ge ese ee See ee ee 36 31.70 40 35 33. 70 39 
Ae percent sece ea ae een 34 25. 20 51 33 26. 90 51 
Sipercent! 222-25 2a oe ee ee 31 13. 80 72 29 15. 00 71 

MEDIUM SITE 

TpeRCeNn tee ae wane ee ee 40 17. 80 42 39 19. 40 42 
1ebipercentss-s2e=— 22 Passes aes 39 13. 80 55 37 15. 20 53 
ZiPerGent-sssase sense Nee lo See 35 6. 90 76 | 33 7.90 74 

POOR SITE 

IG percent esas esses eee naan eae eae 47 6. 20 48 44 7. 40 46 
1e5j\ percentsssese 2 222i Se ol ee eek ae 46 4. 50 62 42 5. 50 59 
Sipercent= 23 225 se bs Slee eee ee 42 1.70 85 39 2. 30 82 

1 Assumptions and method of computation are described in the text. Interest rate used, 3 percent. 

A further analysis was made in North Carolina. Sample properties 
were selected in Beaufort, Chatham, and Macon Counties, and the 
necessary data were obtained to make a prediction as to the growth 
during the succeeding 20 years. Probable taxes were also computed 
by means of curves showing trends in assessed value as the volume of 
timber per acre increases. ‘The present tax rate was applied to these 
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assessed values and the resulting taxes were compounded at 3 percent 
to the end of the 20-year period. A stumpage value of $5 per 
1,000 board feet was applied to the growth during the same period. 

The taxes with interest amount to $9.36, $12.79, and $6.47 per acre 
in Beaufort, Chatham, and Macon Counties, ‘respectively. The 
average erowth in the same counties is worth $30, $45, and $16.30 
per acre, respectively. Since practically no expenses other than 
taxes are incurred by private individuals in these counties in connec- 
tion with growing timber, the ratios of taxes to the value increment 
for the 20-year period are 31, 28, and 40 percent, respectively. These 
ratios would correspond to the tax ratio if the income cycle were 20 
ears. 

y Jack PINE IN THE LAKE STATES 

Jack pine in the Lake States produces earlier returns than most 
other species in that region. It will probably be grown in the future 
on a short pulpwood rotation. The unit price of jack pine pulpwood 
in recent years has been around $1 per cord. When this value is 
applied to prospective yields from an eight-tenths stocked stand,” 
and these yields are reduced by $0.025 per year for losses, the values 
given in table 96 are derived. 

TABLE 96.—Assumed money yields, jack pine in the Lake States } 

Stumpage value per acre Stumpage value per acre 

Age 
Medium Poor Good | Medium Poor 

site site site site site 

Dollars Dollars Dollars | Dollars | Dollars 
20 years 3 OF RoOhyearss=== === $3 25 17 
30 years 13 5 | 60 years_-----.---_- 35 27 18 
40 years 21 12 

1 Basis for these assumed money yields is given in the text. 

Jack pine may be planted for as little as $4 per acre (103, table 10). 
The species may in some places be reproduced naturally at no expense 
other than costs of protection and administration. The miscellaneous 
expenses are here as elsewhere assumed to be $0.10 per acre. The tax 
rate on actual value in the cut-over region of the Lake States, partic- 
ularly in Minnesota, is very high; the average in selected townships 
of Minnesota and towns of Wisconsin is 2.6 percent. 

Table 97 gives the financial rotations, initial forest values, and tax 
ratios under the above assumptions as to costs, yields, and interest 
rate. It will be noted that the initial forest values for the poor sites 
are usually negative. As previously explained, no reference to value 
in the economic sense is intended. A negative initial forest value 
merely means that the particular site is worthless for the growing of 
timber under the assumed conditions. 

8 Computed (103, table 9). 
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TaBLE 97.—Financial rotation, initial forest value, and tax ratio under the property 
tax for jack pine in the Lake States } 

GOOD SITE 

Planting Natural regeneration 

Tax rate | - iy . “3 
: : nitial for- las : nitial for- 

rotation | est value | Taxratio| mene est value | Taxratio 
| per acre per acre 

Years | Dollars | Percent | Years Doliars | Percent 
LO percent 222) S628 oi See ee 30 4. 60 | 41 | 30 6. 40 40 
DIG PERCE ES eee tere ee ees eee 30 2.10 73 29 | 3. 10 71 
S{OIDELCeN tt eee ne es wee Se ae 30 oa es ler(t) 78 28 2. 60 75 

MEDIUM SITE 

IO PerCen bese 39 2. 00 ela2 32 3. 30 44 
2:6 percent kes Bee See Sa ee rt ae 34 - 50 87 30 1. 40 76 
3:0) Dercen Gat se. ee ee eee 34 . 30 92 30 1.10 81 

POOR SITE 

LO percent ee eee | 45 | (?) 175 40 0. 70 67 
2:6 PCLCEN Gan ek ees eee eee 40 | (*) 476 39 (2) 113 
3 Oipercent 2 ake oe nee eae ee 40 | (2) 496 38 (2) 121 

1 Assumptions and method of computation are described in the text. Interest rate used, 3 percent. 
3 Negative. 

At the average prevailing tax rates and with the other assumed 
expenses and yields the planting of jack pine at $4 per acre would not 
return 3 percent, even if forest land could be obtained without charge. 
The growing of natural stands on good and medium sites would yield 
a 3-percent return under the assumed conditions if such sites could 
be bought for not more than $3 and $1, respectively. This compara- 
tively poor showing is of course partially due to the very low stumpage 
price and to the fact that the same price was used for all age classes 
rather than one increasing with age, as in New Hampshire and North 
Carolina. With better prices for jack pine wood, either because of 
exceptional accessibility or improvement in the market for this 
species, substantially larger yields than the above might be obtained. 
Under all of the different assumptions illustrated the tax ratios are 
very high. 

CERTAIN OTHER CLASSES OF PROPERTY 

A comparison between the ratios of taxes to income of forests, as 
developed above, and those for other classes of property will give some 
idea of the relative burden of taxes on forests where long-deferred 
yield is necessary. 

In the United States as a whole the average ratio of taxes to 
national income for the period 1926 to 1930 has been estimated at 
12 percent (3, p. 85). 

Table 98 shows by industrial groups the net income, excluding tax- 
exempt interest but including taxes and interest paid; all taxes except 
the Federal income tax; and the ratio of taxes to net income or tax 
ratio. These tax ratios are somewhat larger than they would have 
been if it had been possible to include only property taxes. 
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TABLE 98.—Relation of taxes to net income for all corporations by major industrial 
groups, 1923-29, excluding 1925 } 

All taxes except Fed- 
eral income tax 

Industrial group Net 
income ? Sy 

atio to 
Amount Teo 

Million Million 
dollars dollars Percent 

Agriculture and related industries_-_--.------------------------------- 499 127 25 
AV LRT E YD ON ENTT LUCY UT AT VAT foe ee ee een er NS A 2, 169 481 22 
Man Ufa churin Come eae me teenies Duiske us Se Wael ke 31, 070 2, 808 9 
WOnSERUICETO TAR a eae er te ee ener ens La Bere ele er SU 930 67 a 
Transportation and other public utilities__.._._--------_.------------ 22, 614 2, 963 13 
PSA GON Syetopi cee cin cry SOC ye fale Ake Be yng cae ees SN Fe EON ke SNA Cae eee 7, 961 941 12 
Service—professional, amusements, hotels, etc__._-------------------- 1, 909 318 17 
Finance—banking, insurance, and related business_------------------ 21, 049 2272 11 
INaturelofibusiness not given2 eee eee ee 125 10 8 

ABO) (RLS eS Sa Ee cee a eR ce 88, 326 9, 987 11 

1 Sources of data: Columns 2 and 3 from (109, 1923, 1924, 1926-29); column 4 by computation from this 
tabl e. 

1 Excluding tax-exempt interest but including taxes and interest paid. 

The average tax ratio of corporations in the United States is 11 
percent. The ratios range from 7 to 25 percent, the highest being 
that for agriculture, where a large part of the investment is in real 
estate. The reason that the tax ratios for many industrial groups 
appear low in comparison with agriculture and forestry is that the 
income reported in table 98 is derived from capital much of which is 
normally taxed at a lower rate than real estate for reasons explained 
in connection with table 90. It should be emphasized that inequali- 
ties in tax ratios do not necessarily indicate injustice in taxation 
among different investors, since these inequalities are normally, 
through the process known as tax capitalization, taken into account 
in the initial value of the capital for the different types of investment. 
Tax ratios are, however, a rough indication of the importance of 
taxation in an enterprise besides being a useful measure of tax 
burden as it affects land use, as more fully explained in anearlier 
part of this report (p. 45). 

According to studies made by the United States Bureau of Agri- 
cultural Economics (99, pp. 30-31), taxes averaged 58 percent of the 
net rent before taxes of rented farms in Michigan and 51 percent in 
New Jersey (the only tax ratios encountered which approach those 
for forest property). Five States (Ohio, Indiana, Colorado, North 
Carolina, and North Dakota) are in a group in which farm taxes 
absorb from 30 to 40 percent of net rent, and four more (Washington, 
Iowa, Pennsylvania, and South Dakota) are in the 25 to 30 percent 
group. In Virginia an average of 20 percent is taken by taxes, and 
in the two remaining States studied (Missouri and Arkansas) taxes 
take between 18 and 20 percent. Assuming that the States examined 
are typical of general conditions throughout the United States, it 
may be estimated that during the period 1922 to 1927 taxes took 
about 30 percent of the net income from rented farms. 
A comparison has also been made (99, fig. 7) between urban and 

farm property in certain States. In five States (Arkansas, Colorado, 
Indiana, Pennsylvania, and Virginia), it took a greater percentage of 
net rent to pay taxes on farms than to pay taxes on urban property; 
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in the four other States studied (lowa, North Carolina, South Dakota, 
and Washington) the situation was reversed. The lowest ratio of 
taxes to net rent before taxes on urban property was in Virginia, 16 
percent, and the highest in Washington, 32 percent. 

The ratios of taxes to net income before taxes for various kinds of 
property in North Carolina for 1929 (rented city property and rented 
farms, 1927) are as follows (80): 

Percent 

Rentéd city: propert ye 2 So es es ee ee NS ee ee ee 30 
Rented sia rags see See eee 29 
RailroadsSs= 2 222 cutee ee eS ee eee eae 25 
State banks... See ee eee es eee MT we ae 24 
Telephone Companies sc. be as ees es Speen y= Se eee 23 
Nationalibanks.. 152-40 2. e222 ee oe pe ei ee 22 
Manufacturing: companies=: 6a 2 22 ee 2 ee eee 21 
Owner-operated farms 2202: Os ee ee Ae ee ee ee ee eee 20 
Hire-insurance companiese: 215 55.2 eee ee er he 20 
Hlectricwight, and sO wernc OVI] a INS eee eee eg 15 

Tax ratios for various groups of enterprises in Pennsylvania for 
1924 and 1925 are as follows (56, p. 8): 

Percent 

Harms o5 22 ee ee es ee he ee a es ee ae a 38 
Mining ‘corporations: =< 2225 2 S22 elk iis ee es Se eee 38 
Hirernsurance Companiestd 2155 Biat AVASee Tees 1 OREO See ae pee es 27 
Steam! railroads. 521+ nisi LAO ae pty seven os ge lee ee ee 22 
Telephone;and-telesraph companies 2296 en ee 19 
Tafe insurance Companies’ 2. ea ee ee ee ee 19 
Light wheat; and -power companies == se as ee ee ee ee eee ee eee 18 
Newspaper and publishing 'corporations=4: =). Cae ee ee eee 15 
Manufacturing corporations: 2422) Pagers: a2. Si il ts eae ee ee 14 
Foundriese 2 :+)7 a. SA ee ee a ee oe 13 
Building and. loanvassociations : 52 <= = =e Os ee ee ee ee eee 13 

Statistics similar to the foregoing could be given for a number of 
other States, but a sufficient number has been presented to show that 
deferred-yield forests generally require a larger proportion of their 
incomes for taxes than do most other enterprises. 

TRENDS 

While it is not safe to predict the future of taxation on the assump- 
tion that past trends will be continued without modification, such 
trends may serve to throw light on the present situation and to point 
out prevailing tendencies. The study of timber taxation in Oregon 
and Washington included a study of trends in taxes. It was impossi- 
ble to determine the ratio of taxes to value for each year; therefor: 
use was made of the next best measure, taxes per thousand board feet 
of timber. This measure is a better indication of tax burden than 
is the tax per acre, since it takes into account the cutting and growth 
of timber. Table 99 shows the taxes per thousand board feet of 
timber as paid (columns 2-5) and as converted to 1926 dollars (col- 
umns 6-9) by the use of index numbers of wholesale prices of all com- 
modities furnished by the United States Bureau of Labor Statistics. 
Since the taxes are paid in the year following the assessment and levy 
in Oregon, Washington, and Maine, the index numbers used in the 
succeeding tables for these States are for the year following the date 
of the assessment and levy. 
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TABLE 99.—Tazes per thousand board feet of tember based on properties reported, 
1914—26;1 county groups, Oregon and Washington 

Actual amount Converted to 1926 dollars 

State and county group |] ST 

1914 1919 1924 1926 1914 1919 1924 1926 

Oregon: 
West-side counties__....--------- $0. 008 | $0. 012 | $0.020 | $0. 023 | $0.012 | $0.008 | $0.019 |} $0. 024 
East-side counties____....-------- . 009 . 012 . 018 . 021 . 013 . 008 .017 . 022 
TRO CAS ae mene ue OE Ley . 008 . 012 . 020 . 022 . 012 . 008 . 019 . 023 

Washington: West-side counties_---_- . 014 . 018 . 027 . 034 . 020 . 012 . 026 . 036 
FTN Gel eee cl ne . 010 . 014 . 023 . 027 . 014 . 009 . 022 . 028 

1 Sources of data: Computed from reports of owners, and index numbers of wholesale prices as computed 
by the U.S. Bureau of Labor Statistics. ‘The year is that of the assessment and levy, the taxes being paid 
1 year later. The index numbers used in computing columns 6-9 are those of the following year, since taxes 
are paid in the year following the assessment. 

It was possible to obtain the tax history as far back as 1899 of a 
few timber properties located in Oregon, west of the Cascades (table 
100). 

TaBLE 100.—Tazes per 1,000 board feet for certain timber properties in Oregon 

Year Dollars | 1926 dollars Year Dollars | 1926 dollars 

ASO? tia Se ees Mk eg a ed 0. 0007 QOROOQ A VOTO rk sige Par cee Ne 0.0151 0. 0098 
NICOTINE . 0019 OOS22)| BHO 24: aie oh Sac alain Say Ue ced elt . 0216 . 0209 
OQ EM Sere G SSAA NRT hie . 0057 OOS O26 222k eee ee ev ty ee . 9264 . 0277 
QUAY eye Nee eel iy bites ee, . 0089 . 0128 

A questionnaire sent out by the National Lumber Manufacturers 
Association for the Timber Conservation Board produced some trend 
figures. Thirty-two representative timber corporations owning tim- 
ber in 15 States are represented in the answers to this questionnaire. 
The average tax per 1,000 board feet of timber owned by these com- 
panies is as follows for 3 different years: * 1909—$0.019 (1926 
dollars, $0.028); 1919—$0.061 (1926 dollars, $0.044); 1929—$0.091 
(1926 dollars, $0.095). 
The following figures are tax rates, going back as far as 1830, on 

the lands of a large timber owner in the wild-lands territory of Maine: 
Percent Percent 

TASH (1 I UR rae meee ay ae OR Se ESO OM ape ae ire eee Ogre mite aan oe 0. 7 
INES 4 earn eo apepmniaee gn Nees ean TAN I d GCS ed OOO sepia Mi Ae dy cohol th alan RE As .6 
Sy Osea cee onem tel alee Ne bah We DARD Sct EAS) HG J A a Ap eas Me Oa y 9 
SOO’ tei wr Ric, a ke eS BRERA ESS 2) 0 ype esa Sogn Tn gS Aap an eR a Ie 94 
MNES (0 ape et ree ge Ae Pie PAM OR EARS Bice ce Sh ath) a Ral ager MN ae i, 3 
HESS es eee en ena ek Fe BES NEA LG Po aN ANS et NEY SN ST EU ils a 

Tax rates by themselves do not accurately show the trends, since 
it is not known how far assessed values departed from actual values 
during the various periods. If it is assumed that assessments have 
been at a uniform percentage of value since 1830 in this territory, 
the above figures show a tendency of the tax rates to fluctuate in 
cycles. The high points appeared in 1840, 1870, and 1923. If 
assessments during this period were not at a uniform percentage of 
value (and they probably were not), these tax rates merely indicate 

pit Unpublished report-of the National Lumber Manufacturers Association to the Timber Conservation 
oar 9 e 
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the great uncertainty of taxes which a long-time enterprise such as 
forestry must face. 

While taxes per acre are not a particularly good measure of tax 
burden, they are available in greater number than any other measure 
and they may be used as a rough measure to indicate trends in taxes. 
The average taxes per acre paid by a lumber company (called here 
corporation F’) on 342,154 acres in 10 different counties of Washing- 
ton, which have been owned continuously since 1900, are given in 
table 0 (67th Cong., 4th sess., hearing pursuant to S. Res. 398, 
p. 876). 

TaBLE 101.—Tazes per acre paid by a lumber company on lands in Washington 
State, 1900-1922 

Year Dollars | 1926 dollars Year Dollars | 1926 dollars 

OOO Ses ee ee ee 0. 07 OP T3 GL? Keto Sea ase Sake eee ad 0. 69 0. 99 
MOOV 2 etek Seeds ye See ees 08 en Ba Sa 2 is Peles Ee Ce Nes De pet ete - 86 1. 26 
QOD a ee a ed EE a 11 Pee ed i 8 te: Saat ee a ee aaa bielee Seatac 2S . 82 1.18 
OOS Seen ee ee Sere 12 OAV at el 6) i eee se (wee nag Pa . 85 99 
1OQ4A Se ee Se a ee ee 13 2D aL OG ee ee eee Be .8l 69 
LOO 5 eos ine ee ey Te oe 15 p77 Sl HOS EN Uy emer Rec eM Slay eS eet 91 69 
DOG Gee LOR SG eee ent 19 OE ALONG ees ce Ne cell Tears . 93 67 
LOOT Re ROA cee ee ee 28 Pex: fyi | 21 Ko peter Pa eae Co oe i WS VI 1.10 71 
GOS eee Se 43 6451) 1920 ie Sa ee, IE a praes 1, 54 1. 58 
RGOQ seed Be eed A FE. wo 72 S72 eee Be eee Oe eas 1, 54 1. 59 
AOL O SS See Beas wena a tn 53) Re PAM Lita CE) eee PTE a 2p SG MR ERNE eal 1.70 
nS) Ig Re os ee Me SE - 56 81 

Data furnished by a timber-operating company (corporation E) 
show taxes per acre for the wild-lands territory of Maine as given in 
table 102. 

TaBLE 102.—Tazes per acre paid by a lumber company on lands in Maine, 
1851-1926 

Year Dollars | 1926 dollars Year Dollars | 1926 dollars 

2 Ec459 LEM Bhs Dees QU Be AEE eee a 0. 002 OOS iI ail G0 ie are ae ie ae 0. 012 0. 020 
SGT ee Rs ee ee 001 (OH LFW) G2) Lee ane Ree es ba es Ok 046 067 
bey Alles Baas (i Ses a wtp eae 006 0073) |(G1921= 2 ee Ee 074 077 
Tfcyou L seth ih eae ae vee nap yeaa es 007 ODS 1926 Seer ee eee 089 093 
ISTE) it eB SS re . 010 019 

Table 103 shows the trend in taxes per acre on forest land for selected 
pulp and lumber corporations in Maine, New Hampshire, New 
York, and Vermont. 

TaBLE 103.—Trend in taxes per acre on forest land, selected corporations in Maine 
New Hampshire, New York, and Vermont! 

Actual amount Converted to 1926 dollars 

Corporation and State FeraURe [OOO3Ed \REEFE ESE TI LMT PRUE eek 
1898 | 1902 | 1904 | 1910 | 1920 + 1930 | 1898 | 1902 | 1904 | 1910 | 1920 | 1930 

Corporation A, Maine_---_|_----- $05013)5222 $0. 041/$0. 093/$0. 155}______ $010 22/2 $0. 058/$0. 060/$0. 179 
Corporation B, Maine----- SONOIG | aaa | Ean § O62) 104) = 270|S0) 033 |2ene eee .088} .067) .312 
Corporation C, Maine_---- MOOT Zee Selle ceee F057) el 28 es |e OO 2 | eee oceeeeies .081} .083} .270 
Corporation D, New Hamp- 

SHIPewee hs hae eS POR ee Ned set [Paki ds $0. 116 INDY GHA “Salty eal a $0. 194 158} .192| .459 
Corporation B, New York-_| .045)_.____|__---- SDA eo SOB ee . 166} .122) .340 
Corporation B, Vermont___| .028/______)_-.__- O62 ii 200 24 et OS |e ee | . 088} .130) .279 
Corporation D, Vermont--_|-.-.-_|------ | 036|)2, 5,109 |ite 2263 [iy vaya O| pee eee ees .060} .155) .170) .312 

1 Sources of data: Columns 2-7 furnished by the various corporations; columns 8-13 by applying to col- 
umns 2-7 index numbers of the wholesale prices of all commodities furnished by the U. S. Bureau of Labor 
Statistics. In the case of Maine, the index numbers used in computing columns 8-13 are those of the year 
following the assessment, since the taxes are paid in that year. 
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_ Table 104 gives a rough basis for a comparison between tax trends 
for forests and for other types of property. The counties of Michigan 
were classified on the basis of most important use, and on this basis 
the trend in taxes per acre is given in table 104. 

TABLE 104.—Trend in taxes per acre on all real estate, 1900-1925 1, county groups, 
Michigan 2 

Actual amount Converted to 1926 dollars 

County group ST 

1900 | 1905 ;} 1910 | 1915 |} 1920 | 1925 | 1900 | 1905 |} 1910 | 1915 |} 1920 | 1925 

Forest: 
Lower Peninsula__-_--__- $0. 27 |$0. 33 |$0. 40 |$0. 58 |$1. 01 |$1.06 |$0. 48 1$0. 55 |$0. 57 |$0. 83 |$0. 65 | $1.02 
Upper Peninsula-_-_---_ BOB .28| .47; .89| .95| .37] .40] .40| .68] .58 . 92 

Average_____--------- . 24 . 30 . 35 . 54 .96 | 1.02 43 . 50 . 50 . 78 . 62 .99 

Ciera Tee ee eee eee.” 46 | .60| .83 | 1.26 | 2.25|2.30| .82| 1.00| 1.18] 1.81] 1.46| 2.22 
RTT Pein arate obtenenande toner 49 . 62 .71 | 1.09 | 2.25 | 2. 26 .87 | 1.03 | 1.01 | 1.57 | 1.46 2.18 

Farm-urban____--------_--__ .85 | 1.03 | 1.18 | 1.87 | 4.08 | 5.46 | 1.52 | 1.71 | 1.68 | 2.69 | 2.64 5, 28 
Py eh oY: 1 0 Vea) seg Ce ene a as 2.34 | 2.79 | 3.99 | 7.41 |19.45 |28.72 | 4.17 | 4.64 | 5.67 |10. 70 {12.60 | 27.75 

Average___.---------- . 64 .79 | 1.02 | 1.74 | 4.03 | 5.51 | 1.14} 1.31 | 1.45 | 2.50 |} 2.61 5. 32 

1 In computing the taxes per acre from 1900 to 1920 the area assessed in 1921 was used, as figures for earlier 
years were not available. 

2 Sources of data: Columns 2-7 by computation. Total areas assessed (74, Rept. 1927-28, pp. 88-116). 
Tctal taxes levied for column 2 from original] tabulation in offices of the Michigan Tax Department, Lansing, 
for columns 3-7 from Report of State Tax Commission listed respectively: 1905-6, pp. 78-225; 1911-12, pp. 
52-55; 1915-16, pp. 70-81; 1921-22, pp. 64-75; 1925-26, pp. 114-135. Columns 8-13 by applying the index 
numbers of wholesale prices as computed by the U. S. Bureau of Labor Statistics to columns 2-7, 

A study of farm tax trends is being made by the United States 
Bureau of Agricultural Economics. A preliminary report of this 
project shows the following average trend in farm taxes per acre for 
26 States® (table 105). 

TaBLE 105.—Average trend in farm taxes per acre, 26 States, 1913-30 

Year Dollars | 1926 dollars Year Dollars | 1926 dollars 

0. 27 0. 39 0. 62 0. 64 
.27 . 40 . 63 . 63 
. 30 . 43 . 63 . 64 
. 02 37 . 64 . 62 
. 36 ool . 64 . 64 
37 . 28 65 . 68 
48 .35 66 . 68 
58 .38 67 .10 
62 . 64 66 . 16 

Data showing the trend for selected years since 1890 of State and 
local tax collections in the United States in millions of dollars (3, 
p. 77) are given in table 106. 

TaBLE 106.—Trend of State and local tax collections in the United States between 
1890 and 19380 

ba (1926) Wh (1926) 
Year ption Million Year Pate Million 

dollars dollars 

SOG SD ts Maho NLT END A tN 501 oll AA Te 4, 619 4, 710 
TOO UNs odie? a hark, 861 Wor MAG DEEP UMA TBAN A INANE IL 4.918 4, 750 
(inn man e nT to 1, 519 PL SULA KCAL es UCD POT 5, 398 5, 398 
{SIG UMNO CF UNIS har) 2, 965 Seon Woo MUNA OAT MT ANI 5, 722 6, 000 
G21 We AMR Dower Sy 5 3, 933 ZORA Gop ne ne 6, 148 6, 360 
(ODDS LEY, PRT aL 4.015 Meson Wi GooRN nu Me enn MN ew NERY 6, 431 6, 750 
Cae Ue eg anna om | 4,202 GATS) Wet OF NL OSE Uy NN Te 6, 798 7, 870 

85 ALLIN, B. W.; JACKSON, D.; and WESTON, J. L. FARM REAL ESTATE TAXES, 1913-30. U.S. Dept. Agr. 
Bur. Agr. Econ., Rept. January 1933. |Mimeographed.] 
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The trend data are all brought together in figures 7, 8, and 9. 
These graphs serve to give an eye picture of the tax trends in the 
selected areas as enumerated above. Figure 7 gives the trend in 
forest taxes per thousand board feet of timber, figure 8 gives the 
trend in forest taxes per acre, and figure 9 the trend in taxes per 
acre in the Michigan counties classified according to predominant 
use. It will be noted that in each figure the trend is given also of 
the total State and local tax collections in the United States. This 
has been taken as the index of general tax trend with which to com- 
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FiaurRE 7.—Trend in forest taxes per thousand board feet as compared with the trend in State and local 
tax collections in the United States. (All taxes based on 1926 purchasing power; sources of data: Tables 
99, 100, 105, and 106.) 

pare the trend in forest taxes. It is represented by the heaviest 
line in each of the graphs in order that it may be easily discerned for 
the purpose of comparison with any of the other trends. Since the 
State and local tax collections are absolute figures rather than per 
acre or per thousand board feet, comparisons should not be made of 
the absolute positions in the graphs. The only comparisons possible 
are those of trends. Since the figures are constructed on a logarithmic 
scale, direct comparisons may be made of percentage changes from 
year to year. Minute examinations of these graphs are not necessary 
to show that the tendency of all taxes studied has been decidedly 
upward. 

A comparison of forests with other classes of property as to the 
rate of increase in taxes is given in table 107. Columns 2 to 7 of 
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this table give the ratios of taxes at the end of a certain period to 
the taxes at the beginning of the same period. The periods chosen 
for this comparison are of 5 years’ duration, except for the last 
period, which covers only 4 years, since data beyond 1929 are lack- 
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FIGURE 8.—Trend in forest taxes per acre as compared with the trend in State and local tax collections in 
the United States and with the average trend in farm taxes per acre for 26 States. (All taxes based on 
1926 purchasing power; sources of data: Tables 101, 102, 103, 105, and 106.) 

ing in some cases. It will be noted that the foregoing trend figures 
are not available for every year and that they are not all for the 
same years. In order to obtain comparable data, therefore, it was 
necessary to interpolate from the known data the data for the mis- 
sing years. This was accomplished by reading the data from the 
eraphs in figures 7, 8, and 9. 
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TaBLE 107.—Trend in tares, 1900-1929; forest taxes on selected areas compared 
with State and local tax collections in the United States, and with certain other 
taxes } 

Ratio of taxes at end of period to|} Rate of 
: those at beginning increase 

relative 
Type of taxes and location of selected properties to total 

1900-| 1905-) 1910-] 1915-| 1920-| 1925- Slate aud 
1905 | 10 | 15 | 20 29 | local tax 

collections 

Forest taxes per thousand board feet: ae |) Date Teed Jetee, |) Seeh|| Jeten 
Oregon, west-side counties_________-_-__---__------- 260 | 230; 140 SOR 210) | Saas 1.3 
Ores Oman GWA Da iit Sb 0 rae a | ee | eel | eee 80} 230 |_----- .9 
PASVCFAGO TOTAL OVS LAL CS eset ee a eee ey eee | er | rea 120 | 130} 150! 140 1.0 - 

Forest taxes per acre: : 
Maine: 

Corporation pac sto tee ie a he | 190 | 100} 100; 170] 150 1.1 
Corporation’ Bs: sae 3 6 ie eee ee 150 | 150 90 90 | 220} 180 ileal 
Corporationi@ -2te fos See ee reine 470 450 100 100 180 160 1.5 
Corporation Hewes kee Cae aN Soa eee 160 190 120 110 20 ee 11 

New Hampshire: Corporation D_______--_____---_-|_----- 80} 110/ 110; 150] 140 .9 
INC wa ork:( Corporation ys ee eee 130 | 120 80 90} 170} 150 .9 
Vermont: 

Corporation 22s ee Se ge en eo RE ean Tea ed 120 | 120; 120] 120} 150}; 140 1.0 
Corporation LD) Se 22) oe See ale oe eye 220 100 100 140 130 1.0 

Washington) Conporation hee re a een (soi! 9840) |. 120, | algo) oi | eee 1.6 
All taxes per acre, Michigan: 

Lower Peninsula forest counties____________________ 120 | 100); 160 80))|| 160) | a= .9 
Upper Peninsula forest counties ___-____._--___--_--_- 130! 100); 150 SOs COR sae .v 
MALLsforestiCounties|o82 2s a eee ee eee 120 | 100) 140 900) 1607 | 2s .9 
Mineralicounties ~ 2225-222 ye hens 120} 100; 100; 100} 200 |____-_- .9 
Marm COUNTIES. 2me sae es ae as ea ee a 1200|) OON 100851000)" 2200) ees .9 
Harm-urbanicountieses == seas s see ae se eens Seen NOOR Ns 100/150-2007 100K 250) See est 
Urbanicountiestesrsrieee os Seta ee ie enn eaeeees 100 | 120} 200; 100] 200 |_____- Vat 
A SCouTtiESs ee SN ne eee 2 See Ee es een 100 100 200 100 2507 | Sena sigal 

Farm taxes per acre, average for 26 States_______________|_--___]_-_-__|_----- 90; 160; 110 8 
Total State and local tax collections in the United 
POE Sj ee al ae eR Ie I a ws Se Se ee i 120 120 110 140 160 140 1.0 

1 Sources of data: Values read from figures 7, 8, and 9, and ratios computed. All taxes based on 1926 
purchasing power. 

In order to make a rough comparison between tax trends, the 
last column of table 107 was computed. This column represents the 
rate of increase, for comparable periods, of the average ratios for the 
category in question relative to the average ratios for the State and 
local tax collections. For example, to compare the trend in forest 
taxes per thousand board feet in the west-side counties of Oregon 
(first item in table 107) for the period 1900-1925 with the trend in 
State and local tax collections in the United States (last item in table 
107) during the same period, the ratios of each category were averaged 
separately. The average (geometric) of 260, 230, 140, 90, and 210 
is 170. The average (geometric) of 120, 120, 110, 140, and 160 is 
130. The ratio of 170 to 130 is 1.38. Thus, a rate in the last column 
greater than 1 indicates that taxes for the category in question have 
increased faster than the State and local tax collections. 

Compared with the increase in total State and local tax collections 
in the United States, taxes per acre in the forest, mineral, and farm 
counties of Michigan have increased at a slower rate. In the farm- 
urban and urban counties and in the aggregate of all counties the taxes 
have increased at a faster rate. The upward trend of taxes in the 
forest counties has probably been somewhat retarded by the shrinkage 
of the tax base due to the cutting of timber. 

Farm taxes per acre averaged for 26 States have increased at a 
slower rate than total State and local tax collections in the United 
States. 
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Table 107 shows that forest taxes per thousand board feet of timber 
in the west-side counties of Oregon have increased faster than the 
State and local tax collections in the United States, while in Oregon 
and Washington combined the rate of increase has been slightly less. 
The average taxes per thousand board feet for selected areas in 15 
States have increased at the same rate as State and local tax collec- 
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FIGURE 9.—Trend in taxes per acre in Michigan counties classified according to predominant use as com- 
pared with the trend in the State and local tax collections in the United States. (All taxes based on 
1926 purchasing power; sources of data: Tables 104, 105, and 106.) 

ALL FOREST COUNTIES 

MINERAL COUNTIES 
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tions. It should be noted that in the west-side counties of Oregon 
the greatest increases took place during the first decade of the present 
century, during which time there was an extremely rapid rise in 
timber prices. In view of this rapid rise in timber prices it would 
be expected that property taxes would also increase at a fast rate. 

Forest taxes per acre in 3 of the cases studied have increased at 
about the same rate as the total State and local tax collections; in 5 
of the cases they have increased faster, and in 3 they have increased 
more slowly. As in the case of the west-side counties in Oregon, the 
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rapid average tax increases of corporation C in Maine and corporation 
F in Washington are due for the most part to the extremely rapid rise 
during the period from 1900 to 1910, when timber prices were 
experiencing their most spectacular increases. 

This study of tax trends leads to the conclusion that recent trends 
in forest taxes are definitely upward, but for the most part the in- 
crease is at no greater rate than the increase in the total burden of 
State and local taxes in the United States. 

EFFECTS OF THE PROPERTY TAX ON FOREST 
MANAGEMENT 

NATURE OF THE EVIDENCE 

It has been claimed by many forest landowners and conservationists 
that the prevailing method of taxing forest property has been a cause— 
in many cases the most important cause—of the American methods 
of handling forest property, which involve, generally, destructive and 
premature cutting of timber, failure to reforest cut-over lands, and 
an almost utter lack of forest management of any kind. It will be 
recognized at the outset that the importance of taxation, as com- 
pared with other causes in producing any of the above effects, will 
vary according to circumstances and the mental attitude of individual 
owners. The weight given by an individual owner to the various 
conditions which determine the management policy of his property is 
dependent upon the workings of the human mind, and no general 
statistical record of such mental reactions is of course available. 
Obviously the best evidence bearing on this question is to be 
found in statements by owners and operators of the considerations 
which controlled their own operations. Further light may be thrown 
on the question by expressions of opinion on the part of well-informed 
persons. Finally it is possible by means of theoretical analysis and 
pertinent facts to appraise the influence of those major forces at work 
in the economic world which must in the long run control the actions 
of the great majority of forest owners and operators. One of these 
forces is taxation. The present section of this report seeks to investi- 
gate the effects of taxation on the use and disposition of forest 
properties on the basis of general principles and the available evidence 
and opinion. 

EFFECT ON THE HOLDING OF OLD-GROWTH TIMBER 

Conservationists have long tried to insure the United States against 
a timber shortage. Forest conservation in this country is now estab- 
lished as necessary to the public welfare, and any condition which 
tends toward a timber shortage is to be ‘considered inimical to the 
public welfare. It has been shown that timber is being cut faster 
than it is growing (73d Cong., 1st sess., S. Doc. 12, pp. 220-244). 
Any cause which tends to accelerate cutting or makes it impossible 
to curtail operations—even in the face of a chronic state of overpro- 
duction in the lumber industry accentuated by the general business 
depression—brings a deficiency in timber closer to hand. It has been 
claimed that the property tax has been such a cause, especially in 
recent years; that the timber owners must liquidate their timber as 
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rapidly as possible, in order to avoid confiscation by heavy taxation 
or in order to have money with which to pay the taxes. 

THE TESTIMONY OF THE OWNERS 

The results of the earliest investigation of this subject are contained 
in a monograph by Fairchild (101). This study presented some 
important facts as to the influence of taxation upon the handling of 
mature timber. Quoting from the report (101, p. 607): 

In the general run of cases there is little evidence to show that forests have 
been affected seriously by taxation. Indeed there is much positive evidence to 
the contrary. Among other sources, we have letters from nearly 500 of the lead- 
ing lumbermen of all parts of the country, written in reply to a schedule of 
inquiry sent out by the Forest Service. 

One of the questions asked in this inquiry was, ‘‘In what way, if 
any, have your lumbering operations been influenced by the rate of 
taxation applied to your holdings?”’? The answers to this question— 

give some valuable testimony as to the effects of taxation on the forests of the 
country. Incidentally they throw some light on the actual burden of taxation 
on timberlands. In some cases the replies are not very clear, and it has required 
the exercise of some judgment to tabulate them. The doubtful cases, however, 
are not numerous enough to affect the conclusions to be drawn from the answers. 

The answers to the questions may be classified as follows: 
INumibeniofilettersprecei ved) gwen Bay ay iy als ae a oar ee ee 484 
INomimformationyonsthis questions a yaaa huh al Gly a ee ea 117 
Nommiluencesion veryulittle’ siaei ee i la Ap lh A 234 
Errojo ello le teu wae yairabe ene nn a s  ae  ly k  s e y 8 
SONATE PU TATULE TA Ce ses ani, Ate pee baie eae se) Hla Li Me Cele es Bi uit a esi 125 

Charactenmotspeciticds: Sis MUNA ete LE ME Ged 1 
ASTIN SRC UNG ULI eM a MAUR te te UY cr cr ON le ae el eh 117 
Iceadsitosabamcdoningwlancdis ee oi al ek ae 8 

The cases in which taxation is said to have exercised some influence include a 
number of rather vague replies. Probably the number that clearly testify to 
some real influence would not be over 100. These replies are significant as show- 
ing how little influence taxation has really had upon the management of forest 
properties. . 

The United States Timber Conservation Board, attempted a study 
of the situation in 1931, preparing a somewhat elaborate question- 
naire, consisting of 14 questions and numerous subdivisions and 
dealing with existing conditions in the lumber industry. This 
questionnaire was submitted to regional associations of the lumber 
industry, from whom replies were received as follows: 

AMC CAM Weneer ackAage ASSOCIA bloMl 2 2): Oy Ils UNV Wy ie ie ey mats 18 
California Pine Manufacturers Association____._.______________-_-__-___- 1 
Calitormiacked woods Assoclationeas oa 2 ew en LL Gah ee y ee Nea tk) 1 
Marcdwoods Vianutacturers instituice: so. a ees ume ee ee ey el 14 
Netrowal rardwood lumber Associations. o 22 22. seo Oe ee ae 8 
Northern Hemlock & Hardwood Manufacturers Association______________ 12 
Southern Cypress Manfacturers Association_____.___._____________-____- 1 
SOUCMEDM ime ASSOCIA OMeRNs ele mae len /Un Ie dren CANN a NN i Om ANRN ER Ay 9 MS Ih Oreos 35 
\WiGsipCQonsie Lubin eines ANSSOCMER MORN os UN se ee 13 
Wiestern Pine Viamukacthinens@AssOCclavlon === semua a wa a ee 6 
INonmmmem bers Ol ASSOCIATIONS My oe ie een bine ipa a Anco beat RA UT UE Nena tht 15 

Total number, of returned questionnaires. _o2._-- 2-2-2223 ~~ lle 124 

One of the questions asked had reference to the topic under present 
discussion, being ‘‘ What are the principal causes of overproduction?” 
The replies to this question, as tabulated by the subcommittee on 
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taxation of the advisory committee of the Timber Conservation 
Board, were as follows: 

Number of returns. :5: 1502) 90 eye RNs sae 22 Aes 2k sg 124 
This question not. answered =e eae NE Siete Ney epee oe ee eee nies ee 31 
‘Taxation not: mentioned: inians wero 2 25 es he 76 
Taxation mentronmedss 20 sce he Gee We LSE AE ES Lee AO ee a eS 17 

As only case 2 20) Be aye ee) ee PUREE eS I eee ep eEEeS 2 
First, amorig! various: causeswec #49. ia ve ee a oe 9 
Following othercauses 28 se pe hel ane AO ei eg ene ee 6 

Since those who responded to this question may be presumed to 
have answered chiefly with reference to their own operations, these 
replies may be regarded as presenting definite facts as to the influence 
of taxation upon cutting policy. 

The subcommittee on taxation cited these replies, along with the 
replies to the earlier Forest Service questionnaire, as evidence of the 
relatively minor role of taxation as a cause of overproduction of lum- 
ber and arrived at the following general conclusion: 

Since the date of the foregoing statement [from the Report of the National 
Conservation Commission quoted above], the weight of taxation in the United 
States has increased materially, upon forest lands and timber as well as upon all 
other classes of property. The blighting influence of taxation upon reforestation 
fof which mention will be made later in this section] is even more evident than 
before, whereas it is still true that the idea that up to the present taxation has 
by and large had any widespread substantial effect upon the time and rate of 
cutting of the American forests or in hastening overproduction of lumber is not 
supported by the evidence, although it may well be that in individual cases 
taxes have actually furnished the controlling motive to cutting. 

Two of the six members of this subcommittee were not in accord 
with the above statement, and a rather spirited controversy ensued, 
which resulted in the various lumber associations searching for further 
evidence to support the contention that taxation has been a cause of 
overproduction in the lumber industry. A subsequent question- 
naire, sent to various timberland owners throughout the country in 
January 1932, by the National Lumber Manufacturers Association 
for the Timber Conservation Board, contained the leading question, 
‘Do you think taxation is in any wmportant degree the cause of hasten- 
ing timber cutting undesirably from an industrial or community 
viewpoint?” This produced a definite ‘‘yes”’ in 70 out of 76 cases. 
Following are some quotations from replies to this questionnaire: 

Qur experience over a period of years taught us quite definitely that the present 
methods of taxation do cause timber owners to force their product on the market 
when they would otherwise be keeping it on the stumps. [H. P. Brady of the 
Colby Lumber Co., Colby, Wash.] 

For the past few years, we have been cutting out at the rate of 30 million feet 
of timber per year, selling off the greater portion of our cut-over lands at $1.50 
per acre to the Government, and a small part of the better located and more suit- 
able land to actual settlers at from $2.50 to $5 per acre, making but a few small 
purchases of additional timber, and still our taxes amount to as much, or more 
each year as the previous year. This enormous burden, together with the 
dangerous hazard of wind and fire damage, the deterioration of timber through 
maturity and the interest on the capital invested, makes it almost impossible 
to carry a large tract of timber over a period of years at a profit. [M. J. Fox of 
the Von Platen-Fox Co., Iron Mountain, Mich. This statement contains a 
slight correction made by Mr. Fox subsequent to his original reply to the Timber 
Conservation Board.] 

Our timber was held in towns where there was just enough settlers so that they 
wanted good roads and good schools and our taxes ran probably higher than with 
some other people but the cold hard fact is that we had to cut our timber because 
of the excessive burden in the way of taxation. In truth and in fact the tax 
gatherer confiscated our property and ruined the chance that we had to make 
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some money if taxes had been reasonable. [A. L. Osborn, a lumberman of 
Oshkosh, Wis.] 

Taxes have been a factor, but in few cases in my judgment have they been 
anything but an average factor, not a major one, so to avoid the charge of propa- 
ganda I feel no large issue should be made of taxes as in compelling overproduc- 
tion. [R. W. Vinnedge of the North Bend Timber Co., North Bend, Wash. Mr. 
Vinnedge made the following amplification of this statement in later correspond- 
ence:] I think, however, that this statement should be qualified to except the 
cases of very large timber holders who have suffered a great deal by reason of 
excessive carrying charges. Such companies, which represent the “few cases”’ 
mentioned in my statement have had a pyramiding of all sorts of taxes during 
the number of years they have held their stumpage and I am inclined to believe 
liquidation of their holdings has been hastened by reason of the tax charge added 
to other carrying charges. 

Further expressions of opinion on this point were obtained by the 
Timber Conservation Board in 1931. A few representative opinions 
of timberland owners, selected from this testimony, are here presented: 

Timber taxes have been a very material consideration in the management of 
mature forests and an important cause of overproduction. 

To refer to our own experience, I can recall at this time at least three cases 
wherein we had to decide whether to continue operations over a period of years at 
a normal rate or speed up the cutting and materially shorten the life of the plants. 
The tax situation in each case was the decisive factor that caused us to increase 
production and cut out as rapidly as we could. In another case we were in- 
fluenced finally to sell a choice tract of timber because of mounting taxes and the 
sale necessarily entailed immediate operation. 

At the present time our operations here in the Northwest are on a basis of 37.5 
percent of our former running time and we are not selling our production and have 
twice the stock on hand that is necessary to successfully conduct our business. A 
more radical reduction in our output is urgentiy needed, but this does not seem 
possible of accomplishment because of the pressing need of funds to meet certain 
obligations, of which the payment of taxes is one of the most important. We are, 
therefore, continuing to sacrifice our capital assets for it is common knowledge 
that we and all other owners of timber in the Pacific Northwest and probably 
throughout the entire country are not nearly realizing through conversion the 
cost of our timber properties. [J. D. Tennant of the Long-Bell Lumber Sales 
Corporation, Longview, Wash.] 

Our opinion is best supported by calling * * * attention to the situation 
which confronts us today in Clatsop County, Oreg. We have in that county a 
logging operation and sawmill supported by 800,000,000 feet of timber, which at 
our normal rate of production would last us from 8 to 10 years. With the excep- 
tion of one company which owns considerable pulp timber, the owners of the other 
larger tracts of timber in the county will under normal conditions cut out in about 
the same period. The port of Astoria, which includes all of the county, has a 
bonded indebtedness of about $4,000,000, and, with the exception of a small 
amount of agricultural land, timber i is the only property of real value in the county. 
The port is now so hard pressed for funds that it will have to default on January 1 
on its bond interest and the bondholders will be faced with the necessity of nego- 
tiating with the taxpayers for a reduction of the indebtedness to a point where it 
may be possible for the port to pay out. Under these conditions could anyone say 
that the tax burden is not a compelling force in the cutting of timber? It is 
perfectly obvious that no owner of timber who is faced with a certain and rapid 
increase in tax rate will sit idly by and permit other owners to liquidate their 
timber if there is any possible chance for him to do so himselt. Every owner in 
that county is going to cash in as rapidly as possible * 

The tax burden is undoubtedly an important and alco factor forcing 
timber onto the market at too rapid a rate. [A. R. Watzek of the Crossett 
Western Co., Portland, Oreg.] 

At the time of the investigation of the Select Committee on Reforest- 
ation of the United States Senate in 1923, those representatives of the 
various forest industries who mentioned ‘taxation in connection with 
its effect on the rate of cutting mature timber numbered 16. Of these, 
13 stated that taxation hastened cutting of mature timber, the other 

101285°—35—17 
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3 stating that it had little or no effect. Some of these statements 
follow (67th Cong., 4th sess., hearing pursuant to S. Res. 398): 
W.S. F. Tatum of the Tatum Lumber Co., Hattiesburg, Miss., 

told the committee (p. 136): 

I am frank to say that if the board of supervisors continue to increase and levy 
taxes on the small timber like they have for the last few years we will be forced to 
get out from under that burden. 

Landon C. Bell, representing the Hardwood Manufacturers’ 
Institute of Columbus, Ohio, told the committee (p. 186): 

Timber should not be taxed annually as forest properties are taxed, because 
that has a tendency to make a man who otherwise might endeavor to keep and 
conserve his timber operate it, even to a lower diameter limit than otherwise, in 
order to get what he can out of it and be relieved from this burden of taxation. 

It is necessary, according to W. R. Sattersfield of the Chicago Mill 
& Lumber Co., Memphis, Tenn. (p. 536), to cut all trees down to 
8 inches in the hardwood bottom lands, on account of the taxes. 

George D. Oliver, a lumberman of San Francisco, stated (p. 657) 
that his company had no complaint to make against the existing State 
laws with respect to taxation. 

C. S. Chapman, then of the Western Forestry and Conservation 
Association, stated (p. 1335): 

There should be a modification of the present system of taxing privately owned 
land held for a second crop of timber to encourage reforestation by landowners. 
This should not, however, be in any way confused with taxation as applied to 
timber at present merchantable. 

W. B. Greeley, then Chief of the United States Forest Service, in 
criticizing a proposed optional immature tree value exemption plan 
of forest taxation for Oregon and outlining a compulsory bare-land 
tax and yield-tax law, stated (p. 505): 

Undoubtedly the present merchantable timber in a State like Oregon should 
continue to pay an ad valorem property tax until it is cut. A general tax plan 
such as that outlined should be applied to cut-over lands or lands containing 
scattered merchantable timber or immature forest growth. Thelaw might specify 
that the special tax plan should apply to all acres containing less than some speci- 
ae footage per acre so as to automatically exclude stands of high merchantable 
value. 

The yield tax has been generally advocated as the method of taxing 
forests which would best remove the urge to liquidate prematurely. 
Some further light on the question of the effect of taxation upon 
cutting policy is shed by the answers to an inquiry sent by the Na- 
tional Lumber Manufacturers Association for the Timber Conserva- 
tion Board in 1931 to a select list of 41 timber owners. The purpose 
of this inquiry was to secure comments on: 

1. The probable effects on timber ownership and lumber produc- 
tion in the States in which they are interested of the substitution of 
an optional yield tax for the annual property tax on mature timber, 
i. e., a choice between continuing on the annual property-tax basis 
and a yield tax, and 

2. The character and extent of financial assistance probably neces- 
sary in these States to enable the State and local governments to meet 
current fiscal needs in case the yield tax was substituted wholly or in 
part for the annual property tax on mature standing timber. 

The yield tax was found to be by no means in universal favor. 
Of the 19 replies received, which discussed the first point, 10 preferred 
the yield tax and 9 either preferred the property tax to the yield tax 
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or believed that the yield tax was impractical in their particular 
locality. Of the latter, 6 were from the Southern States. Following 
are some interesting comments from these replies: 

I do not believe that the substitution of an optional yield tax for an annual 
property tax on mature timber would have any great effect in the States of Louisi- 
ana and Mississippi where we are interested. ‘There are very few owners of any 
large blocks of land in these States and, generally speaking, I feel that those owners 
will cut their timber as fast as the market will take it. However, such effect as 
this would have would certainly be in the direction of allowing more orderly 
marketing of lumber. [A. C. Goodyear of the Great Southern Lumber Co., 
Bogalusa, La.] 

I find it a little difficult to set down in definite form an opinion as to the probable 
effect on timber ownership and lumber production of the substitution of an 
optional yield tax for the annual property tax. It is my own belief that if a 
clean-cut change of this sort could be brought about and if timber owners could 
be assured that the yield tax rate would not be subject to unfair and unreasonable 
increases by successive legislatures, the effect would be to conserve our remaining 
timber supply and to encourage the use of lands, not suitable for agriculture, for 
timber growing. [J. H. Eddy of the Kaul Lumber Co., Birmingham, Ala.] 

We have in Wisconsin a yield-tax law, as youknow. That is, we can put timber 
under the forest-crop law or we can continue to pay annual taxes as heretofore. 
It does not pay to put the timber under the forest-crop law if it is going to be cut 
within a few years. Of course it is not possible to tell exactly how long because 
one does not know what the taxes are going to be, but probably if the timber was 
to be cut within 10 years one would be just as far ahead to pay the annual taxes. 
On a long-time proposition it would pay better to put the timber under the forest- 
crop law. [W. A. Holt of the Holt Lumber Co., Oconto, Wis.] 

The present methods of taxing our timberlands has resulted in a very serious 
burden to private timber holders and has created an urgent desire on the part of 
most of these timber owners to sell, or cut, or dispose of in any manner the timber 
that is costing so much in carrying charges, and I think if the owners had any 
opportunity at all to adopt an optional yield tax instead of the annual property 
tax on mature timber, their choice would be very obviously in favor of the annual 
yield-tax policy and, if this could be brought about, timber ownership would 
probably be more popular and the urge to cut and market in an uneconomical 
manner would be very much lessened. [W.C. Lubrecht of the Anaconda Copper 
Mining Co., Bonner, Mont.] 

If the yield tax per thousand feet is high, operators like ourselves, who are cutting 
100,000,000 feet a year and expect to go as high as 150,000,000, would be at a 
great disadvantage as compared with the operator who has the same amount of 
stumpage that we have but is only cutting 25,000,000 or 30,000,000 feet a year. 
[A. B. Hammond of the Hammond Lumber Co., San Francisco, Calif.] 

Will state in reply to point no. 1, that in my opinion a substitute of an optional 
yield tax for the annual property tax on matured timber would have no effect on 
cypress, because of the small remaining stand and the limited life of present opera- 
tions. As an owner of fir and redwood stumpage on the Pacific coast, will state 
that I believe a yield tax would be a great deterrent to the chronic overproduction 
in this region. [C. R. MacPherson of the Wilson Cypress Co., Palatka, Fla.] 

ECONOMIC ANALYSIS 

Old-growth forests present to their owners the choice of three 
principal management policies. (1) The forest may be cut beginning 
immediately without any effort to secure regeneration or to maintain 
a forest-growing enterprise; that is, it may be operated destructively. 
(2) The forest may be cut in such a way as to insure its continued 
productiveness, with or without a definite plan of conversion to 
sustained yield, either annual or periodic. (3) The forest may be 
held intact for future sale or cutting. It is essential to the purposes 
of this investigation to analyze the influence of taxation among the 
factors which determine an owner’s decision regarding the manage- 
ment of his forest. 

The second policy of management for continuous production would 
be affected by a well-administered property tax only to the extent 



260 MISC. PUBLICATION 218, U. S. DEPT. OF AGRICULTURE 

that deferment of income might be involved, as explained later in 
discussing the effect of the property tax on the growing of timber. 
At this point, the discussion is confined to the choice between destruc- 
tive cutting and holding. 

It will be assumed that the timber owner will generally be guided by 
the desire to make the maximum profit or suffer the minimum loss. 
Under this assumption, decision whether to cut now or at some future 
time will depend on whether the value to be obtained at the future time 
is expected to be greater or less than the sum of the present realizable 
yield plus all carrying charges to the future date. Obviously, if the 
future yield is greater than the present realizable value plus carrying 
charges, the owner will find it advantageous to hold the forest for 
future cutting. If, on the other hand, it appears probable that the 
value to be obtained at the future date will not be so great as the 
present realizable value plus carrying charges, it will be advantageous 
to cut now. The principal carrying charges are interest, taxes, and 
protection costs, the first two being generally much creater than the 
third. For the purposes of this discussion, interest is the interest 
which might be earned on the present realizable value, regardless of 
whether the invested capital was owned or borrowed. 

It may be helpful to give the general principle stated above the 
precise form of mathematical terminology. 

An owner of old-growth timber, in deciding upon his cutting policy, 
must take into consideration the following factors: Present realizable 
value of stumpage (or realization through conversion into products), 
V,, and realizable value of stumpage 1 year hence Vj. 
It is assumed, as in other examples in this report, that interest at p 

rate, taxes at r rate, and other carrying charges, e, are due at the end 
of the year. ; 

V,— 

Ii—V,=V,(1+p+r)-+e, or if V; op trte, 

it is immaterial whether the timber be cut now or allowed to remain. 
This is the case of a marginal owner of timber. A change in any of the 
factors will definitely decide for him whether to hold his timber or 
cut it. 

It—Vi>Voll-+p+r) +e, or if UE pyr 4 
0 

it is profitable to hold the timber, and the owner will find it to his 
advantage to refrain from cutting under such conditions. This is 
the case of the speculative timber holder. 

Vi Vo aaah) er Ue gyi fa 
Vo Vo 

it is advantageous to cut the timber. This is the case of the active 
operator of old-growth timber. 

To take an example, assume: 

IBreSeMt pValue cas ae wee oko ks Ma ie 0 SANA ee $100. 00 
IntereSt soe eee Ee eh OE OD Ce Ee ee ee 3. 00 
oh CRED ee Sea LT ICR Ge ie Me ED ON Ma RRR IES fag) eho Fee TEST 75O 
Othericarryime chargesls. 2 vs 22 2. as fe a ee 50 
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Then, if V;1 is just equal to $105, the owner is a marginal holder of 
timber, ‘and it is immaterial to him whether he holds it or cuts it. 
But, if Vii is more than $105 (say, $108), it will pay the owner to with- 
hold his timber from cutting. On the other hand, if V, is less than 
$105 (for example, $102), it will pay the owner to cut his timber. 
Thus if the owner has reason to believe that the increase in value of 
stumpage will not keep pace with the carrying charges, he will natur- 
ally be influenced to cut the timber and get what he can out of it. In 
this example, interest constitutes 60 percent of the total carrying 
charges, taxes 30 percent, and other carrying charges 10 percent. 

The effect of a change in taxes may now be examined. Let it be 
assumed, first, that the tax rate is increased from 1.5 to 2.0 percent, 
the other factors remaining the same. Then, the marginal owner 
with V, equal to $105 will become an operator, because now 
Vo i1+p+r)+e=$105.50. The status of each of the other owners 
remains the same, since $108 is greater than $105.50 and $102 is less 
than $105.50, but ‘the timber holder is drawn closer to the margin, and 
the operator is still more strongly induced to cut his timber. In this 

example, interest constitutes 54.5 percent of the total carrying charges, 
taxes 36.4 percent, and other carrying charges 9.1 percent. 

On the other hand, assume that the tax rate is decreased to 1 per- - 
cent. The marginal owner now becomes definitely a holder, since 
VY, (l+p+r)+e=$104.50. The holder is now even more deter- 
mined to allow his timber to stand, and the operator continues to 
operate, though with less to gain thereby than before. In this 
example, interest constitutes 66.7 percent of the total carrying charges, 
taxes 22.2 percent, and other carrying charges 11.1 percent. 

The preceding theoretical analysis, in order to simplify the mathe- 
matics involved, covered a period of only 1 year. Under normal 
conditions, where large tracts of timber are involved, the period for 
comparison of present realizable value and future realizable value 
would be much longer than 1 year, and the removal of the timber 
in 1 year would be impracticable. In such cases the realizable value 
at any time would be the present worth based on an orderly removal 
of the timber beginning at that time and covering the shortest period 
of years consistent =a maximum operating returns. The principles 
developed are obviously the same, however, whether the period for 
comparison of present and future realizable value is a single year or 
any number of years. 

As a general proposition all carrying charges are alike in their effect 
upon the policy of the timber owner. It is the total of all carrying 
charges which, in relation to the present realizable value and the value 
to be realized at some future time, determines whether timber should 
be cut now or later. In this total the several items are of relative 
importance merely in proportion to their respective amounts. As 
thus rated, interest ordinarily stands first among the carrying charges. 
Taxation comes next. Other items, such as protection and adminis- 
tration, are generally of far less importance. It should be clearly 
understood that interest, as a carrying charge affecting cutting policy, 
is not merely the interest which must be paid on borrowed capital. 
Neither is it the interest on the investment which the owner has made 
on the property. It is the total interest which might be earned on 
the present realizable value. ° 
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Practical evidence bearing upon the relation of taxation to the 
holding of timber investments and to the operation of large logging 
and lumbering enterprises was obtained from owners of timber prop- 
erties in Oregon and Washington. This region was selected because 
of its leadership in the extent of virgin timber in private ownership 
and in current lumber production. Detailed reports were called for, 
using two form statements, one for owners of blocks of timber which 
had been held as a reserve ’ supply or for investment, and one, which 
is of most interest in the present analysis, for active operators. These 
form statements, which were prepared with the advice of representa- 
tives of the lumber industry, were sent to 353 corporations and indi- 
viduals. Eighty-one of these returned answers, in 70 of which the 
data were usable. Several did not cover all of the timber blocks 
owned by the party making the report, and in such cases there was 
no check on the manner of selection. Otherwise these replies appar- 
ently afford a random sample of the industry and may therefore be 
considered representative. 

Practically all of the data on which this study is based were col- 
lected in 1928, and they therefore do not go beyond the last full year 
for which figures were then available, or 1927. While certain changes 
in the economic and tax situations in the Pacific Northwest have 
taken place since that time, it is believed that the material is still 
useful.* 

The data collected in this way include the amount of the net invest- 
ment in timber and timberland owned by the reporting operators at 
the end of 1922 and of 1927, calculated by deducting from the original 
cost of the tracts owned the total charges for timber depletion on a 
cost basis up to the close of the year in question. These figures were 
averaged in order to get an approximation of the average investment 
in timber and timberland for the period 1923 to 1927. The average 
investment thus obtained in round figures is $96,000,000. Since the 
appreciation in value over the original cost doubtless outweighs the 
small part of the investment which may fairly be allocated to land 
value, this average investment may be taken as a very conservative 
estimate of the average value of the timber owned during the period. 
Thus $96,000,000 may be considered as corresponding to Vp) in the 
above formula. The average annual taxes on these same properties 
for the same years are $1,410,000, which figure is Vor in the formula. 
It was impractical to determine the other carrying charges on timber 
and land for the operated properties, because they are included with 
the charges of the logging and manufacturing business. It was found, 
however, that 1,554,000 acres of nonoperated timber paid $261,500, 
or 17 cents per acre, for fire protection and administration. This, 
multiplied by the area in acres of the operated properties, 1,151,000, 
gives $196,000, which may be considered e in the formula. A 3-per- 
cent interest rate (the tax-free, risk-free rate used in other parts of 
this report) may be used, making interest $2,880,000 (Vop in the 
formula). The carrying charges, therefore, are as follows: 

Dollars Percent 

imtenrestaGyop) esses eo Nea ST PSE A a ee oe 2, 880, 000 64 
Ma KeSR AV (7, eee Se UL ORE ae bY cot Bh aee ls eS Ph eae AR 1, 410, 000 32 
Othersy (6): set hel eee eile Vi eee 2 le ee 196, COO + 

lB FES) AAG an FAR Ta a MRS Dogar cys ah so PL 4, 486, 000 100 

8 For a more detailed presentation of this material, refer to Progress Report 14. (See footnote 9 on p. 14.) 
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These facts are instructive as bearing upon the relative importance 
of interest, taxes, and other carrying charges. 

While interest is generally a much more important carrying charge 
than taxes, there are cases here and there where taxes may exceed 
interest. It has been shown in an earlier part of this section (table 
87) that in 9 Minnesota townships, in 4 Wisconsin towns, and in 1 
town of New Hampshire, taxes are more than 3 percent of the esti- 
mated value of forests. In these cases taxes actually surpass interest 
at 3 percent. But these are all exceptional cases, and the forests 
located therein are principally cut over. Taxes probably are the most 
important factor leading to the cutting of those few remaining rem- 
nants of old-growth timber in these localities, but the amount of 
timber so affected by taxes is undoubtedly a very small percentage of 
the total stand of old-growth timber in the United States. The con- 
clusions drawn above from the Oregon and Washington data may be 
taken as fairly typical of the situation in the regions where old-growth 
timber is still important. Interest based on a very conservatively 
estimated value appears to be relatively about twice as important as 
taxes as a charge for carrying merchantable timber. Also it should 
be noted that only pure interest is considered in this calculation. 
Where part of the capital is borrowed, there is an additional carrying 
charge, also termed “‘interest”’ in ordinary business usage, which 
consists of the difference between pure interest at 3 percent and the 
actual payment on the borrowed capital at the usual rate of 6 to 8 
percent. 

It should be perfectly clear from the foregoing analysis that the 
factors which should govern the owner’s decision as to the time of 
cutting are all in the present and future, not in the past. Past costs, 
whether original purchase price, interest on the investment, taxes 
already paid, or any other costs, have nothing to do with the question. 
The owner should base his decision on present realizable value, future 
yield, and future interest, taxes, and other carrying charges. It cannot 
be too strongly emphasized that the decision to cut or to hold should 
not be at all affected by the amount of the original investment or by 
costs already incurred. Determination of the factors upon which the 
owner’s decision should be based requires the exercise of judgement. 
The present realizable value of the forest is a matter of appraisal. 
The realizable value at some future date and the intervening carry- 
ing charges are in the future. Their values must be estimated by 
judgment of the future; that is, by prophecy or speculative judgment 
in the broadest sense of that term. Above everything else the owner’s 
judgment will rest upon his prophecy as to future values of forest 
products. Next in importance comes estimation of the future carrying 
charges, among which interest generally occupies the predominant 
place with taxation ordinarily in second place. 

There can be no question of the validity of the principles thus 
developed. It is true nevertheless that there may in particular 
instances arise counteracting influences that will prevent the owner 
arriving at the decision that would normally be to his best interest. 

Taxation may sometimes force cutting which the owner would not 
otherwise find advisable, as the only possible source of money with 
which to pay the annual taxes. Of course, if the owner has no other 
resource, he must realize on part of his timber to pay his taxes, whether 
heavy or light, unless he is to be excused from annual taxes alto- 
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gether. Cases such as this would rarely occur at a time when general 
conditions were favorable to the holding of merchantable timber. 
Ordinarily, if timber values are expected to increase at a rate faster 
than the sum of interest, taxes, and other carrying charges, most own- 
ers would find some means of Taising the annual carrying charges 
rather than to lose money by premature cutting. On the other hand, 
if timber values fail to promise an increase at a rate greater than 
interest and other carrying charges (not including taxes) then it would 
be profitable to cut even though there were no taxes at all, and in 
that case it should be recognized that, even though owners may appear 
to be cutting to get money for payment of taxes, the real reason for 
cutting is the unfavorable prospect of future values and not the burden 
of taxation. 

In the second place, there doubtless is a psychological difference 
between interest which must be paid to creditors and interest which 
is merely calculated upon the value of the owner’s capital. The timber 
owner, seeing an unfavorable future, and pressed by his creditors for 
payment of interest on his debts, may easily be led by the pressing 
nature of such demands to give less weight to interest on his own 
capital than its true economic importance would require. In like 
manner, taxes which are a present obligation, carrying threat of loss 
of his property, may carry an importance in the owner’s eyes out of 
proportion to their true importance as compared with interest on his 
own capital. In this way the effect of interest on borrowed capital 
may have a disproportionate psychological importance and, especially 
in times of economic depression, taxation may attain to an importance 
in the eyes of certain owners beyond what its relative position would 
ordinarily justify. 

In the third place, there is a psychological resistance to realizing a 
loss which sometimes causes an investor to retain a property against 
his own best interest. Thus the amount of the original investment 
and subsequent cost may in practice sometimes be a factor that is 
considered in deciding whether to cut or hold timber. 

It should also be noted that where an owner has timber in two or 
more taxing jurisdictions with different tax rates, he will frequently 
choose, if other things are equal, to cut first in that district with the 
highest tax rate. This was brought out in the testimony of R. R. 
Chaffee, of the Wheeler & Dusenbury Lumber Co., Endeavor, Pa., 
who stated to the Senate Reforestation Committee in 1923 (67th 
Cong., 4th sess., hearing pursuant to S. Res. 398, p. 136): 

Our taxes have in a measure regulated our cutting policy to the extent of with- 
drawing operations in one county or township and increasing them in another as 
is fluctuations of the assessors increased taxes here and maybe decreased them 

ere. 

Taxation thus becomes a real influence in hastening cutting in a 
particular district, although this is only the result of choice between 
districts and without effect upon the total cutting in the State or 
region. 
The present situation in the lumber industry is in conformity with 

the foregoing facts and principles. The key lies chiefly in the judg- 
ment as to the future of stumpage values. In the past lumbermen 
have generally assumed that the increase in stumpage values would 
at least keep pace with carrying charges. This assumption, in recent 
years (1923-33), they have found was not being fulfilled. The follow- 
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ing statements in support of this point of view are quoted from an- 
swers to questionnaires prepared for the Timber Conservation Board 
in December 1931: 

We can say that in connection with the Douglas fir region, with which we are 
more or less familiar, the annual bill for taxes has for many years been a con- 
siderable factor in cutting of timber. One of the main reasons is that the price of 
stumpage has not increased sufficiently to cover carrying charges, and any timber 
owner that has had an opportunity to market his holdings, or a part of them, has 
been eager to do so, in order that the tax bill could be cared for from the product 
of the property. Taxes have been so heavy for the last 10 to 15 years, and with- 
out any reward in sight for taking money from other income to carry timber, that 
nearly all private owners are intensely interested in operating available stumpage 
[George L. McPherson of the George L. & J. A. McPherson Corporation, Port- 
land, Oreg.]. 

The average lumber operator has had his trouble climaxed in the last few years. 
He has been unprogressive and has lacked foresight. He has been a good citizen, 
acknowledged his debt to society and has accepted the idea he should pay taxes 
and has done so without complaint. He has been optimistic, in a blind way, and 
expected the recurrence of periods of prosperity he had enjoyed, which would 
permit him to carry on [C. Arthur Bruce of the E. L. Bruce Co., Memphis, Tenn.]. 

In recent correspondence, Mr. Bruce has pointed out that his 
present opinion is that since the time of the observation quoted the 
lumber operator has received a great deal in the way of education and 
has developed the ability of analysis and much greater foresight. 

Present prevailing conditions in the industry have tended to develop, in the 
minds of a good many operators, a loss of confidence in future values of timber and 
the opinion is quite prevalent that the remedy is several years hence. Under such 
conditions, we can expect many operators to liquidate their stumpage and get 
what they can out of it, rather than to carry the tax burden for an indefinite 
number of years in the hope that increase in possible conversion returns at some 
future date will more than offset the carrying charge incurred meanwhile [J. L. 
Bridge of the Sound Timber Co., Seattle, Wash.]. 

The past history has shown that log prices are not mounting fast enough to 
take care of the investment [C. S. Polson of the Polson Lumber & Shingle Co., 
Hoquiam, Wash.]. 

W.R. Morley of the Saginaw Timber Co., Aberdeen, Wash., in an 
address delivered before the annual forest management conference of 
the Western Forestry and Conservation Association in February 
1932, and subsequently published in the West Coast Lumberman of 
May 1932 (p. 19), stated: 

In the past the annual timber tax was largely offset by an enhanced value of the 
timber itself. Stumpage values, however, ceased to grow 6 or 7 years ago, they 
became stationary and recently have tended steadily downward. The average 
opinion in this region seems to be that future increases in timber value will not be 
enough to cover the steadily accumulating carrying charges, the largest by far 
being property taxes. ; 

The failure of stumpage prices to increase as rapidly as expected is 
undoubtedly the underlying cause of overproduction in the lumber 
industry. The property tax plays its part as one of many items in the 
total carrying charges. But itis not the most important of the carry- 
ing charges, and carrying charges altogether are often less important 
than future stumpage prices in influencing cutting. 

Those who have expressed exaggerated opinions as to the effect of 
taxation upon overproduction of timber have been inclined to forget 
the greater importance of interest—on the realizable value of forest 
properties—and have sometimes failed to realize that, if forest values 
do not give promise of an increase at a rate at least equal to the 
interest rate, taxation cannot be the cause of cutting, since under such 
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circumstances the most advantageous course would be to cut even 
though forests were entirely exempt from taxation. 

In short, the disposition of merchantable timber is governed in the 
long run by the judgment of its owners as to what will be for them 
the most profitable course. The principal factors that determine 
such judgment are the present and expected future realizable values 
of forest properties and the charges which must be incurred in the 
holding of timber for future disposition. Taxes are one of the im- 
portant carrying charges, though generally of considerably less 1m- 
portance than interest. In certain border-line situations and in cer- 
tain cases where individual owners are peculiarly situated, taxation 
might be the predominant factor in causing the cutting of old-growth 
timber. By and large, however, it is clear, on the basis of the evi- 
dence and the general economic principles involved, that taxation has 
not, up to the present time, been generally a controlling influence 
upon the time and rate of cutting of the American forests or upon 
the overproduction of lumber. 

It is now (1933) contemplated that, pursuant to the National 
Industrial Recovery Act, overproduction will be prevented under 
the lumber and timber products codes by restrictions having the 
force of law. To the extent that this policy is continued, taxation 
will of course have no power to cause overproduction of lumber and 
other timber products. 

EFFECT ON THE GROWING OF TIMBER 

THE TESTIMONY OF THE OWNERS 

The 1909 investigation, to which reference has already been made, 
yields some important evidence regarding the effect of taxes on forest 
growing (101, pp. 608-610). An inquiry was addressed to forest 
owners containing three questions bearing on this subject. The first 
was: ‘“‘ Would a reduced tax lead you to adopt different methods so as to 
preserve young growth or to leave seed trees wn order to provide for a 
future crop, and for the protection of cut-over land from fire?”’ The 
answers received were as follows: 

Number’ of letters Tecel vea 2.2 x5 ac we 484 
INO mt OR TI's CLOT OT CII GGUS GO Ta eet ge ee tee 100 
Noor dowbtiulsceics Ga eG NS Ee ee Maria Drie anil neue ame apa 166 
Ves Jor probably, OFM SOMME Cases ae we xe ee aig eet ae a gee te ee 218 

The second question was: ‘‘ Would it lead you to plant such of your 
holdings as have been cut over when planting is necessary?”? The 
answers to this question follow: 

Numberoflettersineceivied 22 22 A Ss Ch a ae eee 484 
Notinformation on this question 22 722 wae sie ep ep ee ee ee 173 
IN OssOrsCOulb GE eo se a a 5 Ll 182 
Yess or possibly, or would Comsid en ita 5 eee Sse apy epee eee eee we 129 

The third question was: ‘‘ Would it influence you not to abandon 
cut-over lands?”’ ‘The answers are as follows: 

INumbersof letters received 0G HOw AT, DS A LO een 484 
Nomunformation on this (questions a2 22090 ha eee ee ene ee 184 

Co Rainey ie, Trea See Rete a eae On aS Rie A RGIS TONG ONE OLN Neer A gh 123 
NV i 8 ee aa eee a ee aR Be SUN AE aA A le a LOS 

The answers to the questionnaire sent by the Timber Conservation 
Board in 1931 contain additional evidence. One of the questions was: 
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“When reforestation is not being undertaken, what are the principal 
reasons?”’ The answers may be tabulated as follows: 

Nua ero fae e GO Tp Ss ee a ke PND Fe A ota 58 RG 2) Ne ery 124 
PIs" qQueSton Mota nswereds Oa hmm ESOS eyed ee a ae ee 41 
Reforestation 1s beme unmdenvaken sue sian Doe! eee a ae ey a a 11 
Haxationmotymentlonedem Answers se Ee) Mtn 1 ee ees ie ub 37 
AD isch HO THT ETAT OTA CCl HE pape ap RES Nn Ss lds ley ep gs ea 35 

ASnOMiliy me ANISe Me MGlOMC Cee wees sen See bres tg OE a 16 
instea mone vVanTrloushcausesimers sare Riot Licey UN AU Spo) 28 2 ae 13 
NHollowinevotherLeausesmny secre sii Cote ane eh ee Rh ae 2 6 

Replies to the question: ‘‘ What are the principal obstacles to com- 
mercial reforestation?’’ may be thus tabulated: 

ENG UiTaa OTOL ETE G TAS Ms ATM tes em LR AL ee | ng a 124 
AiSROMEStlOMMMNObLaAMSWZeTe Gmt weer ses Ce NE OE cee ee ene 33 
eforestationvistpoermosumdertakem a ink Ons ees LL De eM a Ee 8 
DASEHUOIN NCW cKO TO MEG! Iba LAS yRer 5 Ai5 os a ee Ee ae 26 
IRS NS FN IONE ODE NON ETO ayo Ls 01k Mig st Sean RS Oa pe ca ye a eR 5T 

ANG) CONMIGO HOVE 20 CXSI OUI OSX bean Be AN des AA a a ee le cael Ay Lae Lg 20 
IES CRATM ON Ce VARIOUS) CAU SCS eet etic MIT Gin UNL INATEUIEE SIV AEA Uae Ranta 22 
ONO WANS WO UMC TRC AUIS Cote yey nu pemc ee Cu kaise NEA G ot Re aA ANS ey Maar oe Si Biue te e 15 

As compared with the significantly slight recognition of the property 
tax as a cause of excessive timber liquidation, the indictment of the 
property tax as an obstacle to the growing of timber is distinctly 
stronger. The chief reason why it is not even stronger in the case of 
erowing timber is evidently because many landowners would not be 
interested in forest-growing even if taxes were reduced or removed 
entirely. This fact is brought out in much of the testimony, where 
many of the owners mention other factors than taxes as obstacles to 
timber-growing. In addition, the very silence of the many owners 
who refrained from answering all of the questions in the foregoing 
questionnaires would seem to indicate quite clearly that they are not 
interested in timber-growing. 

Timberland owners have repeatedly testified to the belief that taxa- 
tion is a discouragement to commercial reforestation in this country. 
Taxation, however, is not generally given as the sole reason and not 
always as the most important one. Out of 64 owners testifying before 
the Senate Reforestation Committee in 1923 who mentioned taxa- 
tion in connection with reforestation, 53 stated that taxation was an 
important obstacle in the way of commercial reforestation. Most of 
the 11 operators who stated that taxation had a negligible effect on 
the practice of forestry believed that commercial reforestation would 
be impractical, even with an adjustment in taxation, because of the 
length of time it takes to grow timber and because of the risks involved. 
A few extracts selected from the testimony given at these hearings 
are presented here (67th Cong., 4th sess., hearing pursuant to S. Res. 
398): 

Wilson Compton, secretary and manager of the National Lumber 
oa Association, ieee cin: D. C., told the committee 
1D. He) 

The extent of practicable functioning of private enterprise in the production 
of saw timber has been declared by the lumber manufacturers and timberland 
owners to be dependent in large part upon: (1) The efficiency and universality 
of organized protection against fire, and (2) the extent to which lands bearing 
growing forests are relieved from the burden of annual taxation. 
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V.M. Scanlan of the Hattiesburg Lumber Co., Hattiesburg, Miss., 
stated (p. 137): 

Those who undertake to grow and preserve timber should be immune from 
this high taxation. These small trees should not be taxed in the same proportion 
as the other timber is taxed. The fact that the small trees are taxed like the 
other timber discourages husbandry, and no man can afford to undertake it. 

Rasmus Hanson, a lumber manufacturer of Grayling, Mich., believes 
(p. 4387) that even with assured adequate fire protection and an 
adjustment of the tax burden it would be impracticable for lumber- 
men to practice forestry in this country. He believes it is a job for 
the National Government. 

C. R. Johnson of the Union Lumber Co., San Francisco, Calif. 
(pp. 642-643), told the committee that he believed it to be a good 
commercial investment to reforest in the redwood region of California, 
in spite of taxes. However, he commented further: 

I think that the question of taxation, probably, deters more people from adopt- 
ing a policy of reforestation than any other thing. Taxation is something that 
a tree has to face for 50 years under the present system. It has to walk up, as 
it were, to the tax collector’s office 50 or 60 times, in some regions longer than that, 
to pay taxes. And it is not only the taxes at the present rate, but it is the un- 
known factor of what the taxes will be in 10 years, 20 years, 30 years, 40 years 
from now. Our company went into reforestation and we are taking our chances 
on that. We believe that something will be done, and when it is done it will 
naturally apply to everybody. 

A. C. Dixon of the Booth-Kelly Lumber Co., Eugene, Oreg., stated 
(p. 724) that with respect to cut-over lands, ‘‘. . . the taxation and 
carrying charges would prevent any private concern from successfully 
reforesting .. .” 

L. T. Murray, West Fork Timber Co., Tacoma, Wash., stated 
(p. 831): 

... In my own particular case and in my own particular location I think I 
can see possibilities in reforestation, with an adjustment of our taxation situation. 

H. G. Miller of the Kalispell Lumber Co., Kalispell, Mont., gave 
the following testimony (p. 951): “I don’t think that m Montana, 
considering the long period required for reproduction, reforestation 
will ever be economically and commercially practicable.” 

In view of the present tax situation, the Anaconda Copper Mining 
Co. cannot afford to hold land for reforestation, but has no way of 
disposing of it, according to Roscoe Haines of Bonner, Mont., repre- 
senting that company (pp. 966-967). 

George W. Sisson of the Racquette River Paper Co., Potsdam, 
N. Y., stated, in effect, that his company is practicing forestry in 
spite of taxes, but that a change in the methods of taxation would 
help. He stated further that it is possible to practice forestry for 
pulpwood, but not for saw timber (p. 1021). 

THEORETICAL ANALYSIS 

INTRODUCTORY 

In order to determine the approximate effect of taxes on the growing 
of timber it is necessary to resort to a highly theoretical analysis. 
Such procedure is necessitated by the fact that actual timber-growing 
enterprises in the United States are at present not sufficiently numer- 
ous to furnish a good sample of cost and income data; furthermore, 
detailed financial accounts of such enterprises are not available. 
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As in the analysis of the relation of taxes to forest income in an 
earlier part of this section, the results of forest research and the 
experience of the national forests are here used as indications of con- 
ditions likely to be found on privately owned forests in the future. 
In fact the same data are used in the present analysis as in the previous 
one. The reader should be warned again that, while exact figures are 
presented, they are actually only rough estimates of prospective 
incomes and expenses. Furthermore, this analysis is based on the 
premise that the forests would be grown from bare land—a practice 
which would only occasionally be necessary under actual conditions. 
It is not intended to show whether forest planting, or any other silvi- 
cultural measure, is likely to be profitable for the species and region 
discussed. ‘The assumptions do not include the very common case 
where forest planting may be profitably used as a means of supple- 
menting natural regeneration. But in spite of the nature of these 
assumptions, the analysis is none the less suited to its purpose, which 
is merely to show roughly the place of taxes among the carrying 
charges necessary to the growing of timber under conditions of 
maximum income deferment where such taxes tend to be most 
burdensome. 

Wuitre Pine In New HampsHire 

The effect of property taxes in the case of white pine in New Hamp- 
shire is illustrated by table 108, which is based on the same assump- 
tions as to yields and costs as table 93, in an earlier section of this part. 
The financial rotations and initial forest values are shown, assuming 
(1), no taxes at all, and (2), a property tax at a typical rate for this 
region. The great difference between the initial forest values with 
and without taxes shows the importance of taxation in determining 
the possibility of profitable investment in forestry under the assumed 
conditions. However it should be noted that even with the imposition 
of this tax, growing white pine on good sites would pay a return of 
more than 3 percent if the investment in land and regeneration, 
whether artificial or natural, could be held under $15 an acre, other 
assumptions remaining the same. 

TaBLeE 108.—Financial rotation and initial forest value, with and without taxes, for 
white pinein New Hampshire, on different sites, and with and without planting | 

GOOD SITE 

Planting Natural regeneration 

Initial Initial 
Tax rate Financial forest Financial forest 

rotation value per rotation value per 
acre acre 

Years Dollars Years Dollars 
Gperce mt aean a sare oi mene Ee Ong) ee ops Pus ea ee 50 61. 70 50 64. 20 

PAGS OY) OS) ON he cap gs pa RON PR a RU 46 15. 50 45 16. 40 

MEDIUM SITE 

ONDER COTE ets eee as ate ah cea a ene LE Puen suc 53 44, 20 51 46. 60 
ZANDERCCN Gael Be Ne wism Nh AR hh A Ae ee ie Le De 48 10. 70 47 11. 40 

POOR SITE 

UDC Cor tee eM eA ROR AD TOA) VER SN IAS NS NOE SRS cg PO 63 29. 10 61 | 30. 80 
SMnPEccHtuuenE MiN EN rtp Vii ic el be 50 5. 90 50 | 6. 60 

1 Assumptions and method of computation are the same as described in connection with table 
83. Interest rate used, 3 percent. 
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Table 109 shows the place of taxes among the carrying charges 
necessary to the growing of forests under the conditions assumed in 
these examples. Carrying charges in this and similar tables (112 and 
115) consist of taxes with interest, interest on the permanent invest- 
ment in land and regeneration, and miscellaneous annual expenses 
with interest, all accumulated through one rotation. These tables 
indicate that for the same site the item of interest on land and regener- 
ation tends to be higher with natural regeneration than with planting. 
This follows from the fact that the initial forest value is higher where 
natural regeneration is assumed. This higher initial forest value 
reflects a net income at the end of the rotation which is higher with 
natural regeneration because of the lower regeneration cost to be 
deducted from the yield, assumed to be the same for the same rotation 
regardless of the method of regeneration. Also, the initial forest 
value affects the taxes, although it is not controlling because the taxes 
apply to subsequent increments of timber value, and the result is that 
only in certain cases the item of taxes with interest becomes higher 
with natural regeneration than with planting. It would appear from 
table 109 that taxes are generally the most important carrying charge 
in growing white pine under the assumed conditions, and they still 
would be the most important even if the item of annual expenses 
were considerably higher on account of increased cost of insect and 
disease control. 

TABLE 109.—Carrying charges for growing white pine in New Hampshire through 
one rotation, on different sites, with and without planting ! 

GOOD SITE 

F ways Interest on land and Miscellaneous annual 
Type of regeneration Taxes with interest regeneration expenses with interest 

| ; 

Dollars | Percent Dollars Percent Dollars Percent 
Planting eee ee 123 69 45 25 10 6 
ING GUT ales Aenean es eats 121 | 69 46 26 9 5 

MEDIUM SITE 

Planting Sars sae ee ee 100 69 34 24 10 7 
IN ature ste ee ee eee 100 69 34 24 10 7 

POOR SITE 

Rlantings =a ee eee 69 69 20 20 11 11 
Ne buna Se: eee een eae 75 70 22 20 il 10 

1 Interest rate used, 3 percent. 

For financial rotations used, see table 108. Sources of data: Columns 2, 4, and 6 refer to text describing this 
table and table 93; columns 3, 5, and 7 by computation. 

Table 110 is a self-explanatory comparison between the gross 
incomes and expenses under the given conditions. In this and 
similar tables (113 and 116) the permanent investment in land and 
growing stock, represented by the land value plus the cost of regenera- 
tion incurred at the beginning of the first rotation, is treated as the 
interest-bearing capital. Expenses include taxes with interest 
accumulated through one rotation, miscellaneous annual expenses 
with interest also accumulated through one rotation, and the cost of 
Iegeneration which is a charge against the yield at the end of the 
rotation. 
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TaBLE 110.—Gross income compared with expense with and without taxes, for 
white pine in New Hampshire through one rotation, on different sites, with and 
without planting } 

WITH TAXES 

Good site Medium site Poor site 

Type of regeneration im 6 a 
TOSS TOSS Toss 

fayaarene Expense ania Expense incarie Expense 

Rlanting eee eer tase en Ue $193 $148 $159 $125 $115 $95 
Naturale ae ave hee ek 182 136 150 116 115 92 

WITHOUT TAXES 

Planting (oes eee seo Se 
JNIB ROU ee ee eS See 

1 Interest rate used, 3 percent. 

For financial rotations used, see table 108. Sources of data: Columns 2, 4, and 6 from table 92, inter- 
polating when necessary to determine money yields or gross incomes for the financial rotations; columns 
3, 5, and 7 by computation as explained in the text. 

LOBLOLLY PINE IN NortTH CAROLINA 

Table 111 shows the financial rotations and the initial forest values 
for loblolly pine on assumed sites in North Carolina, both with and 
without taxes. The effect of the typical property tax is evident in 
the much higher initial forest values in the cases where it is assumed 
that no taxes are imposed. It should be noted, however, that even 
with the property tax there is a return of 3 percent on the growing of 
loblolly pine under the assumed conditions and with land at moderate 
prices in all cases except planting on poor sites. 

TaBLe 111.—Financial rotation and initial forest value, with and without taxes, 
for loblolly pine in North Carolina, on different sites, with and without planting 1 

GOOD SITE 

Planting Natural regeneration 

Tax rate +4 s sys 6 : Initial 6 : Initial 
ac forest value ec forest value 

per acre per acre 

Percent Years Dollars Years Dollars 
COON oes see eager epee iA 40 53. 30 39 56. 00 
UEP SANE Me SANUS BCE One 0 ON LD ea aaa ap 34 25. 20 33 26. 90 

MEDIUM SITE 

COC ie SSS ra I i a id pn 40 30. 70 40 33. 40 
TE ea eaten ea! ee Bree el 5 REMAN ak te 2 39 13. 80 37 15. 20 

POOR SITE 

OO EE ore mamere wn mtn s wer me ay nee 53 12. 40 49 14. 10 
PS SESS See eS Le eS as es ee Re ee 46 4. 50 42 5. 50 

1 Assumptions and method of computation are the same as described in connection with table 97. In- 
terest rate used, 3 percent. 
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Table 112 shows the place of taxes among the carrying charges for 
growing lobloily pine in North Carolina. In every case taxes are one 
of the heaviest of the carrying charges. 

TABLE 112.—Carrying charges for growing loblolly pine in North Carolina, 
through one rotation, on different sites, with and without planting } 

GOOD SITE 

Interest on land and Miscellaneous annual 
Taxes with interest regeneration expenses with interest 

Type of regeneration 

Dollars Percent Dollars Percent Dollars Percent 
45 48 44 46 6 6 Planting 2220 = es ee 

INaturaliee st eee eee 45 47 45 47 6 6 

MEDIUM SITE 

Plantings 22: = =: a eee 36 49 30 41 7 10 
INatoral Sse 34 48 30 42 7 10 

POOR SITE 

IPIAN ting = see aa ee 21 48 13 29 10 23 
Naturale 2-222 See ee 20 48 14 33 8 19 

1 Interest rate used, 3 percent. For financial rotations used, see table 111. Sources of data: Columns 
2, 4, and 6 refer to text describing tables 95 and 109; columns 3, 5, and 7 by computation. 

The comparison of gross incomes with expenses under the assumed 
conditions is given in table 113. 

TABLE 113.—Gross income compared with expense with and without taxes, for lob- 
lolly pine in North Carolina, through one rotation, on different sites, with and 
without planting } 

WITH TAXES 

Good site Medium site Poor site 

Type of regeneration a e a 
Toss TOSS TOSS 

meena Expense inGoniG Expense mean Expense 

IRIS tinge ees SS a eee $101 $57 $79 $49 $50 $37 
INS turales 8 222") ©. oso ee 96 51 71 41 41 28 

WITHOUT TAXES 

1 Interest rate used, 3 percent. For financial rotations used, see table 111. Sources of data: Columns 2, 
4, and 6 from table 94, interpolating when necessary to determine money yields or gross incomes for the 
financial rotations; columns 3, 5, and 7 by computation as explained in the test. 

JACK PINE IN THE LAKE STATES 

Table 114 shows the financial rotations and the initital forest 
values for jack pine on assumed sites in the Lake States, both with 
and without taxes. These results indicate that if it were not for 
taxes, the growing of this species would yield a return of better 
than 3 percent on all sites with natural regeneration and on good 
sites with planting as well, provided the land were obtainable at 
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moderate prices. Under the assumed conditions, taxes are thus 
in general a limiting factor in the growing of this species. 

TaBLE 114.—Financial rotation and initial forest value, with and without tazes, 
for jack pine in the Lake States, on different sites, with and without planting } 

GOOD SITE 

Planting Natural regeneration 

Tax rate BH Hh 
: Initial : : Initial 
Bena forest value ivenelal forest value 

per acre per acre 

Percent Years Dollars Years Dollars 
(OOS cE UN 188 NI I EE ES Aa BE Sel ENDS RL NGO 33 8.00 30 10. 70 
PT sa gyn Dy ell EE OO UE eR A OC UI AUN eg 30 2.10 29 3.10 

MEDIUM SITE 

(DE aaa ee) eas RY IY Hea Ura ice a EA I ek SS 40 4, 20 36 6. 00 
CIP GY as ORS 8 US A DA ne) RE kG SS Se 34 . 50 30 1. 40 

POOR SITE 

(DEQ ISS Sia aT EINE a We) A Ul ae ALL a en ce DARN NL 50 . 50 40 2. 00 
DEG pe ys em ate Re RH LO ls AN OA Ng 2 a A 40 | Negative 39 Negative 

1 Assumptions and method of computation are the same as described in connection with table 95. 
Interest rate used, 3 percent. 

Table 115 shows that taxes are not so outstanding among the 
carrying charges as they were in New Hampshire. This follows from 
the fact that the assumed yields are low relative to the annual ex- 
penses other than taxes, and hence the values on which the taxes 
depend are relatively low. On poor sites taxes constitute a minor 
element as compared with other carrying charges. But on such 
sites the growing of jack pine is unprofitable under the present 
assumptions. Where the growing of this species is profitable, one 
of the major carrying charges is taxes. 

TaBLE 115.—Carrying charges for growing jack pine in the Lake States, through 
one rotation, on different sites, with and without planting ! 

GOOD SITE 

a : nae Interest on land and Miscellaneous annual 
Type of regeneration Taxes with interest regeneration expenses with interest 

Dollars Percent Dollars Percent Dollars Percent 
Blanting 20a ea 8 50 19 5 31 
ING tural eee ee 10 53 4 21 5 26 

MEDIUM SITE 

Pinating erin ee Mwy 5 49 1| 8 6 50 
Day a bes DR I A al 6 46 2 15 5 39 

POOR SITE 

Planting 260) OLR) | 2 20 0 0 8 80 
Naturale sue e hha be! l 5 42 0 0 7 58 

1 Interest rate used, 3 percent. For financial rotations used, see table 114. Sources of data: Columns 
2, 4, and 6, refer to text describing tables 97 and 109; columns 3, 5, and 7 by computation. 

101285°—35 18 
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The comparison between gross incomes and expenses, given in 
table 116, clearly shows the low yields relative to the carrying charges 
incurred in growing this species under the assumed conditions. It 
will be recalled that the poor showing of jack pine in the Lake States 
is partially due to the very low stumpage price, as well as to the fact 
that the same price was used for all age classes, rather than one in- 
creasing with age as in the New Hampshire and North Carolina studies. 
It should also be remembered that these examples are based on 
average conditions, and that where the situation is more favorable 
than the average, jack pine will make a much better showing. 

TaBLE 116.—Gross income compared with expense with and without taxes, for jack 
pine rn the Lake States through one rotation, on different sites, with and without 
planting } 

WITH TAXES 

Good site | Medium site | Poor site 

Type of regeneration S A | i 
Toss Toss : | Toss 

mene Expense PneaTiC Expense | icone Expense 

Plan ting? So et ar cares $20 $17 $16 $15 $12 $14 
ING Gre See ee ee ne 19 1 13 11 1 12 

WITHOUT TAXES 

lan Gin fee ee ee 23 10 21 12 17 15 
Natura eS eee 20 5 18 6 12 8 

1 Interest rate used, 3 percent. For financial rotations used, see table 114. Sources of data: Columns 2, 
4, and 6 from table 96, interpolating when necessary to determine money yields or gross incomes for the 
financial rotations; columns 3, 5, and 7 by computation as explained in the text. 

OTHER MetHops oF TIMBER GROWING 

It has been claimed that the property tax encourages destructive 
cutting of timber and discourages selective logging and the leaving of 
seed trees where such methods would be desirable to insure continu- 
ous timber production. The term ‘‘selective logging’’ has come into 
general use among lumbermen and foresters to mean any method of | 
partial cutting by which a portion of the standing timber that would 
be cut in an ordinary destructive logging operation is reserved for 
cutting at a later time. In logging practice this term often includes 
the leaving of seed trees, although the latter is a very different 
system in silvicultural practice. Seed trees are scattered trees left 
for the purpose of seeding in a cut-over area. After seedlings have 
been established, the seed trees are usually cut. Obviously the two 
methods grade into one another, and the terms are often used inter- 
changeably. Both selective logging and the leaving of seed trees, 
as well as all modifications of either, are merely methods of providing 
a stand of timber for future harvest. A comprehensive plan for 
growing timber (plan of management) might involve selective logging 
or leaving of seed trees on some areas, and clear cutting with pro- 
vision for natural reforestation or artificial reforestation on other 
areas. Taxation will affect any of these phases of forest management, 
in every case where deferment of income is involved, in the same man- 
ner as it will affect the growing of timber from bare land, but to a less 
degree. Selective logging especially would appear to be affected in 
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less degree than any of the other methods, since the period of waiting 
for the realization of income is usually less, the possibility of sustained 
yield much closer, and the costs usually much less. Where the prop- 
erty contains sufficient virgin or old second-growth timber to permit 
the realization of a regular annual income from the start, a properly 
administered property tax would offer no special obstacle to forestry 
as against other land uses. 

The farm wood-lot forests in this country partake of the nature of a 
selectively logged forest, many of them now approaching sustained 
yield. They are consequently affected by taxation in the same man- 
ner as are selective-logging enterprises. 

NATURE OF THE ENTERPRISE AND RESULTS OF TAXATION 

What makes forest taxation under the property tax a special prob- 
lem is the peculiar nature of the timber-growing enterprise. Most 
forms of wealth yield income more or less regularly by the year; the 
ordinary cycle of revenues and expenditures is normally completed 
within each year. The annual demand for tax payment is thus in 
harmony with the annual receipt of income. If all American forests 
were established upon the basis of a regular annual sustained yield, 
the practical problem of the property tax would not be so serious, 
since there would then be an annual income from which to pay the 
annual taxes. As a matter of fact, the cycle of forest revenues and 
expenditures is not generally a regular annual one at present. Income 
may be extremely irregular, large in some years, small or entirely 
lacking in other years; the years in which there is no income are apt 
to be far more numerous than those in which income appears; capital 
may be tied up in land, trees, and expenses for many years before 
any income appears. ‘The requirement of annual tax payments is not 
in harmony with such irregular or long deferred income. Even a 
perfectly drawn and perfectly administered annual property tax 
would work injustice upon forest wealth yielding such irregular or 
deferred income. This fact has been demonstrated in the discussion 
of the theory of the property tax as applied to forests (part 3). As 
has also been demonstrated in the same discussion, the overburdening 
of a deferred-yield forest as compared with an annual sustained-yield 
forest is greater the longer the period of deferment and the higher the 
taxes. This discrimination against deferred-yield forests is measured 
by a comparison of tax ratios. 

The property tax exerts a direct influence on the decisions of 
owners as to whether or not to practice forestry, by determining 
what areas are or are not supermarginal for a deferred-yield use. 
An ulustration used in a previous discussion (pt. 3) will bear repeating 
here. If the value of a certain bare-land property, before taxes, is 
$5 per acre for a deferred yield (like forestry) and $4 for some use 
(like grazing) which will yield an annual return, the former use will 
be chosen in preference to the latter. Butif a property tax is imposed, 
the tax ratio in the case of the deferred-yield use may be twice as 
great (say 40 percent; a very common tax ratio among forests) as in 
the other case (say 20 percent). The value for the deferred-yield 
use is, under these circumstances, reduced to $3; and for the annual- 
yield use, to $3.20. The annual-yield use now has an advantage 
over the deferred yield and will be chosen in preference to the latter. 
Taxes have here so shifted the margin for deferred yield that certain 
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areas, economically suited for forestry if the property tax could be 
abolished, are no longer suitable. From its very nature the property 
tax favors a use which yields an early income. 

The property tax, when it involves overassessment of cut-over 
land, encourages speculation in, or abandonment of, such land at the 
expense of forest growing. This effect may be illustrated as follows: 
Assume a wild, unimproved property which will yield $100 an acre 
in merchantable timber at the end of 50 years. Assume also that in 
addition to a minimum fire-protection cost of 2 cents per year, the 
owner must pay an average of 3 cents per year for cultural operations 
and additional fire protection to insure the realization of this yield. 
Assume furthermore that there is 1 chance in 10 that the owner will 
be able to sell the property for a higher use than forestry within the 
next 20 years, and that he will get $100 an acre if he does so sell it. 
For simplicity in calculation, assume that this possibility will be 
realized, if at all, at the end of the tenth year. If the property is 
assessed at the average level of assessment, it might have to pay over 
the 50-year period an average annual tax of $0.10 an acre. The owner 
makes something like the following mental! calculation: 

One hundred dollars at the end of 50 years means $8.72 now, discounting at 
5 percent, while taxes and other expenses cut off $2.74 from this amount, leaving 
$5.98 net. The speculative alternative, on the other hand, is the equivalent of 
a 1 to 10 chance for $100, or $10 at the end of 10 years. The discount of this 
chance is $6.14 gross or $5.37 net after deducting the tax cost of $0.77. The 
forestry alternative seems to be slightly more profitable for me than does the 
alternative of speculating on a higher use. I will try forestry. 

But suppose that wild, unimproved land is so overassessed in 
relation to other property that the annual tax burden is $0.30 rather 
than $0.10 an acre. The owner then makes his mental calculation 
as follows: 

For a term of 50 years, $0.35 annually is worth $6.39 now, while for a term of 
10 years, $0.30 annually is worth $2.32 now. The forestry use is therefore worth 
only $2.33 net with this $0.30 tax, while the speculative use is worth $3.82. The 
speculation on a higher use than forestry is, under these os conditions, more 
profitable to me than is forestry. 

In practice, very few owners go through any such mathematical 
calculation as that outlined above, but their common sense comes to 
much the same result. Common sense demands that the more ex- 
pensive an investment is to carry, the quicker ought a return to be 
expected from it. Hence overassessment of cut-over land frequently 
turns the scales against forestry and in favor of some possible shorter 
term use. 

If overassessment were so pronounced in the example under dis- 
cussion that the annual tax burden would be $0.80 an acre, all value— 
even for the gambling use—would disappear from the land, and 
abandonment through tax delinquency would remain the only 
economic outlook for the owner. 

CONCLUSIONS 

In the areas studied, the average taxes on forests as a class were 
found to range from $0.06 to $1.08 per acre. In these same areas, 
the average taxes on all other rural real estate taken together ranged 
from $0.06 to $6.91 per acre. These differences refiect in large part 
differences in average value. 
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Not all of the differences in taxes per acre, however, are caused by 
variations in the actual value of the properties. A study of tax rates 
and of ratios of taxes to estimated value has brought to light significant 
differences in tax burden due to the manner in which the tax system 
operates. A comparison of tax rates (ratios of taxes to assessed 
value) shows that forests are subject to about the same tax rate as 
other rural real estate. Among the units studied there were five 
exceptions to this statement—Frohn Township, Minn., the towns of 
Laona and Three Lakes, Wis., Baker County, Ores. ., and Grays 
Harbor County, Wash. Here, forests were subject to a higher tax 
rate on assessed value than other rural real estate. 

The ratios of taxes to estimated values, considering forest property 
alone, ranged from 1.2 to 6.9 percent and averaged about 2 percent. 
Thus, while in the wild-lands territory of Maine only 1.3 percent of 
the value of forests was appropriated for the use of the State and 
local governments, in a number of Minnesota townships over 4 
percent of the value of forests was so appropriated. While the 
extremely high ratios found in Minnesota are due to a combination 
of circumstances which are generally not likely to be encountered, 
the evidence is clear that there is great variation in tax burden among 
different political units. An owner of forest land in one district may 
enjoy a much lower tax rate than one in another. Such discrepancies 
are not confined to forest property but affect other kinds of property 
as well. The tax burden on forests was found to be generally greater 
than the tax burden on other classes of property. 

A comparison of the ratios of taxes to estimated value between 
forests and other rural real estate shows about the same level of 
assessment in only 5 out of the 29 political units studied, the difference 
in these ratios being 0.2 percent or less. Of the 24 units where the 
differences in the ratios were greater than 0.2 percent, 23 showed 
higher ratios for forests than for other rural real estate. The average 
ratio of taxes to estimated value was 1.5 percent for other rural real 
estate as against 2 percent for forests. Farms alone were taxed at 
1.3 percent, and the assets of all corporations at 0.9 percent. 
The tax burden on merchantable timber properties is generally 

more moderate than on forests in the aggregate. In the areas studied 
the ratios of taxes to estimated value of timber properties ranged 
from 0.4 percent to 3.3 percent and averaged about 1.3 percent. 
The average ratio for forests as a whole, it will be remembered, was 
2 percent. 

If the tax burden is measured by ratio of taxes to realized income 
instead of to capital value, there is even greater discrimination 
against forestry where deferment of income is necessary. Deferred- 
e ield forests have higher tax ratios than most other types of property. 
he only types that. closely approach such forests in this respect are 

farms and mining properties. While the tax ratios of forestry enter- 
prises that must “start with cut-over forests, when calculated on the 
basis of conditions which were considered normal prior to the current 
depression, amount usually to 50 percent or more, the average tax 
ratio for all corporations in the United States for a recent period of 
5 years (1923-29, excluding 1925) was found to be 11 percent. It 
will be recalled that the tax ratio for corporations is only roughly 
comparable with the tax ratios of forestry enterprises. 



278 MISC. PUBLICATION 218, U.S. DEPT. OF AGRICULTURE 

Past trends in forest taxes have been definitely upward, even on 
the basis of a standard monetary value, but the average rate of 
increase is generally no greater than the rate of increase in all State 
and local taxes in the United States. The pressure is very strong at 
present (1933-34) for governments to decrease expenditures; on the 
other hand, there is an almost universal tendency for governmental 
activities, and therefore taxes, to increase. The periods of retrench- 
ment have generally been relatively short as compared with the peri- 
ods of expansion, and the amount of the savings involved in the 
former periods have been much less than the increased expenditures 
in the later periods. In any case, the uncertainty as to the future 
burden of taxation, because of the relatively long time it takes to 
grow timber and the implications of the past upward tax trend, is 
particularly unfavorable to the forest enterprise. 

In short, it has been shown that under the present tax system indi- 
viduals contemplating entrance into the business of growing timber 
must usually face a heavier tax burden than those in other enter- 
nrises. This discrimination is reduced as the forest approaches 
financial maturity and as the income cycle is shortened. Owners of 
partially grown stands of timber or of stands which have been so 
organized as to return incomes at short periods do not face such great 
tax hazards as do the owners of bare or recently cut-over lands. 
Thus, where a choice remains, there is a substantial tax advantage in 
beginning the practice of forestry before the growing stock is depleted 
below that required to produce a regular annual income. 

In spite of the heavy burden of the property tax on forests, taxa- 
tion is not the most important cause of excessive liquidation of old- 
growth timber. It is a contributing factor, however, since the prop- 
erty tax favors old-growth timber properties operated as a ‘‘mine”’ 
and tends to accelerate the cutting of timber on such properties. 
But the item of interest on invested capital, in general, greatly over- 
shadows taxes as a carrying charge, and it is the fear that the forest 
investment will not earn this interest in the future that is the prin- 
cipal factor leading to excessive cutting. A timber owner who is 
not prevented from promoting his own best interest by financial or 
psychological pressure will cut his timber when, and only when, he 
has become convinced that the increase in its value will no longer 
keep pace with the carrying charges. Taxes constitute only a part 

of these carrying charges. 
In the case of old-growth forests under conversion to sustained- 

yield management, the property tax offers no inherent obstacle pro- 
vided deferment of income is not required. In the case of second 
erowth and of situations suitable for forest planting, where defer- 
ment of income is involved, it may operate to discourage the use of 
land for the growing of timber. In any case, the property tax is a 
major item of cost. Nevertheless, there are other costs and risks 
which would frequently prohibit the growing of timber even with an 
appropriate tax system. Where there is no prospect of realizing an 
income sufficient to pay charges other than taxes, including a reason- 
able return on the investment, a complete remission of taxes would 
not bring about the practice of forestry. 

Even if deferred-yield forests were given an appropriate tax 
system, therefore, it does not follow that forestry would be univer- 
sally practiced. In this connection it is necessary to sound a note of 
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warning against extravagant demands for forest-tax relief and extrav- 
agant hopes of the benefits to flow therefrom. It is sometimes 
stated that the ideal system of forest taxation should be such as 
will make possible the employment in forest growing of all idle lands 
not more valuable for agriculture or some other use. And there 
appear to be those who believe that such will be the result of the 
solution of the forest-tax problem. Obviously there is no magic in 
taxation to make a profitable industry arise where profit is impos- 
sible. The effect of tax reform is negative only. Release of the 
brakes will remove one obstacle to the progress of an automobile, 
but it will not start a balky engine. In like manner tax reform may 
remove an obstacle that has thus far prevented development of 
forestry where other conditions were favorable, but it cannot make 
forestry flourish where other conditions are not favorable. False 
hopes of the results of forest-tax reform should not be set up. The 
utmost that can be achieved is the elimination of one serious obstacle 
to the development of private forestry in the United States. But 
that alone will be a worth-while achievement. 

In spite of the gloomy picture which has been drawn of the property 
tax in relation to forests—the inherent defects pointed out in part 3, 
the administrative weaknesses reviewed in parts 4 and 5, and the 
heavy and uncertain burden indicated here—the situation is far from 
hopeless. Methods of improving the operation of the property tax 
have been developed by various agencies, and have been successfully 
tried out in a limited way. At a later point in this report (pt. 12), 
such methods as seem applicable to forest regions will be proposed. 
There will be detailed suggestions for improving assessment prac- 
tice, assessment organization and personnel, and for more effective 
tax collection procedure. Also, plans will be recommended for so 
modifying the property tax that its inherent defects in respect to 
forest property may be overcome. Sound methods in the adminis- 
tration of the property tax combined with elimination of the excess 
burden which this form of tax places on deferred-yield forests would 
solve the forest-tax problem so far as it concerns the distribution of 
the total tax burden. The absolute burden of taxation as controlled 
by governmental organization and functioning will be discussed in 
part 8. 
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INTRODUCTION 

The preceding part has presented statistical and theoretical evi- 
dence to show that in general deferred-yield forests are subject to a 
greater burden under the property tax than are most other classes of 
property. The effect of this burden in hindering the use of land for 
forestry has been pointed out. In an earlier discussion (pt. 3) the 
inherent defect of the property tax in respect to deferred-yield forests 
was demonstrated. Other causes of the heavy taxes on forests, 
such as faulty assessment and collection procedure under the property 
tax, have been treated in parts 4 and 5. Even though these inherent 
and administrative defects of the property tax were cured, the abso- 
lute or general tax burden, which is especially heavy in sparsely 
settled regions where cut-over forests predominate, would still remain. 
This burden affects all other classes of property as well as forests 
The causes of this absolute burden lie in the existing forms of political 
organization and in the functioning of government, particularly 
local government. These matters are the subject of the present 
part. 

SIZE AND CHARACTER OF LOCAL GOVERNMENTAL UNITS 

MULTIPLICITY OF SMALL LOCAL UNITS 

THE SITUATION IN GENERAL 

Rural America is being served by essentially the same machinery 
of local government as was set up to meet frontier conditions. Com- 
menting on the situation in New York, the special joint committee 
on taxation and retrenchment calls attention to the fact that ‘some 
aspects of present institutions have not been altered since the English 

231 
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established the provincial government of New York after driving out 
the Dutch in 1664”, that “‘the main features of county government 
have not been changed i in the 146 years [in 1933, 156 years] since New 
York became a State’’, and that ‘‘where changes have been made 
they are of a patchwork character” (147, pp. 11-13). Such state- 
ments apply with almost equal force to every othe’ State, for though 
many States are younger than New York, each has a form of govern- 
ment copied from one of the original patterns. 

Failure to reorganize local political units not only results in a need- 
less multiplicity of governments but perpetuates a political structure 
that is no longer in harmony with the present economic organization. 
There are many units that lack the size and wealth to operate with 
efficiency and economy, and at the same time there is a needless 
duplication and overlapping of functions. Moreover, there are too 
many officials and too many spending agencies. This condition is 
particularly aggravated in the States where county and township 
governments both prevail. To illustrate: Indiana has 92 counties 
and about 275 county commissioners, nearly 650 county councilmen, 
and more than 1,000 township trustees. In addition there are more 
than 3,000 members of various county advisory boards and more 
than 1 000 elected county administrative officials. In Pennsylvania 
there are 67 counties with more than 1,500 administrative officials. 
In Georgia there are 159 counties with a host of county officers, and 
in Texas 254 counties. 
When the smaller units of government are considered, the situa- 

tion is even more complex. In Michigan, according to the President’s 
Conference on Home Building and Home Ownership (154), there are 
about 6,800 school districts, with more than 27,000 directing officers, 
and more than 1,200 townships, with more than 15,000 officers. Illinois 
has about 12,000 school districts, more than 1,400 road districts, and 
more than 1,500 townships. All told, there are about 16,000 local 
governments in Illinois. In Ohio there are a total of more-than 10,000 
officers for 1,300 townships. Pennsylvania has 1,500 townships with 
more than 13,000 officers and more than 2,500 school districts with 
nearly 13,500 officials. New York has 932 towns, 520 villages, 2,000 
special districts, and nearly 10,000 school districts. Even the little 
State of New Jersey has 21 counties, 51 cities 252 boroughs, 23 towns, 
233 townships, 1 village, and 2 village townships—a total of 583 units 
of government, exclusive of school districts. 

In Michigan in 1928 there were 83 counties, 1,269 townships, and 
6,873 school districts, or a total of 8,225 units, not cluding cities 
and villages. ‘‘These units elected 43,902 officers—a vast army of 
tax wasters and a veritable battalion of death in resisting local 
government reform’’ (Reed (188)). 

One authority estimates that there are at least 250,000 govern- 
mental agencies in the United States (133, p. 95). He says on a 
later page: 

The number of officials required to run these petty governments is enormous. 
: Their support constitutes a permanent charge against taxpayers before 

any services for the benefit of citizens are performed. In New York, for example, 
over 36 percent of the expenditures of counties and over 20 percent of the ex- 
penditures of towns from 1918 to 1921 went for the support of general govern- 
ment, constituting practically an overhead cost antecedent to the performance 
of governmental functions. 
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William Anderson of the University of Minnesota is attempting to 
get a complete enumeration of the political units in the United States. 
He includes only those that have a continuing board and the power 
to levy and expend taxes. With an incomplete list of special districts 
his count is approximately 147,000.% 

An eminent British administrator (116) says of American local 
government: 

The chief trouble in administration arises from the fact that in the same area 
of local government there are many separate boards, commissions, townships, 
counties, and other taxing bodies working independently of each other. The 
country which shows the world the finest examples of concentrated management 
of industry and business—the United States—is the country which seems to 
suffer most from this elaboration and overlapping in city or county government. 
are Practically every other country is moving in the right direction toward 
“fone town, one governing body,’’ and more study might be given this problem in 
the United States. 

This English observer is profoundly right. Most American tax- 
payers are living and struggling under 4, 5, 6, and more of what 
President Roosevelt calls ‘“‘layers of government.’’ Some of these 
layers are needless. 

TOWNSHIPS 

The fact that 25 Southern and Western States have never felt the 
need of the township indicates that this unit is not indispensable 
in the States where it exists and that it is a “layer” that might be 
removed. 

The township was first established in New England, as a village 
with its surrounding territory, and it was well adapted to pioneer 
conditions. It was carried westward by emigrants from New Eng- 
land to the newer States, but it never became such an important 
unit in these States as it had been in New England, (1) because 
conditions had changed, and (2) because it had to divide honors 
with the county. Thus, outside of New England, the town, or 
township, has generally been an artificial unit without a center and 
without any strong elements of cohesion. Nevertheless, in earlier 
days when travel was difficult, there was some justification for having 
road supervisors, overseers of the poor, and justices of the peace every 
few miles. ‘That need no longer exists, and there is a growing demand 
that the township be abolished everywhere outside of New England. 
(LY, F0jD. HS Sik USGS ME DO. UR HAD sin. MOIS MSI, Os Age Ica. 
pp. 4-58.) 

The New England town is excepted, (1) because the New England 
county is of so little importance, and (2) because the New England 
towns were built up around village centers, and many of them have 
continued to have a strong community consciousness. Moreover, 
most of the New England towns, except in Vermont, have no separate 
government for the villages, and both the rural and the semiurban 
portions of a town come under the control of the town government. 
Generally, when a village reaches the proportions of a city, the city 
government absorbs the town government, but in Connecticut the 
town organization is separately maintained even in the case of the 
largest cities. While many New England towns are densely popu- 
lated, the vast majority are predominantly rural, there being about 
1,400 with less than 5,000 population. 

87 ANDERSON, W. EXPLORATORY RESEARCH CONFERENCE ON THE REORGANIZATION OF THE AREA AND 

FUNCTIONS OF LOCAL GOVERNMENT. Résumé of proceedings of conference held at the University of Chicago, 
May 7-8. 1932, 75 pp. (mimeographed). 
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While the New England town usually performs the functions of 
both township and village government, the tendency even here is 
toward larger areas of local administration and State supervision of 
the local authorities. This movement is noticeable in school manage- 
ment, public charities, sanitary affairs, and most recently in road 
building. Thus several towns are often united into a school super- 
visory district, and the towns are aided by the county and State in the 
construction and maintenance of highways. There are numerous 
instances now where shifts in population have destroyed the old 
equilibrium, and a consolidation of towns or a recasting of boundaries 
would probably be desirable. However, after a recent comprehensive 
survey of government in New Hampshire (123, pp. 11, 632-6388) it 
was concluded that consolidation of towns would be neither a sound 
nor an effective method of reducing local expenditures, but that 
certain major functions should be transferred from the town to the 
county, and that there was need of improvement in town financial 
administration. 

The township has been quite generally used as a unit of road ad- 
ministration, and it served very well in horse-and-buggy days and 
when roads were maintained in large part with free labor. But 
the average township cannot afford the machinery and engineering 
required to build roads suitable for automobile traffic. President 
nooer ay when discussing this subject as Governor of New York, 
said: 

I know of no business reason, and can think of none, why the town as a unit 
of administration of highway expenditure should longer exist (156, p. 324). 

An Oregon commission (153) created for the purpose of seeking 
means of bringing about property-tax relief, points out that the 
roads of that State are built by about 650 local road districts, dis- 
tributed among the 36 counties, and urges centralization. 

Centralization of road administration is in line with the general 
movement over the Nation to eliminate township road districts as 
they were originally organized. The present multitude of local road 
districts results in inefficiency, extravagance, and duplication of 
expense and effort. Roads no longer serve only the neighborhood 
through which they run. They serve an intercommunity and inter- 
state purpose and should be administered and supported by a larger 
jurisdiction than the township. 

The town or township is the unit of school administration_today 
in all of the New England States, in Pennsylvania, New Jersey, 
Indiana, and in parts of Michigan, Iowa, and South Dakota (119, 

332). 
a As the consolidation of schools has progressed, the township has 
often been seized upon as a convenient goal, and hence in many in- 
stances now constitutes a school district in other States than those 
mentioned above. Both school authorities and tax authorities are 
agreed, however, that the township is an unsatisfactory school unit. 
Both favor the county as a unit of administration and, to some extent 
at least, as the unit of taxation. The abolition of the township 
would either not affect the schools at all or would make it easier to 
establish the county-unit plan. 

In certain States the administration of poor relief remains partially 
a town function, but the tendency is to transfer the work in this 
field to the county and the State. The county is recognized as a 
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better unit for the administration of public health. The township 
has been used as an election district, as a magisterial district, and as a 
convenient area for recording vital statistics, but there is no need to 
retain the township for any of these purposes. 

In fully a third of the States the assessment of property is delegated 
to township officers. Experience has amply demonstrated that this 
is a thoroughly bad arrangement. Rarely do township assessors 
possess the qualifications to perform this important work with scien- 
tific precision. At best the system invites inequalities, since local 
assessors use different standards of value and are influenced more or 
less by local sympathies and prejudices. This necessitates elaborate 
schemes of equalization and review, with all their difficulties and 
dangers. It is pointed out in another section of this report that tax 
authorities are practically unanimous in their condemnation of town- 
ship assessment. They favor either a county assessment under close 
State supervision or an outright State assessment. The abolition of 
townships in the States where they still exist would remove an obstacle 
in the way of the attainment of one or the other of these methods. 

In several States, county and State, as well as township taxes, are 
collected by township collectors. The fact that in other States 
taxes are collected by a county official, frequently the county treas- 
urer, indicates that townships and township offices do not need to be 
retained for this purpose. In fact such studies as have been made 
indicate that the county is a more economical and efficient unit of 
collection than the township (126). 

Students of government are quite generally agreed that the perpetu- 
ation of township government anywhere outside of New England is 
unnecessary and undesirable. After an extensive study of rural tax 
problems, the Ohio joint legislative committee on economy and 
taxation recommended (151, p. 254) ‘‘the immediate abolition of the 
township and the transfer of its remaining functions to the county”’, 
and Compton (117, p. 24), after an investigation of conditions in 
New York, is just as emphatic in urging its abolition. 

The Wisconsin Tax Commission, in its 1924 report (58) says: 

The cost of maintaining a town with its roads and schools is often out of pro- 
portion to its assessed valuation, $30,000 being not uncommon. When this tax 
has to be raised from a valuation of $500,000 it means a 6 percent rate. The 
hardship of this State situation cannot be relieved so long as the practice continues 
of creating new towns and villages of small area and poor territory without 
reference to their resources for maintaining a separate government. 

SCHOOL DISTRICTS 

The typical unit of public-school administration and support in the 
United States is the neighborhood tributary to and served by a single 
school. Thus a school district served by a 1-room school is commonly 
an area of only 6 or 8 square miles. Some States have literally thou- 
sands of these small districts. There are, for instance, about 10,000 in 
New York, 10,000 in Illinois, 7,700 in Missouri, and 6,900 in Michigan. 
These districts not only have considerable autonomy in school affairs, 
but have been, and to a very large extent still remain, the unit of 
taxation for school support. Of every $100 raised for public schools 
in the United States in 1926, $15.90 came from the State, $10.90 from 
the county, and $73.20 from local district funds (158, p. 96). Insome 
States the primary taxing unit is the town or township; i in a few it is 
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the county; but in the great majority of the States it is the school 
district. "These districts vary so greatly in wealth and taxpaying 
ability that the grossest inequalities exist, both in tax burden and 
school facilities. 

Examples of the inequalities and deficiencies created by the district 
system are abundant. A study in 1922 of the school districts of 10 
counties in Oklahoma showed assessed valuations varying from $1,000 
to $82,000 per child in average daily attendance. Within this same 
group of districts the average annual expenditure per child varied 
from $21 to $437, and among the districts constituting the richest 
county in the State the variation was from $51 to $395 per child. In 
1921 there were 5,014 village and rural white districts in the State, 
and the school terms ranged from 3 to 10 months (138, p. 98). 

In Larimer County, Colo. (130, p. 80), school district levies in 1928 
ranged from 1.4 to i8.2 mills. The discrepancies are nearly as great 
when expressed in terms of cost per pupil. Thus in the third-class 
districts of this same Colorado county, the total receipts per pupil in 
average daily attendance ranged from $34.94 to $416.18, and the 
receipts from a local district tax, from nothing to $243.20. 

The need for larger school units is well recognized in Wisconsin. 
Ashland County (171, pp. 11, 13) in 1929 had 31 school districts and 
48 schools. Thirty-eight of the schools were one-teacher schools. 
In 7 years the enrollment in the rural schools had decreased from 
1,008 to 809. The enrollment of the village schools had increased from 
806 to 969. 

High pupil cost was associated with schools having a small enroll- 
ment. Eight schools located in the more isolated sections of the 
county had an enrollment of from 2 to 10 pupils. The 2 schools hav- 
ing 5 or fewer pupils had an average cost per pupil of $386. Six 
schools with from 6 to 10 pupils had an average cost of $159 per pupil. 
In comparison with this, there were 11 schools in the county with 
from 21 to 30 pupils having a per pupil cost of $56, and 1 school with 
more than 50 children having a per pupil cost of less than $30. A 
poorer quality of work was observed in the schools with very small 
enrollments. The best type of school work was done in schools that 
had an enrollment of from 20 to 35 pupils. In 1928-29 the county 
received $72,674 of State aid for schools. State aid to districts 
ranged from $250 to $6,320. 

Forest County, Wis. (174, pp. 13, 15), in 1930 had 17 school 
districts and 36 schools. In 10 of the 14 civil towns 1 school district 
covered the entire town. School costs were $214,701, of which 
$73,987 was received from the State. Of the balance, $22,000 were 
derived from a county-wide tax and $118,714 from local district taxes. 
District tax rates ranged from 1.1 to 4.7 percent and the assessed 
valuations from $81,000 to $2,400,000. A county-unit school organi- 
ee would equalize both the tax burden and the quality of the 
schools. 

In Marinette County, Wis. (170, p. 8), rural school enrollment 
decreased from 2,916 in 1921-22 to 2,427 in 1927-28. More than one- 
half of the rural schools have an enrollment of 20 pupils or less, and 3 
have under 5 each. In 1927-28 there were 4 schools with an average 
cost of over $300 per pupil; 4, between $200 and $300; 20, between 
$100 and $200; 17, between $75 and $100; and 25, with a cost between 
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$50 and $75 per pupil. The average cost for the county was $92.35, 
while the average for the State was $67.31. 

In Taylor County, Wis. (172, p. 25), a 1931 report showed 89 
separate school districts with from 1 to 5 schools per district. This 
meant an average for the county of 1 school board member to 
every 7 pupils and 1 teacher to every 12 pupils. 

The district system of taxation for schools generally results in wide 
discrepancies in educational quality as well as in tax burden. It is 
possible to equalize the burden through a system of equalization, 
though perhaps at a greater aggregate cost than necessary. It is not 
possible to equalize the quality of education, for the size of a school 
itself has much to do with the quality of instruction and experience 
which the child receives. The district system is thus likely to be un- 
fair both to the taxpayers and to the children. School authorities 
and tax authorities in all parts of the country are urging the adoption 
of the county as the unit of school taxation and administration. 

If the definition of the county unit given by the United States 
Bureau of Education (161, p. 19) is accepted, the term is applied to— 

systems in which the schools in the county (city schools usually excepted) are 
organized as a single system under one board of education and supported largely 
by county funds. 

In 1930 there were 11 States which might be called county-unit 
States, located, with one exception, south of the Mason and Dixon 
line. These 11 States are: Alabama, Louisiana, Utah, Kentucky, 
Maryland, New Mexico, Tennessee, Florida, Virginia, North Caro- 
lina, and Georgia. A number of other States have passed laws by 
which individual counties may vote to establish the county as the 
unit. These are Montana, Nebraska, Arkansas, Oregon, Texas, and 
Minnesota. 

In three States—Louisiana, Maryland, and Utah—most of the 
city schools are within the county system. 

In Maryland only the city of Baltimore is independent, while in Utah only five 
cities, with a population of over 5,000, are independent. ... In Louisiana no 
cities are independent, but special powers and forms of control are set up in parishes 
containing large cities (132, p. 37). 

In the other eight States most of the larger cities are independent, 
as well as varying numbers and kinds of independent districts. 

Elwood P. Cubberly (152, pp. 46-47), of Stanford University, says: 

The county unit provides a means for making the best that is in education to- 
day available for all. It offers the only possible solution for the so-called ‘‘rural 
school problem.’ The educational resources of a whole county need to be organ- 
ized as a unit to enable the people to obtain effective educational service. The 
plan is economical of funds, and even after providing for a better school and a 
longer term the costs are not usually any more. 

The Mississippi Tax Commission (144, p. 191) says: 

We believe that it would be wiser to prevent the further organization of small 
school districts and provide for the consolidation of existing districts into one 
county-wide district with uniform tax levies. We know of no other way to equal- 
ize the burden of taxation and also equalize the benefits derived from taxation. 

The adoption of the county-unit plan would not entirely equalize 
school taxes. Counties themselves differ greatly in taxable wealth 
and hence in tax rates. Thus, in Minnesota, the township school 
tax rate in 1925 averaged less than 10 mills in 21 counties and ex- 
ceeded 40 mills in 7 counties, These 7 counties with very high rates, 
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are all in the cut-over region. If there were to be equality of tax 
burden for the support of the minimum standard, the State would have 
to become the unit of taxation or provide for equalization among 
counties. 

Neither the county-unit plan nor State equalization insures full 
equality of educational opportunity. That is an unattainable ideal. 
Children living in remote places cannot be provided school facilities 
equal to those enjoyed by children living in the cities. All, however, 
should be guaranteed a reasonable educational opportunity, and this 
cannot be until the weak schools are eliminated. While the consolida- 
tion movement has been pronounced, there are still many one-room 
schools. In the 10 years from 1917-18 to 1927-28, the total number 
of consolidated schools reported to the Federal Office of Education 
increased from 5,349 to 17,004, and the number of 1-room schools 
decreased from 195,397 to 153,006. The office estimated that by 1938 
there would be fewer than 110,000 one-room schools (110, p. 171.) 

It is probable that there will always be need for a few one-teacher 
schools to serve isolated communities. But such schools need not be 
poor schools. School authorities concede that, if these small schools 
are supplied capable teachers and attendance is restricted as far as 
possible to children under 12 years of age, they can be very good schools. 
A well-arranged and well-equipped school building, in which a well- 
trained teacher is giving instruction to a small group of young children, 
can be a model school, for it permits individual instruction. One of 
the schools which Columbia University holds up as a model is such a 
school. But schools of this kind are bound to be costly when cost is 
reckoned on a per pupil basis. 

Consolidation of rural schools necessarily involves the transporta- 
tion of many of the pupils. A recent study (150) shows that on 
January 1, 1931, there were in the United States 1,478,699 children 
being transported to school by bus. There were 48,775 busses in 
operation serving 16,547 schools. North Carolina led all other States 
in both the number of children carried and the number of schools 
served, 181,141 children being transported to 1,293 schools. Indiana 
was next, transporting 145,715 children to 905 schools. The average 
cost of transportation is $23. 02 per child, and the range is from $10.65 
in North Carolina to $49.41 in Wyoming. The cost in Indiana is 
SAt.o2. 

The benefits of consclidation have been more in ae direction of 
longer terms and better schools than in reduced expenditures. The 
adoption of the county as the unit of taxation has the effect, however, 
of equalizing taxes within a county and thus of giving relief to those 
districts which have a limited tax base. To the extent that the State 
shares in school support, the inequalities would be further mitigated. 
The adoption of the county-unit plan might not always reduce county 
taxes, but it would be very likely to give relief to forest communities 
located in counties containing varied resources. Regardless of its 
effect on forest communities, it can be commended as inherently just 
and in keeping with the needs of a modern rural civilization. 

COUNTIES 

It is now recognized that there are even too many counties, particu- 
larly in the South. Many of the counties are so small in area, so 
thinly populated, and so weak in taxable resources that they cannot 
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supply the minimum public services demanded by the citizens without 
imposing an intolerable tax burden. In recent years, county consoli- 
dation has attracted very wide interest. In 1932, county consolida- 
tion was being considered in no less than 32 States ‘1 25). The status 
of the movement at that time is fully described in an article by 
Manning (141). 

Since the need for consolidation of counties appears to be greatest 
in the South, it is not surprising that the lead in this direction has 
been taken in the South. In 1919, James County, Tenn., was merged 
with Hamilton County, of which Chattanooga is the county seat. 
The result has been most gratifying, according to Manning (140, 
pp. 612-613): 

The people who live in what was once James County now pay about one-half 
the tax they paid before the absorption. Prior to 1919, James County had less 
than 2 miles of paved highway; now it has between 40 and 50 miles. Schools 
which previously operated between 3 and 4 months in the year are now in session 
8 and 9 months, and the one-time James County courthouse is being used as a 
public-school building. Before the consolidation James County had practically 
no hope of securing manufacturing plants; but now several plants have been 
established because of lower taxation. 

This experiment proved so successful that a citizens’ tax committee, 
appointed at a State-wide conference to consider Tennessee’s tax 
problems, recommended the consolidation of other counties so as to 
reduce the number from 95 to not more than 60. A. L. Childress, 
superintendent of taxation, proposed that much larger units be 
created and that the present 95 counties be combined into 11, 
with the principal towns of the State serving as county seats thereof. 
Both plans of wholesale consolidation met with much local opposition, 
partly sentimental but chiefly on the part of officeholders and prop- 
erty owners in the existing county seats, and no further consolidations 
have been consummated. 

Another consolidation recently effected is in Georgia, where in 
January 1932, Campbell and Milton Counties were merged with 
Fulton, which contains the city of Atlanta. 

Judge Orville Park, of Macon, Ga., said: ® 

This tripartite consolidation is too recent for its results to be accurately 
measured, but as the tax rate in the two merged counties was materially higher 
than that in Fulton, it may confidently be expected that the rate in these counties 
will be reduced. It is said that Fulton has not been obliged to increase appre- 
ciably her official personnel in order to care for the business of Campbell and 
Milton, and the taxes from these counties, even from a reduced rate, since the 
counties are relieved of their officeholders, the expense of their courts, and the 
maintenance of courthouses, jails, poor farms, and convict camps, will enable 
Fulton to give the territory better roads and schools, to supply hospital and public 
health service, welfare workers, agricultural and home demonstration agents, 
county police, and other advantages which they could not supply for themselves. 
The good work has already begun, and the citizens of old Campbell and old 
Milton are said to be greatly pleased with their new status. 

The Virginia Commission on County Government (164, pp. 8-9) 
Says: ; 

Attention has already been directed to the large number of counties in Virginia, 
which for the reason of size and economic conditions are unable to function eco- 
nomically or to provide the service which the modern community requires. It 
is known, for example, that an area occupied by 60,000 people affords the mini- 
mum economical unit for the administration of public health, provided the means 
of communication are satisfactory and the area to be covered is not excessive. 

88 In an address delivered before the Institute of Public Affairs, University of Virginia, July 8, 1932. 
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A similar unit is desirable in the administration of public welfare. The adminis- 
tration of roads and schools can be made more effective when applied to a unit 
of considerable size. Many of the Virginia counties are too small to obtain 
the best results. 

The commission submitted with its report, and the legislature later 
enacted into law, (1) a bill whereby two or more counties may jointly 
support certain functions or officers, and (2) a bill to permit two or 
more adjoining counties to consolidate, when approved by a majority 
of the voters in each of the counties concerned.* 
A comprehensive survey of State and local government in Missis- 

sippi recently completed by the Brookings Institution recommends 
consolidations which would reduce the number of counties from 82 
to 40. 

In 1930 the Brookings Institution (122, pp. 21-26) studied State and 
local government in North Carolina. In its report it enumerated 
11 county consolidations which it believed should be immediately 
effected and indicated that it might be desirable to effect others later. 
In all except 1 of the 11 cases specified, it was proposed to unite 2 
adjacent counties; in 1 case the merging of 3 counties was proposed. 
If its recommendations were followed the number of counties would 
be reduced from 100 to 82. 

While the need for county consolidation may be greatest in the 
South, the agitation is not limited to the South. Alfred E. Smith 
(157), when Governor of New York, advocated the consolidation of 
counties in that State in the interest of economy, claiming that: 

The cost of supporting these units of government is increasing from $8,000,000 
to $10,000,060 yearly, and #he burden of that tax is the one which people in the 
rural communities find so heavy. 

The movement made no headway because of the opposition of the 
legislature, each county now being entitled to at least one representa- 
tive in the lower house. In fact, this is one of the chief obstacles in 
the way of consolidation in every State, but particularly where the 
rural population is now overrepresented in the legislature and is afraid 
to yield its advantage. 

County consolidation is also being agitated in a number of other 
States—among them Wisconsin, Michigan, Kansas, Montana, and 
Nevada. Reed (1585), in discussing the need for county consolidation 
in Michigan, says: 

The maintenance of even a rudimentary county government has become well- 
nigh impossible in certain sections of the State. ... The same difficulties con- 
front Wisconsin and Minnesota, without the compensating advantage of vast 
industrial development. They confront a large part of rural Indiana and Illinois, 
and even more menacingly Kentucky, Missouri, North Carolina, Georgia, and 
other Southern States. In North Carolina 25 percent of the counties have less 
than $10,000,000 of assessed valuation, the minimum necessary to maintain the 
simplest county government. In Michigan the percentage is 31, in Minnesota 37, 
and in Tennessee 61. These figures are just run of the mine. ... The smaller 
the counties, the less they are able without State aid to perform the duties which 
law and custom impose on them. 

The consolidation of two or more contiguous counties is usually 
considered the easiest method of forming a larger administrative unit. 
This avoids the necessity of disturbing boundaries except to obliterate 
the dividing lines. Paul W. Wager, of the University of North Carolina, 
believes that this is not always the wisest plan, however. He believes 

8 Virginia, Acts of Assembly, 1932, ch. 367, 304. 
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that if a new unit of government is to be constructed, an attempt 
should be made to make it a vital unit. In speaking before the 
American Country Life Conference at Cornell University (165, pp. 
66-57), he said: 

Mere consolidation will not insure the creation of balanced, conscious, vital 
political units. ... Any recasting of political boundaries in North Carolina, 
or any other State, should be preceded by a state-wide survey covering the dis- 
tribution of population and wealth, population trends, topography, highways, 
trade areas, and particularly the character and vitality of the trade centers. 

In some instances, he says, the consolidation of two or more con- 
tiguous counties would produce such a unit. In other instances, some 
territory would need to be shifted from one county to another. 

After analyzing the possible savings through the consolidation of 
Burnett, Washburn, and Sawyer Counties i in Wisconsin, Wehrwein 
and Allin (168, p. 13) state: 

The combined operation and maintenance cost of the three counties might be 
reduced by approximately $20,000 if they should consolidate. This represents 
about 5.6 percent of their 1929 tax levies. Of the total possible saving Washburn 
County would benefit to the extend of about $9,000, or a little more than 7 percent 
of its 1929 county tax levy. 

These savings could better be realized, however, by county enlargement rather 
than by county consolidation. The merging of these three counties with their 
existing boundaries would not be as desirable as would be the obliteration of present 
boundaries and the creation of a new county based upon the natural conditions 
and the trade areas of the region. ... It would seem that the ideal way to 
enlarge counties is largely to ignore existing boundaries. Almost any consolida- 
tion of existing counties will aggravate some already absurd situations. Many 
present boundaries have little relation to trade areas. 

There are some who think that counties could be abolished alto- 
gether, and their functions transferred to the State in rural territory, 
and divided between the State and the cities in urban territory. It 
has also been suggested (142) that villages and the territcry within 
their respective trade areas be incorporated into “rural municipali- 
ties’’, and that in this way rural territory which desired services in 
addition to those provided by the State could obtain them. It is 
questionable, however, if anything would be gained by such an arrange- 
ment. It would complicate rather than simplify the structure of 
government in rural territory, and it would tend to multiply rather 
than reduce the number of units. Moreover it would leave many rural 
residents outside any local unit of government, a condition which 
would hardly be conducive to the perpetuation of democratic insti- 
tutions. There will continue to be need for a unit of local govern- 
ment in rural territory, except possibly in the very smallest States 
or in wilderness areas. 

Quoting Reed (155) again: 

The county is the liveliest of our units of rural local government. If it can be 
reformed and enlarged, it can be saved. If it cannot, there will be an end of local 
government except for cities. . . . To accept State centralization is to con- 
demn democracy to death. The congestion of business at the State capitol is 
already alarming. . . The real remedy is to stop giving artificial respiration 
to rural units smaller than the county; to re-order county boundaries to corre- 
spond with the real communities which modern means of transportation have 
bound together; and to reform county government along the lines which have 
given some decency and efficacy to municipal government. 

The counties, enlarged and reduced in number by consolidation or 
reconstruction, would seem to be able to fill all the needs of rural local 
vovernment. It would, therefore, seem more practical to utilize them 
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as units of local government and as far as possible as units of State 
administration than to try to substitute something new. In fact the 
counties are so firmly entrenched politically that it would be idle to 
attempt to abolish them. It will be difficult enough even to reduce 
their number. 

Where needed consolidations cannot be effected immediately be- 
cause of local sentiment or political opposition, it may often be possi- 
ble for adjoining counties to undertake the joint support of certain 
services. Thus two or more counties may use the same jail or the 
same home for the indigent, or they may combine to build a nospital 
or to support a health unit. The same welfare officer may serve 2 
or 3 counties, or the same engineer several counties. By combining 
in this way for particular purposes, the economy of joint support will 
become evident, and eventually the absurdity of retaining 2 seats of 
vovernment and 2 full sets of officers and records will be manifest. 
Consolidation will thus be effected with a minimum of upheaval and 
a minimum of opposition. ‘This slow process will not be necessary 
in every instance—some counties are ready for immediate amalga- 
mation—but where there is vigorous opposition to a complete merger 
the immediate effort should be for the adoption of a program of joint 
support. 

Again it should be pointed out that these recommendations in 
respect to counties are not pertinent to New England, where the 
county occupies a relatively unimportant position in the scheme of 
local government. 

OVERLAPPING SPECIAL DISTRICTS 

Superimposed on the counties and towns, there are likely to be 
numerous special districts of one kind or another—road districts, 
school districts, drainage districts, sewer districts, and similar sub- 
divisions. ‘These districts are often overlapping, and the same 
property is subject to taxation by 4 or 5 taxing jurisdictions. While 
these special taxing districts have often been created for the benefit 
of a limited number of property owners who wanted a special service 
and were willing to pay for it, they have quite as often been created 
to circumvent tax-rate or debt-limit laws. This multiplicity of taxing 
units courts extravagance and waste by duplicating effort and scat- 
tering responsibility. 

In metropolitan areas the multiplicity and overlapping of govern- 
mental units are particularly aggravated. The classic example is 
Cook County, Ill., in which outside of the limits of Chicago, there are 
9 cities, 76 villages, 30 townships, 192 school districts, 30 park dis- 
tricts, over 40 road and bridge districts, 2 sanitary districts, and enough 
additional subdivisions of government to aggregate 415 separate in- 
dependent units, each having power to levy taxes and borrow money 
(183, p. 101). The situation is similar in the New York metropolitan 
area. \ 

A commission appointed to investigate county and municipal tax- 
ation and expenditures in New Jersey says (146, pp. 7, 387) in one of 
its reports: 

* * * It is fully recognized that certain problems have reached the regional 
stage, and that there is great need, particularly in the metropolitan areas, for 
establishing administrative jurisdictions that are broad enough to cope with 
these problems in a satisfactory manner. * * * Ideally, there should be but 
one comprehensive local budgeting and tax-levying authority for a given territory, 
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which would determine the estimates for all local services and establish a single 
tax levy for supplying the funds. 

While the overlapping of taxing districts is more aggravated in 
metropolitan areas, it exists also in agricultural and forest areas. 
In Oregon and Washington, for example, forest lands are sometimes 
subject to two or three special district taxes in addition to the State, 
county, and school district taxes. There are port districts, dike 
districts, fire-protection districts, road districts, and various other 
kinds of special districts. 

Granting that the creation of special tax districts is sometimes the 
only means of distributing equitably the costs of a service benefitting 
a limited constituency, it is also true that the ease with which they 
have been created and the freedom which they have enjoyed in 
handling their funds have invited very great abuses and have con- 
tributed materially to heavy taxation in many rural areas. 

ECONOMICAL ORGANIZATION FOR SPARSELY SETTLED REGIONS 

THE SITUATION IN GENERAL 

It has been shown that the prevailing system of rural local govern- 
ment in the United States is needlessly decentralized and overmanned 
in the agricultural regions and even more in the forest and cut-over 
regions of sparse population. Instead of varying the size and charac- 
ter of local governmental units to fit different types of economic 
development and different population densities, the same pattern 
has generally been applied to an entire State. At least, when a 
political organization has once been set up, it has remained unchanged 
regardless of subsequent economic changes. ‘Thus county and town- 
ship governments have been perpetuated even after these jurisdictions 
have become completely covered by a city. On the other hand, 
they have been perpetuated in areas which have become almost com- 
pletely depopulated. Naturally it is their survival under this latter 
condition which chiefly affects the taxation of forest land and deserves 
consideration at this point. 

In the Lake States, and to a less extent in other States, there are 
school districts, townships, and even whole counties which consist 
largely of cut-over land. They contain only scattered farms, many 
of which have been abandoned, with scattered villages, declining in 
population, trade, and wealth. Because of a limited and shrinking 
tax base, the tax rate is extremely burdensome. ‘The burden does 
not rest on forest land alone, but on all property within the taxing 
districts where these adverse economic conditions prevail. 

The laissez-faire policy which has pretty generally prevailed until 
recently has been to let the tax rate increase as the tax base decreases, 
driving one taxpayer after another into delinquency. This system 
compels the solvent to carry the burden of the insolvent, even though 
the solvent taxpayers may be paying their taxes out of capital assets 
or out of income earned outside the district. 

Even though progressive delinquency and abandonment lead to a 
reduction in population, the reduction in governmental expenditures 
is not usually so rapid as the decline in the tax base. It costs practi- 
cally as much to operate a school with 10 pupils as it does to operate 
one with 25 pupils. It may not be possible to close a single road, even 
though half of the farms are abandoned. The overhead costs of 
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government are not progressively reduced in a decadent community, 
and some costs, such as poor relief, may actually increase. Moreover, 
there are often debt obligations, incurred in more flourishing times, 
which must be met. 

The problem is not limited to the cut-over regions. There are 
decadent agricultural regions in New England, in New York, in the 
Appalachian Highlands, and in other parts of the country where the 
prevailing type of political organization is too complex and too costly 
to fit either the requirements or the resources of a sparse and dwindling 
population. The perpetuation of governmental machinery designed 
to serve a denser and more flourishing population imposes a needlessly 
heavy burden on the surviving taxpayers. There are towns in New 
England where there are not enough qualified voters to hold the public 
offices, and not infrequently half or more of the resident taxpayers of 
a town are on the public pay roll. The superabundance of offices 
means that they involve very little work, carry no dignity, attract 
only mediocre men, and usually degenerate into vehicles of political 
patronage or, at best, gratuities to be dispensed in rotation. 

It is obvious that under these conditions the temptation is strong 
to take advantage of the nonresident landowners. If they are not 
deliberately discriminated against, they at least are victims of a 
needlessly costly and grossly inefficient local government. 

The logical remedy for the conditions just described is the dis- 
organization of some of the smaller units of government in such areas 
and the administration of the few necessary governmental services 
directly by the State, or at least by the county. Fortunately, a long 
and thorough-going demonstration has been made of the benefits to 
be realized and the economies to be effected by such an arrangement. 
This demonstration is provided in the experience of the unorganized 
territory of Maine. While the fortunate situation which obtains in 
this area is perhaps more attributable to the accidents of history than 
to political foresight, this fact does not lessen its value as a demon- 
stration. It is an arrangement which, if it could not be duplicated, 
could at least be approximated in less extended areas and it therefore 
deserves a full description. 

AN EXAMPLE FROM THE UNORGANIZED TERRITORY OF MAINE 

The unorganized territory of Maine occupies nearly one-half of 
the area of the State and, with a few exceptions, consists of a con- 
solidated, though somewhat irregular, area. While there is some 
unorganized territory in 11 of the 16 counties, the large contiguous 
block in the northern part of the State lies in 6 counties, and most of 
it in 4. Since the county is in Maine a relatively unimportant unit, 
this vast area is virtually under no local political organization. 
In most respects the 366 townships, 162 islands, and 20 miscellaneous 
survey divisions embraced within the area are administered directly 
by the State government. Property is assessed by the board of State 
assessors, and taxes are levied by the State legislature and collected 
by the State treasurer. The State provides forest-fire protection and 
all necessary school facilities. The county provides only police pro- 
tection and courts and some supervision over roads and bridges. 
Towns and plantations once organized may be disorganized by legis- 
lative action, though generally the approval of the county delegation 
is obtained. Disorganization is infrequent, only 5 plantations and 1 
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town having been disorganized to date. However, the county treas- 
urer of Penobscot County expressed the opinion, which he said was 
shared by other local officials, that disorganization will be more 
common in the future, especially in the marginal agricultural towns 
where farm abandonment has reduced the population to a point 
where it is difficult to carry the local government organization. In 
1 plantation, with only 45 inhabitants, there are 9 officers holding 20 
plantation offices (131). 

Most of the unorganized territory and 19 adjoining towns and first- 
class plantations have been incorporated as the Maine forestry 
district. Property within this area is taxed 2% mills on each dollar 
of valuation, as determined by the board of State assessors, for the 
prevention, control, and suppression of forest fires. The adminis- 
tration of the district, so far as concerns forest-protection matters, 
is under the State forest commissioner. The district owns and 
operates 1,600 miles of telephone line, and has fire tools sufficient 
for the employment of 10,000 men. Fire-protection costs average 
about 2 cents per acre annually (139). 

The county exists primarily as an agency of the State. Its chief 
expenditures are for police protection, for the support of the superior 
court, the supreme judicial court, the court of probate and insol- 
vency, and the various municipal courts, the support of jails and other 
correctional institutions, the registration of deeds and other legal 
instruments, and the partial support of roads in unorganized town- 
ships. The chief officers are three county commissioners, clerk of 
courts, register of deeds, county treasurer, and sheriff. 

The county budget is prepared by the county commissioners bienni- 
ally but must be approved by the State legislature. This approval 
is not perfunctory, but is often given only after drastic amendments 
are made. Since the county valuation is fixed by the board of State 
assessors and the county budget by the State legislature, the county 
tax rate is virtually fixed by the State. Property in the unorganized 
territory is subject to a State tax of 7% mills, 34 of which goes into 
the State school fund, 1 mill to the State highway commission for 
the construction of second- and third-class roads, and 3% mills for 
general administration and protection. 

The schools in the unorganized territory are under the direct con- 
trol and supervision of the State commissioner of education and are 
administered by his general agent for unorganized territory. The 
school revenues from unorganized territory consist of the proceeds 
from the tax of 3% mills levied by the State, a poll tax of $3 on every 
male resident 21 years of age and over, interest on funds derived 
from the sale of school lands, and tuition fees. The total amount of 
school revenues in 1929 was $261,886, whereas expenditures were 
only $54,533. 

The inhabitants of the unorganized territory have no voice whatever 
in regard to their school affairs. The general agent for unorganized 
territory locates the school buildings, determines which schools shall 
be maintained, which pupils shall be transported, which pupils shall 
be boarded and the rate of board, what teachers shall be hired and 
their salaries, and even such minor matters as the amount and price 
of fuel wood to be purchased. A local school agent chosen by the 
general agent executes the latter’s orders and is paid a sum ranging 
from $10 to $50 annually, according to the amount of work done. 
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The minimum school term in Maine is 32 weeks, but some of the 
schools in unorganized territory are in session for as ‘long as 36 weeks. 
No secondary or high schools are maintained in unorganized territory, 
but qualified pupils are boarded and their tuition paid in towns 
having such schools. Whenever it is more economical for the State 
to board children near a school the parents are required to contribute 
at least $1 per week per pupil to eliminate the incentive to move to 
remote places in order to be relieved of the support of children. 

The State commissioner of education (136, p. 24) says: 

The majority of the unorganized territory schools will compare very favorably 
with the better class of rural schools of the State. In fact, some of the best 
schools set the standard in certain sections for model rural schools, and there is 
evidence of their direct influence in the improvement of the schools in nearby 
towns and plantations. 

In fact the quality of the school facilities is actually becoming a 
deterrent to plantation organization, as such adequate school facilities 
could not be furnished through local taxation and the apportionment 
of the State school fund without resort to a very high tax rate. 

Land in unorganized territory contributes nothing toward the cost 
of first-class roads, that is, State highways. Second-class or State-aid 
roads are built partly at local expense, but in 1930 only 46 of the 366 
townships in unorganized territory contributed to the cost of such 
roads. The rest of the roads in unorganized territory are ordinarily 
built and maintained entirely with local funds. Quite a number 
are private roads built by the large landowners and timber operators. 
If, however, local road taxes become unreasonably burdensome on the 
landowners of a township in unorganized territory, the county com- 
missioners are required to assess an equitable sum on the county 
and the balance only on the township to be crossed. In no case may 
the local road tax exceed 20 mills. ‘The supreme judicial court is the 
final authority as to what constitutes an unreasonably burdensome 
tax (135, pp. 65-67). 

The total tax rate in unorganized territory ranged in 1930 from 
10.8 mills on the dollar of assessed value to 33}; mills. The weighted 
average tax rate, however, was only 12.1 saritley The average tax 
rate in the organized towns was 50.4 mills and in the organized plan- 
tations, 42.1 mills (138). 

Although property in unorganized territory enjoys a very much 
lower tax rate than property in other parts of the State, the unor- 
ganized territory is more than self-supporting. In 1930 the unor- 
ganized territory paid approximately $812,000 in property taxes 
alone, and expenditures, exclusive of the cost of constructing and 
repairing first- and second-class roads, were only $385,000. Low 
governmental costs are due to the efficiency of State administration 
and the relatively meager demand for roads and schools because of a 
small and reasonably concentrated population. Of the 366 town- 
ships, 278 reported no population at all in 1930 (160, pp. 6-11). 
Only 47 townships have any farms and only 3 have as much as 1 ,000 
acres in farms (137, pp. 34-88). 

The great bulk of the land in unorganized territory is in large 
ownerships and is held for successive crops of timber. Conifers con- 
stitute the principal part of the merchantable stand and, together 
with a large quantity of aspen, are consumed almost entirely by the 
paper mills of Maine. The merchantable species of next importance 
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is birch which, together with some poplar, is manufactured locally 
into such articles as spools, toothpicks, excelsior, and soda pulp. 
With the maintenance of free hunting and fishing by law and estab- 
lished custom, the recreational use of large areas of wild land has 
offered no prospect of financial return in competition with timber 
growing. 

The segregation of two-thirds of Maine’s forest land into a territory 
with a minimum of local political organization has kept necessary 
governmental expense sufficiently low to prevent the appearance of 
any serious forest-tax problem. 
There is probably no other forest area in the United States, with 

conditions similar to those in northern Maine, which compares in 
size with this unorganized territory. But there are many smaller 
areas which are similar and which could profitably be reduced to 
unorganized status. It is true that there are unorganized townships 
in the Lake States, but the property located within them is subject 
to county and school-district taxes, which frequently amount to 60, 
80, or even 100 mills. In some cases there are quite extensive forest 
areas which do not contain a single child of school age and only a 
very scattered adult population, and yet the property is subject to 
very heavy school taxes. In the interest both of economy and of 
justice, it would seem desirable to block out certain areas in the Lake 
States as unorganized territory, in which only a minimum of govern- 
mental services would be provided, all of which should be administered 
and supported by the State. 

Such areas could be blocked out in other States. Infact New York 
is considering the establishment of a State reserve of this character 
(124, p. 15). 

In the Adirondack region, Hamilton County, and parts of several other 
counties on the Adirondack’s fringe are almost wholly wild lands, with here and 
there a small village or unincorporated community. Much of this area is already 
subject to limited control by the State as parts of the forest reserve. We recom- 
mend the blocking out of the forest reserve, with such additions as may be 
necessary, as a special district under the exclusive administration and control 
of the State. Such services as the Beople may need would be supplied and 
financed directly by the State * * 

The adoption of this proposal by nl ‘State will at once eliminate one county 
and a large number of weak towns and village governments, and so reduce the 
areas and populations of several other counties that their remainders can be 
consolidated to advantage—thus further reducing the number of weak counties, 

Broadly speaking, a forest or sparsely populated region should be 
self-supporting, as is the unorganized territory of Maine. This 
would generally appear to be possible, if the services of government 
were limited and efficiently administered—at least if the population 
were not too scattered. The attainment of this latter condition would 
probably require some public control over future land settlement. 

PUBLIC CONTROL OF LAND SETTLEMENT 

GENERAL STATEMENT 

The heavy burden of taxation which rests on forest land in many 
regions is due almost entirely to the presence of a scattered and 
unprofitable agricultural development. In regions like northern 
Maine, where the absence of agricultural settlement and the reason- 
able concentration of woods workers have kept governmental costs 
low, the forest land is easily self-supporting. But wherever there is 
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an abortive agricultural development or a decadent agriculture inter- 
spersed with a forest area there are usually tax difficulties for both 
forest and farm owners. In these regions the problem is not a 
product solely or mainly of a faulty political organization but rather 
of unwise land utilization. 

The traditional policy of government, both Federal and State, has 
been to get as much of the land as possible into private ownership. 
This policy has succeeded in a dispersion of the population and the 
building up of all parts of the country. It has, however, resulted in a 
rapid and wasteful exploitation of natural resources and an over- 
expansion of the agricultural industry. The latter effect has been 
intensified by the coincidence of the rapid disposal of public land for 
agricultural purposes with an equally rapid advance in the technic of 
agricultural production. Moreover, this rapid agricultural develop- 
ment has been characterized by no discriminate selection of land, and 
much of that brought into cultivation is of poor quality. The 
Nation’s agricultural area therefore contains millions of acres of land 
of low productivity, yielding little or no profit to the owners. 

Serious social and governmental problems have arisen out of this 
condition. As previously indicated, a scattered population necessi- 
tates high governmental costs, and the poor quality of the soil pro- 
duces small incomes with which to meet these costs. Many taxpayers 
default, and the loss in revenue necessitates a still higher tax rate. 
This, in turn, narrows the margin of solvency, causing further land 
abandonment and an accumulating volume of delinquency. In the 
Lake States millions of acres either have already reverted to the 
State or await only the final steps in foreclosure. The subject of 
delinquency has been elaborated in another part of this report (pt. 5) 
and need not be treated further at this point. 

The social aspects of the problem are no less distressing. Families 
anchored to marginal land are consigned to unremitting toil, a low 
standard of living, and blasted hopes. Their children are denied the 
opportunity to develop their faculties and thus may suffer the same 
handicaps and disappointments. The isolation of these scattered 
farms intensifies their barrenness. The limited population and the 
absence of inspiring leadership restrict and paralyze community insti- 
tutions and activities. One of the costs in the development of the land 
resources of the United States has been the dwarfed and wasted lives 
on the fringes of settlement. This sacrifice is no longer necessary. 
There is so much good land in this country that is not being used that 
it is unnecessary for farm families to be living at a subsistence level on 
marginal land. It is deplorable enough to witness one family strug- 
gling futilely year after year to wrest a living from a reluctant soil. 
It is inexcusable to permit a second family to try it after the first one 
has failed. There are areas that should never have been opened to 
settlement. However, since a mistaken land policy permitted or even 
encouraged their occupancy, the least that can now be done is to close 
them to further settlement. It even appears justifiable for the 
Government to hasten the depopulation of certain areas by aiding the 
few survivors to become reestablished in more favorable environments. 

There have.been some studies of land utilization as a basis for 
directing future settlement. In the succeeding paragraphs the scope 
and object of some of these studies will be presented. 
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MICHIGAN 

No other State has gone as far in surveying its land resources as 
Michigan. There are in the northern part of this State vast areas of 
cut-over land. Many of the owners of this land have been holding it 
for as much as 40 years in the hope that it could eventually be sold 
for agricultural purposes, but they have finally despaired of this and 
are refusing to pay taxes on it any longer. In Michigan land is 
deeded back to the State after 5 years of delinquency, and nearly 2 
million acres have so reverted. With 40 counties less than self- 
supporting, i. e., contributing less in State taxes than receiving in 
State aids, and delinquency increasing steadily, the more wealthy 
southern part of the State became interested. Therefore, since 1922 
the Michigan Land Economic Survey has been engaged in an inven- 
tory of the northern counties, particularly those in which idle land 
and tax delinquency are common. About 6 million acres had been 
surveyed up to 1930. 
A detailed soil survey is made according to the standards of the 

United States Bureau of Chemistry and Soils. On the soil map is an 
overprint showing the ‘‘lay of the land”’ in five classes: level, gently 
sloping, moderately sloping, strongly sloping, and hilly. A forest-and- 
farm-land survey 1s made, showing on the map the exact location of 
the different timber types, the degree of stocking, and the prevailing 
diameter of the trees. The crop land, cleared land, stump pasture, 
and idle or abandoned land are also shown. Then there is also made 
a water-power and geological survey of each county and an economic 
survey. 
The economic survey attempts to collect all facts pertinent to the 

development and utilization of the county resources not covered by 
the physical inventory of the natural resources. (1) It inquires into 
the nature of land ownership, who owns the land, and the intended 
use; (2) the assessed value of each piece of land is recorded; (3) the 
tax rate in each local district is ascertained and correlated with other 
economic and physical factors; and (4) a study is made of the county’s 
products, industries, and market facilities. 

The survey does not attempt a land classification. It avoids the 
terms agricultural and nonagricultural. It does not dedicate the land 
to any particular use. It presents facts only, but it presents them in 
such a way that a person having a certain land use in mind can select 
the conditions best suited to his need. The survey has resulted in the 
formulation of programs of utilization for particular counties, which 
have been presented to the officials and citizens of these counties. 

In other ways the survey has been justified. Its maps have been 
used extensively. They have been of much service to the State high- 
way department in locating new roads; they have been of use to the 
department of conservation in selecting sites for forest preserves and 
game refuges. They have been of use to the land division of the 
department of conservation in approving or rejecting applications to 
homestead. They have been used by paper manufacturers looking for 
lands to purchase for pulpwood, by rod and gun clubs seeking camp 
sites, by persons seeking lands peculiarly adapted to some particular 
purpose as, for instance, the raising of muskrats or the growing of 
huckleberries. 

The immediate effects have not been spectacular, but many indi- 
viduals have been aided in finding what they sought or dissuaded 
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from ventures doomed to certain failure. The fact that the work is 
being continued year after year with increasing care as to detail 
indicates that Michigan is satisfied as to its usefulness. 

MINNESOTA 

Minnesota also has a vast cut-over region which, because of its 
sparse population and deficiency in income, is a liability to the rest 
of the State. With the exception of St. Louis County, all of the 
counties in this northeastern cut-over region receive more State aid 
than they contribute in taxes (66, p. 116). However a policy of con- 
trolling land settlement in this region has been recently adopted. 
A classification of State lands to determine their use for forestry or 

agricultural purposes was started in 1928. In 19380 the classification 
was extended to private lands under the Minnesota Land Economic 
Survey, but in 1932 this work was temporarily halted for lack of 
funds. The legislature of 1933 created a State land use committee 
to cooperate with land classification committees of each county, which 
were also provided for by the law. These committees were charged 
with making a temporary land classification of all public and private 
lands in the State to determine their best uses. The State committee 
is to report the results of the classification to the legislature, and 
presumably a more detailed survey will eventually be made. 

Another policy of the State which is aimed at restricting settlement in 
the cut-over region is that of setting aside its own lands into State for- 
ests, thus withdrawing them from settlement. <A total of over 1,000,000 
acres of State-owned land has already been included in State forests, 
and the ultimate area of such State forests is to be about 4,000,000 
acres (73d Cong., Ist sess., S. Doc. 12, p. 825). In order to facilitate 
this policy of reservation the 1933 legislature passed a law providing 
for the payment of 50 percent of the gross receipts from State forests 
to the counties within which such forests are situated.” 

Several other measures were enacted in 1933, which set up the 
machinery for a broad program of reduction in the costs of govern- 
ment whenever the tax-delinquent lands are allowed to revert to the 
State. One of the most important of these is the authorization of the 
establishment by the counties of ‘‘conservation zones” and ‘‘agricul- 
tural zones” and the provision for the exchange of State lands within 
the agricultural zones for private lands in the conservation zones. 
The purpose of this act is to consolidate the holdings of State lands in 
the conservation zones and at the same time to reduce the costs of 
local government by moving settlers from these zones to the agricul- 
tural zones.” Other laws passed in 1933 aiming at a decrease in 
costs of government are those authorizing disorganization of town- 
ships and school districts and the consolidation of two or more 
counties.” 

WISCONSIN 

Zoning ordinances, limiting and regulating the use to which urban 
land may be put, are very common, but, so far as is known, the coun- 
ties of Wisconsin are the first to attempt to restrict the use of rural 
land through zoning. The counties in that State have had to face 

% Minnesota, Session Laws, 1933, ch. 436. 
% Minnesota, Session Laws, 1933, ch. 313. 
82 Minnesota, Session Laws, 1933, ch. 418. 
93 Minnesota, Session Laws, 1933, chs. 240, 313, 377. 
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the problem of land utilization because of the fact that their delin- 
quent-tax lands revert to the county rather than to the State. When 
certain counties found themselves the possessors of an increasing area 
of forfeited lands and at the same time began to feel the pinch of a 
diminishing tax base, they were compelled to give their attention to 
the problem of land utilization. 

In 1925 a law was passed providing for a division of rural planning 
in the State department of agriculture. Since that time the agricul- 
tural college, in cooperation “with the United States Department of 
Agriculture, has taken over the direction of the work, which so far is 
entirely in the hands of county officials. 

During the summer and fall of 1928 several counties decided to 
adopt land-utilization programs and requested the United States 
Bureau of Agricultural Economics to advise them how to proceed. 
William A. Hartman of the Bureau prepared for this purpose a plan 
for zoning the lands of a county. The plan outlined a method for 
making a complete inventory of the county and its land resources. 
When this was done the county board was to zone the land and 
attempt to guide the owners in its future use. 

In 1929 the Wisconsin Legislature passed a law which permits the 
county board of any county to regulate, restrict, and determine the 
areas within which agriculture, forestry, and recreation may be con- 
ducted. This restriction is to be accomplished by an ordinance 
sunilar to an urban zoning ordinance. Such an ordinance was first 
put into effect by Oneida County in 1933 (169). 
At about the same time that this zoning law was being passed, a 

series of land use surveys was conducted under the auspices of the 
College of Agriculture of the University of Wisconsin, in cooperation 
with the Wisconsin Conservation Department and other State agen- 
cies (169). Marinette County was the first county to make a survey 
of its lands and formulate a program of action (170). The survey was 
made by a local committee appointed by the chairman of the county 
board, together with certain staff members of the State College of 
Agriculture. A few facts gleaned from this survey throw light on the 
nature of the problem. 

In 1925, according to the United States census, 563,700 acres, or 
62.3 percent of the area of the county, represented cut-over, second- 
erowth, and swamp lands. In the sparsely settled townships many 
farms were abandoned, a majority of the 521 abandoned farms being 
in 4 of the 18 townships. Likewise 58 percent of the tax-delinquent 
land of the county was in 5 townships. 

In a district embracing one-sixth of the entire county, scattered 
settlement and low attendance per school resulted in a rural school 
cost of $177.69 per pupil for the school year 1927-28. The average 
cost for the whole county was $92.35 per pupil, and for the State at 
large, $67.31. One school with only 2 pupils had a cost of $583 per 
pupil, and another with 3 pupils, incidentally all of one family, had a 
cost of $333.46 per pupil. On the other hand, one school in the town 
of Goodman, where there is concentrated settlement, had an average 
cost of $29.29 per pupil. 

Some townships were successfully evading their proportionate part 
of the road taxes. In 1928, $45,000 was levied for county highway 
purposes, divided equally among the towns, but 6 of the 18 failed to 
pay any part of their assessment. However, the entire $45,000 was 
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spent from the general funds, the taxpaying part of the county bearing 
the entire county road- building costs. 

It was estimated that in 1929 the county would pay into the State 
treasury $35,111 and receive from the State $187,319. 

In the light of these facts the survey concluded that continued 
expansion of settlement in those marginal areas where experience has 
shown farming to be unprofitable should be discouraged. Moreover, 
it suggested that some of the mistakes already made could be corrected 
by voluntary exchange of holdings of scattered settlers for lands in 
regions where roads and schools already exist. 
The town of Goodman was cited in this study as an example of 

agricultural development carried on within a forest area. Of the 104 
farms in this town, only 9 had been abandoned, most of these being 
in the outlying districts and on land that was originally obtained 
through the homestead act. Practically all settlement is in one area, 
close enough to the village of Goodman so that employment can be 
had in the mills when work is slack on farms or when additional income 
is needed. Good roads and school facilities are possible at reasonable 
cost through this more compact grouping of farms. By exchange of 
lands a settler in this town was moved from an isolated homestead to 
the farming community. 

Five counties, in addition to Marinette, have completed and pub- 
lished preliminary surveys describing their land resources and sug- 
gesting a program of utilization. These five counties are Ashland, 
Taylor, Oneida, Forest, and Washburn. The publications based on 
these studies present graphic pictures of the economic and financial 
position of the county concerned and suggest needed improvements 
(171, 172, 173, 174, 175). The program advanced for Forest County, 
as summarized below, is typical: 

1. Maintain agricultural development in established farm communi- 
ties. The establishment and maintenance of connected farm-to- 
market highways in such regions is important so that cream routes, 
mail routes, and school-bus lines can operate effectively. 

2. The county should take deed to all delinquent lands, start pro- 
ceedings to quiet title by court action if necessary, and block up its 
holdings into unbroken units as large as possible. A committee of 
the county board, preferably a joint committee of the agriculture and 
conservation committees, should be authorized to investigate all land 
to which title has been taken, to advise the county clerk on land ex- 
changes, and to negotiate for the sale of these lands for large-scale 
forest and recreational purposes. 

3. Establish county forests on the nonagricultural lands which the 
county does not succeed in selling. These need not be large, but 
should be fairly compact units. These county forest lands could be 
entered under the forest-crop law, permitting the towns in which the 
forest is located to receive 10 cents per acre per year from the State. 
Technical assistance in managing such forests could be obtained from 
the State conservation commission. When supplemented by other 
extensive areas of public lands, county forests will offer a reliable 
source of raw material necessary for the maintenance of local industries. 

4. Develop the recreation industry. 
5. Effect economies in school costs by making the county the unit 

of taxation and administration. 
The above program, while not necessarily a model one in all details, 

represents a great advance over uncontrolled settlement. 
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Tue Hitt Towns or VERMONT 

The land utilization problem which has arisen as a result of wide- 
spread farm abandonment is well illustrated in the hill towns of Ver- 
mont. The Vermont Experiment Station in cooperation with the 
United States Bureau of Agricultural Economics and the Vermont 
Forest Service has made a study in 13 selected towns (115; 163, pp. 142- 
148): Granville, Roxbury, Fayston, Warren, Ripton, Goshen, Stock- 
bridge, Pittsfield, Sherburne, Plymouth, Mount Holly, Shrewsbury, and 
Wardsboro. These towns were considered representative of 74 other 
towns in which this type of utilization problem exists (115, pp. 6, 15). 

The total population of these 13 towns increased from 1810 to 1850. 
There was a slight decrease from 1850 to 1860 and a greater decrease, 
slightly over 3.7 percent, from 1860 to 1880. Since 1880, the decline 
in population has been rapid; the population in 1810 actually exceeded 
the population in 1930 by 1,300. The decline from 1920 to 1930 
amounted to 18.6 percent (115, p. 15). Most of the decrease in popu- 
lation in these towns has been due to abandonment of farms and 
decline in the woodworking industry. 

The total area of the 13 towns is 343,370 acres, classified in 1929 as 
follows (115, pp. 28-80): 

In farms: Acres 

(OTRO OY MEAN USN Sa RET rae ETS 2S Ca a er NP 0 oe 40, 332 
1 DSN TO ESI G(SLENO FEN BC ENG IEYE SS SS ge tp al SAP a yg Ae A Ng ee 2,114 
Opengpast une sea pees md LN Te la NN ees ne 39, 656 
NOOO YC Sy ih Ss UU a I ve ee 127, 287 

AR Uren leas a ik emery Cee UNL eh Ue Lue Ae ky Gey NER Ca Uk 209, 389 

WOO lain clin G iia shea reir ter een oi SRY Di INET ae a 130, 524 
Ve Cre alos) wlan Glan un sale aya ei LGM Ra es ee are dale lt 
Residentialkipowers and’ business 22 = 22h bak Lee) ee ae 2, 884 

GIRCOHUG EN Lh ee UI I US Ae ka ae ea 343, 370 

The total woodland area is 257,811 acres, or 75 percent of the entire 
area. Of the 209,389 acres in farms, only 114,576 acres are in operated 
farms, and 54,761 acres are inpartially operatedfarms. Ofthe40,332 
acres In crop land, 26,479 are operated, 10,188 are partially operated, 
and 3,665 are abandoned. The operated (cultivated) crop land thus 
represents only 7.7 percent of the total area of the 13 towns, and, with 
the partially operated crop land included, it is only 10.7 percent. 
According to figures obtained by the survey, the number of operated 
farms in the 13 towns decreased from 962 in 1919 to 721 in 19380. 
The number of partially operated farms increased during the same 
period from 262 to 377 and abandoned farms increased from 156 to 
282. The rate and degree of abandonment may be indicated by com- 
paring ratios of the operated and abandoned areas to the total areas 
in farms in 1919 and 1929, as given in table 117 (115, pp. 27-35). 

TaBLe 117.—FPercentage of land in farms operated, partially operated, and aban- 
doned in 13 Vermont towns, 1919 and 1929 } 

Status 1919 1929 

Percent Percent 
Operated seein SE a es eae Oh ek Bee SI Se es 70. 6 54.7 
PAR UIA ZODET ALC eee tte eg ss ak ek pee ee See ee 18.7 26. 1 
AMOR HOYO OV OV SOL A 5S ey ore! ers Rae EEN iS pn ey SLR IER COMANCHE NT SERS tr IWant elena eee 10. 7 19. 2 

ANOS i GAGE SM IR EN aa RS cet es Nees ean ETS a an Se pe ae 100. 0 100. 0 
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Of the 721 operated farms in the 13 towns, a sample of 159 was 
selected and studied to determine the economic condition of the occu- 
pants (115, p. 91). The net income received direct from these farms 
in 1928-29 averaged $213 per farm. Income from other sources 
averaged $354 per farm. ‘The net cash income available for meeting 
family living expenses therefore averaged $567 perfarm. An average 
of $594 of the family living had to be purchased. ‘This leaves an 
average deficit of $27 per farm. 

The good land is usually in small areas which are widely scattered. 
In most cases there is not enough good crop land within easy reach to 
make a farm which will give full and profitable employment to a farm 
family. Thus, in the opinion of the Vermont Commission on Country 
Life (163) the utilization of the small areas of good land for farming 
purposes is practicable only in case there are mines, quarries, wood- 
working, or other industries in the neighborhood which give remu- 
nerative employment. Under these conditions, the land and buildings 
of what would otherwise be an abandoned farm are valuable as a 
residence and a place to do some part-time farming. These industries 
are important, not only because they provide supplementary employ- 
ment for the part-time farmer, but because they provide taxable 
property and a grouping of population which make it possible to 
maintain local government, scHoels and the voluntary social institu- 
tions. Where such centers of life do not exist, it is better that the 
small, scattered areas of good farm land in the hill towns revert to 
forests. 

The commission points out that in 1890 there were 92 manufactur- 
ing plants in the 13 hill towns and in 1929 only 30. These consist of 
20 woodworking establishments, 5 cheese factories, 2 creameries, and 
3 other small industries. In some towns, mines and quarries will 
continue to furnish employment; in others, people may find work on 
the roads or in the employ of summer residents. In the main, however, 
woodworking establishments offer the greatest possibilities for future 
employment in the hill towns. Therefore there should be compre- 
hensive plans for rehabilitating the depleted forest resources of these 
towns. 

Some of the abandoned farmhouses, as well as some of the houses 
in the little villages, are being acquired by nonresidents for summer 
homes. In 1929 there were 171 such summer homes. Of these, 63 
were on farms and 108 were in villages. The number of houses 
abandoned each year however is in excess of the number purchased 
for summer-residence purposes. For instance, in 1929 in the 13 towns 
44 houses were abandoned, and only 8 were taken for summer homes. 
In 10 years there have been over 200 farmhouses abandoned and only 
47 utilized for summer residences. 

It is the conclusion of the commission that the responsibility for the 
solution of the hill-town problem should be assumed by the State. It 
recommends that a permanent State land utilization commission be 
set up, composed of the State forester, the commissioner of agriculture, 
an agricultural economist from the agricultural college, and two other 
men chosen to represent the lumber, woodworking, and recreational 
interests. This commission should work with a local organization in 
each town. After further study there should be formulated a program 
and plan for the economic development of each. The commission’s 
more specific recommendations are: (1) State acquisition of farm 
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lands suited only to forestry, (2) encouragement of lumber companies 
to acquire large holdings of timberland, (3) the restoration of forests 
to a sustained-yield basis, and (4) revision of the town organization to 
reduce the tax burden. 

APPALACHIAN AND OZARK MOUNTAIN REGIONS 

According to the Bureau of Agricultural Economics (120, p. 22), a 
decrease in crop acreage is rather general in the Appalachian and 
Ozark Mountain regions— 

where there are large numbers of farms too severely handicapped by rough land 
surface, or poor soil, or small size to maintain a reasonable standard of living for 
their operators. Many of these farms were originally settled by pioneer farmers 
partly dependent on hunting, grazing, and lumbering. The passing of game and 
merchantable timber, the competition of more favored districts, and opportunities 
to earn higher wages elsewhere have caused thousands of these small farms to 
become incapable of maintaining for their operators an adequate standard of living 
or one comparable with the standards prevailing in areas where the physical 
environment is more favorable. 

In a hilly district of southeastern Ohio, in which a special survey was made, the 
average net cash income from farming was only $224, and in a Kentucky foothill 
district only $147. The figures for these farms, which are representative of large 
sections, may be compared with net cash incomes averaging about $850 for farms 
in the East North Central area as a whole, and from $950 to $1,000 for farmers of 
the North Atlantic area. Necessarily food produced on the farm for family 
consumption was an important element in the economy of the hill farmers, 
increasing the value of their available net income to the neighborhood of $500, as 
compared with $1,150 to $1,250 for those of the North Atlantic and East North 
Central areas. 

In the Appalachian highlands, as in other regions, social and eco- 
nomic forces are operating to bring about new equilibriums. For 
instance, the penetration of the mountains with improved highways 
sets In motion many changes. The roads break down the isolation of 
the mountaineers; they bring in new people and new ideas; they arouse 
new interests and create new demands. The purchase of an auto- 
mobile is usually the death knell of a self-sufficing economy. A small 
farm that produced enough to meet the simple needs of a stay-at-home 
family proves inadequate to support an automobile and meet the 
new demands for cash. It is true that to some extent the penetration 
of the mountains has created or expanded the market for fruits and 
vegetables, and a more intensive agriculture has resulted. Where this 
has happened, the added cash income has been provided with no 
expansion in the size of the farm. The tourists who travel over the 
roads have also provided a market for the products of the mountaineer 
handicrafts. The construction and maintenance of the roads them- 
selves provide employment for native labor and cause a flow of money 
into the region. A number of people find employment in garages and 
filling stations. Thus, to some extent, the penetration of the mountains 
with good roads cures the problems which it creates. However, the 
region is never the same again. Its quiet, self-satisfied, and self-suf- 
ficing life is destroyed. Its economy is disturbed, and usually a 
problem in land utilization is created. Favored regions near the larger 
cities may meet the problem by giving more attention to fruit and 
truck crops. A few regions witness resort developments, and a few 
others profit through the exploitation of mineral and power resources. 
But the transition from a self-sufficing to a money economy inevitably 

101285°—35——_20 
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results in the abandonment of the less fertile and less favorably located 
farms; that is, the farms which are not adapted to cash crops. Un- 
fortunately the abandonment is likely to be a slow and painful pro- 
cess, involving individual and community hardships that might be 
alleviated through State efforts. 

New YorxE 

The agricultural area in New York increased until about 1880. 
Since that time the area in farms has decreased 4,500,000 acres, 
although the total crop production has increased. About 1,000,000 
acres, which have disappeared from farms in the southeastern and 
northwestern parts of the State, have been taken for industrial and 
residential purposes and are by no means abandoned lands. Most 
of the true abandonment has taken place in the hilly regions, par- 
ticularly in the southern highlands and on the slopes bordering the 
Catskill and Adirondack Mountains and lying between the fertile 
valleys on which farming is relatively prosperous and the high alti- 
tudes which have never been cleared. 

The Department of Agricultural Economics at the New York State 
College of Agriculture (Cornell University) has made intensive sur- 
veys of several of the decadent areas. These surveys furnished the 
material for a critical study (117) of the problems of fiscal decline, 
from which the following significant conclusions are drawn (117, pp. 
48-50): 

Abandonment has been found to be due chiefly to the characteristics of the 
soil and the topography * * * ‘The expenditure of capital for improving a 
farm will pay better on good land than on poor land. Every step in progress 
makes it relatively more advantageous to obtain the food supply by the more 
intensive use of good land rather than by the use of land such as is being aban- 
doned. The high ratio of wages to prices of commodities accelerates this 
movement. 

The process of abandonment usually goes through several fairly well-defined 
stages. First the tenants move out. Then the young people go. There are 
left the older owners. These try to sell the farms to people unfamiliar with the 
territory, if possible. Many farms are sold, and this prolongs the process of 
abandonment, particularly if houses and barns are repaired or remodeled. Many 
of the farms are still in the hands of the descendants of the original settlers. 
The sons are gone. When the present owners die, the farms will be sold to an 
endless succession of inexperienced buyers, who purchase in optimism and after 
being disillusioned retain possession in the hope of a sale. If the land were taken 
for forestry purposes, some of the occupied farms as well as the vacant farms 
would be purchased. Most people come to the conclusion that it would be a 
blessing to everyone concerned if some authority, such as the State government, 
would step in and, by purchase, zoning, or some such plan, accelerate the 
movement. 

* * * it seems obvious, (1) that something should be done to hasten the 
abandonment of lands that do not yield living wages to their owners, (2) that 

_ some other method of utilizing this land should be adopted wherever this i 
feasible, and finally, that some steps must then be taken to provide an adequat 
method of financing theservices that will be required for the remaining inhabitants 

All of the evidence collected points to the conclusion that the most 
profitable use to which this abandoned agricultural land can be put 
is the growing of forests. As a matter of fact, New York has already 
done much in the way of reforestation. It has reforested large areas 
at public expense and has made provisions for the production of 
enough seedlings to meet the requirements of private landowners. 
The New York State forest preserves in the Adirondack and Catskill 
Mountain regions now contain 2,300,000 acres (in 1932, 2,373,804 
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acres in all forested State parks), and the Cornell University studies 
indicate that there are about 2,500,000 acres of abandoned farm land 
in declining communities that should be reforested (Kolbe, as quoted 
by Compton (117, p. 33)). 

During 1928 the State reforestation commission made a survey of 
all the agricultural counties to determine the areas of nonproductive 
agricultural land that could be reforested by the State at low cost. 
As a result of this survey it was estimated that there were available 
850,000 acres in contiguous areas of 500 acres or more that could 
reasonably be reforested by the State. It was also estimated that 
there was about twice as much available land in smaller areas. The 
commission recommended in January 1929, that the State undertake 
to develop areas of 500 acres or more directly and provide aid to 
counties to assist them in developing the tracts of less than 500 acres. 
Following the recommendations of the commission the New York 
State Legislature of 1929 appropriated $100,000 to begin such a 
program. A bond issue of $19,000,000 was proposed to provide funds 
to continue the program on an enlarged scale over an 11-year period. 
Two successive legislatures endorsed the bond issue, and it was rati- 
fied by the people in November 1931. The adoption of this program 
by the State of New York is not only an effort to restore its forest 
resources but is a recognition of the need for a definite land policy. 
It will be many years before the reforested areas become income- 
producing, but the acquisition program provides a market for un- 
productive farm lands and enables the owners to sell for cash and 
establish themselves elsewhere. Wherever the acquisitions can be 
made in blocks of several thousand acres it will be possible to close 
the schools, abandon some of the roads, and otherwise reduce the 
costs of local government. 

ONTARIO, CANADA 

An interesting experiment in directing land utilization has been 
conducted in the Canadian Province of Ontario. In the central por- 
tion of the Province there was a belt of white pine, similar to the 
pineries of Michigan, which was cut over by lumbermen in the latter 
part of the nineteenth century. As the lumbermen advanced, farm- 
ers moved in and apparently prospered for a time. But after lumber- 
ing had ceased and forest fires had destroyed the young growth, there 
was no longer a market for agricultural products, and farming ceased 
to be profitable. The more ambitious people left, and the less ambi- 
tious who stayed have been able to eke out only a precarious living. 
A survey of five townships in this old white pine belt by the Pro- 

vincial forestry branch showed 768 farms in the district, only 36 
of which wholly supported the people living on them. Many of the 
owners worked for wages away from their farms. Forty-two percent 
of the farms were not occupied, except that the native grass might be 
cut or the farm pastured by a neighboring farmer. Twenty-one per- 
cent of the farms were completely abandoned. In 1926, over 12,000 
acres in the five townships were advertised for sale for tax arrears. 
The average accumulated tax charges on the 12,000 acres were 47 
cents per acre. 

The Provincial government bought better lands in another part of 
the Province and offered them in exchange for the farms in the cut- 
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over area. In the fall of 1926 five families, constituting about one- 
half the population of one township, accepted the proposal to be 
moved, the government paying their moving expenses and building 
houses and stables for them at the new location. The abandoned 
farms acquired by the government were closed to further occupancy. 
By this means the government was able to close one schooj and to 
save in school and road expenses in 2 years the entire cost of moving 
the families. In all, 15 families, the total population of about four 
townships, were moved (117, p. 166). 

This experiment, in spite of the fact that it resulted in reducing the 
cost of local government in the evacuated areas, could not be called a 
success since only 5 of the 15 families stayed on the good agricultural 
land after being moved. This result has been ascribed to the char- 
acter of the people transferred (121). 

Since it is usually the case that the men stranded in sparsely popu- 
lated regions are old and not able to adapt themselves readily to 
changed conditions, the transfer of such people is a difficult matter. 
The depopulation of these areas may in many cases have to come 
about slowly by the prevention of new settlement and the abandon- 
ment of the old places with the death of the occupants. 

SUMMARY 

These examples are sufficient to indicate that there are sparsely 
settled regions or forest regions in many parts of the United States 
and Canada that need a simpler form of governmental organization 
than is required by richer and more developed regions. They need 
to be relieved of the excess layers of government that contribute to 
the burden of taxation. Many forest regions which are now severely 
burdened with taxes might enjoy very moderate taxation if the fune- 
tions of government in these regions were limited to those which 
yield a benefit to forest property. School taxes always figure heavily 
in the tax load on rural property. It cannot be claimed that unin- 
habited forest land should be relieved of all school taxes, but there is 
justification for some relief in this field. This would easily be possible 
if settlement were controlled. Rigid control of further land settle- 
ment in sparsely settled regions, accompanied by the disorganization 
of all or most of the local governments in such regions, would certainly 
yield substantial tax relief to much forest land and in no way add to 
the burden on other classes of property. 

STATE AND FEDERAL AID 

OBJECTS AND EXTENT 

Most of the States have come to the rescue of local government in 
recent years through the so-called ‘‘grant-in-aid.’”?’ The two principal 
objects for which State aid is granted are schools and roads, and the 
distribution of aid for each of these objects will be discussed at some 
length. State aid for health work will be given a very brief treat- 
ment. 

While schools, roads, and health activities have been the chief bene- 
ficiaries of State aid, the State often shares in the support of other 
functions. Itis now recognized that most of the traditional functions 
of local government are affected with an interest beyond the borders 
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of the local unit. Because of this fact and the further fact that local 
units differ so greatly in wealth and taxpaying ability, the States are 
assuming a larger responsibility for these functions. ‘They are either 
sharing the cost, leaving the administration with the local units, or 
they are taking over the functions entirely. The place occupied by 
subventions and State-shared taxes in 1928 is given in table 118. 

TABLE 118:—Subventions and State-administered taxes shared with local divisions, 
and ratio of each to total local revenues, 1928 } 

| 

Ratio to local taxes of— 
State-ad- Subven- hee SE 

SUN tions ministered Subven- | State ad- 
At eats ministered 

taxes 

1,000 dollars |1,000 dollars Percent Percent 
PAY Dp in aeemeeyan Scent uy Dee etree eee eeu Se ara fe 6, 714 4, 268 Wes 11.0 
PAU OTN aaa eee nt ales Oe) Ed SP NS SP UT eA 1, 969 76 10. 2 .4 
PATA SES eee Seat t len ie AUC Are ie Weg CEL Se cers Ses. 38, 751 397 13.8 1.5 
CahifOnni ae Is! PAE BERS S PASE Tk NR EN aa 6, 858 13, 867 2.1 4.2 
Colona eee tty SSG aes pe WIR nas AT A aE De Sed 2, 131 1, 996 4.5 4.3 
WOMTIECE CUT ee eae Calan apeltCipaas an NC ieee ok ee 1, 770 3, 300 22, fs) 4.6 
IDG TA Wane aeee ens eh o Se Ee eh Ae eee a be VF GA2n eee eas 23) OT Seeger 
TEN (Over UG eS ee UE a er Cn =e a ten Cele 2, 598 3, 605 3h fe) 4.9 
Georgia________-_- po Deed Va Ne mfp etd fou Seek MDS a an 4, 897 2,035 10. 4 4.3 
VECG HEH OVS See Woe AS CNS peek teed toe a Ue EG. at Se atta Nes een 20 2, 635 all 13. 2 
MUM imMO1SSa seas es. ee oes eee SL ofa eat fon Bl AP 9, 586 9, 200 3.0 2.9 
DT arn ae apenas ROOT EERE EO) nee aint MR ker gh Ey as 5, 325 3, 683 4.0 2.8 
TIONS EEN Ios as SE epee Se aL Oe UT a 797 13, 554 .8 13. 4 
ATISAS Se ees ee ea 2 Cal A RANE eB 2 ka fet 655 3, 035 .8 3.7 
SCE TNE sys 5 be lien ie EN eR USL ah TE RL el hc 6,176 | ° 481 12.0 9 
MG OUISIAT Ae eect a ny sigma eee ee ee Le teat coe 5, 495 1, 077 10.0 2.0 
Maine eee Se SE AER RS USL Sag iene Ae PLU CE has eae 2, 890 196 10. 7 4 eh 
Via ny am dese aeons DAMIR RC a teag AGIA dy 3, 305 2, 390 ‘OMG 4.1 
IWhassachset swine me cere. eee ogee ALMA ee Sheda 7, 196 37, 590 2.8 14.8 
IVA @ hire rp ieee iy sis ee a a ey pe le ee a 20, 081 9, 825 7.6 3.9 
IVIGTIMES 0 Gees cee eee vn ae oem oe Fs BUC Ag Cat 12, 486 410 10.0 28 
IVEISSISSIP ioe Se See ERE Deyn p a ie! eek RN. SE oe 4,819 5, 178 8.9 9.5 
IVEISS OLDIE te als WR isn a Re UE ee 6, 372 1, 160 be5 1.0 
NMOntan ae ee see ene a nM enh ees CAN ER ee 1, 604 2, 466 6.2 9.5 
ING DFAS Kaye i Rates, Re ROMA AS be Eek 1, 333 2, 805 2.4 al 
SINGS I 2s Se ON fC OO ec er Mr a a : 423 279 7.6 5.0 
ING wiampshines 221 Cemeie eis Sie Pe Naty fad eect PARE 1, 167 1, 581 5.9 8.0 
ING wa ORS yes eee ey ee yeh Me ae ke a 21, 546 14, 365 8.2 5.5 
New Mexico_____--- Peat Sone SE UEP eNO Cy. Nae. hehe ea 1, 030 388 11.0 4.1 
INTE Wa SOG Kee et gee eens bins Toe Us gl vere Seon 74, 648 62, 667 8.7 758 
INOUE anolina cee wee et ree ee ee eR are au Jee RN 3, 543 14 5.1 (2) 
INORG eID AK 0 Gale ss See Ce Pe SESE ad y p Ua ik CE Oe 1, 427 830 4.9 2.8 
(QYYM AI) sy Se as IS ale 2 Es Ta RNG SAT cep LUN rae NG NNEC a 4, 199 17, 430 1.3 5.6 
Oklahomans oe ee ED A BRE a Lae 2, 992 9, 807 4,2 13. 6 
QS Tek eID Fe a Tee) oa aN AL dd ce 1, 631 1, 682 3.5 3. 6 
) UST OTIS ATA AGES GU ee Np a a eA a 28, 505 4, 382 7.4 1.1 
Rhode Island_-_-_-_-__- TA ecg GO hg aa SB EN nr? Red pa ae 500) (Ske aay es QAO a etctees Ae a 
S Out © Anolis eae PL a Oy le lh ET 3, 427 1,919 11.3 6.3 
SOUtHIDAK Ota mete Wir A le Bae Tee, yt a ae Re 1, 597 332 4.7 1.0 
MRO TITIE SSC cate edt aN aaah fly eh Ce ED ues lane aha 5, 504 1, 836 10.6 3.5 

CERES ea Be as Ue a A TT ey ahs RUNNER SURO U Re 28, 371 7, 279 18.2 4,7 
LOS NAA a Oa ee ee Ne es Le eee eo pe alee Moma ee, We be, 3 7d ipl Eee eee Bae ae 204i eee eae 
Vermont_-.----_- PE SANGRE ERT eee ug eae ie ean Em Inne 2 at 2, 931 5 21.6 (2) 
Wircini seer aan serene) een kL SAN SAU RE Ae 5, 843 2; 7385 11.1 5.2 
BVV Fas Hair gt 0 rae ae a eee 8, 639 2, 553 11.5 3. 4 
VVIGS CAVE OIL ae ee en ye ae NEAL EN yoni ys Sate DGoy ieee ene 7 ag (hs as st 
Wisconsin_______ oy 5 2b Soh SUM Dn eM aN anes AG ASO TN He A 8, 358 5, 901 6.0 
PWVGY OLN Compete eee ae ees ek Jake e- 2,120 3 We, 2 (?) 

FING Tien en er 2 eS me Ue Ln adhe a 334, 817 261, 217 6.5 5.1 

1 Source of data: (148, pp. 18-19). 
1 Less than 0.05 percent. 

The Federal Government is making extensive use of the grant-in- 
aid as a means of inducing State cooperation in matters of national 
concern. The principal objects for which Federal aid is available 
are highways, forest-fire prevention, agricultural extension, voca- 
tional education, and public health. The purpose has been to 
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stimulate local effort and to standardize the service rather than to 
provide tax relief. Of course, as a result of Federal aid, certain com- 
munities and certain States have undoubtedly acquired services or 
public improvements, particularly highways, which they would not 
have acquired if the aid had not been available. The subject of 
Federal aid will not be pursued in detail, as the effects are in general 
similar to those of State aid. 

EDUCATION 

According te a leading authority in the field of public-school 
finance (158, p. 192), a study of State systems of school finance in the 
United States will reveal at least five distinct conceptions as to the 
purposes of State aid: (1) To provide general tax relief; (2) to 
provide State administration and supervision; (3) to stimulate local 
communities; (4) to compensate local communities for costs incurred 
in providing school facilities despite peculiarly adverse or difficult 
local conditions; and (5) to equalize school revenues, school burdens, 
and educational opportunities throughout the State. A brief ab- 
stract of this authority’s analysis of these several forms of State aid 
follows: 

The oldest and most universally provided type of State school fund 
in the United States today is that designed to afford general relief to 
all political corporations supporting public schools. At the time 
such funds first arose, it was commonly conceived that the support 
of public schools was a local responsibility and that any contribu- 
tion from the State was merely a gratuity. This explains why no 
effort was made to determine whether the quotas received from the 
State, together with other available school revenues, would provide 
a sum sufficient to meet the costs of a satisfactory school program. 
A few States, such as Arizona, California, Utah, and Washington, 
guarantee annually a fixed amount for the education of each child. 
However, the method most commonly employed is merely to set 
aside the receipts from one or more specified sources and prorate 
them among all the minor civil divisions of the State on the basis of 
school census or enrollment. In recent years some States have 
improved on the basis of apportionment by adopting average daily 
attendance or aggregate attendance as the basis. 

In order that State funds might be administered and distributed 
fairly and efficiently, it became necessary for the State to assemble a 
considerable amount of statistical information and provide an increas- 
ing amount of supervision. In addition to meeting the costs of State 
administration and supervision, several States now provide funds 
from which to contribute toward the salaries and expenses of local 
supervisory and administrative officers, such as county or city super- 
intendents, supervisors, and attendance officers. 

At one time the State funds in certain States so nearly met the 
minimum costs of the local schools that they had a paralyzing effect 
on the local districts. There was a growing disinclination on the part 
of the local districts to levy taxes to supplement the State funds. 
Schools were commonly maintained only as long as State grants per- 
mitted, and on every hand educational facilities decreased in number, 
availability, and quality. As a result, States began to require that 
a district raise by taxation an amount equal to its State quota. 
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That is, in the majority of the States the purpose of State aid came 
to be conceived as twofold: (1) to provide general tax relief and 
(2) to stimulate local effort. 
The policy of stimulating local effort through general relief funds 

was succeeded in many States by a policy of providing special funds 
to encourage local communities to provide at their own option special 
types of schools, additional studies, and other unusual educational 
facilities. 

The most important objects for which special stimulation grants 
are provided today include high schools, consolidation, instruction in 
agriculture and other vocational or trade subjects, teacher-training 
departments in high schools, school libraries, school buildings, free 
textbooks and other facilities, and the maintenance of special types of 
classes. Among the States which thus far have given only a small 
place to special stimulation-fund grants may be named Arizona, 
Arkansas, Colorado, Delaware, Florida, Idaho, Illinois, Louisiana, 
New Mexico, and Oregon. Of the States which have entered upon 
an extensive policy of stimulation may be mentioned New York, 
Minnesota, and Connecticut. 

Another form of State aid may be termed compensation grants. 
These are subsidies paid by a State to constituent political corpora- 
tions which, in making provision for certain educational facilities, 
are handicapped by adverse economic conditions. This type of 
erant borders very closely on the last type of school aid cael will 
be described, that is, equalization funds. 

During the last 15 years there has come into prominence a new 
conception of the fundamental purpose of State aid, namely, that of 
compensating for local inequalities in school revenues, school burdens, 
and educational opportunities, due to factors over which the local 
communities have little control. As a result of this new conception 
one State after another is attempting to establish an equalization 
fund or to distribute existing funds upon a basis which will take 
into consideration differences in taxpaying ability and need. The 
factors that are taken into consideration in making the distribution 
are numerous and involved and differ widely in the different States 
(158, pp. 192-200). 

There is perhaps no yardstick for determining how much of the 
cost of schools should be a local obligation and how much a State 
obligation. In the last analysis the State is responsible for all educa- 
tion, and at one time the public schools in many States derived a con- 
siderable part of their support from permanent State funds, such as 
those built up from the sale of public lands. The collapse of these 
funds in some States and their inadequacy in all of them led to an 
increasing reliance on local taxation. When the principle of local 
school support had once become established, the States withdrew 
almost completely from the picture, and the local communities have 
been required to carry the ever mounting costs. Now the States, 
after taking a long holiday, have begun to resume their responsibility. 

State responsibility for education does not mean that school 
costs should all be borne out of State funds. There are administra- 
tive and psychological reasons why the localities should continue to 
bear a considerable part of the cost of the local schools, but there is no 
logical reason why they should bear such varying portions of the 
standard costs. In 1928 the portion of the public-school costs borne 
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by the State ranged from 1.8 percent in Kansas to 83.4 percent in 
Delaware. The median was 16.5 percent (162, p. 36). However, 
these figures do not tell the whole story. If the State raises the 
amount it returns to the localities from a property tax, the arrange- 
ment serves to mitigate tax inequalities but does not result in any 
reduction in the aggregate burden on property. 

In 1919 Delaware passed a law abolishing the school district and 
establishing in its stead the county unit. The advantages of the 
larger school unit became manifest almost immediately, and in 1921 
the State was made the principal unit of school support. 

One State has now taken a more extreme position even than Dela- 
ware. In 1931 North Carolina enacted a law by which the State 
assumed the current operating costs of a minimum school term of 6 
months, and in 1933 the State assumed the corresponding costs for 
8 months. The State is assuming this responsibility without use of 
the property tax, a general sales tax being adopted to obtain the 
additional revenue needed after heavy reductions were imposed. 

HIGHWAYS 

State aid for highways is a comparatively recent development and 
is, of course, a product of the widespread use of the automobile. To 
a considerable extent it represents no more than a sharing of the State- 
collected revenue from motor-vehicle and gasoline taxes with the 
local units to help them maintain local roads. At first the revenue 
derived from these taxes was mostly expended by the States on the 
primary roads, the local units even contributing from the property 
tax toward the cost of their construction. Later the States generally 
assumed the entire cost of an ever-increasing mileage of primary 
roads. But the attempt to improve the vastly greater mileage of 
secondary and tertiary roads was a heavy burden on the counties and 
towns and led to an insistent demand for a part of the motor revenues. 
This demand has been met in various ways—by returning part of the 
proceeds from these taxes to be expended by the local units, by aiding 
in the construction of certain kinds of roads, or by taking over and 
maintaining more and more of the main- traveled roads. The method 
has so varied among the different States and has changed so constantly 
in every State that no purpose would be served in tracing the develop- 
ment in detail. It may be said, however, that the main objectives 
have been to encourage local support of road-building programs, to 
standardize and harmonize the efforts of the local units, to insure 
proper maintenance of completed highways, and to relieve to some 
extent the tax burden on property. 

One of the chief difficulties has been to find a basis for distributing 
the aid that is both just and conducive to maximum accomplish- 
ment. Animproved highway benefits both the user and the adjoining 
property, but it is not easy to measure these respective benefits. 
The extent to which each of these types of benefit is recognized in the 
tax system will naturally influence the division of support between 
State and local governments, for the motor-vehicle taxes are most 
readily collected by the State. 

The amount of State aid which can be distributed depends not 
‘only on the form of the tax system but on the extent to which the 
State itself assumes the function of road administration. The pro- 
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portionate share of roads for which the State has assumed full respon- 
sibility necessarily influences the amount of aid which it can distribute. 
Again, the work which can be accomplished with a given amount of rev- 
enue depends on the size and character of the administrative unit and 
the amount of technical supervision which is provided. A distribution 
of the aid among a great number of small political units is not con- 
ducive to maximum efficiency, especially if there is no close surer- 
vision of expenditures. Neither is it so likely to lead to a well 
integrated road system as would a more centralized control. Property- 
tax relief obtained through a wasteful expenditure of other revenues 
can hardly be defended. In other words, road aid which is so dis- 
tributed as to equalize or mitigate the inequalities in local tax burdens 
may possibly serve more to perpetuate an antiquated political organ- 
ization than to effect a better road system. 

PUBLIC HEALTH 

State aid in the administration of public health is being granted in 
several States. 
Any county in New York, exclusive of a county having within its 

boundaries a city of 50,000 population or more, may receive State 
aid for the construction and maintenance of a county hospital or for 
the purpose of defraying the expenses of such county in any public 
enterprise or activity for the improvement of public health, or any 
public-health work undertaken by such county, within limits pre- 
scribed by the State commissioner of health. It is the duty of the 
State commissioner of health to formulate standards of construction, 
equipment, service, administration, and work which must be com- 
plied with by such counties in order to be entitled to State aid. The 
State pays 50 percent of the amount of expenditure as approved by 
the State commissioner of health. 

In Ohio any general or city health district which employs a health 
commissioner, public-health nurse, and clerk, receives from the State 
one-half the amount paid to such employees, provided the amount 
to be paid by the State to a. district for a 6-month period does not 
exceed $1,000. Aid is rendered to county health units in Arkansas, 
Ohio, and Louisiana. Towns in Massachusetts receive $5 a week 
from the State for each indigent tubercular patient in a county or 
municipal tuberculosis hospital. 

EFFECT ON LOCAL PROPERTY TAXES 

State aid, particularly for schools and roads, has grown to be such 
a large item that it might be expected to have caused a substantial 
reduction in local property taxes. However, the evidence at hand 
does not indicate that this has been the result, at least was not prior 
to the depression. In California, State aid for schools increased be- 
tween 1919 and 1928 from $6,913,627 to $23,519,881, or 240 percent, 
but during the same period local district taxes increased from $14,- 
224,851 to $57,038,288, or 301 percent (4, p. 86). 

In Illinois, State aid for schools increased from $5,404,169 in 1920 
to $7,484,288 in 1928, an increase of 38 percent. Local school taxes 
increased from $57,490,980 to $119,583,290, or 108 percent (4, p. 87). 

Minnesota’s State-aid fund grew from $2,543,464 in 1919 (11 
months) to $6,023,511 in 1928, a gain of 137 percent. Local school 
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taxes increased during this period from $16,700,000 in 1919 to $35,- 
700,000 in 1926, or 114 percent (4, pp. 92-98). 

In Tennessee the State contribution for education increased, for a 
period, slightly faster than local support. Between 1924 and 1928 
State aid increased from $2,897,478 to $3,644,877, or 26 percent, 
whereas local taxes for education during this period increased from 
$10,917,961 to $13,449,556, or 23 percent (4, p. 106). 

In New York the increase in State aid has been very marked, rising 
from $5,564,260 in 1915 to $69,244,869 in 1928, an increase of 1,144 
percent. During this period local school taxes increased from $60,- 
317,062 to $194,113,754, or 222 percent (4, p. 103). 

Only in New York, among the States mentioned here, has the State 
assumed a perceptibly larger share of the total school cost, and even 
in New York the absolute increase in State aid has not been as great 
as the absolute increase in local school taxes. In none of these 
States—and they are perhaps representative—was there an actual 
reduction in the amount of local school taxes. Of course in very 
recent years local school taxes have been reduced almost everywhere, 
but not usually as a result of increased State aid. It is possible that 
the State aid has kept the tax rate from rising as high as it would 
have risen otherwise; but that is not necessarily the case, for the in- 
crease in local expenditures has been partly a result of the stimulus 
of State aid. In 1918 the State was bearing 25 percent or more of 
the cost of schools in 15 States; 10 years later this was true of 16 
States (162, pp. 35-36). The main purpose of State aid for schools 
has not been to give general tax relief but to improve the quality of 
education. 

Neither has State aid for roads generally resulted in a reduction of 
local taxes. In Minnesota, State aid for roads increased between 
1917 and 1927 only 19 percent, whereas county road taxes increased 
152 percent (4, p. 120). In New York, State aid for town roads in- 
creased 22 percent between 1924 and 1928, whereas town highway 
taxes increased 187 percent. In the same period State road aid to 
the counties of New York increased only 1 percent, whereas county 
highway taxes increased 44 percent (4, p. 127). In Texas payments 
from State funds declined slightly between 1927 and 1928, while the 
share of the cost borne by the counties increased sharply (4, p. 130). 

OTHER EFFECTS 

Even though State aid does not appear to have resulted in any 
general reduction in local taxes, the device has probably succeeded 
in accomplishing the purposes for which it was designed—namely, 
to improve the quality of local services and to equalize to some 
extent the tax burden. Most observers agree that it has been an 
important factor in the improvement of both schools and roads. It 
has probably been less successful in equalizing taxes. However, this 
goal has been approximated in States like New York, where, after a 
district has levied a certain maximum tax, the State pays the remain- 
ing cost of meeting a minimum school standard, and where similarly 
town road taxes are essentially equalized. 

Despite the rapid growth and seeming popularity of State aid, it 
must be recognized as a palliative. The roots of the trouble are an 
improper distribution of governmental functions and a needless 
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multiplicity of local units. Insofar as State aid yields a measure of 
relief from the effects of these maladjustments, it serves to delay 
their correction. 

State aid has, for instance, served to perpetuate the use of the 
town as a road unit. In Wisconsin, State aid to towns for highway 
purposes, from 1926 to 1931, amounted to $25 per mile. In 1931 
the aid was increased to $50 per mile, and the town officers were 
given complete control over the expenditure of the money. The 
result, to cite one example, is that State aid for town roads in Wash- 
burn County for 1932 was approximately the same as the total cost 
of town roads in 1930. Many of the towns now levy little or no 
road taxes, and in 11 towns the aid amounts to about $7,500 more 
than their average annual town road costs for the period 1926 to 
1930, inclusive (168). This increase in road expenditures, when paid 
by someone else, becomes more questionable when it is recognized 
that Washburn County is one in which population, the number of 
farms, and the area of land in farms has been declining since 1920. 

In a similar way State aid has perpetuated small school districts. 
In New York 1-teacher districts with expenditures of $1,500 or less 
for purposes other than retirement of debt receive a State orant 
equal to the amount by which such expenditures exceed a 4-mill tax 
on full value, provided that no district receives less than $425. In 
1930-31 a representative eroup of six hundred and seventy-four 
1-teacher districts obtained 58 percent of their funds from State aid, 
whereas 7 consolidated rural school districts received only 28 percent 
of their revenue from the State (112, pp. 6, 8, 22). 

In referring to this New York system of equalization, Compton 
(117, p. 182) says: 

There can be no doubt that the recently enacted increase in State aid for 
schools was needed; yet there is doubt that it would have been needed if wae 
education system had been organized along twentieth-century lines * * 
It may be expected that any unqualified i increase in State aid will tend to thee 
entrench the present district system. Such increases remove the incentive to 
consolidation. 

The Institute of Public Administration, in its recommendations 
relative to the reorganization of local government in the State of 
New York (124, p. 7), declares: 

State aid is a dangerous palliative for the failure to coordinate work and 
resources. Large amounts of State aid cannot be distributed without the 
preparation of elaborate formulas, rules and regulations, supervision, and audit. 
Nor can it be long maintained without further encouraging extravagance and 
cme responsibility for the maintenance of balanced budgets and reasonable 
aXes. 

State aid has undoubtedly helped to perpetuate a multiplicity of 
local taxing units, which were created to serve another generation 
and are now no longer needed. As a tax-equalizing proposition it is 
a makeshift and should be so considered. 

REDISTRIBUTION OF FUNCTIONS 

It has already been pointed out that the general pattern of local 
government for rural areas was designed more than a hundred years 
ago, when the difficulty of travel made it necessary to bring the 
authority and services of government very close to the people. Not 
only was it necessary that the officials be close by, but the character 
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of government at that time lent itself to small units of administration. 
The principal functions were the protection of life and property, 
the administration of justice, the distribution of poor relief, the 
construction and repair of neighborhood roads, and the supervision 
of local schools. Now the ease of communication makes small 
political units unnecessary, and the changed character of the services 
renders these units uneconomical as administrative districts. Finally 
a broader concept of government has narrowed the field of local 
responsibility. There has thus been a steady, but generally belated, 
transfer of functions from smaller to larger jurisdictions. The 
movement has failed to keep abreast of the changes in economic and 
social conditions and of the more enlightened concept of jurisdic- 
tional responsibility, because of inertia, political resistance, and a 
narrow and mistaken concept of local self-government. The result 
is that the present distribution of functions, in most States, is out of 
nar Ony with either the ability to support them or the scope of the 
eneiit. 
Perhaps the needed adjustment has been more nearly accomplished 

in the case of road administration and support than in any other field. 
But even in this field the adjustment has nearly always been a belated 
one. It has been amply demonstrated that the township is an improper 
unit of road construction. Even if the State or county contributes to 
the cost, most townships lack the organization and equipment to 
build roads for automobile use. The township is still often used as a 
unit of road maintenance, but the same objections, with only slightly 
less force, obtain. The trend toward the county as the primary road 
unit is entirely justified. This trend is accompanied by the equally 
commendable one toward full State support of the main arteries. In 
fact, the State highway systems are being expanded to include an 
increasing mileage of the more important roads. Pennsylvania, for 
instance, since 1931 has taken over some 20,000 miles of local roads. 
Two States—North Carolina and Virginia—have gone the whole dis- 
tance and have made the construction and maintenance of all roads, 
except city streets, a State function. 

It is pretty generally recognized that the support of the primary 
roads is a proper function of the State. These main highways are 
avenues of intercommunity and interstate traffic and are only inci- 
dentally of local benefit. There is no such general agreement that 
all roads should be transferred to the State. Many view the North 
Carolina and Virginia experiment as radical and unwarranted. Indeed, 
those who endorse this degree of State centralization admit that there 
are still many local roads which are primarily of local benefit. Never- 
theless they defend both State administration and State support. 
State administration is defended on the ground that it is economical 
and efficient, and if North Carolina’s experience the first year is a fair 
test such is the case. The State highway commission, through the 
employment of 3,700 prisoners, was able to maintain 45, 000 miles of 
local roads for $6, 000,000, whereas the cost to the counties had been 
about $8,000,000. Moreover, according to the testimony of the rural 
mail carriers, farmers, and others, the roads were never kept in better 
shape. State support is defended on the ground that the highways 
should be maintained by those who use them; that is, by the motor- 
ists, and thatif the roads are to be supported from gasoline and motor- 

et CRORE BS 



FOREST TAXATION IN THE UNITED STATES BLT 

vehicle taxes, the State is the most satisfactory collecting agent. In 
answer to the argument that adjoining property benefits from the 
improved road and should bear part of the cost, it can be said that 
property is bearing an undue share of the cost of other functions and 
that the easiest and most acceptable way of granting property tax 
relief is to shift the cost of roads to motorists. This, of course, does 
not relieve farmers and other property owners of road taxes, for all 
classes are owners and users of automobiles. Moreover, the properties 
which are enhanced in value by virtue of being on a surfaced road 
have their assessments increased and pay higher taxes for other 
purposes. 

In the case of schools, as already suggested, there can be no exact 
correlation of support and benefit, for ie benefits of public education 
are intangible and general. Although public education is, in a sense, 
a State responsibility, it is a function that demands local administra- 
tion and probably for that reason should be supported in considerable 
part through local taxes. This does not mean that the local taxing 
unit need be the tiny school district which now so generally prevails. 
The county 1s widely used as a unit of supervision and could profitably 
be used more widely as the unit of taxation. The State should, of 
course, continue to contribute to the support of the public schools and 
in many States to a much greater extent than it now does. While the 
educational function by its nature and sheer weight justifies joint 
support, 1t probably will and should remain primarily a local function. 

Poor-relief and public-welfare activities generally have been tradi- 
tionally local functions but are gradually being transferred to larger 
jurisdictions. Thus New York is limiting the work of the town over- 
ah of the poor and enlarging the county work. The State is also 
participating through a pension for the indigent aged. Virginia is 
rapidly eliminating its county almshouses and substituting district 
homes serving several counties. Several States have adopted ; a system 
of mothers’ pensions—contributed jointly by the State and county. 

The care of dependent, defective, and delinquent classes has come 
to be largely a State responsibility. The almshouses are being prop- 
erly relieved of the insane, the feeble-minded, and the delinquent and 
are being devoted more strictly to caring for the aged poor. Twenty- 
five States have adopted old-age pension systems, thereby tending 
to remove the need for almshouses. The ubiquitous county jail is 
surrendering more and more of its prisoners to State institutions. The 
average number of prisoners in county penal institutions decreased 
from 14 in 1910 to 7 in 1923. In a recent year 37 of Alabama’s 67 
jails were empty at some time during the year (119, p. 277). In 
North Carolina all able-bodied male prisoners serving sentence of 
30 days or more have been taken over by the State and are employed 
on the State highways. 

State police forces have been established in a dozen or more States 
to supplement and strengthen local police agencies. The sheriff, 
despite his ancient lineage, is neither competent nor free from political 
influence. 

The administration of justice, except in the lower courts, has long 
been largely a State function, but certain offices are subject to too 
much local influence to secure competent and unbiased service. 
This is particularly true of the elective offices of district or prosecuting 
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attorney and coroner. There is a widespread conviction that the 
coroner’s office should be abolished and that the prosecuting attorney 
should be appointed by and be responsible to the attorney general of 
the State. In its recommendations relative to the reorganization of 
local government in the State of New York, the Institute of Public 
Administration (124, p. 14) recommends that— 

the elective county offices of district attorney and coroner should be abolished, 
and the Governor should be responsible for the appointment of district attorneys 
and medical examiners in and for the counties or such larger administrative 
districts as may be required * * *. The functions of the elective county 
clerks, with certain exceptions, might also be transferred to the State and the 
appointment of these recording officers made by the Governor or secretary of 
state on a merit basis for the counties or larger areas as might be desired. 

It cannot be claimed that the transfer of functions from a smaller 
to a larger jurisdiction has always, or usually, resulted in a reduction 
in local taxes. There are, unfortunately, few figures that throw light 
on the tax effect. To a large extent the transfer of functions has 
been prompted fully as much by a desire to improve the service as to 
reduce the cost. If that desire has been fulfilled, it is a distinct gain 
even though there is no tax reduction. It is probable that in some 
instances the transfer has not been reflected in an appreciable tax 
reduction, because of failure to reduce the machinery of local govern- 
ment with the curtailment of functions. In some instances, the 
transfer has not been complete, necessitating the retention of much 
of the old machinery. Finally new functions or services have ap- 
peared to replace those which were surrendered. 

It is probable however that a redistribution of functions resulting 
in larger administrative districts does result, other things being equal, 
in lower overhead costs. In fact, the few figures available support 
this conclusion. 

After a study of local government in Washburn County, Wis., the 
investigators concluded (168) that $15,000 a year could be saved in 
this one county by transferring town-road administration from the 
towns to the county. This would enable the county to reduce its 
levy by a like amount, or by 11.3 percent of the 1931 county levy. 
Almost $11,000 of the $15,000 saving would apply to rural taxes. 
This represents about 6 percent of all taxes levied on rural property 
for all purposes. The adoption of the county-unit school system in 
place of the present district system would, it was estimated, save 
$15,000 additional. 

The saving in road costs in North Carolina under State maintenance 
has already been mentioned. The saving in the cost of supporting 
prisoners, while it cannot be precisely calculated, must also be very 
great. It could be even greater if three-fourths or more of the county 
jails, left now with only a handful of prisoners, were closed. Similar 
economies could be effected by dispensing with the county almshouses 
and substituting pension systems and specialized institutions. And 
all along the line relief could be given to certain taxpayers, as well as 
to taxpayers in the aggregate, by transferring functions, hitherto 
locally supported, to larger tax jurisdictions. ‘The persistence of an 
antiquated political structure has naturally hampered a realinement of 
functions, for townships and counties have been reluctant to surrender 
their traditional prerogatives. 
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COMPETENT AND RESPONSIBLE LOCAL GOVERNMENT 

ADMINISTRATIVE INEFFICIENCY 

The high cost of local government is not due entirely to an out- 
moded structural set-up and an antiquated distribution of functions. 
It is due also to inefficient administration. Of course the type of 
administration is itself partly a product of the structure and functions 
of a government. A small, weak political unit, with few important 
functions, invites a crude, informal, and generally inefficient type of 
administration. The abolition of townships and a multitude of 
other subordinate units and the strengthening of the county itself 
through consolidation would create a condition more conducive to 
good administration than that which now so often obtains. But the 
county itself has a bad reputation; it is notoriously inefficient. The 
causes thus cannot be attributed solely to political structure. They 
are to be found partly in the American philosophy of local self- 
government. 

Ever since the Jacksonian era of American history it has been 
almost a universal policy in this country to fill local offices through 
popular election. So great has been the faith in the Jacksonian 
theory of democracy that any citizen who could command the votes 
to be elected has been considered competent to serve as assessor, 
treasurer, road superintendent, auditor, or in any other official 
capacity. It must be apparent to any careful observer that, under 
modern conditions, this method of fillmg administrative posts is a 
costly failure. It not only intrusts important technical duties to 
untrained and sometimes grossly incompetent men but makes each 
officer his own master. The result is a complete lack of unity and 
coordination. In the case of the county there has not even been a 
chief executive, such as exists in the mayor of a city or a village 
president. The members of the county board have also been ad- 
ministrators, spending their own appropriations. The same has 
been true in township government. Rural local government in the 
United States, with some notable exceptions, has been and still 
remains both inefficient and irresponsible. 

TYPES AND EVIDENCES OF WASTE 

There is plenty of evidence to support this charge of incompetence 
and irresponsibility. A county treasurer in a Southern State boasted 
that ‘‘he kept his records in his head”’, and the report of a treasurer 
of a road fund was ‘“‘spent it all.” A tax collector reported that dis- 
counts and penalties just about balanced, so he made no record of 
them. A register of deeds paid a courthouse lounger $10 a month 
to inform him about his duties, and another continued to charge $3 for a 
marriage license for 2 years after the law had raised the fee to $5. 
A clerk of the superior court admitted that he knew nothing about 
his duties, but said that he kept his visitors entertained so that his 
deputy could work without interruption. A road supervisor saw no 
need to employ an engineer, declaring that he could lay out a road 
“with his eye.” The naiveté of such officials would be humorous 
were it not for the costliness of their innocence. Counties have had 
to spend thousands of dollars for audits that should not have been 
necessary. Frequently records have been so incomplete that there 
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was literally nothing to audit. ‘Thousands of dollars have had to be 
spent to straighten the course and improve the grades of roads that 
someone had laid out ‘‘with his eye.’”’ Tax records have been so 
inaccurate and incomplete that property owners have been known to 
escape paying taxes for years without being detected. And the work 
of local untrained assessors is so universally deficient that it need 
only be mentioned to elicit a smile. Wager (166, p. 78) says: 

A few conspicuous forms of waste which are manifest in almost any rural 
county are: (1) too many officials and deputies for the amount of work to be 
done; (2) the employment of officials who are unqualified for their work; (3) 
the constant ‘‘breaking in” of novices both as chiefs and clerks; (4) losses in 
purchasing supplies because of the lack of centralized systematic buying; (5) 
interest patd on temporary loans and loss of interest on temporary balances; 
(6) costly and dilatory methods of collecting taxes; (7) abuse and neglect of 
public property; (8) lack of any systematic accounting in some instances and 
duplication of accounts in other instances; (9) idleness or lost motion on the part 
of public emplovees because of poor planning and poor management; (10) losses 
resulting from delinquency or insolvency on the part of officials and taxpayers; 
(11) laxity and inequality in assessing and listing property; (12) unnecessary 
overhead because of a duplication of county institutions. Sometimes there is 
deliberate fraud—bribery, patronage, embezzlement—but the losses from such 
causes are nowhere near as great a drain on the treasury as these hidden and 
innocent leakages. 

These losses are, of course, not all attributable to the lack of trained 
administrators; some are due to errors of judgment on the part of 
the policy-determining body. But even the errors of the governing 
board have been largely due to their lack of an executive agent. 

The North Carolina Tax Commission, in its 1930 report (80, Rept. 
1930, p. 14), states: 

We believe the time has come when serious consideration should be given the 
general subject of a recasting of the administrative set-up of county government 
It must be apparent that there is too much diffusion of executive responsibility, 
and that a concentration of this responsibility that would bring all administrative 
affairs within its control would produce more efficient and economical government. 

Likewise a Virginia commission on county government, in a recent 
report (164), says: 

County government as now constituted in Virginia is complicated, overelabo- 
rate, unduly expensive, and largely removed from popular control. * * * This 
organization usually consists of some 30 or 40 administrative offices. These 
offices depend upon widely varying sources of authority. ‘They are partly con- 
stitutional and partly statutory, partly elective and partly appointive. Some are 
headed by individuals; others are headed by boards. Many offices have apparently 
been tacked on to meet new demands as they arose; others have been continued 
for little reason except that they have come down from past generations. There 
are in the county scores of officers of one kind or another, some with jurisdiction 
extending over the entire county, others with jurisdiction limited to their respec- 
tive magisterial districts. * * * To add to the confusion, there is no central 
authority in the county; little or no unifying financial control; no head of the 
county government at all. 

The laxity which has prevailed in the collection, custody, expendi- 
ture, and accounting of public funds has been especially costly to the 
taxpayers. Even when there has been no deliberate fraud, recurring 
losses because of bad judgment and expensive audits because of 
tangled accounts are quite as unfair to the taxpayers. Systematic 
accounting and rigid fiscal control are a protection not only to the tax- 
payers but to the officials themselves. Tax collectors and treasurers 
frequently know nothing about bookkeeping and get their accounts 
hopelessly tangled. In one county it was reported that it cost $15,000 
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to audit the accounts of the tax collector. In another instance a 
county had recently spent $18,000 for an audit, which was stolen a 
few weeks after it was completed. A tax collector who died in office 
after 21 years of service was found to be $155,000 short. <A treasurer 
completed his term with a $21,000 shortage. A clerk of court 
embezzled $68,000 over a period of 16 years before he was detected. 
Lack of systematic accounting and regular auditing overly tempts 
human nature. 

Another frequent source of loss is that which arises from inadequate 
security. Officials have been permitted to give personal bonds, signed 
by prominent members of the party, who, in case of defalcation, 
influenced the board to accept a compromise. Public funds have 
often been lost through bank failures, and several instances might be 
cited where public funds have been used in an attempt, often a futile 
one, to prevent the collapse of a bank. A recent bank failure in a 
southern city resulted in the loss of $3,500,000 of public funds. 
Another bank, which failed recently, was depending almost entirely 
on public funds for its working capital. The county lost $700,000, the 
equivalent of 2 years’ levies. | 

Another bad practice, of which most local governments have been 
guilty at one time or another, is to incur an operating deficit 
rather than to reduce expenditures or increase the tax levy. The 
usual method is to let the deficit accumulate for 2 or 3 years, then issue 
a funding bond. If the practice is illegal, no difficulty is usually 
experienced in getting the legislature to pass a validating act. Some- 
times sinking funds are depleted to accomplish the same purpose. 
Governments, like individuals, find it easier to mortgage the future 
than to live within their incomes. Sometimes provision is not even 
made to meet bond maturities, the issues being refunded and the debt 
passed on to posterity. There seems to be a disposition to indulge in 
extravagances when money is cheap, issuing bonds which will very 
likely mature when money is dear. A single illustration will suffice. 
A certain North Carolina county built a modest but substantial court- 
house in 1904. To pay for it a bond issue was floated which matured 
serially from 1925 to 1944. In 1926 the county was in a temporary 
state of prosperity; the optimism of the board overbalanced its reason; 
and a handsome new courthouse costing a quarter of a million dollars 
was built. Serial bonds were issued which began to mature at once. 
Now, when depression has hit the county, it is paying for two court- 
houses. 

Finally, there has been untold waste in financing capital improve- 
ments. In the last two decades billions of dollars have been spent by 
local governments in road construction and reconstruction. It would 
be impossible to estimate what portion of this expenditure has been 
wasted. Since much had to be learned about road materials and 
types of construction by experimentation, mistakes have been un- 
avoidable. But it was needlessly wasteful for hundreds of local units 
to be making similar experiments at the same time. Even worse has 
been the practice of creating special commissions by legislative act 
and giving each a few thousand dollars to expend. Mention might 
be made of a county in which, in the course of 8 years, 130 road com- 
missions were created to expend an ageregate of $1,300,000. To be 
specific, the personnel of the county road board was changed four 
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times during the 8-year period, each of the 14 township boards was 
changed four times, and about 70 local commissions were created to 
build particular roads. All the bonds were issued by legislative fiat 
without a vote of the people, most of the roads were dirt roads, and 
many of them had washed away for lack of attention before the bonds 
began to mature. It is perhaps unnecessary to state that both the 
location of the roads and the personnel of the multifarious commis- 
sions were largely dictated by political considerations. 

AIDS TO BETTER ADMINISTRATION 

It would be unfair to imply that all county and township govern- 
ments are inefficient or that no headway is being made to correct the 
shortcomings just described. Certain aids to better administration 
have been developed. One of the most promising is the elimination 
of purely executive offices from the ballot. 

The application of the short-ballot principle to county government 
would mean that there would be no officers chosen by popular election 
except the county board, and that this body would be relieved of all 
administrative duties. These two facts in themsleves would tend to 
improve the quality of the board. The board would either appoint 
a county manager who, in turn, would appoint all the subordinate 
administrative officers, or, if the volume of work did not seem to justify 
a manager, the board itself would appoint the administrators. In 
either case there would be far better coordination of effort and more 
fixed responsibility than when each department is headed by an elec- 
tive officer who is the political peer of the board itself. The success 
of the managerial plan in city government would seem to justify the 
adoption of the plan in county government as far as the situations 
are parallel. Several counties in North Carolina and Virginia are 
evolving a chief administrative office the duties of which approximate 
those of a manager. Only one county-manager office has yet ap- 
peared, however, which fully qualifies for that designation. This isin 
Arlington County, Va., which is a suburban area tributary to Washing- 
ton, D. C. Probably less headway has been made in getting the 
short-ballot principle applied than has been made in other respects. 
The American people cling with unreasoning tenacity to the idea that 
short terms and rotation in office are the essence of democracy. 

In recent years a great deal of legislation has been enacted to curb 
the financial excesses which have been described. At first the legisla- 
tion took the form of tax or debt limitations expressed as percentages 
of assessed value. But it is now recognized that sound financing is 
not so likely to be realized through statutory or constitutional limita- 
tions as through adherence to a “budget, competent accounting, safe 
depositories, and adequate State supervision. Some 20 States have 
statutory provisions for county budgets, but in a considerable number 
of these the requirements are too indefinite to insure a thoroughgoing 
instrument. If adhered to rigidly, a budget constitutes not only an 
effective instrument of fiscal control but a useful instrument of public 
education and control. 

Budget laws invariably provide for hearings, at which citizens may 
scrutinize the proposed budget and express “themselves in respect to 
particular items, but few people attend these hearings. Sometimes 
the officials do not desire public deliberations and give only the mini- 
mum amount of publicity to the hearings. Most. governing bodies, 
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however, would welcome the views of thoughtful representative citi- 
zens. If they fear public hearings, it is because their experience has 
been that most of those who attend are chronic tax kickers and those 
who have ‘‘an ax to grind.” On the other hand, citizens whose only 
wish is to see a balanced program of work undertaken, and that amply 
provided for, have not been articulate because they have had no oppor- 
tunity for preliminary study. The financial reports and periodic state- 
ments that appear in the public press are rarely presented in a way to 
be genuinely revealing and to invite an intelligent and sustained public 
interest. 

There is value in a citizens’ organization that stands between the 
officials and the taxpayers. Its purpose should be to keep its mem- 
bership fully informed at all times about the public business, to inter- 
pret these facts for the people, to advise with the public officials 
when called upon, and to help develop civic interest in public affairs. 
A small informal organization can be to the small local community 
what the bureaus of municipal research are to the large cities. 

The way in which local governments have abused the power to incur 
indebtedness has made this aspect of financial administration par- 
ticularly in need of improvement. Extraordinary expenditures may 
from time to time impose upon any government the necessity of bor- 
rowing. But only expenditures which are really of an extraordinary 
nature justify the creation of public debt. This is true of capital 
outlays as well as of current expenditures. The State or county or 
municipality which is large enough to require frequently recurring 
capital outlays can, by adopting a long-term program, generally pay 
for its capital improvements out of current revenue. The annual 
cost to the taxpayers is thereby reduced by the saving of interest on 
debt, and the credit and financial stability of the government is con- 
served. In general, State and local governments are not often con- 
fronted with emergency expenditures, and proper management of 
capital outlays should reduce to a minimum the necessity of borrowing. 

Statistics prepared by the United States Chamber of Commerce 
(113, p. 7) reveal that in 1925 one-third of the expenditures of 247 cities 
of 30,000 or more population was on capital-outlay accounts. In this 
eroup of cities $266,000,000, or nearly 14 percent of the total current 
cost of operation, were required for interest purposes. In the larger 
cities the interest ratio is even higher, New York showing a ratio of 
nearly 20 percent in 1925. 

Byrd (111, pp. 21-22), in defending the policy adopted by Virginia 
in 1923 of building roads on a pay-as-you-go basis, said: 

Virginians were very emphatically reminded of a bond issue of $30,000,000 
floated a hundred years previously for roads and canals, on which $22,000,000 
still remained unpaid. The State had paid $67,000,000 interest on this original 
debt, with the prospect of paying $30,000,000 more in interest before the bonds 
were finally retired, yet the canals had long since outlived their usefulness, and 
most of the roads built from that money were of little value. 

Profiting from this experience, Virginians refused to endorse in 
1923 a proposed bond issue of $50,000,000 for State highway con- 
struction but began building on a pay-as-you-go basis. On October 
1, 1930, according to Gov. Byrd, the State had 5,097 miles of im- 
peene hard-surfaced highways, mostly macadam and concrete, 
esides many new and costly bridges. In 6% years the State had 

spent $70,000,000 for State highway construction and $26,000,000 
for maintenance without involving itself in debt. 
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Local autonomy in matters of finance has been so disastrous that 
taxpayers are demanding protection from their own locally chosen 
officials. It is not that local officials are any less honest than State 
officials or any less devoted to the public interest. It is rather that 
they lack the knowledge and perspective to handle large sums of 
money safely and wisely, and that they are less resistant to political 
pressure or prominent local influence. 

State supervision or control seems to offer one of the best methods 
of obtaining improved accounting and reporting and better financial 
practices, and many States now provide for some centralized control 
in these fields. In other phases of administration, wherever technical 
skill is required, there is more and more dependence on State super- 
vision and control. Perhaps if the short ballot were adopted and the 
merit system introduced in rural government, as is the case in many 
city governments, a greater degree of autonomy would be justified. 
But so long as county, town, “and village governments depend on 
popular election to fill administrative posts, increasing overhead super- 
vision will be necessary. It is the price of that kind of democracy. 
The development and extent of this tendency toward State cen- 
tralization warrants some attention at this point. 

STATE SUPERVISION OR CONTROL 

PURPOSES AND METHODS 

The States have always assumed a certain responsibility for the 
conduct of local government. This is natural and proper, for the local 
units are created by the State and receive such powers as they enjoy 
from the State. 

A statement of the purposes of State supervision was made by a 
committee of the National Conference on the Science of Politics in 
1924 (118). Those which were generally approved were: 

(1) To collect and publish information and statistical data for reliable knowl- 
edge of local conditions as an aid to the locality and to the State. 

(2) To discover and prevent defaleation, fraud, and corruption, and to enforce 
generally established legal requirements. 

(3) To enforce minimum standards of record keeping and other financial pro-. 
cedure necessary for effective local government. 

(4) To promote efficiency in the methods of local government, that is, to enable 
municipalities to secure the same results at lower cost or better results at the same 
costs. 

(5) To control the policies of local governments with particular reference to the 
distribution of public expenditures and burdens. 

The committee felt that the objects of State supervision—that is, 
the fields which it should include—were taxation and revenues, budg- 
ets and expenditures, indebtedness, and accounting and audit. The 
compass of this part has been extended to include certain other fields 
where there has been increasing technical assistance as well as financial 
supervision. 

Until recent years the States have sought to regulate local adminis- 
tration mainly through constitutional and statutory restrictions inter- 
preted and enforced by the courts. However, as the functions of local 
government have expanded and have become more complex, these 
older methods of control have proved unsatisfactory. The mere 
enumeration of standards and limits, without means for effective 
enforcement, has failed to be an adequate safeguard. Only the most 
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flagrant violations of the law have been challenged and carried into 
court. At best it has been a policy of restraint rather than one of 
guidance and helpfulness. As a result the States are relying less and 
less upon legislative and judicial control and are setting up adminis- 
trative devices. _ NOAM 

In reviewing this development Fairlie and Kneier (119, pp. 93 and 
94) state: 

The development of newer agencies of supervision began in the field of educa- 
tion, where a State superintendent was established in New York in 1813. Similar 
officials were provided in other States from 1825, and by 1860 had been created 
in all of the Northern States and a few Southern States. State boards of charities 
began in Massachusetts in 1863 and had been organized in 10 States by 1880. 
Massachusetts also established the first effective State board of health in 1869. 
In the field of public finance, State boards of equalization were provided early 
in the nineteenth century, but more active agencies of supervision of local offi- 
cials began with the State examiner of public accounts in Wyoming in 1890 and 
the Indiana Tax Commission in 1891. New Jersey, in the latter year, established 
the first State highway commission. The present State constabulary may be 
said to begin with that of Pennsylvania in 1905. 

State agencies of supervision have now been established in all the States for 
education, heaith, and highways. Forty States have State tax authorities; and 
30 have central supervising agencies in the field of charities and correction. The 
degree of administrative control varies widely. Itis probably greatest in the field of 
education. In general, it has been developed further in the States of the North 
and East than in those of the South and West, but there are important exceptions 
in some matters. 

Among the principal methods of administrative supervision Wallace 
(167) lists the following: Reports, inspections, advice, and grants-in- 
aid, as persuasive devices; and approval, review, orders, ordinances, 
removal, appointment, and substitute administration, as an ascending 
order of more effective methods. 

EDUCATION 

State supervision is more highly developed in public education than 
in any other field of local administration. All States require regular 
and often comprehensive reports to the State department of education, 
and about two-thirds of the States have a staff of State inspectors. 
In New Jersey and Virginia, county or division superintendents are 
appointed by the State board of education; and in Maryland, North 
Carolina, and South Carolina, county boards of education are appointd 
by the governor, legislature, and State board of education, respectively. 
Nevada, in 1907, abolished the office of county superintendent and 
divided the State into 5 districts of 1 to 6 counties each, with a - 
deputy superintendent appointed by the State board in each district. 
Delaware, in 1921, replaced the county plan of supervision by a 
State system. Seven rural supervisors of elementary schools work 
under the direction of an assistant State superintendent, 3 being as- 
signed to 1 county and 2 to each of the others. In Connecticut, a 
town employing not more than 25 teachers can by petition come under 
State supervision. A town which has once had State supervision can 
continue it even after its teachers exceed the limit of 25, provided the 
town pays the State supervisor’s salary. A supervisor may serve 
2 or more towns. The supervisor practically assumes the functions 
of a school superintendent. 

Say Fairlie and Kneier (119, pp. 342-343): 

Other methods by which the States exercise more direct control to improve 
school conditions, especially in rural areas, are by establishing minimum school 



326 MISC. PUBLICATION 218, U. S. DEPT. OF AGRICULTURE 

terms and standards of plant and equipment, compulsory attendance laws, con- 
trol over the selection of teachers, regulation of the course of study, and State 
selection of textbooks. These and other requirements are often made conditions 
of receiving State school grants; or specific grants are made for meeting particular 
requirements. * * * Some 18 States give 2 general grant of power to make 
rules and regulations for the conduct of school affairs Tw enty States authorize 
appeals from local school authorities to the State department. In New York, 
where the decisions of the commissioner of education in such cases are final, they 
form an important body of administrative school law, supplementing the statutes. 
About a dozen States authorize the State departments to prescribe examinations 
in elementary schools, and five States authorize State examinations in high schools. 
A dozen States require the approval by the State departments of plans for the 
construction of school buildings. Ten States make special provision for the 
examination of the financial accounts of local school authorities; and about the 
same number authorize the requirement of certain forms of accounts. 

HIGHWAYS 

Most of the States have established systems of State highways 
under the complete jurisdiction of the State government (119, pp. 
367-868). In addition to taking over completely the primary roads, 
the States are exercising an increased degree of supervision over the 
construction and maintenance of local roads. This is done through 
State highway commissions, State departments of public works, 
State highway engineers, or other similar agencies. Several States 
offer the advice and assistance of the State agencies to the local high- 
way authorities. This is the case in Alabama, Florida, Arkansas, and 
Illinois. In Oregon, West Virginia, and Texas it is the duty of the 
State agencies to furnish such aid. 

The department of public works in Massachusetts is authorized to 
compile statistics relative to the public ways of counties, cities, and 
towns, and to make such investigations relative thereto as it considers 
expedient. It is further provided that the division may be consulted 
by, and shall, without charge, advise officers of counties, cities, or 
towns having the care of and authority over public ways, as to their 
construction, maintenance, alteration, or repair.” 

In several States, including Massachusetts, Michigan, West Vir- 
ginia, and Arkansas, the State highway authorities hold institutes for 
the instruction of local road officials. 
A more rigid type of control over local road administration is 

obtained through the power of selecting and removing local officials. 
In [Illinois the county board, in selecting a road superintendent, must 
submit to the State department a list of from 3 to 5 persons who are 

- considered desirable candidates. The department then determines by 
competitive examination the person or persons best fitted for the office 
and makes its report. The county board must appoint from the list 
of eligibles. If no one on the list is found eligible by the State depart- 
ment, a further list must be submitted.” 

The county court in West Virginia may appoint as county road 
engineer only a person who holds a certificate of efficiency from the 
State road commission, and in Kansas the appointments of county 
engineers by the county boards are subject to the approval of the 
State highway commission. In the latter State and in fowa, county 
engineers may also be removed by the State commission for incom- 
petency. In Pennsylvania the State commissioner is authorized to 

* Massachusetts, General Laws, 1921, amended, 1928, ch. 81. 
85 Cahill’s Llinois Revised Statutes, ch. 121, sec. 8. 
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appoint superintendents of highways who are experienced in the 
construction and maintenance of improved roads, and it 1s their duty 
to supervise all work on the State and State-aid highways. In 
Wyoming all roads built jointly by the State and the counties are 
built under the immediate control and supervision of the State com- 
mission (119, p. 370). The large amount of supervision exercised by 
the State highway authorities has been inspired by the technical 
character of the work involved and has been amply justified by the 
results obtained. 

CHARITIES AND CORRECTIONS 

There has been a marked development of State control and super- 
vision over local governments in the administration of charities and 
corrections. The first State board of charities was established in 
Massachusetts in 1863, followed by Ohio and New York in 1867. By 
1913 central authorities of this nature had been established in 38 
States (119, p. 298). 

In 30 States provision is made for State inspection of local institu- 
tions, and generally advice is given by the inspectors or may be had 
on application to the State authorities. The power granted to State 
authorities is sometimes broad and general and in other instances 
very specific. Thus in Massachusetts the department of public 
welfare must visit all almshouses maintained in towns, and it may 
visit and inspect other places where town paupers are supported. 
The State welfare department in Michigan must, at least once a 
year, visit and examine into the condition of all county infirmaries, 
jails, and places of detention for juveniles. When the department 
finds that such institutions are insanitary or dangerous to the life 
or health of the inmates, or constructed so as not to permit of a proper 
classification of inmates, it may require that the necessary changes 
be made. Similar control is exercised by the central agencies of 
other States. In Pennsylvania, Wisconsin, and several other States, 
no new prison or almshouse can be constructed until the plans have 
been approved by the State department. In Alabama and Vermont 
the administration of jails is controlled and paid for by the State 
(119, pp. 299-300). 

PUBLIC HEALTH 

In the administration of public-health work the States have 
assumed a very large measure of control. In fact, the counties and 
cities are often little more than administrative districts. In Pennsyl- 
vania the commissioner of public health is empowered to divide the 
State into 10 districts and to appoint for each district a health officer, 
who, under the direction of the commissioner of health, has control 
of the sanitary affairs of the district and the registration of vital 
statistics. State control is almost as complete in Massachusetts and 
Maryland. The State board of health in New Jersey is empowered 
to appoint inspectors and to assign them to such duties as the interests 
of the public health in any part of the State may require. Wisconsin 
and New York also use the plan of district supervisors or inspectors. 

Some States go beyond the appointment of district supervisors and 
provide for State appointment of county health officials. State 
appointment of the county board of health or some of its members 
obtains in Kentucky, Virginia, and South Dakota, and of the county 
health officer in Wyoming and Mississippi. In Vermont the State 
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board of health appoints a health officer for each town. In several 
States the power to appoint county health officers is given to the State 
authorities in case the local authorities fail to make an appointment, 
and in a few States provision is made for State approval of local 
health officers. State removal of county health officers is provided 
in several States, including Connecticut, Kansas, and Oregon (119, 
pp. 820-323). 

State control over local health authorities is also secured by requir- 
ing that their regulations be approved by the State board of health. 
Thus, the Michigan Legislature in 1927 authorized boards of super- 
visors to provide for county health departments, the plan of organiza- 
tion to be approved by the State health commissioner. The adminis- 
tration of the health laws is to be carried out by the county health 
department “under the advice and direction of the State department 
of health.” * 

While there has been a tendency in recent years to build up county 
health administration, as is seen in the movement for county hospitals, 
county nurses, and full-time county health departments, there appears 
to have been no decline in State supervision. Indeed the tendency 
seems to be clearly towards centralization of authority, which in the 
field of public health results in that uniformity of practice so essential 
in curbing disease. 

ASSESSMENT OF PROPERTY 

To meet the inequalities and defects of a decentralized system of 
assessing property for taxation, some degree of State supervision and 
control has long been exercised. As early as 1825 a State board of 
equalization was established in Ohio, with power to readjust the 
agerevate assessed valuation of counties so as to equalize the distribu- 
tion of the State tax. In later years such boards were established in 
most States, but their function has been only to attempt to equalize 
the total assessments of taxing districts. In recent years effort has 
been directed to the improvement of the original assessment so that 
little reliance need be placed upon equalization. 

Supervision over local assessments was begun in Indiana, by the 
establishment in 1891 of a State tax commission, with two salaried 
members in addition to the ex-officio members of the State board of 
equalization. ‘This commission was given power to prescribe forms 
to be used in the assessment and collection of taxes, to construe the 
tax and revenue laws of the State and give instructions to local 
officials, to see that all property is assessed according to law, and to 
visit each county in the State to hear compliants, collect information, 
and secure compliance with the law. State tax commissions with 
similar powers were established in New York in 1896, in Michigan 
and Wisconsin in 1899, and since then in most of the other States. 

There are now 42 States which have tax commissions or tax com- 
missioners with supervisory powers over local taxing officials. In 33 
States the State agency has the power to order a reassessment. In 
27 States it makes the State equalization and in 5 others assists in doing 
so. In 36 States it assesses all or a part of the public utilities (159, 
POON i). 

It is known that the actual supervision exercised by the State tax 
commissions is often much less than their grant of power would 

9% Michigan, Public Acts, 1927, Act 306, amended 1931, Act 15. 
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indicate. Where the power to review is confined to the equalization 
of the aggregate valuations of the various counties, the supervision 
serves no purpose other than to prevent a county from. evading its 
just share of State taxes. Even where the State supervising agency 
may equalize aggregate valuations between units within the counties, 
the added power merely enables the State to see to it that no town 
or municipality escapes its due share of the county tax. Only in 
those cases where the State agency may make adjustments between 
individual properties may real equality be obtained, and, if it is to 
get evidence sufficient to perform this task well, it might almost as 
well make the original assessment. The power to compel a reassess- 
ment, though rarely invoked, may tend to improve the original work. 
Among the most useful functions performed by the State tax com- 
missions is the assessment of public utilities. 
A few States have obtained a certain degree of control over assess- 

ment practice through the power to appoint or remove local assessing 
officers. In Maryland a supervisor of taxes for each county is 
appointed by the tax commission from a list of five names submitted 
by the county commissioners. In South Carolina local assessors are 
appointed every 2 years by the governor upon the recommendation 
of the county delegation in the legislature. In Louisiana the parish 
board of equalization is composed “of 2 members chosen by the police 
jury (equivalent of county board of commissioners) and 1 chosen 
by the State tax commission. State administrative removal is 
employed in only eight States to even the slightest degree. The 
Governor of Colorado may, upon charges by the tax commission after 
a hearing, remove any local assessor from office if convinced that the 
assessor has willfully omitted to assess taxable property, or has failed 
to assess 1t at its true value. Likewise, the Governor of Minnesota 
may suspend or remove any financial officer, including an assessor, 
when it has been made to appear to him that such official is guilty 
of malfeasance. Assessors or supervisors may be removed by a 
State administrative agency in Indiana, Nebraska, Maryland, South 
Carolina, West Virginia, and Vermont (167, pp. 88-89). 
A scientific assessment is fundamental to a fair application of the 

property tax, and assessment by local untrained assessors has gener- 
ally failed to result in a fair and impartial assessment. Local assess- 
ment has almost always meant competitive underassessment, despite 
the fact that underassessment invites and conceals inequality. 
Indeed fairness and equity are so dependent on full-value assessment 
that one authority recommends that State aid for any purpose be 
conditioned on full-value assessment (4, p. 5). There is much to be 
said for having the original assessment made by the State. Certainly, 
elemental justice demands that the State insure a greater degree of 
equality than now obtains in most States. 

ACCOUNTING 

Perhaps in no other field has local government been more deficient 
and more in need of supervision and assistance than in its accounting 
and financial practices. In recognition of this need, practically 
every State has provided for some form of supervision by a State 
agency. The law in many instances is admitted to be inadequate, 
and its administration is often faulty, but the right of supervision is 
at least recognized. 
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Supervisory power over county officers was given the Indiana State 
auditor in 1852 and to a bank examiner in Minnesota in 1878. But 
not until 1890, when Wyoming, in its first State constitution, created 
the office of State examiner and provided for uniform municipal 
accounts, Was any genuine supervision of local accounts established. 
Sentiment for adequate State supervision was crystallized in a report 
before the National Municipal League Convention in 1898. Three 
phases of supervision were recommended: Prescribing and installing 
uniform accounting for municipalities, collecting and publishing 
comparative statistics, and making inspections of local accounting 
offices. These three aspects of the proposal have continued to be 
the cardinal principles around which legislation has been framed in 
the years since (127, pp. 248-249). In 1902 Ohio established a bureau 
of inspection and supervision in the office of the State auditor, pro- 
vided for a uniform system of accounting and reporting, and author- 
ized an annual examination of the finances of every public office 
(119, p. 249). The creation of similar bureaus followed in rapid 
succession. State examiners of public accounts or bureaus of munic- 
ipal accounts were provided in New York in 1905, in Massachusetts 
and Iowa in 1906, in Minnesota in 1907, and in Indiana in 1909 
(127, pp. 248-249). 
The evolution of State supervision is well illustrated in Massachu- 

setts (143, Rept. 11, p.vi). The 1906 act (ch. 296) required only that 
every city and town in the State report the details of its finances 
annually to the chief of the State bureau of statistics of labor on uni- 
form schedules prescribed by him. The experience of the first few 
years revealed a lack of adequate accounting systems in most of the 
towns. As aresult, a law was passed in 1910 (ch. 598) which provided 
for an audit of city and town accounts and the installation of an ac- 
counting system by the bureau of statistics in accordance with its 
classification and system, on petition of the city council of a city or 
the citizens of a town. Another act of that same year (ch. 624) au- 
thorized the appointment of town acountants and prescribed their 
duties. The cost was to be borne by the municipality or town. The 
appointment of an accountant was voluntary, but if one was appointed 
he was required to keep the municipal accounts in accordance with 
the system recommended by the bureau of statistics. These laws 
were strengthened from time to time, and by December 15, 1918, 
exactly 100 cities and towns had petitioned for an audit or the installa- 
tion of the accounting system. Meanwhile, the form of the accounting 
set-up had been improved, and the percentage of towns making satis- 
factory reports had steadily increased (143, rept. 16, p. 12). In 1922 
a law (ch. 516) was passed which required all cities and towns that 
had not already petitioned for the installation of the uniform account- 
ing system to vote on the question at the next election. As a result, 
90 additional towns and cities petitioned for installation of the system 
the next year. 

One of the most valuable features of the Massachusetts experience 
has been the publication of an annual report of comparative statistics. 
The first, that of 1907, contained financial statistics of only a few units, 
but within a few years nearly all of the cities and towns were making 
comparable reports and could be included in the compilation. 

The example set by Massachusetts stimulated other States, and 
as long ago as 1923 there were 15 States which required municipalities 
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to make annual financial reports to the State, and in most instances 
the figures were published by the State in comparative tables. At 
the same time there were 16 other States which required some form of 
financial report, the requirement usually being confined to county 
officials or to those handling State funds (127, p. 250). States which 
take particular pains to analyze and interpret the financial data which 
they assemble are New York, Massachusetts, and Ohio. 

It is evident that comparative tables are impossible unless the re- 
ports from which they are derived are comparable, and that the latter 
cannot be fully comparable unless there is uniformity in accounting. 
But the financial officers of most local units obtain their offices through 
popular election or political appointment and do not know even the 
rudiments of accounting. Hence it is impossible to install and main- 
tain a uniform system of accounts in all the counties or all the cities of 
a State without a great deal of tutelage by State agencies. Neverthe- 
less some progress has been made in this direction. 

At least three States—Indiana, New York, and Ohio—prescribe 
uniform municipal accounts, and in several others a State agency is 
authorized to devise uniform accounting systems and to aid in their 
installation. Mention has already been made of the headway made in 
installing uniform accounts in Massachustets. Among the other 
States which have supplemented statutory regulation of county or 
municipal accounting with administrative assistance are Iowa, Michi- 
gan, North Carolina, Virginia, West Virginia, and Wisconsin. 

Various agencies have been used by these States to carry on the 
work. In New York it is done through the State comptroller’s 
office, and in Indiana, by a State board of accounts. In lowa a 
county accounting department with broad supervisory powers was 
set up in 1913 in the State auditor’s office. A standard system of 
accounts has been developed and quite widely adopted. In Virginia 
several counties are using a uniform system devised and installed by 
the State auditor of public accounts. In North Carolina most of the 
counties are using, with a reasonable degree of faithfulness, a classi- 
fication and procedure devised by the county government advisory 
commission. Wisconsin has been working toward uniformity in its 
local accounts since 1911, under the direction of the State tax com- 
mission. West Virginia has had a uniform accounting act since 1909, 
and several years ago the State tax commissioner reported that ‘‘the 
system of uniform accounting has been so successful that where there 
was chaos before, there is now order, system, and efficiency” (145, 
iGO) )Je 

H Several States have carried supervision of local accounts to its 
final stage and have made provision for an audit of these accounts by 
State auditors. In some States the audits are made only occasionally, 
or upon invitation of the local authorities. In other States the ac- 
counts of all local officers are audited periodically. 

Ohio has had compulsory State auditing of local accounts since 
1902. According to a bulletin of the United States Chamber of 
Commerce (114, p. 10), these audits have resulted in the recovery by 
subordinate spending agencies of an average amount of $250,000 each 
year, which had been misspent. Large savings are also reported in 
Indiana, where local accounts are examined periodically by agents of 
the State board of accounts (167). The accounts of Louisiana par- 
ishes are examined semiannually by State auditors. In New York a 
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bureau of municipal accounts has been created in the State comp- 
troller’s office, which bureau not only receives and compiles reports 
of all local units in the State, but, as far as its staff permits, aids the 
local accountants with their bookkeeping problems. It may make 
an audit of the finances of any unit whenever it is deemed necessary. 
In 1930 audits were completed in 12 counties, 20 cities, 35 villages, and 
62 towns. In Michigan, by constitutional provision, the legislature 
must provide for the supervision and audit of county accounts by 
competent State authority.*’ In Tennessee the commissioner of 
finance and taxation, with the approval of the Governor, appoints 
three auditors whose duty it is to make an annual audit of the several 
counties of the State. In Alabama, Virginia, New York, and several 
other States the State may make a special examination of local ac- 
counts from time to time. In Missouri local accounts may be au- 
dited by the State only upon local invitation (119, pp. 410-414). 

This enumeration is not presumed to be complete, but only to 
illustrate the various types and degrees of State supervision over 
local accounts which have developed. It is known that performance 
in some of the States mentioned does not attain the scope indicated 
by the statutes. 

EXPENDITURES 

State supervision of local accounts serves no other purpose than to 
disclose the facts. It imposes no restraint on local expenditures, 
except in so far as intelligible and reliable reports disclose fraud or 
extravagance and thereby invite closer local scrutiny. The frequent 
failure of many local units to adhere to sound financial practices, 
even with all the facts before them, has caused several States to go 
beyond supervision and to assume a considerable degree of control 
over local expenditures; that is, in addition to or in lieu of constitu- 
tional and statutory restrictions, several States have set up adminis- 
trative agencies with power to regulate local budgets and bond issues. 

State administrative participation in local budget making has 
taken two forms: (1) the mere checking of the form of the budget 
to insure its compliance with State law, and (2) the exercise of discre- 
tionary power over the content of the budget. 

Massachusetts, New Jersey, North Carolina, and Oklahoma offer 
examples of the first type of control. In Massachusetts, for example, 
the commissioner of corporations and taxation checks local budgets 
to insure their conformity with State laws establishing standards of 
local financial practice. As a result, sound budgetary practices have 
been pretty generally adopted in that State. In New Jersey, North 
Carolina, and Oklahoma, the State may intervene if a local unit fails 
to make provision in its budget for its debt obligations. 

The States in which a State administrative agency may exercise 
discretionary power over local budgets are Indiana, Iowa, Oregon, 
and New Mexico. The best known of these plans is the Indiana plan. 

In 1921 the Indiana legislature vested the State board of tax com- 
missioners with the power to review a proposed budget or bond issue 
of any local unit upon petition of 10 taxpayers of the district affected. 
On the receipt of such petition the board fixes a date for a hearing at 
some point within the district from which the remonstrance was 
received. After hearing the evidence, the State board has the power 

‘7 Michigan Constitution, 1908, Act X, sec. 18. Compiled laws, 1929, v.1, ch. 14, 15 ,20, as amended, 193L 
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to approve or reduce the total budget, or any item of it; and its 
decision is final. It cannot order the insertion of any item for which 
provision has not been made by the local authorities.% 

Local expenditures in Indiana were further restricted in 1932 by 
the adoption of a constitutional amendment which limited the com- 
bined tax levy on any property to 15 mills per dollar of assessed value, 
and created county boards of adjustment in each county to consider 
the various tax levies within the county and to make revisions neces- 
sary to keep all levies under the limit. The State tax board retained 
power in emergencies to grant to petitioning localities the right to 
exceed the tax limit. Despite the failure of the old plan to attain 
fully its objective of controlling local expenditures, the new plan can 
hardly be considered an improvement. A limitation of the tax levy 
does not insure prudent spending. 

The Indiana system was the pattern for the establishment of a some- 
what similar system in Iowa, the main differences being that in the 
latter State five taxpayers may file a petition, and the power of review 
is lodged in the State director of the budget.” 

State control in Oregon ! is less direct and is limited to the political 
units of a single county. The tax-levying bodies of all the political 
units within Multnomah County (the county in which Portland is 
situated) must submit their budgets to a tax supervision and conser- 
vation commission appointed by the Governor. After due considera- 
tion, this commission may— 

approve, reject, or reduce the same or any item therein, or by unanimous vote 
of all the members of the commission increase the same . . . upon the request 
in writing of the proper tax-levying board, if the commission deems an emer- 
gency to exist. 

The most direct, positive, and inclusive type of control exercised 
by any State agency is that exercised by the State tax commission of 
New Mexico. Each political subdivision is required to prepare its 
budget in accordance with forms prescribed by the tax commission, 
very frequently with the assistance of a representative of the com- 
mission. The proposed budgets are then submitted to the commis- 
sion, which scrutinizes and alters them as it sees fit and places its 
approval upon a budget only when it has been rendered satisfactory 
to the members of the commission. After a budget is certified to the 
local authorities, it is binding upon all officials, and no claims may be 
allowed in excess thereof.’ 

The experience with State review of local budgets in the few States 
where it has been tried has not been altogether ‘satisfactory, and the 
plan as well as the principle involved is vigorously condemned by some 
authorities. It is maintained that the State agency entrusted with 
this function is not equipped to perform its work intelligently and that 
the process of review is essentially local and can be best performed by 
agencies intimately acquainted with the needs and resources of the 
locality. These critics (128, 129) hold that the function of the State 
should be limited to the prescribing of forms and rules and the semi- 
judicial review of cases of disputed fact or doubtful legality. On the 
other hand, there are those who claim that the principle is not unsound 
and that State review has had a most beneficial effect (CASO KE) 

% Indiana Laws, 1919, ch. 59, secs. 200-201, amended 1921, 1923; Burns’ Annotated Indiana Statutes, ch. 
102, secs. 200-201 
0 Iowa, Code, 1931, ch. 24. 
1 Oregon, General Laws, 1921, ch. 2 
§ New Mexico, Laws, 1921, ch. 188; 1025, ch. 138. 
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Whatever the weaknesses of State review, one is forced to recog- 
nize that in few cases is there effective local review. With the present 
machinery local taxpayers have been without either a means of obtain- 
ing the information on which to form judicious opinion or the means 
for making their will effective. 

DEBT 

The need for State control over local debt is more imperative and 
more generally recognized than that for State review of local budgets. 
State control over local debt has thus long found expression in con- 
stitutional and statutory limitations, and local officers are accustomed 
to restrictions in this field. When discretionary power is lodged with 
a State administrative officer or board, there is room for more flexi- 
bility than if a limit is fixed by the constitution or statutes. This 
can be either an element of strength or of weakness, depending on the 
vision and courage of the administrative agency. 

Most States impose restrictions on the amount of debt which the 
local units may incur. In 26 States the limit is fixed by the con- 
stitution and ranges from 2 to 10 percent of the assessed value of 
property. Thus the limit for counties in New York and Nebraska 
is 10 percent, and in Kentucky, Oregon, Utah, and Wyoming, 2 per- 
cent. The average is about 5 percent. In some States the constitu- 
tional limit may be exceeded by popular vote. For instance, counties 
in Arizona are limited to 4 percent of the assessed value, but this may 
be increased to 10 percent by vote of the property taxpayers. Several 
State constitutions specify the maximum period within which a 
county debt must be paid, and others enumerate the purposes for 
which bonds may be issued. Seventeen State constitutions make a 
levy for debt-retirement purposes mandatory, and in a majority of 
States some sort of popular approval of bond issues is required. 
Statutory provisions may impose restrictions similar or additional to 
those imposed in the State constitution (119, pp. 417-418.) 

The regulation of debt by constitutional provision has not been 
altogether satisfactory. A rigid limitation has sometimes prevented a 
needed and desirable capital improvement or has led to the circum- 
vention of the constitution by devious and dangerous routes. On the 
other hand, the ease with which legislative validation could be secured 
for an illegal act has made legislative control ineffective. Instead of 
inflexible provision in either the State constitutions or the statutes, 
students of public finance have come to favor an administrative con- 
trol over the creation and redemption of local debt, and a number of 
States have set up agencies for this purpose. 

Administrative State supervision over local debt may, as in the 
case of supervision over budgets, consist only of a scrutiny to insure 
compliance with the law, or it may include the exercise of discretionary 
power. When a State board is clothed with this larger grant of power 
it passes on the expediency of proposed improvements, and, if it is 
satisfied that the improvement is warranted, it passes on the amount of 
the bond issue, the interest rate, and the terms of repayment. 

Massachusetts offers the best example of the first type of control. 
The commissioner of corporations and taxation must examine local 
bond and note issues to insure their coniormity with the laws which 
pertain to the incurrence of indebtedness. These laws prescribe the 
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term for which bonds may be issued, limit the purposes for which 
indebtedness may be incurred, prevent borrowing in excess of immedi- 
ate needs, provide.for maintenance of sinking funds already estab- 
lished, and compel local units to bear from current revenues a part of 
the cost of capital improvements. ‘The effect of this rigid supervision 
has been to improve the credit standing of Massachusetts municipali- 
ties and other local subdivisions, as evidenced in the low rate of interest 
at which they may borrow money (114, pp. 17-18). Administrative 
supervision in Massachusetts dates back to 1910, but not until 1921 
were all special acts relating to particular jurisdictions (except those 
relating to the city of Boston) repealed and the general statutes made 
of universal application. 

In New Jersey the commissioner of municipal accounts has the 
power to compel local units to maintain adequate sinking funds and 
meet debt maturities with promptness. This official also may 
exercise discretionary authority over temporary loans in anticipation 
of taxes (114, p. 18). 

Discretionary supervision over local bond issues is exercised by 
State administrative agencies in Indiana, Iowa, Michigan, and 
North Carolina. In Indiana and Iowa a small number of citizens 
may petition for State review of a proposed bond issue in the same 
manner as they petition for review of a budget. The decision of the 
State agency is final, both as to the expediency of the bond issue and 
its amount and terms. 

In Michigan the procedure and limitations under which counties, 
townships, cities, villages, andl school districts may issue bonds is 
outlined in great detail by statute. Before any such subdivision may 
issue bonds, the officer having charge of its financial records must 
transmit to the State treasurer a sworn statement showing the dates 
of issuance, purposes, amounts, and maturities of all bonds or other 
indebtedness outstanding, the assessed valuation of all taxable 
property, the total amount of general taxes and special assessments 
falling due during the preceding fiscal year, and the amount of such 
taxes and assessments delinquent at the time of making such state- 
ment, the condition of all sinking funds, and such other information 
as the State treasurer may require. If the treasurer finds that the 
issuance of the bonds will not violate the provisions of the State 
laws or cause the debt to exceed any constitutional or statutory limit, 
he so certifies to the local subdivision. No bonds may be issued until 
such certification has been made.? 

Even more drastic than the Michigan law is the one enacted by the 
North Carolina Legislature in 1931.* It creates a local government 
finance commission consisting of six members appointed by the 
Governor, with the State auditor, the State treasurer, and the com- 
missioner of revenue as ex-officio members. One of the appointed 
members is designated by the Governor as director of local govern- 
ment. He acts as secretary of the commission and has many inde- 
pendent functions and powers. 

Under the provisions of the act no bond or note of a municipality, 
county, or other political subdivision shall be valid unless approved 
by the commission. Neither shall the commission approve any bond 
or note until it is satisfied that the issue is necessary or expedient and 

3 Michigan, Public Acts, 1925, act 273, amended 1931, act 142. 
4 North Carolina, Public Laws, 1931, ch. 60. 
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that the amount proposed is adequate and not excessive. Further, in 
all cases except those involving funding or refunding bonds the 
commission must withhold its approval until it is satisfied that ade- 
quate sinking funds have been and will continue to be maintained, 
that the political unit is not in default in the payment of the principal 
or interest on any of its indebtedness, that the new issue will not 
involve any unduly burdensome increase in taxation, that the unit 
is complying with the law in respect to budgetary control, and that 
at least 80 percent of the general taxes of the unit for the preceding 
fiscal year has been collected. No bond disapproved by the com- 
mission may be issued except after a favorable vote at an election. 

The director of the commission is required to keep himself informed 
as to the condition of local sinking funds, including their amount, 
their investment or the security given for their safe-keeping, and the 
rate of tax necessary to maintain them. Sinking funds may be 
invested only with the approval of the commission and only in speci- 
fied securities. In case any unit defaults in the payment of a debt 
obligation, the director may appoint an administrator of finance for 
the unit to take charge of tax collections and the custody and dis- 
bursement of all funds. To prevent defaults the director is required 
to keep the local units informed when interest or principal payments 
are due and the rate of tax to be levied each year to meet debt service 
items. 

SUMMARY AND CONCLUSIONS 

The subject of this part has been developed at considerable length 
because it is believed that forest property, in common with other 
classes of property, is carrying a needlessly heavy burden of taxation. 
The burden is needlessly heavy because government, particularly in 
rural areas, is not organized and administered in a manner that fits 
modern conditions or that is in keeping with the best principles of 
public administration. 

Modern means of transportation and communication have so 
reduced the barrier of distance that there is no need for the local 
units of government to be so small as was once necessary or desirable. 
In fact, many are now too small and weak to serve satisfactorily 
either as a unit of administration or as a unit of taxation. This 
criticism applies specifically to townships, to some of the New Eng- 
land towns, and to many of the smaller counties. The perpetuation 
of these units results in the election and support of a vast army of 
needless officeholders, a duplication of machinery, a diffusion of 
responsibility, and generally a poor quality of service at very high cost. 

The tax burden in many localities is further accentuated by the 
presence of a variety of special tax districts superimposed on these 
other units. Most prevalent are the school districts, which because 
of their differing needs and resources vary greatly in the tax rates 
which they must impose. The local school tax together with the 
road tax represents the major part of the total tax burden. The 
inequality with which this burden has been distributed among 
localities has in most States been relieved to some extent through the 
consolidation of districts and through the distribution of State and 
Federal aid. 

Where State and Federal aid seem necessary, they should be 
granted only with careful discrimination. Every service should be 
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supported solely on its merits and in the light of the desired objective 
and the cost apportioned on a sound and ‘reasonable basis. ‘Thus it 
is reasonable that the Federal Government contribute to the cost 
of a transcontinental highway and that the State share the cost of an 
intercounty highway. Or, since forest-fire prevention is essential to 
the conservation of an important national resource, it would seem to 
be a legitimate field of Federal aid. The local governments should 
not be encouraged, however, to turn constantly to the State and 
Federal treasuries whenever they want something that they are 
unwilling to pay for themselves. Neither should the aid be employed 
to retard a redrafting of districts or a reallocation of functions. 

The relative position occupied by subventions and grants in the 
revenues of selected forest and agricultural communities was shown 
in part 2. The figures there given indicate that forest communities - 
have generally come to be more dependent on aids of this sort than are 
the more highly developed communities. This might be expected, 
for sparsely settled communities cannot ordinarily provide govern- 
mental services at as low cost per capita or per dollar of assessed 
value as the more thickly settled communities, and the aid is designed 
to mitigate the inequality. Under the most widely prevailing systems 
of local government forest communities are likely to suffer an abnor- 
mally high tax rate unless they receive aid. But the fact should not 
be overlooked that such aid involves an added burden on taxpayers 
outside the district, and in fairness to these taxpayers the eid should 
not be dissipated in needless overhead expense. At best, State and 
Federal aid should in no way remove the obligation for economical 
administration of government in the jurisdictions so aided. 

In neither the support of schools nor the support of other functions 
of local government have there been many bold attempts to prorate 
the cost between the local unit and the State on the basis of benefit or 
to effect a new distribution of functions. Likewise, there have been 
few efforts to zone rural territory according to population and eco- 
nomic outlook and limit governmental functions accordingly. In 
spite of attempts at equalization through State aid, the costs of local 
government generally bear little relation either to the quality of serv- 
ices enjoyed or the ability of the people to support them. 

While part of the high cost of local government in rural areas is due 
to overorganization and an improper distribution of functions, some 
of it must be attributed to faulty administration. Antiquated ma- 
chinery, untrained personnel, diffusion of responsibility, and the 
absence of those safeguards which are essential to the smooth func- 
tioning of democracy all contribute to high administrative costs. 
A fuller application of the short ballot, more rigid fiscal control, and 
a large degree of State supervision and guidance have proved useful 
aids to improved administration and in no way inimical to the preroga- 
tives of local self-government. 

The development of State supervision has been traced because there 
is evidence that it has resulted in a saving to local taxpayers and be- 
cause it is believed that State supervision can be expanded with profit, 
particularly in respect to financial practices. 

One may observe losses on every hand that sound financial practices 
would have averted. These losses take many forms—losses through 
bank failures, depleted sinking funds, needlessly heavy interest rates 
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because loans were ill-timed or badly negotiated, and losses through 
defalcation because officers were not adequately bonded. Less visible 
and less measurable are the losses that result from employing incompe- 
tent bookkeepers and treasurers. Other intangible losses are those 
which result from the failure to adopt and adhere to a balanced budget. 
A balanced budget implies not only that income shall equal expendi- 
tures, but that the appropriations for each function or service shall be 
commensurate with the need. When governments operate without a 
budget there is frequently a lack of balance in both respects. The way 
in which local governments have abused the funding privilege and the 
loose and extravagant methods which have been employed i in financing 
capital improvements illustrate the need for drastic control over local 
bond issues. Even where there is no suspicion of political motive or 
fraudulent intent, there is wisdom in having a proposed bond issue 
reviewed by a disinterested agency. A proposed improvement may 
be legitimate but not expedient. 

It must be admitted that the supervision of local finance involves a 
burden upon the State, but it is not necessary that the State assume 
the whole cost. The local unit could quite properly be asked to bear 
the cost of an audit performed by State auditors. The cost would 
probably be less than if the audit were made by private accountants, 
especially if the State audit were performed periodically and as the 
capstone to a system of simple and uniform accounts. In such case, 
every dollar added in State taxes is likely to result in several dollars 
saved in local taxes. 

It is generally agreed that local self-government is desirable and 
should not be unnecessarily limited. Butit should be recognized that 
lack of State supervision may be as destructive of local self-government 
as too much supervision. Not infrequently the policies of local gov- 
ernment are shaped by officeholders in their own interest, and the 
citizens are purposely kept uninformed. Even when information i is 
not purposely withheld, it is often presented in a form that is meaning- 
less to the taxpayers. Sometimes bookkeeping is so crude that 
officials themselves do not know the true financial condition of the 
government which they are trying to administer. Thus if the local 
officials are unwilling or unable to supply the voters with information 
to help them in shaping policy, intelligent local self-government is 
impossible. To the extent that the State helps assemble reliable 
statistical data or furnishes expert advice, it is bolstering up local 
self-government rather than interfering with it. 

State supervision over local finances does not guarantee economy ; 
it does not insure against malpractice. If it discourages local vigi- 
lance, if it creates a false sense of security, if it weakens local civic 
interest, already alarmingly feeble, it is bad. And this can well be 
the result if the State pretends to do more than it can do thoroughly, 
or if it fails to enlist local participation and sanction in its endeavors. 
Neither is supervision by a State administrative agency necessarily 
the last word in the fiscal control of local units. Any plan which would 
secure more effective citizen participation in local government or more 
speedily develop a capacity for intelligent home rule would be prefer- 
able. But where the relationship between State and local authorities 
is one of cooperation and mutual respect, and where the State agency 
considers itself a teacher and counselor rather than a dictator, no 
violence is done to local self-government, and the local unit should 
profit from the contact. 
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The preceding analysis of the present condition of State and local 
government in this country makes it evident that there are many 
economies which could be effected if all groups of taxpayers would 
work unitedly to that end. Owners of forest property who are suf- 
fering from oppressive taxation may find that there is more hope for 
relief in casting their lot with other groups of taxpayers and working 
for a reduction in the absolute burden of taxation than in seeking 
special treatment because of the peculiar nature of their property. 
In a later part of this report there are presented specific recommenda- 
tions for economies and changes in organization which might permit 
reducing the total cost of State and local government, thereby yield- 
ing general tax relief. 





PART 2. SPECIAL FOREST TAX LEGISLATION 

CONTENTS 

Page Page 

iMtroductionep este Fi eee a ees Ee 341 | Existing forest-tax laws—Continued. 
General historical survey_________________--_ 341 Laws of limited application_______._--__- 377 

Barly: legislation 26 es ee Ped 341 Laws of general application_____.________ 380 
WAteTetLOntS eee es See hoe Cate eeu 358 Comparativeta pl ewes eee ee eee 395 

Existing forest-tax laws__...._____----_______- 374 Criticism of certain features____.._-_____ 402 
Entroductiomeeeeser seve | aL aaa sey ao 374 Conclusioni 22 25.002 Seni ea iia eek eas 403 

INTRODUCTION 

Objections to ad valorem taxation of forest property have been 
recognized in some States for well over a century. Efforts to over- 
come these objections by various devices have resulted in much 
special forest-tax legislation. Property-tax exemptions and rebates, 
as well as direct bounties, have been offered. Limitations on the 
taxation of reforested lands and substitution of yield taxes on timber 
for property taxes have been provided. It has generally been left 
entirely optional with each individual owner of forest property whether 
he would seek escape from property taxes by these means. Obviously 
these laws have not proved competent to solve the forest-tax problem. 
A brief review of the history of special forest-tax laws, including in 
some cases the more outstanding incidents and circumstances leading 
to their enactment, will give background to a critical study of the 
existing laws of this type. Both the historical survey of special 
forest-tax legislation and the appraisal of existing laws are necessary 
to form an intelligent opinion as to the nature of the legislation to be 
recommended. 

GENERAL HISTORICAL SURVEY 

EARLY LEGISLATION 

FIRST EFFORTS AT FOREST-TAX REFORM 

A political reform movement was inaugurated in Connecticut in 
1817. Had this come to full fruition, it would doubtless have exerted 
a far-reaching effect on the whole future trend of forest-tax legislation. 
A coalition of Federalist and anti-Federalist forces came into power 
that year, the main objective of the coalition ostensibly being the 
disestablishment of the State Church (Congregationalist denomina- 
tion, then referred to as the ‘‘Standing Order”’). Other objectives, 
for which the anti-Federalists in particular had long contended, were 
the adoption of a written constitution and a new system of taxation. 

Oliver Wolcott, Jr., the coalition Governor, was a member of the 
“Standing Order” and a former staunch Federalist, having served as 
Alexander Hamilton’s successor as Secretary of the Treasury under 
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the presidencies of both George Washington and John Adams, from 
1795 to 1802. While head of the Treasury Department he madea 
study of the tax systems of the various States and prepared a plan for 
a direct Federal ad valorem property tax. The results of this study 
were embodied in a letter to Congress (4th Cong., 2d sess., H. 
Doc. 3) which formed the basis of the tax system subsequently set 
up by the act of Congress of July 9, 1798 (1 Stat., p. 580). 

In his first inaugural message on May 12, 1817 (217), Governor 
Wolcott gave a prominent place to the subject of taxation. This he 
discussed particularly with reference to the inequity of the then 
existing system, which had come down unchanged from colonial times, 
and the need for its replacement by one better suited to modern con- 
ditions. He made no specific recommendations then, beyond referring 
the legislature to the plan embodied in his earlier report to Congress 
and indicating that its merits had been proved by having been put 
into successful operation. 

The legislative committee to which tne taxation part of the Gov- 
ernor’s message was referred in the May session was continued over 
the summer and brought in a partial report at the October sessions 
of the same year (212). That report contained the definite recom- 
mendation, among others, that the tax system be changed to one with 
an ad valorem property tax basis together with certain capitation and 
faculty taxes. ‘The committee was continued to the next May (1818) 
session and then to the October session when it brought in a bill which 
was passed by the house (182). The council, instead of pessing it, 
recommended that the whole subject be given still further study. 

The public press during this period carried numerous communica- 
tions and editorials for and against the change in tax system. While 
some of these were actuated by purely political considerations, 
much of what was written sought to instruct the public or offer con- 
structive criticisms of the principles of the new system and to arouse 
a wholesome public interest in the subject. One of these in par- 
ticular shows that the place of forest property in the new scheme of 
things was not being overlooked. Thus, in the February 16, 1819, 
issue of the Connecticut Courant of Hartford, a contributor, signing 
himself ‘‘ Publius” (176), wrote in part as follows: 

In considering this subject, we have taken it for granted that, all taxable 
property, whether real or personal, is to be placed in the assessment list, at its 
actual estimated value. But, to this principle we cannot yield our assent, as 
being just. It is well known that an zdeal value is put upon many kinds of prop- 
erty, particularly in populous towns; there is also productive property, and that 
which is unproductive; of this latter kind, we think wood land may be with pro- 
priety classed, and many kinds of buildings. Wood land of late years has risen 
much in value, owing to fuel being a necessary of life, and the improvident de- 
struction of timber. To tax this description of land at its estimated full value, 
equal with the most productive kinds of other lands, would not only be taxing 
a necessary of life, but it would have a tendency to discourage the growth of 
timber and fuel, which would operate extremely unfavorable upon the middling 
and poorer classes of people, and prove injurious to the public interest. 

In connection with the reference to the necessity for the growing 
of timber and wood just quoted, it may not be out of place to refer 
to an extended article on timber growing and forest conservation 
which appeared in the same publication under date of April 22, 1817, 
showing that the question was even then being seriously considered. 
The author was none other than Noah Webster (216), who subse- 
quently was to gain renown as a lexicographer. After indicating in 



FOREST TAXATION IN THE UNITED STATES 343 

the introduction to his article the wasteful use of wood for timber and 
fuel, he continued: 

In truth, our country cannot sustain the present consumption of wood for a 
century to come—We must either reduce the annual consumption within the 
limits of the annual growth, or that time will arrive when we must search the 
bowels of the earth for fuel; and if we are not able to find it in the interior of New 
England, we must import it; or we must abandon the soil. It is of the more 
importance to attend in season to this object, as at some future time we must 
depend more on manufactures for our clothing and utensils, than we now do; and 
how are our manufactories to be supplied with fuel? 

The first object that requires attention is to nourish and increase the growth 
of trees for fuel and timber. Every farm should contain a tract of land, covered 
with trees, the annual growth of which should be equal to the necessities of one 
family at least. Experienced farmers will best judge of the best mode of treating 
wood see for the preservation of the wood and for encouraging the most rapid 
growth. 

In his message to the May (1819) session of the legislature (218)— 
the first under the newly adopted constitution—Gov. Wolcott re- 
ferred to the subject of taxation by saying that it was of such im- 
portance that ‘“‘* * * J have deemed it to be my duty to prepare 
a detailed view of my reflections on this subject. This will be sub- 
mitted to your consideration, by a special message.’’ This latter 
message was received by the legislature a few days later and the 
length to which he went in discussing the details leaves little room for 
doubt that the results of the efforts of the legislative committee as 
embodied in the bill then up for enactment fell considerably short of 
what he thought adequate. 

The part of the message of especial interest here, namely, that 
concerning forest property, follows. After laying down the general 
principles of the ad valorem property tax on lands in the following 
words: 

It is admitted that the free proprietors of land held by an allodial tenure, ought 
not to be coerced to make improvements, but they certainly ought to pay taxes 
in proportion to the productive value of their property. 

He thereupon noted an exception as follows: 

In respect to wood, or timber land, it may be justly observed, that in this 
State, limestone exists in but few situations, which circumstance deters the people 
from erecting stone or brick buildings; that fossil coal has not yet been dis- 
covered: and that great quantities of land must therefore be reserved, to supply 
wood and timber, for fences, fuel and buildings. ‘Timber and wood land may also 
be considered as a capital, of which the interest or profits are deferred for periods 
of from twenty to one hundred years. If taxed annually, the rates ought to have 
reference to the remote periods at which the income will be received; it being 
certain that an excess taxation would accelerate the destruction of timber and 
wood, and occasion ruinous mischief (219). 

__In the sketch of a bill which the Governor submitted in order to 
illustrate the manner in which his various views might be given 
appropriate legislative expression, was the following section (in part): 

Section 9. That all lands and lots, except such as are hereinafter exempted, 
shall be valued and assessed by the acre, at such average rate as each separate and 
entire tract is worth in money, for the purposes of tillage, mowing or pasture, or if 
wood or timber land, at the permanent worth thereof as such, or for other purposes 
connected with husbandry. And all valuations shall be made with reference to 
any and all natural advantages of soil and situation, but without reference to 
buildings, fences, or temporary or perishable improvements. * * * 

A new, or rather an enlarged, committee, representative of both 
branches of the legislature and composed of one member from each 
county, was thereupon organized to consider both the Governor’s 
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recommendations and the work of the earlier committee, as embodied 
in the bill which had been passed by the house at the previous session. 
The bill which was finally reported out by this committee was debated 
for fully a week by the house and variously amended before passing 
and was further amended by the council, finally becoming a law on 
June 5, 1819.° While as a whole it bore a closer resemblance to the 
Governor’ s bill than to that of the original committee, the particular 
provision in the former concerning the valuation of forest land was 
not included. Contemporaneous press accounts of the debate, how- 
ever, do not indicate that there was any open opposition to the ‘forest 
provision, so that its omission may have been either an oversight or 
based on an appreciation that at that time and until forest manage- 
ment actually got under way the danger of overtaxation, which the 
Governor had pointed out, was largely theoretical. This latter con- 
sideration, indeed, may well have accounted for the fact that Wolcott 
did not press the point further, since when presenting a similar point 
in his letter to Congress when Secretary of the Treasury he expressed 
the following views concerning largely theoretical objections: 

An effect can only be proportioned to its cause; if, therefore, the theory should 
be admitted to be true, yet if its application to practical purposes is only to be 
justified by speculative reasoning, and shall appear to be unfounded in prob- 
ability, it may with propriety be discarded. 

However, it is not without some significance that the conditian should 
have been so clearly discussed that early. 

There is a further point in connection with this Connecticut tax 
episode that is worth noting because of the light it sheds on present- 
day forest-tax measures. The tax system which the ad valorem system 
was replacing was so far as concerned the property taxation part of it, 
a system of specific property taxes such as many now hail as a step in 
advance, so far as forest property is concerned. At that time, such 
form of taxes was roundly condemned. 

Thus Wolcott in his letter to Congress above referred to, in dis- 
cussing different systems in use by the States which might or might 
not be suitable to adopt for the Federal system, said: 

Taxes on the quantity of lands, without respect to quality, situation, or im- 
provements * * * are so manifestly unequal as to be altogether improper, 
except in countries very recently settled, and where the taxes are very moderate. 

A uniform tax on lands with réference to their condition or mode of cultivation 
would evidently be unsuitable except in a small State where the quality of the 
lands, and the circumstances of the people were nearly similar * * * 

Again in his inaugural as Governor he said: 

From scurces of information collected at different times, and from continued 
reflections, my mind is convinced that the effects of the present system are far 
more injurious than can have been generally supposed * * 

In like tenor, the tax committee of 1817 in its preliminary report 
(212) said: 

Lands, under the different descriptions of meadow, plow land, clear pasture, 
etc., are set in the list by a uniform rule and rate, without regard to quality or 
value (Hartford and Middletown meadows excepted)—consequently no more is 
paid on an acre of the most valuable land in the State, than on an acre the least 
valuable, of the same general description—the inequality of which is apparent. 

Following is the schedule of rates per acre at which different classes 
of land were listed, as given in the Governor’s special tax message (219): 

’ Connecticut Acts and Laws ,May sess. 1819, ch. 2 ,pp. 338-344. 
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Hartford and Middlesex County meadow lands_______________________ $2. 50 
ENON Ney aYo sh | SES ae LT ene gah mas NOURI AN SON Nad, MAM MA ge Caer a Cet eh at Umi 28 Le Levy) 
Mowinotamcnelear pasture mrp lira titel este on bry Ell eon NT herp 1. 34 
SUSANG ION NGAI 2, MM AT We A VG LS Se AR BPG S11 Aa Ra AM, A a 1. 25 
| BASHA SO OVO NR VOI A wea a a Pol ai I Ne ss pl AS cons fa 8 . 84 
Timber lands which, if cleared, would be fit for mowing or plowing; boggy 

lands not mowed; and lands overgrown with woods, bushes, briars, and 
the like whereby the lands become unsuitable for pasture, whether the 
Sail era venOeCen iCLeALeGr Om MOb aa wok ye) oy a hala at ea A ee ue . o4 

Uninclosed land, second rate (mountain timber land)__________________ sal 
RO Give rspunimian clos ea). ea tacit gan ees ye ee Teh Te Ne A ee . 09 

EARLY WESTERN LEGISLATION 

Exemption Laws To ENCOURAGE PLANTING 

This Connecticut effort, the first so far as is known, to make suit- 
able provision for the taxation of forest property devoted to contin- 
uous production, although it failed, is none the less significant. At 
that time it had seemed that the way to face the forest problem was 
directly through the conservation and management of the then 
existing forests. Kinney (196) shows numerous attempts to legislate 
forestry into existence by requiring conservative cutting and the 
prevention of waste, particularly with reference to the forests still in 
public ownership. Hough (192) and Ise (194) also show the same 
thing but indicate that the timber interests were then strong enough 
politically to block any effective legislation dealing with the existing 
forests. On the other hand, interest in the planting of new forests 
encountered no such entrenched interests to offer political opposition, 
while many factors were at work in its favor. This was particularly 
the case in the central Western States, which were then being rapidly 
settled up, and in New England, where much of the readily accessible 
original timber had been or was being cut. In both sections the 
scarcity of wood for fuel and for fences and buildings was imposing or 
threatening a hardship. In the West droughts were occasioning an 
added interest in the planting of forests. In New England, floods, 
unseasonable frosts, and summer droughts—all attributed to the 
destruction of forests—were also causing concern and were stimulating 
interest in forest planting. Consequently it is not surprising to find 
in these sections taxation measures, in the form of relief from taxes, 
together with the offering of bounties and prizes, for successful tree 
planting as the first tangible taxation relief measures actually to be 
enacted. 

Nebraska Territory led in this movement by the passage of an 
exemption law on January 4,1861. This action appears to have been 
directly attributable to Gov. Samuel W. Black. Governor Black 
(178) in his first message to the legislature, December 6, 1859, had this 
to say on the subject: 

While our climate is, in many respects, all that could be desired, and our soil 
so richly productive, it is not to be denied that the want of timber on the prairies 
is a great drawback, notwithstanding the fair supply to be found on the Missouri, 
and the inland streams of Nebraska. If it is possible, in any practicable way, 
to encourage the planting and growth of timber, it seems to me it should be done. 
But a very few years are required to grow, to a profitable size, from small begin- 
nings, such trees as cottonwood, walnut, black locust, ash, maple, and hickory. 
I recommend to your consideration a plan of indirect bounty, by which, I believe, 
great good could be accomplished. If every settler could be induced to plant 
and start into successful growth, on his own land, a few acres of the trees I have 
named, I feel satisfied it would in the end be a decided and general gain, to exempt 
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a portion of his land, for a specified period, from the payment of any territorial, 
or other tax. I make the suggestion in the hope that the idea may meet with 
your approbation, leaving all the details to your judgment and discretion. 

Although the council took appropriate action on this reeommenda- 
tion and referred it to the house on December 17, 1859, the latter 
failed to concur or to initiate any action of its own. 

Accordingly the Governor, in his message at the opening of the 
1860-61 session on December 4, 1860, again referred to the subject as 
follows (179): 

In a former communication I suggested a plan of indirect bounty, by which 
the growth of timber on our prairies might be successfully encouraged. I believe 
still that the plan is entirely practicable, and I know that it meets with general 
favor among the people. If every quarter section of land occupied by a settler 
was supplied with a reasonable amount of timber, the vast advantage would be 
visible to every eye and extend to every interest. Not the farmer alone, but the 
whole community, would receive and enjoy the benefit. That timber of the 
best varieties can be grown in a few years, is established, yet comparatively 
very little has been planted. Would not a law exempting a certain portion of 
each person’s land from taxation for a specified number of years, as a reward or 
bounty for the growth of timber, accomplish the desired result? If 5 acres out 
of every 40 could be covered with a forest, it would be clear economy to set the 
entire 40 free from taxation, and the amount withdrawn from the treasury would 
be wisely and well bestowed. To me, the subject seems to be one of serious 
importance, and not unworthy of your early notice and deliberation. Whatever 
may be the best means, the end, at least, is greatly to be desired. 

Shortly thereafter two bills were introduced in the house and one 
in the council. The house bill ‘‘To encourage the cultivation of 
fruit, forest, and ornamental trees’’ was finally passed and received 
the Governor’s approval January 4, 1861 (S. L. 1860-61, p. 45).® 

This, the first act of its kind to be passed in the United States 
eranting tax relief to private owners for the growing of forests, pro- 
vided for an exemption of $50 in valuation, for each acre thereof, of 
any tract of real estate in a good state of cultivation, on which there 
were not less than 100 fruit or ornamental trees, or 400 forest trees, 
in artificial groves. The act also provided that the cultivation of 
such trees as described on any tract should in no case increase its 
valuation for revenue purposes. 

It is perhaps interesting to note in this same general connection 
that this 1860-61 session of the Nebraska Territorial Legislature 
adopted a joint resolution memorializing Congress to grant the ter- 
ritory ‘‘one section of land in each township for the purpose of growing 
timber thereon” (S. L. 1860-61, p. 259). 

This first Nebraska act seems to have been largely overlooked in 
the subsequent codification of the territorial laws which appeared in 
1866. That code contains in the chapter on revenue (Rey. Stats., 
1866, ch. 46, p. 301) only the brief provision at the end of the original 
act to the effect that the cultivation of fruit, forest, or ornamental 
trees on any tract was not to increase its value for revenue purposes. 
Shortly after becoming a State, however, Nebraska passed the act of 
February 12, 1869 (S. L. p. 68), reviving the original law in modified 
form, to wit: The annual exemption was increased to $100 for each 
acre planted to forest trees but was limited to 5 years, to not over 
$500 for one person owning less than 160 acres, and by the further 
proviso that the 5 acres or less for which exemption was claimed must 

“€The designation S. L. (‘‘session laws’’) refers to the volume of laws passed at a given session of the 
legislature and currently published, extensively but not exclusively called session laws. Designation of 
the year of the session will be made only when it differs from the year date of the particular law to which 
reference is being made. Volumes of laws other than session laws are specifically designated. 
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be a part of a 160-acre tract. A minimum of 300 trees per acre 
(i. e., planted 12 by 12 feet) was permitted. Homesteaders who had 
not perfected their claims to Federal lands were allowed an exemp- 
tion of but $50 for each planted acre and the same exemption was 
allowed for the planting of fruit trees, if not over 33 feet apart. By 
the act of February 15, 1869 (S. L. p. 181, sec. 4), Nebraska also 
reenacted the provision that the cultivation of trees on any tract 
was not to increase its value for revenue purposes. 

Concerning the practical results of this law, all accounts indicate 
that it was unusually popular, and correspondingly costly to the 
State. Scarcely 2 years after the passage of the law, in 1871, the 
State held a constitutional convention and among other things sought 
to perfect its revenue provisions which then made no provision for 
what should be taxed and what not. It was readily agreed that the 
so-called general property tax should be the basis of the new system. 
Differences of opinion arose, however, in deciding what property if 
any the legislature might be authorized to exempt from such tax. 
The report of the convention (206, v. 2, pp. 426-447; v. 8, pp. 251, 355) 
shows that there was a long and spirited debate over a provision to 
permit the granting of tree-planting exemptions on the scale then 
operative. The opposition emphasized both the excessive cost and 
the inequity and proved strong enough to force the proponents to 
offer a compromise, namely, that— 

the legislature may provide that the increased value of lands by reason of live 
fences, fruit and forest trees grown and cultivated thereon shall not be taken 
into account in the assessment of such lands for the purposes of taxation. 

The draft constitution of this convention failed of ratification. In 
1873 Gov. Robert W. Furnas (188) in his message to the legislature 
referred to the tree-planting exemption law as having ‘‘admittably 
served its purpose” and ‘‘become oppressive.” ‘‘I am convinced”’, 
he continued, ‘‘a more efficient plan can be inaugurated at very much 
less expense and confusion with a desired uniform system ‘of taxation 
avoided.’”’ These bounties, he indicated, had cost the State not less 
than $200,000 the past year, and he recommended that the law be 
repealed and in its stead that a law providing for a tree commissioner, 
or State forester, and other features be passed. Again, in his 1875 
message (189) he referred to the matter and stated that $464,769.25 
of property value had that year been granted exemption from taxa- 
tion by reason of tree planting. Another constitutional convention 
met later that same year and its draft was ratified by popular vote. 
It comprised largely the draft of the 1871 convention and included 
the compromise tree-exemption provision. Nevertheless exemptions 
under the former act of February 12, 1869, continued to be granted 
in large amounts until 1878. In that year the Union Pacific Railroad 
Co. sought relief, through an injunction against the commissioners of 
Saunders County, from the excessive tax burden which the practice 
imposed on its property. As a result the State supreme court held 
the law inconsistent with the new constitution and all current exemp- 
tion thereunder void.’ 
Exemption acts to encourage the planting and growing of forest 

trees on privately owned lands in other of the Prairie and Middle 
Western States followed the original Nebraska law in rather quick 

1 Union Pacific R.R. Co. vy. Board of County Commissioners of Saunders County. Nebr. Repts., v. 7s 
1878, pp. 228-229. e 
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succession. Such falling in line to copy new legislative devices is not 
unusual, and the significance of the rapid spread of exemption acts 
and certain other forest tax plans should not be Bae ie 

Wisconsin, by the act of March 4, 1868 (S. L. ch. 102, p. 101), 
provided, in connection with tracts of 5 acres or more where not more 
than one-fifth of the area was occupied by belts of trees of certain- 
named varieties which had been reserved from the natural growth or 
successfully planted, that the area so occupied be granted exemption 
from taxation until the trees should attain a height of 12 feet where- 
upon a bounty of $2 an acre, effective in the form of a tax rebate, 
was to be granted annually. 

Iowa, by the act of April 6, 1868 (S. L. ch. 92, p. 126), provided that, 
for each acre planted to forest trees not over 8 feet apart and kept 
properly cultivated, a property value exemption of $100 a year for 10 
years on account of ‘States taxes and one of not over $500 on account of 
county taxes might be granted; the latter, however, was to cease when 
the trees attained 3 years of age. A subsequent amendment by the 
act of February 21, 1872 (S. L. ch. 3, p. 4), provided that no one should 
be allowed an exemption im excess of one-half the value of his property 
and that no allowance should be made on account of trees grown by 
nurserymen for sale. 

Dakota Territory, by the act of January 5, 1869 (S. L. ch. 26, p. 
306), provided that any person who should—by either sowing seed or 
plantins—grow, cultivate, and keep in good condition 5 acres of timber 
trees not over 8 feet apart could hold exempt from taxation one-fourth 
part of the value, including improvements, of the quarter section 
whereon the trees were cultivated, the exempted value in no case to 
exceed $1,000 for a period of 10 years, or during such part thereof 
as the trees were kept in good growing condition. 

Idaho Territory, by the act of January 4, 1875 (Comp. and Rev. 
Laws, 1875, p. 712), provided for an exemption of $100 for each acre 
of 5 acres or more of trees planted and maintained at a distance of not 
more than 12 feet apart for a period of 10 years after such planting, 
but no exemptions were to be granted either for plantings made after 
August 1, 1885, or if trees were nursery planted for purposes of sale. 

Washington Territory, by the act of October 27, 1877 (S. L. p. 411), 
required the county commissioners in Stevens and Whitman Counties, 
being in the treeless portion of the State, to grant exemption of real 
and personal property from taxation, except for Territorial purposes, 
to the extent of $300 annually to anyone who in that or the ee 
year had planted 1 or more acres of forest trees and kept them growing 
the county board to prescribe the minimum number of trees per acre. 
Wyoming, by the act of December 14, 1877 (S. L. p. 129), provided 

for exemptions for forest planting essentially like those of the Nebraska 
law of February 12, 1869, the chief difference being that the amount of 
the exemption per acre was double that of the latter, namely, $200 for 
privately owned land and $100 for unperfected homesteads. By the 
act of December 9, 1879 (S. L. ch. 83, p. 148), repealing and reenacting 
that of 1877, the exemption period was increased from 5 to 10 years, 
and the maximum area on which exemption could be claimed was 
increased to 25 acres out of each 160 acres owned, without the maxi- 
mum limitation of $500, and homesteads were put on the same footing 
as owned real estate. 

Colorado, by the act of February 12, 1881 (S. L. p. 250), provided 
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for the exemption for a period of 10 years of all increase in value of 
irrigated lands by reason of the planting of fruit or forest trees thereon. 
New Mexico, by the act of March 1, 1882 (S. Li. ch. 62, sec. 4, p. 

110), provided an exemption of $100 annually for 10 years for each 
acre of forest trees planted not over 12 feet apart and properly 
cultivated; likewise for fruit trees not over 33 feet apart. 

In Utah Territory, the act of March 10, 1886 (S. L. ch. 1, p. 1), 
provided an exemption of $500 worth of property for a period of 5 
years for each acre planted to forest trees for timber purposes if the 
trees were planted not more than 10 feet apart and were properly 
cared for. 

BountTiES AND Prizes TO ENcoURAGE FORESTRY 

Scarcely had the wave of exemption laws started by Nebraska 
gotten under way when another means intended to accomplish the 
same end was begun by Minnesota, namely, the offering of prizes or 
bounties. This movement included 6 of the States which had passed 
exemption legislation and 4 others. 

Minnesota, by the act of March 7, 1867 (S. L. ch. 32, p. 60), ap- 
propriated $300 annually to enable the State Acricultural Society to 
offer premiums for the best 5 acres of cultivated timber, limited to 
groves artificially grown from seed, cuttings, or layers. 

Kansas, by the act of March 2, 1868 (S. L. ch. 112, p. 1094), 
declared every person who, within the following 10 years, should 
plant 1 or more acres of prairie land to any kind of forest trees, except 
locust, or should plant forest trees for one-half mile or more along the 
highway and should so care for them that they should not be over a 
rod apart at the end of 3 years should be entitled to a bounty from 
the county treasury for 25 years in the annual sum of $2 an acre or 
half mile of roadside trees. By an act of March 28, 1872 (S. L. ch. 
204, p. 402), this act was amended to require the planting and cultiva- 
tion of at least 160 trees to the acre and to remove the 10-year limita- 
tion, so that such plantings at any time could qualify for the bounty. 
By an act of March 5, 1874 (S. L. ch. 76, p. 110), however, the existing 
law was repealed. 

Wisconsin provided for a bounty as a part of its exemption act of 
March 4, 1868, which has already been described. 

Missouri, by the act of March 25, 1870 (S. L., p. 69), provided a 
bounty substantially the same as the Kansas act of March 2, 1868, 
except that the bounty for highway planting was reckoned by the 
quarter mile instead of half mile and was limited in all cases to 15 
years after the third year from planting. This act, amended as to 
punctuation by the act of February 4, 1875 (S. L. p. 97), was declared 
unconstitutional in 1891.8 

Minnesota, by the act of March 6, 1871 (S. L., ch. 30, p. 75), 
provided for a bounty which also was awarded under very similar 
circumstances to that in the Kansas act of March 2, 1868. That act 
however was amended by the act of February 20, 1873 (S. L. ch. 19, 
p. 136), in certain details, chief of which was that the bounty would 
be paid by the State instead of the county, within the limit of $20,000 
a year. This law, as codified, was amended by the act of March 14, 
1913 (S. L. ch. 76, p. 64), so as to make the bounty available to 
plantations on any ‘land throughout the State and not merely those 
on prairie lands. It was further affected by the act of March 31, 

8 Dealvy Mississippi County, 107 Mo. 406, 18 S. W. 24. 
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1913 (S. L. ch. 140, p. 160), a general law repealing all ‘‘standing”’ 
appropriations, including the provision of this law, making the sum 
of $20,000 available each year for the payment of tree-planting 
bounties. To take care of such bounty payments, the general 
appropriation act of April 28, 1913 (S. L. ch. 401, sec. 46, p. 583), 
carried an amount of $10,000 for the next biennium. No such 
appropriation was made in 1915 or in subsequent biennial appro- 
priation acts. In this withdrawal of financial support from the bounty 
act, the attitude of the then newly organized State forestry board is 
significant. In the first annual report of the State forester, issued in 
December 1911 (205, Rept. 1), it was pointed out that, in expending 
to date the sum of nearly $600,000 for tree-planting bounties in the 
prairie section, the State had greatiy exceeded its efforts to preserve 
the enormously valuable existing natural forests elsewhere in the 
State. This same point was strongly reiterated in the 1912 report 
(205, Rept. 2), and the recommendation was made that, in order to 
offset this disparity, not to exceed 40 percent of the bounty appropria- 
tion be made available to the forestry board, to enable it to conduct 
experimental and demonstration work of direct value to all forests and 
forest owners. It was also recommended that any balance from the 
bounty appropriation be made available for the expenses of a State 
forest nursery. 

Nevada similarly followed the provisions of the Kansas bounty 
act in the act of March 7, 1873 (S. L. ch. 82, p. 162), the chief differ- 
ence being that the bounty was made applicable only to plantings 
made within 5 years of the passage of the act, which limitation was 
extended to 10 years by the act of March 5, 1877 (S. L. ch. 118, p. 
185). The amending act also specifically excluded from the benefits 
of the bounty willows and cottonwoods planted for the express purpose 
of protecting ditches and canals. 

Illinois, by the act of February 9, 1874 (Rev. Stats. 1874, ch. 136, 
p. 1056), authorized county supervisors to offer a bounty of not 
more than $10 an acre for 3 years for the planting of 1 or more acres 
of forest trees, the trees to be not more than 10 feet apart, and cul- 
tivated for 3 years. 

Nebraska, by the act of February 27, 1879 (S. L. p. 187), required 
counties to pay annually a bounty of $3.33 per acre for not over 3 
acres of forest trees planted in rows (six rows 8 feet apart with trees 
4 feet apart in the rows) along the north section lines and half section 
lines of any tract for such time, not exceeding 5 years, as this planta- 
tion should be cultivated. This act, as codified, was repealed by the 
act of March 22, 1899 (S. L. ch. 3, p. 53). 

Dakota Territory, by the act of March 13, 1885 (S. L. ch. 145, p. 
212), provided for an annual bounty of $2 per acre for a period of 
10 years for the planting within the succeeding 5 years of 1 or more 
acres of forest trees, except black locust or cottonwood, and cultivat- 
ing the same for 3 years. Like the Minnesota law, planting by rail- 
roads within 200 feet of their tracks and by settlers on Federal timber 
culture claims were ineligible. 

Kansas, by the act of March 2, 1889 (S. L. ch. 254, p. 386), followed 
the Illinois act of 1874 and authorized county supervisors to offer a 
bounty of not more than $10 an acre for a period of 5 years for each 
acre planted to forest trees spaced not over 10 feet apart and kept 
cultivated and in good condition, lands entered under the Federal 
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timber culture laws being ineligible. This law was carried on the 
statute books up to 1923 but was omitted from the code adopted in 
that year, on recommendation of the code commission as being 
inoperative (195, p. 207). 
Wyoming Territory, by the act of March 11, 1890 (S. L. ch. 42, 

p. 71), similarly followed the Illinois 1874 act, except that the bounty 
did not become payable until the trees had been planted and cared 
for for 5 years, Federal timber culture homesteads being ineligible. 
This law was carried on the statute books until 1931 when the 
provisions as then codified (Wyo. Compiled Statutes, sections 1575- 
1578) were repealed by the act of March 3, 1931 (S. L. ch. 73, sec. 
179, pp. 136-137). 

South Dakota, upon becoming a State, provided, by the act of 
March 6, 1890 (S. L. ch. 152, p. 320), that, for 1 or more and not over 
6 acres planted within the succeeding 10 years to ‘‘not less than 900 
[forest] trees per acre, and 100 or more of evergreens”’ and cultivated 
for 3 years, an annual bounty should subsequently be given for a 
period of 10 years of $2 per acre and $1 for each 100 evergreens not 
exceeding 1,200. As the bounty period under the above act was 
about to expire, the act of March 9, 1909 (S. L. ch. 268, p. 414), was 
passed, providing for a bounty of $2 per acre per year for 6 years for 
land planted after the year 1908 to at least 1,000 trees to the acre 
and cared for and cultivated successfully for 3 years, at least 300 
living trees being required in any year for which the bounty was 
claimed. This latter act was amended by the act of March 14, 1913 
(S. L. ch. 216, p. 299), making the bounty $5 per acre each year for 
not over 6 years for land planted after 1910 having a survival of 150 
trees at the time bounty was claimed, the bounties for the unexpired 
period of the 1909 act to be in accordance with the terms of the 
amending act. Additional amendments to date are as follows: The 
act of February 10, 1917 (S. L., ch. 147, p. 195), the act of March 14, 
1919 (S. L., ch. 349, p. 430), and the act of March 8, 1927 (S. L., 
Gln 2. 08 PADI 

North Dakota, on attaining statehood, reenacted by the act of 
February 5, 1890 (S. L., ch. 70, p. 245), the Territorial law of 1885, 
with the modification that $3 instead of $2 per acre was to be paid 
each year, provided 400 living trees were maintained per acre. By 
the act of February 28, 1905 (S. L., ch. 187, p. 335), 1 to 10 acres of 
prairie land, when planted with any kind of forest irees not more 
than 8 feet apart each way, with a minimum of 400 kept in growing 
condition, entitled the owner to an annual deduction (virtually a tax 
rebate although called a bounty) of $3 an acre from any real-estate 
taxes against the farm of 80, 160, or 320 acres on which the trees 
were growing. In addition, for hedgerows along boundary lines of 
public highways or other portions of premises, a bounty of $2 a 
year for 5 years was allowed for each 80 rods having at least two 
living trees to each rod. Railroad companies and holders of Federal 
timber culture claims were excluded from the benefits of the act. 
This law was codified in the same year, becoming sections 2082 to 
2085. Section 2082 was then amended by the act of March 12, 1907 
(S. L. ch. 41, p. 34), which eliminated the rebate character of the allow- 
ance and provided for its payment directly from county general 
funds although no payment could be made in excess of the amount 
of real-estate taxes levied against persons applying for such payments. 



352 MISC. PUBLICATION 218, U. 8. DEPT. OF AGRICULTURE 

The act of March 3, 1911 (S. L. ch. 308, p. 552), amended the pro- 
visions concerning the proof of planting eae 2084), and the law as 
thus amended was included in the 1913 code as sections 2813-2816. 
The act of March 2, 1915 (S. L. ch. 262, p. 384), amended section 
2813 by changing the limitation on the bounty payment from that 
provided in the 1907 amendment, so that the bounty should not 
exceed the taxes levied on the particular quarter section of land on 
which the planted trees were growing. Finally the act of March 8, 
1933 (S. L. ch. 268, p. 420), repealed all four sections (2813-2816). 

Fixep ASSESSMENT LAWS — 

Lastly two other Midwestern States modified their property tax 
laws in still another way, namely, by limiting the taxable value of the 
property devoted to forest growing to the fixed sum of $1 an acre. 
These were Indiana and Iowa. 

Indiana, by the act of March 8, 1899 (S. L. ch. 256, p. 570), pro- 
vided that not over one-eighth of any tract might be set aside for 
forest growing and that, if at least 170 trees per acre, either natural 
or planted, of certain named species, were maintained and properly 
cared for, the property was to be taxed at a valuation of $1 an acre. 
Not more than one-fifth of the trees could be cut in any 1 year, and 
all trees cut were to be replaced by others so as to maintain at least 
the minimum number at all times. This act, which became a law 
without the Governor’s approval, was repealed by the act of February 
27, 1905 (S. L. ch. 49, sec. 3, p. 64), after an unsuccessful effort was 
made to draft a substitute law which would better conform with the 
requirements of the constitution. The same form of tax relief, how- 
ever, was subsequently revived by the act of March 10, 1921 (S. L. 
ch. 210, p. 567), still in force, the details of which are described 
elsewhere. 

Iowa, by the act of April 10, 1906 (S. L. ch. 52, p. 35), adopted 
most of the features of the Indiana 1899 act. This act, after being 
codified in the 1907 supplement to the 1897 code as sections 1400c 
to 1400p, was amended by the act of March 22, 1911 (S. L. ch. 65, 
p. 48), so as to admit plantation of certain additional species to 
qualify. 

EARLY EASTERN LEGISLATION 

Exemption Laws To ENcoURAGE PLANTING 

Almost simultaneously with but quite independent of the above- 
described movement in the prairie and other Midwestern States, a 
like movement was getting under way in the Northeast. Maine 
led, with an exemption law in 1872. The proximate inception of 
this action was an address before the annual meeting of the Maine 
Board of Agriculture in 1869 by one Calvin Chamberlain, a pioneer 
fruit grower and member of the board since its organization in 1856. 
He and the secretary of the board, Stephen L. Goodale, were desig- 
nated a committee to draft a memorial to the House of Repre- 
sentatives (198, Rept. 14, pp. 65-85) making such suggestions as they 
deemed important with reference to the expediency of inaugurating 
a State policy of encouraging the preservation and production of 
forest trees; likewise to call the matter to the attention of Congress. 
Their memorial was accompanied by the draft of a bill, the one which 
was ultimately passed 3 years later. 
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From the inception of the board of agriculture, however, these two 
men had been carrying on an active campaign through the board, 
to arouse interest among the farmers in the forests as modifiers of 
climate in general and especially as influences affecting agriculture. 
Thus the first annual report of the secretary of the board in 1856 
summarized the replies to a questionnaire of some 30 questions 
(198, Rept. 1, pp. 48-60), which was widely distributed to farmers 
in all parts of the State. Questions as to whether the woodlands 
were increasing or decreasing (198, Rept. 1, pp. 76-77) and as to 
the effect of lumbering upon agriculture (198, Rept. 1, pp. 168-175) 
elicited replies which indicated a keen appreciation of climatic 
influences. The 1865 report of the secretary (198, Rept. 10, pp. 
71-104) also indicates how closely new developments on the sub- 
ject were being followed, since thirty-odd pages of it were devoted 
to extended excerpts from George P. Marsh’s recently published 
Man and Nature and its chapter on woods, dealing with the influence 
of forests on climate. The New England Farmer and other publica- 
tions indicate similar tendencies through the Northeast. 

This Maine law of February 29, 1872 (S. L., ch. 66, p. 41), pro- 
vided for an exemption for 25 years, commencing within 10 years 
following the passage of the act, of any area of land from which the 
primitive forest had been removed and upon which a new forest of 
not less than 2,000 trees to the acre had been planted and cultivated 
for 3 years, on condition that the grove or plantation was kept 
alive and in thriving condition throughout the exemption period. 
This act, as codified, has since been amended by the act of March 27, 
1907 (S. L., ch. 169, p. 185), the act of March 24, 1909 (S. L., ch. 136, 
p. 148), and the act of April 16, 1927 (S. L., ch. 247, p. 232). 

Connecticut followed Maine, with the act of March 7, 1877 (S. L., 
ch. 49, p. 172), which provided for an exemption for 10 years of 
plantations of certain species of trees not less than 1,200 in number 
per acre, on land valued at not over $15 and not previously wooded, 
the exemption to begin when the trees had attained a height of 
6 feet. This law was amended by that of March 31, 1886 (S. L., 
ch. 90, p. 596), which established Arbor Day. By this law the 
exemption period was extended to 20 years and the maximum value 
of the land to $25 while certain species were added and others dropped 
from the list of approved species. A new act of August 23, 1911 
(S. L., ch. 205, p. 1479), while not repealing its predecessor, con- 
tained the same provisions and in addition vested the State forester 
with authority to determine the manner of planting and the responsi- 
bility for proper enforcement of the law. The act of May 7, 1913 
(S. L., ch. 58, p. 1666), which provided for a yield tax, amended 
code section 2320 (i. e., the exemption laws of 1877), by providing 
that exemptions thereunder should apply only to lands planted 
before January 1, 1913, thus virtually suspending its operation. 
Similarly, the act of May 26, 1913 (S. L., ch. 108, p. 1699), amended 
chapters 205 of 1911 and in addition directed that the State forester 
issue no certificates of exemption thereunder after June 1, 1913. 
By the act of June 3, 1929 (S. L., ch. 179, p. 4610), a new exemption 
law was enacted. 

Massachusetts, by the act of April 9, 1878 (S. L., ch. 131, p. 94), 
closely following the one in Connecticut, granted an exemption for 

101285 °—35——23 
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10 years for planting not less than 2,000 trees to the acre on land 
not woodland within the previous 5 years and not valued at over 
$15 an acre, the exemption to begin when the trees had grown to 
4 feet in height. This law was amended by the act of March 17, 
1880 (S. L., ch. 109, p. 71), to include all pines as well as white pine 
and then was largely reenacted by the passage of the act of Febru- 
ary 25, 1908 (S. L., ch. 120, p. 89), which also extended the exemp- 
tion privilege to include land stocked with a natural growth of 600 
trees if increased by planting to 1,200, exemption beginning after 
the trees attained a height of 2 feet. This act was codified as sec- 
tion 6 of part 1 of the act of June 12, 1909 (S. L., ch. 490, p. 543), 
an act to codify and amend the laws relating to taxation. There 
was also passed at that same session, but not included in or affected 
by the codification, the act of March 18, 1909 (S. L., ch. 187, p. 140), 
which granted a 10-year exemption to land valued at not over $10 
and well stocked with thrifty white pine seedlings having an average 
height of not less than 15 inches. However, the subsequent removal 
of trees of commercial value, other than those removed for the im- 
provement of the pine, terminated the exemption. 

The 1908 law, as codified in 1909, was finally repealed by section 
26 of the act of June 2, 1914 (S. L., ch. 598, p. 529), which provided 
for the yield tax. The 1909 law was also repealed, but somewhat 
later, namely, by the act of May 29, 1918 (S. L., ch. 257, sec. 34, 
p: 230), an omnibus act ‘‘making substantive corrections in existing 
aws’’, among them chapter 12 of the revised laws on assessment of 
local taxes. 

Rhode Island passed the act of April 8, 1878 (S. L., Jan. sess., ch. 
663, p. 94), with substantially the same provisions as the Massachu- 
setts act, which became a law a day later, except that the exemption 
was for 15 years and land up to $25 in value was eligible. That 
act was later superseded by the one of May 22, 1908 (S. L., ch. 1581, 
p. 204), also similar to the Massachusetts law of the same year except 
that a tract was made immediately eligible for exemption and only 
500 planted trees per acre were required. The tract, however, had 
to be managed under a working plan approved by the commissioner 
of forestry, and no more than 300 acres in one ownership could be 
included. ‘This act is still in effect. 

Vermont, by the act of December 7, 1904 (S. L. 17, p. 21), following 
the Massachusetts act of 1878, provided for tax exemption for 10 
years on forest plantations that were made and cared for as should 
be required by the State forestry commissioner. By the act of 
December 18, 1908 (S. L. 11, p. 9), creating the office of State forester, 
that officer was given the supervision of such plantations. The act 
of February 13, 1913 (S. L. 1912, 22d bien. sess., act 40, p. 33), one of 
the twin acts which established the yield-tax system, also amended 
it by limiting its application to plantations established prior to 
January 1, 1913, and thus practically rendering it inoperative. The 
exemption method was later revived, however, by the act of March 
26, 1923 (S. L. 19, p. 29). 

REBATE Laws 

In addition to the above exemption laws enacted by the several 
States in the Northeast, two others in that group resorted to the 
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ee different method of granting partial exemptions through tax 
rebates. 

Pennsylvania, by the act of June 1, 1887 (S. L. 173, p. 287), pro- 
vided for the annual repayment over a period of 30 years of certain 
sums of money by the counties on account of land either planted to 
not less than 1,200 trees to the acre or equally well stocked with a 
natural growth of young trees, the stand of either sort to be well 
cared for. The annual sums to be rebated during the first 10 years 
were to equal 90 percent of the annual taxes, but not more than 45 
cents per acre; those during the second decade 80 percent, but not 
more than 40 cents per acre; and those during the final decade 50 
percent, or not more than 25 cents per acre. The act permitted a 
thinning of the stand of either sort to not less than 600 trees per 
acre at the end of the first 10 years. 
A second act, that of May 25, 1897 (S. L. 70, p. 88), granted an 

annual rebate of 80 percent of all taxes, but not exceeding 45 cents 
per acre, for so long as the forest was maintained in good condition, 
on any tract of not more than 50 acres having a stand of trees averaging 
not less than 50 in number per acre, each tree being not less than 8 
inches in diameter at 6 feet from the ground. This was an effort to 
supplement the first act so as to take care of stands in the later 
stages of development. This 1897 act received a minor amendment 
by the act of April 11, 1901 (S. L. 48, p. 77), which was followed by 
the act of April 8, 1905 (S. L. 88, p. 118), replacing both acts but con- 
taining the same general provisions. This latter act was declared 
unconstitutional in 1906.° 

Meanwhile the original 1887 rebate act, which had been amended 
in minor respects by the act of March 22, 1901 (S. L. 19, p. 52), was 
superseded by the act of April 20, 1905 (S. L. 179, p. 246). This 
provided for a rebate of 80 percent of all taxes, but not exceeding 45 
cents per acre, for a period of 35 years for any tract of not over 500 
acres in a single ownership which had either been planted to not 
less than 300 trees to the acre or on which the same number of trees 
of natural growth had been preserved or which offered a combination 
of both, the stand in any case to be well cared for. This latter law, 
like its companion 1905 law, was declared unconstitutional in 1908.’ 
While the adverse decisions in the single case contested under each of 
these two rebate laws chiefly served to indicate, though not to estab- 
lish conclusively, their unconstitutionality, they did serve to dis- 
courage others from attempting to take advantage of them and thus 
hastened their becoming inoperative. 
New Hampshire, by the act of April 2, 1903 (S. L., ch. 124, p. 127), 

enacted essentially the same rebate and other provisions as were con- 
tained in the original 1887 Pennsylvania law, except that stands of 
natural growth were not included. This was reenacted, essentially 
without change, by the act of April 3, 1925 (S. L., ch. 55, p. 72), and 
is still in force. 

BOUNTIES AND PRIZES 

The only State in the Northeast to resort to bounties or premiums 
was Massachusetts, and that at an early date. By the act of February 
20, 1819 (Laws of 1819, Jan. sess., ch. 114, sec. 5, p. 182), 1t was made— 

the duty of every incorporated agricultural society to offer, annually, for a period 
of 5 years, such premiums and encouragement, for the raising and preserving oaks 

9 Tubbs v. Tioga Township, 32 Pa. Co. Ct., 504. 
10 Christley v. Butler Co., 37 Pa. Super. Ct. 32. 
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and other forest trees * * * as * * * shall seem best adapted to 
increase and perpetuate an adequate supply of ship timber, within this Common- 
wealth. 

According to Hough (192)— 

the discussion in agricultural societies and by the public journals in this State 
(Massachusetts) on the subject of forest culture, and the various economies 
relating to forest products, date further back and contain more material than those 
of any other State in the Union. 

The efforts made to promote the cultivation of forest trees by prem- 
iums date from a relatively remote period. Thus, in 1804, even before 
the act above referred to was passed, the State Society for the Pro- 
motion of Agriculture offered a premium of $25 for the best growth of 
several varieties of trees of not less than 600 in number per one-quarter 
acre and $50 similarly if all the trees were oak. 

This same society persevered in its activities and in 1876, 2 years 
before the exemption law of 1878 was passed, offered premiums of 
$1,000, $600, and $400 for plantations of not less than 5 acres in 
extent, comprising at least 2,700 trees to the acre, if made on land that 
was poor, worn out, or otherwise unfit for agricultural use. The 
awards were to be made in 1887. However, notwithstanding the 
substantial amount of these offerings, the records showed that but 
two competitors were entered for the awards. 

EARLY SOUTHERN LEGISLATION 

Only two Southern States, namely, Alabama, 1907, and Louisiana, 
1910, embarked on a program of tax exemption, and they did so only 
after that particular phase of the movement had largely spent itself 
elsewhere. Furthermore the climatic factor as a reason for seeking the 
establishment or reestablishment of forests, potent in both the Middle 
West and Northeast, exerted perhaps a minimum of influence here. 
Rather it was the economic factor of threatening timber exhaus- 
tion which was then coming strongly to the front and stimulating the 
forestry movement. 

In fact the Alabama exemption provision was contained in section 5 
of the general forestry organization act of November 30, 1907 (Laws of 
1907, spec. sess., no. 90, p. 192), and it is specifically stated that the 
exemption is oiven “in order to encourage the practice of forest 
culture.’”’ The exemption was to be for 10 years, beginning 10 years 
after the owner of a tract of land assessed at not over $5 an acre had 
entered into and operated under a contract with the commissioner of 
forestry to plant or grow useful timber thereon as prescribed by him. 
Failure properly to comply with some technical formality in the course 
of its passage however affected the validity of the entire act of 1907, 
so that the tax provision was never used and was finally amended by 
the act of September 28, 1923 (S. L., Act 486, p. 638), which substituted 
a yield tax for the exemption provision. 
‘Louisiana, in revising its general forestry law of 1904, passed the 

act of July 7, 1910 (S. i 261, p. 446). Init was introduced for the 
first time, as section 13 thereof, a provision for forest-tax relief. 
This was framed on the line of the Pennsylvania yield-tax legislation 
then for several years under consideration but with the yield- tax 
portion omitted. This omission evidently was necessary because of 
constitutional restrictions, since subsequently the yield tax was adopted 
in a separate act after amendment to the constitution had been 
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effected. Thus the principle, as so enacted and continued in force for 
more than 15 years, was in effect one of straight exemption. As first 
enacted in 1910 a nominal taxable value of $1 an acre was allin the way 
of taxation that was required, as in the case of the Indiana 1899 law 
and the Iowa 1906 law. However the owner of lands which were 
otherwise suitable, i.e., were cut over and not valued at more than 
$5 an acre, had to enter into a contract with the State to reforest his 
lands and care for the growing forests under State supervision for a 
stipulated term of years not to exceed 40. In 1920 the whole law was 
extensively rewritten and reenacted by the act of July 8, 1920 (S. L. 
232, p. 386). The taxation provision then became section 11 in the new 
act and was modified in several particulars. Thus cut-over land 
valued as high as $10 an acre, instead of $5, could be classified, but 
instead of being given a nominal fixed valuation of $1 an acre for taxa- 
tion purposes during the contract period, its value was fixed at its 
actual value at the time of classification but with a minimum value of 
not less than $5 an acre. Also a minimum contract period of 15 years 
was provided, while leaving the maximum at 40 years as formerly. 

Since there was a strong element of doubt as to the constitutionality 
of suspending the operation of the property tax by means of a contract 
in the case of these reforestation tracts, the legislature by the act of 
July 8, 1920 (S. L. 180, p. 290), provided for the calling of a constitu- 
tional convention to convene in 1921 to consider this and other con- 
stitutional matters. The amended constitution agreed on at this 
convention was adopted June 18, 1921, to become effective July 1 of 
that year. Among the amendments was one specifically authorizing 
the fixing by contract of taxable valuations on specific tracts of land 
for the duration of the agreements under terms prescribed by law. 

The act of July 13, 1922 (S. L. 90, p. 161), reenacted the conserva- 
tion law of 1920 and materially changed section 11. It admitted to 
classification cut-over lands valued at from $3 to $8 an acre, instead of 
$5 to $10, for an initial contract period of not over 15 years, subject 
to 1 renewal for 5 years. The taxable valuation of the land at the 
outset was to be fixed at its then actual value only for the first 10 
years of the contract period. A revaluation was then to be made, to 
to give effect to any changes in value that might have taken place, 
including that due to the growth of the young forest. Similarly a 
new assessment was required in the event that the contract was 
renewed at the end of the 15-year period. 

The next legislature again revised the conservation law including 
section 11, by the act of July 10, 1924 (S. L. 71, p. 106). By this 
revision the contract period was restored to a maximum of 40 years 
as in the original 1910 provision and the practice of fixing the valua- 
tion at the outset for the entire contract period was likewise restored. 
By the acts of July 8, 1926 (S. L. 120 and 121, pp. 185-186), two 
additional changes were effected. Act 120, without changing the con- 
tract period, provided that any timber grown on land which had been 
under contract should be free from all other taxation than the yield 
tax for a period of 50 years, without regard to the length of the 
particular period for which the land was under contract. The second, 
act 121, authorized the revision of those contracts made under the 
very much circumscribed provisions of the 1922 law so as to conform 
with the more liberal ones of the 1924 amendnient. 
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LATER EFFORTS 

ORIGIN AND DEVELOPMENT OF THE YIELD-TAX IDEA 

The above exemption, rebate, and bounty laws, aiming at the 
encouragement of forests established chiefly by planting rather than 
the perpetuation of those derived from natural seeding, cover the 
activities of the States initiating action in this field in what may be 
called the early regime, i. e., up to and including the year 1910. 
Acts of the same sort initiated subsequently belong chiefly to the more 
modern regime, wherein a different type of law prevailed. They will 
be considered in their proper place therein. 

The efficacy of these laws of the earlier regime came under adverse 
scrutiny shortly after the forestry movement was crystallized by the 
organization of State or Federal forestry departments and the engage- 
ment of the services of technically trained foresters. Thus as early as 
1888 the late B. E. Fernow, at that time the leading technical authority 
in the country and chief of the then Division of Forestry of the United 
States Department of Agriculture, openly opposed such tax exemption 
legislation. In an address (185, pp. 52-57) outlining an adequate legis- 
lative program at a forestry convention held in Michigan preparatory 
to recommending the establishment of a State forestry department 
he said, after discussing other more important features of such a 
program: 

There still remains to be considered the legislation of direct encouragement to 
tree planting. This, in my opinion, is the last to be attempted, the most difficult 
to devise and execute, the most harmful to the morals of a community if not 
properly framed and cuarded * * * JT said to the Pennsylvania Board of 
Agriculture the other day: ‘‘The provision of your recent law [the rebate law of 
1887], which will allow me a release of taxes for three decades of 45 cents, 40 cents, 
and 25 cents per acre at the highest, does not even encourage me to undergo the 
trouble of asking for it, although I have some 4,000 acres which I could bring 
under the provisions of thelaw.” * 

Exemptions and similar devices nevertheless continued for many 
years to be resorted to by numerous States, as has already been shown. 
These efforts at least served as gestures of encouragement while 
promising to be much less expensive, though obviously less effective, 
than the means Dr. Fernow then favored as a substitute, namely, the 
widespread distribution, free or at nominal cost, of forest planting 
stock. 

Meanwhile the idea of employing some form of tax relief as an 
encouragement of forestry would not down and was finding a new 
avenue of expression. In some localities timberland owners were 
complaining of impositions by the local tax authorities, and some 
went so far as to contend for a change of some sort. Such was the 
case in Michigan at about the time the State forestry work was being 
organized. About 1890, according to the late Filibert Roth, John J. 
Hubbell, then chief engineer of the Manistee & Northeastern Railroad, 
a one-time land surveyor and timber cruiser, began to agitate for a 
new form of taxation, one that was destined to claim the serious 
attention of the entire country for upwards of a generation at least 
after his time. While his earliest pronouncements on the subject are 
not now readily available in print, the Michigan Forestry Commission 
ihe p. 27) made reference to Mr. Hubbell and his proposals as 
follows: 
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In an exhaustive article by J. J. Hubbell of Manistee, than whom there is no 
better authority in Michigan on matters of reforestation, we find the following 
practical suggestions concerning the assessment of property and taxation of 
timber and timber lands: 

The excerpt that followed ran in part thus: 

* * * JT would advocate a separation of stumpage values from the value of 
the lands upon which they stand. * * #* 

By such a division the land itself could be assessed and taxed * * * The 
timber itself I would have exempt from all taxation as long as it is left 
standing. * 

As to the final tax upon timber, I would place the entire amount upon it at the 
time of cutting, and which for further convenience I will call the ‘‘ cutting tax.” 
I do not feel competent to say what this cutting tax should be, but it ought to be 
based upon a fixed pro rata of the stumpage value of the timber cut, and for the 
purpose of illustration I will place it at 10 percent as a maximum rate." 

Mr. Hubbell then went on to point out that to impose the maximum 
rate immediately after the enactment of such a tax law as he proposed 
would be manifestly unjust and to suggest a sliding scale of rates 
beginning at 2 percent in the first year and increasing by 2 percent 
each year until the maximum rate was attained. He estimated that 
such a law would net the State a revenue of $800,000 annually, 
besides preventing discrimination against nonresident owners, extend- 
ing the life of the then mature forests, and taking away from the 
timberland owners the excuse that they were forced to cut as rapidly 
as possible to avoid excessive taxation. 

Mr. Hubbeil was apparently the most persistent and the most 
esteemed among those proposing forest-tax plans, judging from the 
frequency of references in the State reports over a period of years. 
But he was not alone. The Indiana law of 1899, for example, had its 
adherents and was published in the same Michigan booklet (202, 
p. 88) from which the above quotation from Hubbell was taken. The 
1905-6 report of the Michigan Forestry Commission (203) contained 
several references to forest taxation. Mr. Hubbell was called upon at 
two different sessions of the Michigan Forestry Association meeting 
to discuss the subject. In one of these talks (203, Rept. 1905-6, p. 120) 
he discussed his plan of a separate land and timber-cutting tax and in 
the other (203, Rept. 1905-6, p. 114) made the significant statement 
that— 

If you are going to bring up the subject of taxation, bring it up for the whole 
State, applicable to the lumberman and the farmer and have it on the same basis. 

In addition to Mr. Hubbell, the president of the association, John H. 
Bissell, offered an entirely different plan (203, Rept. 1905-6, pp. 80-82), 
which he summed up thus: 

The rule should be: 

The assessment of all real estate by itself and without reference to improve- 
ments of any kind or any growing crop thereon—farm or forest—at the fair cash 
value of similarly situated and constituted neighboring lands; the growing crop 
not to be assessed for taxation; the improvements to be assessed separately. 

Alfred Gaskill, representing the United States Forest Service, in 
an address given at another session of the association (203, Rept. 
1905-6, p. 117), on the relation of the Forest Service to State work in 
forestry, discussed the proper legislation with reference to fire protec- 
tion and a suitable method of taxation “‘to stimulate planting rather 
than induce the rapid demolition of timber areas.’”’ The report also 

11 The excerpt appears to have been taken almost verbatim from Mr. Hubbell’s paper (193). 
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contains two other items on forest taxation. One quoted Arthur Hill, 
of Saginaw, a lumberman, who favored an amendment to the tax 
laws to provide for a “‘flat rate per acre for a long term of years” 
(203, Rept. 1905-6, p. 153). The other quoted the secretary of the 
Indiana State Board of Forestry on the activities in that State in 
preparing a tax-rebate bill to take the place of the earlier (1899) 
Indiana law, which meanwhile had been considered to be unconsti- 
tutional (203, Rept. 1905-6, p. 154). 

The Michigan Forestry Commission report of 1907-8 (203) carries 
the account of the Great Lakes Forestry Conference and of the meeting 
of the Michigan Forestry Association, at both of which meetings forest 
taxation was extensively discussed. At the first-mentioned meeting 
such nationally prominent men as Filibert Roth, B. E. Fernow, then 
of Ontario, Pres. Charles R. Van Hise, and Dean H. L. Russell, of 
the University of Wisconsin, and A. C. Shaw, of the Federal Forest 
Service took part, along with members of the Michigan Constitutional 
Convention’s Committee on Public Lands and Reforestation and the 
legislative Forestry Commission of Inquiry. At the second of these 
meetings, besides Prof. Roth and Dr. Fernow, several local timber- 
land owners spoke on the subject of forest taxation. One of these, 
Charles W. Ward, submitted a plan (203, Rept. 1907-8, p. 81), which 
seemingly embodied Mr. Hubbell’s proposed change in the method of 
taxation but limited its scope of application.” Instead of Hubbell’s 
broad objective classification, embracing all forests as such, it intro- 
duced a subjective classification based on a specific mental attitude 
of each individual owner toward his forest, namely, whether or not 
he would elect to place it under State forestry supervision. Oddly 
enough this subjective classification in the end prevailed, not only 
in Michigan but elsewhere. 

A parallel campaign, having the same yield-tax objective as in 
Michigan but sponsored initially by a group of Federal and State 
forest officials—technical foresters and, for the most part, members of 
the Society of American Foresters—was inaugurated around the turn 
of the century. The two branches of the movement seem however 
to have been quite independent of each other, except that on occa- 
sions several of the more active men in the technical group, like Dr. 
Fernow, A. C. Shaw, and Alfred Gaskill of the Federal Bureau of 
Forestry, and E. M. Griffith, State forester of Wisconsin, were invited 
to address some of the Michigan meetings. Aside from Michigan the 
efforts of this group focused most directly on the State activities in 
Wisconsin and Pennsylvania, as will be brought out subsequently. 
The discussions by this group further served to bring the question 
before the public in a general way and undoubtedly were influential 
in*leading to the decision of the National Conservation Commission 
to have a thoroughgoing study made. This was undertaken by the 
United States Forest Service through the employment of Fred R. 
Fairchild, of Yale University, the results appearing as a part of the 
Commission’s report (101). 

12 A fuller report of Ward’s proposal was printed in the American Lumberman (2/4). Subsequently, an 
article by Ward in the same journal (215) indicates that the plan he proposed in 1907 arose from his own 
independent thinking on the subject over a period of years and was not an adaptation of Hubbell’s proposal. 
In this 1911 article he said: ‘‘There has been in my mind for many years, even as far back as 1882, a fair 
method of assessing timber holdings.’’ This consisted for mature forests of (1) an assessment under the 
property tax of the soil value as unimproved agricultural land and (2) a levy of a specific tax on each 1,000 
board feet of lumber, or its equivalent in other products, upon the standing timber being cut and manu- 
factured; and for all newly planted land exemption from all ad valorem taxes and, in lieu of such, a specific 
tax of 5 or 10 cents an acre each year until the planted trees could be brought to maturity when the exemp- 
tion and annual specific tax would cease and the property be taxed as proposed for matured forests. 
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Before proceeding to chronicle the efforts of the several other 
States which pioneered the yield-tax movement along with Michigan, 
brief mention should be made of a number of individuals who helped 
to crystallize public sentiment on the subject prior to the publication 
of the Fairchild report. These were, in addition to those mentioned 
elsewhere, arranged according to the chronology of their first published 
contributions: C. A. Schenck, 1899; C. W. Weld, 1902; Ernest 
Bruncken, 1903; Alfred Akerman, 1905; D. H. Darling, 1907; C. H. 
Goetz, 1907; E. G. Cheyney, 1907; G. E. Ames, 1908; T. B. Walker, 
1908; and James B. White, 1908. 

Pennsylvania, although fifth in the order of actual enactment of a 
forest yield-tax law, was among the first of the Eastern States to 
consider such a step. Its earliest stirrings of record date from the 
publication in 1892 of Primer Series No. 3 by Joseph T. Rothrock, the 
State’s pioneer forester (210). This publication, by the way, is the 
earliest of record in the United States on the yield-tax idea. The 
legislative program that was finally successful in 1913 was first 
introduced in the 1907 session and at each intervening session there- 
after. The bills, of which there were three, were originally drafted 
by Simon B. Elliott, of the State Forestry Reservation Commission. 
Furthermore, Mr. Elliott had a contribution on the subject of forest 
taxation in the report of the State Department of Forestry for 1905-6 
(184), in which he advocated the separate taxation of land and timber, 
the land to continue subject to annual ad valorem taxation and the 
timber to be subject to a tax only when cut, at a rate of not over 2 
percent on its value. In a note appended to this article the author 
pointed out that Joseph T. Rothrock, the first commissioner of 
forestry, had anticipated him by many years in advocating such a 
tax plan in the report of the State Board of Agriculture for 1894 
(211). The 1905-6 report (209), in addition to Mr. Elliott’s article, 
refers to other sources which the department had found helpful in its 
consideration of this subject, as follows: The report of the committee 
on forest taxation authorized by the Massachusetts Legislature in 
1905 and the investigation made by Alfred Gaskill under the direction 
of the Federal Forest Service, which was incorporated in the paper 
on the yield tax which he presented before the Society of American 
Foresters in December 1904 (190). It is interesting to note, in this 
connection, that filed with the original Gaskill manuscript is a mime- 
ograph copy of a draft of An Act for the Taxation of Woodlands, pre- 
pared by the author, with the State of Pennsylvania used for ‘illus- 
tration. Furthermore several of the features original with this draft 
appear in the subsequent Pennsylvania bills and acts as finally passed. 

Massachusetts was also among the first to investigate the possibil- 
ities of getting away from the unsatisfactory exemption type of 
legislation. Delay in adopting the new principle, however, was 
doubtless attributable chiefly to the fact that, whereas the Massa- 
chusetts Constitution very closely circumscribed the legislative power 
concerning taxation, the constitutions of the States which enacted 
such laws with little delay gave their legislatures sufficient latitude to 
enable them to adopt the yield tax without first seeking a constitu- 
tional amendment. 

The very first report of Akerman, the first State forester of Massa- 
chusetts (177, Rept. 1, p. 6), covering the last 5 months of 1904, 
announced the fact that the subject was being considered but would 
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have to be further investigated before definite recommendations 
could be made. The second annual report (177, Rept. 2, pp. 7-9), 
showed that the Governor in his inaugural address had recommended 
that laws be enacted providing for a fairer system of taxation for 
forest lands, that a bill on the subject had been introduced, that the 
legislature for lack of time to investigate the matter thoroughly had 
failed to pass the bill but had adopted a resolution authorizing such 
an investigation, and that a committee, of which the State forester 
was a member, was hard at work collecting, translating, and examin- 
ing the forest- tax laws of foreign countries and those of the States 
that had any laws on the subject. The report of that committee to 
the legislature of 1906 (199), which was referred to the next (1907) 
session for action, presented both the data on foreign laws and a 
program intended to embody the essential principle “of the foreign 
laws but in such a way as to be in harmony with the prevailing system 
of taxation in Massachusetts. It called for the valuation of land as 
if there were no forest, to which value would be added the value of 
the average annual cut which the forest thereon might bear without 
over-cutting, the sum of the two to be the total assessment for annual 
property taxation. The recommendation came to naught, in part 
because the plan proposed did not sufficiently harmonize with con- 
stitutional limitations and in part, perhaps, because of a change in 
the forestry administration, by which both the State forester and the 
assistant State forester who had sponsored the proposal were replaced 
by those who had no special interest in the tax plan. 

The constitutional amendment question, which was essential to 
whatever forest-tax plan was to be adopted, first came up directly in 
connection with a commission authorized under chapter 142 of the 
Resolves of 1909 (S. L. p. 921). This commission was charged with 
investigating (1) whether it was desirable to classify property (in 
general) for purposes of ta:ation, (2) if so, would it be necessary to 
amend the constitution in order to permit such classification, and (3) 
was it desirable to amend the constitution. The action was precipi- 
tated by the recommendation of a 1907 commission, namely, that 
intangible personal property be segregated from the general run of 
property and be liable only to a tax of 3 mills on the dollar of full 
valuation, which proposal, when submitted to the supreme judicial 
court for an advisory opinion, was declared to be unconstitutional. 
The forestry interests thus embraced the opportunity to join forces 
with those interested in the classification of intangible property to 
urge a general classification amendment to the constitution. It is 
interesting to note that representatives of the Massachusetts Forestry 
Association, and others who appeared before the commission in behalf 
of forestry, ‘advocated the yield tax instead of the increment tax plan 
proposed by the 1905 Massachusetts commission. 

The resulting report (200) to the legislature, however, in summing 
up as to the advisability of classification, held that— 

the case of forestry, therefore, does not impress the commission as one that can 
be dealt with satisfactorily by a change in the tax laws under the proposed con- 
stitutional amendment. 

It furthermore opposed the general principle of classification and 
advised against the proposed amendment. Following this sere in 
1910 Governor Foss, in a special message of May 17, 1911 (S. L 
pp. 1198-1210), dealing with various phases of the taxation situation, a 
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urged the adoption of a special constitutional amendment solely to 
authorize suitable forest taxation. Such an amendment was there- 
upon prepared and approved by that and the succeeding legislature 
(S. L. 1911, pp. 1106-1107; S. L. 1912, ch. 115 of the Resolves, p. 919), 
and was then ratified by popular vote at the general election in No- 
vember 1912. 

Thereupon the 1913 legislature, by chapter 131 of the Resolves of 
1913 (S. L. pp. 1180 and 1181), provided for a commission to recom- 
mend the kind of legislation that should be adopted. The report of 
this commission (201, p. 12) found— 

that the proper method of forest taxation has been the subject of much investiga- 
tion in the United States, and that fortunately there is complete agreement con- 
cerning the principles that should govern such taxation— 

citing in this connection a considerable number of reports of State and 
Federal investigations, all of which, except the Massachusetts report 
of 1906, advocated the yield tax. 

The unique feature of this 1914 report and the bill that was drafted 
and later enacted by the legislature was the so-called ‘‘commutation 
tax.” This was a property tax to be paid annually in addition to the 
tax on the bare land in those cases where a forest had been established 
on the land and was already large enough to be subject to taxation 
at the time of classification under the yield-tax law. Its purpose was 
to prevent, as a result of the change in tax system, a reduction in the 
current revenue of the local community up to the time when such forest 
would ordinarily be cut. On the other hand, it aimed also to protect 
the forest owner from having the assessments on such forest increased 
from time to time while it was growing to maturity, as would other- 
wise be the case under the property tax. In compensation for the 
payment of such commutation tax, the rate of yield tax finally to be 
levied on such forest when cut was to be correspondingly less than 
that which applied on the cut from property which never had been 
subject to the commutation tax. In this manner it was intended to 
equalize the total tax burden on the two classes of forest property. 

Although New Hampshire even now is without a yield-tax law, it is 
of historical interest to note that in few if any States have the forestry 
interests made more persistent and long-continued efforts than in New 
Hampshire to obtain a constitutional amendment releasing forest 
property from the rigid application of the proportional requirement 
of ad valorem property taxation. Forest ta :ation first came up for 
detailed discussion in 1906 in the report of a general study by Lyford 
and Margolin of the Forest Service (197, pp. 204-208). This was 
promptly followed by a study of the forest-tax situation by J. H. 
Foster, then of the United States Forest Service, in 1907, in which the 
adoption of a yield tax was recommended (186). The proposal and 
bill for carrying it into effect, having failed to receive the approval 
of the legislature, was laid before the consitutional convention held 
in 1912, and the convention’s approval of an amendment of the con- 
stitution was obtained (207). This amendment provided not only 
for forest taxation but for the classification of money at interest and 
the levy of a tax on incomes received from stocks of foreign corpora- 
tions and money at interest, except money on deposit in savings banks. 
It, however, failed of ratification by scarcely 700 of the required two- 
thirds of the popular vote, although getting a majority vote (207, 
p. 584). 
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In 1914 J. H. Foster, then professor of forestry at New Hampshire 
State College, made a further study for the State Forestry Commis- 
sion, bringing his 1907 study down to date (187, pp 474-480). In 
1918 another convention was assembled, and a forest-tax amend- 
ment among others was again introduced. However, the convention, 
without acting on any proposals, adjourned almost immediately sub- 
ject to call after the clese of the war. Reconvened in 1920, the forest- 
tax proposal was reintroduced, but, after being debated at great 
length, was defeated in the convention. The convention was again 
reconvened in 1921, without taking any action. Finally, in 1923, the 
convention approved a general tax amendment, which simply author- 
ized the legislature to impose and levy assessments and taxes with no 
other restriction than that they be reasonable. The adoption of 
forest, income, gasoline, and other ferms of taxation, other than the 
uniform ad valorem property tax, would thus have been possible. 
This amendment likewise failed of ratification by popular vote. 

At this same time two different organizations had special commit- 
tees investigating the subject. The New Hampshire Farm Bureau 
Federation committee included forest taxation as a part of its farm 
taxation program (207a) while the New Hampshire Civic Federation 
committee gave exclusive attention to forest taxation (206a). In 
1927 the legislature provided for a recess tax commission, which latter 
reported a comprehensive tax program to the 1929 legislature (208). 
This included an optional forest-yield tax, as well as an income tax and 
certain corporation and other business taxes. Because of the doubtful 
constitutionality of the forest-yield tax and income-tax features, 
among others, the legislature referred the program to thesupreme 
court for an advisory opinion before undertaking to enact this 
program. This opinion was in the main favorable to the entire pro- 
gram, provided certain modifications suggested by the court were 
adopted. One of these was to eliminate the optional feature from the 
proposed forest-yield tax law and make it applicable to all immature 
forests instead of to only a part of them as would otherwise be the 
case. This imposed condition introduced a fiscal difficulty into the 
yield-tax situation, because of its adverse effect on current revenues 
of many local communities, to offset which the State has as yet to 
find a generally acceptable means. 

Wisconsin was another State that early investigated the possibilities 
of the yield tax as a way out of its forest-tax difficulties. The second 
annual report of the State forester (Griffith (191)), submitted Decem- 
ber 1, 1908, contained several references to the subject. Among 
these was the taxation resolution adopted at the Lake States Forestry 
Conference, called at the suggestion of Griffith, held at Saginaw, 
Mich., November 1907, as follows: 

It is the sense of this conference that lands containing forests should be taxed 
in the usual manner so far as the land is concerned, said land to be assessed as if 
it contained no timber; but the forest products should be assessed and taxed only 
when they are cut and removed, and then in an appropriate manner (191, p. 97). 

The State forester’s report also contained a detailed discussion of 
the subject, which concluded with the draft of a proposed yield-tax 
bill (191, pp. 93-95). The latter, as indicated in the report, was 
prepared as the result of a resolution cf the Wisconsin Timberland 
Owners’ Association, requesting that the » forestry department prepare 
such a bill. Subsequently, in 1910, the State forestry department, in 
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cooperation with the United States Forest Service and the State tax 
commission, sponsored a thorough-going field study conducted by 
Alfred K. Chittenden and Harry Irion, of the Forest Service, the 
results of which were published in a bulletin of the State forestry 
department (181). Nothing came of this effort, since shortly after- 
ward the local forestry movement became involved in a constitu- 
tional difficulty, and the State’s forestry work languished for several 
years. Prior to the adoption of the present law, the State constitution 
had to be amended. This action was instituted by the successive 
adoption of a joint resolution of both houses of the 1925 (S. L., 
Joint Res. 61 and 62, p. 725) and 1927 (S. L., Joint Res. 13, p. 972, 
certificate, pp. 1005-1006) legislatures. 'The amendment was ratified 
at the judicial election on April 5, 1927. 
Washington is another State that began early to seek the adoption 

of the yield tax, though its struggle came to a successful issue only 
after a score of years. In 1910, Gov. M. E. Hay, of Washington, at 
the suggestion of the Washington Conservation Association, appointed 
a Washington State Commission on Forest Legislation. Francis G. 
Miller, then dean of the University of Washineton Forest School, was 
chairman of the subcommittee on forest taxation which recommended 
a constitutional amendment.” In 1912 the United States Forest 
Service undertook a detailed study of forest taxation in Washington 
under the direction of Professor Miller (204). Neither one of these 
efforts progressed to the legislative stage. In 1921 the Washington 
State Forestry Conference was organized, and, among others, a com- 
mittee on taxation was named. By the time of the fourth annual 
conference in October 1924 the committee had evolved a definite 
legislative program in the shape of two bills, one for a constitutional 
amendment and the other for a law. These were introduced into the 
special session which convened in November of the following year. 
The first of these, the constitutional amendment, was passed by both 
houses (S. L. Extraord. sess., 1925-26, ch. 110, pp. 169-171) but 
failed of ratification at the succeeding general election in November 
1926. The bill for a law, having been introduced for its educational 
effect in helping the passage of the constitutional amendment, was 
withdrawn before it came to a final vote. Following this defeat, the 
conference did not again risk alienating the support of other interests 
likewise in need of constitutional tax relief by sponsoring a special 
amendment applying only to forests, but joined hands with these 
other interests and supported a general classification amendment 
(S. L. 1927, ch. 180, pp. 213 and 214). This amendment failed of 
ratification when first submitted, at the general election in 1928, but 
was finally adopted in a somewhat modified form (S. L. 1929, ch. 191, 
pp. 499 and 500) by the general election of 1930. 

Connecticut was the last of the pioneer States to investigate at 
some length the possibilities of the yield tax before enacting that 
principle He law. ‘The groundwork was laid by the act of May 2, 
1911, (S. L., ch. 45, p. 1034), which provided for the appointment of 
a commission to investigate forest taxation. Three of the six members 
of this commission were technical foresters and therefore in touch with 

13 WASHINGTON STATE COMMISSION ON FOREST LEGISLATION. REPORT . . . SUBMITTED TO THE 
GOVERNOR. November 16, 1910. Analytical index to recommendations, 43 pp. + pp. A to H (appendixes 
A and B); the report of the commission, pp. 1-8, appendixes C to G, covering the reports of five subcommit- 
tees, pp. 9-68 and appendixes H and I, pp. 69-99), pp. 7-8, and 49-87 being on forest taxation. [Mimeo- 
graphed. ] 
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the yield-tax movement, which had been engaging the attention of 
the profession for fully a decade and had been the subject of two inves- 
tigations conducted under the direction of the United States Forest 
Service, the first by Alfred Gaskill in 1904 and the second and more 
comprehensive by Fred R. Fairchild, of Yale University, in 1909, as 
previously noted. The report of this Connecticut commission (183) 
contained among other things a discussion and outline of legislation 
recommended by the commission and an additional contribution by 
Professor Fairchild on forest taxation in Europe. 

THE RECENT STATE LEGISLATION 

There follows a description of the legislation which grew out of 
these various preliminary yield-tax discussions and investigations 
which have been recounted. These State laws are arranged chrono- 
logically according to the time each State enacted its first yield-tax 
law, although subsequent enactments in the same State are discussed 
before taking up the laws of another State. 

The Michigan act of April 25, 1911 (S. L. 135, p. 195), was almost 
a verbatim copy of the 1899 Indiana $1-an-acre assessment law, to 
which was added a provision imposing Hubbell’s cutting tax, the latter 
having since come universally to be called a yield tax. T he points of 
departure of this law from its Indiana prototype were all on the side 
of restricting its application. Thus the area that could be set aside 
by the owner as a private forest reserve could not exceed one-eighth 
of a tract of 160 acres; furthermore half of the main tract had to be 
improved and devoted to agriculture. The rate of yield tax estab- 
lished by this law was 5 percent. Thus the first of this new type of 
forest-tax legislation, which was thereafter to claim and hold public 
attention for a generation or more, fell far short of the complete 
program advanced at the inception of the campaign 20 years earlier. 

Michigan followed its initial law with two others after considerable 
intervals. The first of these, the act of April 17, 1917 (S. L. 86, p. 
155), resembled so closely the general make-up of the initial one that 
it was generally accepted as a mere refinement of it and intended to 
repeal and replace it. However, both laws are given in full in the 
Compiled Laws, 1929 (see secs. 5735 to 5757). In 1925 Michigan 
broadened its treatment of the subject by passage of the act of 
April 24, 1925 (S. L. 94, p. 126), which provides for applying the yield 
tax to commercial forest property. This act, which was patterned 
chiefly after the Pennsylvania 1913 law, has since thrice been amended, 
namely, by the acts of April 30 and June 2, 1927 (S. L. 86, p. 121, and 
390, -p: 855), and that of May 28, 1931 (S. Ai 199, p. 326). 

In point of time New York was the first State to follow the Michigan 
lead in yield-tax legislation. The phraseology of the legislation, 
however, gives no indication that New York followed Michigan in 
that respect. Quite the contrary, in fact. Nor do the State reports 
of that period indicate even the approximate origin of the movement, 
the subject being only rarely and casually mentioned. However, the 
Pennsylvania forestry report for the years 1912-13 (209, Rept. 1912- 18, 
pp. 23-24), in commenting on its own success in finally passing a 
yield-tax law after 6 years of ‘patient effort and education”, mentions 
that “the idea (embodied in that law or rather group of three laws) 
has been thought so good that it has been followed in the States of 
New York and Louisiana.” Thus, New York, although taking its 



FOREST TAXATION IN THE UNITED STATES 367 

yield-tax ideas from the bills which Pennsylvania had been considering 
for several years, was first to enact them into law. 
New York in 1912 enacted a trio of forest-tax laws, two embodying 

the yield-tax principle and the third a typical exemption law of the 
old regime. The two yield-tax laws were complementary, one dealing 
with forests on denuded and waste lands up to 100 acres in extent 
and the other dealing with those on wood lots up to 50 acres. Each 
of these amended the tax law by adding new sections, 16 and 17, 
respectively, thereto. The first was the act of April 10, 1912, and 
the second the act of April 15, 1912 (S. L. v.1, ch. 249, p. 469; ch. 363, 
p. 710). In neither case could lands within certain specified zones 
surrounding cities or towns of designated size be c assified. In each 
case lands bearing a natural forest growth as well as forest plantations 
were eligible. Under both sections the owners were required to enter 
into written agreements with the State to submit to State forestry 
supervision and direction, the requirements under the wood-lot 
section being the more rigorous. 

Under section 16, where land was denuded and waste, at least 800 
trees to the acre were to be planted, whereas if there were a partial 
stand of trees or brush, underplanting at the rate of at least 300 trees 
to the acre was required. For a period of 35 years after planting or 
underplanting, all forest value, as well as all land value of the planted 
land and half the land value of the underplanted land, was to be ex- 
empted from taxation. Thereafter no further tax concession was to 
be granted to the land values of either class or to the forest values on 
the underplanted lands. However, if the trees on the planted lands 
were kept growing for an additional 5 years, thinnings for the purpose 

_ of increasing the rate of growth being permitted, the exemption of the 
timber value was to be extended for that additional period. But in 
the event that cutting for purposes other than increasing the growth 
were made within the 5-year extension period, a yield tax of 5 percent 
of the stumpage value of the timber cut was to be collected. After 40 
years the planted timber as well as the land was to become fully tax- 
able under the general tax laws. 

Under section 17, the wood-lot yield-tax section, the land value was 
to continue to be assessed and taxed according to the existing pro- 
visions of law, except that the valuation was in no case to exceed $10 
an acre, while the forest value was to be exempt therefrom for so long 
as the owner continued suitably to manage his forest. Then, in lieu 
of the annual tax from which such forest was granted exemption, the 
timber when cut was to bear a yield tax of 5 percent on its stumpage 
value. 

The third of the trio of acts, the straight exemption law, was the act 
of April 16, 1912 (S. L. v. 2, ch. 444, art. 4, sec. 89, p. 907), which 
amended the conservation law (ch. 65 of the Consolidated Laws) by 
adding a practically new article on forests (art. 4). This provision 
was concerned only with tracts of 5 or more acres of waste, denuded, 
or wild forest lands unsuited for agriculture, having a value of not 
more than $5 an acre. Owners of such land might enter into an 
agreement with the State to reforest or underplant the existing forest 
or brush on such land in the amount and manner to be prescribed as 
well as to care for and maintain the forest for a period of 35 years. 
The agreement so entered into was to be recorded in the office of the 
county clerk and its provisions were deemed to be covenants running 
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with the land for the stated period. During such period the assessors 
were not to assess the trees and timber at all or the land at a greater 
value either than that of the land for the last 5 years, if separately as- 
sessed during any part of that period, or than that of other similarly 
situated lands of the same sort that were separately assessed. Fur- 
thermore the right to both exemption and fixed assessment was de- 
clared to be inviolable and irrevocable as a contractual obligation of 
the State so long as the owner complied with the conditions imposed 
on him during the specified period. The act of May 9, 1916 (S. L. v. 
2, ch. 451, p. 1189), repealed and replaced article 4 of the conservation 
law, the former tax exemption section carrying over into the new 
article as section 57. 

This group of New York laws remained on the statute books for 
several years to very little purpose; they were finally ail three re- 
pealed and a new section 16 of the tax law enacted by the act of April 
23, 1926 (S. L., ch. 610, p. 1088). This new section was patterned on 
the revised Massachusetts yield-tax law of 1923. It was much more 
limited in scope than that law, however, since it applied only to plan- 
tations established subsequent to January 1, 1921. On the other 
hand it increased the maximum allowable volume of growing stock 
per acre that could be carried from 25,000 board feet of softwoods or 
8,000 of hardwoods (or their equivalent in cords) to 40,000 board feet 
for softwoods and 20,000 board feet for hardwoods. A minor amend- 
ment of this section was made by the act of March 30, 1927 (S. L. 
ch. 431, p. 1088), namely, the elimination of any restriction as to the 
location of a tract within certain distances of towns and cities of dif- 
ferent sizes. The section was again amended by the act of April 17, 
1930 (S. L. ch. 572, p. 1062), by which the time restriction was re- 
moved, so that a plantation made any time in the past could qualify, 
rather than merely those that were established since January 1, 1921. 
Also, as to the valuation which should be placed on the land from 
year to year, the assessors were restricted to that which the land had 
at the time of coming under the provisions of the section. The 
act of April 9, 1931 (S. L. ch. 346, p. 779), amended the section again, 
so as to extend its provisions to cover not only planted and under- 
planted forests but those of natural origin as well. Finally the act 
of April 26, 1933 (S. L. ch. 470, sec. 24, p. 1022) changed the number 
of this section from 16 to 138; this is the law as it now is. 

Vermont was the third State to fall in line in the adoption of the 
yield-tax type of forest-tax law. Like New York, it anticipated and 
patterned its legislation on that of another State, namely, Connecti- 
cut, that did not get around to acting thereon until somewhat later. 
Vermont passed twin acts, one of February 13, 1913, and the other 
of February 22, 1913 (Laws 1912, 22d bien. sess., Act 40, p. 33; Act 
41, p. 34). The first of these concerned lands with forests not over 
15 years old, and the other, those with older forests.“ These laws 
were somewhat amplified and codified by the act of April 4, 1917 
(S. L. 254, entitled ‘‘The General Laws of Vermont of 1917”). They 
were again amended by the acts of March 11 and April 9, 1919 (S. L. 
28, p. 34; 29, p. 35), chiefly in the matter of administrative proce- 
dure of appraisals and the appeal therefrom. Impatient at their 
apparent ineffectiveness to encourage the private practice of forestry, 
Vermont, while leaving these yield-tax laws on the statute books, 

144A ct 40 also limited the application of the exemption aet of 1904, as elsewhere noted. 
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reverted to the exemption methods of the old regime and enacted 
the act of March 26, 1923 (S. L. 19, p. 29). These three Vermont 
laws, being still extant, are described elsewhere (pp. 400-401). 

Connecticut was the fourth State to adopt a forest-tax law based 
on the yield-tax principle. This is contained in the act of May 7, 
1913 (S. L., ch. 58, p. 1666). The act recognized and provided some- 
what different treatment for young forests (those not over 10 years 
old) and for older forests, as already indicated for Vermont. The 
act was amended by the act of March 31,1915 (S. L., ch. 90, p. 1953), 
which chiefly amplified the assessment procedure of lands offered 
for classification. As amended, the act has remained on the statute 
books to date, its details and effectiveness being described elsewhere. 
Connecticut recently amplified its forest-tax program by an exemp- 
tion law reminiscent of the old regime, namely, the act of June 3, 
1929 (S. L., ch. 179, p. 4610), which is elsewhere described (pp. 391 
and 396). 

The Pennsylvania forest-tax program was the fifth to be adopted 
and, as already noted, was embodied in three separate acts. One of 
these, the act of June 5, 1913 (S. L. 284, p. 426), set up a definite 
class of forest land to be known as “‘auxiliary forest reserves’ and at- 
tempted to endow the class with certain exclusive and distinctive 
features, in order, it was thought, to satisfy certain constitutional 
requirements relating to uniformity of taxes within a class. This act 
contained a contract feature binding owners to handle their forests 
according to the rules and regulations of the State forestry depart- 
ment. Another, the act of June 5, 1913 (S. L. 269, p. 405), estab- 
lished a special tax system for such reserves, providing for a reduced 
assessment of not over $1 an acre taxable annually under the property 
tax and a 10-percent tax on the actual stumpage value of the timber 
when andascut. The third, the act of June 5, 1913 (S. L. 270, p. 408), 
provided for the payment of certain fixed charges annually by the 
State to the local communities in which such reserves were situated to 
be devoted to road and school purposes and intended to offset in part 
at least any loss in property-tax revenue that the changed tax status 
might impose. These three laws still remain on the statute books as 
originally passed, but their validity has been rendered doubtful by a 
declaratory judgment’ holding that the second of these laws, 
‘“Horest Reserve Taxation Act” (S. L. 269, p. 405) is unconstitutional 
because the requirement relating to uniformity of taxes within a 
class had not been met. 

Massachusetts was the last State of the early group to put the 
then new yield-tax principle on its statute book. The law is the 
act of June 2, 1914 (S. L., ch. 598, p. 529). Despite the fact that this 
law was carefully drawn to make it as simple and clear as possible, 
the commutation tax feature already referred to proved complicated 
and difficult for the laymen to understand, with the result that but 
few owners availed themselves of its advantages. It was amended 
in minor respects as regards assessment procedure by the act of May 
29, 1918 (S. L., ch. 257, p. 230), and was finally repealed and super- 
seded by the act of May 2, 1922 (S. L., ch. 360, p. 379), which is the 

18 This act also amended the exemption act of 1877 (code sec. 2320), as elsewhere noted. 
18a Court of Common Pleas of Bucks County, February Term, 1931, No.15[The Borough of Langhorne 

Manor et al., petitioners for a declaratory judgment on the constitutionality of the Acts of June 5, 1913, P. L. 
405 and 426]. Judgment entered, May 2, 1932. The opinion is ‘“‘unreported”’ but is on file in the office 
of the Attorney General of Pennsylvania and in the State Department of Forests and Waters. 
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present law. The Massachusetts income-tax law (act of May 26, 
1916, 5. L. ch. 269, sec. 5, p. 196) passed 2 years after the forest-tax 
mee exempts incomes received from land classified under the forest- 
tax law. 

Maine, after a considerable interval, was the oe State to adopt 
the yield tax, by the act of March 30, 1921 (S. L., ch. 78, p. 85). 
This was patterned after the Pennsylvania law of 1913, except for 
the centralized administrative control features which in the latter 
law were very rigid and in the Maine law were almost wholly lacking. 
At the very next session this law was strengthened in certain particu- 
lars by the act of March 31, 1923 (S. L., ch. 138, p. 153), notably in 
the provisions for the appraisal of the land and of those trees above 
a certain size which were not to be given any tax concession and for 
the withdrawal of those portions of the area which might subse- 
quently be devoted to agriculture or other uses than tree-growing. 
Finally, the entire act was repealed and reenacted, along the same 
lines but much clarified, by the act of April 13, 1929 (S. L., ch. 306, 
p. 310). At the previous session, without affecting its yield-tax 
legislation, Maine revived the exemption type of law of the old 
regime by the act of April 16, 1927 (S. L., ch. 247, p. 232). 

Recently the yield-tax law, after having been but little used by 
forest owners, has come into considerable prominence. Owners who 
had been getting along very well under the property tax found the 
latter becoming oppressive under depression conditions and con- 
sequently sought classification under the yield-tax law as a means of 
escape. This movement so alarmed the towns whose property tax 
revenues became adversely affected thereby that they instructed 
their representative in the 1933 legislature to seek to have the law 
repealed. This was effected by the act of March 23, 1933 (S. L 
ch. 139, p. 270). 
New Hampshire, by the act of May 4, 1923 (S. L., ch. 66, p. 83), 

followed the 1922 Massachusetts yield-tax act as closely as its con- 
stitutional restrictions would permit. An out-and-out yield tax 
levied at a special rate was however not possible. So in its place a 
tax at the current property tax rate on the value of the felled timber as 
personal property, instead of its value on the stump as realty, was 
provided. As such, the law was hardly a yield-tax law at all, but 
rather a timber-exemption law with a tax on the timber only when 
reduced to the status of personalty by felling. However it was some- 
thing more than that, because under the general property tax law 
only the felled timber that i is actually on the ground at the beginning 
of the assessment year is taxable, whereas under this forest-tax law the 
timber was taxable at the time of felling, whenever that might occur. 
The law was amended at the next session by the act of April 10, 1925 
(S. L., ch. 65, p. 84), which increased the area eligible for classification 
from 50 to 100 acres and modified certain other details of classification. 
In this same year New Hampshire also revamped its old rebate law of 
1903 by the act of April 3, 1925 (S. L., ch. 55, p. 72). 
Alabama, by the act of September 28, 1923 (S. L., Act 486, p. 638), 

adopted as a part of its general forestry reorganization act, replacing 
the inoperative 1907 act, provisions for a yield tax on auxiliary State 
forests, along the line of the Pennsylvania 1913 law, replacing the 
exemption provisions of the 1907 act. This act remains unchanged 
to date. 
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Mississippi adopted the yield-tax principle, in very much circum- 
scribed op due to constitutional restrictions, in the act of April 12, 
19246510. chi: 1329) \p..-o71).. Chis: law, while relieving the forest 
value from annual taxation for only the first 10 years, authorized a 
special annual property tax on the land to provide funds for organiz- 
ing a county system for the conservation and protection of the 
classified property. This law completely failed of its purpose and was 
finally repealed by the act of May 5, 1932 (S. L., ch. 261, p. 571). 

Ohio adopted the yield-tax principle in the act of April 7, 1925 
(S. L., S. B. 186, p. 260), and has since amended and clarified it in 
certain details by the act of May 2, 1927 (S. L., H. B. 278, p. 181). 

Kentucky, by the act of March 25, 1926 Ss. ech oe p a 22)P 
adopted the yield tax, following the eeneral plan of the Michigan 1925 
law. However one provision in this law, namely, that concerning 
assessment for annual ad valorem taxation, was held by the attorney 
general to be in conflict with the constitution, so that the law was not 
allowed to go into operation. It was consequently repealed and 
replaced by the act of March 15, 1930 (S. L., ch. 3, p. 24). No 
special tax principle is involved in this new law. The State, in 
consideration of the granting to it by the owner of certain rights 
during an agreed leasing period, is to compensate the owner through 
a rental fee in whole or in part for the ordinary property taxes on the 
property, while receiving in return half of the proceeds from the sale of 
timber cut from the property or from subleasing the right to graze, 
cultivate, or otherwise use portions of the property to an extent not 
detrimental to the main objective, namely, the ‘‘growth of timber 
and the propagation and growth of game and wild animal life.”’ 

Louisiana, by the acts of July 8, 1926 (S. L. 120, p. 185; 162, 
p. 264), passed a yield-tax law supplementing its contract law and 
a proposed constitutional amendment making the yield-tax principle 
effective. Ratification of the latter was effected at the general elec- 
tion held in November of the same year. 

Minnesota adopted the yield tax by the act of April 18, 1927 
(S. L., ch. 247, p. 356). oe the next session of the legislature, by the 
act of April 19, 1929 (S. L., ch. 245, p. 273), it changed the method of 
taxing the land from an annual property tax of 8 cents on the dollar of 
assessed valuation to a specific tax of 5 cents per acre. 

Wisconsin followed Minnesota very closely with its act of July 28, 
1927 (S. L., ch. 454, p. 659). Prior to that, however, the State con- 
stitution had to be amended. This action was instituted by the 
successive adoption of a joint resolution of both houses of the 1925 
and 1927 legislatures and was ratified at the judicial election on April 
5, 1927. At the following session the 1927 law was amended by the 
act of July 31, 1929 (S. L., ch. 343, p. 421). In this same year the 
income-tax law was also amended by the act of August 1, 1929 
(S. L., ch. 350, p. 457), so as to allow owners whose lands were listed 
under the forest-tax law to deduct, if they so desired, the cost of seed, 
seedlings, planting, and soil preparation in determining taxable net 
income. By another act, that of August 19, 1929 (S. L., ch. 405, 
p. 534), the privilege of listing lands under the forest-tax law was 
extended to counties holding tax-delinquent lands on practically the 
same terms as apply to privately owned lands, except that the 
counties mere not required to pay any acreage fee. The act of April 
6, 1931 (S. L., ch. 39, p. 62), broadened the latter privilege to include 
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lands in the process of reversion to county ownership. Most recently, 
the original 1927 law was again amended by the acts of June 28, 1933, 
July 13, 1933, and July 31, 1933 (S. L., ch. 327, pp. 683-690; ch. 411, 
pp. 877, 878; ch. 491 (sec. 4), D. 1204). 

Oregon’ S yield- tax law is that of February 20, 1929 (S. L., ch. 138, 
p. 107), which is based in part on the draft of a law then and for 
some time previously under consideration for Washington and in part 
on the Wisconsin law of 1927. 

Idaho followed closely after Oregon with enactment of the act of 
March 14, 1929 (S. L., ch. 185, p. 8329). Then by the act of March 
2, 1931 (S. L., ch. 71, p. 124), the procedure of classification was 
amended in certain particulars. 

Washington, by the act of March 12, 1931 (S. L., ch. 40, p. 117), 
finally achieved the yleld-tax goal for which State forestry. interests 
had been striving since 1910. 

Meanwhile three other States, ignoring the yield-tax idea, adopted 
legislative programs reminiscent of the old regime. Thus California, 
by senate constitutional amendment no. 10 (Laws, 1925, ch. 36, 
p. 1327, filed with the secretary of state, Apr. 17, 1925), which was 
ratified at the general election of 1926, reverted to the old-regime 
form of exemption. This was made effective on all immature forest 
trees, either planted or of natural origin, growing on land from which 
at least 70 percent of the merchantable original-growth timber over 
16 inches in diameter had been removed. Maturity was left to be 
determined by a board after the trees had been exempt for a period 
of at least 40 years. 

This constitutional amendment was unique and an innovation in 
forest-tax legislation in that it required no session law to make it 
effective and no classification of individual properties; it was uni- 
versally applicable to all forests answering the description set forth 
in the constitutional provision. 

Virginia, by the identical acts of March 25, 1930 (S. L., ch. 399, 
p. 841; ch. 421, p. 912), provided for the leasing of certain privately 
owned lands by the State for forest, fish, and game purposes, in 
consideration of a grant to the owner of the privilege of deferring the 
payment of the current property taxes thereon and paying them, 
together with interest at 6 percent, at the time the timber is cut. 
The law is in a measure similar to the Kentucky law passed 10 days 
earlier. 

Delaware, the last State to adopt a forest-tax law, enacted one of 
the old-regime type, granting a 30-year exemption. This was pro- 
vided in section 2 of the act of March 12, 1931 (S. L., ch. 72, p. 287), 
an act amending the general forestry law, namely, chapter 50 of 1927 

DEVELOPMENT OF FOREST-TAX EXPEDIENTS 

About two decades ago the yield tax began to be rather widely 
adopted. The purpose was to promote the practice of forestry by 
means of establishing a sound principle of taxation to take the place 
of such concessions as exemptions, bounties, and rebates. The sub- 
sequent history of forest-tax legislation has been marked by the 
adoption of a series of expedients, whose chief purpose was tomake 
the yield-tax principle workable. Each of these expedients, at the 
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time of its adoption, was hailed by many as the crowning feature 
necessary to make forest-tax legislation effective. 

Optional classification was adopted as a means of putting the yield 
tax into effect selectively. Its purpose was to exclude from the 
benefits of forest-tax legislation the great bulk of forest land whose 
owners had no interest in forestry, and to keep within bounds the 
loss in property-tax revenue which otherwise would have been large 
enough to require a readjustment burdensome to other taxpayers. 

Revenue considerations likewise played an important part in 
gaining acceptance for the expedient of imposing limitations on the 
size and value of the properties eligible for classification. This ex- 
pedient also had the advantage of excluding lands having a high 
value because of other prospective uses than forestry. 

Authority was given to the State forestry departments to administer 
certain vital features of the laws, such as those concerning eligibility 
for classification and the making and enforcing of rules and regulations 
designed to insure a degree of forestry practice. One State, Min- 
nesota, went so far as to authorize the carrying on of the required 
operations at State expense where the owner failed to perform them 
himself, all such expense to be assessed to the owner and either paid 
with current taxes or added, with interest, to the yield tax on timber 
subsequently marketed. 
A degree of certainty as to taxation of classified forest lands was 

sought in some States through fixed or limited assessments or tax 
rates, and in others through fixing directly the specific amount of 
annual tax per acre. ‘These devices were intended to offer the forest 
owner a stabilized annual tax substantial y lower than the full property 
tax but sufficient to give some support to loca revenues. 

The payment by the State to local communities of stipu’ated sums 
annually to replace, in whole or in part, their loss in tax revenue 
through the transfer of forest property from the property-tax to the 
yield-tax rolls was another fiscal device intended to make easier the 
more widespread adoption and application of forest-tax laws. The 
State was usually to be reimbursed for this outlay by a larger share of 
the revenue from the yield tax than it would otherwise receive. This 
device was expected to overcome the opposition of the local communi- 
ties where the loss of forest property from the tax base might other- 
wise resu t in increased taxes on all other classes of rural property. 

The setting up of a contract between State and owner defining the 
method of taxation was an expedient intended to protect the forest 
owner who would undertake the practice of forestry under the favor- 
able tax provisions offered by the special forest-tax law from any 
subsequent change in the terms of the law or from its repeal. The 
contract feature was expected to insure that such an owner would 
retain unchanged the tax advantage offered by the law until his for- 
estry investment had matured. 

The failure of the above expedients in connection with optional 
classification to effect any widespread substantial results in promoting 
the practice of forestry led to the idea of segregating, by decision of an 
appropriate State authority, a general class of forest property which 
would be given the benefit of appropriate taxation regardless of the 
action of the owner. It was believed that those owners who were 
prepared to practice forestry if the tax obstacle were removed but who 
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would hesitate to seek classification under an optional forest-tax law, 
would we.come classification initiated by State authority and would 
proceed to put their plans into effect. It was also hoped that such 
classification, by offering a moderate tax without imposing any obli- 
gation other than fire protection, would check the tendency to let 
cut-over forest lands revert to public ownership and would ultimately 
lead to increased practice of forestry by private owners not now 
interested in this use. 

The theoretical and practical soundness of these various expedients 
is discussed in the following section and in part 12. 

EXISTING FOREST-TAX LAWS 

INTRODUCTION 

Having traced the history of specia! forest-tax legislation from its 
beginning n the United States to the present date, attention is now 
directed to the more important provisions and results of the aws on 
the statute books of the States at the present time (1933). There are 
at present in effect 35 special forest-tax laws in 26 States. These 
include all 3 Pennsylvania laws (1 yield tax and 2 rebate) held uncon- 
stitutional by decisions which have not been tested by appeal to the 
highest court. These laws have been carefully analyzed, and digests 
of all those in effect on January 1, 1932, have been published in a 
progress report,!® to which the reader is referred for a description of 
the essential features of the several laws. Certain of these digests, 
modified on account of amendments through 1933, will be used later 
in this part to illustrate the various types of special forest-tax legis- 
lation. 

In order to facilitate comparisons between the several laws, each of these 
digests follows a uniform list of topics in uniform order. Marginal numbers in 
the digests refer to these topics, as listed in the following outline: 

I. Classification and designation. 
II. Modification of general property tax: 

1. Elements of property favored. 
2. Character of favor. 
3. Elements of property not affected. 
4. Apportionment of State and local taxes. 
5. Operation of property tax otherwise not changed. 

III. New specific or other special property tax: 
1. Description. 
2. Administration. 
3. Penalties. 
4. Distribution of revenue. 

IV. Yield tax: 
1. Object (i. e., material upon which imposed). 
2. Exceptions (i. e., material not subject to yield tax). 
3. Rate. 
4. Official permission to cut (when required for administration of 

yield tax). 
5. Administration: Owner’s statement, assessment, appeal, penalties, 

etc. 
6. Collection (when different from general property tax). 
7. Distribution of revenue. 

V. Relief from other taxes and other favors. 
VI. Contribution of State to towns or counties: 

1. Purpose. 
2. Amount and measure; to whom paid. 
3. Distribution. 

16 See footnote 10, on page 14. 
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VII. Classification of property: 
1. Initial classification: 

a. Qualifications of the property (including land and trees). 
b. Procedure: 

(1) Petition by owner. 
(2) With whom filed. 
(3) Official hearing, investigation, appeal, etc. 
(4) Classification effected by specified authority; 

appeal. 
(5) Contract executed between owner and State. 
(6) Classification or contract recorded. 

2. Continuance of classification: 
a. Continuing requirements. 
b. Official control of cutting. 
c. Official authority to make and enforce rules subsequent to 

classification. 
d. Official inspection for enforcement. 
e. Effect of transfer of property. 

3. Declassification: 
a. Causes, procedure, appeal, etc. 
b. Declassification tax or penalty. 

VIII. General penalty provision. 
IX. General appeal provision. 
X. The law a contract. 

XI. Amendments: 
1. Restriction on power of legislature to amend or repeal. 
2. Right of owner to advantage of amendments. 

It should also be noted that in the forest-tax law digests in this part, quotation 
marks indicate exact quotations from the law in question, while brackets are used 
to enclose comments upon the law. All passages not so marked are to be un- 
derstood as representing faithful paraphrase of the words of the statute, except 
when a negative statement records the failure of the law in question to mention a 
particular topic. 

All of the special forest-tax laws, as previously indicated, are designed 
to give owners of forest land some kind of relief from the unrestricted 
operation of the property tax. They may be grouped for analysis 
both according to whether they are of general or limited application 
and according to the nature of the relief provided. The following is a 
classification of this kind, including the laws which were in effect on 
July 1, 1933: 

A. Laws granting tax relief to forests regardless of the origin or area of the stand 
and not requiring lease or deed to the State. 

1. Yield tax: 
a. Optional: 

(1) Land tax unmodified: 
(a) Contract: Alabama. 
(b) No contract: Massachusetts. 

(2) Land tax restricted: 
(a) Contract: Idaho, Louisiana, Minnesota, and Wisconsin. 
(b) No contract: Connecticut, Michigan, New York, Ohio, 

Pennsylvania, and Vermont. 
b. Nonoptional: 

(1) Land tax restricted: 
(a) Contract optional: Oregon and Washington. 

2. Exemption (none with contract feature): 
a. Optional: 

(1) Land tax unmodified: Connecticut. 
(2) Land exempt: Delaware and Maine. 
(3) Nominal fixed assessment: Indiana and Iowa. 

b. Nonoptional: 
(1) Land and mature timber tax unmodified: California. — 

B. Laws granting tax relief to planted stands, to areas of limited size, or to 
properties leased or deeded to the State (none with contract feature). 

1. Yield tax: 
a. Optional: 

(1) Land tax restricted: Michigan. 
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2. Exemption: 
a. Optional: 

(1) Land and mature timber tax unmodified: New Hampshire 
(forest tree exemptions), and Vermont. 

(2) Land exempt: Rhode Island and New Hampshire (deed to 
State required in New Hampshire). 

b. Nonoptional: 
(1) Land tax unmodified: Colorado and Iowa. 

3. Tax reduction or deferment, lease to State required: 
a. Optional: 

(1) Rental not to exceed tax: Kentucky. 
(2) Deferment of tax with 6 percent interest: Virginia. 

4. Rebate: 
a. PS New Hampshire and Pennsylvania (two laws in Pennsyl- 

vania). 
5. Bounty: 

a. Optional: Illinois, Minnesota, and South Dakota. 

The extent to which the existing forest-tax laws are applied is 
shown by table 119. Both the area classified under each law and its 
percent of the total privately owned forest area are given. The 
distribution of the classified area is indicated by the number of owners 
and number of counties represented. Naturally it is possible to 
include in such a table only those laws which call for classification and 
listing of the lands to which they apply. The only law of widespread 
application (that is, not restricted to planted stands or to areas of 
limited size) which does not require such classification and listing, is 
the California constitutional amendment. 

TaBLE 119.—Exzteni and distribution of private land classified under forest tax 
laws, 1933 } 

Extent Distribution 

State Halle to 
; total pri- A 

Area Ste Owners |Counties 

area 3 

Acres Percent Number | Number 
B/sXd EER] OFS Wa 0 hs RS os ee a AU ES Pay a ye Ee ee ae aE tee 3 50, 494 0.2 1 8 
Connecticut (yieldstax) seek ee a a eee 4, 565 5a 34 7 
Connecticuti (Exemption) eae a ee eee 4, 433 48 27 8 
C1 Wah eset ee a A RR Ray de oe ee None 0 0 0 
1 FS 0 Vo Re ae Sia a ee eee eked et Cag Fe Gree te Annee Veneer 377, 145 1.8 2 4 
In Gian Bere eee SEN SE EAS 22S yt ated ie aoe ae 85, 854 2.5 1, 358 89 
LOR AE ee NE ES Ea ee CSS ie bev Tp ere ety aint yee FN 8 47, 329 2.0 2, 528 99 
NON GUC Krys a ee Pde 0 ee hele None 0. 0 0 
IOUS RTD Gs eee ie a es te A iy DAE oe MJ ae gece ne 379, 796 2 76 12 
64 EES 0s geek eee eR NSB A ak em ECE gn i et) Sa at 3, 000 (4) 30 4 
IVEASSACTIUISC EES ee NaN en SI 2 Aes eS es Se 5 24, 800 .8 96 10 
Michigank(commernrcial) sie te ee eee 87, 952 5 70 36 
MG CHIF ATI] CWO GSI OL) pee sae ea rs ee a ee 6 1,584 (4) 55 24 
Miinnesotas Gyielditax) ee eee eh ea eee None 0 0 0 
New Hampshire (forest tree exemption)_________-_-__--_-_-_- 58, 431 we el eee oe 
New Hampshire (land deeded to State)__________-___---_--- 10 (4) 1 1 
TGV) CO 0 Se eee ES ee ote ee ee ee 12, 453 1 19 12 
OT ee re ee ee RE ee 48, 009 1.0 560 72 
ORC CO a ee NS BE RN IES Ee ae A eee Ae ee es 719, 135 5 |e Re age 14 
LeteyohorsnrA hese banksy (AraC) GL THE0:9 ee eee 45, 897 .4 50 25 
RTO Ce Ls] ern Clee ea ee ee Se a ie ek ee 88 (4) 1 1 
MermontyGyiel dttax) 2c eee SS 2 aire Eh oe ee ee ee 37, 472 1.2 20S e sae 
Mirginiae 2 3 22 Sh a ee ee Ree ee Bee eee None 0 ) 0 
Wiashingtonss2eow iso a Se eS Oe eee 185, 248 1.8 35 12 
SWS CO TIS BID a a SS oe Ne 231, 994 1.6 178 21 

1 Sources of data: Reports of State foresters and other State officials. 
2 Based on commercial forest areas (refer to pt. 6, table 68). 
§ Data of 1932. 
4 Less than 0.05 percent. 
§ Data of 1929. 
§ Data of 1926. 
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In order to dispose of the less important laws at the outset, those 
of limited application will first be discussed. 

LAWS OF LIMITED APPLICATION 

All laws which are limited in application to planted stands, to areas 
of small size, or to properties which are leased or deeded to the State 
are classified as of limited application. This group includes one law 
which imposes, instead of the property tax, a yield tax on timber cut 
from farm wood lots (Michigan), 6 laws (Colorado, Iowa, New Hamp- 
shire—2 laws, Rhode Island, and Vermont) which exempt trees from 
all taxation under special conditions, and 2 laws (Kentucky and 
Virginia) which grant certain concessions related to taxation to own- 
ers who are willing to lease their lands to the State. This group 
includes also the rebate laws of New Hampshire and Pennsylvania 
and the bounty laws of Illinois, Minnesota, and South Dakota. 

The only yield-tax law of limited application, that of Michigan, is 
designed to take care of farm wood lots which conform to certain 
standards of forestry practice. The exemption laws of this group, 
with the exception of those of New Hampshire, concern only planted 
stands. Both of the New Hampshire laws are limited to small areas, 
one granting exemption of forest trees except in the year when cut 
and the other granting complete exemption, but requiring that the 
owner deed the tract in question to the State, subject for 10 years to 
right of reconveyance under specified conditions. The laws provid- 
ing for lease to the State apply to natural as well as to planted 
stands. The rebate and bounty laws, except in Pennsylvania, were 
intended to encourage forest planting and are therefore applicable 
to plantations only. The rebate laws of Pennsylvania, two in num- 
ber, are limited to small areas. They have both been held uncon- 
stitutional by the lower courts, and, while their validity has never 
been finally determined, no attempt is made to apply them. 

The practice of encouraging forest planting by means of rebates 
and bounties has in general been abandoned, and the laws to which 
it gave rise are largely inoperative. They never accomplished sub- 
stantial results except in unusual cases, as those of Nebraska and 
Minnesota, the history of which has been given in the earlier part of 
this section. 

The laws providing for lease or deed to the State are primarily 
conservation measures and are mentioned here only because they 
have an incidental relation to taxation. Their purpose is to extend 
State management to private forest lands. New Hampshire is the 

_ only State that has had such a law for a long enough period to permit 
of an adequate test. Here the property must be deeded to the State, 
reserving right of reconveyance within 10 years, and the owner is 
automatically relieved of any tax liability while the land is State 
property. In Kentucky the State is authorized to lease a forest 
property for a rental not greater than the property tax, while in 
Virginia the State may assume limited contro! of the property, also 
under a lease, during which time the tax may be deferred until the 
timber is marketed or becomes merchantable. However, simple 
interest on the amount of the deferred tax is charged, at the rate of 
6 percent per year, and must be paid with the tax. The tax-defer- 
ment feature of the Virginia law can become operative only when 
accepted by the voters of the county concerned. In general these 
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laws do not offer sufficient inducement to the owner to compensate 
him for the sacrifice demanded. They have not been applied at all 
in Kentucky and Virginia, and the extent of application in New 
Hampshire has been negligible from a taxation standpoint. 

The yield-tax and exemption laws of this group, with the exception 
of the New Hampshire law involving deed to the State, are similar in 
principle to those of general application to be discussed later, aside 
from the previously mentioned restriction to planted stands or small 
areas. The only one of these laws which is known to be applied to 
more than 0.05 percent of the privately owned forest land area is the 
forest tree exemption law of New Hampshire, where over 8,000 acres, 
or 0.2 percent of the private forest land area, are classified. This New 
Hampshire law is restricted to tracts of not over 100 acres belonging 
to 1 owner in any 1 town. The next most widely used law is the 
Michigan wood-lot law, which is applied to almost 1,600 acres. This 
law allows to classified wood lots an exemption of all property value 
over $1 per acre, imposing a substitute tax of 5 percent based on the 
yield, or stumpage value of forest products, when cut. A study of 
the situation in Michigan has led to the conclusion that, while the 
wood-lot law has enabled a small number of farm wood-lot owners to 
obtain a reduction in taxes, it has failed to accomplish any substantial 
improvement in farm forestry. 

These laws of lhmited application represent attempts to encourage 
forestry on a small scale by means of tax subsidies or concessions 
limited to specific cases. Most of them would not be susceptible of 
wide application because of the effect on public revenues. It is safe 
to conclude that the laws of this group are of no practical importance 
in contributing to the solution of the forest-tax problem. Digests 
follow of the Michigan wood-lot law and of the forest-tree-exemption 
law of New Hampshire. For the outline of these digests, reference 
should be made to the fine print explanation page 374. 

MICHIGAN. PARTIAL WOOD-LOT EXEMPTION AND YIELD TAX, PASSED IN 1917 

Compiled Laws of Michigan, 1929, sections 5747-5758. 
I-II. On properties classified as ‘‘private forest reservations”, the value in 

excess of $1 per acre is exempt from the property tax. Otherwise the operation 
of the property tax is not changed. 

IV. A license fee (yield tax) is imposed upon the stumpage value of all timber 
removed from such properties, other than firewood and building material for the 
domestic use of the owner or his tenant. The rate of the fee is 5 percent. Timber 
may not be removed before the fee has been paid. The assessment of the fee is 
made by the township assessor, being based on a return of the measurement or 
count and the variety and stumpage value of the trees cut, supplied to him by the 
owner after cutting and before removal; products not subject to the yield tax 
need not be reported. 

VII-1-a. The initial qualifications for classification are as follows: The prop- 
erty must be a part, not exceeding one-fourth, of a tract of not over 160 acres, of 
which at least one-half is improved and devoted to agriculture. The trees must 
be of the kinds specifically designated in the act or in a regulation of the State 
board of agriculture. A stand of 1,200 planted forest trees per acre must be 
present or, if the site is already partially stocked, open areas must be planted at 
a spacing of approximately 6 by 6 feet. 

VII-1—b. The procedure of classification is initiated by application of the 
owner to the county treasurer, including description of the property. Such 
descriptions are certified annually by the treasurer to the township supervisor or 
assessor, who requires of the owner an oath as to the truth of the description and 
his intent to maintain the property according to the law. Classification is thereby 
effected. [No contract is apparently executed between the owner and the State] 
although section 5756 states that ‘‘the State board of agriculture shall also 
prescribe the form of application and contract. * 
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VII-2. The requirements for continued classification are as follows: The 
initial qualifications must be maintained so far as they are applicable. The 
property must be maintained as a wood lot and must not be used for the pasturage 
of livestock until 90 percent of the trees are 2 inches in diameter, and then only 
under regulations of the State board of agriculture. The forest must be kept 
fully stocked and must be restocked after cutting in a manner to conform with 
the regulations of the State board of agriculture. The supervisor or assessor 
personally examines each private reservation when the real estate is assessed for 
taxation [every year] to determine whether it meets the qualifications required 
by this act. The law contains no provision with reference to the effect upon 
classification of transfer of the property. 

VII-3. Declassification is effected either by the owner’s withdrawal or by his 
failure to comply with the requirements of classification. A declassification tax 
is imposed equivalent in amount to the yield tax on the timber standing on the 
property at the time of declassification. 

NEW HAMPSHIRE. FOREST-TREE EXEMPTION, PASSED IN 1923, AMENDED IN 1925 

Public Laws of New Hampshire, 1926, chapter 60, sections 27—43. 
I-II. On properties classified as ‘‘classified forest lands”’, the standing forest 

trees are not taxed under the general property tax. Only the land value of ‘‘clas- 
sified forest land” is included in the town valuation for the purpose of appor- 
tioning the State and county taxes. Any timber cut is subject to a tax in the 
year when cut, ‘‘at the same valuation as other property”’ [meaning its value as 
personal property after felling, according to an opinion of the attorney general’s 
office rendered in 1927], except that the owner may cut, for his own or a tenant’s 
use, wood not in excess of $50 in stumpage value in any 1 year free of tax. For 
the purpose of this tax, the owner reports the amount cut in each year, from which 
report the assessors may appeal to the State forester, who investigates and holds 
a hearing and renders final decision. Otherwise the operation of the property 
tax is not changed. 

VII-1-a. The initial qualifications for classification are as follows: The area 
that any one owner may classify must not exceed 100 acres in any one town. 
The land must be forest land. The value of the trees, exclusive of fuel wood, 
must not exceed $25 per acre on the average. The forest must be stocked or set 
with young trees so as to promise a minimum prospective average yield of 25,000 
board feet of merchantable timber per acre, exclusive of water, bog, or ledge areas. 

VII-1-b. The procedure of classification is initiated by application of the owner 
to the assessors, or the tax commission for land in unorganized places. The assess- 
ors decide whether the property fulfills the requirements for classification and 
assess the value of the land alone. Upon acceptance of the assessors’ decision by 
the owner, he receives a certificate from the assessors, the recording of which in 
the county registry of deeds effects classification. [Although not specifically so 
stated in the law, it may be assumed that in unorganized places, the assessors’ 
function as here stated is performed by the tax commission.] In case of dispute 
as to the eligibility of the land for classification, the owner may appeal to the 
State forester, who investigates, holds a hearing, and renders final decision. 

VII-—2. The requirements for continued classification are as follows: The initial 
qualifications must be maintained so far as they are applicable. The land must 
not, for a period longer than 2 years, contain on the average as much as 25,000 
board feet of merchantable timber per acre. Transfer of the property does not 
affect classification. 

VII-8. Declassification is effected by the owner’s withdrawal, or by his failure 
to reduce the volume of timber below an average of 25,000 board feet per acre 
within 2 years after notice by the assessors that in their judgment the land con- 
tains this amount of timber, or by action of the assessors 30 days after notifying 
the owner that the property has become more valuable for other uses than the 
production of trees. The owner may appeal from any withdrawal to the State 
forester, whose decision is final. In case of dispute as to the volume of wood or 
timber contained on such land, the owner may appeal to the State forester, who 
investigates and holds a hearing and renders final decision. After declassification 
the entire property becomes subject to the general property tax. Upon with- 
drawal by the owner, he pays the land tax and a tax on the estimated value of 
the standing timber at the same rate as upon other property for that year. 

VIII. If any owner fails to comply with the law he is fined not less than $10 
nor more than $200, and the land may be declassified by the assessors. 
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LAWS OF GENERAL APPLICATION 

All of the special forest-tax laws of general application may be 
divided into two types, (1) yield-tax laws and (2) exemption laws. 
As above indicated, yield-tax ’ laws exempt the timber from the prop- 
erty tax and substitute a tax based on the stumpage value of timber 
or other products payable when these are cut and removed; while 
the term “‘exemption laws” is applied to laws which exempt. timber 
properties from taxation under the property tax, in whole or in part, 
without substituting any other tax. 

YIELD-TAX LAWS 

GENERAL DESCRIPTION 

The forest-tax laws of general application which impose a yield tax 
on the timber in lieu of the property tax are 14 in number. These 
laws follow the same general pattern. Each describes the qualifica- 
tions which make properties eligible for taxation in the special man- 
ner provided and sets up the necessary procedure. Each indicates 
the modification of the property tax to be granted, such as the exemp- 
tion of tree value. Laws which require the retention of land value 
subject to the property tax often indicate how the value of the land 
element is to be determined. Each law gives the rate or rates of the 
yield tax, specifying to what class of forest yield this tax is applicable 
and the manner in which it is to be administered and collected. Often 
the conditions under which the value of trees is to be determined for 
the purpose of finding the forest yield are stated. Most laws permit 
the exemption of certain products from the yield tax, as those cut for 
domestic use. It is also usual to prescribe the distribution of the 
revenue from the yield tax. Many laws require submission of classified 
properties to some degree of regulation by the State, in which case 
the extent of the regulation is defined and the responsibility for carry- 
ing it out placed on some appropriate administrative branch, as the 
State forester’s office. Nearly every law prescribes the conditions 
under which declassification may be accomplished and the property 
again restored to the ordinary property tax roll. Often there is a de- 
classification tax imposed in this connection, as an offset to the tax 
concessions which have been allowed particularly when declassification 
follows the taxpayer’s failure to fulfill his obligations under the law. 
Usually there are penalties for noncompliance with specific provisions, 
general penalties, and provisions for appeal. 

OPTIONAL, WITH LAND Tax UNMODIFIED 

Twelve of the fourteen yield-tax laws are of the optional type; 
that is, no forest land is classified except on application of the owner, 
who thus has the option of permitting his property to remain under 
the property tax. The optional yield-tax laws resemble in outline 
the general plan of yield-tax legislation which has just been de- 
scribed, and, in addition, each sets up a procedure by which the 
owher may take the initiative to have his property taxed under the 
law. 

17 The yield tax as used in the United States should not be confused with the Ertragssteuer of Germany 
and similar taxes used in many countries of Europe. ‘‘Ertragssteuer’’ is literally translated * ‘yield tax’’, 
but it is really a property tax based on assumed net yield or yield capacity and is payable annually regard- 
less of whether any yield is actually realized; it has no similarity whatever to the yield tax as used in the 
United States. 
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Only two of the optional yield-tax laws, those of Alabama and 
Massachusetts, leave the land value subject to the property tax 
without modification. 'The Massachusetts law is one of the best 
drawn and simplest of all the special forest-tax laws. It has no con- 
tract feature, no complicated administrative requirements, and no 
provisions for State regulation. A digest of this law follows. 

MASSACHUSETTS. FOREST TREE EXEMPTION AND YIELD TAX, PASSED IN 1922 

Massachusetts chapter 61, General Laws, 1932, as amended by Laws of 1933, 
chapter 254, section 57. 

I-II. On properties classified as ‘‘classified forest lands’’, all forest trees are 
exempt from the property tax. The value of the trees on such properties is ex- 
cluded from the town valuation for the purpose of the general apportionment of 
State and county taxes. Otherwise the operation of the property tax is not 
changed. 

IV. A yield tax is imposed upon the stumpage value of all wood or timber cut 
from such properties, except wood or timber, not exceeding $25 in stumpage 
value in any year, for the owner’s use or that of a tenant on the land. The rate 
of the tax is 6 percent. Assessment of the yield tax is made on the basis of the 
owner’s sworn return to the town assessors before May 1 of each year as to the 
amount of all wood and timber cut from the property during the year ending 
the preceding April 1. The assessors may appeal to the State forester for a re- 
determination of the quantity cut. Ten percent of the revenue from the yield 
tax is distributed to the State. ; 

VII-1-a. The initial qualifications for classification are as follows: The 
property must not have been valued on the town tax lists of the year preceding 
classification at more than $25 per acre. The forest must not average for the 
entire tract more than 20 cords per acre when classified, but must be so stocked 
with trees as to promise to average per acre over the whole tract, except for 
water, bogs, and ledge areas, at least 20,000 board feet of softwoods or 8,000 board 
feet of hardwoods or a proportionate quantity of the two in mixture. 

VII-1-b. The procedure of classification is initiated by application of the 
owner to the town assessors. The assessors, if they decide that the property 
fulfills the qualifications, issue a certificate of classification. If the assessors 
reject the application, appeal may be taken to the State forester, who examines 
the property, hears both parties, and renders decision, which is final. Classifi- 
cation is effected when the owner records his certificate in the registry of deeds 
office of the county or district. 

VII-2. The requirements for continued classification are as follows: The 
initial qualifications must be maintained so far as they are applicable. ‘The 
trees must not exceed for a period longer than 2 years a maximum stand per 
acre, on the average, of 25,000 board feet of softwoods or 10,000 board feet of 
hardwoods or a proportionate quantity of the two in mixture and must within 
© years after cutting be replaced by a new stand capable of meeting the minimum 
requirements as stated above. ‘Transfer of the property does not affect classifi- 
cation. | 

VII-3. Declassification is effected by the owner’s withdrawal and may be 
effected by the assessors upon the owner’s failure to reduce the volume of timber 
below the maximum limits specified for continued classification within 2 years 
after notice by the assessors that in their judgment the land contains this amount 
of timber, or upon his failure to restore the tract to the condition specified for 
initial classification within 5 years after any cutting, or when in the assessors’ 
judgment the property becomes more valuable for other uses than the produc- 
tion of trees. A declassification tax is imposed, equivalent to the yield tax on 
the timber then standing on the property. In opposition to declassification 
because of excess volume of stand, the owner may appeal to the State forester, 
who examines the property, hears both parties, and renders decision, which is 
final. In case the land is declassified because of the assessors’ determination 
that it has become more valuable for other uses, the owner may appeal to the 
commissioner [of conservation], whose decision is final. 

VIII. Failure to comply with the law is punishable by a fine of not less than 
$10 nor more than $500, and in addition the land may be declassified by the 
assessors. 

XI-2. The original chapter 61 as passed in 1914 and superseded in 1922 is 
declared to be in effect with respect to properties already classified thereunder. 
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OPTIONAL, WITH LAND TAX RESTRICTED 

The optional yield-tax laws with land tax restricted cover the 
essential points indicated for this class in general, and in addition they 
define the nature of the restriction on the land tax. In these laws, 
the restriction is accomplished by means of: 

A specific tax per acre of $0.08 or $0.10 (Minnesota, Wisconsin, Michigan). 
The limiting of assessed values to a maximum amount per acre of $1 (Idaho, 

Pennsylvania). 
The fixing or limiting of assessed values by the initial value (Louisiana, New 

York, Vermont). 
The fixing of assessed value at the initial value and limiting the tax rate to 10 

mills (Connecticut). 
The fixing of the tax rate to one-half the general rate of the tax district (Ohio.) 

The following digests of the Ohio and Wisconsin laws illustrate 
more fully the nature of the optional yield-tax laws with land tax 
restricted. 

OHIO. FOREST-TREE EXEMPTION, LIMITED LAND-TAX RATE, AND YIELD TAX, 

PASSED IN 1925, AMENDED IN 1927 

Page’s Ohio General Code, 1926, sections 5554-1 to 5554-8, as amended by 
house bill no. 278, page 181, Laws of Ohio, 1927. 

I-II. On properties classified as ‘‘forest lands’’, the forest trees are exempt from 
the property tax. The property is otherwise assessed on the same basis as similar 
properties in the vicinity. That part of the assessed value of the property which 
is represented by the agricultural value of the land is taxed at one-half the rate 
of the general property tax. Otherwise the operation of the property tax is not 
changed. 

IV. A yield tax is imposed upon the stumpage value of matured timber cut 
from such properties, except timber ‘‘cut or removed, and used”’ on the owner’s 
land, ‘‘or by the owner in the same taxing district for domestic use, or for domestic 
improvements having a taxable value.’”’ Mature timber includes forests which 
have attained a maximum development at which they may be most profitably 
cut and converted into wood products as prescribed by the regulations of the 
State forester. The rate of the tax is 5 percent. The owner is required to file 
annually prior to May 1 with the county auditor a sworn statement, on forms 
prescribed by the State tax commission, of the amount of timber cut during the 
12 months immediately preceding March 1, its stumpage value, and such other 
information as may be called for by the rules. The penalty for failure to file such 
a statement or to give the true stumpage value is a fine of not less than $50 nor 
more than $500 or imprisonment for not less than 30 days nor more than 6 
months or both. The tax due must accompany such statement. The revenue 
from the yield tax is distributed, one-half to the county and one-half to the State, 
the latter amount being placed to the credit of the board of control of the Ohio 
agricultural experiment station, division of forestry, for forestry purposes. 

VIl-1-a. The initial qualifications for classification are as follows: The prop- 
erty must comprise at least 3 acres, must bear a forest growth, must be declared 
by the owner to be devoted exclusively to forestry, and must otherwise conform to 
conditions prescribed by the State forester. The forest may comprise any and all 
species and sizes of trees found in the native woods of Ohio and such other species, 
listed in the law or approved by the State forester, as have been planted or shall 
hereafter be planted for forestry purposes; it may embrace any stage of develop- 
ment or origin, as mature old growth, second growth, sprout growth, or planted 
growth; it must be fully stocked with native growth, or, if only partly so stocked, 
must be interplanted with enough other trees to assure a spacing of 8 by 8 feet 
over the entire area, or, in the absence of native growth, must comprise at least 
680 planted trees of approved species per acre; the forest must represent a good 
stand as understood by competent foresters and as determined by the State 
forester. 

VII-1-b. The procedure of classification is initiated by declaration of the owner, 
filed in accordance with rules prescribed by the State forester and approved by 
the tax commission, stating that the property is devoted exclusively to forestry 
or timber growing. The State forester must act upon the declaration within 
6 months. If he approves it he certifies it and files a copy with the auditor of the 
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county, thereby effecting classification, provided that classification does not 
become effective until 6 months after the date of application. 

VII-2. The requirements for continued classification are as follows: The 
initial qualifications must be maintained so far as they are applicable. The 
forest must receive reasonable protection and must be cared for and managed 
according to regulations laid down by the State forester. All rules for carrying 
out and administering the law are prepared by the State forester, subject to the 
approval of the State tax commission. The law contains no provision with ref- 
erence to the effect upon classification of transfer of the property. 

VII-3. Declassification is effected either by the owner’s withdrawal or upon 
his failure to protect the forest or to observe the regulations as to its care and 
management. If the property has been classified less than 25 years, a declassifi- 
cation tax is imposed, equal to the full amount of back taxes with interest for 
tle period of classification, when such period does not exceed 10 years, otherwise 
for the last 10 years of such period, less the amount of taxes actually paid for 
such period. [The language of the law is obscure as to the declassification tax, 
but the above appears to be the meaning.] 

WISCONSIN. SPECIFIC PROPERTY TAX AND YIELD TAX, PASSED IN 1927, AMENDED 

IN 1929, 1931, AND 1933 

Wisconsin Statutes 1933, secs. 77.01—77.14, 71.03 (9) and 71.04 (9). 
I. Properties may be classified as ‘‘forest crop lands’’, of which certain lands 

are designated as under ‘‘special classification.” 
II. Forest-crop lands are exempt, both land and trees, from the general 

property tax. 
III. An annual specific property tax, called the ‘‘acreage share’’, is imposed 

at the rate of 10 cents per acre, except that on properties under ‘‘special classifi- 
cation”’ the ‘“‘acreage share’’ is imposed at the following rates per acre for each 
of the first 8 years of classification: First year, 40 cents; second year, 35 cents; 
third year, 30 cents; fourth year, 25 cents; fifth year, 25 cents; sixth year, 20 
cents; seventh year, 20 cents; and eighth year, 15 cents. The revenues from 
this tax are payable to the town treasurer like other property taxes. If such 
tax is not paid by February 20 of any year, there is a penalty of 2 percent plus 
interest at the rate of 1 percent per month, and the land becomes delinquent 
and is subject to redemption by the owner within 3 years. Forty percent of 
the “‘acreage share”’ and of all other moneys received by the town treasurer on 
account of forest-crop lands is apportioned to the school districts in which these 
lands are located in proportion to the forest-crop land area in each within the 
town; 20 percent is paid to the county treasurer and 40 percent is retained for 
the town. 

IV. A yield tax is imposed upon the stumpage value of all merchantable 
wood products cut from such forest-crop lands, except fuel wood used by the 
owner. The rate of the tax is 10 percent except that wood products cut from 
lands under ‘‘special classification’? are subject to the following rates upon 
stumpage during each of the first 8 years of classification: First year, 2 percent; 
second year, 3 percent; third vear, 4 percent; fourth year, 5 percent; fifth year, 
6 percent; sixth year, 7 percent; seventh year, 8 percent; and eighth year, 9 
percent. If the conservation commission [hereinafter referred to as the com- 
mission] finds that the owner has destructively cut the timber on classified 
lands ‘‘without making satisfactory provision for adequate restocking”’, the 
foregoing yield-tax rates are doubled. No such taxable products may be cut 
until 30 days after the owner has filed with the commission and also with the 
tax commission a notice of intention to cut, specifying the kinds and amounts 
of products to be cut, and has filed with the tax commission a bond in such 
amount as required by the tax commission unless waived by it. For the assess- 
ment of the yield tax the commission determines annually, for all localities 
containing forest-crop lands, the stumpage values of the various classes of forest 
products likely to be cut from such lands. The owner reports to the commis- 
sion semiannually the varieties and quantities of products cut during the pre- 
ceding 6 months. The commission may accept such report, or it may itself 
determine the facts, with or without a hearing. In either event the facts are 
reported to the tax commission, which levies the stumpage or yield tax on the 
basis of the report and the stumpage values then in force. At any time within 
a year after any cutting should have been reported, and after giving the owner 
opportunity to be heard, the commission may determine whether the quantity 
uf wood products cut from any forest-crop land was substantially in excess of 
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the amount on which the yield tax theretofore levied was based, and if so it 
notifies the tax commission, which then levies a supplemental yield tax. Fail- 
ure to make any report required by this paragraph or intentionally making 
any false statement in connection with the requirements of this paragraph is a 
misdemeanor, subject to a fine of not more than $1,CC0 or imprisonment for not 
more than 1 year or both. A penalty of 10 percent of the amount of the tax 
is imposed if the tax is unpaid for 30 days, and thereafter both tax and penalty 
draw interest at 1 percent per month until paid. The tax is collected by the 
State treasurer. All revenues from the yield tax are credited to the general 
funds of the State. The State retains from yield-tax revenues an amount equal 
to the total payments made under paragraph VI below with interest thereon at 
5 percent, and an amount equal to 5 percent of these payments (made under 
paragraph VI) to cover administration costs. Any yield-tax revenues in excess 
of these amounts are paid by the State to the town treasurer to be apportioned 
by him as provided in paragraph III above. 

V. Amounts expended in the planting, maintenance, and protection of forest- 
crop lands may be deducted in computing net income taxable under the State 
income-tax law. 

VI. The State in consideration of the expected loss to local revenue on account 
of the law] pays annually to each town the sum of 10 cents per acre on all forest- 
crop lands in the town, or proportionately less in case of insufficient appropria- 
tion. This State contribution is apportioned by the town treasurer to the county, 
town, and school districts in the same manner as the “‘acreage share.” 

VII-1-a. The initial qualifications for classification are as follows: The prop- 
erty must comprise not less than 40 acres, except in case of farm wood lots or of 
small tracts contiguous to larger ones already classified, and must appear to the 
commission to be destined permanently for the growing of timber rather than for 
agricultural, mineral, recreational, or other purposes. The forest must be such 
as to give reasonable assurance that merchantable timber will result within a 
reasonable time after classification. If any of the land ‘‘bears a stand of mer- 
chantable timber’’ and “less than 50 percent of the original volume thereof has 
been removed since 1915, such land is entered under special classification.” 

VII-1-—b. The procedure of classification, including ‘‘special classification’’, 
is initiated by a petition of the owner to the commission. Such petition must 
state, among other things, that the owner intends to practice forestry on the 
forest-crop land and that he believes this land to be more useful for forestry than 
for any other purpose. The commission, after public hearing and independent 
investigation, determines whether the qualifications have been met and, if so, 
orders the property so classified on condition that all unpaid taxes against the 
property be paid within 30 days. If the tax condition is met, such order is re- 
corded by the county register of deeds and is filed with the tax commission, the 
assessor of incomes, and the town clerk. No recording of “special classification” 
is required. If the commission orders the petition denied the order is final in 
case of areas under 40 acres, otherwise the owner may appeal to the courts. 

VII-2. The requirements for continued classification are as follows: The 
initial qualifications must be maintained so far as they are applicable. The 
forest-crop land must, except in case of farm wood lots, be open to the public for 
the purposes of hunting and fishing under such regulations as the commission may 
from time to time prescribe; it must not be used for any purpose other than 
forestry except that grazing is permitted on farm wood lots. The forest-crop land 
continues classified for a period of 50 years, subject to an extension of another 50 
years, by mutual agreement. The commission is required once every 5 years to 
make an investigation to determine whether forest-crop lands are entitled to 
continue so classified, and such investigation may be made at any time on appli- 
cation of the tax commission, any owner of forest-crop lands, or the town board, 
or on the motion of the commission itself. Transfer of the property does not 
affect classification. Whenever 50 percent or more of the merchantable saw tim- 
ber shall have been removed, “special classification’’, if in effect, is discontinued. 

VII-3. Declassification is effected by the owner’s withdrawal, by the commis- 
sion upon the owner’s failure to comply with the initial requirements, or by the 
expiration of the 50-year term. Use of the forest-crop land for purposes other 
than forestry, except grazing on farm wood lots, any time after 5 years results 
in declassification by the commission. The owner has the right of appeal to the 
courts from any findings of fact. A deciassification tax is imposed, which varies 
according to the cause of declassification. If the owner at any time withdraws 
his forest-crop land voluntarily, or if, any time after 5 years, he uses such land 
for anything other than forestry, except grazing on farm wood lots, the declassi- 
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fication tax is the difference between all property taxes that would have been 
paid had such land not been classified and all yield taxes and acreage charges 
actually paid, with simple interest at 5 percent on both sides. Forest-crop lands 
are assessed annually for the purpose of determining the possible future declassi- 
fication tax. The State deducts from the declassification tax all moneys with 
interest at 5 percent per annum paid by it on account of such classified land and 
remits the balance ‘‘to the treasurers of the respective units of government that 
would have been entitled to such tax had it been originally levied, and in the same 
proportion.”’ If the initial requirements are violated within the first 5 years of 
classification, the declassification tax is a payment by the owner to the State of 
the amount paid by the State to the town on account of the forest-crop land, 
with interest at 5 percent. If the declassification taxes and penalties are not paid 
to the State within 3 years, such land becomes the property of the county. On 
the expiration of the 50-year term, if classification is not renewed, the yield tax 
is levied on the value of the entire stand of merchantable timber. 

X. Classification is declared to establish a contract which runs as a covenant 
with the land, by which the State agrees that neither the repeal of the act nor 
any subsequent amendment shall apply to property already classified, except by 
the mutual consent of the owner and the conservation commission. 

NONOPTIONAL, WITH LAND Tax RESTRICTED 

The two yield-tax laws of the nonoptional type (Oregon and Wash- 
ington) are similar to the optional yield tax laws with land tax re- 
stricted, except that, in addition to defining the qualifications that 
make forest lands eligible under the law, they require the State board 
of forestry rather than the owner to take the initiative and to proceed 
with classification until all the eligible lands in the State are taxed 
under the law. They give the owner no option to withhold his prop- 
erty from classification if it clearly belongs to the class of ‘‘reforesta- 
tion lands”’ as defined in the respective laws. In practice, it is under- 
stood to be the policy of the Oregon board to give great weight to the 
desires of the owner, and of the Washington board to make the law in 
effect an optional one by classifying only land which is listed by the 
owner. However such policies are subject to change by administra- 
tive action. 

The two laws of this type are much alike, except that the Oregon 
law imposes a specific tax of $0.05 per acre on the land, while the 
Washington law fixes an assessed value of $1 per acre west of the 
summit of the Cascade Mountains and $0.50 east of thissummit. In 
Washington property in general is assessed in the neighborhood of 25 
percent of true value,” so that classified lands in that State are taxed 
as if they had actual values of about $4 per acre on the west side of 
the Cascades and of about $2 on the east side. Also the 12%-percent 
yield-tax rate is fully effective from the beginning in Oregon, while it 
comes into effect by degrees in Washington. A digest of the Oregon 
law, which was the first of this type to become effective, follows. 

OREGON. SPECIFIC PROPERTY TAX AND YIELD TAX, PASSED IN 1929 

Oregon Code, 1930, secs., 42-101 to 42-122. 

I-II. On properties classified as ‘‘reforestation lands’’, the ‘“‘forest values” of 
the land and forest crop are exempt from the general property tax. All build- 
ings, improvements, water and power rights, mineral, or other values other than 
forest values are subject to taxation as heretofore. Otherwise the operation of 
the property tax with respect to the classified properties is not changed. 

III. An annual specific tax, called the ‘‘forest fee’’, is imposed at the rate of 5 
cents per acre, levied, collected, and distributed in the same manner as the general 
property tax, including the same penalties for nonpayment. 

18 See pt. 4 of this report and (213, p. 5). 

25 101285°—35 
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IV. A yield tax is imposed upon the gross value, immediately prior to harvest- 
ing, of any “‘forest crop”’, i.e., timber, forage, chittim bark, Christmas trees, or 
any other marketable growth from the forest soil, which tax shall be due “* * * 
so long as such land shall remain in private ownership and irrespective of any sub- 
sequent classification * * *.’’ The rate of the tax is 12% percent. Before 
harvesting any forest crop, a written permit must be secured from the State board 
of forestry |hereafter called the board], which must first either have a full assurance 
that the yield tax will be paid or require the permittee to give sufficient bond to 
indemnify the State against any loss of yield-tax revenue. The permit must set 
forth the unit values of the several kinds of forest crop on the property. These 
unit values, which must be filed and be open for public inspection, are determined 
by the board as being the true market values immediately prior to harvesting. 
Any taxpayer may have a hearing before the board if he objects to the unit values 
listed in a permit, and he has thereafter the further right of appeal to the courts 
from the board’s final decision. While such appeal is pending before the courts 
he may make a cutting after filing a sufficient bond to indemnify the board and 
tax-collecting officers against any loss of taxes pending an adjudication of the 
issues in the courts. The owner on specified dates must transmit to the board and 
to the tax collector a sworn statement containing the number and the kind of 
units of all forest products harvested during the preceding 6 months from each 
legal subdivision of not more than 160 acres. For the purpose of determining 
the correctness of any statement, representatives of the board or of the State tax 
commission [hereafter called the commission] may enter upon classified land, may 
examine the owner’s records, or require the attendance and take the sworn testi- 
mony of any person. Any person harvesting forest crops from classified land 
without a permit or failing to pay the yield tax must pay an additional yield tax 
of 10 percent. The tax and penalty with interest at 10 percent are a first lien on 
the forest crop, and in addition to the statutory remedies for the collection of de- 
linquent taxes against real and personal property, the county must maintain an 
action against the owner and secure a writ of attachment serviceable in as many 
counties as the district attorney may direct. Furthermore, any person harvest- 
ing forest products from classified land without a permit is guilty of a misdemeanor 
and subject to a fine of not more than $1,000 or imprisonment for not more than 6 
months or both. The yield tax must accompany the statement forwarded by the 
owner to the tax collector, and it is apportioned by the county treasurer as are 
other taxes. 

VII-1-a. The initial qualifications for classification are as follows: The prop- 
erty must be chiefly suitable for forest-crop production. The land must not 
bear a mature forest crop in merchantable quantity; if it was assessed for its 
forest trees on the 1928 tax roll it cannot be classified without the approval of 
the county court until these trees are cut and removed. Immature stands left, 
after harvesting, for a future forest crop may be classified. 

VII-1-b. As soon as possible after the enactment of this law the board must 
determine what lands within the State meet the initial qualifications. Every 
year thereafter it must make a similar determination for all lands still remaining 
unclassified. All eligible lands are listed by legal description and a copy sent 
to the county assessor. A duly advertised hearing is then held at the county 
seat by one or more members of the board. At least 60 days prior to such a 
hearing a notice thereof is sent by mail to each owner of the iand proposed for 
classification. After hearing all testimony for and against classification, the 
board reconsiders and revises the list of lands to be reeommended for classifica- 
tion and forwards it to the commission with a report of the hearing. The com- 
mission then reviews the report of the hearing and the list of lands reeommended 
for classification and finally determines what lands shall be classified and pre- 
pares an appropriate order. A certified copy of this order is forwarded to the 
county assessor, to the board, and to the owner of the land. Any taxpayer can 
request a hearing before the board on any subject pertaining to the activities of 
the board and has the further right of appeal to the courts from any decision of 
the board or of the commission. 

VII-2. The requirements of continued classification are as follows: The initial 
qualifications must be maintained so far as they are applicable. The board must 
ascertain periodically if classified lands continue to be protected as required by 
law and used primarily for forest-crop production; if not, the board reeommends 
to the commission that they be declassified. Classified property under contract 
is to be held for the growing of forest crops upon terms and conditions required 
by the board. The board is authorized to make rules and regulations necessary 
to accomplish the purposes of the law. The law contains no provision with 
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reference to the effect upon classification of transfer of the property except as 
noted in X below. } 

VII-3. Declassification is effected by the commission upon the basis of facts 
and recommendations submitted to it by the board, when in the commission’s 
judgment it is to the public interest or when in its judgment the lands are not 
being used to accomplish the purposes of the law. Any taxpayer may have a 
hearing before the board on any subject pertaining to the activities of the board 
and may appeal to the courts from the board’s or the commission’s final decision. 
The declassification tax, when declassification is because of improper use, is the 
excess, if any, for the period during which the property was classified, of the ad 
valorem property tax on comparable land [evidently intended to include the 
trees] over the amount of the forest fees paid. This excess is subject to the same 
interest, penalty, and cost charges as apply to delinquent ad valorem property 
taxes and is collected as are such delinquent property taxes. 

VIII. Any person who knowingly makes any false return or representations 
under this law shall be deemed guilty of a misdemeanor and be punished by a 
fine of not less than $100 nor more than $1,000 or by imprisonment for not less 
than 30 days nor more than 1 year or by both. 

X. The board on behalf of the State and at the owner’s request may, on and 
after July 1, 1933, enter into a contract with a landowner for the purpose of 
developing and growing forest crops on the land for a specific period, if in the 
board’s judgment such an agreement will accomplish the purposes of this law. 
Property under contract is taxed annually as classified land under this law. Con- 
tracts are recorded by the board in the deed books of the county, and the prop- 
erty may be transferred when, in the judgment of the board, it will not defeat 
the purposes of the law and when the State and its taxing agencies are amply 
protected against any loss of revenue. Contracts may be cancelled by the board 
upon the failure of the owner to comply with the terms and conditions thereof or 
with the forest laws of the State that affect the lands covered by such contracts. 
A contract, unless it is renewed by mutual agreement, terminates at the end of a 
specified period, which period must not exceed the number of years estimated by 
the board as necessary to mature the forest crop. 

EXPERIENCE AND CriTIcAL ANALYSIS 

The experience with optional yield-tax laws is that they have had 
no substantial direct effect on the forest tax situation. As shown in 
table 119, the portion of the private forest area to which the law is 
applied is less than 1 percent in 7 of the 12 States having laws of this 
type, namely, Alabama, Massachusetts, Minnesota, Connecticut, 
Michigan, New York, and Pennsylvania. Even the most widely 
used optional yield-tax laws have classified under them no more than 
2.1 percent of the total privately owned forest area of the State con- 
cerned. It is the usual history of such laws that immediately after 
their passage some lands were classified at a rapid rate. However, 
as soon as the owners who were active in backing the passage of the 
law and those who were aroused to take action by the publicity attend- 
ing its passage had had time to get the classification of their lands 
accepted by the responsible State authority, the additional area classi- 
fied each year was much reduced. Thus the law has remained appli- 
cable to a relatively small area, most of which was classified within a 
few years of the law’s adoption. A study of the nature of the optional 
laws suggests a number of reasons for their failure to exert any large 
and direct influence on the taxation of forest lands. 

The optional feature is in itself a handicap, being in general foreign 
to taxation practice. By definition a tax is a compulsory contribu- 
tion to government, and to introduce any optional features is to some 
extent to lessen the tax character of the contribution. An option sug- 
gests that a special favor is being granted, even though in fact the 
law may not go beyond the bounds of fairness to both the forest 
owner and the general public. A property owner is deterred from 
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seeking classification under an optional law, both by the feeling that 
his neighbors will disapprove and by the fear that the assessor will 
discover or pretend to discover that his other property is undervalued. 
The prevailing underassessment of all property makes it easy for the 
assessor to offset any tax advantage on forest property by an increase 
in assessment of other property of the same taxpayer, although there 
is no evidence that this is actually done except in rare cases. This 
handicap may be lessened by an active effort on the part of the State 
forestry department to promote a favorable public attitude toward 
those who take advantage of the law and by strict control of the re- 
sulting adjustments made by the assessor. However, if the special 
forest-tax law does not concede more than justice requires, the imme- 
diate tax advantage may not be sufficient to overcome even a slight 
hesitation on the part of an owner. 
Many of the optional laws have been drawn up with so many pro- 

visions to safeguard the public interest that the taxpayer is likely to 
feel that any advantage which he might gain through the law is out- 
weighed by the obligations assumed and the dangers of arbitrary and 
oppressive administration of regulatory provisions by the State au- 
thorities. For example, the Alabama law provides that on classified 
lands timber may be cut, turpentined, or otherwise utilized only in 
accordance with the rules of the forestry commission. In Michigan 
the owner of properties classified as ‘‘commercial forest reserves”’ 
must obtain permission from the department of conservation to cut 
merchantable forest products, and he 1s not allowed to exercise exclu- 
sive hunting and fishing privileges on the classified land. A forest 
property classified under the New York law must be cut according 
to the principles of practical forest management as directed by the 
conservation department. In Pennsylvania a classified forest prop- 
erty is subject to the provision that, when the trees become ‘‘suitable 
for merchantable forest products”, the department of forests and 
waters shall at the request of the owner or on its own motion designate 
the kind and number of trees most suitable to be cut, if in its judg- 
ment there be any, and these shall be removed in accordance with its 
instructions. Provisions such as these may be entirely justified in 
view of the tax concessions with which they are joined, but they 
undoubtedly deter many owners from applying for classification under 
optional laws. 

Most of these laws offer tax relief only or chiefly to immature tim- 
ber, which in many instances escapes the attention of the assessor 
and consequently needs no relief from the property tax under existing 
conditions. Especially where ownerships are generally small the 
saving from classification in dollars and cents seems insignificant, 
even if the percentage saved is substantial. These conditions are 
illustrated in Massachusetts, where there is a special forest-tax law 
that is unusually free from burdensome administrative provisions. 
The taxation of immature stands is at present moderate in that State, 
partly because of low assessments and partly because tax rates on 
rural real estate are generally moderate, and therefore there is little 
inducement to an owner to seek any change. 

It is to be noted that in many States, after the effort necessary to 
secure passage of the law, it has been given little further publicity, 
so that a large number of forest landowners do not even know that 
such a law is in effect, while others are ignorant or misinformed as 
to its provisions. 
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Finally it must always be remembered that taxation is by no means 
the only obstacle to the practice of forestry; in many cases it is not 
even the chief obstacle. Where other economic factors outside of 
taxation make forestry appear so unattractive to private capital that 
forestry would not be undertaken even though the tax obstacle were 
entirely removed, it should be obvious that a tax option which does 
no more than equalize the taxation disability between forestry and 
other investments will not command the interest of the forest land 
owners. 

On the other hand, it should be recognized that, even though an 
optional yield-tax law may have had no substantial direct effect on 
the forest-tax situation in any State, it may nevertheless have had 
an indirect effect. ‘The publicity necessary to secure passage of the 
law may have produced some educational benefit by making more 
citizens forestry-minded. ‘Tax assessors may have been constrained 
to assess forest lands more moderately lest the owner take advantage 
of the option offered. There is little evidence available as to the 
importance of these indirect results. In any case, no law could be 
ee solely because it might lead to such haphazard and indirect 
eneiits. 
The experience with yield-tax laws of the nonoptional type has 

been very short, but it indicates that they promise to have far broader 
influence for good or ill than those of the optional type. The earliest 
nonoptional law was adopted by Oregon in 1929, and in spite of the 
difficulties of initiating classification policy and methods, over 700,000 
acres, or 5.2 percent of the privately owned forest land, have been 
classified. This is more than double the proportion classified under 
the most popular of the optional yield-tax laws, and the work of 
classification is still in its early stages. 

Experience with yield-tax legislation, both of the optional and 
nonoptional type, points to inherent difficulties in this kind of tax 
legislation. The rates of the yield tax are not based on any clearly 
defined principles. In the first laws they were chosen apparently by 
guess or compromise. In many of the later laws they were obviously 
copied from some other State. In no State has there been any at- 
tempt to make these rates responsive to revenue requirements or to 
changes in rates of taxation imposed on property in general. The 
rates now in effect vary from 5 to 12% percent. The rate is 5 percent 
in 1 State, Ohio; 6 percent in 3 States, Louisiana, Massachusetts, and 
New York; 10 percent in 5 States, Alabama, Michigan, Minnesota, 
Pennsylvania, and Wisconsin (except for temporary lower rates in 
case of special classification); and 12% percent in 3 States, Idaho, 
Oregon, and Washington. In Connecticut and Vermont there are 
two rates, 7 and 10 percent, depending on whether at the time of 
classification the trees were over or under a specified age (10 years 
in Connecticut and 15 in Vermont), The 7-percent rates in Con- 
necticut and Vermont and the 12%-percent rate in Washington come 
into effect by degrees; all of the others are fully effective from the 
start. 

In general, the yield-tax rates imposed are so low that they allow a 
material reduction in taxes not only below what they would have 
amounted to under the property tax, but even below that of a net 
income tax imposed as a substitute for the property tax at an equiv- 
alent rate. Consequently it has seemed necessary to offset such 
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undertaxation by requiring the beneficiaries to accept a degree of 
public control not imposed on ordinary taxpayers. It has been found 
exceedingly difficult to strike a balance between the concessions and 
offsetting requirements so as to be fair both to the public in general 
and to the forest owner. In optional laws particularly it has been 
found difficult to offer a reasonable concession to the owner that is 
sufficiently attractive to overcome his hesitancy to submit his prop- 
erty to the requirements. 

The problem of public finance which a universal application of the 
yield tax to private forest property would present has not been faced 
in existing laws. In the practical application of these laws the col- 
lection of yield taxes in a substantial amount has been postponed so 
far in the future and their amount has been so difficult to predict, 
that it has not seemed necessary to be greatly concerned with the 
cost of collection, the distribution of the revenue, or with its stabiliza- 
tion by setting up reserves for years of abnormally low production. 
In most of the existing laws there are no financial provisions whatever, 
except those specifying the distribution of the yield tax. It was 
apparently understood at the time of passage of such laws that their 
application would be so greatly restricted that their effect on public 
finances would be negligible, at least for a long time. 

This understanding has been proved to be correct. Information 
regarding the amount of revenue derived from the forest-yield tax was 
obtained from 12 of the 14 States having such laws in force. Of these 
12 States, 6 reported that no yield tax had ever been received by either 
State or local governments. This was in spite of the fact that the 
present yield-tax laws had been in effect in these States for from 4 
to 21 years. During the last 3 fiscal years (1931, 1932, and 1933), the 
Wisconsin yield-tax law has resulted in the collection of only $1,125.72 
in yield taxes—this is at the rate of a little more than $0.001 per 
classified acre per year. During the same period the Michigan yield- 
tax law applicable to commercial forests produced a tota! of $138.98 in 
yield-tax revenues; previous to this period only $2.50 in forest-yield 
tax had been paid. The Massachusetts yield tax produced about $20 
in 1931. This is the only yield tax collected during the 11 years the 
Massachusetts law has been in effect. The Ohio yield tax produced 
$61.54 during the 8 years it has been in effect. The Oregon yield tax 
has produced $502.89, that wasin 1932. In Washington $300 in yield- 
tax revenue has been collected. In each of these 5 States, Michigan, 
Massachusetts, Ohio, Oregon, and Washington, the yield- tax revenues 
have amounted to less than $0.001 per acre in those few years when 
any yield tax at all was received, and in Wisconsin the return has been 
but very slightly better. 
A few States have endeavored to compensate local units of govern- 

ment for loss of tax revenue through classification of land under 
special forest-tax laws by payments out of State funds. In Pennsy]l- 
vania the State pays the road and school districts each $0.02 per year 
for each acre classified. In Michigan the county, and in Wisconsin 
the town, is paid $0.10 per year by the State for each acre classified, 
but these liberal contributions to local revenues are intended to be 
reimbursed at least in part from the proceeds of the yield tax. In 
Wisconsin the State must be fully reimbursed before the local units 

19 The Wisconsin forest-crop law imclidos various provisions relating to county-owned forest land which 
have no direct bearing on the taxation of privately owned lands and are therefore not discussed in this report. 
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get any share of the yield-tax proceeds, and in Michigan the State 
gets one-half of these proceeds in any event. 

EXEMPTION LAWS 

There are now in effect six special forest-tax laws of the exemption 
class which are of general application. These laws contain provisions 
similar to those indicated as characteristic of the yield-tax laws, 
except that they provide no yield tax and no other tax in lieu of the 
exemption allowed to the properties to which they apply. 

OPpTiIONAL 

Five of these six exemption laws are of the optional type. In one of 
these, that of Delaware, both land and timber are entirely exempt for 
30 years, but this advantage is counterbalanced by the restriction that 
timber may be cut only under supervision of the State forestry 
department and may be removed only with the permission of that 
department. The Maine law exempts lands set apart for reforesta- 
tion for 20 years, and is subject to conditions in respect to number, 
distribution, and cultivation of the trees which are more readily met 
by plantations than by naturally regenerated stands. Though it has 
long been on the statute books, this law has not been widely invoked 
and the area now classified under its provisions is about 3,000 acres. 
In Connecticut the more recently adopted forest-tax law of 1929 
allows the exemption of all the trees for an indefinite period, but 
requires that the land be taxed at full value. This is the only exemp- 
tion law which may at the outset apply to merchantable trees. It is 
unusual in the very broad authority given the State forester. He 
may approve classification when, in his opinion, it would be advan- 
tageous to the community and to the owner to permit the trees to 
remain standing until they become suitable to be cut for lumber. 
This law was passed in 1929 and has not yet been widely applied, since 
less than 5,000 acres, or about 0.3 percent of the privately owned 
forest area, are classified under its terms. Digests follow of the 
Connecticut and Maine laws. 

CONNECTICUT. TEMPORARY FIXED ASSESSMENT AND ULTIMATE TREE EXEMPTION, 

PASSED IN 1929 

General Statutes of Connecticut, revision of 1930, sections 1188-1191. 
I-II. Properties classified are set in the list of the owner at the same value 

which actually appeared in the last completed assessment prior to the owner’s 
request for classification, which value may not be changed until the next general 
revaluation of all the taxable real estate in the town [by general law all real 
estate must be revalued at least every 10 years], when the land, exclusive of trees, 
is valued in the same manner as other land in the town, and thereafter the trees 
are exempt from the property tax. [The law does not use the term trees, but 
uses ‘‘tree growth’’ which has been interpreted by the courts as meaning trees.] 
The owner of classified land may enter a protest concerning the revaluation of 
the land with the assessors of the town and with the [State] tax commissioner. 
A hearing is then held by the tax commissioner or by an assessor of a town in the 
county whom he designates and who is paid by the owner. At the hearing the 
revaluation may be affirmed or a new value placed on the property, which then 
is the value until a subsequent general revaluation unless appeal is taken to the 
courts. Otherwise the operation of the property tax is not changed. 

VII-1-a. The initial qualifications for classification are as follows: The prop- 
erty must include trees and be of such character that in the opinion of the State 
forester it would be advantageous to the community and to the owner to permit 
the trees to remain standing until they become suitable to be cut for lumber. 
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VII-1-b. The procedure of classification is initiated by application of the 
owner to the State forester. The State forester, after an examination, decides 
whether the qualifications have been met and, if so, issues a certificate of classifica- 
tion, which he files in his office, copies being filed with the tax commissioner, and 
with the board of assessors of the town. A copy also goes to the owner, who must 
have it entered on the land records of the town. 

VII-2. The requirements for continued classification are as follows: The initial 
qualifications must be maintained. Wood and trees on classified land owned by a 
farmer may be cut by him when necessary for his own use in the conduct of the 
farm, or for improving or erecting buildings thereon. The law contains no pro- 
vision with reference to the effect upon classification of transfer of the property. 

VII-8. Declassification may be effected by the State forester whenever he shall 
ascertain that the property is no longer used for the purposes contemplated by 
the law, notice thereof being sent to the tax commissioner, the assessors, and the 
owner. 

MAINE. FOREST TRACT EXEMPTION, PASSED IN 1872, AMENDED IN 1907, 1909, AND 1927 

Revised Statutes of Maine, 1930, ch. 13, sec. bs paragraph XI. 
Properties classified as ‘‘set apart for * reforestation”? are exempt 

from the property tax for a period of 20 years. "The land must be cleared land or 
land from which the primitive forest has been removed, which has been planted 
or set apart for the production of forest trees and successfully cultivated for 3 
years, the trees at the time of classification being not less in number than 640 per 
acre and well distributed. The procedure of classification is initiated by applica- 
tion of the owner, to the assessors, stating that such land is set apart for the sole 
purpose of reforestation and for the benefit of the State, and stating all facts in 
relation to the growth and cultivation of the incipient forest. The trees must be 
kept alive and in a thriving condition during the 20-year period. 

The two remaining exemption laws of the optional type, those of 
Indiana and Iowa, are very similar. These laws are designed to 
promote better management of farm wood lots by requiring as a 
condition of classification the exclusion of grazing and the maintenance 
of a full stock of growing trees. They both provide for assessment 
of the land at a specific figure, $1 per acre in Indiana and $4 per acre 
in Iowa. 

The Iowa law permits the greatest ease in listing or withdrawing 
lands, but in practice the owner is obliged to ask for renewal of class- 
ification each year, as the listing is not treated as automatically con- 
tinuous.” The administration of this law is in the hands of the town- 
ship assessors, whose knowledge of the properties concerned is relied 
upon to prevent improper classification. The Indiana law contains an 
unusual provision designed to prevent it from being used by specula- 
tors as a means of tax avoidance. A law that offers such substantial 
reduction in taxes might ordinarily attract applications from owners 
having no interest in the practice of forestry, but who wished to hold 
for appreciation in value real estate having possibilities of development 
for residential, resort, or other purposes. Such an owner would count 
upon withdrawing his land from classification when the time was ripe 
for sale or other disposition. This abuse of the law is effectively 
prevented by a declassification tax equal to the increment in value 
from the time of classification as determined by comparison of an 
official appraisal made and placed on record at the time of classifica- 
tion with an appraisal made at the time of declassification. 

Relative to the privately owned forest area, the Indiana law is one 
of the most widely applied of optional laws, including those providing 
for a yleld tax. Over 86,000 acres, or about 2.5 percent of the private 

20 The obligation on the owner to apply for renewal of classification each year is apparently not imposed 
by law, but it is reported to be an administrative requirement, by W. F. Sullivan, in an unpublished master’s 
thesis, lowa State College. 1928. 
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forest area, are classified under its terms. This result appears due to 
the decided tax concession which is offered and to the effective 
administration by the State forester’s office in the department of 
conservation. The law is well advertised, and landowners are 
definitely encouraged to take advantage of its provisions. Prelim- 
inary to classification, an inspection of each wood lot is made by a 
qualified forester, and the owner is advised what silvicultural measures 
are necessary to make it eligible under the law, as well as other treat- 
ment that would be beneficial. 

A digest of the Indiana law follows. 

INDIANA. FOREST TRACT FIXED ASSESSMENT, PASSED IN 1921 

Burns Indiana Statutes, 1926, secs. 4771-4789. 
I-II. Properties classified as ‘‘forest plantations” or ‘‘native forest lands” are 

assessed for general taxation purposes at $1 per acre. If any oil, gas, stone, coal, 
or other mineral is obtained from such land, this may be assessed separately. 
Otherwise the operation of the property tax is not changed. 

VII-1-a. The initial qualifications for classification are as follows: The property 
must contain at least 3 acres; it must not have dwellings or other buildings thereon, 
other than a sugar camp or a sawmill in order to utilize the timber grown thereon. 
The trees may have been secured by planting, by seeding, or by natural regenera- 
tion and may be of any species except those specifically not deemed to be timber 
trees. The land must carry a good stand of trees, as set forth in exact detail in 
the law, without open areas. 

VII-1-b. The procedure of classification is initiated by application of the 
owner to the State forester, a copy of which must be recorded in the office of the 
county recorder. The application must contain a detailed metes-and-bounds 
survey of the property to be classified and must state the value of the land and 
of all other land in the same section outside of cities and villages as appraised by 
the township assessor. Such appraisal shall be the true cash value, including 
any mineral, stone, oil, or gas value. The owner may appeal from this appraisal 
to a board consisting of the assessor, auditor, and treasurer of the county, and the 
decision of such board is final The expense of the survey is borne by the appli- 
cant, the expense of the appraisal by the county. If, in the opinion of the State 
forester, the application and the property comply with the law, he immediately 
notifies the county auditor that the property has been duly classified. 

VIIJ-2. The requirements for continued classification are as follows: The initial 
qualifications must be maintained so far as they are applicable. No domestic 
animals may graze upon the property. The State forester is required to inspect 
the property ‘‘at any time.’”’ The owner is required to make an annual written 
report to the State forester. Transfer of the property does not affect classification. 

VII-3. Declassification is effected by the owner’s withdrawal or by the failure 
of the property to meet the requirements of the law as determined by the State 
forester. A declassification tax is imposed, being ‘‘an unearned increment tax’’; 
that is, the difference between the appraised value of the land made by the town- 
ship assessor, at the time of declassification, and its appraised value at the time of 
classification. The owner has the same right of appeal from the appraisal at the 
time of declassification as he has in case of the original appraisal. The tax is dis- 
tributed, 25 percent to the State, 50 percent to the county, and 25 percent tothe 
township. 

VIII. Any person violating any provision of the law is guilty of a misdemeanor 
and liable to a fine not exceeding $250, to which may be added imprisonment not 
exceeding 6 months. 

NONOPTIONAL 

Among the laws of general application the only exemption plan of 
the nonoptional type is that of California. This plan is automatically 
applicable to all land of the special class regardless of any action 
taken by the owner. The exemption, granted by a constitutional 
amendment adopted in 1926, applies to all immature forest trees 
which have been planted on land not previously bearing merchantable 
timber, and to trees that have been established by planting or by 
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natural growth upon land from which the merchantable original 
growth timber has been removed to the extent of 70 percent of all 
trees over 16 inches in diameter. Timber is considered mature at 
such time after 40 years from the time of planting or removal of the 
original timber as shall be determined by a board representing the 
State board of forestry, State board of equalization, and the aSSeSsOTs 
of the county. This constitutional amendment is considered in 
effect without subsequent statutory enactment. 

It was the expectation that the California plan would have little 
immediate effect on local revenues, since it was the custom of assessors 
to recognize no value in young timber stands such as those exempted. 
The purpose of the enactment is to provide a safeguard against 
future burdensome taxation of immature forests and thus act as an 
incentive to private operators to hold and protect their cut-over 
lands. 

Opinions differ as to the effectiveness of this plan. Gross under- 
valuation is so widespread in California (12, pp. 59 and 60; 180, pp. 
17-26) that it would require a very intensive study to determine how 
immature forest lands are actually assessed in comparison with other 
property. If all assessments were made at 100 percent of value, it 
would be possible for owners to be certain of getting the advantage 
of the exemption allowed, and in such case the inducement to hold 
and protect cut-over lands for growing timber crops would be sub- 
stantial. Under the present system of general undervaluation, it is 
practically impossible for an owner to tell whether or not he should 
be entitled to a lower assessment on his cut-over lands on account of 
the exemption of the growing timber. If he should insist on a reduc- 
tion in assessment of his cut-over lands, the same condition of under- 
valuation would permit the assessor to offset the reduction by an in- 
crease on his other property. Therefore it is possible that the Cali- 
fornia tax amendment may have made little or no change in the pres- 
ent situation, but it does offer the promise of a substantial advantage 
to owners of growing timber properties in the futute, if ever a reform 
in the assessment system by which assessed values will be made to 
approach the legal standard is brought about. 

CriTicaL ANALYSIS 

The laws exempting timber from taxation without imposing any 
yield or other substitute tax have been shown to be in the nature of 
subsidies. In the laws of the kind which have just been discussed, 
the subsidy is strictly limited in amount through provisions restrict- 
ing the period of the exemption or the class of trees to which it is 
applicable. In all except the California and Connecticut exemption 
laws there are offsetting requirements or obligations imposed on the 
owner of a forest property as a condition of the exemption. 

The questions involved in the levy and collection of yield taxes 
are avoided in the exemption laws. Otherwise the difficulties en- 
countered in formulating yield-tax legislation are met in connection 
with exemption laws. There is the same difficulty of offsetting tax 
concessions by special requirements in such a way as to strike an even 
balance between the interest of the taxpayer and of the public as a 
whole. Also the problem of meeting revenue losses is generally met 
in these laws indirectly by restricting the exemption to classes of 
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timber of little present importance in the tax base or by other restric- 
tions which have the effect of preventing them from being widely 
applied. 

COMPARATIVE TABLE 

Table 120 shows the most important provisions of the existing 
forest-tax laws in such a way as to simplify the making of comparisons 
between the different laws. The information presented is so condensed 
that it must naturally omit many provisions that might be of impor- 
tance to one seeking detailed information. For more complete 
digests, similar to those which have been given to illustrate the dif- 
ferent types of forest-tax laws, the reader is referred to the progress 
report which deals with this subject.”! 

21 See footnote 10 on p. 14. 
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CRITICISM OF CERTAIN FEATURES 

The mathematical principles underlying the yield-tax and exemp- 
tion laws have been discussed in part 3. At this point it is appropriate 
to consider certain features which seem to limit the usefulness of 
the existing legislation of this kind. The first to be considered 
arises from the use of the fixed or limited assessment or the specific 
tax on the land. 

It has been shown that if the land element of a forest property is 
taxed under the unmodified property tax, it is in danger both of 
relatively high assessment and of high local tax rates. The realization 
of this danger has led to a demand for special treatment of classified 
forest lands in addition to the provisions affecting the timber. Such 
special treatment has appeared to offer an easier way than following 
the hard road of reforming the administration of the property tax, 
particularly of assessment practice. The restrictions on the taxation 
of land, as shown, have usually taken the form of fixed assessments 
or specific taxes. A degree of certainty appears to be introduced 
into this part of the tax burden by these devices. The fact is usually 
overlooked that prospective changes in the general price level of all 
commodities or in the special price level of forest products may make 
a fixed assessment or a specific tax a highly uncertain burden. In 
case of a long-continued drop in the price level of forest products, the 
owner might quite reasonably anticipate that there would also be a 
drop in the value of his forest lands which would, under the normal 
operation of the property tax, result in lower assessment and lower 
taxes. If the tax were specific it could not drop at all; if the assess- 
ment were fixed the tax cost could not drop as rapidly as it otherwise 
might. If an attempt be made to adjust for such changes by legisla- 
tion amending the law as to the fixed assessment or the amount of 
the specific tax, the element of certainty claimed for these devices 
would be destroyed in another way. 

Under a system of fixed assessment or specific tax on forest land, 
the less valuable land suffers a heavier burden in proportion to its 
value than does the more valuable land. Forest land varies materi- 
ally in price per acre. A fixed annual tax may impose a severe bur- 
den on low-priced land, and a very light burden on high-priced land. 
The same situation holds in the case of a fixed assessment. A fixed 
assessment is far more burdensome on low-priced than on high-priced 
forest land. The specific tax is not related in any way to govern- 
mental needs, so that the effect of variation on those needs on property 
not subject to this tax is unduly intensified. The fixed assessment 
or the specific tax is inherently arbitrary and inelastic and not propor- 
tioned either to ability to pay or to benefit received, and the specific 
tax is not adjustable to public-revenue requirements. 

The hope of obtaining certainty as to the future burden of taxes on 
forest property has also been responsible for the contract feature which 
has been included in a number of existing laws. The contracts 
provided for in these laws usually attempt to prevent future legis- 
latures from changing the tax status of specified forest properties by 
setting up a contractual relationship between the owner of the forest 
property and the State. The owner is seldom required to assume 
any real and unavoidable responsibilities in consideration of this 
protection. Such one-sided contracts are of doubtful validity in 



FOREST TAXATION IN THE UNITED STATES 403 

law, as indicated by the court decisions that bear on this question. 
Aside from their doubtful legal status, such contracts are speculative 
in character because of unpredictable future events which may en- 
tirely change their effect. A line of action that is appropriate now 
might lead to grave injustice if adhered to in the face of changed 
conditions, such as a material alteration in the monetary system. 
The contract feature is therefore regarded as inadvisable. 

Some of the difficulties in connection with the optional feature that 
characterizes most of the forest-tax laws have been discussed in ex- 
planation of the relatively small areas classified under these laws. 
It has also been indicated that, if any such law were widely applied, 
there would be reason to suspect that special favors were being granted 
of sufficient weight to overcome the hesitation of the owner to classify 
his property for taxation by an unusual method. As a general 
principle, it would seem that if a certain tax reform is worthy of 
adoption at all, it should apply to all owners of the kind of property 
involved, not only to those who choose to take advantage of a certain 
option. 

The plan of compensating local units of government out of State 
funds for loss of tax revenue from classified forest lands is a feature of 
some of the yield-tax laws which is subject to certain dangers. From 
the viewpoint of tax equity, such payments should be sufficiently 
moderate so that the State may be reasonably certain of eventual 
reimbursement from the yield tax. Also, the local government 
organization thus assisted should be adapted to the real needs of the 
communities which it serves. The dangers are that the payments 
may be fixed in a haphazard manner so as to constitute a drain on 
the resources of the State beyond possibility of reimbursement from 
yield taxes, and that they may prevent or delay the reorganization 
on a more economical scale of overdeveloped local government. 

CONCLUSION 

It is evident that the special forest-tax laws now in effect are to be 
regarded as experimental in character, rather than as furnishing any 
model for adequate legislation on this subject. The laws of the 
optional type, whether they include the yieid-tax feature or not, 
appear to be inherently destined to a narrow application. Those of 
the nonoptional type, as soon as sufficient time for classification has 
elapsed, will be more severely tested by the broader application which 
they demand. The nonoptional yield-tax laws of Oregon and 
Washington promise substantial benefit in preventing the threatened 
breakdown of private ownership of cut-over lands in those States. 
On the other hand, they are subject to the discriminations and dangers 
of the specific land tax or of the uniform fixed assessment. They 
also fail to set up any method of adjusting the yield-tax rate to public 
requirements. ‘These difficulties are not so apparent now as they will 
be in the future, as the specific tax and fixed assessment are not very 
far from the present tax and present assessment on cut-over lands of 
the grades now being considered for classification, and yield taxes 
are not yet due. Neither can the California plan be set up as a 
model, not so much because its effect under the present imperfect 
administration of the property tax is questionable as because it repre- 
sents a plan that is not justifiable except as a strictly temporary 
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measure. As shown in parts 3 and 12, the permanent exemption of 
the forest growing stock from taxation is a greater concession than 
can be justified. Furthermore, any attempt to apply a temporary 
exemption to be removed at or near the maturity of present second- 
growth stands would seem to lead to the insoluble difficulty of finding 
any certain and inexpensive method of determining when each stand 
has reached that time. In short, while the forest-tax legislation of 
the past has given valuable experience, it has been chiefly negative 
in character. As yet it has not developed any law which may be 
regarded as representing an adequate solution of a positive sort to 
the forest-tax problem. 
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INDIVIDUAL AND CORPORATION INCOME TAXES 

FEDERAL INCOME TAX 

GENERAL DESCRIPTION 

The sixteenth amendment to the Constitution of the United 
States authorizing the Congress to levy a tax on income was pro- 
claimed February 25, 1913, by the Secretary of State as having 
been ratified and adopted as a part of the Constitution of the United 
States. In the first revenue act passed after the adoption of the 
amendment (act of Oct. 3, 1913, 38 Stat. 168) in section II, sub- 
section D, incomes received from March LO HO) December 31, 
1913, were subjected to the tax imposed by that act. Consequently, 
March 1, 1913, marks the beginning of the period during which 
income taxes lawfully may be assessed and collected under the 
sixteenth amendment. Although that date marks the beginning 
of the modern Federal income “tax, the fact is that prior to 1917 
the rates were so low and the exemptions so liberal that this tax was 
almost negligible as an economic factor. 

The participation of the United States in the World War begin- 
ning in 1917 made it immediately necessary for the Federal Govern- 
ment to raise huge sums of money. The enormous debt and other 
obligations arising out of that war have contributed largely to a 
heavy Federal budget, with which the Nation will be burdened for 
many years. The income tax has become the chief reliance of the 
Federal Government in meeting this budget. 

The normal tax on individuals was increased from 1 to 2 percent 
in 1916. This rate was again doubled in 1917 for incomes of over 
$2,000, and the personal exemption was reduced. There was in 
1918 a third increase in normal rates, which became 6 and 12 per- 
cent, the lower rate applying to the first $4,000 of net taxable in- 
come. Surtaxes, which were imposed at progressive rates, at first 
did not go above 6 percent, but these rates were successively raised 
in 1916, 1917, and 1918, when they reached a maximum of 65 per- 
cent on the excess of net incomes over $1,000,000. After 1918 
normal rates were reduced, and after 1921 surtax rates also. These 
rates reached a low level in the period 1925 to 1931 and were ac- 
companied by high personal exemptions and credits for dependents. 

405 
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The Revenue Act of 1926, which was made applicable to 1925, fixed 
a normal rate of 1% { percent on small incomes ($4,000 or less) and 
surtaxes up to a maximum of 20 percent applying to the excess of 
net incomes above $100,000. In addition, in the years 1924 to 
1931, the amount of the tax was further reduced by 25 percent of 
the tax on ‘‘earned income”’, as defined from time to time in the 
revenue acts. <A special reduction of 1 percent in the normal income- 
tax rates was allowed for 1929 only, giving the small incomes of 
that year the benefit of a rate of only 0.5 percent. In 1932 the 
normal rates were again increased to 4 percent and 8 percent, the 
lower rate applying to the first $4,000 of net taxable income, the 
earned-income credit was discontinued, and the personal exemptions 
were reduced. At the same time, high surtaxes were restored, the 
rates reaching a maximum of 55 percent applicable to the excess of 
incomes beyond $1,000,000. 

The income tax on corporations has had a similar history. There 
were increases in rates in 1916 and 1917, and a maximum burden 
was reached in 1918, when heavy excess- -profits taxes were imposed 
in addition to an income-tax rate of 12 percent. Beginning with 
1919 there was a marked reduction in these taxes; in 1922 the excess- 
profits taxes were discontinued, and the income-tax rate was in- 
creased to 12% percent. During the period 1928 to 1931 the rate 
was 12 porcentt with a drop to 11 percent in 1929. In 1932 the tax 
on corporations was increased to 13%; percent. More detailed 
information as to these rates may be found in the publications of 
the Treasury Department (225, 226, tables A to D). 

While the rates will undoubtedly vary from year to year, it appears 
that a fairly heavy Federal income tax must be reckoned with for 
a long period to come. 

In general, the Federal income tax is levied on incomes only 
when realized in cash or its equivalent. This feature makes it ap- 
propriate to the business of forestry, since the amount and due date 
of the tax are automatically adjusted to the irregular character of 
the income afforded by the unorganized forest properties of this 
country. However, there are some practical difficulties in the 
application of the income tax which will be discussed at this point. 

THE DEPLETION ALLOWANCE 

In the process of manufacturing lumber, pulpwood, or similar 
goods, a capital asset, standing timber, is converted to an article 
of commerce, such as lumber or pulpwood. A similar phenomenon 
takes place when coal or metallic ore is removed from the mines, 
or oil from its natural storage grounds. The reduction of capital 
assets involved in the conversion of these materials from their natural 
state is known in accounting terminology as depletion. In the 
meaning attached to income by accountants and Federal income- 
tax law, income does not include any receipts which represent the 
value of a capital asset which is thus used up in the process of man- 
ufacture. Therefore, to reflect correctly income for a definite 
period, such as a year, it is necessary to make allowance for this 
depletion. In the case of a lumber ‘business, the depletion for a 
given year is the stumpage value of the timber felled during that 
year. In other words, to determine the net taxable income of a 
lumber manufacturer owning a timber supply, there is deducted 
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not only ordinary and necessary expenses of the business and de- 
preciation of the plant, but also the stumpage value of the timber 
taken from the forest. The portion of the annual receipts which 
represents this stumpage value is a return of capital and as such 
cannot properly be included in taxable income. 

The basis for the determination of the stumpage value which may be 
deducted from gross income as depletion of timber is highly important. 
This basis has been fixed as original cost, with proper adjustments for 
capital increases or deductions, except when the timber was acquired 
prior to March 1,1913. In that case, if the cost so adjusted to that 
time is less than the fair market value at that date, the fair market 
value on March 1, 1913, rather than the cost, governs the depletion 
allowance. The latter provision insures against taxation of any 
appreciation in value which occurred before the date March 1, 1913, 
when the income tax law went into effect. Capital additions to cost, 
or to value as of March 1, 1913, may include taxes and other carrying 
charges on unimproved and unproductive real property, unless they 
have been taken as a deduction by the taxpayer in determining the 
net income for the taxable year or prior taxable years.” 

The allowance for depletion is based upon the number of units of 
timber felled during the year and the unit value of the timber in the 
account or accounts pertaining to the timber cut. This unit value is 
known as the depletion rate. The depletion rate for a given timber 
account in a given year is the quotient obtained by dividing the sum 
of the value of the timber on hand at the beginning of the year and the 
cost of the number of units acquired during the year and proper 
additions to capital, by the sum of the total number of units of timber 
on hand in the given account at the beginning of the year, and the 
number of units acquired during the year, and the number of units 
required to be added (or deducted) by way of correcting the estimate of 
the number of units remaining available in the account. The amount 
of the deduction for depletion with respect to a given timber account 
is the number of units cut during the year from the timber covered 
by that account multiplied by the appropriate depletion rate. While 
depletion of timber takes place at the time that the timber is felled, 
depletion for purposes of income-tax accounting is treated as taking 
place at the time when, in the process of exploitation, the quantity of 
awa so felled is first definitely determined (223, art. 249; 227, art. 
241 

The above method of accounting for depletion is designed primarily 
to fit the usual lumbering operation, where the forest is being destruc- 
tively cut and growth of timber is a negligible factor. The Federal 
revenue acts do not make special mention of growth, but the regula- 
tions of the Treasury Department pursuant to these acts provide that, 
if as a result of growth, or for other reasons, the quantity of timber 
becomes greater than the balance shown in the timber account, a new 
estimate of the recoverable units may be made as a basis for a new 
depletion rate (223, art. 255; 227, art. 246). For example, if the 
timber account at the end of a given year, before deducting depletion 
for the year, shows a balance of 10,000,000 board feet and $60,000, 
and a new estimate of the timber shows the actual quantity on the 

22 For more detailed information refer to current Treasury Department regulations. This paragraph is 
based on regulations 77 (227, arts. 240-248). 
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ground to be 12,000,000 board feet, the new estimate will be taken 
as the correct balance of timber, and the depletion rate will be changed 

$60,000 
10,000 

$60,000 | 
12,000 

from $6, » to $5 per M board feet, 

The result of this treatment of growth is that the owner of a forest 
who is cutting conservatively, either for a second crop of timber or for 
conversion to permanent forestry on an annual sustained or periodic 
yield basis, will find his depletion rate for that forest gradually reduced 
as the original timber in the account is gradually replaced by timber 
which has become merchantable since the original base for depletion 
was established. This reduction in the depletion base, or money capital 
remaining in the timber account, would be at least in part offset if the 
owner were required to add to capital accounts current expenditures 
which are generally considered as the cost of growing timber, such as 
taxes on cut-over land held for timber growth, cost of protecting and 
administering such land, and the extra logging costs arising from pre- 
cautions taken to secure regeneration and to protect young trees for 
the benefit of the next crop. These items might be treated as capital 
additions instead of current expenses under the present law, but, 
since they are not usually segregated from the ordinary operation 
expenses and the taxpayer naturally prefers to take them as deduc- 
tions from current income, it seems probable that in general they are 
not so capitalized. (The term “‘capitalize” is used in this part in the 
accounting sense, meaning to treat as capital on the books of account.) 
However, when part of the timber that was merchantable at the basic 
depletion date is reserved from felling as a basis for the future crop, its 
depletion value remains in the account as an initial investment in the 
new stand, corresponding to the initial cost of a planted stand. Also, 
when artificial reproduction is used in place of or to supplement 
natural reproduction, the cost of planting has been held to be a capital 
expenditure, not deductible from gross income as current expense, but 
added as capital to the depletion ‘base of the next crop. Presumably 
the same principle would apply to the cost of cultural operations, such 
as pruning and weeding, whether of natural or artificial stands. 
Nevertheless the tendency will be for the timber accounts to show 
values which do not fully reflect the actual cost of growing the timber 
even in planted stands, except in the unusual case where the owner 
has no other income and therefore does not care to charge off the taxes 
and other costs annually. The option of capitalizing the taxes and 
other carrying charges is allowed only with respect to unimproved 
and unproductive real property. 

It is not to the interest of forest owners who, as operators or other- 
wise, are recipients of taxable income, to ask for theoretically correct 
treatment of depletion. This would require that all expenses incurred 
primarily to establish the future crop be capitalized as a basis for 
depletion allowances, or else that they be offset against current deple- 
tion charges. Itis financ dally advantageous to take these expenses as 
deductions from gross income as early as possible. In fact, it has been 
proposed that the present partial inconsistency between the treatrnent 
of natural regeneration and planting should be done away with, not 
by correcting the treatment of natural regeneration through capital- 
ization of the entire cost, but by giving planting cost the legal status 
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of current expense regardless of its obvious capital character. Clearly, 
any treatment of capital investment as expense in determining taxable 
income is in the nature of a subsidy, as a sum equal to this capital 
investment thus escapes current taxation as income, and other tax- 
payers have to make up the loss in revenue. The amount of this loss 
in tax revenue is the product of the sum incorrectly treated as expense 
and the tax rate. The theoretical net gain to the taxpayer is some- 
what less than this amount, since eventually depletion allowances will 
be reduced by the amount of the capital expenditures currently ex- 
cluded from capital account, and taxable net income will be corre- 
spondingly increased. However, the increase in taxes on this account 
is so far in the future and so uncertain in amount that its present value 
is negligible. 

The present treatment of depletion is reasonably satisfactory as a 
temporary makeshift during the period in which the chief money 
income from forests is either from destructive cutting or irom more 
conservative operations which nevertheless involve material reduction 
in the existing wood capital. It is fairly easy of application and gives 
owners of unproductive forest properties the option of capitalizing 
taxes and other carrying charges, or of using them to reduce taxable 
income from other sources. While the treatment of capital expendi- 
tures is defective in that costs of natural regeneration may be charged 
off as current expense, this defective treatment is chargeable to the 
practical difficulty of determining and segregating the correct amounts 
of these capital expenditures rather than to any inconsistency in the 
law. The taxes lost are very small in amount, and the advantage of 
collecting them would be offset by the administrative difficulties in- 
volved in endeavoring to enforce the separation and capitalization of 
the items in question. 

The proposal to grant forest plantations an advantage of the same 
character by treating forest planting costs as current expense may also 
be defended on the ground that the amounts involved are small, but 
the argument based on administrative convenience does not apply. 
In fact a specific change in the income-tax law would be required in 
order to make this possible (222). The changing of the law contrary 
to sound income-tax theory in order to meet this special interest would 
be a dangerous precedent. Even if governmental aid by this method 
were otherwise des sirable, the amounts would be too small to have any 
substantial effect in encouraging forest planting and would be unequal 
as between different taxpayers. This contribution to private forest 
planting would be available only to corporations and individuals with 
current taxable income to be reduced by planting expenditures. In 
the case of individuals, the progressive rates on income would make 
the contribution larger for those with higher incomes. Under the 1932 
law, the aid would amount to 4 percent of the planting cost for tax- 
payers with net taxable incomes not in excess of $4,000, and a maxi- 
mum of 63 percent for those with net incomes of over $1,000,000; it 
would amount to 13% percent of the planting cost for corporations 
with taxable incomes. 
When annual sustained-yield forests begin to be established on a 

large scale 1t will be desirable to make provision by law or regulation 
for a change in the treatment of depletion for income-tax purposes 
applicable to such forests. Two different methods of accounting for 
depletion are suitable for sustained-yield forests. Either of these 
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methods might be required, or the taxpayer might be given the 
option of electing to follow one or the other. 

The first method of accounting for sustained-yield forests would 
involve a minimum of change from the existing income-tax regula- 
tions. It~equiresa depletion account for each part of the forest which 
constitutes a management unit. This account is built up by the addi- 
tion of capital charges for the establishment, improvement, and 
protection of the trees and is reduced by proportionate amounts as the 
trees are cut, sold, and lost by fire or other casualty. The only 
material change from the present procedure is the requirement that 
all capital expenditures in connection with growing timber be treated 
as capital charges to the appropriate depletion accounts, with no 
option to treat ary part of these charges as current expense. This 
method maintains on the books of account a reasonably accurate cost 
for the existing timber stands. It permits the determination of the 
cost of the particular timber depleted in a given year and thus enables 
an accurate determination of annual income. It takes account auto- 
matically of v arte Ons from the normal in either capital additions or 
depletion. To realize fully these advantages there must be careful 
and consistent accounting, and to check the results at any time the 
review must go back over a long period. ‘The disadvantages of this 
method from the viewpoint of tax administration are that proper 
capitalization of all charges would be hard to enforce and that satis- 
factory accounts would be difficult to obtain from taxpayers whose 
properties were not large enough to warrant the employment of an 
expert accountant. 

The second method of accountitig for depletion in sustained-yield 
forests would regard depletion as not taking place at all where there 
is a regular annual income based on annual fellings of approximately 
equal quantities of timber. The total wood capital in such a forest 
remains undiminished as the timber felled is replaced by growth. 
Since this method allows no deduction for depletion, it is, of course, 
proper to treat the cost of planting as well as of all other cultural 
operations as maintenance expense and to charge it off annually. 
Thus, under this plan, the depletion account is dispensed with, and 
all normal costs of maintaining the forest are treated as annual 
expense. Special provision for capitalization or depletion is necessary 
only in case of abnormal additions to or reductions of the forest capital. 
As will be described in part 11, this second method is the basis for the 
income-tax regulations of the German Reich, where credit for deple- 
tion is allowed only in cases of extraordinary fellings or sales, and the 
cost of planting and other cultural operations is capitalized only when 
these are on a scale large enough to be entirely out of proportion to the 
normal annual expenditures necessary to maintain the forest. This 
method has the advantage of simplicity, though it does not permit as 
accurate a determination of income as the first method in years of 
abnormal development or depletion. 

PROFIT AND LOSS FROM SALES 

The provisions of the Federal income-tax law with reference to 
computing the profits from sales of capital assets, insofar as they have 
any effect on forestry, are favorable. The base from which profits or 
losses are computed is the same as for depletion. However, the rate 
of the tax on capital gain is limited to 125 percent, provided ‘the asset 
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has been held by the taxpayer for over 2 years. Naturally the deduc- 
tion for capital losses is limited in the same manner. This limitation, 
which was first introduced into the revenue laws in the act of 1921 for 
the purpose of removing an artificial obstacle to transfers of capital 
assets, has the effect of making forest growing an attractive invest- 
ment from the tax standpoint for capitalists whose income is subject 
to high surtaxes. At the 1932 rate, any person with a net income of 
more than $16,000 is subject to taxes and surtaxes of 13 percent or 
more on the excess of income over $16,000. In 1929 about 200,000 
individuals reported net incomes in excess of that figure (224, Statis. 
1929, table 3). Even in 1930, when the effect of the current depression 
had already begun to be felt, more than 60,000 persons reported net 
incomes of $25,000 or over (224, Statis. 1980, p. 5). To individuals 
of these high income groups there are few methods of obtaining relief 
from high surtaxes. Securities which are exempt from surtaxes are 
limited in supply and offer a low yield. An investment in land which 
is restocking to forest or which may be economically restocked may 
offer a very attractive opportunity to the investor with a large 
income. It enables him to invest his capital without realizing any 
current taxable income. Not only does he avoid the taxes on the 
current income which would have normally been realized on this 
capital, but he gains still further tax reduction because the State and 
county taxes and other carrying charges on the growing forest increase 
his allowable deductions from other income. It should be noted that 
such reductions in taxable income come out of the highest surtax 
bracket, thereby giving the maximum benefit. When the lands are 
eventually sold and the value which has accrued over a period of 
years is realized, the tax on the income is limited to 12% percent. 
Therefore, if lands can be purchased for growing timber on such a 
basis as to offer fair returns to the investor when the trees reach a 
size profitable for cutting, an investment in such lands has special 
advantages to the man whose income is so large that relief from high 
surtaxes is desired. Of course, it is true that the investor has no 
guarantee that this favorable provision will be retained in the income- 
tax law, although it has remained unchanged in substance since its 
incorporation in the 1921 revenue act. Also, the present high surtax 
rates on large incomes may not be permanent. However, if income- 
tax rates are low at the time the forest matures, the owner will not 
be restricted to direct sale in order to get the advantage of a moderate 
rate of taxation but can either liquidate through manufacture of the 
timber and sale of the land, or make the forest a continuous enterprise 
with annual or periodic yield. 

STATE INCOME TAXES 

The direct effect of the State income taxes on forest property is at 
present slight, because of the relatively low rates. A few States tax 
incomes of corporations only. There were, on January 1, 1933, 20 
States with personal income-tax laws, 19 of which appear to be 
sufficiently broad in scope to include income from forestry (159, pp. 
174-177). ‘The rates in nearly all of these States are progressive, but 
they stop at limits varying between 3 and 7 percent, except in Wis- 
consin, where there is a surtax of one-sixth of the normal tax after 
certain deductions. In determining net income under these laws 
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allowances are made for depletion of timber on principles generally 
similar to those embodied in the Federal income-tax law. The only 
State which has any special provision relating to forestry in its 
income-tax law is Wisconsin, where it is provided that costs of 
establishing, maintaining and protecting forest plantations on lands 
registered under the Wisconsin special forest-tax law as ‘‘forest-crop 
lands’? may be charged as current expense.* As pointed out in the 
discussion of the proposal to insert a similar provision in the Federal 
income-tax law, this exceptional treatment of a capital expenditure 
amounts to a subsidy to forestry. 

The indirect effect of State income taxes on forestry is beneficial. 
These taxes were generally adopted in order to make possible the 
reduction of taxes on real estate. While this result was not always 
accomplished, it is probably true that the property-tax burden on real 
estate would have increased more rapidly had it not been for the use 
of income taxes. In 11 of the 20 States with personal income-tax 
laws, the receipts from this tax contribute directly to the support 
either of local units of government or of the public-school system. 
In the other 9 they are treated strictly as revenues of the State 
(159, pp. 175-177). 

GENERAL 

At the present stage of development, taxation of income, whether 
by the Federal Government or the States, has but little direct effect 
on the business of holding or growing forests. The Federal income- 
tax system has been shown to favor forestry as an investment for 
wealthy individuals. In general the income tax is the ideal method of 
taxing forests from the standpoint of the forest manager and owner. 
Taxes are proportional to net income and do not have to be paid 
except in years when income is realized in cash or its equivalent. 
There is no piling up of interest on taxes paid in advance of income 
and no problem of financing such advance tax payments. The only 
difficulties on the side of the owner are in the accounting field. Ade- 
quate records must be kept to substantiate depletion deductions, both 
as a base for determination of profit or loss from sales of timber and 
forest lands and to show net income within the meaning of the tax 
statutes. From the public viewpoint, the inequalities in yield of 
income taxes between different years make them ill adapted as a 
principal source of meeting. public reyenue requirements. In years 
of depression revenues fall rapidly, and it is a hardship on the public 
to make up the losses by sharply increasing rates just when additional 
taxes are most burdensome. If income taxes are relied upon as the 
chief source of revenue for any unit of government, some plan is 
called for by which the sum available from this source each year may 
be stabilized by building up a reserve in years when the yield is 
heavy to be drawn upon in years when the yield is light. Such plans 
have been proposed but have never been tried (221). There appears 
to be no insuperable obstacle to the satisfactory solution of this 
problem for the larger units of government, but it is generally agreed 
that the income tax is not well adapted to the use of units smaller than 
a State or Federal Government. However there is nothing to prevent 
a State from using income-tax revenues to give direct aid to local 
units of government or to defray a part of the cost of public schools 

8 Wisconsin Laws, 1929, ch, 350. 
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or other local functions. The present tendency seems to be toward 
increased use of income taxes. This tendency is favorable to forestry 
so far as these taxes serve to reduce the burden of the property tax. 

DEATH TAXES 

Death taxes may take either of twoforms: (1) A tax upon the estate 
as a whole regardless of the number of the beneficiaries or their 
relationship to the testator or (2) a tax on the several shares into 
which the estate is divided for transmission to the beneficiaries. In 
this second form cognizance is taken usually of the relationship 
between each beneficiary and the testator. The first form is usually 
called the estate tax, the latter the succession tax or the inheritance 
tax. In either case the tax is, of course, imposed only upon such part 
of the estate as falls within the legal jurisdiction of the State imposing 
the tax. Death-tax rates are generally progressive, with respect to 
the size of the estate in the case of the estate tax, and with respect to 
both the degree of relationship of the several beneficiaries and the 
amount of the respective shares under the succession tax. The 
Federal Government uses the estate tax. The States generally 
employ the succession tax. 

The effects of death taxes on the forest owner and on the practice 
of forestry depend on the type of forest and the type of forest manage- 
ment. 

In the case of a small sustained-yield forest a moderate death tax 
might be paid out of income, with no unreasonable burden on the 
owner or adverse effect on the enterprise. In many cases, however, 
such a tax is greater than can be paid out of current income, thus 
necessitating either heavier cutting than is consistent with good 
management or the sale of a portion of the property. In either case 
the management of the forest on a sound basis might be disrupted. 

The effect of heavy death taxes on an old-growth forest being 
converted, or capable of being converted, to sustained yield would be 
similar. Either excess cutting or subdivision of an economic forest 
unit might prevent the attainment of a sustained-yield enterprise. 

In the case of immature or second-growth forests, the imposition of 
death taxes is still more likely to have a discouraging, if not deleterious, 
effect. Ordinarily it would be impossible to derive sufficient income 
from the forest to pay the taxes. Lacking other resources, the estate 
might be driven to a forced sale of a portion or of all the property. 
This would have the effect of increasing the severity of the tax, even 
though it did not affect the future management of the forest. 

The payment of death taxes on an old-growth forest being destruc- 
tively cut, or held for destructive cutting, would have no adverse 
effect on forestry. In the latter case, the owner would of course sus- 
tain a loss if he were forced to liquidate on an unfavorable market. 
It is because they impose, all at once, a comparatively heavy tax 

obligation, which may frequently exceed the current income of the 
forest, that the death taxes are capable both of working hardship upon 
those who inherit forest property and of interfering with the most eco- 
nomical ownership or management of the forests. Under reasonably 
moderate rates, this feature of death taxation is capable of correction 
or mitigation at least, by the simple device of spreading the tax pay- 
ments over a series of years. 
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In Great Britain death taxes are based on the value of trees or 
timber at the time of the death of the owner and need be paid only at 
the time the timber is cut. If the tax rate is 20 percent, for example, 
the tax payable each year is 20 percent of the net receipts from stump- 
age, after deducting for management expenses subsequent to the time 
of death. As soon as the total receipts from stumpage, before deduc- 
tion of management expenses, equals the value of the timber for pro- 
bate, the death-tax obligation is discharged. If the beneficiary dies 
before that time, the unpaid balance is canceled, the timber is again 
valued and a new death tax is levied upon the new value. This 
method of collection was adopted so that the imposition of a death 
tax would not result in the destruction or overcutting of the forests 
in order to obtain funds to make payment. The result is the conver- 
sion of the death tax into a sort of yield tax. 

This plan is well suited to Great Britain, where the forests are gener- 
ally managed on a sustained-yield basis. As forests in the United 
States are not now commonly so managed, such a provision for pay- 
ment of death taxes would cause the death-tax claim to be attached 
to a great number of forests for many years without any payment. 
A modification of the British system which would be suitable to con- 
ditions in the United States will be proposed in part 12. 

After all, death taxes are ordinarily not a very important considera- 
tion in a broad view of the American forest tax problem. Death 
taxes are not levied directly upon most of the old-growth timber nor 
upon much of the second-growth. Farm wood lots and many small 
forest tracts are transferred in small estates which enjoy liberal 
exemptions. Larger timber properties are generally owned by cor- 
porations, a class of owners which is not subject to death taxes. The 
stockholders of the corporations must, of course, pay such taxes, but 
this fact does not ordinarily influence the management of the prop- 
erty. Even though a stockholder might sell a portion—or even all— 
of his stock in a forest-owning corporation in order to raise money 
to pay an inheritance or estate tax, the result would be merely to 
substitute another stockholder in his place, without any effect on the 
policy of the company. Only where a corporation was closely held 
might the situation approach that of the individual proprietorship. 
If a majority or a controlling part of the capital were owned by one 
stockholder, whose estate comprised little other wealth, payment of 
a heavy tax might lead to such sale of stock in the corporation as 
would deprive the heir of the control and so prevent, for example, the 
passing of the business on from father to son, or otherwise break the 
continuity of management. 

Another consideration which lessens the importance of death taxes 
in the whole problem of forest taxation is the fact that a very large 
estate paying death taxes at the higher rates seldom consists chiefly 
of forest property or of stock in a forest property. When there is an 
abundance of other property which might more easily be liquidated 
than the forests, there is little or no death-tax problem affecting the 
forest-growing business. 

The national committee on inheritance taxation presented to the 
National Conference on Estate and Inheritance Taxation in 1925 
certain conclusions and recommendations regarding death taxes, which 
being applicable to such taxes on all kinds of property, have more or 
less bearing upon the business of growing timber. They are pree 
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sented in the following paragraphs of this section, together with some 
comment relating them to the peculiarities of forest property (220). 

The death-tax rates, according to this committee, should be moder- 
ate. It suggests that the sum of Federal and State death taxes 
should not exceed 15 percent of the value of the property or the whole 
of the normal income for 3 years. If this suggestion were adopted, 
together with the suggestion for installment payments, the death 
taxes on forests might usually be paid within the lifetime of the new 
owner, even on the largest forest estates, without unduly interfering 
with the most profitable plan of management. 

The minimum and maximum basic inheritance tax rates which 
were in effect in the various aie in 1932 are as follows (159, pp. 154- 
155): 

Percent Percent 
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It will be seen that only eight of the States have rates which mate- 
rially exceed the maximum recommended by the national committee 
on inheritance taxation. 

That inheritance tax rates should be substantially uniform through- 
out the United States is another recommendation of this committee. 
This condition has now largely been brought about by the provision 
in the Federal estate tax law allowing a credit for State inheritance 
taxes paid to the amount of 80 percent of the Federal tax. The 
majority of the States have provided, usually by adding complimen- 
tary estate or succession tax provisions to their basic inheritance 
taxes, for a minimum State tax equal to 80 percent of the Federal 
tax. So far as the State tax rates are kept low, so as not to exceed 80 
percent of the Federal rates, uniformity is achieved, and the total 
amount of State and Federal taxes to be paid by the beneficiaries will 
not depend upon the residence of the testator nor upon the location 
of his property. 

Inheritance tax laws and rates should be stable. If the rates and 
provisions of a State inheritance tax law are changed in nearly every 
legislative session, as is now often the case, the law cannot operate 

24In Alabama, 80 percent of the Federal inheritance tax rate. 
26 Or not to exceed 80 percent of the Federal inheritance tax rate. 
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justly. The burden of taxes imposed only at death should not be 
dependent upon an accidental fact, such as the year of death. A 
person should be able to predict with some degree of accuracy the 
amount which his estate will have to pay upon his death. This fact 
is especially true in the case the estate consists of a forest property 
continuing through several generations of owners. 

It is desirable that estate tax laws be substituted for the succession 
tax laws now in vogue in nearly all of the States. This recommenda- 
tion is made for the purpose of simplification in administration and 
to enable States to take full advantage of the credit granted by the 
Federal estate tax law. If it is desired to make distinction between 
different classes of beneficiaries, this may be accomplished by providing 
for exemptions of various amounts depending upon the relationship 
between beneficiary and testator. 

As death taxes are a levy upon capital at progressive rates and are 
assessed and collected at irregular and unpredictable intervals, the 
equitable distribution and justice of them cannot be measured by the 
same scales as used in the case of the property tax and the income 
tax. Their future effect upon an individual forest property is not 
reflected in its value, but their effect upon the future of the general 
business of forest growing can be foreseen. As a matter of public 
policy, death taxes should be adjusted so that they will not dis- 
courage anyone from embarking upon this business. 

SEVERANCE TAXES 

The term ‘“‘severance tax’”’ is a collective one embracing several 
types of tax applied specifically to natural resources, such as minerals, 
gas, oil, timber, and the like, at the time of their severance from a 
state of nature. The tax may take the form of a gross-income tax 
or a net-income tax or a specific tax on the number, quantity, weight, 
or other measure of the particular class of product being severed. 
Whatever the form of tax, it will fall into one or the other and some- 
times into both of two general categories, namely, those levied in 
whole or in part in place of the ordinary property tax and those levied 
in addition to the property tax. Formerly only the first type was 
of importance. This type came into use as an expedient for getting 
around the technical difficulties inherent in the assessment of certain 
classes of property, particularly minerals, and for relieving the local 
assessors of work for which they were especially unqualified. Thus 
as early as 1846, Michigan, while it could not abclish entirely the 
assessment and taxation of iron and copper mines under the prop- 
erty tax, limited the property tax on such wealth to the revenue needs 
of the local communities and imposed in its place, for all other 
revenue purposes, a specific tax on the value of the products of such 
mines. In 1853 this was changed to a tax of so much a ton on the 
output of coal, iron, and copper mines. From then on many other 
States with mineral and other natural resources adopted this expedi- 
ent. In late years however many of these States have abandoned 
the severance tax and gone back to the property tax, but with expert 
centralized assessment substituted for the usual local assessment. 
The legislatures of these States have considered the property tax the 
fairer and more equitable form of taxation. 
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The forest-yield tax, so called, belongs to this first type of sever- 
ance taxes and is elsewhere (part 12) discussed-in detail as to its 
advantages and disadvantages. Accordingly only the second type, 
namely, those levied in addition to the property tax, needs further 
attention here. 

Severance taxes of this type are regarded as license taxes for the 
privilege of engaging in the business of extracting or otherwise sever- 
ing of a natural resource from the ground or inland waters of the 
State levying the tax. As already noted, however, they may take 
any one of the several specific forms mentioned. They are usually 
justified on one or more of the following grounds. Any natural 
resource is a free gift of nature, not arising from human efforts, and 
is severable and removable from the tax jurisdiction of the State. 
Consequently, it is held that the State should share in the returns 
over and above what is contributed by the ordinary property tax, 
such share serving to compensate it for the permanent loss from the 
tax base which the exploitation of such resource effects. Again, 
because of the fact that the value of such property when taxable 
under the property tax is progressively depleted, such property does 
not bear its fair share of the property tax burden. This discrepancy 
the additional tax tends to offset. A further justification claimed 
for it is that, following the exploitation of certain natural resources, 
the land surface is ruined for any subsequent use or is Jeft in such 
condition that it will be a long time before it can again be rehabili- 
tated and become a productive asset to the community. This situa- 
tion, it is held, calls for the licensing of such exploitation operations, 
in the interest of conservation, as a means of controlling the damage 
so far as possible, and for the charging of a fee to be used in rehabili- 
tating the land afterward. 

On the other hand, those who oppose the supertax idea for such 
resources as minerals, oil, gas, and timber claim that the State should 
have an equal interest in the fertility of farm land and in safeguarding 
it against depletion and abuse. Furthermore, it is urged that such 
resources are no more the heritage of the State in which they happen 
to be found than they are of other States and of the Nation, and that 
users of these resources in these other States should not be required 
to pay tribute to the State where they naturally occur. In answer 
to the argument based on diminishing value and the disappearance 
from the State of its natural wealth, it is claimed that a part of the 
resource at least is converted into other taxable forms of wealth, 
which continue to be a taxable asset of the State. 

While there are several States that levy this kind of severance 
tax on their natural resources, only two include timber. These are 
Arkansas and Louisiana. The Louisiana law,” as most recently 
amended (1928), provides for 5 different classes and 2 additional sub- 
classes of timber, classified by species. The rates, per thousand feet 
cut, range from 7 cents for second-growth pine and black, tupelo, 
and sap gums to 26 cents for cypress. In addition, turpentine (crude 
gum) is taxable at the rate of 10 cents per 400 pounds. (‘Other 
forest products” than those specifically mentioned are declared also to 
be taxable (sec. 1), though no specific rate is provided for any such 
(sec. 2).) The tax is due and payable quarterly. One-fifth of the 

#% Louisiana session laws, 1922, act 140, as amended 1928. 
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revenue from the levies on timber, along with those on oil, g gas, salt, 
shell, sand, and gravel, are allocated to the producing counties up to a 
maximum of $200,000 in any 1 year. The remainder of the revenue 
coes to the State severance tax fund. The county quotas are dis- Oe 

tributed to the school districts and other local jurisdictions according 
to the amount of ad valorem property tax payable to each, as shown 
by the last complete assessment roll. 

he one cansas tax law followed very closely the Louisiana law in 
force at the time of its enactment. The Arkansas law, as most 
recently 2 aneideal 1929), provides for a flat tax of 7 cents per thousand 
board feet of timber severed, to be reported and collected quarterly, 
and for the allocation of two-thirds to the common-school fund of the 
State and one-third to the producing county, half of the latter to gc 
to the highway funds and half to the common-school funds of the 
county.” 

In both States the producer is required to pay the tax in the first 
instance. Jf the producer is not the owner he is required and 
empowered to withhold the amount of the tax from his royalty 
payment to the owner, whether such payment be In money or in 
product. Furthermore, the Louisiana law makes the owner of the 
property from which the resource was severed ultimately liable for any 
delinguent severance tax. Such delinquent tax becomes a first lien 
and mortgage on the property. 
Whether or not a severance tax may be regarded as justifiable 

depends on the conditions under which it is applied. In an undevel- 
oped district where the property-tax burden is well under that which 
property in general is normally called upon to bear, the additional 
contribution which such property is called upon to make may not be 
unjust. If the resource is being destructively exploited, the severance 
tax would appear to be justifiable, even when property-tax rates are 
normal. No exception seems to be called for in the case of timber, 
either old growth or second growth, simply because it is a renewable 
resource. The fact that the forest is being destructively cut means 
that renewal is not a responsibility of the owner and that, if a fortui- 
tous young growth appears, it will almost inevitably be long delayed 
and of inferior quality. During the recovery period such a forest will 
contribute little or nothing in taxes to the support of community 
functions and may involve the community in heavy protection 
expenses to keep it from becoming a menace to other property. A 
severance tax limited to undeveloped districts with low property-tax 
rates or to resources being opereted destructively may therefore be 
regarded as a just contribution. However, it would generally be 
difficult in actual tax administration to distinguish between undevel- 
oped and normal districts or between forest properties which were 
being destructively operated and those which were being converted 
to forestry use. 

A severance tax levied on timber, young or old, forming a part of an 
organized forestry enterprise would be unwarranted, since none of the 
reasons usually put forward to justify this form of taxation would 
apply. The Arkansas law as it now stands is a particular case in 
point, and also the Louisiana law to only a somewhat less degree. 
Thus the Arkansas law places an extra tax burden on timber cut from 
any and all forests—even those under annual sustained-yield manage- 

v% Castle’s Annotated Supplement to Arkansas Statutes, secs. 9793a-9793q. 
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ment. ‘These latter forests, however, occasion none of the detri- 
mental effects to tax revenues and other community interests that 
would serve to justify a severance tax on destructively operated 
forests. ‘The Louisiana law likewise burdens all forests alike except 
forests which are so completely cut over that they are eligible for 
classification under the reforestation contract law, and by such classifi- 
cation become exempt from property taxes on trees. If the present 
merchantable forest were cut selectively and left in the best possible 
condition for conservative forest management, 1t would contain too 
much timber to be eligible for classification under the reforestation 
contract law, and would be subject to both the full property tax and 
the additional general severance tax. 
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INTRODUCTION 

In northwestern Europe forestry has been practiced successfully on 
private lands for more than a century. Have these countries, where 
forestry is well established as a permanent land use under private 
ownership, encountered a forest-tax problem, and if so, how have they 
solved it? 

It has already been shown (pt. 3) that the tax problem that is 
peculiar to forestry in the United States arises out of the necessity of 
deferment of income, which is in turn a result of destructive treatment 
of forests in the past. This problem does not exist where forests 
have been cut conservatively and so organized as to yield a substantial 
income annually or at intervals only a few years apart. In general it 
may be said that the difficulties arising out of the public necessity for 
regular annual tax revenues which loom so large in the United States 
at present are avoided to a great extent in the countries where for- 
estry is well established, because in those countries the larger forests 
yield a more or less regular income and can bear without embarrass- 
ment an annual tax on the same basis as other property. The subject 
of forest taxation in other countries might then be dismissed by the 
statement that the problem has been solved in those countries, not by 
tinkering with the tax system but by proper organization of private 
forests. 

421 
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well establushed sens respect to both public aad private lands. 
: rance, Germany, and Switzerland have long been outstanding 
ountries in the practice of forestry. Great progress has also been 
made in forestry in Sweden, Norway, and Finland. While her forests 
are of much less relative importance, Great Britain has been included 
bee ause her effort to expand forest t production since the World War is 
refiected in certain modifications of the tax system designed to favor 
private wo odands. 

This part presents, for each of the above countries, a very general 
picture of the tax system and governmental organization as a back- 
ground, to be followed by a more detailed discussion of the taxes that 
partic ularly affect forest properties. Special attention will be given 
to the valuation of forests for tax purposes. Finally, in most of the 
countries cov ered in this 1 Investig gation, the taxation of typical forest 
properties s se lee ted as examples will be described in some detail as an 
aid to the understanding of the practical operation of the tax system. 

GREAT BRITAIN => 

GOVERNMENTAL AND TAX STRUCTURE 

Government in Great Britain is highly centralized, and the most 
important forms of taxation are those imposed by the National Gov- 
ernment. The receipis of national taxation go to the national ex- 
chequer or treasury and are used to maintain interest and other pay- 
ments on the national debit, t to support the military and civil services, 
and to sustain a large part of local services, such as education, roads, 
and the relief of the poor. About four-fifths of the total tax revenues 
are levied by the central ee The treasury receipts from 
various taxes for Great Britain and Northern Ireland (the United 
Kingdom) in 1930-31 are shown in ‘ible 121. (231). IST). 

Tasie 121.—Tarz receipis of Great Britain and Northern Ireland, 1930-31 

Ineome tax and supertax__-__--_ 
Caiomne an exeste SS 2S eS ee Se ee ee ee 

SE) ae. a a a 

” This section, except as otherwise noted, isa condensation of a more detailed report by Wilfred E. Hiley, 
former lecturer in forest economics, Imperia] Forestry Institute, Oxford, England, and a temporary mem- 
ber of the staff of the Forest Taxation Inquiry. 
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The converting factor used is $4.86656, the 1933 par value of the 
pound in United States money.” 

Outside of the above taxes, the national treasury also has a sub- 
stantial income from the post office, from crown lands, and from 
miscellaneous sources. 

Local taxation is of much less relative importance in Great Britain 
than in the United States. The receipts provide for local services 
such as street lighting and sewage disposal and give partial support to 
education, roads, and relief of the poor. The taxes paid to the local 
authorities of various kinds are aggregated in what are known as 
“‘rates.”’ These rates are levied on an assumed annual or rental value 
of land and buildings, which is determined from the gross estimated 
rental of the property by applying specified deductions. The system 
of rating is founded on traditional usage and is very complex. No 
attempt will be made to explain the system as a whole, since by the 
derating act (Local Government Act, 1929) agricultural land and 
woodlands have been entirely relieved of rates. Industrial properties 
were, at the same time, relieved of three-quarters of their appropriate 
rates, so that rates have come to be almost exclusively a tax on dwelling 
houses and lots. The local authorities are reimbursed by the national 
treasury for the revenue lost by derating. 
A minor local tax applicable to farms and some woodlands is the 

“tithe.”’ Tithes were originally a tenth part of agricultural produce 
paid in kind for the upkeep of the church. By the Tithe Commuta- 
tion Act, 1836, and the Tithe Act, 1925, these contributions were 
commuted to a fixed money payment. This tax has become burden- 
some on account of the severe agricultural depression, and the 
farmers are now (1933) resisting its collection and agitating for its 
abolition (229). Woodlands pay tithes only if the land was cultivated 
in 1836 and has since been planted. 

It is evident, then, that since derating has been accomplished local 
taxation does not weigh heavily on forest land. National taxation 
affects woodlands chiefiy through the income tax, including the surtax, 
and through the death taxes. 

THE ECONOMIC IMPORTANCE OF FORESTS 

Great Britain is a very sparsely wooded country and is dependent 
on foreign sources for all but one-twentieth of the timber and wood 
which she consumes. The woodlands are just under 3,000,000 acres 
in extent and constitute only 5.3 percent of the total land area, a 
smaller portion than in any other country of Europe. The trees 
planted in hedgerows and pastures give the landscape a wooded 
appearance, but contribute little to timber production. 

The existing forests are in part the result of planting operations. 
The most extensive of these operations which have been carried out 
on private estates were directed to the afforestation of areas in the 
Scottish Highlands. Plantings in that region were made on a sub- 
stantial scale in the seventeenth and eighteenth centuries (234, p. 12). 
These Scottish plantations were mostly formed of European soft- 
woods to which the climate and soil are well adapted, whereas con- 
temporaneous English plantations were chiefly made with oak and 

28 This par value is, of course, based on the gold content of the American dollar prior to devaluation and the 
official gold content of the British pound. 
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other hardwoods, largely as standards over hazel coppice (228). Itis 
now dificult to distinguish woods which have been planted at some 
time or other from untreated areas. It is probable that very httle 
woodland is left m which planting has not had its part. 

The erea and distribution of woodlands by categories in England, 
Wales, and Scotland are shown im table 122. From this table 1t will 
be seen that nearly half (47.9 percent) of the woodland is composed of 
hich forest and 17.9 percent of coppice or coppice with standards. 
““Felled or devastated”’ amounts to about half a million acres (16.1 
percent), most of which was cut during, or immediately after, the 
World War. Altogether, the area of unproductive woodland, which 
includes “felled or devastated”, “scrub”, and “uneconomic”, 
amounts to over a million acres (34.2 percent). 

Taste 122.—Distribution of woodlands tn Great Britain, by catagories, 19241 

Category Wales 

Hesnomic or potentially prodmetive foresiz Amren 
reenter, oe ee ee 46, G40 
Eacmuyneanien: ee ae = 43, SET 
Mixed conifers amd herdwoods——________ 22, OK 

Beotah Teen forest FS Se ee Ts, O77 1s, cos 
Coppice znd coppice-with-stendards ____ 4G TID | 35, 331 
CRU Se eee en Soe Ze 87, 410) 34,84 
Felled or devastated ——______________-____ 1g4, 742 | 62, 182 

Uneconcmic (Gncluding ornamentz) woods and | 
seeites ellis) =: 6 ee ee 108, 529 & O11 

gL 5 ed sep aE TS we UO i | 253,461 | 1,074,226 | 2958, 672 | 

Total land areg________________________|| 32, 037, MS || 5 008, 762 || 19 069, 728 | 56, 206, 733 | ~_____ 

: é Percent | Percent | Percent | Percent | 
Batio of woodland to total lemd erea___________| 1 Oo i. Se ji eae 

i Source of data: From (232, taile IT and eppendic 3 (a)) 

The woodlands are fairly evenly distributed, the more heavily 
forested regions bemg the southeast of England (Kent, Surrey, Sussex, 
Hants) with 12.2 percent of woodland and the northeast of Scotland 
(Kincardine, Aberdeen, Banff, Elgm, Nairn) with 11.8 percent of 
woodland. 

Of the total area of woodlands shown in table 122, approximately 
2,796,000 acres® were in private ownership in 1924. The present 
area of woodlands (1933) has been increased by planting, but, as the 
new plantings are chiefly in public ownership, the area in private hands 
is substantially the same. The current annual production of British 
woodlands was estimated m 1924 at about 56,000,000 cubie feet, 
valued at a little over £2,000,000 ($9,700,000) (222, table IIT (a)). 

It 1s evident that forests are not normally of great economic impor- 
tance in Great Britam and are not a large element in the taxable wealth. 
The public interest m maintaming these forests and increasing their 
area arises partly from their importance in time of war when normal 
sources of supply may be very expensive or entirely cut off. 

® Computed from total ares of woodland as given for 1924 im the Forestry Commission Report om Census 
codlands of Woodlands (published im 1928) (232, table IE (a)), with deductions for area of publicly owned w 

asestimated by Hiley from data im officiel reports and other sources, 
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TAXES THAT AFFECT FOREST PROPERTY 

INCOME TAX? 

The income tax has the largest yield of any single tax in the British 
system of taxation. In the main it is a tax on the incomes of individ- 
uals, for nearly 90 percent of the total actual income of £2,520,000,000 
($12, 260,000,000) assessed for taxation in 1929-30 was distributed 
among individuals resident in the United Kingdom. This income 
tax paid by resident individuals is a graduated tax, that is, the real 
effective rate of tax levied on each pound of actual total income rises 
gradually from a fraction of a penny in the pound until, including the 
surtax, it closely approaches a maximum rate of 13s. 4d. in the pound, 
or 66% percent. Income tax paid by individuals is thus one tax on the 
total income of the individual, and not a series of taxes on the separate 
sources of his income. It is imposed in terms of a “‘standard rate” 
(5s. in the pound or 25 percent for the year 1931-32) for a “‘year of 
assessment’’ (from Apr. 6 in one calendar year to Apr. 5 in the follow- 
ing year), and there are also higher rates applicable to individuals 
whose total incomes exceed £2,000 per annum, the difference between 
the tax at the standard rate and the tax at the appropriate higher rates 
being the surtax applicable to the individual concerned. 
The peculiar distinction of the British income tax is collection at the 

source. Whenever itis possible to do so, the tax is obtained by deduct- 
ing it before the income reaches the person to whom it belongs. 
Wherever possible the formal assessment is laid, normally at the stand- 
ard rate of tax, on each source of income by itself and on persons who 
are debtors in respect of income belonging to other persons. Power 
is given to the payers of income to deduct the appropriate tax (nor- 
mally at the standard rate) from the payments made to the ultimate 
proprietors of that income. For example, instead of tax being col- 
lected directly from the various persons who may be interested in the 
rents arising from lands or buildings which are let, it is normally 
assessed on, and recovered irom, the occupier of the property, who 
deducts it from the rent paid to his landlord. The landlord in turn, if 
the property is encumbered with a mortgage or subject to a ground rent, 
may deduct the appropriate tax from the payments of those charges. 

As indicated above, graduation of the income tax is provided for by 
means of certain allowances and deductions, which brings the tax on 
small incomes to rates much lower than the standard of 5s. in the 
pound or 25 percent, and by the surtax on total incomes exceeding 
£2,000. The surtax is imposed on the total income as computed for 
income-tax purposes for the year of assessment, and is so imposed 
as a deferred installment on income for that year, payable on January 1 
of the year following the year of assessment. The scale of surtax 
rates for portions of Income in force for the year 1930-31 is based on 
the following schedules, increased by 10 percent im accordance with 
the Finance Act No. 2, 1931: 

sid | s/é 

SUS |, eee 1/0 | £8,000-£10.000____. 5/0 
Sa oS ON ak he 1/3 | £10,000-£15,000__.. 3/6 
co) oe? ie ea 2/0 | £15,000-£20,000.. 6/0 
co Ek (ies 3/0 | £20,000-£30,000_____ 6/6 
oi) | (a 3/6 | £30.000-£50,000.__.. 7/0 
SES SSG I SAF So Gee EE oh eee 7/6 

= The description of the senersl aspects of the British Income-iax system under this heading is condensed 
from a report of the League of Nations (233, pp. 167 i 
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The above scale expressed in dollars and percentages is as follows: 
Percent Percent 

SOE7Z00= 512200 ae eae aa By OM S38: 000294857002 =e eee 25. 0 
Sili25200— S14 O00 Las Se aes 652155948 5700-$73. 000s: =? Saraen ee lao 
pi1:4:600-$19) 50052 — ae 10. 0 $73,000-$97, 3002-2555. 2s ae se 30. 0 
$19) 50082453002 a2 ae a eee 50 $97-300=$146 0002232 aes ee Sy 
$24°300-$29' 2008 2222 eee ae 1S $146;000—$243,38002_) == ess t Sis 
$29, 200—$38,900____________- 20. 0 S24 SSO LARS Bee 2 ee Os ae eg Slo 

The tax is based upon a division of income into five classes or 
“‘schedules”’, called A, B, C, D, and E. The law does not attempt 
a general covering definition of income but defines the income that 
falls under each of these five divisions. ‘The five schedules and their 
general scope are: 

A.—Income from the ownership of lands, houses, etc. 
B.—Income from the occupation of lands. 
C.—Income from Government securities, when such income is taxed by deduction 

at the source. 
D.—Income from trades, professions, and vocations; foreign securities and 

possessions; interest and miscellaneous items of income. 
E.—Income from employments. 

The actual income in respect of which tax is charged for any year 
of assessment may, but commonly does not, represent the actual 
income received by the taxpayer in the year. ‘This arises from the 
fact that the income tax acts provide a variety of rules for the assess- 
ment of different classes of income under the five schedules. The 
schedules which concern forest lands are A, B, and D 

Schedule A relates to income derived from ownership of land as 
distinct from occupancy. It includes the annual or rental value of 
all land, houses, buildings, and the like. Broadly speaking, annual 
value of land and buildings means the rent at which the property is 
let or is worth to be let by the year, the tenant bearing the usual 
tenant’s rates and taxes, and the landlord bearing the cost of repairs 
and other customary charges. Annual vaiue for the purpose of 
schedule A throughout Great Britain is determined every 5 years, and 
the value thus fixed is continued, subject to the qualifications stated 
below, during the intervening years. A new assessment, begun in 
1930-31, came into force for the year of assessment 1931-32. The 
annual value fixed at the periodic date is subject to increase in the 
case of structural alterations to a property, and new properties are 
brought into assessment at their appropriate annual values. Reduc- 
tions of annual value are made, on proof that the annual value has 
diminished. 

The annual value determined in the manner described constitutes 
the gross assessment. From this gross assessment of annual value 
there is deducted, in order to arrive at the net assessment, certain 
statutory allowances or deductions for repairs, maintenance, and the 

e. 
Schedule B relates to the occupation of land as distinct from owner- 

ship. The amount of taxable income under this schedule is made on 
a conventional basis, which assumes that the profits arising bear a 
relation to the annual value of the land occupied. From the years 
1922-23 onwards, the profits have been assumed to be equal to the 
annual value of the land in the case of lands used mainly or solely 
for husbandry. In the case of other lands, including woodlands, the 
income is assumed to be one-third of the annual value. The device 
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of a conventional assumed income makes it possible to assess farmers 
who fail to keep adequate accounts. However, a farmer occupying 
lands used only or mainly for husbandry may obtain a reduction from 
the conventional assessment to the actual profits of the year, if these 
are less than the amount of the assessment, or he may elect to be 
assessed under schedule D. The profits from woodlands are normally 
brought into assessment under schedule B. 

Schedule D is the principal schedule of the income tax, and relates 
to business and professional incomes and miscellaneous items. In- 
come charged under this schedule is normally computed for the pur- 
pose of assessment on the actual income of the preceding years. It 
applies to woodlands only when the taxpayer elects this schedule in 
place of schedule B, as explained later. 

The application of the income tax to forest lands involves the de- 
termination of income in two parts. That arising out of ownership 
is reported under schedule A, and that arising out of occupancy, 
normally under schedule B, and exceptionally under schedule D. 
Since the incomes under schedules A and B are determined by con- 
ventional rules, forest owners, like other landowners, are generally 
taxed not on the actual income but on an imaginary income, which 
need bear no relation to the actual income. Under the system of 
landlord and tenant under which most egricultural land is held in 
Great Britian, there is ample experience on which to base assessments 
of rental values of crop and pasture lands. Woodlands, however, are 
almost invariably retained and managed by the owner, so that there 
is insufficient experience on which to determine rents. In practice 
this rental value is determined by tradition and usage. 

The range of annual values at which woodlands are actually assessed 
is very wide. There is at least one area, probably a small area of 
ornamental woodland where an appeal has not been considered justi- 
fied, that has been assessed at an annual value as high as £2 ($9.70) 
per acre. At the same time areas which border on moorland or use- 
less waste have been assessed as low as 244d. ($0.05) and 4d. ($0.08) 
per acre. On 57 areas purchased or leased by the forestry commission, 
the original assessments averaged 3s. 1d. ($0.75) per acre. On appeal 
these assessments were revised by assessment committees and re- 
duced to an average rate of 1s. 9d. ($0.43) per acre (230, pp. 10, 90, 92). 
These assessments probably refer chiefly to bare land which is being 
afforested and not to existing woodlands. Particulars as to assess- 
ments were obtained from the chief inspector of taxes for two areas 
in the south of England. One of these areas is located in Somerset, 
Dorset, and Wiltshire and includes 15,032 acres of woodland with a 
range of annual values from 2s. ($0.49) to £2 ($9.70) and an average 
value of 5s. 6d. ($1.34). The other isin Hampshire and includes 32,687 
acres with a range of annual values from Is. 6d. ($0.36) to £1 10s. 
($7.30) and an average value of 3s. 6d. ($0.85). The average quality 
of these areas is undoubtedly far superior to those of the forestry 
commission cited above, but the average assessment is probably 
higher than it should be, since it would appear that some of the owners 
were too ignorant or too indolent to secure a just assessment. 

The annual value of sporting rights, if any, should be included in 
the assessment under schedule A. When the annual value includes 
sporting rights no clear differentiation is made between the value of 
these rights and other values, but in a general way the annual value 
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of sporting rights on areas which are suitably wooded may be assessed 
at about 2s. 6d. ($0.61) and the annual value of the woodland at 
about 2s. ($0.49) per acre. 

As indicated before, the schedule A assessment is subject to a 
statutory allowance for repairs. This allowance in the case of wood- 
lands is one-eighth of the assessment. Ins special cases deductions are 
also allowed for the cost of maintenance of sea walls and embank- 
ments against tidal rivers and for drainage rates charged by a public 
assessment to meet the cost of draining farm land or embanking land 
liable to flooding. A landowner may claim an additional deduction of 
an amount by which the actual cost of maintenance, repairs, insur- 
ance, and management, according to the average of the preceding 5 
years, has exceeded the statutory allowance for repairs. The amount 
of the tithe paid on account of a woodland subject to this charge may 
also be deducted from the schedule A assessment before computing 
the tax. 

Under schedule B agricultural lands and woodlands are taxed in 
respect to the income from occupation, which, as stated above, is 
assumed to be one-third of the annual rental value before deductions 
as assessed for the purposes of schedule A. When woodlands are 
managed on a commercial basis, an allowance of one-sixth in respect 
of earned income, subject to a maximum allowance of £250, may 
be made. 

An example of an actual assessment under schedules A and B fol- 
ows: 
Area, 406,378 acres. 

Schedule A: #5 Felted: 
Gross) assessment of: annualsvalue 2.2.0: sire ee Pe ee ee 145 0 0O 

£ Sade 

Deduct one-eighth for statutory allowance for repairs. 18 0 O 
MesSHtLt Wes 5s .75 Se ek iy ap Se ye en ae I Be 34.0 0 

52e Oa O 

Neétsasséssment 2 te: Seas Ss See = FAS ate» epee 932° 0250 
Schedule B: 

One-third of gross assessment for schedule A_________________- 48 siee0 

gl RCo) it'll 2 capa CO ad A te EES BAN 8 pee Vite eC 14d Ses 

Instead of having the income from woodlands assessed in the 
conventional manner under schedule B, landowners may elect (under 
Finance Act No. 2, 1915, and subsequent amendments) to make a 
return of the actual income, in which case they are assessed under 
schedule D (profits from businesses, professions, etc.). In order to 
obtain this privilege, proof has to be supplied that the woodlands are 
being managed on a commercial basis with a view to the realization 
of profits. 

This option confers a great benefit on those owners who engage in 
planting, for the following reasons: 

In the first place, the costs of making and keeping up plantations 
need not be treated as capital, but are allowed as current expenses in 
the management of woodlands. These costs incluce the schedule A 
net assessment as equivalent to rent. 

Secondly, for the purposes of this option woodlands which are being 
currently ‘planted or replanted or which have been planted or re- 
planted since July 19, 1916, may be treated as woodlands on a separate 
estate. Thus those woodlands on which a loss is necessarily incurred 
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may be assessed under schedule D, while those woodlands from 
which a profit is obtained are assessed under schedule B. 

Finally, if a loss is incurred with respect to woodlands under sched- 
ule D, the income tax and surtax may be recovered on a correspond- 
ing amount of income on which tax has been paid. 

Thus an owner who has an income of £60,000 ($292,000) a year 
would pay income tax and surtax at the rate of 12s. 6d. in the pound 
(62.5 percent) on the last £10,000 ($48,700) of income. If he spends 
£1,000 ($4,870) in planting up an area of land, he can obtain a return 
of income tax and surtax amounting to £625 ($3,040) and the net 
cost of the plantation is only £375 ($1,830). He may at the same 
time be drawing income from other woodlands on which he pays 
tax under schedule B on an amount far below the actual income. 

Once an owner has elected to be taxed under schedule D in respect 
of any area of woodland, he must continue to be taxed under this 
schedule so long as he remains in occupation, and he must pay tax 
on the actual net receipts from thinnings and other fellings. But 
when a change occurs in the occupation of the woodlands, as by sale 
or bequest, the new occupier is at liberty to be assessed under either 
schedule B or schedule D.** By electing to be assessed under sched- 
ule B, a new occupier can receive the proceeds from felling and pay 
tax on one-third of the annual value which will represent a very small 
sum in proportion to the actual income. 

Inquiries have elicited the information that, presumably through 
ignorance, a great many owners who are making plantations fail to 
take advantage of remissions that may be obtained under schedule D. 
Others have made the mistake of placing the whole of their wood- 
lands under schedule D. No figures are available of the total area 
assessed under the 2 schedules, but in the 2 areas previously cited the 
proportion of woodland assessed under schedule D was: 

Area (1) 1,830 out of 15,032 acres, or 12.2 percent. 
Area (2) 1,989 out of 32,687 acres, or 6.1 percent. 

DEATH TAXES 

Death taxes are chargeable to the capital value of an estate when 
it passes by inheritance; they comprise what are known as the 
“estate duty”’, ‘“‘succession duty”’, and “‘legacy duty.” 

Estate duty, or the estate tax, is levied on the market value of all 
property, real or personal, settled and free, passing at death. Stocks 
and shares are valued at the market price at date of death or, if 
they are not quoted, at a valuation based on local inquiries. Real 
property and such personal property as furniture and money in the 
bank or house are valued by professional appraisers or, if the estate is 
large, by the valuation department of the inland revenue. The 
basis of valuation is the price obtainable in the open market if sold 
at the time of death in the most advantageous manner. The last 
provision has been so interpreted that agricultural estates have been 
valued as if subdivided into lots. It has been claimed that in certain 
cases this method has resulted in overvaluing the estate as a whole. 

The rates of estate duty provided in the Finance Act of 1930 are 
steeply graduated from 1 percent on the whole value of estates 

32 As this point was not quite clear, the forestry commission addressed a letter (Nov. 3, 1920) on the subject 
to the board of inland revenue. Under date of Dec. 15, 1920, the board of inland revenue replied ‘‘if there 
is a change in the occupation of woodlands, either on the owner’s death or on a sale of the woodlands, the 
new occupier will be at liberty to elect to be assessed to income tax either under schedule B or schedule D. fh 
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between £100 ($490) and £500 ($2,430) in value to 50 percent on the 
whole value of estates of over £2,000,000 ($9,700,000). 

There are certain statutory reliefs and exemptions from the estate 
duty, only a few of which particularly concern forest property. All 
agricultural lands, including woodlands, are taxable according to the 
1919 schedule of rates, which is somewhat less onerous than the 
schedule of 1930. This relief applies only to the value of the land 
and not to that of the timber. Reductions in the taxes levied, varying 
from 50 to 10 percent, are allowed when a second death causes the 
property to pass by inheritance within 1 to 5 years of the first death. 
There are also special concessions to woodlands, which will be 
explained later. 

Succession duty is payable by the successor on the value to him of 
property derived from a predecessor. It is in general charged only on 
real property and leaseholds. The rates of this succession tax 
depend not on the amount of the succession but on the relationship of 
the successor to the predecessor. The husband or wife, children and 
their lineal descendants, including the husband or wife of any such 
person, and the father or mother or any lineal ancestor pay a rate of 1 
percent. Brothers and sisters and their descendants and the husband 
or wife of any such person pay arate of 5 percent. Other relatives and 
strangers pay arate of 10 percent. Succession duty is liable to exemp- 
tions and concessions similar to those granted for estate duty. 

Legacy duty is a duty similar to succession duty but imposed on the 
legatee on succession to personal property. The rates of legacy duty 
are the same as those of succession duty cited above. 

Death duties weigh very heavily on agricultural estates, for the 
money income which such estates yield is low in comparison ‘with the 
capital value for which they may be sold. Also overvaluation by 
inventory methods which do not take adequate account of the value 
of the property as a whole may be a factor in making these taxes 
burdensome. 

In regard to timber on an estate, several special concessions are 
allowed. The value of the timber is not included in calculating the 
total value of an estate for the purpose of determining the rate. 
Thus if an estate is entirely agricultural and is valued at £105,000, and 
if £40,000 of this value resides in the trees and timber, then death 
duties are payable at the appropriate rate for an estate of £65 000 
(12 percent) and not at the rate for £105,000, which would have been 
14 percent. Death duty is paid on the value of the timber at the rate 
assessed for the remainder of the estate, but only if and when the 
timber is cut. The timber is valued at the time of death; and as 
timber is subsequently cut duty will be paid, at the rate due, on the 
net receipts from each sale after deducting necessary expenses since 
the time of death. These deductions are very important, since the 
owner may deduct from the principal not only the costs of selling the 
timber and management in the interim but the cost of replanting if the 
area isreplanted. If in the course of time duty is paid on an amount 
equal to the valuation of the timber at time of death, then lability to 
duty ceases. For example, if the timber is valued for probate at 
£10,000, and the successor has to pay 20 percent in estate and succes- 
sion duty, his total liability is £2,000. If he cuts £1,000 worth of 
timber each year and replants the land, then the duties will be paid 
off in 10 years, but instead of paying £2,000 he will pay 20 percent 
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on an amount which equals £10,000 less the cost of selling, manage- 
ment, and replanting. 

Also if the amount of the estate taxes has not been paid off by the 
date of the next death, then all liability ceases and the new owner is 
responsible only for the duty incurred at this subsequent death. 
Underwood (coppice) is not liable for death duty. 

TAXATION OF SAMPLE FORESTS 

The actual operation of the tax system in Great Britain as applied 
to forest lands may be better understood by considering in detail the 
taxation of some sample properties containing woodland. 

PROPERTY NO. 1 

DESCRIPTION 

This property is a ducal estate in southwest England, which includes 
2,000 acres of woodland on good soil. This woodland is favorably 
situated with regard to markets, especially for materials which are 
used in coal mines. Itis very well managed. 

The nature of the woodlands of this property is as follows: 
Coniferous plantations: Acres 

OSMOR Car semys Men aie ee eer Ame Oh i he ce ee 249 
UDA) Ske ASL os ag ele aC a ch ln NA CSU ll Ot eR 38 
ZINA Way Ce TiS ty ee aN Sk AE TR 8) i SU LOA aii Bledel Lp sem cage gC 100 
ON ered Oye air sy MINI NEN TV sal aly Lilo Binal al al ll RE A ED 66 

TRO ee Ti «SE I Te NE A A Sl NS 453 

Hardwood plantations: 
CUO CES ea eee Wino esate. OEE oer sa iT he de ek aang eee 9 
ON CT AUO RV CAT SO GaN Mh 28 Goi Sal Nol Ns ele shea BUR MOTE 13 

LISTEN) SIU CPM 0 lS en A a coe eG Eo 22 

Coppice under standards (hardwoods): 40-200 years___-_-____-.-_----- 1, 366 
Clearedearecisw seme eter ets Ryne a ie be as 159 

Soap SA = ese a Ne MRI LE Be ecient Oe ALT ye ey MRL CL an SA A 2, 000 

MANAGEMENT 

The management of the woodlands is very intensive as regards the 
quarter which is classified under plantations. Over 40 acres are now 
planted annually, and this area is increasing in value each year. The 
area under coppice with standards is being gradually converted to 
young plantations and the cut in this class of woods is probably about 
equal in volume to the growth. There is thus a certain capital incre- 
ment which should be added to income, but its amount is uncertain. 

CAPITAL VALUE 

The capital value of woodlands of this nature is difficult to deter- 
mine, but if merchantable timber is assessed at its current stumpage 
value on the assumption that it can all be cut in 1 year, and immature 
stands are evaluated on a compound-interest curve associating their 
original cost with their expected future value, the growing stock is 
probably worth rather more than £100,000. The land is valued at 
£5 per acre, or a totai of £10,000. 
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INCOME AND EXPENDITURE 

The income and expenditure during 3 successive years are shown ‘n 
table 123. The large net income obtained in the year 1927-28 was 
secured at the expense of capital in order to help pay off death duties; 
but the net incomes in the 2 subsequent years, about £2,600 per 
annum, probably allow of a small capital appreciation. To this 
annual net income should be added the value of the shooting rights 
(which are retained by the owner), which computed at 2s. 6d. per 
acre per annum amount to £250 per annum. ‘This brings the total 
net income up to £2,850. 

TABLE 123.—Statement of income and expenses for years 1927-28 to 1929-30 on 
sample properly no. 1} 

Item 1927-28 1928-29 1929-30 

Income: 
Sale of timber: £ Sumas SS aes ES Ay) | 

Coniferset sor eres So AC a eed 4.449 7 65) 1,787 12 10 1,915 13 1 
Tard wOOGS eo ee oak aS ERR Joe ee 2,304 14 11) 1032) 11 74 ATO 29 

MITE WOOd aNd CODSem ese ee ee ee eee 725) Ge BN) 2a il 383 14 11 
Winderwoo dite -5 ee ae ee eee aaa 110° 53-46 (9m Ae 9 95 19 7 
AD) gD Oa ap bay cog et IE BASS SS A I 199 13 10 399 15 2 400 3 8 
INUTSERY: DIA ES He a te ae Ta ee IE Se OYA Ch UE Wi) £2200 
Forestry: commissionierant 22 oe ee Ov 00 69 0 O 62 18 0 
Compensationwrepald ess ane eee ee ee Of Oge0 6 14 8 12 10 9g 

DS Gea ea sa pee ae aparece SIE Unoery, we 7/ 3,648 9 4 4,282 0 9 

Expenses: 
Maintenance of roads, fences, etc__.---.------------ 162 10 3 226 16 O TY MW 9 
INUTSeRyaWOLksan dsp laritsaen sens ae ene 306 15 4 134 2 6§ 208 tte 
IPAM tinge soso Are ee ee SL Rec ee a 388 19 6 505 8 1 559 19 4 
IGE Ta oye Se cer a PL ce Cen an 98 9 10 48 5 6 47 13 ll 
15 GMI Eagar ee dee ee eT Ee oe 52,1471 Om One.0 125019 4: 
Mier stages Byarol nee ious oe Oe OU mG 66 8 10 55 10 8 
SEELEY 27S AGU DS eee ae eens eee eet PY ANY 48 6 0 56 14 7 
Gearing aavv ry ch fall Spee eee ea nn eee OOO OFe0s0 78 5 O 
PantioflOresterysisa aleve ea ee eye ete 2 eS nee WAL bE 8 168°= 6) 327 
MOOlsian G's GatiOme nyse ee ee ee eee amen en Be 12198 23151606 

cl D0) 2) bese Sees Spr t Oe LN A EC ere barra eal i Pam apa eons Re | 225 ee, M7408) size) (oOlZ Ss 8 

INGt:iNCOMe = es ae ee ee Ee os 6,117 10 10 | 2,489 11 7 25169 eal 

1 Source of data: Statement by the agent of the property. 

The item “trimming shrubs’”’, which appears as a cost in this ac- 
count, should not strictly be debited to the forestry account for, 
though the forestry staff does the work, the money is spent in the 
interest of village improvement. Clearing windfalls in 1929-30 
means clearing hedgerow elms, which had fallen across the roads. 
This cost is balanced by the sale of elm timber, which realized £88 
7s. 6d. and is included in the other side of the account. 

TAXES 

The assessment for income tax and the amount of taxes paid in the 
fiscal year 1929-30 was determined as follows: 

Schedule A: Die Boh hd. 
Gross assessment) of annual values 2.00 (20 ae ee 525 0 0 

(The annual value varies from wood to wood, but averages 
5s. 3d. per acre, including 2s. 6d. for sporting rights.) 

Deduct one-eighth for statutory allowance___._____-___-_----_ 65 15 0 

Netrassessmente on see ee Tee nae 459 5 O 
Schedule B: 

One-third of gross assessment for schedule A________________- 175. 305460 

Total taxable income from woodlands from schedules A and B_ 634 5 0O 

Amount of income tax due at 4s. to the pound____________-- 12617 0 

eS OE NO 

es 
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The amount of the net assessment shown in schedule A might have 
been reduced by the amount of tithes, £10 9s. 7d., paid in respect to 
these woodlands. By an oversight this had been neglected. 
A statement of the total income tax, rates, and tithes paid on wood- 

lands, without regard to surtax or tax recovered under the mainte- 
nance claim, is given in table 124. The amount of the income tax 
differs slightly from the amount shown in the above tabulation. This 
is due to a few acres of additional woodland having been bought and 
a few acres having been let to the forestry commiss on: 

TapBie 124.—Income tax, rates, and tithes paid on woodlands of sample property 
No. 1, without regard to supertax or tax recovered under maintenance clarm! 

Year Income tax | Local rates Tithes Total 

Lesa Lage £ s.d Lo Gy il 
SCO Gs ea SE aren eee = WA AO) 285 6 5 HOW Ohad 423 3 0O 
TODR=29 het ment Rd a ee kN tere Re Se L277 pon Oy 274s F199 TOW 9 Mid 412 14 4 
eons et ce He ee aes ee CG ee oo eerocoser 127 1 (2) LOMO ee, By 3) 4 

1 Source of data: Statement by the agent of the property. 
2 Derated. 

The tax recovered for the year 1929-30 under the maintenance 
claim is based on the items listed below: 

£ 8. d. 
1. Maintenance of young plantations, fencing, draining, and roads__ 18 9 2 
2. Maintenance of old plantations, fencing, gates, drains, and roads__ 187 5 11 
NSIS DON EY Ot Ny Ls a lI AS a a ag a a 0 4 0 
Amiraltycostiot purchase andhupkeep! of tools: 222) Nese ee ve 1116 3 
Sonim im ey slim bOSi iia ager WG OL ewe Wee gy il Wau 56 14 8 
Gra© learn cava elfen lll se ee are Ge Ns sa UMA apa 78. 5 0 
(oP EROpOnonOmloOnestens Salaryc os oes en a 60 0 0O 

GIG RENE Ba Ma og 8 Oo Ye 5) Mea Es AU A Mee se ay a We 8 A QUE A 412 15 0 

The above list is that which was accepted for the year in question, 
though it includes certain items which appear to be not strictly allow- 
able. Items 1, 2, and 4 are certainly occupier’s costs and not landlord’s 
costs and should have no place in the maintenance claim; items 5 and 
6 are costs which, though incurred outside the woodlands, are legiti- 
mate; item 7 is however of doubtful legitimacy. 

The amount of £65 15s. 0d. has already been deducted from the 
annual value, being the statutory allowance for repairs. It thus ap- 
pears that income tax and surtax can be recovered on the difference 
between £412 15s. Od. and £65 15s. Od., which is £347. Item 6 of 
the maintenance claim is, however, an unusual cost, which was due to an 
almost unprecedented gale in January 1930. It has been seen in the 
statement of income and expenses that the item did not occur as a 
cost in other years. If this is deducted, the amount of £347 is reduced 
to about £269. The net amount on which tax is ultimately paid 
may therefore be assessed at £634 5s. less £269 or £365 5s. This is 
little more than 12 percent of the actual income from the woodlands. 

The total amount of taxes paid on the income from these woodlands 
of course includes surtaxes, which depend on the total assessable in- 
come of the owner, a sum which was not disclosed. If his income were 
£10,000 a year, the amount of income tax and surtax paid on the 
woodlands would have been about £110 (about £128 in the year 

101285°—35——28 
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1930-31). If his income were £50,000 a year, the amount of tax paid 
would have been about £130 (£150 i in 1930-31). 

The actual assessment of the woodlands for local taxation was not 
obtained. In general this assessment 1s approximately equal to the 
gross annual value under schedule A, and was no doubt in this case 
about £525. The actual amount of the local taxes paid in 1927-28 
and 1928-29 have been given, and these would represent a rate of 
about 11s. in the pound on the annual value (55 percent) which is 
rather less than the average for England, which was 12s. 3d. (61 per- 
cent) in 1926-27. Since April 1, 1929, these rates are no ipen pay- 
able on the land. 

The tax situation of the forested portion of this sample estate will 
now be summarized. These woodlands, which are 2,000 acres in 
extent and have a capital value of about £110,000 ($535, 000), bring 
in a net annual income, before taxes and without allowance for the 
agent’s salary, of about £2 850 ($13,900) per annum. For purposes 
of income tax, this Income is assessed at £634 ($3,090) and when tax 
has been paid on this, a part, amounting to the tax on £269 ($1,310) 
can be recovered under the terms of the maintenance claim. Thus 
income tax and surtax are ultimately payable on £365 ($1,780). 
The rate of tax payable on this income depends on the total wealth 
of the owner. If his income were £10,000 ($48,700) a year, the rate 
(for Income tax and surtax) would be about 6s. in the pound or 30 
percent (about 7s. or 35 percent in 1930-31). At this rate he would 
have paid about £110 ($535) (£128 or $623 in 1930-31). If his in- 
come were £50,000 ($243,000) a year, the rate would be 8s. 10d. in 
the pound or 44 percent (10s. 3d. or 51 percent in 1930-31). At this 
rate he would have paid about £161 or $784 (£186 or $905 in 
1930-31). 

These are the amounts of tax assessed under schedules A and B. 
The estate does not take advantage of the benefits obtainable under 
schedule D. 

Until 1929 local rates were a much heavier tax on the woodlands 
than national taxation, and the amount of this tax was about £280 
($1,360) a year. Owing to derating, thisis no longer payable. It is 
possible that shooting rights will be rated in the future, in which case 
the rate on such rights would probably amount to about half the old 
rate on woodlands. 

This property also affords an example of the operation of the laws 
coverning death taxes with respect to forest land. The late owner 
died in 1923 and was succeeded by a distant relative. The total 
value of realty and personalty (including stocks and shares) was 
rather over £600,000 ($2,920,000) apart from the value of timber. 
Realty was £350,000 ($1,700,000). The death taxes payable were, 
therefore, estate duty, 27 percent, and succession duty, 10 percent. 
The total amount to be paid was about £220,000 ($1,070,000) apart 
from the duty on the timber. This was met by sale of stocks, shares, 
and a small property distant from the mansion, and by raising a 
mortgage of about £50,000 ($243,000). 

The standing trees and timber were valued for probate at £65,000 
($316,000) on which the taxes would amount to £24,000 or $117,000, 
but these taxes are paid on timber only as and whenitissold. Timber 
to this value will probably not be sold in the lifetime of the present 
owner, in which case the total amount of these taxes will never become “ * ~ee 5 ee a le et, Seance Rance ae ae 

ements tates ieanaae haan case a A Ca EEE 
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due. Estate and succession duty, therefore, operate as a kind of 
yield tax on the proceeds of the timber felled ; in this case 37 per- 
cent of the net proceeds from the sale of timber 1 is paid in this form of 
tax. 

These taxes are payable on the net income received from timber 
after deducting all necessary expenses since the death of the deceased, 
and therefore deductions may be made for management of the areas 
felled from the time of death, cost of advertising sale of timber, cost 
of felling if the timber is felled by the estate staff, and the cost of 
replanting. This last allowance is very important. Interest at 4 
percent per annum is charged for the period between the receipt of 
income by the estate and payment of taxes to the inland revenue. 

The net value of timber felled and sold between the death of the 
previous owner and 1930 was £22,037 ($107,244), on which estate 
and succession duty with interest amounted to £8 4497 ($41,351). 
Standing timber to the value of £2,003 ($9,748) was also disposed of 
on an outlying part of the property which was sold. Though this 
timber was not felled, estate duty amounting to £541 ($2,633) had 
to be paid on it. 

PROPERTY NO. 2 

DESCRIPTION 

This property is located in the south of England and includes 
2,579 acres of woodland. It is mostly situated on marginal agricul- 
tural land, and the forest quality of the soils on which the woods are 
growing is moderate to good. The present owner is a wealthy man 
and, as the woods had been largely devastated by previous owners, 
his object of management has been to build up the capital value of 
the property rather than to obtain an annual income. 

The nature of the woodlands of this property is as follows: 

High forest: 
Plantations (mostly coniferous): Acres 

BU yea Tis ages tes a mele Ce a NS a Pea Ey ch le a a 2 91 
TESA RCPEW Sy, 1s ap an eg Sal Ml NA NGS le UN 182 
Pa SA VAS SEIS a AR OA aie ie eR 2a RU CEP a AN ge Nghe 185 

{WOE Isat catenin 2 SV lah ay Seer 2S ea Sell 8 OK i AMMO 458 
ODS TS Se soc RSIS ae oat Nea Pa Ps YY tS Tare a 2, 077 

(CY EIB ay sa a a ee a eg) a am a MUR RA 44 

el NCOREE ps oS es NEDA Re Bi 9 2A AU a J a ee ee 2, 579 

The high forest is of poor quality, and most of the value resides in 
the plantations, which are not yet ripe for felling. There is no local 
market for mine timber as on sample property no. 1. 

The estate possesses a sawmill and a creosoting plant, which are 
used principally for manufacturing estate requisites. 

No assessment of the capital value has been made, but it probably 
lies between £60,000 and £100,000 including the land. 

INCOME AND EXPENDITURES 

The income and expenditures during 4 successive years are as shown 
in table 125. The figures in this table do not take account of the value 
of certain saw timber used on the property. It is estimated that, if 
these figures had been available, an average annual net income of 
about £500 would have been shown. 
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TaBLE 125.—Statement of income and expenses for years 1925-26 to 1928-29 for 
sample property no. 23 

Item 1925-26 1926-27 1927-28 1928-29 

Income: Ce San Lt is© ia. £i sid: Ls 
Timiberec:. #284200 ae ea ea ed eee 2 643 19 6] 328 3 7] 396 710] 1,573 13 6 
ine WOOG. 2 ce ters 26 oni 2 ae a ee Rs 6267 0°} *606) 15-27 | 491-158 386 12 11 
Postsiamdoranls®cce 2 Se ee er es eae es ea 165 12 4] 18411 4] 261 8 2 243 10 0 
INUESCD ine ee a ee a Ree ES eS RR eee LISI Seo ese 20 GSP i5ae2 216 0 
IPeastickse. = 2 aos te ak ieee ie ee ees ee eee ee Opes Sy aie 0) 19 9 6 16 10 6 
UNTO eae OW ren Seep ee ee ZL IBY 4119 § SoG 30 17 0 
Wood and timber supplied to repairs department__| 498 9 5] 32913 7] 474 1 38 400 4 0 
Maborire pal Gases a es Re Ne an Tonal we 2 123° 10) 25) PAGS e422 2G 275 10 9 
TORSO. SO) Cy ee ne re aa ns PES EAA 29-0) 0 O00 OM056 00 0 
SPOLbINgsValUesh Les eee ee gee aa Cen Seeaeee 159 0 0} 159 0 O} 159 0 0 159 0 0 

Total eee 2 SAS ACNE DSO le tee Sane ee ee Ee 2,386 18 0 |2,047 14 8 |2,123 2 7] 3,088 14 8 

Expenses: | 
L EGr1) 00) gh pane on ite SLA Sy Ss eS A Ste aE OR Ree ate 1,716 18 10 |1,733 1 9 |1,894 5 9] 2,168 19 4 
Work done and supplies by other departments_-_-__- Sy OSs eee) | Bey eee 286 8 7 
Goods! purchased 262 Sea URC ee An ee PREV TER Bil) RB BS TL) Ie. I 125 9 11 
PETE TVOS oi 220 tae oa ae i ee eB alate Aeee ee ceed 46 14 0 46 14 0 46 14 0 46 14 0 

ROCA SS as ee NE ANS ee 2,181 16 9 |2,189 7 11 |2,407 15 9] 2,627 11 10 
SSeS SSS ESS 

SIN GE E11 CO TT Ce Sec ea er ee Aa el 2051S | —141 13 83 race See | 461 2 10 

1 Source of data: Statement by the agent of the property. 

The income tax was calculated in accordance with the following 
assessment: 

Schedule A: Lo Neeere: 
Gross assessment of annual value (average 6s. 8d. per acre)_.. 935 4 0O 
Deduct: 

& Sane 

One-eighth for statutory allowance for repairs. 117 0 0O 
Withes? Ske ETS SCN Soe een ee ener 46 14 0 
Tanditax cae ioe See ek Gi74000 

AB OG 2 ys ee LS Ee Se ae eee 169 18 90 

Net: assessment: 22 22. 5 eis ee ae a ee eee 465 76" 0 

Schedule B: 
One-third of gross assessment for schedule A_____________-_ 31621550 

Total 22 22 2 Soe ee oY eI she eae ne LOA 2220 

TAXES 

The above woodlands lie in 6 different parishes, and the gross annual 
value per acre ranges in the different parishes from 3s. 10d. to-9s. 
The land tax referred to under schedule A is a small and semi-obsolete 
national tax, which varies from 1d. to 1s. in the pound (0.4 to 5 per- 
cent) on the annual value of land and buildings. In most parishes it 
has been redeemed, and on this estate it is payable in only 2 of the 
6 parishes. 

Income tax has been paid on £1,077 at 4s. in the pound (20 per- 
cent). The tax is thus £215 8s. 0d. Surtax has no doubt been paid 
at the then existing maximum rate of 6s. in the pound (30 percent), 
which would amount to £323 2s. 0d., making a total of £538 10s. Od. 
For the year 1930-31 the amounts paid were increased to £242 Os. Od. 
and £403 4s. 0d., making a total of £645 4s. 0d. If allowance is made 
for the various deductions that are allowed on income tax and the 
increments of surtax, these amounts would be reduced by between 
one-twentieth and one-tenth. 
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No maintenance claim is made for woodlands, as it is deemed that 
this would not amount to more than the one-eighth statutory allow- 
ance for repairs. 

Table 126 is a comparative statement of the amount of local taxes 
or rates for the year ending September 30, 1930, showing amount of 
rates actually paid and the amount that would have been paid had 
derating (elimination of local rates or taxes on farm and woodlands) 
not come into force. The ratable value previous to derating was in 
each parish rather less than the gross annual income for income tax. 
The continuance of the payment of rates is presumably due to the 
assessment of sporting rights. 

TaBLE 126.—Effect of derating on local taxes on property no. 2} 

Amount of Ratable Amount of 5 
Present 9 Rat 5 saving to 

: ; Rate in value pre-| Ratein! rates that 
Parish pate pound wend vious to | pound | would have Deere 

derating been paid derating 

£ s. d. gs. d.| £ 8. d. LS G3 al Lu Sis Susans 
PARTIDO Hel erage et 24 0 0 8 3 918 0 153 1 O 8 3 (oh a) SAS 
Farley ChamberIne_._ _-_-._- 47 0 0 8 4] 1911 8 49 17 6 8 4 20 15 8 140 
ELUTE ST @ yes ihe UY CE 63 0 0 8 lk) 25 6 8 320 14 0 8 Ww 128 18 11 103 12 3 
Iinees: SOMDORMe sa se SU aR ER Ee ea aa iE UAT 105 10 0} 11 O 58 0 6 58 0 6 
Michelmersh..__-___----.-_--_- 25 0 0; 10 9/18 8 9 40 0 0} 10 9 2110 O 8§ 1 3 
SPORTS LAO pee ea AOR VN Le rk [BNE ap CAPM LS VAGINA 154 0 0 9 11 76 7 2 76 7 2 

ERotall soo os vane 118) Oh Oa 68 5 ‘| yBY OC el | 3681411| 300 910 

1 Source of data: Statement by the agent of the property. 

To summarize the situation of the forested portion of this property 
with reference to taxes, the woodlands, which extend to 2,579 acres, 
have a capital value of £60,000 ($292,000) to £100,000 ($487,000). 
The net income is impossible to determine accurately, because the 
profits from the sawmill are unknown, but it probably amounts to 
about £500 ($2,430) per annum before pay ng taxes. 

The amount paid in taxes was about £500 ($2,430) to the National 
treasury (£600 or $2,920 in 1930-31) and £365 ($1,780) in local rates, 
which last amount was reduced to £68 ($331) by the derating act 
(Local Government Act), 1929. 
Thus the amount of the taxes still exceeds the net income; before 

1929 taxes exceeded the net income by 70 percent. 
The capital appreciation of the woodlands owing to growth probably 

approaches £1,000 ($4,870) a year. 
Very considerable savings in taxation might have been obtained by 

electing to have the young plantations assessed under schedule D in 
place of schedule B. 

PROPERTY NO. 3 

This is a small estate in Oxfordshire owned by a wealthy woman and 
managed with great regard for aesthetic values. The woodlands are 
327 acres in extent, of which 85 acres are plantations of less than 30 
years. The old woodlands are as essed under schedule B and the 
young plantations (63 acres) under schedule D. There is an overlap 
of about 16 acres which are taxed under schedule B and schedule D, 
an anomaly to be corrected in the next reassessment. 
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The income taxes on these woodlands are assessed as follows: 

Schedule A: 2). sith a: 
Gross assessment of annual value on 327 acres at 3s. 2d. peracre__ 52 O O 
Deduct: £7 Ss pid. 

One-eighth for statutory allowance for repairs__-_-_- 6, 10 0 
ho ap A CB SL gs lc SE oa ga TOE ZOsR0 

Potal siP2eh FU eG a2 ee jos Pore ol 9 Se eee ea ee 16 10 0O 

Net ASSESS Tien ts Sess 8 et ee ade et 35 10 0 

Schedule B: 
One-third of gross assessment for schedule A__________________- 1240220 

Dieta i i ae i ay cn ec ee en ee 520 t0r20 

The maintenance claim for the estate as a whole is so large that all 
the schedule A tax for the whole estate (including the woodlands) is 
recovered. This means that, as owner, the proprietor derives no 
income from the estate and consequently pays no tax. 

Sixty-three acres of young plantations are taxed under schedule D. 
Tax under schedule A is also payable, but as the schedule A net assess- 
ment may be inserted as one of the costs, 1. e., as the rent paid to the 
owner, it is easier to omit it on both sides of the combined account of 
schedules A and D. As owner she pays tax on the rent. As occupier 
she recovers tax on the rent as a cost. About 12 acres of land are 
planted every other year. On these young plantations there is nec- 
essarily a loss when the expense of establishment is charged off annu- 
ally as allowed under schedule D. This loss for the year 1929-30 was 
as follows: 

Se teen 

Cost ofsplamting U3 acres arta aes ee Uece a aie Sl dite, ee tee a cas epee 104 0 O 
Deduct forestry, commission -eratt pees 2 ee eee 19 10 0O 

Totals. Feet Perel eee By Pek eee Ree pie tak eee 84 10 0 
Cost of: managing remainingvarea 225. 224 ee ee ee 81 0 0 

Totalicce oo re ks eer AON gs sank eet Te es ests ee oe 165 10 O 

In 1928-29 there was no planting and consequently no forestry 
commission grant. The cost of management was £42 9s. 9d. Thus 
under schedule D tax is recovered on about £100 per annum (the 
average of 2 years, £165 and £42). 

So far as local taxes are concerned, the woods have now been derated. 
Before 1929 rates were paid at about 9s. 6d. in the pound on a ratable 
value of 4s. per acre, including sporting rights. The amount paid 
annually was about £31. 

To summarize, tax is paid under schedule A on £35 10s. 0d. ($173), 
and this tax is recovered under the maintenance claim. Tax is paid 
under schedule B on £17 Os. Od. ($83). Under schedule D tax is re- 
covered on about £100 ($490). Thus the amount of the taxes on the 
entire estate is less than it would be if the woodlands were subtracted 
from the estate. No account of actual income and expenditure on the 
woodlands on the estate was obtained, but it is probable that they are 
run at a loss. Nevertheless considerable net income could be earned 
on the woodlands assessed under schedule B without altering the as- 
sessment or computation of taxes. This estate is an interesting ex- 
ample of the extent to which the British tax system may favor forestry. 
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A GROUP OF PROPERTIES 

About 14,000 acres of woodlands in the south of England are 
managed by a firm of land agents. Figures were supplied showing 
the assessment for 4,173 acres belonging to eight different owners. 
On this area the average gross assessment for schedule A was just 
over 4s. ($0.97) per acre, including sporting rights. However, exclud- 
ing the sporting rights on 1,013 acres when these rights were separ- 
ately assessed, the total gross assessment amounted to £729 ($3,548). 
Deducting one-eighth for the statutory allowance for repairs and £69 
($336) for tithes, the net assessment would appear to be £569 ($2,769). 
It was returned, however, at £583 ($2,837). The schedule B assess- 
ment was £254 ($1,236), and the total amount of income tax paid 
(under schedules A and B at 4s. in the pound or 20 percent) was £167 
($813). On no estate was the maintenance claim sufficiently large to 
secure any repayment of income tax under schedule A. 
Two other areas were assessed under schedule D in place of schedule 

B. In respect of one of them, an area of 117 acres forming part of a 
woodland estate of 374 acres, income tax and surtax had been recovered 
on an average annual amount of £238 ($1,158), based on 3 successive 
years, that being the average net expenditure on the area. The other 
area comprised the whole woodland section of an estate and was 572 
acres in extent. It would have been better if only the young planta- 
tions had been put under schedule D and the old woods left under 
schedule B, but the previous agent had elected to assess the whole 
under schedule D so that no change could be made during the tenure 
of the present occupier. In respect to these 572 acres of woodland, 
income tax and surtax had been recovered on an average annual 
amount for 3 successive years of £228 ($1,110). Tax was paid under 
schedule A on each of these areas, the net assessment being £56 
($273) in the first case and £188 ($915) in the second. 

EFFECT OF TAXATION ON THE PRACTICE OF FORESTRY 

The British income tax and surtax are extremely favorable to the 
practice of forestry. A holder of forest land, as owner, is obliged to 
include in his taxable income the rental value of such land, whether 
any income is actually realized or not. However, as occupier, he is 
normally assessed under schedule B, which means that he is allowed 
to declare a conventional income fixed by rule in place of the actual 
income, and the conventional income in the case of old timber may be 
much smaller than the actual. As occupier, the forest-land owner is 
allowed to claim assessment under schedule D instead of schedule B. 
As previously explained, schedule D is a form for the declaration of 
the actual profits from businesses, professions, and miscellaneous 
sources, and in order to qualify for this privilege precise accounts must 
be kept and woodlands must be managed for commercial purposes. 
This choice operates greatly to the advantage of a woodland occupier, 
for two reasons. (1) Heis allowed to make a return on the plantations 
made since 1916 in an account separate from the remainder of the 
woodlands, so that the old woods from which a substantial income 
can be obtained are taxed on a small conventional income under 
schedule B, whereas the young plantations are taxed on the actual 
income they yield under schedule D. (2) If the young plantations 
show a loss, as they always do when the costs are all treated for tax 
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purposes as current expense, this loss can be claimed as a reduction in 
the income of the owner, who thereby escapes taxation on a correspond- 
ing amount of his income from other sources. The costs of making a 
plantation thus go to swell a deficit, on the amount of which income 
tax and surtax are returned. Therefore a wealthy owner, who pays 
in taxes 66 percent of any amount of income over £50,000 ($240, 000) 
a year, may recover from the inland revenue 66 percent of the cost of 
making or maintaining young plantations by using this cost to reduce 
his taxable income. Once an occupier has put any piece of woodland 
under schedule D, he must keep it there, but his successor, either after 
a sale or his death, can elect to put it under schedule B. Thus, if 
plantations are not felled within the lifetime of their maker, the 
income which they ultimately yield need not be taxed except under 
schedules A and B. The value of the timber cut in 1 year may be 
£100 ($490) per acre, but the owner is taxed as though his annual 
income were about Bs. ($1.22) a year. Under such circumstances a 
high rate of taxation provides a subsidy on the making of plantations, 
and there are some owners who are increasing their annual plantings 
as a result of the rise in income tax and surtax in 1930. 

The high rates of the death taxes imposed in Great Britain have 
doubtless caused estate owners to cut mature timber in order to secure 
the cash with which to meet their obligations. This tendency to cut 
timber to meet death taxes is discouraged by the provision that both 
estate and succession taxes on timber value need not be paid until the 
timber is cut and sold. Even when the mature timber is cut, there 
is every incentive to replant. There is a direct governmental bounty 
in the form of forestry commission grants in aid of planting which 
will defray a part of the cost, in addition to the substantial income tax 
benefits from listing young plantations under schedule D. 

These concessions in favor of woodland owners were granted partly 
on the ground that trees were a national inheritance which owners 
should not be penalized for preserving. Similar concessions had 
previously been granted to owners of valuable pictures and books. 
Parliament was also influenced by the view that the recurrent imposi- 
tion of death taxes would greatly aggravate the economic difficulties 
of forest management, and the concessions in respect to these taxes 
were intended to encourage good forestry. 

FRANCE 

GOVERNMENTAL AND TAX STRUCTURE 

The French Government is highly centralized and permits of little 
local variation in governmental and tax structure. The most im- 
portant taxes are those levied by the National Government, and these 
will be discussed first, following which there will be a discussion of 
local taxation. 

NATIONAL TAXATION 

The yield from national taxes and the net revenues from govern- 
ment monopolies are shown in table 127, which also indicates the 
relative importance of each principal source of income. It is evident 
that the income and related taxes contribute the largest share of the 
revenue. 
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Tasie 127.—Income from National taxes and Government monopolies, France,! 1927 

Mi-lions |} Thousands 
Nature of tax of francs | of dollars 

Direct taxes: 
Incomeyand|relateditaxesi= sea ait ae le eee ee Nee eon eee 12, 873 504, 300 
“ Assimilated”’ taxes (chiefly the war-profits tax) _.....--_--.------------------ 804 31, 500 

Indirect taxes: 
Registration taxes on transfers of title.__...----------------------------------- 6, 112 239, 400 
St evra tenes ee eae UL hs RN A es Sa 2, 270 88, 900 
UIST TINS ae ee gE AS ee NN Be Se eS 2, 618 102, 600 
FINIRM OV OD NGA KG eee ea ES a ECE hE es Sak PERUSE UO 8, 605 337, 100 
Othernndirectstaxes= 43. Sau aee ee ee ee ea a 8, 222 322, 100 

Gam blinoxtaxes sec oe8 22 ee ae oe a ee ee Lea eee ee wae een eno a SE n a 253 9, 900 
Monopolies: 

ROTC CO eee ee rs eh a a SR ee a IU SS To Sn LSE 1, 643 64, 400 
IVT CGE CS ie ee Re eR RNS ME ce CE RS Se Se Ease Stes ae 72 2, 800 
(BO WiG Gree ee ee eee eee een LN a oe CON es ae Skee tet Cas aM ia ak 67 2, 600 
Rostswtelegraphyanditelepnome soe se ee ie eee 304 11, 900 

1 The revenue figures are of 1927 except tobacco whict: is of 1925, matches of 1923, powder of 1926, and posts, 
telegraph, and telephone, and gambling taxes of 192¢, Sources of data: Column 2, from (248, pp. 318-363); 
column 3, by computation. Aselsewhere in this and i1; the following sections, French francs are converted 
to dollars on the basis of the par value (1933) of the frane in gold dollars—1 frane equals $0.039175. 

ScHEDULAR INCOME TAXES 

In France, as in Great Britain, the income-tax law recognizes 
different schedules for income from sources of different kinds. But, 
whereas in Great Britain the schedules are used solely for the classi- 
fication and method of assessment of different types of income, the 
rate being levied on the total of the assessment so determined, the 
French schedules are governed by separate and particular laws, and 
the rates, as well as the abatements and exemptions, are different for 
the different schedules. The French system of taxing income is thus 
compounded from many separate tax methods. 

The various classes of income tax are given below, with individual 
descriptions condensed from those in a recent report of the League of 
Nations (233, pp. 59-71, 97-100): 

Tax on income from buildings (la contribution fonciére des propriétés baties). 
Tax on income from lands (la contribution fonciére des propriétés non baties). 
Tax on income from intangible personal property (l’imp6t sur le revenu des 

capitaux mobiliers). 
Proportional charge on mines (la redevance proportionnelle des mines). 
Tax on industrial and commercial profits (l’imp6ot sur les béfiéfices industriels 

et commerciaux). 
Tax on agricultural profits (l’imp6t sur les bénéfices de l’exploitation agricole). 
Tax on salaries, wages, pensions, and annuities (’impdét sur les traitements, 

salaires, pensions, et rentes viagéres). 
Tax on profits from noncommercial occupations (l’impdét sur les bénéfices des 

professions non commerciales). 

TAX ON INCOME FROM BUILDINGS AND LANDS 

The taxable income derived from real property is assessed b~ the 
tax administration (administration des contributions directes). 

In the case of buildings with the lands which they occupy (pro- 
priétés baties), including also uncultivated !ands used for commer- 
cial and industrial purposes, the assessment is based on the informa- 
tion given in the lease. If the property is not leased, the income 
is calculated on the basis of the income derived from properties of the 
same kind and the same size which are leased. If neither of these 
two methods of assessment is applicable, the taxable income is deter- 
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mined directly on the basis of a suitable rate of interest on the market 
value of the property. 

In the case of other lands (propriétés non baties) the taxable in- 
come is assessed according to a tariff based on the kind of crop and 
its class, every kind of crop being divisible into several classes accord- 
ing to the fertility of the soil. 

The assessments thus made are in principle reviewed every 10 
years in the case of buildings, and every 20 years in the case of lands. 
During the interval between revisions they remain unchanged. 

The rate of the national tax is 16 percent of the taxable income 
from both buildings and lands. 

TAX ON INCOME FROM INTANGIBLE PERSONAL PROPERTY 

The tax on income from intangible personal property comprises 
the tax on income from securities (valeurs mobiliéres) and the tax 
on income from loans, deposits, and cash-security (créances, dépéts, 
et cautionnements). 
The tax on income from transferable securities 1s imposed on (1) 

the income from capital invested in companies in the form of shares 
or other holdings; (2) the income from capital loaned to companies 
and public corporations; and (3) the emoluments of directors of com- 
panies with share capital. As a general rule, this tax is deducted at 
the source; companies and corporations must pay it in advance and 
recover from the recipients of the income. 

The tax on income from debts, deposits, and cash security is levied 
upon all income from personal property which is not liable to the 
tax on income from transferable securities. It is not deducted at the 
source, but must be paid personally by the recipient of the income. 

The regular rate on all of these classes of personal property income 
is 16 percent, with a somewhat higher rate applicabie to director’s 
fees, income from certain foreign securities, and bond-lottery win- 
nings. 

PROPORTIONAL CHARGE ON MINES 

The proportional charge on mines is a tax payable on profits from 
the operation of mining concessions located in France. 

In the case of French corporations lable for the tax on income 
from transferable securities which work mines only in France and 
whose principal object is the working of those mines, the taxable 
profits are, as a rule, fixed arbitrarily (forfaitairement) at the amount 
declared for distribution during the year previous to the year of the 
tax in dividends or any other form of payment—in other words, at a 
figure equal to that taken for the assessment of the tax on income 
from securities payable by the corporations on behalf of the re- 
cipients. 

In the case of other mining concerns (whether operated by a 
private person or a corporation), the taxable net profit is the differ- 

_ ence between the income actually received during the year previous 
to the year of the tax and the expenditures during the same year, 
that income including not only the proceeds of the sale of minerals 
extracted and sold, but also the value of the quantity consumed by 
the concern. 

The rate of this tax is 25 percent. 
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TAX ON INDUSTRIAL AND COMMERCIAL PROFITS 

The tax on industrial and commercial profits is payable only on the 
peat made on industrial or commercial enterprises operated in 
rance. 
The rate of this tax is progressive, being calculated from a schedule 

beginning with a total tax of 22.5 francs for a profit of 800 francs or 
less, 45 francs for a profit of 801 to 1,500 francs, and continuing 
progressively to 50,000 francs. Above 50,000 francs the total amount 
of the tax is 15 percent of the profit, any fraction of the latter under 
1,000 francs being neglected. 

TAX ON AGRICULTURAL PROFITS 

The tax on agricultural profits is imposed on the income derived 
from the working of land by tenant farmers, or by the owners them- 
selves over and above the income the owners would derive from 
their properties if they merely leased them. 

As a general rule, the tax is based on a profit which is calculated 
arbitrarily at five-fourths of the income in respect of which the land is 
assessed for the land tax. In thecase of arable land, the arbitrary agri- 
cultural profit is equal to 150 percent of the rental value of the land. 

Before the tax rate is applied, every taxpayer is entitled to deduct 
from his taxable profit 500 frances for his wife, for every member of 
his family working and living with him, and for every dependent 
relative. The tax is payable only on the amount by which the tax- 
able profit, less the above deductions, exceeds 2,500 francs. Further, 
for the purpose of assessment, that portion of the profit which comes 
between 2,500 and 4,000 franes is reckoned at a quarter of its value, 
and that portion which comes between 4,000 and 8,000 francs is 
reckoned at half its value. The rate of tax is 12 percent. 

TAX ON SALARIES, ALLOWANCES AND EMOLUMENTS, WAGES, PENSIONS, 

AND ANNUITIES 

The tax on salaries, allowances and emoluments, wages, pensions, 
and annuities is assessed at the taxpayer’s place of domicile and is 
paid annually on the salaries, allowances, etc., received during the 
previous year. 

As a general rule, the tax is assessed on the basis of the particulars 
(names and addresses of recipients of taxable income and amount of 
such income) supplied to the administration by employers, heads of 
enterprises, and persons responsible for the payment of pensions or 
annuities. 

The rate of the tax is 10 percent, but there is an exemption of 10,000 
francs, in addition to deductions for wife, children, and dependent 
relatives. Also, amounts below 40,000 francs are subject to frac- 
tional deductions. 

TAX ON PROFITS FROM NONCOMMERCIAL OCCUPATIONS 

The profits subject to this tax include income from the liberal 
professions (medicine, law, public functions, offices, etc.), professional 
income other than that derived from industry, trade, agriculture, 
public functions, and private employments, and, generally speaking, 
profit from any remunerative occupation or operations not subject 
to any other schedular tax. The tax on profits from noncommercial 
occupations is assessed at the place where the occupation is carried on, 
and according to the circumstances existing on January 1. 
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In principle the tax is assessed every year on the net profits for the 
previous year. In the case, however, of literary, scientific, and 
artistic work, the income from which is not received annually, the 
taxable profit may, at the taxpayer’s request, be assessed by deducting 
from the average income for the last 5 years the average expenditure 
for the same years. ‘Taxpayers who adopt this method of assessment 
for any 1 year cannot, however, change the plan in subsequent years. 

The rate of the tax is 12 percent, but there is an exemption of 10,000 
francs, and amounts below 40,000 francs are subject to fractional 
deductions. 

GENERAL IncoME Tax 

In addition to the schedular income taxes enumerated above, the 
national taxes include a general income tax Gmpdét général sur le 
revenu) which is an essentially personal tax levied on the total income 
of the taxpayer from all sources. The rates of this tax are progressive. 
A landowner may pay this tax either on the schedular incomes 

assessed on the estimated basis for the land tax oi on his actual 
income. In the former case he is allowed a reduction of 25 percent 
for expenses on income from real estate; in the latter he can deduct 
his actual management costs, including the direct and ‘‘assimilated”’ 
taxes. 

The fraction of the income which, after the deduction of certain 
allowances for personal status and for family expenses, exceeds the 
sum of 10,000 francs is taxed. The current (1933) tax rates appli- 
cable to taxable income vary from 1.33 percent for the fraction of this 
income which does not exceed 20,000 francs to 33.83 percent for the 
fraction of the income which exceeds 550,000 francs (159, p. 89). 

REGISTRATION TAXES ON TRANSFERS 

Outside of income taxes, the most important national taxes from 
the viewpoint of forestry are the registration taxes on transfers. 
Taxes of this nature are listed in table 128 with the receipts from each 
in 1926. It will be noted that the two most important of these taxes 
are the transfer taxes on sales of real property and the inheritance 
taxes. 

TABLE 128.—Revenue from registration taxes, France, 1926 ! 

Millions } Thousands 
Item of frances | of dollars 

Transfers: 
On a valuable consideration: 

Personal property: 
SOCULIETES Oy oe ee INC IN BE TL Uae LE On ee ner Ee Ve COE a Rd oe eR 983 38, 500 
Personal debts, annuities, State offices (créances, rentes, prix d’office)____ 16 600 
IBUWSIMESSES{ (£0 GS\ GE; COMIN ERC) eye ee ee ee eee nee eee a 280 11, 000 
Material, furniture, etc. (meubles corporels)_.............----..-------- 139 5, 500 

- Realiproperty and rights Co real property eee ee ee ee eee 1, 871 73, 300 
Tee: 

Bet rene NviN SppPCESON Si (COM LOTS) a ee ee ae peer a 162 6, 300 
Resulting fromGeaGhy (SUCCOSSIOMS) aoe ae 1, 653 64, 800 

Nontransferable property (taxe representative du droit d’accroissement)_____--_- 2 100 
Other contracts and civil and administrative documents______________-_______-_--- 871 34, 100 
TATA GL alo HO REA UL CVC ALLO CURTIN CT GS ese a ee ng 93 3, 600 
VITO S Ei ERE ORE aa ER ee VASE Te Sie ped SEE A Ee ee 89 3, 500 
Tax on capital insured by fire insurance companies____-____________________------- 20 800 
DONT i Oe De et SE Rot) ee eee Lit ee CS Sol ab 43 1, 700 
INDISCellam COUISHEECE LT ES seat oe aa mea a a a Se Fe, a eee 18 700 

Bo ae epee eae, ae ee ee SN Be SN eee eye Serta ie ene Aes See LAC Ee 6, 240 244, 500 

1 Sources of data: Column 2, from (243, p. 340); column 3, by computation. 
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The registration tax on the transfer of real property is payable on 
all transfers made for a valuable consideration, since registration is 
compulsory. The base of the tax is the price at which the sale was 
effected, but if there is reason to think that this price is below the mar- 
ket value, the value at date of sale as determined by expert appraisal 
may be used instead of the sale price. The rate of this tax (1933) 1s 
12 percent (159, p. 92). 

Inheritance taxes are levied at rates which are progressive as 
regards the size of the estate and which vary according to categories 
of beneficiaries, special reductions being al.owed for children so as to 
favor arge families. The current (1933) rates are thus graduated 
from 1 percent to 56.4 percent. 

Gifts, if legally attested, are taxed at complicated rates, varying 
(1933) from 3 percent to 48 percent according to the amount and 
degree of relationship between the donor and recipient. In practice 
this tax is levied chiefly on marriage settlements and other contractual 
engagements. 

The taxes on transfers of other kinds are very numerous and com- 
plicated; as they have little bearing on the taxation of forests, explana- 
tion of their details will not be attempted. 

TURN-OVER Tax 

The turn-over tax (taxe speciale sur le chiffre d’affaires) is a tax on 
sales and brings in about one-fifth of the revenues of all nat onal 
taxes. It consists of three different levies as follows (243, pp. 346- 
347): (1) A 2-percent levy on gross receipts from all commercial 
sales and all imports. Of this levy 0.1 percent goes to the Depart- 
ments and communes, and 1.9 percent to the National Government. * 
(2) A 2-percent levy on gross commissions, interest, and other pro- 
ceeds from commercial services. The proceeds of this levy are dis- 
tributed as in the case of the levy on gross receipts from sales. (3) A 
special luxury tax, varying from 4 percent to 13 percent, on sales of 
certain products. 

The 2-percent tax on gross commercial receipts has thus nothing 
whatever to do with the profit or loss of the business, although deduc- 
tion of turn-over tax paid is allowed in calculating net income subject 
to the income tax. The tax is almost universal so far as commercial 
transactions are concerned; the only exemptions comprising necessary 
food products and certain other articles, such as coffee, tea, sugar, 
meat, coal, and fertilizers, which are already sufficiently burdened by 
special taxes. 

LOCAL TAXATION 

The governmental subdivisions which are empowered to levy taxes 
are the 90 Provinces or Departments (departements) and the 38,004 
communes (communes).*? In addition small levies are also made by 
various official or semiofficial bodies such as chamhers of commerce, 
hospitals, and other institutions to cover certain of their expenses 
which are considered to be for public purposes. 

The Department is essentially an administrative subdivision of 
the National Government. The commune is the principal unit of 
local government. The finances of both Departments and communes 

# The number of communes variesfrom time to time; that givenis reported for the year 1931, see (240). 
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are closely related to those of the National Government. A rough 
idea of the relationship may be obtained by outlining the existing 
method of supporting the more important governmental functions. 

ScHOOLS 

Schools are supported chiefly by the National Government and by 
the communes, with some assistance from the Departments. The 
teachers are generally paid by the Nationa! Government. The school 
buildings, lodgings for teachers, furniture, and the like, are furnished 
by the communes for the primary schools and by the Departments 
for the normal schools. Secondary schools in the larger towns are 
supported by the National Government. 

Roapbs 

Roads are supported by the National Government, the Depart- 
ments, and the communes, but chiefly by the first two. The national 
highways (routes nationales) are supported by the National Govern- 
ment. The regional highways (chemins des grandes communications 
et routes departementaux) are supported by Departments. Local 
roads (chemins vicinaux) are supported by the communes, but they 
receive substantial subventions for this purpose from the Depart- 
ments. The National Gevernment also gives subventions for road 
purposes to the Departments and communes. For the rest, the com- 
munes obtain the necessary funds themselves from their own taxes, 
namely, the taxe vicinale and the taxe des prestations. 

. RAILROADS 

The main railroad systems are supported by the National Govern- 
ment. One railroad system is Government owned; the others are all 
privately owned but revert to the Gov ernment eventually. The 
Departments own small local railways and tramways. Some of the 
communes also own tramways. There are, in addition, some depart- 
mental and communal autobus lines. 

OTHER DEPARTMENTAL FUNCTIONS 

The Departments are also concerned with relief of the poor and the 
sick, child welfare and protection, care of pregnant women and old 
people, free medical assistance in hospitals, and care of the insane. 
They also have charge of the prisons, the police, and the courts; 
they furnish buildings for the police. 

OTHER COMMUNAL FUNCTIONS 

Poor relief and other charity services are furnished also by the com- 
munes, although the chief expense is borne by the Departments, 
assisted by the National Government. (A project is now being con- 
sidered to relieve the communes of all this expense.) The communes 
have no police or prisons or courts, except in the large cities and towns, 
and here part of this expense is borne by the cities and part by the 
National Government. All other strictly local services are rendered 
by the communes. 

Soci Fa 
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DEPARTMENTAL AND COMMUNAL TAXES 

As indicated by the preceding outline of the methods used in sup- 
porting governmental functions, the local tax system in France 1s 
exceedingly complicated. It is not within the scope of this report to 
describe in detail the taxes for departmental, communal, and other 
local purposes.** An important part of the local revenue is from the 
centimes additionnels which are taxes levied upon a basis originally 
established for national tax purposes. There are subventions and 
grants from the National treasury to the Departments and communes, 
substantial payments from the communes to the Departments, and 
small payments to the National treasury from both Departments and 
communes. 

The most important taxes imposed both by the Departments and 
communes are the centimes additionnels and the fonds communs. 

The centimes additionnels are in effect taxes on local real estate 
assessed on a rental basis, and upon local business assessed according 
to rules based on external factors. They were originally levied as a 
supplement to the apportioned tax which in earlier times was levied 
by the National Government. When this apportioned tax was aban- 
doned in favor of the present proportional income taxes, the Depart- 
ments and communes continued to use the last applied national tax 
as a base for the centimes additionnels, the amount of this tax being 
termed the principal fictif. The principal fictif for improved property 
thus dates from 1890, with modifications from time to time when new 
lands are brought into cultivation and new buildings constructed and 
old ones destroyed. The apportioned tax on unimproved property 
was retained by the National Government much longer, so the prin- 
cipal fictif for this class of property dates from 1914. Changes in the 
principal fictif for unimproved property are very rare. The depart- 
mental and communal centimes additionnels are thus levied on the 
principal fictif for each property. ‘The number of the centimes addi- 
tionnnels is calculated so as to produce the revenue required by each 
Department and each commune. 

There are great variations in the rates of the centimes additionnels 
among the Departments and communes. Some small communes have 
nothing to collect, obtaining sufficient revenue to meet their needs 
from other sources, sometimes from communal forests. The average 
rate is about 15 percent of the principal fictif. 

The fonds communs constitute another important source of tax 
revenue for the Departments and are also shared by the communes. 
These revenues are shares of the turn-over tax and of certain other 
taxes imposed by the National Government. 

The communal revenues, amounting to more than double the sum 
of the Department revenues, are drawn in part from the above-men- 
tioned taxes and in part from numerous other sources. The latter 
includes the taxe vicinale, the taxe des prestations, octrois, and mis- 
cellaneous fees. 

The taxe vicinale, as indicated before, is a tax raised for the support 
of local roads. This is a supplement to ‘the centimes additionnels and 
is levied on the same base. The taxe des prestations is a tax on cattle, 
horses, etc., and is an alternative to the taxe vicinale. Where the 
landowners are in political control, it is usually used for the support 

34 For detailed information as to local taxation in France refer to Haig (243, pp. 364-394). 
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of local roads in place of the taxe vicinale. Octrois are local consum p- 
tion taxes generally levied on produce which enters towns. This form 
of taxation is being rapidly abandoned, and less than 3 percent of the 
total number of communes employ it. The Paris levy now accounts 
for more than half the octroi collections in France. Miuiscellaneous 
pen fees include market fees, parking fees, sanitation fees, and 
the like. 

THE ECONOMIC IMPORTANCE OF THE FORESTS 

The forests of France are one of the most important resources of 
that country. They occupy nearly one-fifth of the total land area, 
or an area of a little more than 10 million hectares (25 million acres). 
The National Government owns 1.4 million hectares (3.5 million 
acres), the communes and public institutions (établissments publics) 
own 2.4 million hectares (5.9 million acres), and private owners 6.4 
million hectares (15.8 million acres). A large part of the communal 
and institutional forests are managed under Government super- 
vision. The private forests are held mostly in small tracts; 1% 
million owners possess each less than 10 hectares (25 acres) of forest. 
About 700,000 workmen out of a total population of about 41 million 
are normally employed in forest and sawmill operations (244, pp. 368, 
478; 240, p. 852). 

The economic importance of forestry has long been recognized by 
the French Government. The Forest Ordinance of 1669, which was 
prepared by Colbert in the reign of Louis XIV, was by far the most 
progressive measure of its time and antedated by more than a century 
any far-reaching attempts in other countries to control the public and 
private forests. It formed the basis of the Code forestier which is 
still operative. The ordinance was never put into full effect, and in 
the eighteenth century and during and after the Revolution very 
considerable deforestation occurred, until in 1850 the forest area 
reached a minimum of 8.8 million hectares, or 16.5 percent of the 
area of France. After 1850 the area of woodlands was increased by 
afforestation, and by 1908 it reached about its present extent. Since 
the war there have been heavy fellings, as private owners have been 
anxious to realize capital from their woodlands, but there has been 
very little decrease in forest area. 

French forestry is notable for the contributions it has made to the 
development of forests for protective purposes. Not only has an 
area of over 700,00C hectares of sand dunes and similar land been 
planted in the Landes, but large extents of mountain slopes have been 
afforested in order to prevent erosion. 

TAXES THAT AFFECT FOREST PROPERTY 

LAND TAXES 

The tax levied by the National Government on unimproved prop- 
erty (la contribution fonciére des propriétés non baties) is a tax on the 
income from land. As already explained, it 1s levied not on the actual 
income, but on an estimate of the annual income which land of the 
particular quality and location should be capable of yielding. These 
estimates are made very infrequently, so that improvement or 
deterioration may not be reflected in the tax status for many years. 
This lag naturally favors the improvement of agricultural and forest 
land. 
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The estimate of the annual income from land for tax purposes is 
intended to reflect the rental value (valeur locative). This rental 
value includes only the income which the owner may derive from his 
land if he merely leases it. The income derived from the manual or 
directing work of the operator and from the investment of working 
capital represented by agricultural implements, cattle, working capi- 
tal necessary for current operations, and the like, is not taken into 
account in the assessment of the land tax but is subject to the tax 
on agricultural profits. Thus a landowner who merely leases his 
land is liable only for the land tax, and the tenant farmer is liable only 
for the tax on agricultural profits. The forest-land owner is, as a rule, 
both owner and operator, but in practice he is not subject to the tax 
on agricultural profits unless he has an income from resin or bark. 
A revision of assessments for land taxation is now under way, but 

the current taxes levied by the National Government are based on 
the last general revaluation authorized in 1907 and carried out in 
the years 1908-12. (Law of Dec. 31, 1907, art. 3.) In most of the 
communes the maps on which this revaluation was based go back to 
the early part of the nineteenth century, though in some communes 
the maps were brought up to date in 1850. These maps (plans cadas- 
tral) are supplemented by a list (état des sections) showing the names 
of owners of the parcels at the time the map was made with the rental 
value of each parcel, and by an index of owners (matrice cadastrale), 
which is kept up to date. 

The law of March 29, 1914, sanctioned the valuations of 1909-12 
and laid down the principle that these valuations would be kept up 
to date through a continual process of revision, taking the communes 
successively in such a manner that the lands in any one commune 
would be revalued every 20 years and the buildings every 10 years. 
This plan was not carried out because of the intervention of the 
World War. The change in the level of rental values because of the 
inflation of the franc following the war was so great that a revaluation 
could not be made equitably in this manner, for the taxpayers in the 
communes to be revalued last would have too great an advantage 
over those residing where the new values would have become effective 
many years earlier. A general revaluation to be effective throughout 
the country at the same date was called for by the new conditions 
and was authorized in 1924. It was found impracticable to make 
this revaluation in a satisfactory manner in time to meet the fiscal 
requirements, and therefore the old valuations were increased by 75 
percent, and the rate of the tax was raised to 18 percent. Effective 
beginning 1931 the increase in valuation was reduced to 50 percent 
and the rate of the tax reduced to 16 percent. While the current 
(1933) rate of 16 percent appears high in comparison with the rate 
of 4 percent which was in effect in 1914, it is evident that in view of 
the low base, the proportion of actual income taken by the land tax 
is likely to be low. Relative to the annual property tax in the 
United States, it is indeed very low, even including the local land 
taxes (centimes additionnels and taxe vicinale) levied by the Depart- 
ments and communes. 

It has been explained before that these local taxes are levied on an 
obsolete base known as the principal fictif. It is contemplated that 
they will be levied on the basis of the new revaluation now being 
made when that becomes effective. 

101285°—35——29 
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The land taxes are not generally regarded as burdensome to forest 
lands. The chief difficulties have been in connection with the assess- 
ment of the tax base. The forest owners complain that the methods 
used in the valuation now in force made under instructions issued in 
1909 are not entirely fair to forest property, and they are endeavoring 
to get these methods corrected in the revaluation which is now being 
made and which is to be completed in 1935. 

Instructions for the valuation of forest land* require that the aver- 
age income from forest properties should be deduced from their actual 
product i in typical cases by the following method: Each kind of forest 
in a commune should be classified separately, and a scale of rental 
values corresponding to each such classification established. These 
values should be based on representative sales of timber, from which 
the yield in money should be obtained for a given class of forest at 
the end of the usual rotation. This yield should be divided by the 
number of years in the rotation to obtain the gross annual income. 
The costs of maintenance, administration, protection, and restocking 
should be deducted from the gross income to obtain the average net 
income. The result should be increased, when appropriate, by the 
net income from other resources such as resin, bark, and various fruits. 
The practice has been to omit income from resin ‘and bark in deter- 
mining taxable income from the land, but to tax this income under a 
different schedule as agricultural profits (bénéfices de |’exploitation 
agricoles). 

The instructions also provide that neither income from hunting 
rights nor damages caused by game should be considered as affecting 
the taxable value of forests which are under normal management for 
the production of timber crops. Only in the case of forests under 
special management as hunting and pleasure grounds should the 
value of hunting rights be included. The net rental value of hunting 
rights should be determined in accordance with the price at which 
the same or similar rights are leased, with reduction for costs of game 
protection and maintenance and for damages to the crops caused by 
game. 

The above method of valuation is best applicable to s'mple sprout 
or coppice forests (tailles simple) managed on a short rotation for fuel 
wood, a very common type among the private forests of France. It 
is not so well adapted to forests managed in whole or :n part for the 
production of larger trees or high forest (futaie), where longer rota- 
tions are required. The instructioss provide that high forests of 
hardwoods should be valued as if they were simple coppice forests of 
the same species and that forests of resinous species which do not 
sprout should be valued by comparison with other kinds of forests 
wh ch do regenerate by sprouting, taking into consideration the rela- 
tive fertility of the soil. These instructions were so difficult to apply 
in practice that the taxable ncome was ordinarily taken as the actual 
‘come from the forests over the period of the rotation, divided by 
the number of years in the rotation, reduced by the amount of the 
average annual expenses. 

The chief objections to the existing valuation made under the above 
instruciions, aside from the fact that it is now entirely out of date, 

85 Instruction ministerielle de 31 Décembre 1908, art. 26 (245, p. 133). This document was sanctioned by 
the law of Mar. 29, 1914, art. 
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are that the classification was somewhat faulty owing to inadequate 
provision for expert assistance in making it, and that the method dis- 
regards the interest on expenses incurred in advance of income and 
thus penalizes all forests, especially those which are managed on a 
long rotation for large timber, in comparison with types of culture 
which yield annual income. As many of the privately owned forests 
are too smali to handle on an annual sustained-yield basis, this method 
of valuation is especially burdensome to the owners of small tracts of 
woodland used for growing saw timber. 

It is expected that steps will be taken in the valuation now under 
way to meet the above objections. Provis on has been made (241) for 

. advisory commissions in each department, these commissions to 
include forest owners designated by the local chamber of commerce. 
So far the operation of these commissions is not regarded as entirely 
‘atisfactory, partly because of a tendency of the commissions to g ve 
perfunctory approval to the work of the finance administration (244, 
p. 476). An effort is being made to bring about more effective coop- 
eration between the finance officers and the forest owners. So far 
(1933) the valuation work has not gone beyond the point of bringing 
up to date the cadastral maps and classifying the lands. Schedules 
of rental values have not yet been set up. The associations of forest 
owners are pressing for recognition of the periodic character of the 
income from a given parce! of /orest land and the calcu ation of the 
annual income by a method which takes account of compound interest 
on expenses incurred in advance of income. The tax administration 
(administration des contributions directes) has promised to submit a 
bill providing for this method of valuation for the approval of the 
parliament (244, p. 447). 

Certain exemptions are allowed from the land tax in favor of 
reforestation. If a new forest is established by planting or sowing 
on land which has been cleared, an exemption of three-fourths of 
the tax is allowed for the first 30 years. If the forest is established 
in certain specified situations where the public interest in forestry 
is greatest, as on mountain summits or upper slopes or on sand 
dunes, complete exemption is al owed for the first 30 years. These 
exemptions have been nterpreted by the finance ministry to apply 
only to forests established on land which has been cleared and not 
to forests which have been replanted pursuant to the normal regen- 
eration procedure. However, in a recent case (1930) the owner 
has obtained on appeal a court judgment a owing him the exemp- 
tion in the case of replanting with resinous trees after clear cutting, 
but in this case the land had remained idle for severa. years before 
the replant ng was undertaken (239, p. 198). 

Exemption from the land tax is also allowed in respect to prop- 
erty which has been reseeded or replanted to trees after a forest 
fire (art. 9 of the aw of Mar. 26, 1924). The period of the exemp- 
tion is equal to the age of the stand which was burned, except that 
it must not exceed 20 years. This exemption does not apply to a 
forest property which has restocked naturally after a fire, but in 
that case the loss of income on account of the fire may be allowed 
for by remission of the tax pertaining to the burned timber (art. 37 
of the law of Sept. 15, 1807) (238, p. 685). 
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* GENERAL INCOME TAX 

The general income tax (impdét general sur le revenu) does not 
affect forest property specifically, for, as previously explained, it is 
a personal tax and may take a low, moderate, or high proportion 
of the income from a forest according to the circumstances of the 
owner. This tax corresponds to the surtax on ‘ndividua!s under the 
Federal income tax of the United States, except that capital gains 
resulting from saes of properties which have appreciated since 
acquis.tion are not as a rule subject to the French income tax. 

REGISTRATION TAXES AND TRANSFERS 

The taxes which have been most burdensome to forestry in recent 
years—those most complained of by the forest interests—are the 
taxes on transfers of real estate between living persons and on 
inheritances. 

If a forest or part of a forest is sold or transferred as a gift, the 
transfer taxes place a premium on the cutting of the timber. If 
the forest is to be maintained and only the increase cut, it must 
be transferred intact as real estate and a tax must be paid on the 
value of the entire forest at the high rates applicable to real estate 
transfers, at least 12 percent. If, on the other hand, the forest is 
to be destructively cut, the high rate of tax may be paid on the 
and value only, and a relative y low rate on the timber value, since 
the timber in that case can be transferred as personal property 
separately from the land. Therefore, when a forest s put on the 
market, the wood merchant or real estate agent who counts on de- 
stroying the forest has, on account of this d fference in tax rates, 
an initial advantage in the bidding over anyone who is interested in 
acquiring such a forest for the purpose of maintaining it in a pro- 
ductive condition. All that is necessary to obtain this advantage 
is to arrange the transfer so that the purchase of the right to cut 
the timber will appear as a separate transaction from the purchase 
of the and. 

In the case of inheritance taxes there is no distinction between 
real and personal property and therefore no direct premium on 
cutting. However, the hgh rates encourage overcutting or destruc- 
tion of forested estates because of the difficulties experienced by 
the heirs in reaizing the sums with which to pay the inheritance 
taxes. When the heirs are forced to liquidate, they are likely to 
find the high bidders to be the merchants who buy for destructive 
cutting. 

The above-described situation was improved somewhat by a 
recent law (finance law of Apr. 16, 1930, art. 15), which relieved 
forests of three-fourths of the transfer tax on sales and gifts of real 
estate on condition that the purchaser or recipient submit the forest 
or woodland transferred for 30 years to a system of normal opera- 
tion to be determined by decree, subject, in case of infraction, to 
a penalty equal to one and one-half times the reduction in tax. 
The forest service (l’administration des eaux et forets) is charged 
with the enforcement of this condit on, the Government reta ning 
a lien on the property as a guarantee of compiance. This pro- 
vision is far from satisfactory to the private forest owners and has 
been attacked vigorously (235, pp. 473-474; 236, 237). It has been 
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charged that the premium on the destruction of the forest has not 
been entirely removed, because the land value is usually closer to 
one-tenth of the total value than one-fourth, and because many 
owners would hesitate to commit themselves and ther heirs to the 
specified system of operation for 30 years. During that time in- 
heritance taxes or some other unusual charge might have to be met. 
Unless the forest had already been so heavily cut that it could in 
no case yie'd an income within the 30-year period for meeting such 
demands, it might be considered imprudent to assume the required 
ob igation. However, it is now admitted that, partly due to the 
exce lent relations between the forest owners and the personnel 
of the ‘orest service, this provision has been taken advantage of 
more genera ly than was at first anticipated (244, p. 474). 

So far nothing has been done to mitigate the unfortunate effect of 
the heavy inheritance taxes on forest properties. ‘The forest land- 
owners have made a number of proposals, none of which has been 
satisfactory to the ministry of finance, but it is understood that there 
is now (1933) a possibility of agreement. The formation of an 
advisory commission, including representatives of the forest owners, 
to assist in framing such legislation and pursuant regulations is under 
discussion (244, pp. 475-476). 

The forest owners have been placed in a somewhat better situation 
with respect to the registration taxes on transfers by a decision of the 
supreme court (la cour de cassation) issued October 28, 1931, affecting 
the valuation of forests for the purpose of these taxes. The finance 
officers had required a valuation based on the value of the soil plus 
the value of the trees for immediate realization. The court upheld 
the view that the value intended by law is that which is accepted by 
the general opinion, taking into account the nature of the property 
and the normal method of operation. It was not intended, according 
to this decision, that the valuation should contemplate the destructive 
exploitation of the forest or take into account the value to an owner 
for reasons of taste, family pride, personal interest, and the like. The 
appraisal approved by the court was based on the value of the soil 
determined directly by considering the quality of the land and the 
cost of reforestation, plus the value of the trees with full deduction 
of all the costs and expenses which would resuit from the acquisition 
itself, and from either the conservation and administration of the 
property after its acquisition or from its orderly liquidation (242). 

It has been proposed that perpetuation of private forests and 
continuity of management could be assured in spite of the inheritance 
taxes through the incorporation of private holdings in forest-manage- 
ment companies (244, pp. 478-479). Then if an heir had to raise 
money to meet inheritance taxes, he could sell some of his shares in the 
forest-management company without causing abnormal cutting of 
timber or otherwise disrupting the management plans. However, 
the various corporation taxes in France are so heavy that they shut 
off this avenue of escape. The schedular income tax alone would be 
doubled, since this is applied both to the income of the corporation 
and to the dividends paid to the stockholders. The property of such 
a corporation would also be subject to the taxe de mainmorte, a tax 
levied by the National Government on real estate which is held by 
corporations or associations so that it escapes transfer taxes. Since 
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the net income of a forest is not appreciably increased by incorpora- 
tion, forest properties could not bear these additional charges. Con- 
sequently the forest owners are asking that forest-management 
societies whose forests are operated normally in accordance with the 
requirements of the Government forest service be relieved of the 
special taxes which apply to ordinary commercial corporations. 

TAXATION OF PUBLICLY OWNED FORESTS 

The French practice is to subject all publicly owned forests to 
taxation. The Government forests are valued for purposes of the 
land tax (impét foncier) on the same basis as other property. The 
Departments and communes impose upon them the usual supple- 
mentary local taxes (centimes additionnels). The communes also 
impose the taxe vicinale on the Government forests in all cases where 
that tax is used in preference to the taxe des prestations. The 
National Government does not, however, impose its own taxes on its 
own forests. 

The communal forests, similarly, are valued like other property for 
the land tax and are subject both to the tax levied by the National 
Government and to the centimes additionnels of the Departments. 
They are subject also to the taxe de mainmorte. Moreover, in 
contrast with the practice of the National Government, the communes 
impose their own local taxes on their own forests. 

TAXATION OF SAMPLE FORESTS 

It is very difficult to obtain information as to the financial and tax 
situation of private properties in France. However it was found 
possible to obtain fairly complete information in regard to the land 
taxes in four cases, which will serve to illustrate the way the system is 
applied. The first two examples are located in central France and the 
last two in the southwest. Noneof these figures take into account the 
current depression, which has undoubtedly increased greatly the 
weight of taxation relative to income and value. 

PROPERTY NO. 1 

Property no. 1 is a privately owned forest of about 450 hectares 
(1,100 acres) of which 85 percent is in hardwoods, 10 percent in soft- 
woods, chiefly pine, and the remaining 5 percent in waste land, 
swamps, and roads. The stand is chiefly of oak, mixed with ash and 
elm. The hardwoods are managed by the usual coppice-under-stand- 
ards method, and the coppice is cut on a 26-year rotation. 

The average gross annual revenue from the coppice during the 
6-year period, 1925-30, was 168 francs per hectare. The cost of 
operation, with allowance for operating profit, for the above 6 cut- 
tings amounted to 65 francs per hectare. The general costs amounted 
to 58 francs per hectare, of which about three-fourths, or 43 francs, 
were allocated to the coppice, as the standards (larger ‘trees reserved 
for saw timber) are not of great importance in this forest. Thus the 
net annual revenue from the coppice, based on the 6 years’ experience, 
was approximately 60 francs per hectare ($0.95 per acre). This 
income capitalized at 4 percent gives a capital value of 1,500 francs 
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per hectare ($24 per note) This method of valuation would be likely 
to give high results, because during the 6-year period taken as a 
sample the best cutting areas were operated. In the opinion of the 
owner the sale value of the land without the standards would not be 
over 1,000 francs per hectare ($16 per acre). The value of the stand- 
ards cannot be determined directly on the basis of annual cut as the 
growing stock on this forest is being built up, and therefore the large 
trees are not being cut except to remove defective specimens. The 
existing stock of standards is estimated at 2,250 francs per hectare 
($35.70 per acre) making a total value for the forest of 3,750 francs 
per hectare ($59.50 per acre). Table 129 shows the land tax Gmpdét 
foncier), together with the local taxes (centimes additionnels and taxe 
vicinale), which were paid for a 6-year period. The 44 hectares 
recently planted to pine are allowed an exemption of three-fourths of 
the land tax, which makes the total taxes about 300 francs less than 
they would otherwise be. 

TaBLE 129.—Land taxes on property no. 1, 1925-30 ! 

Francs per |} Dollars per 
Year hectare acre 

UF a Ne SP ye So Ns 8. 87 0. 141 
IGG ge AN A 8 A PS pe RIS DS a Le ee Ae La ee a 9. 35 148 
TS Ss SS SOS SESE Se ees Sa Sm eral eee ea NA ep Maas Celene sets os pa ery 14. 84 235 
TS ee SE Dee OSE SOROS SO SOE SS a SECS EES 16. 48 261 
1:9 20 ee ese i i pa MEA RU UNA ee I RR a Ns eae 16. 59 263 
TS RTO) A ese ey a ot ea Re ae SE SLU Cele 16. 88 268 

ETS Greg Re a ree Sa a Td Su 83. 01 1. 316 

PAGS 2 Cee ce a eC a a en re ec a le 13. 84 219 

1 Source of data: Report furnished by owner. 

The average land tax on this property thus amounts to 0.37 percent 
of the estimated value of the forest if the larger figure of 3,750 francs 
per hectare is accepted, or 0.43 percent if the more conservative 
figure of 3,250 francs per hectare is used, the latter being based on a 
valuation of 1 ,000 francs per hectare for the coppice. 

The reader should bear in mind that the income from this forest 
is also taxed under the general income tax, the rates of which are 
progressive. ‘The rates to which the owner of this forest was subject 
in the years in question are not known. Also, in picturing the total 
tax burden, consideration must be given to inheritance taxes, which 
take a heavy toll at irregular intervals. 

PROPERTY NO. 2 

Property no. 2 consists of a forest of 2,600 hectares (6,400 acres). 
Of the total area, 2,400 hectares are in coppice under standards man- 
aged on a rotation of 30 years, so that there is normally available 
about 80 hectares (200 acres) for annual cutting. The other 200 
hectares are waste land and young stands recently reforested. The 
timber cut each year consists both of the coppice and of the suitable 
trees among the standards, which are the larger trees reserved in one 
or more previous cuttings. The annual income from the sale of wood 
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and timber for the 5-year period, 1926-30, averaged 235 francs per 
hectare for the entire forest. The total expenses, including cost of 
felling, transportation, restocking the forest, pruning, maintenance of 
roads and ranger cabins, insurance, and taxes, averaged for the same 
period approximately 65 francs per hectare. Thus the net income 
after taxes averaged for this period approximately 170 francs per 
hectare ($2.70 per acre). Capitalized at 4 percent, the value of the 
property would be 4,250 francs per hectare ($67.50 per acre). 

The direct taxes levied on this property, from 1926 to 1930, con- 
sisting chiefly of land taxes with additional sums for local purposes 
(imp6t foncier and centimes additionnels) were as shown in table 
130. These taxes, averaged for the 5-year period, were 8.3 percent 
of the net annual income before taxes for the period, and 0.36 percent 
of the value. The rate of personal income tax paid by the owner of 
this forest was not ascertained. 

TaBLE 130.— Land taxes on property no. 2, 1926-30! 

Frances per | Dollars per 
Year hectare acre 

1 a a AS ea a een sd en UIE a aa ee Ea SAE a aye ey yl 9. 89 0. 157 
TKO iy Ss Be NOE es Pa a Ae ES Gea ea ge 16. 31 259 
ASS SN as ED SBS ae Si a feet tn USIP UL Eee et A Sea a Ee eta Oe ars a 15. 50 246 
BRO PAS SR EQS eu ING AS ra Ae ee LL mee Sas EE Se a a SO a Ie ec 16. 65 264 
ELS Ce se I I Ceres nl a Se eS Re py a aN at ee 18. 43 292 

EA BY oN 0 an GND gS Un UG ne a lee SU ce eI NE EN Ge 76. 78 1. 218 

YeNON 5) a2 42 ye pg eR Ag LS ee rg AS a eee oe ee ee, 15. 36 244 

1 Source of data: Report furnished by owner. 

PROPERTY NO. 3 

Property no. 3 contains about 5,000 hectares (12,350 acres) and is 
practically all in maritime pine. The market value, as estimated by 
the owner, is between 4,000 and 5,000 francs per hectare ($63.40 and 
$79.30 per acre). This forest is well managed and under normal 
conditions yields a good return. In 1929 it was yielding a current 
net return after taxes of approximately 200 francs per hectare ($3.20 
per acre). Of course both value and return would doubtless be 
materially reduced at present (1933). 

In 1929 the land taxes (imp6t foncier and centimes additionnels) 
amounted to 6.66 francs per hectare. This was at a rate of 3.2 per- 
cent of the net income before taxes, and one-sixth of 1 percent of the 
property value of 4,000 francs. The tax figures for 1927 and 1928 
were not materially different. It seems probable that taxes are not 
now (1933) materially reduced and are therefore taking a greater 
portion of income and of value. 

There is also an additional tax, that on agricultural profits (bénéfices 
de l’exploitation agricole) imposed on the profits arising from the 
utilization of resinous products from pine forests of this type. This 
tax is levied on the owner at his place of residence and was not 
ascertained. 
Upon the death of the owner in 1925 the inheritance taxes on this 

forest amounted to 27 percent of its value. 

ct ts Leeman BE it EASE 
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PROPERTY NO. 4 

Property no. 4 has a total area of 3,000 hectares (7,410 acres), and 
it consists prnecipally of maritime pine. Its market value was 
estimated by the manager from 4,000 to 4,500 francs per hectare 
($63.40 to $71.40 per acre). In 1929 the net income after taxes was 
250 francs per hectare. 

In 1929 the land taxes (amp6t foncier and centimes additionnels) 
amounted to 7.02 francs per hectare. ‘This was at arate of 2.7 percent 
of net income before taxes and of slightly over one-sixth of 1 percent 
on a property value of 4,000 francs. The figures for the years im- 
mediately preceding were approximately the same as for 1929. 

The amount of the tax on agricultural profits (bénéfices de |’exploi- 
tation agricole) was not ascertained. 

EFFECT OF TAXATION ON THE PRACTICE OF FORESTRY 

It is evident that the land taxes levied in France do not constitute 
a serious handicap to forestry in spite of the fact that they are levied 
annuaily and must be paid regardless of the actual income from the 
forest. The reason these taxes are not very burdensome is, (1) that 
the rates are low relative to actual value and income and, (2) that the 
larger forests are so organized and managed as to yield income an- 
nually, while the small wood lots, where income is necessarily periodic, 
are usually owned in connection with farms or other real estate 
yielding annual income. There is a strong probability that the 
revaluation which is expected to become effective after 1935 will in- 
crease somewhat the burden of the land taxes, but this may not be 
the case if the forest owners succeed in their efforts to have it made on 
a favorable basis. 

In spite of the moderate rate of the land taxes, the French Govern- 
ment has recognized the difficulties connected with the establishment 
of new forest plantations by granting special exemptions for the period 
of 30 years in favor of such plantations. These exemptions are 
justified by the lack of current income during this period and the 
public interest in the extension of forestry. The public interest is 
safeguarded by the public control exercised as a condition of the 
exemption. This policy seems consistent with the fact that the 
establishment of new forests by private owners is also favored, under 
certain conditions, by direct Government subsidies. 

The forest-tax problem in France does not center upon the annual 
property tax as in the United States, but on the registration taxes 
imposed when prope ty is transferred. It is the taxes on transfers 
between living persons and those on estates transferred by inheritance 
which in France have threatened private forestry and placed a 
premium on the destruction of forests, particularly of those which 
contain adequate reserves of saw-timber size. This is a recent 
problem, growing out of the heavy eharges imposed on the public 
treasury by the World War. As above noted, some progress has been 
made in improving this situation so far as transfers between living 
persons are concerned, and there is at present (1933) a serious effort 
to change the laws governing inheritance taxes with a view to re- 
moving the danger to conservatively managed private forest estates. 
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GERMANY * 

GOVERNMENTAL AND TAX STRUCTURE 

POLITICAL DIVISIONS 

In order to make clear the German system of taxation it is neces- 
sary to sketch briefly the political structure of the country. Germany 
is a federation of States comprising a total area of 182,000 square miles 
and having a population Gin 1925) of 63,000,000 (264, p. 5). The 
National Government is called the Reich. In 1930 there were 17 
States (Lander), including the 3 Hanseatic cities, which might be 
termed city-states. Of these Prussia is by far the largest, containing 
63 percent of the area and 61 percent of the population. Schaumbureg- 
Lippe, the smallest of the States, has a population of only 48,000 and 
an area of 130 square miles. 

Each State is divided into a number of smaller units. Prussia 
(250, pp. 14-15), for example, is divided into 14 provinces (Provinzen). 
These 14 provinces were (in 1925) subdivided into 35 governmental 
districts (ee cae. Each governmental district is divided 
into districts (Kreise) which, to prevent confusion with the govern- 
mental districts, will be termed “counties” in this report. There are 
534 of such counties in Prussia, of which 415 are rural counties (Land- 
kreise) and 119 city counties (Stadtkreise). In most of the provinces 
the rural counties are further divided into office districts (Amtsbezirke) 
of which there are 6,172. The communal! associations (Gemeinde- 
verbande) are composed of communes which are territorially united. 
This term is sometimes used to mean the total of all grades of govern- 
ment below the State, but is often used coterminously with the county. 

The ultimate territorial divisions are the communes (Gemeinden) 
which may be either towns (Stadtgemeinden or Stadte) or rural 
communes (Landgemeinden). Some of the old feudal properties had 
a particular form of government of their own; these were called estate 
districts (Gutsbezirke). Under the law of December 27, 1927, these 
estate districts in Prussia were for the most part converted to com- 
munes or joined to existing communes, and by January 1, 1929, all 
but 578 had been dissolved. Before this law went into effect the 
numbers of communes and estate districts in Prussia were as follows: 

Aoi Set > LEMS Berk Oe AY Rs SE A 2 ee ee ere 1, 092 
Ruralscommunes. 22s: 4a oe eee ape eu eal he Danes ban ng Se aes Perce 29, 465 
Hstatergistricts. oS cee ON Sk 2c ee Se i DRE Ree ae ee ee ee! 11, 856 

of Dye) ct a Ba Ul ae RN a Gps ea eb RRM Bedi tt ei 42, 413 

THE TAX SYSTEM 

GENERAL (250; 266, pp. 648-655) 

Before the World War there was a characteristic division of the 
sources of taxation between the National Government (Reich) and 
the constituent states (Lander). The National Government ob- 
tained its revenue almost exclusively from indirect taxation under 
the system instituted by Bismarck. The principal sources of revenue 
were the customs duties and a group of excise taxes. The States 
obtained most of their revenue from direct taxation, the principal 

% This study w was made prior to the supremacy of the National Socialist party. The information in this 
section therefore relates to conditions as they were previous to 1933. 
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taxes being the income tax (Einkommensteuer), the property tax 
(Vermoégensteuer), and a system of yield taxes (Ertragsteuern) levied 
upon the yield capacity of land, buildings, business, and capital 
(Grundsteuer, Gebaudesteuer, Gerwerbesteuer, and Kapitalrenten- 

steuer). These Ertragsteuern, though the term is commonly trans- 
lated as “‘yield taxes’’, are not to be confused with the American 
forest-yield taxes. In addition there were frequently certain other 
direct taxes and a number of indirect taxes, fees, duties, etc., al- 
though these latter were usually of minor importance. The National 
Government, just before and during the war, found itself seriously 
hampered by the restriction of its revenue sources to indirect taxation 
and its inability to impose its levies directly upon the wealth and in- 
come of the people. In the political and financial reorganization 
which came with the republican revolution after the war, there was a 
drastic reorganization in the tax structure of the National Govern- 
ment and the States. The income tax, which had been the backbone 
of the tax systems of most of the States, was transferred to the Na- 
tional Government. The tax on the yield from capital (Kapital- 
rentensteuer) was made a part of the income tax. ‘The property tax 
was also taken from the States and given to the Nation. Of their 
former system the States retained only the yield taxes on land, build- 
ings, and business. In order to make up this loss to the States, a 
large portion of the revenue which the National Government receives 
from direct taxes is turned over to the States, which in turn hand 
oyer portions to the communes. These amounts are called transfers 
(Uberweisungen). The national tax system was put in form in a 
series of taxation laws enacted in 1925, and the existing system of 
national taxation therefore dates from that time. The following 
laws were passed on August 10, 1925. 

1. The income tax law (Einkommensteuergesetz). 
2. The corporation tax law (Korperschaftsteuergesetz). 
3. The law concerning property and inheritance tax (Vermégensteuer- und 

Erbschaftsteuergesetz). 
4. The national valuation law (Reichsbewertungsgesetz). 
5. A law modifying the turnover tax (Umsatzsteuergesetz). 
6. A law concerning the financial allotment between the National Government, 

the States, and the communes (Finanzausgleichsgesetz). 

In 1928-29 the National Government revenue from direct and 
indirect taxes was as shown in table 131 (257, p. 106). Here, as else- 
where in this section, values are given in American dollars as well as 
German reichsmarks. The converting factor used is $0.2382, which 
is the 1933 par value of the reichsmark in American gold dollars. 

TaBLE 131.—Revenue of German National Government from direct and indirect 
taxes, 1928-29 

Tax Receipts 

Reichsmarks Dollars 
Direct taxes (Steuer) YooN Se eS te Tae as vee UL eee od 6, 146, 800, 000 1, 464, 200, 000 
Customs and excises (Zolle und Verbrauchsabgaben)___-__------___-_---- 2, 877, 600, 000 685, 400, 000 

AO Ea es Oe 2 epi 2s TE A EN A ILE i ES 9, 024, 400, 000 2, 149, 600, 000 

Of this amount there were allocated to the States and communes 
3,412,500,000 RM (257, p. 362) ($812,900,000), leaving 5,611,900,000 
RM ($1,336,700,000) for the use of the National Government. 



460 MISC. PUBLICATION 218, U. S. DEPT. OF AGRICULTURE 

In 1928-29 the tax incomes of the States, commnues, and other 
local governments, including the allocations from the National Gov- 
ernment, were as given in table 132 (264, p. 461): 

TaBLE 132.—Taz incomes of German State and local governments, including alloca- 
tions from the National Government, 1928-29 

Governmental unit Tax receipts 

Reichsmarks Dollars 
SHALES se es IE Sat AT ER eee RL a ee tari eae a Cee 2, 937, 100, 000 699, 600, 000 
Communes'and other localcunits® = ee ee ee 4, 396, 800, 000 1, 047, 300, 000 
ER ATSCAEICKCIELES Be ee area a rls Spe one ee ee 394, 500, 009 94, 000, 000 

TO Galisisce ee Bre ee eae ed BO ee ES eos 7, 728, 400, 000 1, 840, 900, 000 

The total annual revenue from taxes of all kinds is therefore 
13,340,300,000 RM ($3,177,700,000), which represents a per capita 
tax of about 212 RM ($50). 

NATIONAL GOVERNMENT TAXES 

Table 133 shows the relative importance in point of yield of the 
various taxes of the National Government for 1928-29 (257, pp. 
104-106). 

TABLE 133.—I ncome from tazes levied by the German National Government, 1928-29 

Tax Receipts 

Individual and corporation income tax (Einkommen- und K6rperschaft- | Reichsmarks Dollars 
ESA H{S1D XS) espn pee eg NSRP ER reve Ro ag SN a ee 3, 718, 000, 000 885, 600, 000 

Turnover, or.sales“tax CUmsatzsteuen) ja sees a eee ee ee eee 1, 000, 100, 000 238, 200, 000 
Property tax (VermoOgenstewer) iho ™ ose ees 450, 800, 000 107, 400, 000 
Transportation tax (Beférderungsteuer) _....._-------------------------- 354, 100, 000 84, 400, 000 
Motor-vehicle tax (Kraftfahrzeugsteuer) ____._.._._----_----------------- 181, 400, 000 43, 200, 000 
Land and capital transfer tax (Grunderwerb- und Kapitalverkehrsteuer) - 167, 400, 000 39, 900, 000 
Betting and lottery tax (Rennwett- und Lotteriesteuer) _....-....--.----- 80, 200, 000 19, 100, 000 
Inheritance taxe (irbschaftsteuen) e222. 2 ae tae ees On eee 73, 600, 000 17, 500, 000 
Insurance'tax (Versicherungsteuer) 26 eee eee 59, 300, 000 14, 100, 000 
Taxconvexchange:(Wiechselsteien) i. sees aie a eee ee eee ane 52, 500, 000 12, 500, 000 
Currency depreciation equalization tax on debts (Obligationensteuer) -~_- 9, 400, 000 2, 200, 000 
WUSEOMSIAM GOK CISCS eT Ee DRM ee yp eel pee 2, 877, 600, 000 685, 500, 000 

Be ees NEE Oe Oe ee SERN R Due ee Nee st es Be ee eee 9, 024, 400, 000 2, 149, 600, 000 

It will be recalled that the National Government does not have the 
use of all this revenue. Of the total revenue from the individual and 
corporation income tax, 75 percent goes to the States and com- 
munes. From the turnover tax, 30 percent must be transferred to the 
States and communes. The land-transfer tax (Grunderwerbsteuer) 
exclusive of the tax on transfers of other property than land (Kapital- 
verkehrsteuer), goes exclusively to the States except for 4 percent, 
which is withheld by the National Government to cover the costs of 
administration. This is also the case with the motor-vehicle tax and 
with the betting tax; 96 percent of the yield from these taxes goes to 
the States. Some of the excise taxes, which do not appear in the fore- 
going list, are also distributed to the States; 96 percent of the mineral- 
water tax (Mineralwassersteuer) and 16% percent of the beer tax 

i he ceils wie ae 
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(Biersteuer) go to the States. The remainder of the taxes is retained 
by the National Government (260, pp. 11-24). 

Statrt Taxrs 

The kinds of taxes used by the individual States vary greatly from 
State to State. In Prussia, for example, the receipts from the various 
kinds of taxes for 1928 are shown in table 134 (250, p. 308). 

TABLE 134.—I ncome from taxes levied by Prussia, 1928 

Tax Receipts 

ai Reichsmarks Dollars 
Share in National Government taxes (Uberweisungen) -___-___-_-_--- 1, 840, 700, 000 438, 400, 000 
Currency deflation equalization tax on improved real estate (Hauszins- 

oder Gebiudeentschuldungsteuer) -....-._-------------.--------------- 937, 000, G00 223, 200, 000 
Manditax (Grundvermogenstevenr) =o. se a ee a 220, 000, 000 52, 400, 000 
Stampa (Stemipelsteves) sea = eee a= sae eee ane ane 25, 000, 000 6, 000, 600 
Tax on transient business (Wandergewerbesteuer)_-.......-...---------- 4, 700, 000 1, 100, 000 

TN Ge ete nc tren BRD PON EO ol 3, 027, 400, 000 721, 100, 000 

The State of Bavaria in 1925-26 received its tax revenues from the 
sources shown in table 135 (262, p. 265). 

TABLE 135.—I ncome from taxes levied by Bavaria, 1925-26 

Tax Receipts 

Share in National Government taxes (including the stamp tax, which is | Reichsmarks Dollars 
AT eaywil © ceaDo sy ts FS Gea Ge) ea aa aa abe crn A a De 194, 600, 000 46, 400, 000 

Currency deflation equalization tax on improved real estate__-_-.---------- 86, 100, 000 20, 500, 000 
Businessitaxa(Gewervesteuen) eae eee see ee eee eee 21, 000, 000 5, 000, 000 
Tax on land and buildings (Grund-und Gebéudesteuer) -___...-----.---- 15, 500, 000 3, 700, 000 

otal te eae eee Neca oe ee he Ne ne ee eae 317, 200, 000 75, 600, 000 

It will be noted from the above that the States receive a great deal 
of their revenues from the National Government in the form of trans- 
fers (Uberweisungen). The next most important source in Prussia 
and Bavaria is the currency deflation equalization tax on improved 
real estate. The land and house taxes have a prominent place in 
the Prussian budget, and stamp and business taxes a relatively minor 
place. In Bavaria the business tax is more important than the land 
and house taxes. 

CoMMUNAL TAXES 

The communes and other local units as well as the States receive 
some of their revenues from the National Government taxes. They 
also levy additional rates (Zuschlage or Umlagen) on the State land, 
house, and business taxes. These additional rates are levied directly 
on the State taxes rather than on the assessed values. ‘The provinces 
and governmental districts are supported entirely by these transfers 
and additional rates. The counties (Kreise) may levy additional 
taxes, like the hunting tax (Jagdsteuer). The individual communes 
may also levy additional taxes, like amusement taxes (Vergniigung- 
steuern), beverage taxes (Getrankesteuern), dog taxes (Hundesteuern). 
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An example of communal taxation is given in table 136, which 
shows the sources of taxes for the rural county (Landkreis) of Brieg, 
in Prussia, for 1930 (249, p. 20): 

TaBLE 136.—IJncome from ta:ces levied by Brieg, Prussia, 1930 

Tax Receipts 

Reichsmarks Dollars 
Land and industry taxes (Grund- und Gewerbesteuern)_______.___-.--..---..- 398, 000 94, 800 
Mand-transfer taxa (Grund erwerStewen) a ee 55, 000 13, 100 
Share ineNation alG Overmwve wb wey K CS se oe se 41, 6C0 9, 900 
Dogataxi(Hindesteen) ss Se Se Niles as ee ek ev De ee 10, 200 2, 400 
En tineataxd acdStewen) je = ae secession uate enous eens eee pets Psa ae Sane Lee ee ee 8, 000 1, 900 
Alcohol licenses (Schankerlaubnissteuer) - =< 22—2=_22=-2-2-- 22-=----2--- 22s 2, 000 500 
ATTIVISEIME NG LAXAGVET TUT AUT TA SCC ULE TS) Pete cece ripe en 1, 500 400 
Valuescinerementstaxa (WiGGUZ Vy 8 Cl SUT CT) es esr ee = ee 1, C00 200 

PAS Gea 2p Fe aa TE NRE cee ee rs ete ete 517, 300 123, 200 

THE ECONOMIC IMPORTANCE OF FORESTS 

Before the war (1913) the German forests comprised 35.1 million 
acres. Asa result of the Treaty of Versailles they have been reduced 
in 1927 to 31.4 million acres, being now about 27 percent of the total 
land area. 

The ownership of forests in Germany as of 1927 is shown in table 137. 

TABLE 137.—Area of German forests by ownership, 19271 

Type of ownership Forest area 

Public forests: 1,000 hectares |\1,000 acres| Percent 
INationaliforestsi@keichsforsten) as eee 32 81 0.3 
SLatestorestsn Amd erfOrsben) wee ee eee eee eee eee ere ee 4, 090 10, 104 32.3 
Communal forests (Gemeindeforsten)____-._._-_______---__------- 1, 966 4, 856 TERE 
State share forests (Staatsanteilsforsten)__....---_------__-------- ) 23 =k 

CAB 9 a ce Cae AT APP eg RS ce ER a si OY ES 6, 097 15, 064 48, 2 

Quasi-public forests: 
Institution forests (Stiftungsforsten) ___..___._.___---_.-__--.---.- 205 506 1.6 
Cooperative forests (Genossenschaftsforsten)_.__.____-___--------- 300 741 2.4 

AB 2 FoR Oa RAs ie MN SP SO a ae ce Ue De Se ee 505 1, 247 4.0 

Private forests: (erivatiorsten) sao0 see ee ee ee een ee 6, 052 14, 952 47.8 

Ro tales tok SOs A Cees ORE OLE SS EV ECS AN oy Pe: ee Bek 12, 654 31, 263 100. 0 

1 Source of data: From (263, pp. 10-11). 

From the above it may be stated that roughly half of the German 
forests are publicly owned and the other half privately owned. 

The age classes in the public forests are approximately equal up to 
80 years of age. There is a deficiency in age classes above 80 years, 
although there is a larger percentage of these age classes in the public 
than in the private forests. The private forests have an overabund- 
ance of age classes up to 40 years and a great deficiency of the older 
age classes (251, pp. 30-31). 

The yield from the German forests in 1926-27 is given in table 138. 
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TaBLeE 138.—Yield of wood products from German forests, 1926-27 } 

Kind of product Yield 

eee 

Thousand | Million cubic 
Timber (Nutzderbholz): cubic meters feet Percent 

Hardwoods: (mab olz) sees eee nek he ae EN es 3, 364. 8 118. 8 6.8 
Softwoods7@Nadelinolz) iss Slee ies ee We Wa eM Seabee Dil erode 761.8 43, 4 

EL RYO 2 LS POR PSUR NE TS a ek 24, 936. 3 880. 6 50. 2 

Firewood (Brennderbholz): 
le peGhyOOGls) (QUE nD) NO) VA) aes ees yt ee Ce aa 8, 221.8 290. 3 16.6 
Softwoodsi(Nadelinolz)) {9 Pa 2 ER RL apa Pad ae 9, 027. 0 318. 8 18. 2 

KADY OY ere Lees aya dD Na EYER eared uv dae ep A A LN oe 17, 248. 8 - 609. 1 34.8 

Root and fagot wood: (Stock- und Reisholz)-...-------.-_-------_- Ry 7, 457. 9 263. 4 15.0 

To bel tiie sous Ge Sur Mea a AES se lt Aa at 49, 643. 0 1, 753. 1 100. 0 

1 Source of data: From (263, pp. 10-11). 

TAXES THAT AFFECT FOREST PROPERTY 

PROPERTY TAX 

The most important of this class of taxes in Germany is the national 
property tax (Vermégensteuer). This is a property tax levied by the 
National Government on the value of all real and personal property 
after deduction of debts. ‘The property of all individuals and cor- 
porations is subject to this tax, with the exception of that belonging 
to certain bodies, of which the most important are State banks; 
undertakings of the National Government, States, or communes; 
savings banks within certain limitations; land cooperative societies: 
and charitable and professional associations. 

The assessed values for this tax are determined by means of a uni- 
form procedure prescribed in 1925 by the National Government. The 
values derived by this procedure are called uniform values (Kin- 
heitswerte). This system, though very complex, particularly in the 
ease of forest property, is extremely interesting and will be treated 
at some length in a later part of this section. This uniform assess- 
ment is not only used for the national property tax, but it is now 
obligatory for the land and house taxes of the various States. For 
the national property tax, a certain exempt minimum and certain 
deductions for dependents are allowed. The property of a husband 
and wife is assessed as one property. 

The rates of the property tax are progressive and amounted on the 
total value of the property to the following in 1925: 

Reichsmarks Dollars Percent 

FRO OL OLO eS aKa [5 0K (ay ep ie ate 2380 VENT CULT GLE Tames meh Seem soy Narciso 0. 20 
LOS OOS (0) 0; Oe ee ae ne ee ee ee Py ated tay O64 Oar ty US MR ISON EG) NO pt LP 30 
ZOO O=SOSO OO wee = ea ae Sh Le SL BLE oa La Jah YoY O SUD WS) OK SL DU a NS eas ae eT 40 
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However, property the income from which is subject to taxation 
by the States and communes may not be taxed by the National Gov- 
ernment at a rate higher than 0.5 percent of the taxable value (253, 
pp. 2-18). 

STATE LAND TAXES 

The land and house tax (Grundsteuer), in some States separated 
into land tax (Grundsteuer) and house tax (Haussteuer or Gebaude- 
steuer), is levied by the States (Linder), communes (Gemeinden), 
and communal associations (Gemeindeverbande) and is by far the 
most important State or communal tax from the point of view of 
farm and forest owners. The land tax is a very ancient tax (247, 
p. 65), though it has been brought up to date in some of the States, 
and its administration varies from State to State. 

In the administration of this tax two systems of assessment have 
been in use. The ultimate use in all States of the uniform value 
(Einheitswert) of the National Government valuation has been pre- 
scribed. The old method of assessment was by means of the cadastre. 
This method was in effect in most of the States when this study was 
made. 

These cadastres were very detailed appraisals intended to be effec- 
tive over a long period. In Bavaria, for instance, the cadastre which 
was in force as late as 1931 was made during the period from 1818 to 
1840. The cadastre gives a separate value for each parcel of land, 
each building, and each kind of personal property. The total assessed 
value of any property is the sum of its constituent parts. This system 
is described in greater detail at a later point. In none of the States 
is any deduction allowed for debts from the land and house taxes. 

As stated above, the communes and communal associations levy 
additional rates (Zuschlage) on the State land taxes. 

INCOME TAXES 

The national income tax (Einkommensteuer)*’ is a progressive tax 
on the incomes of natural persons. Its rates are graduated from 10 
percent on the first 8,000 Reichsmarks ($1,906) of taxable income to 
40 percent on that part of the taxable income in excess of 80,000 
Reichsmarks ($19,060). There is an exempt minimum of 1,300 
Reichsmarks ($310), and certain deductions for dependents are 
allowed. Deductions are also allowed for insurance premiums, edu- 
cation, cost of traveling from home to place of buisness, and, in 
special cases, business losses or unusual responsibilities. 

The determination of taxable income in case of ordinary forest 
properties which yield a regular annual income presents no special 
difficulties. The practice is to reduce the gross income from sale of 
products and other resources during the tax year by the current 
expenses of the same period, including costs of regeneration and 
management. In such properties there is no depletion of capital, 
since the fellings are offset by growth and regeneration. 

In connection with determination of income when there are ex- 
traordinary cuttings or in the case of very small forests which are cut 
irregularly, special problems have arisen. It was the practice prior 
to 1930 to disapprove the inventory method (or deduction of deple- 

37 ia tax law (Einkommensteuergesetz) of Aug. 10, 1925, with amendments through 1929 (246, pp. 
217-271). 
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tion) in determining income from extraordinary cuttings. Therefore 
such cuttings, by bringing so much income into a single tax year, 
might cause hardship through the effect of the progressive rates. 
This hardship was mitigated by allowing the income from extraor- 
dinary cuttings to be treated for calculation of the tax as a separate 
income, but without benefit of the ordinary exemptions for family, 
etc., except to the extent that these exemptions might exceed the 
ordinary i income. This provision lightened the burden of the progres- 
sive tax by reducing the amount of income in the higher brackets. 
Income from salvage operations (so-called ‘‘calamity fellings’’) was 
given a similar favor, and in addition the tax on this part of the total 
Income was calculated at one-half the regular rates. Salvage opera- 
tions are those which occur as a result of damage by accident or 
disease, as, for example, by ice, snow, insects, windfall, or fire. Such 
operations are placed in a special category on the theory that, al- 
though they may increase current income, they involve an ultimate 
loss to the taxpayer. 

The above method of treating income from extraordinary fellings 
was upset by the National Finance Court in a decision dated Decem- 
ber 11, 1929, which established the principles that the amount of 
taxable gain for extraordinary fellings may be determined by the 
inventory method, which is equivalent to granting a depletion allow- 
ance, and that capitalization of expenses above ordinary current 
expenses is admissible. This decision, together with a number of 
others of similar tenor which were handed down a little later, left 
unsettled numerous questions affecting the calculation of income from 
forest properties by the inventory or depletion method. 

To avoid the administrative difficulties involved in carrying out the 
principles laid down by these decisions, the minister of finance, with 
the approval of the Reichsrat, issued a regulation (258) dated Novem- 
ber 16, 1930, under a provision of the general tax law * which gives 
the minister of finance broad authority to eliminate or reduce taxes in 
special cases. This regulation (sec. 2) authorizes the taxpayer to 
request the application of lower than normal rates to income from 
extraordinary cuttings, namely, 10 to 15 percent if, considering the 
forest alone, gross income does not exceed expenses by more than 
30,000 Reichsmarks ($7,150) and 15 to 20 percent if gross income 
exceeds expenses by more than 30,000 Reichsmarks. In the case of 
salvage operations, one-half of the foregoing rates may be applied. 
If the taxpayer chooses to take advantage of this regulation, he is 
debarred from claiming the benefit of the inventory method or allow- 
ance of depletion. Thus, while the income tax law has been construed 
to permit the deduction of depletion allowances from income derived 
from extraordinary cuttings, in practice such deductions are not 
ordinarily claimed, since a more attractive alternative method of 
determining the tax is allowed. 

The same regulation contains a provision (sec. 3) designed to pre- 
vent hardship in the case of farm wood lots and other small properties 
which are cut intermittently and for which no regular books of account 
are kept. Insuch cases, if the forest area does not exceed 150 hectares 
(370 acres), the taxable income from an extraordinary cutting may be 
determined by considering 40 percent of the gross income as deductible 

38 Reichsabgabeordnunung vom 13. Dezember 1919, sec. 108, abs. 2 (246, p. $3). 
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in place of the actual cost of production. The owner is also given the 
benefit of the reduced tax rates provided for in section 2 of the same 
regulation. This provision also applies only to those cases where the 
right to use the inventory method is not claimed. 

It was also the practice, prior to 1930, to regard gains from sales of 
agricultural or forest property as exempt from income tax. This 
practice opened the door to tax avoidance on the part of large land- 
owners. A certain number of such owners adopted the plan of not 
cutting or selling timber or other products in the ordinary way, but 
of selling the ground on which such timber stood. In this way the 
product of a forest could be disposed of without realizing any taxable 
gain. This practice also was upset by a decision of ‘the National 
Finance Court dated December 4, 1929, which held that gains from 
sales of agricultural or forest property were subject to income tax 
under the same rules that apply to sales of other business properties. 
This decision appeared to impose undue hardships on agricultural and 
forest owners and to raise troublesome administrative questions in 
connnection with determining the amount of the gain from sales, 
The regulation of the Minister of Finance dated November 16, 1930, 
previously mentioned, was also directed at this situation. It provides 
(sec. 1) that the gain from sales of agricultural or forest property sold 
prior to July 1, 1935, is subject to income tax only to the extent that 
the property sold had been acquired after December 31, 1924. In 
such cases, the basis for calculating the gain is comparison between 
the selling price and the cost. In computing the gain, it is necessary 
to allocate for separate treatment such part as may be attributed 
to the land or soil, since that part is exempt from income tax. There 
is also an additional exemption of 10,000 Reichsmarks ($2,380) if 
an entire property is sold and a proportionate part of 10,000 Reichs- 
marks if only a part of a property is involved. To prevent tax 
avoidance by means of land transfers, this regulation also provides 
that, if the property sold contains a disproportionate quantity of 
mature timber or other materials, the gain is calculated as if these 
had been sold separate from the land and is taxed in the same manner 
as gain from sales of other business properties. This part of the recu- 
lation is not limited to properties acquired since December 31, 1924. 

The tax on the yield from capital (Kapitalertragsteuer, formerly 
called Kapitalrentensteuer) is a part of the national income tax 
collected at the source. Since January 1931, it has not been in force | 
with respect to the income from securities with fixed interest rates 
such as bonds, though still in force with respect to shares of stock. 
The taxpayer claims the benefit of the tax so withheld as a deduction 
from the income tax on his entire income. ‘There is an income tax 
on salaries (Lohnabzug) which is also collected at the source. 

The corporation tax (Korperschaftsteuer) is collateral with the 
national income tax, and is levied on the profits of corporations. The 
rate of this tax is 20 percent, except that certain corporations with a 
capital not exceeding 50,000RM pay on a graduated scale of from 10 
to 30 percent on successive income brackets, but never more than 20 
percent of the total taxable income (159, p. 94). 

The net yield of the personal and corporation income taxes is re- 
tained by the National Government to the extent of only 25 percent, 
the remainder being distributed to the States. Each State distributes 
at least 50 percent ‘of its share to the communes. 
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OTHER TAXES 

TURN-OVER TAX 

The turn-over or sales tax (Umsatzsteuer) is levied under the law 
of May 8, 1926 (254) and applies to the gross receipts irom the sale 
of goods or services. The rate in 1926 was 0.75 percent but in April 
1930, it was changed to from 0.85 percent for small enterprises to 1.35 
percent for enterprises with gross incomes of more than 1,000,000RM 
($238,000) (246, pp. 367-368). It 1s a very productive tax, as 
has been shown above. It yields more revenue than any other tax 
except the income tax and more than twice as much as the property 
tax. The tax is very inclusive and only certain specified types of 
transactions, most of which are taxed under some other law, areexempt. 

The burden of the turn-over tax on forest enterprises should not be 
heavy. In forest management the turn-over of capital is very slow 
-and therefore the ratio of the tax to net income is lower than in most 
enterprises. At the 1930 rate (0.85 percent for small enterprises) 
the tax would not represent more than 1 to 2 percent on net income for 
most forest enterprises, which is a small amount compared with the 
income tax. 

RENTENBANK INTEREST TAx 

A tax which was of considerable importance to forest owners be- 
tween 1924 and 1930 is the Rentenbank interest tax (Rentenbank- 
zinsen). ‘This tax was imposed by the law of August 30, 1924, the 
purpose of which was to redeem and put to an end the Rentenmark. 
It placed a mortgage (Grundschuld) for this purpose on all land. 
The mortgage amounted to 5 percent of the value. This value was 
determined by a valuation (Wehrbeitragswert) made for the whole 
country in 1913 in connection with the special armaments tax 
(Wehrbeitrag). The annual charge (Zinsen) on this mortgage is 
5 percent. For example,if a property were valued at 100,000RM 
($23,800), the mortgage would be 5,000RM ($1,190) and the Renten- 
bank interest tax would be 250RM ($59.50). This tax has not been 
paid since April 1930, having been temporarily suspended. 

INHERITANCE Tax 

The national inheritance and gift tax (Erbschaftsteuer) 1s a gradu- 
ated tax, the rate of which, based on the value of the entire property 
transferred, rises from 2 to 60 percent (1925-33). Five classes accord- 
ing to the personal relation of the beneficiary to the testator or donor 
and 22 classes according to the value of the estate are recognized. 
There are certain exempt minima. ‘The basis of valuation is the na- 
tional uniform value (EKinheitswert) of the assessment immediately 
preceding the time of tax liability. If this value has changed more 
than one-tenth or more than 20,000RM ($4,760) in the intervening 
time, a revaluation is made (252, pp. 820- 329). 

LAND-TRANSFER Tax 

The tax on the transfer of landed property (Grunderwerbsteuer) is 
levied at the time of the sale of property and is payable in equal parts 
by the purchaser and the seller. ‘The national tax rate is 3 percent 
of the market value of the property, and the States and communes 
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may levy an aggregate additional rate (Zuschlag) of 2 percent 
(260, p. 21). The proceeds of the national tax, after deduction of 4 
percent for cost of administration, also go to the States and communes. 
The tax applies to transfers of all landed properties with the exception 
of transfers which are liable to the inheritance and gift tax, transfers 
within a family, certain formal transfers which are transfers only in 
name, and transfers which serve certain charitable ends. The Na- 
tional Government, States, communes, and educational, charitable, 
religious, and public insurance institutions are exempt. Transactions 
are also exempt if the market value does not exceed 50RM ($11.90). 
The rate of the tax is increased by 2 percent if within 3 years from the 
sale a portion of the property forming an integral part thereof is 
resold with the obvious end in view of disintegrating wholly or in 
part an economic unit of property for purposes of speculative gain 
(255). 

CHURCH TAXES 

Taxes in support of churches (Kirchensteuern) are compulsory and, 
although the rates are fixed, within certain legal limitations, by the 
churches themselves, the taxes are collected by the Government. 
The taxes are paid either to the Evangelical Church or to the Catholic 
Church, according to the professed faith of the taxpayer. The 
church taxes are levied as additional rates on the national income 
tax. In addition, some States levy additional church rates on the 
national property tax and on the land tax, house tax, and business 
tax. In Prussia the churches may also levy a poll tax (Kopfsteuer). 
In Bavaria a differentiation is made between the additional rates of 
the local churches levied by the local parish and the additional rates 
of the State church. The latter in recent years have amounted to 
4 percent for the Catholic Church and to 5 percent for the Evan- 
gelical Church. The additional rates for the local churches vary 
according to the requirements of the parishes. In the rural parishes 
rates are applied up to 15 percent, but in general the rates range from 
6 to 10 percent (265, pp. 201-205). 

THE VALUATION OF FORESTS FOR TAX PURPOSES 

INTRODUCTION 

One of the most important problems of forest taxation is the 
assessment; that is, the valuation of forests for tax purposes. For 
this reason, the methods of valuation used in Germany will be studied 
in some detail in order that these methods may be compared with the 
practice in the United States. 

The capital valuation of forest property is required both for the 
national property tax (Reichsvermégensteuer) and for the land tax 
(Grundsteuer) as a substitute for the old cadastre. The valuation 
for national taxes is known as the uniform value (Hinheitswert) for 
the reason that this valuation has been prescribed as obligatory in all 
the States of Germany as a uniform basis for all taxes levied on prop- 
erty values, including the land tax. The uniform value is also used 
as the basis for the national inheritance and gift tax (Erbschaftsteuer). 
Prior to 1925, the time of the first appraisal under the uniform-value 
plan, the only national tax valuation of property for all the States 
was that introduced in 1913 for the purpose of the so-called ‘‘defense 
tax’? and known as the defense-tax value (Wehrbeitragswert). The 

oe eee ete na ee er 

| 
} 



FOREST TAXATION IN THE UNITED STATES 469 

methods of establishing the old valuations, upon which most of the 
State taxes were until recent!y based, vary in the different States, and 
little information as to these methods is available. Although now 
(1933) obsolete, the methods which were used in obtaining valuations 
for the land tax in two large States, Prussia and Bavaria, may be of 
interest. 

VALUATIONS FOR THE LAND TAX 

In Bavaria the valuation for the land tax was an appraisal of the 
annual possible revenue or gross yie d.rom stumpage. ‘This appraisal 
was made during the period 1818-40 and the work was done in great 
detail, at a total cost of 70 million marks (17 million dollars). Each 
parcel was numbered on a cadastral map, and its yield in wood or 
other products was determined. The yield was multiplied by an 
average unit value to obtain the gross yield for the parcel. In the case 
of forests this annual value was the same regardless of the age or con- 
dition of the stand and was intended to represent the productivity of 
the soil. 

In Prussia the land tax was based on a valuation of comparatively 
recent date. This va uation, as ascertained in the supplementary tax 
assessment of 1917-19, was calculated on the basis of the net yield 
which the property might earn under sustained-yield management, 
capitalized at 4 percent. Corrections to remove inequalities caused 
by the inflation period were made as of February 1, 1927. 

THE UNIFORM ASSESSMENT (EINHEITSWERT) 

GENERAL 

The uniform assessment, prescribed in all the States for national 
taxes and ultimately for local taxes, was first made in 1925, again in 
1928, and was repeated with further refinements in 1931. This 3-year 
interval was made necessary by the rapid changes in the general level 
of values which have taken place in recent years. It is expected that 
when normality is restored a revaluation will be made not oftener than 
every 6 years. 

The principle of valuation as applied to forest lands for the purposes 
of uniform assessment is that the value shall be based on the actual 
net money income realizable under sustained-yield management from 
the property following the common and ordinary bus ness practices, 
this income to be capitalized at a proper interest rate to be fixed from 
time to time by the minister of finance. The capitalization factor 
thus far used is 18, making the assumed rate of interest 5.556 percent. 
An elaborate procedure has been evolved for the purpose of securing 
uniformity in the application of this valuation throughout Germany. 

The law contemplates that all farm and forest property valuations 
shall be made by comparison with standard valuations of properties 
carefully selected in each State tax district (Landesfinanzamtsbezirk) 
and valued by the council as sample of good, medium, and poor prop- 
erties in that district. There are 26 such districts, and in general 
their boundaries are the State lines, except that some of the larger 
States are divided into two or more districts. This plan works well 
for the appraisal of farms, but the factors entering into the valuation 
of forest properties are so complicated and variable that the compar- 
ison method has not been found entirely practicable. Nevertheless 
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the sample forests are selected and valued, but more as a check on the 
general range of values and for the development of suitable methods 
and valuation instructions rather than as an absolute guide to indi- 
vidual valuations. In fact the law and instructions governing the 
1931 valuation make it clear that the assessed value of an irregular 
forest containing old timber may be outside of the range fixed by the 
sample properties. 

The responsibility for the general direction and supervision of the 
entire valuation of properties rests in a national valuation council 
(Reichsbewertungsbeirat). On this council there are experts in pub- 
lic finance, agriculture, and forestry. The section dealing with forest 
properties ‘includes six foresters. It determines the value of the above- 
mentioned sample properties, and its findings have the force of law. 
There are similarly constituted committees with advisory functions to 
assist the tax officials in the 26 State finance districts (Landesfinanz- 
amtsbezirken); these committees value the large and important 
forests. The smaller individual properties and farm wood lots in each 
local tax district (Finanzamtsbezirk) are valued by a local land valua- 
tion committee (Grundwert-Ausschuss). There are about 16 to 20 
local districts to each State finance district. The recommendations 
of the State district committees and local committees do not have the 
force of law, though in practice they are followed. Forest-land owners 
are represented on these committees, and their technical work, so far 
as it relates to forest properties, is done by foresters. 

The following description of the methods of determining the uniform 
value is based principally on instructions issued by the minister of 
finance (259) in circulars dated August 3 and August 6, 1931, and on 
a published article by an official who was concerned with the de- 
velopment of these methods (261, p. 649). 

NorMAL ForESTS wiTH WORKING PLANS 

In the case of normal sustained-yield forests or of forests approxi- 
mating such normality, the procedure is to determine first the average 
annual yield per hectare in cubic meters of solid wood (Derbholz; 
wood more than 7 cm or 2.76 inches in diameter at the small end). 
This figure is obtained in the case of large forests directly from data 
in the working plan, and it will ordinarily be the same as the annual 
cut provided for in the plan. It may be checked against the actual 
cutting records, going back as far as 1909 if possible, and against the 
yield indicated by yield tables, after allowing for loss in felling and 
correcting for density if necessary. Thus the working plan figure 
may be modified to express more exactly the average “annual yield 
which would be realized on a sustained yield basis. 

The second step is to determine the average stumpage value per 
cubic meter of wood for the products of the particular forest. Since 
the quantity of wood is determined on the basis of the marketable 
solid material or Derbholz only, the value of the accompanying fag- 
gots is included in the unit value of the solid wood. Ordinarily this 
unit value may be determined from the average price actually received 
over a period of years. For the 1928 valuation, the fiscal years 
1924-25 to 1926- 27 were used. The basis for average stumpage 
values in the 1931 valuations was average prices for the fiscal years 
1925-26 to 1929-30, with a deduction of 15 percent in view of the 
poor market since 1930. The data for average selling prices of wood 
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are readily available in the accounts of the larger forests, though some 
adjustments may be necessary in case the sales in the basic years 
differ from the normal in proportion of different products. 

If proper accounts are lacking, or if the prices shown by the accounts 
are abnormal so that they are not applicable, a different method of 
obtaining the unit stumpage value of the wood must be used. The 
prices of the major product (Richtsortiment) for the common species 
in the different regions of Germany are well known or easily ascer- 
tainable. If the ratio of the stumpage price of all the marketable 
solid wood to the stumpage price of the major product were known, 
the price of the major product could be used to establish the desired 
value per cubic meter of the solid wood. ‘These ratios vary with the 
region, species, site quality class, and length of rotation. Such ratios 
for most of the State finance districts were furnished in appendix 4 of 
the above-mentioned circular of August 6, 1931, for use in the 1931 
valuation. This appendix consists of a table showing, by district, 
tree species, site quality class, and length of rotation, the ratios of 
prices per cubic meter of solid wood to prices of the corresponding 
major product. The unit values of solid wood obtained by applying 
these ratios to prices of the major product include the value of the 
incidental faggots. In case of exceptional conditions, judgment may be 
used to modify the result. The only common species not given in this 
table is oak, which is so variable as to marketable products that it must 
be made the object of a special price study in each locality where it is 
important. The circular of August 6, 1931, includes suggestions as 
to the procedure which should be followed to determine similar ratios 
for the State finance districts not included in appendix 4. 

The third step is to determine the net yield in money of the forest 
which is being assessed. The gross yield is obtained by multiplying 
the yield in wood by the average stumpage value. In order to arrive 
at net yield, it is also necessary to determine the average annual cost 
of management. The law requires that this cost be governed not by 
the actual figures for the individual forest concerned, which might be 
influenced greatly by the desires and purposes of the owner, but 
by the common business practice of the region. Thus the costs of 
management in typical forests in each of the five broad forest regions 
of Germany have been taken as the basis. The figures have been 
obtained from the investigations of the valuation council with respect 
to sample properties and from studies made by the State forest 
services. It was found that the costs could be related to gross yield, 
though naturally they are a much greater part of gross yield in the 
case of low-yield than of high-yield properties. This relationship was 
smoothed off by curves, from which tables were made showing the 
corresponding costs for different amounts of gross yield. For exam- 
ple, according to tables prepared in connection with the 1931 valua- 
tion, the cost of management in east and north Germany absorbed 
81.5 percent of a gross yield of 10RM per hectare (96 cents per acre), 
65 percent of a gross yield of 30RM, and 46.6 percent of a gross yield 
of 80RM per hectare ($2.90 and $7.70 per acre, respectively). The 
cost as taken from these tables is subtracted from the gross yield to 
give the net annual yield. 

Finally, the assessment value of the forest is found by multiplying 
the net annual yield by 18, as previously indicated. The work of cal- 
culation for each separate assessment is obviated by the use of tables 
based directly on the gross yield, showing for a wide range of gross 
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yields the corresponding management costs, net yields, and assessment 
values. Such tables are available in appendix 1 of the circular of 
August 6, 1931, for each of the five forest regions. 

IRREGULAR Forests Wi1TH WoRKING PLANS 

In the case of forests with an irregular distribution of age classes, 
the procedure is not quite so simple. It involves the appraisal of 
each age class in accordance with its relation to a stand similar in 
site quality, species, market conditions, and length of rotation, but 
with a normal distribution of age classes. The first step, then, is 
to determine the value of a normal forest in the same region that 
resembles in these respects the forest being valued. If there is a 
sufficiently similar forest in the district to serve as a basis of valua- — 
tion, this forest is used for the purpose. Otherwise the yield of an 
imaginary forest must be calculated from yield tables, with suitable 
deductions to allow for loss in cutting and for the difference between 
the ideal and actual practice. Care is taken to apply to the average 
yield in wood, prices which correctly reflect the values of the grades 
which would be realized in a normal forest rather than the values of 
grades actually realized in the irregular forest, which might be either 
much higher or much lower. Having the gross yield in money of 
the corresponding normal forest, the assessment value per hectare 
of such a forest is determined as previously indicated. 

The next step is to determine what part of the value of the similar 
normal forest is represented by the age classes present in the actual 
forest which is to be assessed. ‘This step is accomplished by using a 
set of tables which shows the relative value of each age class. This 
set of tables is made on the theory that the total yield value of a 
normal sustained-yield forest may be allocated to the age classes 
into which it is divided in proportion to the relative market value 
of each. ‘The values of the single-age classes are added together to 
give a total, and the value of each age class calculated as a percentage 
of the whole. 

For the purpose of establishing the market value, each age class 
beginning with 40 years in the normal forest is valued according to 
the sale price of the timber plus the value of bare land. The value 
of the forest in age classes younger than 40 years is calculated from 
the market value at 40 years (Ag) by Glaser’s formula: 

Ag—C °9 

Ais Tag7 ya +C, 

in which A, is the value at a given age, 7, and C is the initial cost of 
planting or of establishing the stand (248, p. 93). The results 
obtained from this formula are checked and corrected by considera- 
tion of sales prices. How bare-land value is obtained is not explained 
in the official documents, but it is understood to be based in part on 
sales data, assuming that the difference between the selling price of 
a forest and the value of the timber which it contains equals the 
bare-land value. 

For the 1931 assessment, tables have been prepared showing value 
relationships of the age classes for each of the common species: 
Oak, beech, elm, plains spruce, mountain spruce, fir, and pine. 
These are published as appendix 3 of the circular of August 6. 19st 
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Down the side of these tables is the age of the stand by 5-year classes. 
Across the top there is first a division into three site classes, good, 
medium, and poor, each of which is further subdivided into the 
rotation periods, covering the usual range peculiar to each species 
and site class. Thus, for a stand of any of these species, one may 
read opposite its age ‘and under the proper site quality and length 
of rotation the ratio in percent of the value of that particular stand 
to the average assessment value of a similar sustained-yield forest. 
The ratio of the value of bare land to the value of a sustained-yield 
forest of the type to which it is presumably destined is also shown 
in these tables. 

The final step in appraising irregular forests is to sum up the 
values of each age class, thus determining the total assessment. 

Forests WirHout WoRKING PLANS 

In the previous discussion of appraisal methods, the availability 
of the information in regard to a forest ordinarily contained in a 
working plan has been assumed. However, 89 percent of all private 
forests, comprising 43 percent of the privately owned forest-land 
area, is in properties of less than 100 hectares, mostly farm wood 
lots (251, pp. 84-89). As a rule there are no working plans for such 
woodlands. If a forest materially in excess of 100 hectares (247 
acres) is without a working plan, it is contemplated that there will 
be an expert examination for the purpose of obtaining the necessary 
information. Itis not practicable to provide for such expert examina- 
tion for the small forests. These are therefore valued on certain 
general assumptions, which are reasonably accurate in a majority of 
cases. Ordinarily the species and age are not difficult to ascertain 
from the owner, even in the case of a small wood lot. The site 
quality class and density of stocking are less generally known, and 
in the absence of specific information on these subjects a middle 
site quality class and a density of 0.7 is assumed. Exceptional 
cases are likely to be known by local experts who can be consulted 
by the local finance offices. The calculations for these forests are 
ereatly simplified by tables which are prepared for the purpose by 
the valuation council for most of the State finance districts. Such 
tables for the 1931 valuation are attached to the circular of August 3, 
1931, issued by the minister of finance. They give directly the 
assessment value per hectare of forest of each species in the region 
according to age classes at 10-year intervals. There are values for 
each species and age class for the 2 or 3 different site quality classes 
recognized, but uniform rotations consistent with the usual prac- 
tice in each region, a density of 0.7, and normal wood prices are 
assumed. The wood prices are averages realized on the State 
forests for the period 1925-26 to 1929-30, less 15 percent. For 
business costs, the figures derived for normal forests with working 
plans are used. It is recognized that because of delivery in small 
quantities, inferior selling experience, lower quality and less skillful 
preparation of timber, the prices received by farmers and other 
small owners are cenerally lower than those realized by the State 
forest administration and large private owners. On the other hand, 
wood used on the farm has at least the value which the large owner 
could realize, and the cost of administering the small wood lots is 
less. Lacking trustworthy data for small forests, these differences 
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are assumed to offset each other, and the figures of the tables, though 
based on results obtained with large forests, are applied to small 
properties without correction except to allow for exceptional con- 
ditions. Arbitrary application of the tabular values is not con- 
templated, but local investigations of growth and price relationships 
are expected to show what modifications may be necessary. 

The instructions call attention to the necessity of giving special 
consideration to forests in mountainous situations, of unusual densi- 
ties, and in process of conversion from coppice to high forest, so that 
due allowances may be made in each case. 

RESULTS 

The above-described assessment procedure has been attacked by 
individual foresters on various grounds. The most common criticisms 
appear to be that it promotes use of arbitrary figures based on yield 
tables and general averages as against actual results reflecting the 
individual circumstances of particular properties, and that the 
method of appraising irregular forests is unsound and gives too high 
results for young stands. Alternative methods of appraising young 

stands have been proposed, including use of the expectation-value 
formula, which would give much lower assessments with an interest 
rate of 5.556 percent (the capitalization rate now in use) and would 
give about the same assessments with an interest rate of between 2 
and 3 percent. It has also been charged that errors are frequently 
involved in the method of valuing mixed stands by treating them as 
equivalent to groups of pure stands of the same aggregate areas, 
especially if the mixture contains a protective understory. The plan 
of basing average price of the total wood products on the price of the 
principal product has been called a source of error, especially in the 
case of small forests with a much lower proportion of saw timber in 
the product than is the case with the large forests which supplied the 
data for the valuation council’s ratios. The 1928 assessment of a 
certain large forest was said to have been placed too high because the 
yield in wood, since it included small material from beech thinnings, 
contained an unusually high proportion of low grades and therefore 
had an average value less than the normal figure used in the appraisal, 
as this figure was based on the average price of a normal assortment 
of sizes. Whatever foundation there may be for the various criticisms 
which have been made, it is evident that in spite of the very great 
effort to evolve a fair and worl <able plan of valuation, the results 
thus far attained cannot be said to give entire satisfaction. Further 
improvement may be looked for, but it is doubtless very difficult to 
obtain uniformly accurate forest appraisals at the low cost required 
for assessment purposes. 

TAXATION OF PUBLICLY OWNED FORESTS 

It was difficult to obtain precise information as to the liability to 
taxation of publicly owned forests in Germany. The practice generally 
seems to be very complicated and the laws themselves are not c.ear 
in all cases. 

The forests of the National Government, States, and communes 
are apparent y exempted by law from the property tax and the land- 
transfer tax of the National Government. There appear to be excep- 
tions to this rule in practice, for the forest belonging to the city of 
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Nauen pays the property tax of the National Government, as will 
be shown at a later point. Public forests are not specifically exempted 
from the income and corporation tax, nor from the turn-over tax, nor 
{rom the Rentenbank interest taxes. 

The forests of the National Government, States, and communes 
which are used principally for public purposes are exempted from the 
State and and house taxes, and the States can order such exemption 
in the case of all State and communal forests (256, pp. 532-533). 

Forests belonging to the National Government and the States 
are liable to the communal additional land and house tax rates, but 
the communes do not usually collect these taxes from their own for- 
ests. Forests belonging to the National Government, States, and 
communes are lable to the county (Kreis) and district (Bezirk) 
additional land and house tax rates. 

TAXATION OF SAMPLE PROPERTIES 

Tax data were obtained for various forest properties in different 
sections of Germany for the purpose of illustrating the operation of 
the tax system and of comparing tax burdens of the German forests 
with those of other European countries and part cularly with those 
in the United States. Detailed income and expense accounts were 
available, which made possible the calculation of net income with 
which to compare taxes. The income data for these forests were 
obtained for only 1 year, but an effort was made to select a recent 
year in which forest income appeared to be about normal. 

PROPERTY NO. 1 

This example is taken from a publication of the Vereinegung der 
Deutschen Bauernvereine (265 pp. 230-233). Each successive step 
in the calculation of the various taxes is carried through for this one 
example to illustrate the procedure. 

This property is a farm and wood lot located in Westphalia. The 
farmer is married and has 3 grown and 2 minor children. The total 
area of the property is 46.5 hectares (115 acres), of which 30 hectares 
are used for agriculture and 16.5 hectares for forestry. The taxes 
borne by this property during the fisca year 1927-28 were computed 
in the following manner, all values being in reichsmarks, except in 
the summation: 

National Government taxes: 
1. Income tax: 

Income: Reichsmarks 

Income from agricultural land_.__-____-___ 7, 500 
Income from forest, after deduction of costs 

of administration, and protection (Wer- 
DUM GSIOSECID) operate Wy loa svsncRURST NIG MC seth lla ie ei) 1, 800 

Rental value of residence__.-____.-___-_-__- 400 

Reichsmarks 
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National Government taxes—Continued. 
1. Income tax—Continued. 

Deductions: 
‘Paxsfreeuncomelt- tit. 7 hs. tien See eae 
Personal exemption for wife and 2 minor 

Reichsmarks 

720 

ChilGre nse 2 ee re le te OE id as ae le 809 Reichsmarks 

FD tenia es ee a Ee Ie a Ae YS EAA Cs 1, 529 

Net taxable incomes 252-0 = ee eee 2 Oo! 
‘Dhistis roundediaiistose ss ee eee eee ee 2, 560 
Applying tax rate (10 percent) to net taxable income____-_- 256 
Deductioni.2: Gres yiiey oat is ven EE ue ee eee 12 

IN&:trOn aan COMe tak oO Nere even rete ness ae eneeee ae 244 
2. Turnover tax == 

Gross sales of agricultural products_____-___._2-222_.--=_- 13, 200. 00 
Gross‘sales of forest products: = 22 y= eee ee ee 2, 580. 00 

ol Woy Fr: Coase eee eA Meee OME es O Ree rears ase ee Vand eT Se ne 15, 780. 00 

Turnover tax’ (Os/5) percent OF Ua. (o0) = eee eee 118. 35 
3. Property tax: . 

Assessed value of agricultural property__.________-_ 
Assessed value of forest property: 

et 45, 900. 00 

Reichsmarks 

10-year old pine stand (6.5 ha.)___________- 812. 50 
30-year old pine stand (5.0 ha.)______----_- 950. 00 
50-year old spruce stand (5.0 ha.)__-.__--_- 5, 090. 00 

gh B07 es an deh a Taegu ea a a lel ch 6, 852. 50 

This is rounded: Off tOs2 ls ee ee eee 6, 800. 00 

Total assessed value (Einheitswert) _____...._____-- 52, 700. 00 
TSS: debts a5 see ee AE ap CA ae 18, 000. 00 

Net. taxable valtie: Ss ss iho = ook i a ee ena Se 34, 700. 00 
Property tax i(0:4 percent, of 34 (00) = es ee ee 138. 80 

4. Rentenbank interest tax: 
Special armaments valuation (Wehrbeitragswert) _________- 61, 400. 00 
5 percent mortgage (Grundschuld) on this_________-_____- 3, 070. 00 
Rentenbank interest tax (5 percent interest on mortgage) -- 153. 50 

State land tax: 
Assessed value (Ergaénzungssteuerwert) -....._____---_-------- 66, 300. 00 

Monthly tax: 
‘ Reichsmarks 

0.01 percent of first 10,000_._____-____.___- 1. 00 
0.015"percent of next 30,000]. 4. 50 
0.02 percent of remaining 26,300________-_-- 5. 26 

otal -monthlywland tax: 522 952 2 ee eee 10. 76 
Totaleannual State land: tax2c | se ee eee 129. 12 
‘This"is rounded! off to...) 5 5a en Se epee 129. 00 

Communal tax: 
200 percent (Zuschlag) of the State land tax (129)__________--- 258. 00 

Church tax: 
10° percentzof the income tax (244). 2.22 hese pele Deane 24. 40 
5epercens.of.the state land tax (129). 3. eee eee 6. 45 

‘Rotaleehunely taxa soe 20 hee, Ds 30. 85 
Summary of taxes: 

Lisa cCay 2 aE aCe ee Oe SoS: See ae 244.00 RM ($58. 12) 
BRODERGy boxe rae Sm a ones 2 et eels tee Oe ee 138. 80 RM ($33. 06) 
sUITNOMerguax etre owe re ak 7 ok oe ee 118. 35 RM ($28. 19) 
Rentenhbank interest tax-o so. eo 2 ee ee 153. 50 RM ($36. 56) 
Shei bemlene Chane saat iin Eee al ie es See Se 129.00 RM ($30. 73) 
@omimmptaltaxe sees a de a) 2 Sg eh ee Bae) 258. 00 RM ($61. 46) 
Church epee ee ee a eee ee 30. 85 RM ($7. 35) 

. 50 RM ($255. 47) 
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The taxes therefore amount to 23.10RM per hectare ($2.20 per 
acre). 

For the purpose of comparing the tax burden in Germany with that 
of other countries it is desirable that the income tax be not considered 
since it is a personal tax on the owner rather than on the property. 
The turnover tax varies with the amount of income and is usually 
not included among taxes on property. The Rentenbank interest 
tax should also be omitted because of its temporary nature. When 
these three taxes are not considered, the taxes on this property amount 
to 556.65RM ($132.60), or 12 RM per hectare ($1.20 per acre). 

The net income, before taxes, during the year in question amounted 
to 4,470RM ($1, 065); therefore the taxes corresponding to the 
American property tax (here and in other similar analyses, excluding 
the income tax, turnover tax, and Rentenbank interest tax) repre- 
sented 12 percent of the net income. These taxes were 1.1 percent of 
the official uniform value of 52,700RM ($12,600). These figures 
represent the actual experience of only one property in a single year, 
and together with similar figures which are given later afford only a 
very rough basis for comparison with taxes in other countries. 

PROPERTY NO. 2 

The data for property no. 2 and the following five examples of 
forest taxation were collected in Germany through agents employed 
for that purpose. 

This is a property of 11,400 hectares (28,200 acres) located in 
southern Germany. Of this total area, 10,800 hectares (26,700 acres) 
are in forest and 600 hectares (1,500 acres) are in agricultural land. 
The agricultural areas are for the most part leased. 

Conifers, consisting of spruce and fir, occupy 72 percent of the 
forest area, and hardwoods, mostly beech, occupy 28 percent. 

The rotation is established at 100 years. 
The condition of the age classes shows a considerable surplus in the 

higher age classes and a deficiency in the intermediate and younger 
age classes. 

The forest is in very good condition. The market offers no diffi- 
culty under normal economic conditions. 

The cut according to the management plan amounts to a total of 
60,000 m? of Derbholz*® annually; that is, 5.6 m? per hectare (about 
80 cubic feet per acre). This cut is to be considered as normal. Of 
this amount, two-thirds is utilized as timber and one-third as firewood. 

The taxes on this property in 1928-29 consisted of the following: 

Tae ONa Smt xeon aiken Ien Tk oe eud Ud ER 2 My ays 26, 300 RM ($6, 300) 
JEAROY OVEN EAA Ss Wa a Sa cs EE Se em ee EN, Oe PRM OY 44, 600 RM ($10, 600) 
sRhurmoverataxcam ares rie Seen Sore SE eran Ode 13, 300 RM ($3, 20v) 
IRentenbankeimbteresti vax 2 ee LN OR ay ae 27, 000 RM ($6, 400) 
Siavewamdabaxweyneey Mii Er fit) a ear es 29, 000 RM ($6, 900) 
Commamnalt taxa ont el es Bn i 28 as pa art 87, 300 RM ($20, 800) 
GG nperre ligt acca Nae en YE ELE yg ps DU I a Od 5, 500 RM ($1, 300) 

Rota s eee Wehr ak SRE OR RE ES A 232, 900 RM ($55, 500) 

Based on the total area of the property the taxes were a little over 
20RM per hectare ($2 per acre). 
When the income tax, turnover tax, and Rentenbank interest tax 

are not considered, the taxes on this property amount to 166,300RM, 

39 Wood more than 7 cm (2.76 inches) in diameter at the small end. 
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or 15RM per hectare ($39,600, or $1.40 per acre) on the forest area. 
The net income, before taxes, for the fiscal year August 1, 1928, 

to July 31, 1929, amounted to 468,200RM (about $111,500); therefore 
the taxes which are comparable with the American property tax 
represented about 36 percent of this net income. These taxes 
amounted to about 1.4 percent of the official uniform value of 11,800,- 
000ORM ($2,810,000). 

PROPERTY NO. 3 

Property no. 3 is situated partly in Hessen and partly in Baden 
and consists of 3,100 hectares (7,660 acres), of which 2,950 hectares 
(7,290 acres) are in forest. The property is a protection forest, so 
that the rotations are fixed by State law. Theoretically, they are as 
follows: Beech, 140 years; pine, 100 years; and spruce, 70 years. In 
practice some ‘older stands are present, owing to lack of market at 
this time for the products. The system of silviculture in use is high 
forest. The distribution of age classes in beech is fairly good, but in 
spruce there is an excess of the. younger age classes. In the year 1929, 
the cut from the forest was equal to that called for by the working plan. 
; ae taxes for the calendar year 1929 on this property were as 
ollows: 

IG aVcray aaYsih 22%, qapielnnl ee lite ee AUER acai me apm er pale ATLL US ALE Nan NR Ul 5, 290 RM ($1,260) 
Property italy: Bits vey OnE aT By ae UC Se A 27, 270 RM ($6,496) 
ASUETO VER sCaix Speer t Beale See Oo NT ey yy A MR LOE gs eae age 5, 000 RM ($1,191) 
Rentenbamlatimberest) tein wyiien sea Uwe. Bi iis ime Lhe sees eal 13, 218 RM ($3,149) 
StatevlancdianG InOuse wean epee el sea aaa a mene sn minQu ia paye 24,190 RM ($5,762) 
Statethunting Gan 2 Ala Canin hn AL eee Rs AL OTE 997 RM ($237) 
Comimutral yh aixce  e9  P EE O aae D Me Bn EAN pe 50, 607 RM ($12,055) 
Cuaron ae Poteet aad lal eee RY eR oe a 4,400 RM ($1,048) 

AD re Me ON ened et) Maiyah) of lS ge ta cher hg dl yd 130, 972 RM ($31,198) 

Omitting the income tax, turnover tax, and the Rentenbank interest 
tax, the taxes were 107,500RM ($25,600), or 36RM per hectare ($3.50 
per acre) on the forest area. 

The average net income, before taxes, for the 4 years from 1925 to 
1928 was approximately 208,000RM ($49,500). The taxes corre- 
sponding to the American property tax therefore represented 52 
percent of the net income, and 1.7 percent of the officially established 
assessed value of 6,312,000RM ($1,504,000). 

PROPERTY NO. 4 

Property no. 4 is located in Wiirttemberg, and it consists of 2,600 
hectares (6,400 acres), of which 2,075 hectares (5,180 acres) are in 
forest. The rest consists of agricultural parcels (meadows and 
fields) and some vineyards. The vineyards are managed by the 
owner, as are 120 hectares (300 acres) of agricultural land (poultry 
farm); 400 hectares (990 acres) o’ agricultural land are leased. 

The forest is 70 percent stocked with conifers (spruce and pine) 
and 30 percent with hardwoods (beech and oak). 

The rotation is established at 100 years. 
The age classes are approximately normal; in the higher age classes 

there exists a slight deficiency, in the intermediate classes a small excess. 
The forest is in good condition. Market conditions are favorable. 

Of the annual cut, two-thirds are used as timber and one-third as 
firewood. 

The cut according to the management plan was 7,500 m® (264,900 
cu. ft.), or 3.6 m® per hectare (51.6 cu. ft. per acre). The actual cut 

6 aaa hee aS 

Se Sr ES 
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during the last 5 years was somewhat higher than normal; it fluctu- 
ated between 7,500 and 9,000 m?* (265,000 to 318,000 cu. ‘ft.). 

The taxes paid on the forest property during the fiscal year from 
Ju y 1, 1929, to June 30, 1930, were as follows: 
Ve aiCoV oa. aY ee rpz)p. cial ge INES DVN a SARS ER UD oN gg a Be 25, 155 RM ($5,992) 
HB NifOy OVSY STC EZYp kay MMe ea gi ge UWL nue Me AN AY apy ae a AUS 7, 884 RM ($1,878) 
GURUUTEIN ONC Ta XP a ew aN da LS I ee a a ee bar 1, 425 RM ($339) 
Renbembom Kia Genestuce kes Quaint Dm im oie hh Ea 1,903 RM ($453) 
Upawanes ire NaN GS ately ced NEI AA BSA ON CREA SA 2k RU Ie a A 14, 393 RM ($3,428) 
Stateyanedacommnumall sas toe eee se alt a 16, 706 RM ($3,980) 
OPO M ECL, ED psc 2 PAI ht A NR Sl ly gi a ON Uy 721 RM ($172) 

SIR Gree eee ie rek de Say Ser 8 Ae MAU GRE od RE Mg RR STU 68, 187 RM ($16,242) 

If the income tax, turnover tax, Rentenbank interest tax, and, of 
course, the inheritance tax are omitted, the taxes amount to 25,300RM 
($6, 030), or 12RM per hectare 0 forest land ($1.18 per acre). 
The net income before taxes during the fiscal year 1929-30 was 

81,023RM ($19,300). The burden of these taxes on the property 
therefore amounted to about 31 percent of the net income. They 
were 1.6 percent of the official assessed value of 1,577,000RM 
($375,600). 

PROPERTY NO. 5 

Property no. 5 lies for the most part in southern Bavaria, with a 
small part in Wirttemberg. It comprises 9 estates and several other 
properties which, with the exception of several leased areas, are 
operated by the owner himself. The total area is about 10 ,000 
hectares (25,000 acres), of which 7,900 hectares (19,500 acres) are in 
forest. On each of 3 of the estates is located a brewery, the taxes on 
which are not considered in the following calculation of the tax burden 
on the land. 

The taxes on the entire property, including the breweries, were as 
follows during the calendar year 1925: 

ItGormervancnmmy ipa Uae teh LEE, MEO ES ON 112, 368 RM ($26, 766) 
jE 105] OYEY ELBA HES ae gO eas oS I 0 es ae i 96, 548 RM ($22, 998) 
TONSA OV Ee eS ll a hg ll ee a al UN RGN a 43,676 RM ($10, 404) 
Rentenbankiimiterest ax. 0) Ok IN LEN i aseNN Ch 32,630 RM ($7, 772) 
Rent interest tax) (Mietzinssteuer) 2252. Si 11,514 RM ($2, 743) 
Home construction tax (Wohnungsbausteuer)_______~- 8,478 RM ($2, 019) 
Stobemandiamdiwhouse,taxeuee We uk oo yl 16,673 RM ($3, 972) 
Bawa ara scauem im Cus tiny, it Axes typ yy ey yk NON as ee 584 RM ($139) 
( DeSean ay MN HN eee rch A SUT CLONED SD MSO ge LA 31, 240 RM ($7, 441) 
Camel Arex cae ENE GE UE CN a EP 28, 617 RM ($6, Geely) | 

UIC oy SEE) Up MLN aN ee GN LO OSA NG 382, 328 RM ($91, 071) 

The following are the taxes, exclusive of the income tax, turnover 
tax, and Rentenbank interest tax, which were levied on the nonin- 
dustrial portion of the property: 

1 ESIOH GLEN CLEA Y AEE Gash yng cei RUG A BRI a i ae 88,913 RM ($21, 179) 
PE ee Ta fs PUT GOT pas EM Wp oe ae AN apd A ol a tk Oe 11,514 RM ($2, 748) 
LOAN E KE OMS UT Cl CO Tat Bixee eth aaa ce ee ls WH AP et 8,478 RM ($2, 019) 
SFE EY ONG (21g 008 NOU STSD. 1972 ces ah LP HAR AST a Le 16,6738 RM ($3, 972) 
© ranma nad baie eb leak eA pl Na ie ak Wn a oy 29,695 RM ($7, 073) 
@ uum ny Geax Seep tae ele aa aL ai 13, 722 RM ($3, 269) 

ANC tif Lips ai aN a os et i au a Ral LG Sa 168, 995 RM ($40, 255) 

These taxes on the nonindustrial portion of the property were 
17RM per hectare ($1.60 per acre). 
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The net income before taxes of the nonindustrial portion of the 
property for the fiscal year 1924-25 was 239,800RM ($57,100). The 
above taxes are therefore 70 percent of the netincome. They amount 
to 1.4 percent of the value of the nonindustrial portion of the property, 
established at 11,855,000RM ($2,824,000) for purposes of taxation. 

It should be pointed out that, while the above figures exclude the 
industrial portions of the property, they nevertheless include quite a 
large amount of agricultural land which could not be segregated. 

PROPERTY NO. 6 

Property no. 6 is situated in Saxony. Its area is 975 hectares (2,400 
acres), practically all of which is in forest. The forest area is princi- 
pally in Scotch pine, which covers 88 percent. Spruce covers 7 percent 
of the area, and hardwoods and blanks the remaining 5 per cent. 

The rotation is fixed at 90 years. A sustained annual yield of 
2,430 m® (85,815 cubic feet), or 2.5 m® per hectare (35.8 cubic feet per 
acre) has been fixed. The age classes are fairly evenly distributed. 

The taxes during the fiscal year 1928-29 were as follows: 

ADUTMONER AG ACE SoS a6 ye ee Cann ae, leprae Aaa 440 RM _ ($105) 
NDE: 01.0 Wf rr: qemeree laine a Ba Ne pa Uae Was.) ce feet) Set Sea ce ea 2,310 RM ($550) 
ROUSE Shaan atcha ca SONGS AE a Ee eS Wicca ween an er 221 RM ($53) 
BD) Oi ax 2a eos an Sp ee se see eee 1S Ee a ash ioe 54 RM _ ($18) 
Rentenbankanterest taxa p5. jee see ee ee ee 1,500 RM ($357) 
RUE GLI GX ks ceo ee ee ep ere Mg a I oe 601 RM ($143) 
Churcht¥andischool*taxes 62 2. ae eyo ees PE 290 RM _ ($69) 

Potale gd was AE gla cea pls Le eR CU ON i apap 5,416 RM ($1, 290) 

Without considering the turnover tax and the Rentenbank interest 
tax, the taxes were 3,476RM ($828), or 4RM per hectare ($0.35 per 
acre). 

The net income from this property during the fiscal year 1928-29 
was 8,350RM ($1,990), and the taxes represented 42 percent of this 
income. They were 0.9 percent of the officially established assessed 
value of about 384,500RM ($91,600). 

PROPERTY NO.7 

Property no. 7 is a forest belonging to the city of Nauen in the 
vicinity of Berlin. It consists of an area of 1,221 hectares (3,017 acres) 
devoted exclusively to forestry. 

The taxes paid on this forest in 1930 are as follows: 

VTC ONTO Ee se ey a ela a 5,674 RM ($1, 352) 
BODE LY Aba. aes ee ee ee eye Se ee ee 1,992 RM ($474) 
AUTEM O VER: Gaiice te ko Fle Sah PU uly he at al ee 691 RM ($165) 
Sbaperlanclitaxce Srey hex pant ia Wc ee Ose fea anes ee 2,816 RM ($671) 
IFEASUNa Ging ew eae SA US ec rely ce a ee 68 RM ($16) 
TEN ex ee A Se a 2 se 24 RM ($6) 
Salanyacaxa(ohnsummensteuen)ia2 8 22 eee 507 RM ($121) 
Spr TTA ULAR RN PC Oa ae as SE I RT pe 9,011 RM ($2, 146) 
hin. lait a ree oS at ae I a ne 567 RM ($185) 

TR COS EGET ASSN 2172 AN ot Wet ye NA 1h fy) 21,350RM ($5, 086) 

If the income tax and turnover tax are not considered, the taxes 
were 15,000RM ($3,570), or 12RM per hectare ($1.20 per acre). 

The net income before taxes in 1930, presumably abnormally low, 
was 10,500RM ($2,500). The taxes were therefore 143 percent of the 
net income for that year. They amounted to 1.3 percent of the 
officially established assessed value of 1,173,000RM ($279,400). 



ees 

FOREST TAXATION IN THE UNITED STATES 481 

PURE FOREST PROPERTIES IN 11 STATES 

The Reichsverband Deutscher Waldbesitzeverbinde (union of 
forest owners’ associations) has collected tax data from samples of 
pure forest properties in 11 States. The aggregate data from these 
properties are given here to show the average tax burden on a sample 
of German forests. The total area of these properties is 147,000 
petal (363,000 acres). The taxes for the year 1929-30 were as 
follows: 

JEAN OMT EY ES ea Rt eal ee ocr 399, 839 RM ($95, 241) 
Property taxe.ss- pee Be Si 2 il Ag AR BLO BL Me i A 444, 963 RM ($105, 990) 
SLING ST OWONN YSIS: ae RIN ag AE ey ln 103, 684 RM ($24, 698) 
Rentenhbankwimterest, taxsl Jeo eee eae 126, 565 RM ($30, 148) 
inert ee eG axe syle ss sug Nie le Be ey 40, 675 RM ($9, 689) 
paAveglamGetand 2h Tee c Maes el ee en aes Nk 466, 248 RM ($111, 060) 
House interest tax (Hauszinssteuer)____________-- 24, 022 RM (S85, 722) 
RRUIMAG INR aXe ye 8 Sr ee ee peg AN a Sg 31, 023 RM ($7, 390) 
VDE YeR EES eS SAR SES MR SI AEE al Rs 725 RM ($173) 
© conan nana ea a eine as Oh i Seal hal a geen Le al 445, 224 RM ($106, 052) 
COVETED a UE ah ata! EI ORE Sad i ley ea oO ga Cae 48, 384 RM ($11, 525) 
Roadeandsbrid ge construction taxeere sane ose 60, 035 RM ($14, 300) 
SCHOO AEE isan SAIC UPL O Fier cyek te. aR ees Plena 13, 673 RM ($3, 257) 
Drainage tax) @Deichlacten)2 02g Per ee a 4,459 RM (§$1, 062) 

‘TIOGA BI nO gl Sb 2, 209, 519 RM ($526, 307) 

If the income tax, turnover tax, Rentenbank interest tax, and 
inheritance tax are not considered, the taxes for all of these properties 
a 1,539,000RM ($366,600), or 10.5RM per hectare ($1.01 per 
acre). 

The net income from these properties was 3,053,000RM ($727,200) 
before taxes were paid. The portion taken by taxes was therefore 
50 percent. ‘The taxes amounted to 1.5 percent of the total assessed 
value of these properties, 101,873,000RM ($24,266,000). 

FARM-FOREsT PROPERTIES IN 10 STATES 

The Reichsverband Deutscher Waldbesitzeverbande also collected 
tax data from samples of farm-forest properties in 10 States. The 
total forest area of these properties was 141,200 hectares (348,800 
acres). The fol owing taxes were paid on the forest portions of the 
properties: 

WiC OMIM CR Caeser ee ey eae ree lee ye alee cee 390, 812 RM ($98, 092) 
Bropenty, tax ou. see soe ha ce ra ah LR A Tle ea ae hee 307, 051 RM ($73, 140) 
AUTEN Viera Caen ee) Sal eras Vy ee Ty SUR sets Coens ced pen 77, 947 RM ($18, 567) 
Rentenbamkrmberestetas se: eye a aoe ek 99, 519 RM ($22, 705) 
GMS TAG AICCCR Kia) er aerate aN Cai lo ki i eae 261, 232 RM ($62, 226) 
Stacewlal Ge tage eens ae Dee at aati rae e ane 373, 914 RM ($89, 066) 
iHlousenmberests tax. se 2 ao Besa Phieg te ee ys gi 23, 219 RM ($5, 531) 
LSUOUON OER (ez eyes Meee Wack ee Uke MNS ee Pale RoR ke 6 agape 12, 759 RM (53, 039) 
HD ah etme Ney ie iar LeMay NG cea Epa SaNG: erage 1,057 RM ($252) 
(Oxo rOoNe INAS H UN Hel lly fy Mc hy INE OR In ook pa baa gigs Be 387, 755 RM ($92, 363) 
nui Chie eens EN MAGE RUN Stal rt et 0d, 54g ed SM ae 34, 725 RM ($8, 271) 
Road and bridge construction) tax. 222-222. 2228. 25, 350 RM ($6, 038) 
AS LaWaY 6) ILE Feely: <2, 3.1 OY a IM rata pois ae a Ea MeN AAD cert 91, 404 RM ($5, 098) 

PUN Gea Leama veins teh Reta tee teats Peg ag ES Pe best AP 2, 016, 744 RM ($480, 388) 

If the income tax, turnover tax, Rentenbank interest tax, and 
inheritance tax are eliminated, the taxes become 1,187,000RM 
($282,700), or 8.4RM per hectare ($0.81 per acre). 

101285°—35——-31 
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The net income from these properties was 2,430,000RM ($578,800) 
before taxes were paid. The portion of income taken by taxes was 
therefore 49 percent. The taxes amounted to 1.3 percent of the total 
assessed value, 92,012,000 RM ($21,917,000). 

PROPERTY NO. 8 

For purposes of comparison, several examples are given of the 
taxation of agricultural properties (265 pp. 225-285). This first 
property is located in Silesia and consists of 120 hectares (300 acres). 

The following taxes were paid during the fiscal year 1927-28: 

Trvcomme bens Fe Co 222055 SUV ek ase i a Rae ite. DW i een 780 RM ($186) 
SPUTNOVST CA Ke Oye ls re SCA OURS FIR SDEE Sal Marne IL ana Aca Mcs Aen eens 315 RM ($75) 
Property: taxes sac2 G2 Mas eae eee tek ed int lie aat nh Aer ep meme ee 428 RM ($102) 
Rentenbank interest taxco fume sy eee eee Rai eee 392 RM ($93) 
SS Gale errrcls ext yet at rae Site Uneaten las he ee re 456 RM ($109) 
@ommmnum alta xe oi aN a a ee cei ec il 821 RM ($196) 
Church taxa fie ota Ge pee oes eee ae aaa en ene ean 81 RM ($19) 

ovis) hark hea aay EM le ape et Meee eens Sa a ee a 3, 273 RM ($780) 

If the income tax, turnover tax, and Rentenbank interest tax are 
omitted, the taxes amount to 1,786 RM ($426), or 15 RM per hectare 
($1.40 per acre). 
The net income before taxes amounted to 12,800 RM ($3,050). 

The taxes were therefore 14 percent of the net income. "They 
amounted to 1.3 percent of the officially established assessed value of 
135,000 RM ($32,200). 

PROPERTY NO. 9 

No. 9 is a farm property of 10 hectares (25 acres) situated in 
Bavaria. The taxes for 1928 were as follows: 

DPurnover tax ee eo ergs ee hae RAN a he woe baal a Mee 15. 75 RM ($3.75) 
Rentenbank Unga jit Ye Gale Mk Rees RO ee SPV Sek NE Id alae Lie 41.00 RM ($9.77) 
State lam taxes eee a AT ME ail PAM Ge ate ee Sa nape me a 10. 80 RM ($2.57) 
State wnOUse: taxi Noes SN i a ae sg ede toe 4, 80 RM ($1.14) 
Communal Mayme Nie ee alk OR 0 ta WARE SL etd a 49. 80 RM ($11.87) 
@hurchetaces 2 Le oe be Na ieee eae, a ye ce wpe eB eee nee 1. 68 RM ($0.40) 

Gate A ee U5 es si gt cane em ge a ey eR ee Se 123. 838 RM ($29.50) 

This property pays no income tax or property tax. If the turnover 
tax and the Rentenbank interest tax are omitted, the taxes amount 
to 67 RM ($16), or 6.7 RM per hectare ($0.64 per acre). 

The net income, before taxes, amounted to 765 RM ($182). The 
taxes corresponding to the American property tax were therefore 9 
percent of the net income, or 0.5 percent of the assessed value of 
12,700 RM ($3,030). 

PROPERTY NO. 10 

Property no. 10 is a farm of 20 hectares (50 acres) in Brandenburg. 
The taxes for 1928 were as follows: 

JGovcrop easy eb: quist et ee, FORA EE Shain arate nL ee NL LOE Neda Use ay Yih 3 70. 15 RM ($16.71) 
PROP CRG yale Ke eee eee eh TI Se yey 2 32. 80 RM ($7.81) 
BURTON TR uci Rete tare totam ER ES ers ye Nell oe ele Dea eee i 48. 75 RM ($11.61) 
Rentembb am katmteres tava yes a Ss ee eg 61. 50 RM ($14.65) 
StateslamelnGaxa eee es crete IN eae bs neues ok nk LIE ee Ai 44. 00 RM ($10.48) 
(Oxoy eat on yd Wave) hace uyette es OL iA Ma am al EN C8 cae SYN eg de el SEA 52. 80 RM ($12.58) 
Church thax ae ee cae ae EY Se a 7. 80 RM ($1.86) 

Motel Seva eae Sts ce hb ee ae eh ae 317. 80 RM ($75.70) 
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The permanent taxes corresponding to the American property tax 
amounted to 137 RM ($32.60), or 7 RM per hectare ($0.65 per acre). 
These taxes were 6 percent of the net income of 2 220 RM ($529), or 
0.6 percent of the assessed value of 21,400 RM ($5,100). 

EFFECT OF TAXATION ON THE PRACTICE OF FORESTRY 

The tax rate on those individual German forests studied appears to 
be about the same as the ordinary rate prevalent in the United States; 
it ranges from 0.9 to 1. 7 percent and, if the examples studied by the 
union of forest owners’ associations are any indication of average con- 
ditions, the average tax rate is about 1.4 percent. The ratio of taxes to 
net income before taxes, however, appears to be somewhat lower for the 
German forests than for those of the United States. Although no 
direct comparison is possible because of the lack of data on net income 
from the practice of forestry in the United States the ratios of taxes to 
net income before taxes throughout complete income cycles (tax 
ratios) have been calculated for hypothetical examples based on 
American conditions. (See pt. 7.) Such tax ratios range from 50 to 
90 percent. The examples which have been given for privately owned 
forests of Germany show a range of 31 to 70 percent in ratios of taxes 
to net income before taxes. These ratios, since they relate to annual 
sustained-yield forests, and were calculated for periods when the 
income appeared to be normal, may be considered as roughly com- 
parable with the tax ratios calculated for American conditions. It 
has also been shown that the average ratio of taxes to net income in 
1929-30 for the forest properties studied by the German union of 
forest owners’ associations is about 50 percent. These figures appear 
to indicate a lower property tax burden on forestry in Germany than 
in the United States, which may be ascribed to the fact that the 
German examples are all drawn from the larger forests which are 
managed on a sustained-yield basis. The American examples are 
based on deferred-yield conditions, because of the preponderance of 
that type of management in the United States at the present time. 
But the ratios of taxes to net income for the German forests studied 
are much higher than for the agricultural properties in Germany for 
which data are available and higher than for industries in the United 
States other than forestry, agriculture, and mining. (See pt. 7.) 
Thus it appears that the forests of Germany may be adversely affected 
by taxes which correspond with the American property tax in the 
same manner, though to a less degree, than American forests. If per- 
sonal income and turnover taxes are considered, the absolute burden 
of taxation on forest enterprises has undoubtedly been much greater in 
recent years in Germany than in the United States. 

SWITZERLAND 

GOVERNMENTAL AND TAX STRUCTURE 

Switzerland in its political structure is more like the United States 
than the other countries which have been considered in this part since 
it is a federation (confederation or Bund) of 25 Cantons or States 
(including 6 demi-Cantons), each of which is to a large extent inde- 
pendent in matters of internal government, with its own tax system 
and methods of assessment. The Federal Government regulates 



484 MISC. PUBLICATION 218, U.S. DEPT. OF AGRICULTURE 

external affairs, the army, railways, and postal service and exercises a 
degree of control over public works, education, and forest administra- 
tion, partly through the power to grant or withhold subsidies. 

The Federal Government normally obtains its revenue entirely 
from indirect taxes, such as stamp taxes on various business docu- 
ments, customs duties, and taxes on distilled liquors. The only direct 
federal taxes on property and income are extraordinary levies of a 
temporary character, such as the war tax, made necessary by the very 
heavy expenditures incurred through the mobilization of the army dur- 
ing the World War, and, more recently, the depression tax to meet the 
needs of the current crisis. The federal war tax was a combination 
property and income tax on individuals, with an excess-profits tax 
on corporations, and the depression tax is of a similar character. 
Individual fortunes are taxed on the basis of their net value deter- 
mined by comparing assets and liabilities. The rates of the tax are 
sharply progressive. Net income is also taxed at progressive rates, 
but the taxpayer is allowed to deduct from taxable income 5 percent 
of the capital invested in a given enterprise. The exemptions are so 
high that only a small minority of the citizens is affected by this tax. 
Corporations are taxed at various rates depending on the ratio of net 
profits to paid-up capital and reserves. 

Each Canton or State is divided into local districts known as com- 
munes or Gemeinden. ‘The support of governmental functions is 
divided in various ways between the Canton and its communes. 
For example, in some Cantons education is supported largely by the 
communes, while in others this burden is divided between the com- 
munes and the Canton. 

The financial systems of the various Cantons exhibit great variety. 
In general the mainstay of public revenues is a property tax supple- 
mented by an income tax. These taxes are imposed by the Canton, 
and the communes are usually authorized to make additional levies 
on the basis of the cantonal tax. The other taxes most commonly 
used are corporation taxes, based either on profits or capital stock, 
transfer taxes, inheritance taxes, motor-vehicle, amusement, and 
various license taxes. In certain Cantons there is a tax on the value 
increment realized on occasion of the transfer of real property. 

THE ECONOMIC IMPORTANCE OF FORESTS 

The forests of Switzerland occupy nearly one-quarter (23.6 percent) 
of the total area of about 16,000 square miles. Since the productive 
area is only about three- -quarters of the total, the forests cover nearly 
one-third of the productive land (275, pp. 33-34). These forests are 
of the utmost importance in the national economy of Switzerland. 
They are essential to the protection of mountain slopes and to the pres- 
ervation of scenic values. They regulate the flow of the waters that 
supply reservoirs and power plants. Their annual yield in wood 
products is a substantial contribution to the national income. The 
timber-cutting and sawmill industries alone, according to a census 
taken in 1929, employ about 65,000 out of a total population of 4,000,- 
000, while many more are occupied in the culture and protection of the 
forests (269, p.128). 

In Switzerland only a little more than one-fourth (27.9 percent) 
of the forest area is privately owned. The great bulk of the public . 
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forests belongs to the communes (67.5 percent of the total forest 
area), while a small amount (4.6 percent of the total forest area) 
belongs to the Cantons. The Federal Government owns practically 
no forest land (275, p. 44). Thus the forests are not only an important 
source of tax revenue, since public forests in Switzerland are far from 
tax exempt as will be shown later, but their income apart from taxes 
contributes in a substantial way to public revenues. During the 
period 1925-29 the average annual net income from the public forests 
was 35,329,000 frances ($6,817,000),* or 53.8 francs per hectare ($4.20 
per acre) (268, table 5). In 1930 the net income was 33,636,000 
francs (269, pp. 171-172), and the more recent figures (1931-33) will 
undoubtedly be still less on account of the depression. The forests 
owned by the Cantons are relatively small, but the revenue which 
they yield is nevertheless valued for its regularity under ordinary 
conditions. The income from public forests is of much greater im- 
portance to the communes than to the Cantons, constituting in many 
cases a substantial part of their income. In some cases the forest 
revenues meet all of the local requirements, making the fortunate 
inhabitants of those districts entirely free from local taxes. 

The private forests are very unevenly distributed and are not very 
heavily represented in the high mountains of the Alps and of the 
Jura. They are as a rule in very small ownerships, and practically 
none is over 200 hectares (500 acres). They are less productive than 
the public forests, the average gross annual revenue from 1921 to 
1930 varying between 34 and 43 francs per hectare ($2.70 and $3.40 
per acre) (269, p. 165), which is generally less than the net annual 
revenue per hectare from public forests. ‘These private forests are 
subject to strict governmental control designed to insure maintenance 
of the forest cover and prevention of excessive cuttings which might 
endanger their protective value. In the case of the forests classified 
as ‘“‘protective’’, which constitute 63 percent *’ of the private forest 
area, this control s particularly rigid, and the owners are assisted in 
meeting the requirements by Government subsidies. Thus all of the 
forests, both private and public, are managed with a view to continu- 
ous production and protection of the public interest. 

The product in timber from the Swiss forests is insufficient to meet 
domestic requirements. There is normally an excess of imports of 
timber and wood material. The reverse was the case during the years 
1915-20 owing to the abnormal trade conditions brought about by 
the World War (275, p. 201). 

TAXES THAT AFFECT FOREST PROPERTY 

(270, 271) 

The principal tax which burdens forest property in Switzerland is 
the general property or real estate tax, which is employed by the 
Cantons and their subdivisions, and since the World War by the 
Federal Government as well. However, forest properties are some- 
times subject also to income taxes, transfer and inheritance taxes, 
as well as to church and other taxes of less fiscal importance. In 
practice, they escape the Federal tax on income, since income from 
property up to 5 percent of its value is exempt from this tax. The 

40 In this and subsequent cases where Swiss francs are converted to dollars, the basis is gold parity of 1933, 
or 1 france equals $0.19295. 

41 Computed from areas given, see (269, p.176). 
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precise nature and application of the local taxes vary greatly in ie 
different Cantons. Almost all of the Cantons have income taxes, but 
some do not tax income from real estate and certain others orant 
exemptions of 4 or 5 percent of the capital value subject to the prop- 
erty tax, thus virtually exempting income from forestry since forests 
rarely earn more than this rate. In a number of Cantons, forests 
are subject to both a property and an income tax. 

To determine the taxable value of real estate for the property tax 
the usual rule is to use the ‘“‘yield value’’, ordinarily the average net 
income capitalized at interest rates fixed by law at 4 or 5 percent. 
In some Cantons the actual value based on sales, or some figure 
between the actual value and the yield value, is used. With a few 
exceptions the value of mortgages may be deducted from the total 
value before the tax rate is applied. In a number of Cantons forests 
are allowed a deduction from their total assessed value of a fixed 
portion, ranging from 25 to 50 percent, before the tax rate is applied. 
Sometimes farm land or land in general is granted the same or a smaller 
rate of deduction from assessed value. The rates of the property 
tax are usually progressive, but they are on the whole much lower 
than those which are common in the United States. 

The transfer taxes imposed by the Swiss Cantons, in contrast to 
those which burden the French forests, are generally at very moderate 
rates. ‘Transfers between living persons are usually taxed between 
2% percent and 4 percent of the sale value, sometimes with a small 
addition for the benefit of the communes. Inheritances are ordi- 
narily taxed at progressive rates according to the amount involved 
and the relationship of the heirs, with moderate or high maximum 
rates, according to the Canton. ‘Inheritances in direct line are tax 
exempt in a number of the Cantons. 

Further details as to the taxation of forest lands will be given for 6 
cantons selected from among the 10 which have more than 10,000 
hectares each in privately owned forests.* 

BERN 

The Canton levies a real-estate tax at the rate of 0.3 percent (159, 
p. 116), and there are local rates in addition which vary in the dif- 
ferent communes. The base of the tax is the value of the real estate, 
from which the mortgage indebtedness may be deducted for the 
purpose of the cantonal tax but not for local taxes. In the case of 
forests the assessed value takes into consideration the average pro- 
ductivity of the forest. Once established, it is effective for an indefi- 
nite period, a general revaluation taking place from time to time as 
ordered by the council. A forest-valuation committee has charge of 
this assessment. 

The cantonal income tax of 4.5 percent is not levied on real estate 
and therefore does not affect forests. There is a tax on the transfer of 
real property, generally 6 percent of the sale price, all of which goes 
to the Canton. An inheritance tax is levied at rates that vary with 
the amount of the bequest and the relationship of the heir; 1 to 3 
percent for husband, wife, children, or grandchildren; 4 to 8 percent 
for parents; 6 to 24 percent for more distant relatives; and 15 to 30 
percent for other persons. Of this tax 80 percent goes to the Canton 
and 20 percent to the commune. 

«@ For the area of private forests by cantons, refer to La muisse Forestier (276, p. 46). 

- 
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NEUCHATEL 

The property tax applies uniformly to all property, real and per- 
sonal, after deduction of debts. The cantonal rate is progressive, 
varying from 0.16 percent on taxable capital up to 5,000 francs, to 
0.7 percent for that part of the taxable capital above 5, 000, 000 francs. 
A fortune of 100,000 frances ($19,300), for example, would bear a tax 
of 0.278 percent (278). 
The income tax permits the taxpayer to deduct from his net income 

an amount equal to the usual return on the capital used in his business 
up to a maximum of 4 percent.” This provision means that practi- 
cally all forest operations are exempt from this tax. 

The communes are permitted to levy additional taxes on property 
and income on the same base as the Canton. Therates may be either 
proportional or progressive. If proportional, the total local tax 
levied cannot exceed 0.4 percent on capital or 4 percent on income. 
If progressive, the maximum rates for local purposes must not exceed 
0.8 percent on capital, or 8 percent on income, and the schedule of 
rates must be approved by the State council. However, in addition 
to these taxes on general property and income, the communes may 
levy supplementary taxes on real estate.“ 

Real estate transfers are also subject to tax at a rate of 4 percent on 
selling price, and inheritance taxes are levied on collateral heirs at 
various rates. 

Assessments of real-estate for the property tax are made by the 
tax commission of the Canton. The assessment of forests is made 
with the assistance of the cantonal forest inspector. The general 
rule for the valuation of real estate for the property tax is that lands 
are assessed in accordance with intrinsic value, disregarding differ- 
ences in the skill and industry with which they are cultivated. In 
the case of forests and wooded pastures, consideration is given to the 
value of the soil, density of stocking, and productivity under regulated 
management on silvicultural principles. On the basis established in 
1923, both public and private forests are valued at net yield capital- 
ized at 4 percent. Private forests not under management, for which 
necessary data for a direct appraisal are lacking, are valued by esti- 
mating certain factors and relating these to the value by means of 
established relationships expressed in tables. The productivity of the 
site and growing stock is estimated in cubic meters of annual yield 
per hectare, the range being from 3 to 8 cubic meters for a fully stocked 
stand (43 to 114 cubic feet per acre). These figures are discounted 
for the density of the growing stock, five different grades being 
recognized. It is exceptional in Switzerland to give the actual timber 
on the ground any recognition in determining taxable value. The 
price to be applied in order to determine the net yield in money is 
based on a consideration of quality of the stand, logging conditions, 
and accessibility to market. Each of these 3 factors is divided into 
4 grades which are expressed by the ratios 1.0, 0.8, 0.6, and 0.4. The 
combined effect of these three factors is determined by multiplica- 
tion, which gives a coefficient applicable to the optimum price for 
timber stumpage in the Canton, as determined by the cantonal 
forester. ‘To reduce the work of calculation, a table is supplied giv- 
ing the value per cubic meter for all of the 64 possible combinations 

4 Law of Apr. 30, 1903, art. 15. 
44 Law of Oct. 29, 1885, arts. 1, 2, 3, and 4; modified by decree of Nov. 29, 1917, and law of Feb. 9, 1921. 
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of ratings of the different factors. The stumpage value thus deter- 
mined is multiplied by the yield in cubic meters, and the fesulling 
product, capitalized at 4 percent, is the assessed value.# 

ST. GALLEN 

All real and personal property is taxed on the basis of value less 
debts, with certain exceptions which will be noted later. The can- 
tonal rate is progressive, varying from 0.1 percent on a total capital 
between 1,000 and 100,000 frances ($193 and $19,300) to 0.25 percent 
on a total capital over 2,500,000 francs ($482,400) (274, art. 8). The 
communal taxes are proportional, not progressive, and have no legal 
maximum limit. The income tax is a supplementary levy, in that 
income from capital taxed under the property tax is not included in 
taxable ncome as long as the latest 3-year average does not show an 
income in excess of 5 percent of the value (274, art. 12). Thus forest 
operations are in practice taxed only under the property tax. 

The assessments for the property tax are in the hands of local com- 
missions under the presidency of cantonal officials. The forest 
officers actively assist in the assessment. The law requires that real 
estate in general be assessed at market value, with due consideration 
to the fluctuations experienced in the past and also with regard to 
average yleld. Open lands, such as plowland, pastures, vineyards, 
and bogs, are taxed on the basis of three-fourths of this value, but 
without reduction for mortgages. Forests under working plans 
recognized by the Canton are valued at 12} times the yield as indi- 
cated by the average net income of the amas dine 10 years. However, 
in computing the average net income for this purpose, taxes and costs 
of constructing new roads are not deductible. Thus the assessment 
method applied to these forests under working plans would give one- 
half of the yield value based on a capitalization rate of 4 percent, since 
such a value would be 25 times the yield. All other forests, that is, 
those without approved working plans, are assessed at one-half the 
market value. 

All private forests, with one exception covering 45 hectares, are 
small parcels not managed under working plans. As there are 
seldom sufficient sales of forest properties to provide a basis for valu- 
ation by direct comparison, a system of approximating market values 
is used, based on the following factors: (1) The average price of 
stumpage under the felling conditions (2) the average annual incre- 
ment, and (8) the age of the stand. 

In order to facilitate computation, it is the practice to use tables 
based on the above-mentioned factors. For example, the table in 
use in 1925 (270, pp. 56-57), gives values computed so as to reflect 
the worth of a stand at various ages if managed on a 100-year rota- 
tion, assuming that the interest rate is 3/4 percent and that the profits 
from thinnings offset the expenses of management and protection. 
By means of this table one may find the assessed value corresponding 
to any 1 of 5 different age classes for each of 5 different stumpage- 
price values (making 25 combinations on the side of the table), and 
to 5 different grades of average annual increment (in 5 different 
columns). Interpolation is required for forests falling between the 
classes provided for. This table shows an extreme range of values 
from 30 to 15,000 frances per hectare ($2.34 to $1,171 per acre). A 

45 For a more complete description of this method of valuation, refer to Biolley (267, p. 781). 



FOREST TAXATION IN THE UNITED STATES 489 

forest of fairly good annual increment (5 to 6 cubic meters per hec- 
tare, or 71.5 to 85.8 cubic feet per acre) with products worth a stump- 
age value when mature of 23 to 27 francs per cubic meter (12.6 cents 
to 14.8 cents per cubic foot) is valued at 300 francs per hectare 
($23.40 per acre) if the stand is of the lowest age class, 0 to 20 years, 
and at 5,000 francs per hectare ($390 per acre) if it is of the highest 
age class, 81 years and over. The values from the table are applied 
to growing stock only, and in addition land is valued at 50 to 600 
francs per hectare, according to the annual increment it yields and 
the local prices of timber. The land values are from a table showing 
9 ranges of stumpage value on the side, with 4 columns for different 
grades of increment. ‘The land values in this table were made rather 
low, partly as an offset to the fact that the valuations of growing stock 
in the official table were estimated rather high, and partly because a 
profitable return from the forest is considered possible only on the 
basis of moderate land values. ‘This method of valuation gives rela- 
tively higher figures than the method applied to forests under manage- 
ment plans. 

TESSIN 

Both real estate and personal property, less a reduction for debts, 
are subject to the property tax. ‘The income tax applies to net 
income from all sources, including capital taxed under the property 
tax. Real estate in general is assessed at 50 to 75 percent of market 
value. Forests and agricultural lands are assessed on the basis of 
their actual yield capitalized at 5 percent. Formerly technical ad- 
vice was dispensed with in making these assessments, and wood- 
lands and alpine meadows were assessed so high that many appeals 
were taken to court. This led to special legislation in 1920 providing 
for the establishment of yield and capital values of pasture and forest 
land by a commission of experts, including the cantonal forest inspec- 
tor. ‘The increasing use of working plans in forest management has 
made the work of this commission easier. 

VAUD 

The present method of direct taxation, adopted in 1923, involves a 
combined tax on property and income (271, p. 203, no. 9-10). In- 
come is calculated after a deduction of 5 percent on the capital in- 
vested, so that this part of the tax is not important in forest opera- 
tions. In determining the taxable value of capital, all real estate is 
included at 80 percent of its assessed value. The rates of both taxes 
are progressive on a fixed scale by categories of capital and income. 
The initial rates are fixed annually by law, but the rate on income is 
always 10 times the rate on capital. The initial rate is usually 0.15 
percent on capital and 1.5 percent on income, with maximum rates of 
0.85 percent on property and 8.5 percent on ‘income. In some years 
uniform percentage reductions from the taxes produced by the stand- 
ard schedules are allowed. ‘Thus there was a 4-percent reduction 
in the year 1930. In addition the communes may levy rates up to 
the same maximum limits as the Canton, with or without progression, 
but the rate of progession may not be steeper than that of the cantonal 
tax. 

There are also transfer, inheritance, and gift taxes, the rates of 
which are determined annually. Thus in 1930 the transfer tax on 
sales of real estate was 3 percent, and the inheritance or gift tax 
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rates on successions or donations in direct line of descent were on a 
progressive scale varying from 1.6 to 5.2 percent of the different 
portions of the total value. The communes are entitled to levy in 
addition 30 percent of the cantonal tax on transfers, up to one-half 
of the cantonal tax on inheritances in direct line, and up to double 
the cantonal tax on inheritances in indirect line. 

The value of forests and wooded pasture for assessment under the 
property tax is estimated, as in the case of other real estate, by 
capitalizing the estimated annual net yield at a rate of 5 percent. 
In estimating the yield, consideration is given to the fertility of the 
soil on the one hand and the condition of the growing stock on the 
other. The volume of the standing timber is not considered; wooded 
properties in the same condition of fertility, density of stocking, and 
market situation are taxed at the same value whether the standing 
timber has reached its maximum development or whether it has 
just been cut.* 

ZURICH | 

The Canton imposes a general property tax (159, p. 116) based on 
the total fortune of the taxpayer less debts, at a progressive scale of 
rates from 0.15 to 0.25 percent. The local communes may raise up 
to 250 percent of the cantonal tax for local purposes and may also 
levy a local real estate tax at a flat rate up to 0.05 percent. There 
is in addition a cantonal tax on all income, at progressive rates on a 
scale from 1 to 6 percent. The Canton also levies an inheritance 
and gift tax at rates from 2 to 15 percent, from which parents, wife, 
and descendents are exempt. The local authorities levy a tax on 
real estate transfers, at rates fixed by local act from 0.25 to 2.0 per- 
cent, and a tax on increment of real estate value (selling price less 
purchase price), at rates which may not exceed 25 percent. 

Property generally is assessed for the property tax at market 
value, but farm and forest land are assessed at three-fourths of 
market value. The total value of a forest is determined from the 
area, age of stand, site quality, and growth condition. The area is 
taken from the land register, and investigation must be made as to 
the other factors. The values are determined from these factors, 
with the aid of a small table with 5 age classes at 20-year intervals 
on the left, and 5 columns for different grades of quality and growth 
conditions considered together (270, ». 19). For example, for the 
age class 41-60, values are found ranging from 180 francs per hectare 
($14 per acre) for the poorest site and growth conditions to 5,350 
francs per hectare ($418 per acre) for the best. The lowest value 
for age class 0-20 is 45 francs per hectare ($3.50 per acre), and the 
highest for age class 80 and over is 22,000 francs per hectare ($1,720 
per acre). The relationships of this table are based in part on the 
more elaborate valuation tables used in St. Gallen. 

In this Canton most of the forests owned by semipublic corpora- 
tions are subject to easements giving the holders, usually local resi- 
dents, the rights to certain definitely stated forest uses or products. 
Such a corporation is taxed only on its own equity in the forest. The 
holder of such an easement is taxed on the sale value of his rights, 
from which one-fourth is deducted to obtain the assessed value as in 
the case of fee-simple ownerships in forest land. 

48 For a more complete description of forest valuation for tax purposes in this canton, refer to Moreillon 
878, D. 791). 
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TAXATION OF PUELICLY OWNED FORESTS 

The forests owned by the Cantons are as a rule subject to the taxes 
levied by the communes but are relieved of those levied by the Can- 
tons to which they belong. The exceptions to this rule include the 
Canton of Vaud where the cantonal forests are exempt from all 
taxation, both cantonal and communal. However it is reported that 
the exemption of these forests in Vaud from the taxes levied by the 
communes is not a serious embarrassment to these local districts, 
since the Canton is customarily more liberal in its subsidies for 
roads and other local purposes to those communes which contain 
cantonal forests. The exceptions to the general rule also include the 
Canton of Bern, where the cantonal forests are subject to the taxes 
levied by the Canton. This arrangement is of course only a matter 
of bookkeeping, as the taxpayer and the tax receiver are the same. 
Communal forests are in general subject to taxes of the Canton 

but ordinarily not to those imposed by the communes to which they 
belong. There are numerous exceptions to the latter rule, and in 
some cases the communal forests are subject to local taxes for certain 
special purposes only, as the church taxes, while exempt from other 
local levies. 
A communal forest located outside of the commune to which it 

belongs is subject to the communal taxes of the commune in which 
it is located. Similarly, a cantonal forest located outside of the 
Canton to which it belongs is subject to the cantonal taxes of the 
Canton in which it is located. 

Information has been compiled for the year 1923 as to the burden 
of taxes on public forests in many of the Cantons of Switzerland 
(270). The figures obtained by that investigation show fairly wide 
variation, both as to the average tax per hectare and the ratios of 
taxes to gross and net income. However they indicate that the total 
burden of taxation on public forests is moderate. In most cases the 
average tax on public forests for all purposes is between 2 and 15 
francs per hectare ($0.16 and $1.17 per acre). The portion of net 
income taken by taxes is usually between 4 and 20 percent; of gross 
income between 2 and 10 percent. The latter figures are comparable 
to 35 percent in the case of the national forests of the United States, 
where the Federal Government pays 25 percent of gross income to 
the States in lieu of State and local taxes (except in Arizona and 
New Mexico where a different method of reimbursement is used), 
and spends an additional 10 percent for the construction and main- 
tenance of local roads. 

EFFECT OF TAXATION ON THE PRACTICE OF FORESTRY 

The owner of forest property in Switzerland is constrained by law 
and custom to practice forestry, and he would find it impossible to 
escape from burdensome taxation by cutting off his timber. The only 
market va ue which attaches to forests, since they cannot be treated 
destructively, is that predicated on the net income which the forest 
will yield when managed as a continuous enterprise. Therefore the 
general situation is quite different with respect to the possible effect 
of taxation on forest management from that which obtains in coun- 
tries where there is little or no restriction on the use of forest lands. 
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It has been noted that, leaving out of consideration the temporary 
taxes imposed by the Federal Government, the principal tax on 
forests in Switzerland is the property tax levied for cantonal and local 
purposes. ‘This is an annudl tax and must be paid regardless of actual 
revenues received, just as in the case of the property tax in the United © 
States. Many of the private forests in Switzerland are so small that 
it is impossible to manage them on an annual sustained-yield basis. 
Why does this tax not call forth the same complaint as the American 
property tax? 

In the first place, the rates of the Swiss property tax are com- 
paratively low. Based on actual value, they are generally far below 
the rates commonly imposed in the United States. 

Second, the values at which the forests are assessed are based on 
permanent forestry use and are generally moderate even from this 
viewpoint. In practice assessed values are ordinarily less than 
actual values, and much less than the values which the same forests 
might command if destructive utilization were permitted and the 
owner could plan to convert his forest when market conditions for 
the product were favorable. They leave out of consideration the 
fact that the actual value of a given forest may reflect, in addition to 
the money income, various intangible incomes in the form of prestige, 
consciousness of public service, and the like. 

Finally, the larger private forests are managed so as to yield income 
either annually or at fairly short periods, while the very small parcels 
which cannot be handled in this way are usually owned in connection 
with farm or other property which yields an annual income. ‘There- 
fore there is no large scale problem of deferment of income from 
forest property, as in the United States under present conditions. 

It is not intended to imply that there is no complaint at all with 
respect to the taxation of forest lands in Switzerland, or that the situ- 
ation there is whol y satisfactory. The large number of independent 
tax systems of the Cantons, applied in a country that is smaller than 
the combined States of Massachusetts and Vermont, naturally gives 
rise to disturbing inequalities of tax burden between neighboring 
properties in different tax districts. The question of equitable 
assessment for the annual property tax is by no means entirely solved 
in all of the Cantons. There are no specific tax concessions designed 
to lighten the burden on new plantations, as in France. In certain 
Cantons, such as Vaud, there is uncertainty as to the method of 
appraisal for transfer and inheritance taxes, the choice of method 
being left to the discretion of local commissions. The way is open to 
the use of appraisals which are in effect inventories of the material in 
the forest, treating all of the standing timber as if available for 
immediate conversion. The value obtained on this assumption may 
be double or triple the assessment of the same properties for the prop- 
erty tax based on capitalization of current net income. The use of 
such appraisals in certain cases according to the ruling of the par- 
ticular commission concerned is inequitable, and if a property happens 
to be overvalued in this manner and also subject to high rates on 
account of inheritance in indirect line, the resulting tax may be 
confiscatory. 

Forests as a class, however, appear to be moderately taxed in 
relation to income and value, and in a number of Cantons they are 
accorded special consideration beyond that granted to other real 

i eee ee 
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estate. Thus, whie the owner of a forest in Switzerland is much 
restricted in the free use of his property, the exceptional public 
benefits from the maintenance of forests are recognized by the 
public in according the forest owner a generally favorable basis of 
taxation, although he is subject to regular annual taxes on land and 
timber similar to those levied on other real estate. 

SWEDEN “ 

GOVERNMENTAL AND TAX STRUCTURE 

The Kingdom of Sweden is situated in the eastern part of the 
Scandinavian Peninsula. Its land area comprises 159,000 square 
miles, and it has a population (1928) of 6,105,000, of which 4,164,000 
(68 percent) live in the rural sections (277, 1929, ». 4). 
The country is divided into 25 provinces (lin), each of which is 

governed by a general council (landsting). The functions of the 
provinces principally concern public health, education, the general 
development of agriculture, the construction and maintenance of 
means of communication, and the upho ding of ‘aw and order. 

There are 2,530 primary communes (kommuner) in Sweden, of 
which 2,374 arerura. The main activities of these communes are in 
connection with education, destitute relief, and police. Other civil 
divisions include units called harad, certain associations of communes 
called municipalsamhallen, road districts, school districts, judicial 
districts, and church districts (parishes) (277, 1929, p. 2). Unless 
otherwise specified, the term ‘‘communes”’ will be used to mean all 
political divisions below the provinces. 

The general tax structure may be pictured by showing the im- 
portance of the various taxes in the entire tax system of the National 
Government, the provinces, and the communes. Here, as eisewhere, 
the amounts in Swedish kronor are converted to American money. 
The converting factor used is $0.26799, which is the gold parity value 
(in 1933) of the Swedish krona. 
The tax revenues of the National Government for the fiscal year 

1927-28 are given in table 139 (277, 1929, pp. 278-281). 

TaBLE 139.—Income from tazes levied by the Swedish National Government, 1927-28 

Tax Receipts 

Kronor Dollars 
Camitationntard ee este Ua EE eee ee Swe a Ue Eh a 1, 015, 000 272, 000 
Income, property, and business taxes: 

CONG! TE GT HS, Ss a aR a pL SI un a rte ty Ge pee 2, 500, 000 670, 000 
Income andsproperty: taxess mele es en Ae Se ee Sele bee 145, 666, 000 39, 037, 000 
Bevillning of real estate and of income (now repealed) ------------------- 3, 859, 00) 1, 034, 000 
Bevillning of special business (fees paid by traveling salesmen) --------_- 493, 000 132, 000 
FSHLEE Wi 015 0) OUD IB) hoyes ms A RN DN Og ee a ee Oe ee Sk 59, 014, 000 15, 815, 000 
SMP le SAT Tes eee Merk maa an PN AE Pe Ee Ne a Ue 671, 000 180, 000 

IS Gell pe ee erate are eee De aL adap ence wel dR Oa Sun eB Lh 213, 218, 000 57, 140, 000 
DVTOFOm=avie til Cle ntexere maar eet eee tren reap ge Res UL ria tp me UR SUSI Ne ES a 31, 883, 000 8, 545, 000 
Customsjandlexciseswe sae EE ee oy SS ee eee 316, 382, 000 84, 787, 000 

Gian eto tell eae aes SNe EN EAP a le oe eyes al Mi LAO NN 561, 483, 000 150, 472, 000 

47 This section, except as otherwise noted, is a condensation of a doctorate dissertation entitled ‘‘ Methods 
of Forest Taxation in Norway and Sweden”, by Otto Nieuwejaar, professor of economics, St. Lawrence 
University, formerly assistant professor of forestry, University of Riga, Latvia, and a temporary member of 
the staff of the Forest Taxation Inquiry. 
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The tax levies of the provinces for the year 1927 are given in table 
140 (277, 1929, p. 327). 

TaBLE 140.—Tazes levied by the Swedish provinces, 1927 

Tax Amount of levy 

d Kronor Dollars 
Tax omyincomie §2-_<t 278 223 Se eee ae 50, 455, 000 13, 522, 000 
Capitation; tax: (health'serviceifees) =e ns ee ee ee ee 1, 180, 000 316, 000 

Potal 22. 22st ssh. SSS a ee See 51, 635, 000 13, 838, 000 

The aggregate tax levy of the Swedish communes for 1925 is given 
in table 141 (277, 1929, pp. 326-327). 

TaBLE 141.—Tazes levied by Swedish communes, including the large cities and 
towns and all districts below provinces, 1925 

Tax Amount of levy 

Kronor Dollars 
Tax on income and re | estate 77 70, 100, 000 
Communal progressive taxs =< 33 f= Se ae es Bie ee ee , 6 4, 986, 000 
ROR, Geax nee aS ce ae ae ak I he a RO ete ot 817, 8, 794, 000 
Capitationitaxt = 322 S20 oo) Sete aa er ie ES ee gee Oe eee , 107 297, 000 
POPES EF EXCISE Taxi os Ae ee ee Le aie ne Se RN ; 873, 000 
Amusement tax2= 22222 So. ae See Bae Ee 2 eS Con ee 1, 392, 000 
Dogstax fe. ee a a Et eee Le ee oe Ce 551, 000 
Other 127 0, CoG ae ies gee epee Se A ES a ee Me ge fo 537, 000 

Total sous ee ee ee ee ee eee eee 326, 617, 000 87, 530, 000 

THE ECONOMIC IMPORTANCE OF FORESTS 

According to the national forest survey of 1923-29, Sweden has a 
total productive forest area of 57,270,000 acres. ‘This is 56 percent 
of the total land area. The total stand of timber was estimated at 
that time at 1,417,000,000 cubic meters (50,000,000,000 cubic feet) of 
peeled wood, or 61 cubic meters per hectare (874 cubic feet per acre) 
of productive forest land. Of this total stand, 42 percent consists 
of spruce, 40 percent of pine, and 13 percent of birch. This volume 
is very well distributed among the various age classes (276). 

About 24 percent of the total productive forest area is in public 
ownership, while the remaining 76 percent is privately owned. The 
distribution of the Swedish forest area according to ownership classes 
in 1928, in percent of the total productive forest area, was as follows 
(277, 1930, pp. 107-108): 
Public forests: Percent 

National forests. 22:22. 2 eee ek UE ee ee 20. 0 
COG er ae Br AE I 2 ee eg 3. 8 

PU Gea ee eh i 5k rea 23. 8 

Forests in private ownership: 
Corporation forests... 2. 24-2 22lu 2 sete s et  e 27.1 
state forests 22— 2 2s eh es ee 3. 4 
Harm fOrests eee ee at foe th ee Baw ee oars es reer ee 45. 7 

Potslee i ae ce 2 Pee ee Su OE EN ees Ser 76. 2 

ee eee 
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Forestry and the principal industries dependent on it gave employ- 
ment to the following numbers of individuals in 1931 (240): 

VOWS ES aah a Bh ne Ne Ea SA th a of he's SM OST Rl MUP SN IN MA Lie leas 99, 313 
Sawinilistand iplaning mail ss a ee L Ce eS LR ON a 37, 297 
GIMME Ry BANC LUT MUG Tee ik Piet seep pig Mae eee 0 ar oye en iy PN GE Ud fey aki oe 16, 674 
NIH/CONONG | OTN) OS eS oa ges rae (7A LEA He aver Neva cen ae Pye 2 VE LHL eam SOW LS og 
Bapermand: pasteboard maiillsi smug. Vee en eS Ne na a 17, 096 
LAE 9 PCI Gy ENE OVEN SAIS We Be Ma Real a ER I al A, A dea i be ay at 4,985 

LUCY 7) Lageee Shia ey el Rope ap ALD ie 2 OIRO a EL ee at a 194, 076 

TAXES THAT AFFECT FOREST PROPERTY 

Most of the important taxes in Sweden, both national and local, 
are very intimately connected one with the other. It is therefore 
difficult to explain the various taxes in logical order. For the sake 
of simplicity those taxes which use the same tax base will be discussed 
together, whether they be national or local, income or property taxes. 
For illustration of the various taxes the reader is referred to the 
example at the end of this section. 

COMMUNAL INCOME-REAL ESTATE TAX 

The most important tax on rural property is the communal income- 
real estate tax. This is actually the basic tax of the entire Swedish 
system. As its name implies it is a tax on the amount of real estate 
owned and on the income received from that real estate. The tax 
base therefore consists of two parts, namely, the real estate tax base 
and the income tax base. 

The first step in arriving at the real estate tax base is the assess- 
ment. <A general assessment is made every 5 years and the work is 
performed by local boards. These boards consist of 2 members ap- 
pointed by a previncial assessment board (1 representative of the 
province and 1 of the national government) and from 3 to 10 members 
elected by the people of the local district. The work of these local 
boards is reviewed by a board of supervisors consisting of from 8 to 
15 members appointed by the provincial assessment board. 

Real estate is assessed at its market value less debts outstanding 
against it. In the case of forest property, however, a uniform method 
of appraisal is used, which more or less disregards market value in 
individual cases. Forest land is appraised on the basis of its normal 
productive capacity. The normal productive capacity of each tract 
of forest land is determined by estimating the average annual volume 
in cubic meters per hectare of wood produced by the whole forest over 
a long period of years. This is called the site-quality index. The 
money value of this normal annual volume is determined by multi- 
plying the volume by the average stumpage price obtained in the 
particular locality for similar grades of timber during the preceding 
5 years. A deduction of 25 percent (as much as 50 percent in the 
case of the more inaccessible forests) is made from this normal money 
yield for expenses to arrive at the net money yield per hectare. 

In capitalizing the normal annual yield to arrive at the assessed 
value a multiplication factor of 20 is used. This corresponds to a 
capitalization rate of 5 percent. For the purpose of giving a separate . 
value to land and to trees this factor is divided into two parts, namely, 

48 Svensk Forfattningssamling 1927, no. 308, pp. 586-595; 1928, no. 370, pp. 1027-1095. 
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3.5 for land and 16.5 for trees. Thus the net money yield per hectare 
i: ees by 3.5 to get the assessed value per hectare of the forest 
and. 
Before the net money yield is capitalized to get the value of the 

trees, the yield is adjusted for “‘relative growing stock.” If a forest 
has a normal distribution of age classes, it has a normal growing stock 
and no adjustment is necessary. The relative growing stock in this 
caseisl. If aforest has an excess of the older age classes, its relative 
growing stock is greater than 1, and if there is a deficiency of the older 
age classes the relative growing stock is less than 1. After the net 
money yield per hectare has been multiplied by the relative growing 
stock factor, the product is multiplied by 16.5. This gives the assessed 
value per hectare of the trees. The per hectare values, both of land 
and trees, are multiplied by the area of forest land to get the total 
assessed value. 

In Sweden the assessed value is not the tax base. First, the assessed 
value is converted arbitrarily to an income basis by applying a speci- 
fic rate, either 6, 5, or 4 percent, depending on the type of property as 
explained later. This conversion to an income basis is made for two 
purposes: (1) It aims to put the property tax base on a common basis 
with the income tax base thus facilitating their combination into one 
amount and thereby reducing the computation of the two kinds of 
taxes to one operation; and (2) to provide for a differential treatment 
among the different kinds of property and among certain elements of 
value in the same kind of property. ‘Then this converted assessed 
value is divided by 100 to obtain the real estate tax base, presumably 
for ease in computing the tax. If this division were not made, it 
would be necessary to carry a large number of zeros in some of the 
tax rates, and this always increases the danger of error. To the real 
estate tax base is added the income tax base (to be described at a 
later point) before the tax is computed. If there is no income tax 
base the owner of the property pays only the real estate tax. This is 
called the ‘‘guarantee”’ feature of the tax, that is, an annual tax on 
all forest real estate value is assured, regardless of whether or not any 
actual income has been received from such property during the year. 

As stated above, the first adjustment of the assessed value is made 
by applying different rates depending on the kind of property. For 
farm real estate and for the land value of forest property 6 percent of 
the assessed value is taken. For residential and business properties 
the rate applied is 5 percent. For forest growing stock (trees), only 
4 percent of the assessed value is included in the tax base. 

The fundamental basis for the income-tax base is the actual net in- 
come received from the property during the year. The net income is 
determined from the personal declaration of the owner which contains 
a detailed statement of the gross income received and the expenses 
incurred in maintaining that gross income. In the case of forests 
where annual cutting is exceeding the annual growth, a depletion 
charge is deducted. Net income is determined differently for the 
various kinds of property—a very complicated procedure, which it is 
not necessary to go into in this brief description of the system. 

From the total net income as determined from the personal declara- 
tion of the owner is deducted that part of the net income which is 
taxed under the real-estate tax. This deduction consists of 100 times 
the real-estate tax base. In other words, the deduction is the arbi- 
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trary income figure determined by the first step in the adjustment of 
the assessed value, as described above. From the residual net income 
is deducted a personal exemption, which varies with the cost of living 
in the ocality in which the taxpayer resides (the country is divided 
into five districts for ths purpose on the basis of the costs of living) 
and with the number of persons in the family. The amount remain- 
ing after the deduction of the personal exemption is the taxable net 
income. The income tax base is determined by dividing the taxable 
net income by 100. Thisis done, of course, to place the income-tax 
base on the same basis as the real-estate tax base. 

The income-tax base is then added to the real-estate tax base and 
this total tax base is multiplied by a flat tax rate (the sum of the com- 
munal, parish, and school-district rates) to determine the communal 
income-real estate tax. 

PROVINCIAL COUNCIL TAX 

Several different governmental units are allowed to levy taxes on 
the communal income-real estate tax base. One of these units is the 
province. The tax, called the provincial council tax,is determined by 
applying the provincial council tax rate to the communal income-real 
estate tax base. This taxis usually much smaller than the communal 
income-real estate tax. 

ASSIZE DIVISION TAX 

The assize division (judicial district) also levies a tax on the com- 
munal income-real estate tax base. This tax is extremely small. 

ROAD TAX 

Contributions for road maintenance are made either by actual labor 
in keeping a certain length of road in good condition or by a tax con- 
tribution. Any owner of real estate not contributing in actual labor 
is subject to the road tax. This tax is principally a real property tax, 
and income enters into the tax base only to a sma | extent. 

The base for the road tax is called the ‘‘vagfyrk.’”’ The real estate 
part of the road-tax base in the case of privately owned farm and for- 
est property is determined by dividing the assessed value by 100. In 
the case of forest property in public ownership the assessed value is 
divided by 150 and in the case of other real estate the assessed value 
is divided by 200. In computing the income part of the road-tax base, 
the taxable net income is divided by 15. The sum of the real estate 
part and the income part of the road-tax base is the total road-tax 
base. As stated above, this is expressed in terms of units called 
“vaofyrk.” The road tax is determined by applying the road 
district tax rate to the road-tax base. This tax is usually quite large. 
For the ordinary run of rural real estate it usually ranks next in amount 
to the communal income-real estate tax and the national income- 
property tax. 

FOREST EXCISE TAX 

The forest excise tax is intended as a rough offset to the relatively 
low arbitrary income rate used in computing the tax base in respect to 
forest growing stock under the communal income-real estate tax. 
The base for this tax in any 1 year is the stumpage value of timber 
cut during the year. The communal tax rate on this base is one- 

101285°—35——-32 
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fourth of the average communal income-real estate tax rate of the 
past 5 years. Other local governmental units may also levy a tax 
on the same base at the rate of one-fourth of their local rates. In 
order to secure an equalization of the receipts from year to year, the 
forest excise tax law provides for the setting aside of a portion of the 
receipts into a fund and limits the amount to be used in any 1 year. 

FOREST CONSERVATION FEE 

The forest conservation ee is in the nature of a special assessment 
levied on owners of forest property for protection purposes. ‘This fee 
is levied against all property which is subject to the forest excise tax; 
in fact, the same tax base is used, 1. e., the stumpage value of timber 
cut. The rate, according to the ordinance of September 28, 1928, 
NO» 2Hoisules percent of the stumpage value of timber cut dur: ng the 
year. This special assessment is levied by the National Government 
but the receipts are placed at the disposal of the various forest 
conservation boards. 

NATIONAL INCOME-PROPERTY TAX 

As previously noted, this is the most important tax of the National 
Government from the standpoint of yield.** The base of this tax for 
any given taxpayer is his net income plus one-sixtieth of the assessed 
value of tangible and intangible property owned by him. The net 
income is determined in the same manner, with minor differences, as 
for the communal income-real estate tax. The assessed value of the 
property as determined for the communal income-real estate tax is 
also used for the national income-property tax. 

The property part of the tax is included for the purpose of placing 
an extra tax burden upon income from property. It is assumed (1) 
that such income is able to carry a one-third greater tax burden than 
income from other sources, and (2) that the income from a property is 
equivalent to one-twentieth of its assessed value. The product of 
one-third and one-twentieth (one-sixtieth) 1s the factor used to reduce 
the property value to the income basis. The amount so derived is 
added to the net income. From this sum is deducted the personal 
exemption, which is equal to twice the personal exemption under the 
communal income-real estate tax. The amount left after these de- 
ductions is called the ‘taxable amount.” The tax base is determined 
by applying progressive rates (not tax rates) to the taxable amount. 
For individual persons and undivided estates of deceased persons, these 
rates range from 3 percent on that portion of the taxable amount up 
to 10,000 kronor ($2,680) to 15 percent on that portion above 1,000,000 
kronor ($268,000), but the tax base must in no case exceed 12 percent 
of the total taxable amount. For Swedish corporations the tax base 
constitutes from 1.5 to 12 percent of the taxable amount, depending 
on the ratio of the taxable amount to the capital and surplus of the 
company. The tax of each taxpayer is determined by applying a flat 
tax rate to the tax base. This tax rate varies from year to year in 
accordance with the revenue needs of the National Government. In 
1928 the tax rate was 145 percent. It should be remembered that the 
tax base is only 1.5 to 12 percent of the taxable amount (adjusted 
income). 

49 Svensk Forfattningssamling, 1928, no. 373, pp. 1097-1114. 
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COMMUNAL PROGRESSIVE TAX 

The communal progressive tax is supplemental to the communal 
income-real estate tax and is payable to the communes, parishes, and 
school districts. ‘The tax base is determined by applying progressive 
rates to the ‘‘taxable amount”’ as determined for the national income- 
property tax. For individuals these rates vary from 0.5 percent on 
that part of the taxable amount above 3,000 kronor ($804) but not 
more than 9,000 kronor ($2,412), up to 5 percent on that part above 
100,000 kronor ($26,800); but the tax base is limited to a maximum of 
4.5 percent of the total taxable amount. For corporations the rates 
are somewhat different, and the total tax base must not exceed 3.75 
percent of the total taxable amount. The tax rate to be applied to 
the tax base is the sum of communal, parish, and school district 
rates. 

EQUALIZATION TAX 

The equalization tax is payable by any person who is subject to the 
communal progressive tax. The tax base is one-third of the tax base 
of the communal progressive tax, and the rate is determined annually. 
The tax is levied by the N ational Government, and the proceeds are 
used to equalize the tax burden among the individual communes or 
other local jurisdictions. This tax is generally very small. 

INHERITANCE AND GIFT TAXES 

The Swedish National Government levies inheritance and gift taxes 
on all property inherited or obtained by gift. The rates of these taxes 
are progressive, increasing with the amount of the legacy and as the 
degree of relationship between the testator and beneficiary becomes 
more remote. ‘These taxes, of course, affect forest property only 
occasionally. 

TAXATION OF PUBLIC FORESTS ° 

National forests, church forests, and other public forests pay, on 
the basis of assessed value, the communal real estate tax, the pro- 
vincial council tax, the road tax, and the assize division tax.) On 
the basis of income they also pay ‘the communal progressive tax and 
‘the equalization tax. These forests and the income derived from 
them are exempt from all National Government taxes. 

TAXATION OF A SAMPLE FOREST 

In order to illustrate the amount and character of the various 
kinds of taxes levied on a forest property, the following example of 
the taxation of an actual forest is given. ‘This forest formed the basis 
of a paper by Toumey and Lindeberg (278) from which most of the 
data were taken. Additional first-hand mformation was also given 
by Mr. Lindeberg. 

The property is a large farm in the central part of the wooded 
district of the province of Sédermanland, not far from Stockholm. 
It consists of a total of 540 hectares (1,334 acres), of which 400 
hectares (988 acres) are productive forest land. The forest consists 
principally of spruce and pine, while birch is the chief hardwood 
species. The growing stock is approximately normal. 

8 Obtained by correspondence from Erik Lindeberg, tax expert of the Swedish Forest Service, Nov. 11, 
1931 
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The taxes on the forest portion of the property for 1928 were 
computed in the following manner: 

COMMUNAL INCOME-REAL ESTATE TAX 

This is actually the basic tax of the Swedish system and is usually 
the heaviest tax which the ordinary forest owner has to pay. It was 
computed as follows for this property: 

Basic information: 
Soil quality (annual growth per hectare) _____._--__ cubic meters_-_ 3. 50 

Normal stumpage value per cubic meter._____________ kronor_. 6. 50 
Relative growinesstock (normal) svee ns aeesi areas ais seeneeain eae 1.0 
Normal money yield per hectare, 3.50 times 6.50 equal__kronor-__ 22. 75 

Computation of assessed value: 
To obtain normal net money yield, the money yield is reduced by 

25 percent for expenses, 22.75 times 0.75 equal___-__ kronor__ 17. 0625 
The capitalization factor (20) is appl ed to net money yield in two 

parts—3.5 to soil and 16.5 to trees. 
Value of forest soil, 17.0625 times 3.5 equal (rounded) __kronor__ 60 
Value of trees, adjusted for relative growing stock, 17.0625 times 

1OntimesiiGis equalsGcounded) 22s ss ee ee eee kronor__ 282 
Area of forests bist. Sein aoe ech EA itn es ee hectares __ 400 

Total assessed value of forest soil, 60 times 400 equal__kronor__ 24, 000 
Total assessed value of trees, 282 times 400 equal-__-_-__ kronor__ 112, 800 

Total:assesséd values ca aes 2 2 ee ene eyes ee ee kronor_._ 136, 800 

Computation of real-estate-tax base: 

24,000 X 0.06 
iE OOGREC: Cquales Sky Sees Rss LEN sR Lae ae eas 14. 40 

112,800 x 0.04 
Sac (1 Ga ee [0 Fe Meme A EO ip Nk NINE La kee ala fhe 45. 12 

Total, real-estate-tax baséss222 oe Sek ee eee a 59. 52 

Computation of income-tax base: 
Net income (including 952 Kr. from grazing and other uses than Kronor 

GLIDER): 2 ses a a ii ese eh ee: | I ce ae ein 8, 952 
Net income taxed under real-estate tax: 

24;000stimes; 0:00 equalsc22 © 0 sae ea earn 1, 440 
1125800 times"O;04vequale ss 20 2S Sie ea eee 4, 512 

5, 952 

3, 000 
ess:personal ‘exemption 252 oe ee ae ee ee eee 1, 500 

MPaxable Net AN Cone sot sey 5S SR ee aes air er 1, 500 

Income-tax base, a GO Wal ss Sees ape el ey Spee ve meee mea 15. 0 

CoMPUTATION OF Tax 

The tax is determined by applying the sum of the communal, 
parish, and school-district rates, or 8.0, to the real-estate and income- 
tax bases combined. 

Kronor 

Realestate-tax basew se seer yy OE OE a i eee ae ee 59. 52 
Tneome=ta xi DASe tts tye tt a8 ok ee a a ee hee 15. 00 

WPotalGa x yD ase es a ee INNS 2 ls LET i a 74. 52 

74.52 times 8.0=596.16 kronor communal income-real estate tax. 
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PROVINCIAL COUNCIL TAX 

This tax is computed by applying the provincial council tax rate 
of 1.7 to the tax base of the communal income-real estate tax. 

74.52 times 1.7 equal 126.68 kronor provincial council tax. 

ASSIZE DIVISION TAX 

This tax is determined by applying the assize division tax rate of 
0.008 to the tax base of the communal income-real estate tax. 

74.52 times 0.008 equal 0.60 kronor assize division tax. 

ROAD TAX 

This tax is determined by applying the road tax rate of 0.20 to the 
vaefyrk. 

Vagfyrk 

Real-estate part of road-tax base, cee oe CQURA he tir UN RT others 1, 368 

Income part of road-tax base, Loe SQUALL Ay RN Let ip MeN A 100 

Motaleroa daca ase! fs se ete NN ORS ATS UR hat Siar a ROE ea Le 1, 468 

1,468 times 0.20 equal 293.60 kronor road tax. 

FOREST EXCISE TAX 

This tax is computed by applying the forest excise tax rate of 2.0 
to the tax base, which is the stumpage value of timber cut divided 
by 100. Since the actual stumpage value is not available, it is 
assumed to be 9,100 kronor, which is the normal gross yield of the 
property. 

9,100 
“100 times 2.0 equal 182.00 kronor forest excise tax. 

FOREST CONSERVATION FEE 

This fee is computed by applying the forest conservation fee rate 
of 1.3 to the tax base of the forest excise tax. 

a times 1.3 equal 118.30 kronor forest conservation fee. 

NATIONAL INCOME-PROPERTY TAX 

CoMPUTATION OF TAXABLE AMOUNT 
Kronor 

Netmincomestromysale of timbers: 26.2522 fo ee ae ae , 000 

One-sixtieth of assessed value of forest land and growing forest, ane 00% 2, 280 

10, 280 
Less personal exemption (double exemption for communal tax)__-_-__- 3, 000 

Ra malole arm @ uinbese heya ples reyes Lo emee ily BU helpar aL ya See ah ES A Ragin pan 7, 280 

COMPUTATION OF TAX 

Progression is secured by applying progressive rates to the taxable 
amount to arrive at the tax base. The tax is computed by applying 
a flat rate, 1.45, to the tax base. 

MaxgbaseavecoUr times O03 equals 3 0.022. .2. 252 2 Sel eee oe ie 218. 40 
218.40 times 1.45 equal 316.68 kronor national income-property tax. 
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COMMUNAL PROGRESSIVE TAX 

The base for this tax is likewise determined by applying progressive 
rates (in this case 0.005) to that part of the taxable amount (for the 
national income-property tax) above 3,000 kronor and dividing this 
result by 100. The tax is computed by applying the sum of the 
communal, parish, and school-district tax rates, or 8.0, to the tax 
base so computed. 

Kronor 

ol Ys 2¥] 0) Caves a (0), 80 0H imeem OR OR J AVE Nc as ald RNs elena ey aM UT Hill celal alta sy Nate 7, 280 
Less exempt minimum eva. See ehe 2k lees aids EE, Serene a as Ee 3, 000 

Ni@tGaxar lo] G iexrra 0 Ware aU a oT el cpg 4, 280 

Tax base, feet mes 0.000 Gea Ces Res COL Re Ne 2 I 0. 214 
0.214 times 8.0 equal 1.71 kronor communal progressive tax. 

EQUALIZATION TAX 

The base for this tax is one-third of the tax base for the communal 
progressive tax. The tax is determined by applying a flat rate for the 
entire country to this equalization tax base. ‘This tax has been 
eliminated from this example because its amount is very small. 

The total amount of the taxes paid by the owner of this property 
in 1928 were as follows: 

Communal income-real estate tax____________-_------ 596. 16 kr. ($159.77) 
INationalincome-property: tax. oes oe eee 316. 68 kr. ($84.87) 
Jas ova We FFs pela ful ML NG NOM pad ancuM ce ee a Lolly aC lai 8 sol WA fle ea upon 293. 60 kr. ($78.68) 
Horestiexcise taxi: iil ieee ere ONE. ks SERGE CYUat omit pn tiek ek 182. 00 kr. ($48.77) 
IPT OWARVCT ALY COUTICUL Ua Wes ee CON ee ag 126. 68 kr. ($33.95) 
Horest conservation fees 2 2s oe es Lali Dy Nien nd eae 118. 30 kr. ($31.70) 
Wommimalvprogressl Veta. 1i een gana fos Lape ek ne eeeney 1. 71 kr. ($0.46) 
IASSIZO! GIVASIOIN Cayo tos aes aki CAEN SEA te 0. 60 kr. ($0.16) 

gf) oy UE Me een A Rh Orta Ce a hie ee 1, 635. 73 kr. ($438.36) 

The total taxes on the forest part of the property were thus 4 kronor 
per hectare ($0.44 per acre) of productive forest land. 

In order to place this example on a comparable basis with others in 
this part, it is necessary to deduct the income taxes and the forest 
conservation fee (a special assessment) from the above amount. 
These amount to the following: 

National income tax (assuming exemption distributed 
proportionately between income and property parts of 
Ease Foy E'S) ease ea Ng ae a A Lt Na 246. 43 kr. ($66.04) 

Communal income stax .o0% seo iy Waleed eee 2 eae 165. 62 kr. ($44.39) 
APN Ah RENO SUA gt 2 0 A 118. 30 kr. ($31.70) 

Behe Oy AS BN Ae a Docc Rn eg) CORRS abt aN We A EAN SCS 530. 35 kr. ($142.13) 

Subtracting this amount from the total taxes leaves 1,105.38 kronor 
($296.23) as the total property taxes (including the forest excise, 
which is actually levied for the purpose of making up a deficiency in 
the property tax). These taxes amount to 2.8 kronor per hectare 
($0.30 per acre) of productive forest land. ‘These property taxes 
amount to about 12 percent of the net income of 8,952 kr. ($2,400), 
which income is fairly indicative of the normal net income from this 
forest, and to about 0.8 percent of the assessed value of 136,800 kronor 
($36,700). 
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EFFECT OF TAXATION ON THE PRACTICE OF FORESTRY 

There appears to be general satisfaction with the Swedish tax 
system as applied to forests, in spite of the complicated method of 
determining income and value, and of calculating the various taxes. 
The deferred nature of forest income is recognized in the communal 
income-real estate tax. The law stipulates that the tax base for forest 
erowing stock be a smaller portion of the assessed value than for other 
property. For most other kinds of property, including forest land, 
the tax base is 0.06 percent of the assessed value, but for forest 
erowing stock the tax base is 0.04 percent of the assessed value. In - 
order to compensate for this reduced annual taxation of the growing 
stock, a forest excise tax is levied on the stumpage value of timber cut. 
The excise tax rate amounts to one-fourth of the current 5-year 
average communal income-real estate tax rate. This tax favors the 
building up of an adequate growing stock since it is relatively lightest 
in respect to forests with the lowest ratios of volume cut to volume 
on hand. 

NORWAY * 

GOVERNMENTAL AND TAX STRUCTURE 

The Kingdom of Norway is located in the western portion of the 
Scandinavian Peninsula. It. covers a land area of 120,000 square 
miles, and has a population (1928) of 2,811,000, of which approxi- 
mately 2,000,000 (72 percent) live in the rural districts (280, pp. 3-4). 

For purposes of civil administration the country is divided into 20 
provinces or districts (fylke), of which 2 are city provinces (Oslo and 
Bergen). The rural section is divided into 675 rural communes 
(herreder) and 65 urban communes (bykommuner). There are also 
753 districts for purposes of tax collection which are superimposed 
upon the communes. The communes include within their boundaries 
1,016 parishes, 766 school districts, and 800 districts for the care of 
the poor (280, p. 1). 

The tax structure may best be described by showing the place of the 
various kinds of taxes in the entire tax system of the National Govern- 
ment, the provinces (districts), and the communes. The taxes levied 
by the Norwegian National Government for the fiscal year 1927-28 
were as shown in table 142 (280, pp. 206-207). 

) TaBue 142.—Tazes levied by the Norwegian National Government, 1927-28 

Amount of levy 

Tax 
Kroner ! Dollars 

Income and property taxes: 
Ordinary income and property tax_...------.--------------------------- 89, 988, 000 24, 117, 000 
HM xtraordinany/ Property; tax. sas oes ee ls ee ee ee 12, 538, 000 3, 360, 000 

A NOY aa es AU SR ARS A PS ISAS SL ly A RC alee ee i coe Ma ln ye CN ae 102, 526, 000 27, 477, 000 

Consumption taxes: 
CUSTOINS sree eee ta eew erat erat dee ae NL Se NM yo! OU) ee ee oe 118, 376, 000 31, 725, 000 
Other-consumptionitaxesseer ss. es ce a Wee ee So eee 92, 350, 000 24, 750, 000 

OT OU cl eae See Me LEI CH aie Hee ey bari peer Ln AL Pe Me 210, 726, 000 56, 475, 000 

Other taxes and dues (including inheritance tax and departmental and legal 
CED Yoo a a hg eh a A UI INI gD EE 22, 675, 000 6, 077, 000 

Granditotalesems ke we Ae Oe ie el Sn ae OE ee ee 335, 927, 000 90, 029, 000 

1 The converting factor used is $0.26799, which is the gold parity value (in 1933) of the Norwegian krone. 

61 See footnote 47 on p. 493. 
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The tax levies of the Norwegian Provinces (districts) in 1927-28 
are given in table 143 (280, pp. 206-207). 

TABLE 143.—Tazes levied by the Norwegian Provinces, 1927-28 

Amount of levy 

Tax 

Kroner Dollars 

Real estate itaxs Ses 2h ee oe ee a ee eS ee 3, 400, 000 911, 000 
Repartition tax levied/on\ commun esas ss ee 30, 132, 000 8, 075, 000 

Ro Gall es a SN a eae ee em 33, 532, 000 8, 986, 000 

In the same year the rural communes levied the following taxes 
(table 144) (280, pp. 206-207). 

TaBLE 144.—Tazes levied by Norwegian rural communes, 1927-28 

Amount of levy 

Tax a 
Kroner Dollars 

Realestate sta xe eS ae a a ee Oe eee 1, 559, C00 418, 000 
IBTODOTUY aX a hs Ph a Es ee er Nee el eae ee 18, 131, 000 4, 859, G00 
Incomettaxce 0h. 22S See ee EE Bae ee ee Sse eee cee ee 120, 009, 000 32, 162, 000 
Dnestand fees ELS ee a ee eae es ee ee 2, 168, 600 581, 000 
Repartition payMenes: DyzSCHOOlGISERI CES See eee 522, 000 140, 060 
Contributions by industrial enterprises: 

School administration 23222 2 2 ee ee ee ae ee 124, 000 33, 000 
IPGOETOMELES 2 SRE I OEM ie REE See ry ee ead OP em le ar ee 64, G00 17, 000 

cA Io) 2 (ae Mis Ne ene Sd ee Me ol aN an ee NS NES) aE ay a Sue fe 142, 577, 000 38, 210, 000 

THE ECONOMIC IMPORTANCE OF FORESTS 

Norway has 18,500,000 acres of productive forest land. This is 
24 percent of the total land area of the country, 77,000,000 acres. 
Approximately 70 percent of the forest land is in conifers and the 
remainder in hardwoods (280, p. 49). The distribution of the forest 
area with respect to ownership i is given in table 145. 

TaBLE 145.—Area of Norwegian forests by type of ownership } 

Area 

Type of ownership 

1,000 1,000 acres | Percent 
hectares 

Public forests: 
INS biOn aISTOTeStS Saye a ee A A ee ie 2 en ee ee 764 1, 890 10. 2 
National inubliciorests see eee ee ee ee eee 227 560 3.0 
Horestsiolthe educationalefund=2 see ere 71 176 .9 
Communaleforests2es ee ee eee 223 550 3.0 
Communalspublictiorests too en ee eee 178 438 2.4 
LOIN L-OWAICLS Dip) sl OLCSES Scere ee en ep | 69 171 9 

ARCO P ATEN pe a Er OE nt ee SS Se REN ene a Oh 1, 532 3, 785 20. 4 

Private forests: | 
Owned byaind iva duals yes eee os ee ae Sa | 5, 321 13, 150 71.0 
Ownedibyicorporations 2 2 a eee ee | 632 1, 561 8.4 
Ownedsbysinstitutions sae. 2 eee eee | 15 37 uD 

NCO WE 5S ea AR, hee ee Ne | 5, 968 14, 748 79.6 

earn cSt ea es es Feet ata eat hn Lhe ta | 7, 500 | 18, 533 100. 0 

1 Source of data: From (£80, p. 49). 

ities ay Se eo a eet OS 

> 
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By the terms ‘‘national public forests’’, “communal public forests” 
and ‘‘joint-ownership forests” are meant the forest and grazing lands 
which, owing to their desolate character, had not been settled. After 
the country became united under one king, the Crown took possession 
of these lands and they later became known as ‘‘national public 
forests.’ The people of the surrounding countryside were granted 
easements in the forests, and when several national public forests were 
sold to the communes (communal public forests) and to private 
persons, the easement holders still retained their rights. A forest 
law of 1863 provided that the ownership rights to all former national 
public forests then in private ownership were to be divided between 
the nominal owner and the holders of easements, and such forests 
were to be known as “‘joint-ownership forests.’”’ The public owner 
of these forests is now generally a commune. 

The average forest property in Norway is only 153 acres (62 hec- 
tares) in area (280, p. 50). he distribution of the total number of 
properties by size is given in table 146. 

TaBLE 146.—Norwegian forest properties distributed according to area} 

Area class Forest properties 

Hectares Acres Number | Percent 

Less than DED eMail iL ex). SPN ove a8 WesssthanuG 22. ors i ee ee 17, 451 14.5 
DERE OL Os ties ae ates eis rae CLE SU MMe LOU GeO TON oes ater e ee eG ay ne eae 31, 252 25.9 
10 to I SSIS Pvt Bre eee 2 LE 2 ae Wile oa PAS NO a) A setae opis SUE Se Se tat 27, 327 22.6 
DORLOLOO Rete ee Lee a Beek G2p COP 2a esc. Cia eae at PE Sc eee ners eo 18, 499 15.3 
OGM EOC ea ae ee ape de CD RR ED 2 24 CON2A eo SE a ea ee 13, 679 11.3 
TUONO) 0) ee ee DATE CO) AGA 2 eh ace NEIL Meee a ers a 7, 281 6. 0 
JOO EOL DOO eee eee ee Lee oe ae AGA COME 23 Gis creche rae aie ee ae 3, 756 ah al 
HOOK ORE OO ON a5 Series ee eeiep iy eee ee | ISG ntOV 247 se en ee ee ene. ales 843 ot 
A OOOME ORD? OOO esses eee er a ae DEAT COVA IQA Die eae See a nN 329 .3 
IMO HORI PHONO) 8 Ss occ ooeseebossoae More than 40420) 1a lu Aaa 327 AS 

MA GY BSN ei ag a I i le Dn Ue Pe ay ee a) eee dy 120, 744 100. 0 

1 Source of data: From (280, p. 50). 

Forestry gave employment to 34,070 peopie in 1920, whle the 
wood-using industries employed 36, 307, and the paper-manufacturing 
industries, 19,244, a total of 89, 621. 

TAXES THAT AFFECT FOREST PROPERTY 

PROPERTY TAXES 

The Norwegian national property tax is based upon the actual sale 
value of the tangible and intangible property, less debts, as of January 
1 of the year in which the tax is to be paid. The assessments are 
made by assessment boards on information from the owners. 

There are different rates for the various groups of taxpayers. All 
corporations, domestic and foreign, pay a property tax ata flat rate 
of 0.2 percent. Other taxpayers pay at progressive rates, varying 
rom 0.03 percent for the first 10,000 kroner ($2,680) o: ’ property 
value to 0.6 percent for the value above 2,000,000 kroner ($536,000). 
Since the base for this tax includes the value of shares of stock in 
corporations, there is to this extent double taxation of corporate 
property. Property less than 5,000 kroner ($1,340) in value is 
exempt from this tax. Under certain conditions the property of a 
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enon may be tax free if it is less than 20,000 kroner ($5,360) in 
value 

The National Government also levies a temporary extraordinary 
tax on property above 125,000 kroner ($33,500) in value, if it belongs 
to a natural person or a decedent’s estate (rates from 0.4 to 3 percent), 
and on all property of any value if it is located in Norway and is 
owned by a oreign corporation (rate 0.5 percent). The receipts from 
this tax are to be set aside in a fund to be used for special purposes, 
such as repayment of certain debts, relief of unemployment, and loans 
to communes for emergency work. 

The greater part of the provincial revenues is derived from a levy 
on the various rural communes located within the province, or dis- 
trict, called the repartitional tax. This tax is proportionately dis- 
tributed on the basis of the assessed value of real estate and other 
property, as well as on the basis of population and is to be met as an 
ordinary communal expenditure. The rest of the provincial revenues 
come from the real-estate taxes. The real-estate taxes on farm, forest, 
and grazing properties are based upon the land register (cadastral) 
values determined in 1863. These values have not been brought up- 
to-date and, since the tax rates must be kept within certain limits, 
the tax burden is very light. The tax base for all other real estate 
is determined from assessments made every 5 years, and the burden 
is therefore greater. 

The rural communes also levy real-estate taxes. These are on the 
same basis as the provincial real-estate taxes just described. 
An additional property tax is also levied by the rural communes. 

This is based upon the property value after deduction of debts. 
The assessment is similar to that made for the national property tax. 
Small properties are usually tax exempt. The rates are proportional 
and are limited by law to a minimum of 0.1 percent and a maximum 
of 0.38 percent, but under exceptional conditions the upper limit may 
be raised to 0.4 percent. Although the property tax was intended 
merely to be supplementary to the income tax to secure a steady flow 
of revenues, the comparatively high present rates are a heavy burden 
upon property yield'ng a low return, such as forest property. 

The minor communes, such as parishes, school districts, poor ad- 
ministration districts, and road districts, may also add a levy to the 
ordinary communal real-estate and property taxes, but the increased 
tax rates must be kept within the limits mentioned above. 

INCOME TAXES 

The Norwegian national income tax is, in principle, a levy based 
on net income. Gross income general y includes all receipts during 
the tax year, except proceeds from bequests, gifts, life insurance, or 
contributions received from the National Government or from an 
institution distributing public funds for defraying costs of cultivating 
new land and erecting new farm buildings, etc. Profits from the sale 
of real estate or other property, except securities and all personal 
property be‘onging to the taxpayer’s dwelling or household, are 
included in gross income. If the transferred property was acquired 
as a gift, the value increment is the profit. If the property was 
acquired as a bequest within the previous 5 years, there is no taxable 
profit. 
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The income tax law contains certain important special provisions 
concerning the determination of income from certain sources, such 
as trading and similar enterprises, corporations, fisheries, and farm | 
and forest enterprises. 

Income from a corporation is the average net return for the last 
3 years. Corporate income is taxed both to the corporation and to 
the shareholders; to the former at a flat rate and to the latter at 
progressive rates. 

Income from farming is fixed at an assumed average for the last 
3 years. 

Income from a forest property is taken as an assumed annual 
return on the sale value of the property, except when the forest is 
bought for clear cutting, in which case the net return for the year is 
taxed (with a proportionate deduction for depletion of the part of 
the purchase price which is represented by the value of the timber 
felled during the year). In reality, therefore, the Norwegian tax on 
income from going forest properties is a property tax rather than a 
pure income tax. 

The law permits certain deductions from gross income to cover 
expenditures incurred for the determination, safeguarding, and main- 
tenance of the income, together with interest on debts, taxes, and 
certain losses and compulsory contributions. 
A citizen and resident of Norway is allowed to deduct for personal 

exemptions, depending on the number of persons whom he supports. 
If his income is less than 2,000 kroner ($536), he is not required to 
pay a tax. All other persons are subject to taxation on an income 
of 1,000 kroner ($268) or more. 

The rates of the income tax are variable. For domestic corpora- 
tions there is a flat rate of 6 percent; for mutual insurance companies, 
15 percent; for foreign corporations, 25 percent; and for shareholders 
living abroad, 20 percent. Savings banks and cooperative associa- 
tions pay at progressive rates ranging from 2 to 30 percent, while 
the rates for other taxpayers range from 1.8 to 45 percent. Corpora- 
tions are subject also to an income tax on that portion of their income 
which is not distributed among the shareholders as dividends. The 
rate is 10 percent. 

The rural communes also levy an income tax. This tax is based 
on net income, which is ascertained in the same manner as for the 
national income tax. Similar deductions for dependents are allowed 
as for the national i income tax, and usually there is an exempt mini- 
mum. The tax rate is limited to a maximum of 12 percent, but may, 
under certain conditions, be increased to 15 percent or more. 

Those communes which levy an ordinary income tax at a rate of 
10 percent or more may levy an extraordinary progressive tax on 
large incomes. Progression is achieved, not by increasing the tax 
rates, but by increasing the tax base of the ordinary tax for large 
incomes. For incomes above 12,000 kroner and not more than 
20,000 kroner ($3,220 to $5,360) the tax base is increased by 1 percent. 
This rate is increased progressively to 5 percent on incomes above 
150,000 kroner ($40,200). 
The minor communes, such as parishes, school districts, poor 

administration districts, and road ee) may also add a levy to 
the ordinary communal income tax, but the increased tax rates must 
be kept within the limits given above. 
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DEATH TAXES 

The Norwegian inheritance tax is payable on bequests and on 
gifts made in lieu of bequests. The rates are determined each year 
by the parliament (storting) and are progressive both with respect 
to the amount and to the degree of relationship between the testator 
and beneficiary. 

TAXATION OF PUBLICLY OWNED FORESTS 

Forests belonging to the national government and to the educa- 
tional fund are not exempt from communal taxes. The same applie- 
to national waterpowers, factories, and other plants which are unders 
taken for profit in excess of what serves the purpose of public utility. 
Forests belonging to a commune are not exempt from national taxes, 
and forests belonging to the Norges Bank are not exempt from 
communal taxes. 

EFFECT OF TAXATION ON THE PRACTICE OF FORESTRY 

The provision of the Norwegian income tax dealing with the taxa- 
tion of an assumed income from a forest property is of particular 
interest to the student of forest taxation. The clear cutting of forests 
is the exception rather than the rule in Norway; therefore most of the 
forests come under this provision. From the standpoint of the 
government, the main advantage claimed for the method of assumed 
income taxation is that it assures a fairly even and regular flow of 
revenue to the local governments in densely forested localities where 
forest property is the most important element in the tax base. The 
chief advantage to the forest owner is that he avoids the progression 
in rates which would pertain in certain years if the net income were 
taxed when it is actually received. His taxes are also fairly uniform 
from year to year, so that he may base his calculations for the near 
future on present taxes, giving a practical basis for the calculations 
necessary for the purchase or sale of forest properties. The assess- 
ment also serves as a guide in settling estates. 

In spite of the apparent advantages of this system, both to the 
governments and to the owner, it has not been a success in recent 
years. ‘The reason is that obscurely written laws with vague defini- 
tions of vital concepts, such as what constitutes taxable income, leave 
full opportunity for the application of widely divergent interpreta- 
tions by the various tax boards. 

The main requisite for the success of tax methods based on assumed 
income is that the assessment be properly made. In Norway the tax 
boards which do the assessing are usually made up of political ap- 
pointees having but little or no knowledge or experience in forest 
valuation. The boards are given wide powers under the law and, 
since they are not always unbiased or well informed in making their 
assessments, there is a lack of uniformity in the tax burden resting 
on forest properties, not only as between individual taxpayers, but 
also as between districts. The wide choice of interest rates at which 
assumed income may be calculated (2 to 7 percent), coupled with the 
high tax rates levied by numerous districts, serve to increase these 
differences. 
A change was made in the tax law in 1930, the purpose of which 

was to improve assessments. It provides that a forest be assessed 

erat er ee re 

my ed _ a a ee ee ee a at Coreen - * en = eet alin sonal — ———————————SSSessssllllsss stents sss ss tsetse le le i tt tt tea 

sons 

< 



FOREST TAXATION IN THE UNITED STATES 509 

at the value it has as a sustained source of income under efficient 
management. Prior to the passage of this provision, it was claimed 
that forest assessments were often made on the basis of immediate 
realization of the timber value rather than on the basis of sustained 
production. This same section of the law also provides for regulations 
concerning the valuation of forest property, which have for their 
objective the securing of better assessments (279, p. 228). 

It is generally conceded in Norway, by State authorities, profes- 
sional foresters, and private individuals, that the taxation of income 
from forest property is best accomplished by means of a tax on income 
when actually realized. Yet the majority of the tax law committee 
of 1929, although stating that they agreed to that principle, recom- 
mended a tax law based, as in the existing law, on assumed income, 
but with the improvements passed in 1930 in the matter of assess- 
ments. 

The reason for the retention of the assumed-income principle is 
that the present precarious position of many communes prohibits any 
change in the tax system which may interrupt the steady flow of 
revenues from which to meet their heavy expenditures connected 
with the payment of interest on loans, repayment of debts, and other 
heavy costs. In Norway the welfare of the communes must take 
precedence over the welfare of the forest owner, just as generally the 
public interest in stable tax revenues takes precedence over the 
interest of any individual class of taxpayers. 

FINLAND” 

GOVERNMENTAL AND TAX STRUCTURE 

Finland is a sovereign republic with a central government, which is 
financed very largely by indirect taxes—principally customs duties— 
and by profits from State enterprises. Its ordinary receipts in recent 
years are given in table 147. As indicated in this table, direct taxes, 
practically all levied on either income or property, were about one- 
eighth of the ordinary gross revenue in 1928 and about one-seventh in 
1930. They are undoubtedly a much greater part of the net revenue. 
It should be noted that the income from national properties, which is 
a large item in the table, and the income from public services as well, 
represent the gross receipts and are consequently offset by correspond- 
ing expenditures. Therefore these items do not, like the other items 
in this table, represent revenues available for meeting the direct 
functions of the national government. 

TaBLE 147.—Ordinary revenue receipts by sources, national government of 
Finland,! 1928 and 1930 ? 

Source 1928 | 1930 

1,000 1,000 
National properties (lands, forests, railroads, buildings, | markkaa {1,000 dollars} markkaa_ | 1,000 dollars 

CanalSMeces) eames oy he ek i ee ee 1, 655, 559 41, 720 1, 458, 183 36, 746 
Direct taxes (chiefly on income and property) ----------- 566, 463 14, 275 604, 571 15, 235 
Indirect taxes (customs and excise)-__..-_-_-------_---- 1, 604, 655 40,437 | 1,615, 518 40, 711 
Miscellaneous taxes (stamps, etc.)--_.---_-------------- 306, 356 7, 720 212, 485 5, 355 
IRD IGISehivi COS ee eae ee ee 209, 950 5, 291 230, 313 5, 804 
Miscellaneousievenues. 2.222222 2s le ee 132, 708 3, 344 154, 377 | 3, 890 

ING eal Eee ree SEN clin a ie ee at ae eed Fe ee » 4, 475, 691 112,787 | 4, 275, 447 107, 741 

1 All conversions of the Finnish markka (SMX) in this section are at the 1933 par value in gold of $0.0252, 
2 Source of data: From (282, p. 247). 

82 The information in regard to forest taxation in Finland, unless otherwise mentioned, was obtained from 
Eino Saari, professor of forest economics, University of Helsingfors. 
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Finland is divided into nine administrative districts or Provinces 
(lini) which correspond somewhat to the New England counties. 
These Provinces are only administrative units of the Nation. They 
have no self-government nor any independent taxes or other sources 
of revenue. They have their expenditures, which are covered by 
contributions from state revenues. 

Local government in Finland is conducted by the communes 
(kunta) into which each Province is divided. These communes are 
self-zoverning and independent in finance. There are 533 country 
communes in addition to the city communes. These local units of 
government derive their tax revenues mainly from an income tax. 
Their revenues are sometimes supplemented by earnings of communal 
utilities. They own some farms and some forests, which also afford 
revenue. They also levy a sales tax on forest products used or sold 
commercially, which tax is being gradually abolished. 

Tax administration in Finland is largely in the hands of local boards. 
In each commune there are two separate taxing boards, communal and 
national. The members of the communal board are chosen by the 
communes; the members of the national board are chosen partly by 
the communes and partly by the governor of the Province. Both 
boards assess incomes, but the national board alone assesses properties. 

The boards mostly work independently, but the national board 
generally gets some information from the communal board, such as 
lists of persons subject to taxation. Many communes have employed 
forest and agricultural experts to classify their lands. The national 
boards demanded this information and it has now been settled that 
ae communal boards must give it, but the national boards must share 
the cost. 

Theoretically, the two boards can arrive at different assessments 
upon the same incomes; actually they are tending to use the same data 
and to arrive at consistent results. In some places, especially the 
cities, the two boards may have the same president. Sometimes also 
the two boards have the same offices and the same clerks, as in Helsing- 
fors. There is a movement to consolidate the two boards in the interest 
of economy and efficiency. 
There is no centralized control of the several national tax boards. 

However, in each Province there is a board of appeals. The national 
boards have the advantage of experts in tax accounting, who travel 
about and give advice but have no control. 

In every commune there is also an appeal board for communal 
taxes. From this board there is an appeal to the governor 

THE ECONOMIC IMPORTANCE OF FORESTS 

Forests are of utmost importance in the economic life of Finland. 
They cover nearly three-fourths of the land area of 132,500 square 
miles and are made accessible to commerce through the cheap and 
easy transportation afforded by the numerous lakes and rivers. Ac- 
cording to a forest survey completed in 1923, the total forest area is 
divided by ownership as follows: Private owners (individuals), 51 
percent; ordinary national lands, 38.9 percent; joint-stock companies, 
7.5 percent; national fief lands, 0.9 percent; ecclesiastical fief lands, 
1 percent; communes, 0.7 percent. For the productive forest land the 
corresponding proportions are 54.9, 34.3, 8, 1, 1.1, and 0.7 percent. 
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Consequently more than a half of the forest area is in the possession 
of individual owners, and of the productive forest land an even 
greater portion. The same survey showed a total growing stock of 
1,620,000,000 cubic meters (57,200,000,000 cubic feet) solid measure, 
bark included. The annual cut and consumption was estimated at 
about 40,000,000 cubic meters (1,400,000,000 cubic feet) (281). More 
recent studies have shown that increment and annual cut are fairly 
well balanced. 

In recent years exports of the forest industries, including pulp and 
paper, have amounted in value to about 85 percent of the total exports 
of the country (253, pp. 5-6). In 1927 these industries employed 47 
percent of all industrial workers and the output was valued at 
5,357,000,000 markkaa ($135,000,000). 

TAXES THAT AFFECT FOREST PROPERTY 

PROPERTY TAX 

The property tax is used for national revenue only. The law 
requires that the assessment shall be based on current prices, and the 
intention appears to be that market value as indicated by actual sales 
should govern. The national tax board in each commune is charged 
with making the assessment. In practice the assessments are difficult 
to determine and the results are generally unsatisfactory. The 
assessed values are likely to be low relative to actual values. They 
are reported to be very unequal as between communes, and to be 
influenced by the political complexion of the tax boards. A socialist 
majority on the board is likely to mean high assessments, while if 
landowners control the board the assessments are low. 

The tax rates are progressive, depending on the assessed value of 
the property owned by the individual taxpayer. In general, they are 
rather low, ranging from about 0.015 percent on small fortunes to a 
maximum of about 0.8 percent on large ownerships.® 

GENERAL INCOME TAXES 

Taxes on income are levied both by the communes and by the 
National Government. The administration of these taxes is handled 
by local tax boards, both communal and national, as previously 
described. The principles governing the determination of income are 
the same for both the communal and the national income taxes. 

The income tax is applied to forests not according to the actual 
income realized from the particular properties, but according to the 
general average net return of the Province from properties of the same 
soil quality. It is quite independent of the actual income obtained in 
any particular year. 

The first step in assessing the annual income of a forest property 
is the determination of its annual yield in wood volume based on the 
area of each site-quality class in the property being valued. This is 
done for each commune by a qualified forester using a general scheme 
of classification, in which five different site qualities are ordinarily 
recognized. To the area in each site-quality class is applied the 
appropriate average annual yield in cubic meters of solid wood volume 

83 Rates of 1926, calculated from a property tax table by property categories (282, p. 257). 
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(exclusive of bark), as fixed by law for the different broad forest 
regions. These yield figures are based on actual average experience 
rather than on normal possibility. The figures for southern Finland, 
the most productive forest region, range from 0.5 cubic meters per 
hectare (7 cubic feet per acre) for the poorest quality site, to 4.0 
cubic meters per hectare (57 cubic feet per acre) for the best quality 
site. The results obtained by multiplying the area in each site- 
quality class by the appropriate average annual yield are added to 
obtain the total annual yield of the forest in wood volume. This 
figure is independent of the condition or density of the particular 
forest, and does not necessarily represent the actual growth. It 
represents the growth that might be expected of a reasonably well 
stocked and managed forest on the site in question. 

The next step in assessing the income is to determine the average 
stumpage value, which is fixed by the communal taxation board, 
usually by zones. The zone prices reflect accessiblity and market 
conditions. 

Finally, the average stumpage value for the zone in which the 
property in question is located is applied to the yield in cubic meters 
to produce the gross yie dinmoney. Overhead and maintenance costs 
in accordance with the usual practice, estimated at an average figure 
per hectare for the district, are deducted in order to obtain the net 
annual yield in money. It is ev dent that this figure represents the 
return which might be expected from the soil in question under 
average conditions of management. If the owner by negligence or 
bad management fails to obtain this amount, his taxes are not reduced; 
but, on the other hand, if by diligence and-good management he 
realizes a greater income, his taxes are not thereby increased. 

The owners of forest lands as well as all others submit declarations 
of income on official forms. So far as forest lands are concerned, the 
only information required on these forms is the area by the several 
soil classes. One such personal declaration is required by the com- 
munal tax board and another by the national tax board in each com- 
mune, but there is little difference between them. The communal 
tax board examines the personal declaration and makes the assess- 
ment. The national tax board does likewise, but instead of making 
an independent calculation it usually accepts the assessment of the 
communal tax board. 

Checking the classification of the forest soils is not an.easy task 
for these local boards, and some of them have therefore employed 
professional foresters to make the classifications. Since 1932 an amend- 
ment to the law has required the communal taxation boards to send 
their findings in regard to the tax base to the governor of the Province, 
who is charged with making changes when necessary in order to make 
taxation more uniform. Itis the duty of the Forest Research Institute 
of the National Government to give advice to the governors in this 
connection. 

The assessed income from the forest is combined with the other 
income of the taxpayer from all sources as the base of the communal 
income tax. Certain exemptions are allowed, which vary in different 
communes, but after giving effect to these exemptions the rates of 
taxation are not progressive. The rates are devised to meet the 
community budget and vary rather widely in the different communes 
In the country communes they were mostly from 2 to 10 percent in 
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1927. Using the same year as an example, the total taxable income of 
the country communes was 6,332,000,000 markkaa ($160,000,000), and 
the tax was 417,000,000 markkaa ($11,000,000), an average rate of 
about 6.6 percent (282, p. 233). 

The national income tax rates are progressive, ranging from about 
0.5 percent to a maximum of 20 percent.™ 

SPECIAL COMMUNAL INCOME TAX 

Besides the regular communal income tax, there is a special tax on 
proceeds from disposition of forest products, including money receipts 
from the sale of such products, and the value of products used by the 
owner in connection with a separate enterprise, but not including the 
value of material used on the forest orfarm. This tax is a transitional 
measure, leading to the time when the communal taxation will be 
based entirely on normal net yield. It is being gradual y abandoned, 
by taking as the tax base each year a smaller part of the actual pro- 
ceeds. In 1923, 60 percent of the net proceeds was the base, and this 
percentage is being reduced 5 percent each year. Thus in 1930 the 
tax base was 25 percent of the net proceeds, and in 1935 it will dis- 
appear. The rate of this tax is the same as the regular communal 
income-tax rate. The gradual elimination of this tax means a real 
reduction in the tax burden on forests, though the communal tax rate 
on al taxable income may have to be increased somewhat to make up 
the loss in revenue. 

TAXATION OF PUBLICLY OWNED FORESTS 

Practically all of the public!y owned forests are held by the National 
Government. Communal! income taxes are paid on such forests to 
the rural communes in which they are located. Through 1932 these 
taxes were levied on only one-half of the income, and the income 
figure used for this purpose was the actual income from sa‘e of prod- 
ucts and from other sources and not the normal average income as in 
the case of private forests. The costs directly connected with the 
realization of income, as the expenses connected with making a timber 
sa'e, were deducted in determining the amount of the income subject 
to taxation, but the genera administrative expenses of the forest 
were not deducted. The law on this subject was amended in 1932, 
and since that year the actual income from sales is used as the basis 
for taxation of public forests in only three of the northernmost com- 
munes, and here the total actual! income instead of one-half of that 
sum is taxable. In all other communes, the average net annual income 
is now assessed in the same manner as a ready described for privately 
owned forests. However, only three-fourths of this assessed income 
is taxable, except that the National Government is authorized at its 
discretion to permit the communes to tax a higher portion or all of 
this assessed income. 

The national forests are ‘argely in the northern part of the country 
and are very unevenly distributed among the communes. ‘Therefore 
some communes get substantial revenue from taxes on national forests 
while others get little or nothing. In recent years taxes on national 
forests have amounted to about 5,000,000 SMK ($126,000) per year. 

& Rates ot 1926, calcu.ated from an income tax tabulation by income categories (282, p. 267). 

101285 °—35. 33 
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TAXATION OF A FARM WOODLOT 

The following is a hypothetical example of the application of the 
tax system to a farm woodlot located in the southern part of Finland. 
Assume that the farm in question inciudes a woodlot of 100 hectares, 

which has been classified by a forester according to the general classi- 
fication of the forest lands in the commune, as follows: 

Hectares Hectares 

@lasseb te Gs lc ek Sea a, ieee pee LO Gl ass pet or ea es al ae 10 
Gla ssi iss sane Weg hee ar Pic 1 eae 30 —— 
Olas Sr ies wl es 2 Se ire eee 40 ‘Petals: 2t x eyes Mer 15h ee eee 100 
CO SE SPiN AR a NERS Dip fs NE yd 10 

The above classification is based wholly on the quality of the soil 
and is independent of the actual stand. 

The average net return in quantity of timber (solid measure without 
bark) from the different soil qualities in this part of Finland is deter- 
mined by law (regardless of the actual growth in the individual case) 
as follows: 

Cubic meters Cubic meters 
per hectare per hectare 

(Cr ESS) ey Nii inl ae Nilaeircs See BEES Se A QiliClass 4k orek ie 0 dee ieee 1.0 
CO) PAs 4 ae © Seles oh ies a Rn aay Oo OE Class is ake: ce. per a= Sato <5 
CWlaisciSret rae er peel h eke a Tee 250 

The communal tax board is supposed to have determined the aver- 
age stumpage price per cubic meter for the zone in which this farm is 
located at 25 markkaa. Overhead and maintenance costs are a!so 
assumed to have been estimated by the board at 10 markkaa per hec- 
tare. Thus the net return in markkaa per hectare is determined for 
the different soil classes as in table 148. The net return of the whole 
wood.ot is then ca!culated as in table 149. 

TABLE 148.—Determination of net return per hectare, by soil classes } 

Overhead 
Stumpage . costs and |, 

Soil class Growth | price per Jota miele mainte- aigirolarn 
cubic meter| P& Rectare | nance cost | P& ectare 

per hectare 

Cubic 
meter Markkaa Markkea Markkaa Markkaa 

fe aera gegen Sees 8S nc Re Se RN Eom 4.0 25 100.0 10 90. G 
PARIS EO EOE SA ENED ie OPE Fae Clee CU ee RIE 3.0 25 75.0 10 65. 0 
Oe te at I Sh AE pes ge ee eh 2.0 25 50. 0 16 40.0 
LE Ip Ra la el a ab wh oe SRE eS td 1.0 25 25.0 10 15.0 
Ey UE SD ay oe 1 Le LOPS ee Nice eR SAS -& 25 19455 10 25 

1 Hypothetical example of forest taxation in Finland. 

TaBLE 149.—Determination of total net return, by soil classes } 

Area of | Net return Nee 
Soil class each per soil 

class hectare ap 

Hectare- Markkaa Markkaa 
10 90. 0 900 

Die Rek See PRESS ee seabed Rees 30 65. 0 1, 950 
Deh i Bh a a ee se 2 Bo ede a ge 40 40. 0 1, 600 
Go hee Se Eas SES hs SOE ee eee eA ne a ee. MA aS Bes eee eee 10 15.0 150 
Gus sces 8 AA eS Ae Bee See Bea hee Ue, bes Pe eet eee 10 2.5 25 

1 Hypothetical example of forest taxation in Finland. 
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It may also be assumed that in the year in question the owner 
of the farm sold timber on the stump for 5,000 SMK. If this hap- 
pened, say in 1930, then 25 percent of this sum must be added to 
the net return of the forest as calculated in table 149. This addi- 
tion is made only for the purpose of communal taxation, not for 
national taxation, and is a temporary measure even for communal 
taxation. 

If the net return from agriculture for the entire farm is 20,000 
markka and the taxable income from all other sources 5,000 markkaa, 
the total taxable income for communal purposes may then be sum- 
marized as follows: 

Markkaa 

Netereturnefrom HOrestny 2 4 Se On pO as Te ee Me ee 4, 625 
25 percent of the stumpage value of timber fellings__________________~_ M745) 
INetireturnefromaericulture: si hes Ei AEE, EM Ee ar 20, 000 
Othembtaxableyincomle S25 Oh VLG ess 2 ee ea aes ee pl ate) 5, 000 

SLRCOR EET Hohe Geog 22 Ye ISSIR IRD Weer CPN Renta fe eel nega Nhe a oy OR MEU Led 30, 750 

Specific exemptions allowed for communal taxation____-__________---- 4, 000 

Raxablesanno mint os ey ta) SE AY ba AEE Oe NTN gh A ee a ee 26, 750 

If the tax rate in the commune is 8 percent, the communal income 
tax payable by the farm owner will be 2,140 markkaa. 
Under the same assumptions the taxable income for purposes of 

the national income tax would be ca!culated as follows: 
Markkaa 

INGrTeCUEMerronmehones(ttmyynme ss 2 88h SOY Nae hE Pas So | Dee eee 4, 625 
INetarequiEneinomuacricultune st). 2 oa. Fae Se a 20, 000 
Wtheriuaxa ble MMCOMe nto aye falar a Nee nee eek ed De af Ce) appa ian 5, 000 

AR Gee Lig se Re eh ene a I MRR IPS OPRLSL THN es SEN Las | Dat oe Se 29, 625 

Specific exemptions allowed for national taxation________.------------ 5, 000 

MTearscraliol ea TAN OMUNIN Gp ee, PE N ee  N li th a ea ee 24, 625 

The tax corresponding to this income is 439 markkaa, calculated 
according to the progressive rates in effect in 1930. 

The property tax which the owner of the above farm must pay 
may be calculated on the basis of assumed values and debts as 
follows: 

Markkaa 

Nalneronthestorestuand andustanding, timbers 2 =)". 42) sae ae 200, 000 
Walreromotnentarming capitals... 222-2220) 222 ee eee eee 300, 000 
Oiirenvaxsblesproperty 2200) 2 kee ees Ee ee eee 50, 000 

ASG teal epee tek eb ak aM he a ye ahd 1 Np oh M8 i) ie i ls ie 550, 000 

VECICHHOMBRORIG CUS uote one ee ae cee ta, re he ee 50, 000 

Maalleramoumters ei yk)! ame he EE Cee Cee ee Ee Sere 500, 000 

The property tax in the above case would be 360 markkaa, calcu- 
lated according to the progressive rates in effect in 1930. 

To summarize, the total taxes paid on account of the farm wood- 
lot of 100 hectares (247 acres) having a capital value of 200,000 
markkaa ($5,040) and a hypothetical annual net return based on 
the quality of the soi of 4,625 markkaa ($117), plus an extraordinary 
income from timber cutting of 5,000 markkaa ($126) is as follows, 
assuming that the wood lot is taxed at the same rate as the owner’s 

r 
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entire property and income, and that specific deductions from the 
tax base are applied proportionately: 

625 Markkaa 

Regular communal income tax 30,7 50% PAS 8 0 Ppp eA ca a Napa bale 2 322 ($8) 

125 
Special communal income tax 30,750 DAO i ek 3) Uh ha TTL B8 ae aaa 78 ($2) 

439 
National income tax 29,625 ~ 4625 Well ass co Nea Ne /LY Ge NAT) Be MN 69 ($2) 

A 360 
National property tax 550,000 ZOO OOO: 5 sl aeeia eit Ie ANS as UR dee 131 ($3) 

AE Gee De ae aes CPU OE Je Lae AD TC na oe 600 ($15) 

On account of the progressive rates and specific deductions allowed 
in computing the above taxes, the result is open to considerable 
variation for the same wood lot, depending on the circumstances of 
the owner. If the special communal tax on property, a temporary 
device, be eliminated, the sum of the other taxes under the above 
assumptions would be 522 markkaa ($13), which is 11 percent of the 
net return from forestry. 

EFFECT OF TAXATION ON THE PRACTICE OF FORESTRY 

The property tax as applied in Finland is subject to the same 
theoretical disadvantage in the case of deferred-yield forests which 
has been demonstrated generally for this form of taxation (pt. 3). 
However, this tax is not a serious deterrent to forestry in Finland, 
partly because the rates are relatively low, being usually much less 
than 0.5 percent as against 1 to 3 percent in the United States. 
Furthermore, destructive cutting of private forest lands has been 
prevented by governmental control, so that in general private forests 
are in a productive state and excessive deferment of income is not 
necessary. 
The income tax, also, as it is based not on actual but on theoretical 

income and is payable annually like the property tax, might be a 
hardship to forests not yielding a regular income. However, ‘the rates 
appear to be moderate, and the organization of forests and farm wood- 
lots is such that this form of taxation is not unduly burdensome to 
forestry. 

The chief difficulties in connection with the taxation of forest lands 
in Finland come from defects in administration that affect all types 
of property. The difficulties in the determination of normal income 
and of property values have been only partly overcome. The local 
tax boards do not always rely on expert assistants but are influenced 
by the economic interests of the dominant political group. There is 
unnecessary duplication in tax administration on account of the 
requirement of separate returns for the communal and national 
income taxes and separate determination of the same facts by the two 
independent boards. ‘There is considerable variation in rates because 
of the different expenditures required in the several local districts to 
maintain necessary governmental services. Although these prob- 
lems are similar to those attending tax administration in the United 
States, there appears to be no forest-tax problem that is peculiar to 
forests alone, owing largely to the way in which private forest lands 
are owned and Ned 
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EUROPEAN EXPERIENCE AND ITS APPLICATION TO THE 
UNITED STATES 

It is evident that the tax situation in Europe has changed materially 
in recent years and that in most of the countries studied it is still 
undergoing more frequent alterations than normally occur. Every 
nation is laboring to carry a crushing load of public expenditures, and 
taxation is reacting adversely on industries of all kinds. The difficul- 
ties are aggravated by the exceptional pressure of the economic crisis, 
the effect of which was just beginning to be felt during the period when 
the field studies of European conditions were conducted. The precise 
nature of the difficulties which particularly relate to forestry vary in 
the different countries, and in general they are of a different nature 
from those encountered in the United States. 

The ordinary annual taxes in the European countries studied are 
based either on capital value or on an average or hypothetical income, 
taxes on actual income from forests not being generally employed, 
except as minor supplementary taxes or as progressive taxes on 
personal incomes. Contrary to the situation in the United States, 
these ordinary annual taxes on forests, prior to the recent economic 
crisis, were not regarded as a serious obstacle to forestry. There are 
three reasons for this favorable condition: 

(1) The forests in the countries studied are generally so organized 
and managed that income may be realized annually or at short 
intervals. This is particularly true of the large forests where the 
payment of taxes in advance of income would be most burdensome. 

(2) The methods of evaluating the tax base where real estate is 
involved are generally more favorable to forests than in the United 
States. Selling price is displaced by average money income or in- 
come capacity as the usual criterion of taxable value. There are, it 
is true, some exceptions. Where valuations are still made by local 
assessors without technical knowledge, there is complaint of inequality 
and uncertainty. As a rule, however, forests are assessed with a 
reasonable degree of accuracy according to their earning power as 
going enterprises, disregarding speculative possibilities and such value 
as may arise from prestige which their ownership confers or from any 
other satisfactions than money income. 

(3) There is relatively less dependence on annual real estate taxes 
than in the United States, and consequently the regular annual taxes 
on forest property as such have in general been at lower rates in pro- 
portion to income and value than are applied in this country. ‘There- 
fore, the effect of any tendency to discriminate against forestry as a 
land use in cases where a degree of income deferment i is necessary on 
account of the character and ownership of the forests is less serious 
than in the United States. 

As indicated before, the total weight of taxation in the European 
countries studied is anything but light. There is generally greater 
dependence than in the United States on the progressive personal 
income tax and on sales taxes. The tendency to rest heavily on these 
forms of taxation is favorable to forestry, since taxes based on net 
money income are automatically adjusted to the peculiarities of the 
forestry enterprise, and sales taxes, if applicable at all, are not burden- 
some because of the slow turn-over of capital in forestry. Heavy 
personal income taxes may have had the effect of altering or breaking 
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down the management policy in the case of estates containing exten- 
sive forest areas which have in the past been managed largely for 
private pleasure parks. Otherwise they have not had any important 
adverse effect on the practice of forestry. In Great Britain the arbi- 
trary character of income tax assessments and the insignificant place 
of forests in the tax base has facilitated the adoption of measures very 
favorable to forestry. 

The problems of forest taxation which were found to be most 
troublesome in some of the European countries relate to transfer and 
inheritance taxes. The continuity of private forest management, 
never too secure for reasons outside of taxation, is threatened by the 
necessity of raising substantial sums in cash to discharge tax habilities 
arising out of transfer or inheritance of forest property. It is only 
since the World War that the rates of these taxes have been sufh- 
ciently high to create these problems, and some progress has already 
Pa made toward mitigating the severity of these taxes in respect to 
orests. 
The tax systems of the countries studied generally recognize, in one 

way or another, the public interest in the maintenance of private 
forests. In the case of property taxes, this recognition often takes the 
form of favorable rules for tax valuation. In the case of taxes based 
on somewhat arbitrarily determined bases, the regulations generally 
are at least not unfavorable to forestry, and in Great Britain they 
were found to be favorable to the point of subsidizing forest planta- 
tions. The situation in respect to transfer and inheritance taxes, as 
pointed out above, is generally adverse to forestry, but is being im- 
proved. Again the most favorable treatment is accorded in Great 
Britain where the insignificant place of forests in the tax base permits 
adjustments which could not be granted in more heavily forested 
countries without serious loss to public revenues. 

None of the special forest-tax plans commonly advocated for 
application in the United States has been tried on a substantial scale 
in Kurope. Immature-timber exemption is allowed only as a tem- 
porary and exceptional measure, as in France, for the purpose of 
encouraging the establishment of new forests. In Sweden a minor 
adjustment for the excess burden of property taxes on deferred-yield 
forests is made by means of a reduction in annual taxes in combination 
with a severance tax. This reduction in annual taxes is accom- 
plished by reducing the base for the communal income-property tax 
and certain other local taxes by lowering the assessed value of the 
erowing stock by one-third. The severance tax, by means of which 
the owners of operating properties are made to recompense the public 
for this reduction, is known as ‘‘the forest excise tax.” It is imposed 
at a rate equal to one-fourth of a 5-year average of the local income 
tax rates. In Finland there is a temporary increase in the communal 
income tax based on the stumpage value of products cut during the 
current year. Nowhere among the countries studied is yield or 
stumpage value of forest products harvested used as the principal base 
for taxation except indirectly as it affects value or average annual net 
income. So far as known, severance or yield taxes are not used as a 
major part of the tax system in any country of the world where for- 
ests are of large commercial importance. In all of the countries 
studied forests must bear substantial annual taxes regardless of when 
income is realized. 
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None of the special forest tax plans which are recommended in 
part 12 of this report has any counterpart in European tax practice, 
with the exception of the differential timber tax. In certain Cantons 
of Switzerland, as already explained, forest property is assessed at a 
lower ratio to actual value than other rural real estate. The reduc- 
tion factor in these cases, so far as known, is not based specifically on 
the degree of income deferment which attaches to the very small 
private holdings. It appears to be rather an allowance in recognition 
of the legal and social obligations attached to forest ownership in 
Switzerland. However, the differentials used in these Cantons fall 
within the same range proposed for adoption in the United States, and 
the method tends to remove whatever tax disadvantages may be in- 
volved in maintaining these small forest holdings. 

European experience indicates clearly that the payment of sub- 
stantial annual taxes on forest property, regardless of the time when 
income is realized, is not of itself a serious obstacle to forestry. On 
the other hand, the tax systems of all the countries studied in one way 
or another recognize and make some allowance for the peculiar nature 
of forest property. 
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THE PROBLEM—CONDITIONS TO BE CORRECTED 

INTRODUCTION 

The preceding parts have dealt with the principal phases of taxa- 
tion as it affects forest property and the forest-growing enterprise 
and have presented the forest-tax problem in detail. Before pro- 
ceeding to a discussion of recommendations looking toward the solu- 
tion of this problem, it may be helpful to review in summary form the 
various conditions which need correction. 

The American tax system has proved a serious obstacle in the way 
of progressive forest management. Although income taxes, death 
taxes, and certain other taxes have some slight bearing on the forest- 
tax problem in this country, the property tax is the chief offender. 
This situation is in part the result of the destructive forest policies 
of the past. Skillfully organized forest properties yield annual or 
short-period incomes; but it takes time to develop such properties 
from badly overcut forests. The property tax, even assuming perfect 
administration in accordance with the law, places a disproportionate 
burden on property that does not yield a current income, and therefore 
on the heavily depleted forest lands that pzevail in the older forest 
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regions of the United States. This burden is one of the obstacles 
that stand in the way of organizing these cut-over and second-growth 
forests and of bringing them again to the point of yielding regular 
returns. Furthermore, the property tax is very far from perfectly 
administered, and the very great inequalities brought about by faulty 
assessment are especially discouraging. The uncertainty of the 
application of this tax casts a shadow on investment in a long-range 
enterprise like forestry, where practically all of the capital is in real 
estate. In the regions where large reserves of old-growth timber still 
remain, the opportunities for immediate establishment of annual 
sustained-yield forests are the best, and the inherent disadvantages 
of the property tax the least. But even where the situation is thus 
most favorable, the uncertainty as to future treatment of growing 
forests under this system places a premium on escape by destructive 
cutting of the timber and abandonment of the land. 

The unsuitability of the American property tax to the business of 
forest growing has been recognized for a generation or more. Various 
attempts to solve the problem have been made by a considerable 
number of State legislatures. These attempts have been directed 
towards (1) tax rebates or bounties, (2) tax exemptions, or (3) tax 
exemptions plus yield taxes. None of these lines of attack has proved 
successiul. The reasons for the discouraging results of the special 
forest-tax laws include the limited or optional application of these 
laws, red tape, lack of economic incentive to use land in the way 
required, and hesitation on the part of the owner to invite the special 
attention of the assessor by classification of certain property. 

Being predominantly concerned with the property tax, the problem 
of forest taxation in the United States is chiefly a matter of State 
and local, rather than Federal, taxation. In the following discussion, 
therefore, reference to other forms of State taxation, such as the income 
tax, death taxes, and the severance tax, and to the taxes imposed by 
the Federal Government will occupy a distinctly minor place; they 
will be discussed at the close of the treatment of the property tax. 

IMPERFECT OPERATION OF THE PROPERTY TAX 

The property tax, as it is found in every-day operation in the 
United States, is a very different thing from the ideal property tax 
contemplated by the spirit of our tax legislation. In studying its 
effects upon the American forests, it is the tax as it actually operates, 
rather than the theoretical ideal, that is of chief concern. As regards 
the adverse effects of taxation, it makes little difference whether these 
are due to the inherent nature of the property tax or are the results of 
imperfect administration, contrary to the spirit of the law and in 
violation of its letter. 

When, on the other hand, the solution of the problem is sought and 
the task of suggesting reform is faced, it becomes essential to dis- 
tincuish clearly between those conditions which are the consequences 
of imperfect or illegal administration and those which would follow 
even though the law were perfectly administered. So far as faulty 
administration appears to be the culprit, it becomes necessary to 
inquire to what extent such faulty administration is remediable. 
If the adverse effects prove to be due in part to the nature of the 
property tax rather than to its faulty administration, or if it appears 
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that a reasonable approach to perfection of administration is hopeless, 
attention must perforce be turned either to modification of the prop- 
erty tax or to other methods of taxation. 

For example, in connection with complaint against the excessive 
burden of taxation it is frequently claimed—and in many cases 
demonstrated—that forest property (especially cut-over land) is 
assessed for more than it is worth. Now this situation is no part of 
the theory of property taxation. It is not countenanced by either 
the spirit or the letter of the tax law. It is clearly illegal. The 
taxpayer is presumed always to have legal remedy against such 
illegal taxation; the courts must reduce an assessment that can be 
shown to be in excess of the value of the property. No change in 
the law is required to meet this condition. Question may still remain, 
however, whether in actual practice the recourse to the courts is 
sufficient protection. ‘The taxpayer may be ignorant; the legal proc- 
esses may be too cumbersome or expensive; values may be hard to. 
prove. Submission to the overassessment may appear the lesser of 
evils or may follow mere inertia. This may raise the question whether 
the struggle for a correct enforcement may after all be hopeless— 
whether the only escape is in some fundamental modification of the 
property tax or the substitution of a different tax method that offers 
hope of honest administration. This question applies, not only to 

- forest property, but to all other taxable property as well. 
There is another situation more common than the foregoing and 

more difficult to correct. As a general rule, most property is assessed 
at less than its true value. Very often it is found that forest property, 
especially cut-over land, while not assessed for more than its true 
value, is nevertheless assessed at a higher ratio to true value than 
other classes of property. ‘The result is, of course, an inequitable 
burden of taxation, which is clearly due to incorrect assessment 
rather than to any inherent weakness in the theory of the property 
tax. The remedy, however, is not so obvious as where property is 
actually assessed for more than its value. All assessments at less 
than true value are contrary to law, and the taxpayer who, being 
assessed at a higher level than his neighbor, takes his own assessment 
to court, may prove in the first instance only that he is himself 
assessed at less than the law requires. To prove that he is, never- 
theless, assessed more heavily than others and hence entitled to legal 
redress is a difficult and often hopeless task. ‘There can be no doubt 
that just and equal assessment can be obtained only when assess- 
ments are at full value, as the law requires. Enforcement of such 
legal assessment would go a long way to remove the adverse effects 
of the property tax. At the same time there may be question as to 
whether full-value assessment can ever be attained and, if not, 
whether it is worth while to seek to reform the administration of the 
property tax or whether the remedy must be found through substi- 
tution of other tax methods. Again this question affects, not only 
forest property, but all other taxable property as well. 

To cite still another example: The exploitation of mature timber 
is sometimes hastened by the action of assessors seeking to get all 
possible revenue for their county or town before the timber is removed. 
Timber owners frequently complain that it is a race between them- 
selves and the assessors, and that the owner’s only salvation is to 
remove his timber as rapidly as possible. Now it should be clear 
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enough that the theory of the property tax contemplates no such 
race between assessor and taxpayer to secure the maximum share of 
timber values. It is true that, in some cases, what amounts to the 
same result may come from a perfectly legal operation of the property 
tax. For example, in a district in which timber forms a predominant 
part of the tax base, the steady reduction of the tax base due to re- 
moval of timber may compel the local authorities to strive to meet 
public expenditures by constantly raising the tax rate upon the 
remaining taxable property. Provided all property were assessed at 
its true value, this operation would be quite legal and might never- 
theless furnish inducement to the timber owners to liquidate as 
rapidly as possible. In most cases the race between the assessor and 
the owner is evidence of improper assessment; either the assessor is 
overvaluing the timber or he is pushing up its assessment out of 
proportion to the assessment of other classes of property. In general, 

.the remedy for this situation lies in correct assessment under the 
property tax or, where this still leaves a burden of taxation greater 
than can be borne, reduction in the cost of local government. 
The imperfections of the property tax have been disclosed by the 

evidence presented in previous parts of this report. In particular it 
has been shown that assessment—the heart of the property tax— 
falls short of the legal requirements. The pressure to reduce assess- 
ments seems to be too great for the local assessors to resist. They feel 
that assessment at less than true value reduces the number of com- 
plaints, since many taxpayers believe that because their assessments 
are below the legal level they are obtaining an advantage over their 
neighbors. These local assessors often either set minimum assessed 
values, or attempt to maintain a certain total valuation for a district, 
or make horizontal increases or decreases in the assessment for all 
property in a district or for some one class of property. These are all 
illegal devices serving to base the property tax on something other 
than value and to avoid the equitable distribution of the tax burden 
by means of the tax rate. The agencies for review and equalization 
are in most States ineffective. 

Not only is departure from the legal standard of assessment the 
general custom, but this departure is accompanied by erratic assess- 
ment of individual properties relative to the average assessment ratio ™ 
of the taxing district. In fact, it has been found that in general the 
ereater the departure from the legal standard of assessment, the greater 
the degree of variation among the assessment ratios of individual 
properties. Timberlands are assessed at decidedly different ratios of 
actual value in different taxing districts, sometimes being treated 
favorably and sometimes unfavorably. Wherever it is possible to 
segregate definitely a cut-over forest-land class, it was found to be 
heavily overassessed in comparison with other real estate. This 
overassessment of cut-over land is consistent with the general ten- 
dency, discovered by other investigators and confirmed by this 
study, to overassess properties of low price relative to those of high 
price. All of these inequalities in assessment, whether among indi- 
viduals, classes of property, or political subdivisions, result in cor- 
responding inequalities in the distribution of the tax burden, except 
that differences between political subdivisions are sometimes mitigated 
by equalization. 

55 The assessment ratio is the ratio, expressed as a percentage, of the assessed value to the true value (or 
whatevez fraction of true value is the statutory basis of assessment). 
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While all property is subject to the hazard of unequal assessment, 
investment in forest growing, where it is necessary to start with a 
forest in which there is a preponderance of recently cut-over land, is 
in a peculiarly dangerous position, because of the high proportion of 
the growing cost which is represented by taxes and because of the 
difficulty of withdrawing from the investment without loss until such 
times as the individual stands or trees reach sizes for which there is a 
profitable market. It is true that uncertainty as to the burden of 
future taxes arises in part from inability to predict what may be the 
future costs of government and what contributions may be obtained 
from other classes of property and other sources of revenue, but it 
results also from the arbitrary powers assumed by the assessors and 
the possibility—or even probability—of faulty or unlawful assess- 
ments. It is in the case of cut-over land or young timber that the 
opportunities for arbitrary and illegal assessment are greatest, and it 
is here that one finds, as a matter of fact, the most numerous and 
conspicuous examples of arbitrary discrimination and actual or rela- 
tive overassessment. As timber becomes older, its value is more 
easily checked. Thus the chance of overassessment gradually 
diminishes and the opportunity for arbitrary action by the assessor 
becomes less. 

INHERENT NATURE OF THE PROPERTY TAX 

Forests suffer not only from the property tax administration, but 
also from the inherent nature of the property tax itself. They are 
thus doubly hit. Even a perfect administration would not remove 
the inherent defects. This matter has been developed previously 
in part 3. Itis sufficient at this point merely to summarize this theo- 
retical analysis. The reader is reminded that, in this theoretical 
analysis, the technical terms employed (such as capital, income, net 
income, value, etc.) relate to the concepts of economic theory, which 
in certain cases are different from the terminology of business account- 
ng. These terms have been precisely defined in part 3, pages 39 
and 48. 

It has been demonstrated that the property tax takes a larger por- 
tion of the capitalized future net income from an investment whose 
income is deferred than from a capital instrument yielding a regular 
annual income equal to the interest on the capital. Thus a deferred- 
yield forest is overburdened under the property tax as compared with 
property yielding such regular annual income. The excess burden is 
greater the longer the period of deferment. This applies in particular 
to second-growth forests not yielding a current income and to old- 
growth forests held for future disposition. Periodic sustained-yield 
forests, in which the income cycle (period between receipt of principal 
incomes) i is longer than 1 year, are overburdened, but the amount of 
excess burden is not serious if the income cycle is relatively short, 
say up to 4 or 5 years. 

It has also been demonstrated that the property tax takes a smaller 
portion of the capitalized future net income from a capital instrument 
whose net income after taxes is greater than the interest, so that the 
capital is being exhausted, than from an investment yielding a regular 
annual net income after taxes equal to the interest on the capital. 
Thus an old-growth forest which is either being converted to sustained 
yield, necessitating a reduction in timber value, or which is being 
destructively exploited, receives favorable treatment from the 
property tax. 
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If taxes are wholly capitalized at the time of making the invest- 
ment, all of the above-mentioned inequalities are taken into account 
in the initial value of the capital for each type of investment. Thus, 
under this assumption, no injustice between the several owners 
could be charged. Nevertheless, the tax burden in the case of a 
deferred-yield investment is far more uncertain. The higher gov- 
ernmental equity in the deferred-yield property means that unforeseen 
changes in the tax rate have a greater effect on the equity remaining 
in private ownership. Also the value of land for the deferred-yield 
use becomes lower by reason of the higher tax burden. Therefore, 
land which would be used in deferred-yield forest enterprises might 
be more profitably employed at some other use. Forestry might 
have been the more profitable use had there been no property tax. 
In other words the property tax tends to increase the area of land 
that cannot be economically used, under private ownership, for 
crowing forests. | 

As stated before, skillfully organized forests yield annual or short- 
period incomes. A forest yielding an annual net income after taxes 
equal to the interest on the capital is treated by the property tax on a 
basis of equality with property generally. Also it is no more heavily 
burdened by the property tax than by an income, or net-yield tax 
(on both tangible and intangible incomes), at an equivalent rate, 
that is, a rate equal to the property tax rate divided by the sum of 
the interest rate and the property tax rate. However, the ordinary 
income tax is applied only to money income or other tangible income 
with a definite money value. To the extent that the value of an 
annual sustained-yield forest reflects intangible income in addition to 
money and other tangible income, the property tax would be in excess 
of the ordinary income tax. 

The above-mentioned situation is found in certain countries of 
Europe, where sustained-yield forestry is widely practiced under 
private ownership. There, forests are frequently valued not only 
for their money income, but for certain intangible benefits such as 
maintenance of social prestige and consciousness of public service 
through protecting watersheds, making the landscape more attrac- 
tive, and supplying the raw materials for permanent local industries. 
This intangible income would be reached by a property tax based on 
market value, but not by the usual income tax based on money income 
nor by any tax based on capitalization of money income at a rate 
established for property in general. The property tax is thus less 
favorable to sustained-yield forestry than any tax based directly or 
indirectly on money yield, if there are elements of intangible income. 
It may be argued that intangible income of this character ought to 
be taxed, since it is a part of the real income received by the owner; 
or that it ought not to be taxed, because the public derives peculiar 
benefits from private forestry, which it should accept as equivalent 
to a tax on the owner’s share of the intangible income. Seeking an 
answer to this question may well be deferred until sustained-yield 
forestry under private ownership is in effect on a substantial scale 
and the extent to which intangible income is received from such forests 
is determinable. 

The general principle that a deferred-yicld forest is overburdened 
under the perfectly administered property tax, as compared with an 
annual sustained-yield forest or with other property yielding a regular 

fl ! 
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annual income, applies to all speculatively held capital, such as min- 
eral reserves and vacant city lots. The extra burden of the property 
tax, over that of an income (net-yield) tax, depresses the value of 
speculatively held land. In this way the property tax discourages 
holding land out of use, and promotes the improvement of property 
so that it will give an annual income. This result, since it operates 
as a check on speculation in vacant city real estate, is generally con- 
sidered a desirable feature of the property tax. The same is not true 
with respect to the effect of the property tax on forest land. Under 
the existing conditions, the use of forest land which is mos: desirable 
from the public viewpoint usually involves deferment of income 
through withholding virgin timber from oversupplied markets or 
through developing an adequate growing stock in second-growth 
forests. ‘The property tax, by its depressing effect on the value of 
land not yielding a current income, discourages these desirable uses 
and favors the use of land for purposes other than forestry. Accord- 
ingly, public interest may dictate relief to the growing forest to the 
extent that deferment of yield is necessary, or to the old-growth 
forest withheld from cutting, while denying corresponding relief to 
the vacant city lot. 

LIMITED BASE OF THE PROPERTY TAX 

It is common knowledge that the property tax in modern times has 
broken down as regards intangible property and many, if not most, 
forms of tangible personal property. ‘This situation is basic in all 
discussions of property tax reform. ‘There is a considerable body of 
opinion which sees in this situation an unjust discrimination against 
real property and which assumes, as an obvious corollary, that justice re- 
quires bringing under the effective operation of the property tax all forms 
of property, intangible as well as tangible, personal as well asieal. The 
investigation of the theoretical and practical aspects of this question 
does not fall within the scope of this investigation, and this topic re- 
quires only brief mention at this point. Itissufficient for the present to 
note that so far as there may be soundness in this charge against the 
property tax, forest property is a party at interest. If, because of the 
failure of the property tax to reach intangibles and many forms of 
tangible personalty, real estate is bearing a disproportionate share 
of the cost of government, then forest property is a sufferer and has 
just cause to demand relief. As a matter of fact, the case against 
the property tax as thus stated is by no means established beyond 
question. ven if it were, the possibility of remedy along the lines 
suggested is extremely limited, and the historical precedent runs all 
the other way. This aspect of the matter will be discussed briefly 
in a later section of this part. 

The limited base of the property tax is due not only to its failure 
to reach intangibles and certain forms of tangible personalty, but 
also to its failure to reach many forms of real estate. HKxemption 
from taxation of public property, the property of churches, schools, 
hospitals, burying grounds, eleemosynary and social institutions of 
various kinds, portions of the property of ex-soldiers, new industries, 
and a host of other forms of real estate, or of real estate and personalty 
mixed, has raised an acute problem in many localities. It has been 
estimated that of the 176 billion dollars worth of real estate in the 
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United States in 1922, 20 billion, or 11 percent, was tax-exempt (2/3, 
p. 18). Moreover, the amount of exempt real estate has, during the 
past 50 years, been steadily increasing both absolutely and relatively. 

The exemption from the property tax of so large a part of the 
Nation’s real estate has become a problem of importance, affecting 
the revenues of the taxing jurisdictions and the weight of the burden 
upon such property as is not exempt. This is a problem which of 
course touches all classes of property, including the forests. There 
does not appear to have developed any very clear theory of tax 
exemption in the United States. Whatever the theory may be, 
there can be little doubt that much of the present exemption is with- 
out justification. To the extent that property now exempt could be 
restored to the tax list, there would be the possibility, at least, of 
reducing the burden upon property now taxed. So far as the forests 
are concerned, the effect of such change would of course be adverse 
in the case of forest property which is now exempt but would be favor- 
able to forests in general, which are now subject to the property tax. 
On the whole, there can be no doubt that the forests suffer along with 
other property generally through the exemption from taxation of 
so large a part of the total real estate of the United States. 

PREDOMINANCE OF THE PROPERTY TAX 

The property tax occupies a unique position in American State 
iti Thich it has held with remarkable 

tenacity during all the changes, economic and fiscal, which have 
taken place since colonial days. In spite of all these changes, and 
in spite of the recent development of a number of other sources of 
revenue, the property tax still remains the most important single 
source of State revenue, producing about one-fifth of the total reve- 
nues of all the States, and almost the sole reliance of the local govern- 
ments, producing more than three-quarters of their total revenues. 
The property tax in the United States is a heritage of colonial days, 
and there can be no doubt that this form of taxation was better 
suited to social and economic conditions in the eighteenth and early 
nireteenth centuries than to those which prevail today. A consider- 
able body of opinion holds that the American tax system is defective 
in thus leaning so heavily upon the property tax. If this is a defect, 
it follows that those forms of property which are subject to the 
property tax may be bearing an unjust burden, which would be 
relieved if the demands of government were met by wider use of 
other forms of taxation. Whether this reliance on the property tax 
actually is a defect in the American tax system, and precisely what 
would be the effect upon taxable property of a readjustment which 
would place greater reliance on other forms of taxation, are broad 
questions whose investigation is outside the scope of this inquiry. 
It need only be pointed out here that just so far as present reliance 
on the property tax places an unjust burden on property, to that extent 
forest property along with other property has ground for complaint. 
Obviously, it would be quite impossible to measure the extent to 
which forest property is today overburdened on this account. The 
possibilities of relief to forest property through development of other 
forms of revenue which might diminish the relative importance of the 
property tax will be discussed in a later section. 
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THE ABSOLUTE BURDEN OF TAXATION ON FORESTS 

The heavy burden of taxation which rests upon forests may be the 
result, not only of defects in the property tax, both inherent and 
administrative, but of causes which produce a heavy tax burden in 
general. In other words, it is conceivable that, even if the property 
tax were perfectly adjusted to the peculiarities of forestry and per- 
fectly adm nistered and the tax burden were equitably distributed, 
the taxes on forest property might in some places be greater than the 
traffic could bear. Where this has proved to be the case, the causes 
must be sought in the structure and functioning of local government. 

The high cost of government in many rural districts can be attrib- 
uted to a needless multiplicity of local governmental units, an ill- 
advised distribution of functions among the several jurisdictions, and 
inefficient administration. The existence of a multitude of counties, 
townships, school districts, and numerous special districts of one 
kind or another creates an army of public officials, multiplies overhead 
costs, and results in duplication of effort and diffusion of responsibility. 

The lack of balance between governmental obligations and the 
economic resources with which to support them introduces very great 
inequalities in tax burden. The distribution of functions frequently 
bears no relation to scope of benefit, ability to support, or economy of 
administration. Finally, the operation of governmentis largely in 
the hands of untrained officials using obsolete tools and working 
without supervision and without unity of purpose. Rural local 
government is, in the main, archaic and irresponsible and, as a 
consequence, inefficient and wasteful. There results a cost of govern- 
ment greater than is necessary to provide the service which govern- 
ment is rendering, with a correspondingly excessive burden of taxa- 
tion—upon all taxpayers. 

There is also the question whether many State and local govern- 
ments are furnishing functions which, however desirable they may be, 
are beyond the public’s means. A governmental service, no less 
than any enjovment which people purchase directly, may be beyond 
what the public can afford under present conditions. Even though 
the service be intrinsically useful, and even though it be furnished 
economically at the lowest possible cost, it may still not be worth 
what it costs. In such case, the resulting tax burden is excessive, to 
the extent that the people might obtain greater utility through spend- 
ing their money directly rather than paying it to government in the 
form of taxes. The resulting burden of taxation lacks the justification 
of corresponding public benefit. Here again all taxpayers are affected. 

In brief, forest enterprise may suffer adverse effects from a tax 
burden which is absolutely excessive, either because public functions 
are costing more than they should or because public functions are 
being furnished which the people cannot afford. 

OTHER TAXES 

It has by now been made sufficiently clear that the forest-taxation 
problem arises from the property tax almost exclusively. Certain 
other forms of taxation were dismissed in the introductory part of this 
report (p. 11) as having obviously no substantial bearing upon the 
subject of this investigation; these included business taxes, corporation 
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taxes, sales taxes, etc., and the Federal Government’s excise taxes and 
customs tariff. There remain only three types of taxation requiring 
brief treatment at this point. These are the general income tax, the 
death taxes, and the severance tax. 

GENERAL INCOME TAX 

By general income tax is meant an income tax levied upon income 
from substantially all sources, as distinguished from any form of 
income tax levied upon forest income exclusively. General personal 
income taxes are imposed (Jan. 1, 1933) by the Federal Government 
and by 20 States, of which 19 are sufficiently broad to include income 
from forestry. A few States tax incomes of corporations only. 

These income taxes are generally levied upon incomes only when 
actually realized in cash or its equivalent. This feature makes the 
income tax most appropriate to the business of forestry, since the 
amount of the tax and the time of its payment are automatically 
adjusted to the irregular character of the income which the unorganized 
forest properties of this country afford. There is no problem of tax 
payments in advance of a deferred income, no burden of interest upon 
taxes paid in absence of current income. The income tax in general 
involves no serious problem of forest taxation. 

It has been shown in an earlier part of this report (p. 406) that the 
provisions of the Federal income tax dealing with depletion of forest 
investments are not entirely correct from the viewpoint of strict logic. 
However, insistence upon a theoretically correct treatment would 
require difficult and burdensome accounting and would not generally 
be favorable to conservative forest management. The present treat- 
ment of depletion is satisfactory as a temporary arrangement during 
the period in which the chief money income from forests is either from 
destructive cutting or from more conservative operations which 
nevertheless involve material reduction in the existing wood capital. 

enever annual sustained-yield forests become more generally es- 
tablished, the Federal income tax should recognize methods of ac- 
counting for depletion more suitable to such forests. One such 
method would be to establish a depletion account for each part of 
the forest which constitutes a management unit. This account 
would be built up and depleted much as under the present regulations, 
except that it would be obligatory to treat all expenses of growing 
timber as capital. Another suitable method would dispense with the 
usual depletion deduction on the theory that an annual sustained- 
yield forest, on the whole, does not suffer depletion of capital. In 
that case, the normal expenses of regeneration and culture would be 
regarded as maintenance and written off annually. Either one of 
these two methods might be required, or the taxpayer might be given 
a choice between the two. 

The State income taxes present no new principles. Their rates 
are quitelow. Their purpose has generally been to relieve the burden 
of the property tax, and, while any absolute accomplishment in this 
direction may seldom be evident, so far as any such effect has been 
accomplished, either absolutely or through avoiding further increase - 
in the property tax burden, the result has been entirely favorable to 
forestry. In 11 of the 20 States with personal income tax laws, the 
receipts from this tax contribute directly to the support of local 
units of government or of the public-school system. 
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It should be noted that, from the public viewpoint, the irregulari- 
ties in yield of income taxes between different years make them ill- 
adapted as a principal source of income for meeting public revenue 
requirements. In years of depression revenues fall rapidly, and it is 
a hardship on the public to make up the losses by sharply increasing 
rates just when additional taxes are most burdensome. If income 
taxes are relied upon as the chief source of revenue for any unit of 
government, some plan is called for by which the sum available from 
this source each year may be stabilized by building up a reserve in 
years when the yield is heavy to be drawn upon in years when the 
yield is light. Such plans have been proposed but have never been 
tried (221). There may be no insuperable obstacle to the satisfactory 
solution of this problem for the larger units of government, but it is 
generally agreed that the income tax is not well adapted to the use 
of units smaller than the nation or a state of a federal government. 
However, there is nothing to prevent a state from using income tax 
revenues to relieve the local government units of some part of the 
burden of providing schools, roads, or other public services. The 
present tendency seems to be toward increased use of income taxes. 
This tendency is favorable to forestry so far as these taxes serve to 
reduce the property tax. 

DEATH TAXES 

Forest properties are, of course, subject to estate and inheritance 
taxes on the same basis as all other property making up the total 
estate of the decedent. The United States Government levies an 
estate tax, with progressive rates dependent on the amount of the 
entire estate. Death taxes are imposed in 47 States. In all but 
3 of these States they take the form of inheritance taxes, generally 
with progressive rates depending both on the amount of each dis- 
tributive share and on the degree of relationship of the several bene- 
ficiaries to the decedent. 

So far as concerns the obligation to contribute and the amount of 
the tax, forestry can have no grievance against any reasonable system 
of estate or inheritance taxation which treats forest preperty the 
same as other property in the estate. This is the case with all the 
American death taxes. There is, however, one feature of death 
taxation which may present a serious special problem to forest prop- 
erties. The death tax is a ta on capital, at rates much heavier than 
would be endurable under a property tax. On the other hand, the 
tax falls due, not annually, but only occasionally. This justifies 
relatively heavy rates, which may run quite high, especially when 
the estate is a large one. It frequently happens that the amount of 
tax due is in excess of the ealaille cash held by the estate, thus 
necessitating sale of some part of the property of the estate. This 
necessity may present a serious situation, sometimes forcing sale on 
an unfavorable market and frequently causing disruption of a business 
enterprise or loss of its control by the family or associates of the 
decedent. To these hazards forest estates are peculiarly liable. In 
the first place, not generally enjoying a regular annual income, there 
is difficulty in raising cash for payment of the tax. In the second 
place, the sale of part of the forest property, especially when it is on a 
sustained-yield basis or is being converted to such basis through 
erowth of the young stands, may have quite serious effects. Should 
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it happen that, through successive deaths, estate or inheritance taxes 
are exacted at comparatively close intervals, the effect upon the 
continuation of a forest enterprise may be disastrous. 

It should be noted that these results will generally occur only 
when the forest is closely held by one individual, or by a family, or 
by a small group of owners acting in close harmony. In such cir- 
cumstances, if the enterprise is unincorporated, there may be no way 
of raising the money to pay the tax except by selling a part of the 
forest. There may thus be loss from forcing the property on an 
unfavorable market, or—what is of more importance from the 
public viewpoint—the forest as a complete going enterprise may be 
dismembered. If the enterprise is incorporated, the death tax falls, 
of course, not on the corporation, but on the estate of the decedent 
stockholder. It may be necessary to sell some of the stock in order 
to pay the tax. While this may not cause a physical breaking up of 
the forest enterprise, it may result in loss of control by those who 
formerly planned and managed the enterprise and so lead to material 
change in management. Of course in the case of a forest enterprise 
that 1s incorporated with stock widely scattered, death taxes on the 
separate stockholders will generally have a negligible effect on the 
management of the property. 

In short, while death taxation does not actually impose an unrea- 
sonable burden on forest property or seriously affect the development 
of forestry in the ordinary run of cases, it does carry the potential 
power to cause dismemberment of a going forest enterprise. To 
that extent, the death taxes present a problem of real public concern. 

SEVERANCE TAXES 

The term ‘‘severance tax’’ is a collective one embracing any one 
of several types of tax applied specifically to natural resources, such 
as minerals, gas, oil, timber, and the like, at the time of their severance 
from the state of nature. Whatever the form of tax it will fall into 
one or the other and sometimes both of two general categories,namely, 
those levied, in whole or in part, in lieu of the ordinary property tax 
and those levied in addition to it. The forest-yield tax, so called, 
belongs to the first class and is elsewhere discussed in detail. Accord- 
ingly, only those of the second class, which are levied in addition to 
the property tax, need notice here. While there are several States 
which levy this kind of severance tax on their natural resources, only 
two include timber—Arkansas and Louisiana. 

The chief weakness of the severance tax as an addition to the 
property tax is that the conditions which appear to justify this form 
of taxation are not universally present, at least not in the case of 
forests. In an undeveloped region where the property tax burden is 
well under that which property in general is normally called upon to 
bear, the additional contribution of the severance tax may be reason- 
able. If the resource is being destructively exploited, regardless of 
location, this tax may be justified on the grounds that the resource is 
being removed from the property tax base and that the depletion of 
the capital automatically lightens the burden of the property tax. No 
exception to this justification seems to be called for in the case of 
timber, either old or second-growth, simply because it is a renewable 
resource. The fact that it is being cut destructively means that any 
renewal that takes place will be fortuitous and almost inevitably of 
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inferior quality and of slow development. For a long time, therefore, 
the property will be able to contribute little or nothing in taxes to the 
support of community functions, if, indeed, it does not involve the 
community in heavy protection expenses in ‘order to prevent it from 
becoming a menace to other property. However it hardly seems prac- 
ticable from the administrative viewpoint to distinguish, in levying a 
severance tax, between undeveloped regions with abnormally low 
property tax and developed regions where the property tax burden is 
normal, or between forests which are being operated destructively and 
those where a satisfactory degree of productivity is being maintained. 
The severance tax laws in the two States which have been mentioned 
do not attempt to make such a distinction and consequently impose 
an unjustifiable added burden on those forests which are being con- 
servatively managed and which are subject to a normal property tax. 

TAXATION IN THE BROAD FORESTRY PROBLEM 

INTRODUCTION 

In the foregoing sections the forest-tax problem has been outlined 
by showing the adverse effects of the existing tax system upon forest 
property and forest-growing enterprise. Progress toward the correc- 
tion of these adverse conditions requires at the outset a clear under- 
standing of the place of taxation in the entire forestry problem. 
Clearly there is an American forestry problem—of which taxation is 
an important part. Just as clearly, taxation is not the whole problem. 
To set forth the actual place of taxation in this problem is the purpose 
of the present section of this report. 

Since the property tax has been shown to be inherently unfavorable 
to deferred-yield property, this report is especially concerned with 
forests which do not promise an immediate annual yield. This phase 
of the problem is important because of the large area of forest land in 
the United States which has been so heavily cut over that normal 
productivity cannot be restored without a period of income deferment. 
There is no intention to minimize the desirability, from all viewpoints, 
of so organizing forests that they will produce a regular annual income 
wherever that is practicable. 

The forest problem naturally divides itself into two main parts, 
concerning respectively old-growth forests and second-growth forests 
together with denuded or other lands that are available for refores- 
tation. 

OLD-GROWTH FORESTS 

Old-growth forests present to their owners the choice of three prin- 
cipal management policies. (1) The forest may be cut without any 
effort to get regeneration or to maintain a forest-growing enterprise; 
that is, it may be operated destructively. (2) The forest may be cut 
in such a way as to insure its continued productiveness. Such con- 
servative operation may involve conversion to sustained yield, either 
annual or periodic. (8) The forest may be merely held intact for 
future sale or cutting. The public has a vital interest in the treat- 
ment of the Nation’s resources of old-growth forests and is concerned 
with taxation insofar as it is an influence in determining that treat- 
ment. Itis therefore essential to analyze the factors which determine 
an owner’s decisions regarding forest management and to put taxation 
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in its proper place among such factors. In the earlier discussions 
(pt. 7), opinion, evidence, and theory have been presented bearing 
upon this matter. 

It may be assumed that the timber owner will generally be guided 
by the desire to make the maximum profit or suffer the minimum loss. 
Setting aside, for the moment, the possibility of management for con- 
tinuous production, the decision whether to cut now or at some future 
time will depend upon whether the future yield is expected to be greater 
or less than the sum of the present realizable yield plus all carrying 
charges to such future date. As a general proposition, all carrying 
charges are alike in their effect upon the policy of the timber owner. 
It is the total of the carrying charges which, in relation to the present 
realizable value and the value to be realized at some future time, 
determine whether timber should be cut now or later. In this total, 
the several items are of relative importance simply in proportion to 
their respective amounts. Among the important carrying charges, 
interest ordinarily stands first. Then comes taxation. Other items, 
such as protection and admininistration, are generally of distinctly 
minor importance. Data already presented (p. 262), from a good sam- 
ple of timber properties in Oregon and Washington, show interest as 64 
percent of the total carrying charges, taxes as 32 percent, and all other 
carrying charges as 4 percent. It should be clearly understood that, 
as a carrying charge affecting cutting policy, interest is not the interest 
which must be paid for borrowed capital, nor even the interest on the 
investment which the owner has made in the property; it is the total 
interest which might be earned on the present realizable value. The 
interest rate used here, as in other parts of this report, is 3 percent, an 
approximation to the tax- free, risk-free rate. It is assumed that risk, 
which is so often allowed for in business calculations by an addition to 
the interest rate, will be taken care of by reducing the estimated net 
returns from the enterprise to a risk-free basis. 

This analysis may be clarified by a simple mathematical example. 
Suppose the owner estimates that , by immediate destructive cutting, a 
given forest might yield a present return of $100,000. By postponing 
the exploitation to a future date, say 10 years hence: the owner will 
sacrifice (1) interest, compounded annually on $100, 000 for 10 years, 
say at 3 percent, being $34,392; (2) taxes, perhaps at the rate of 1.5 
percent a year on the value of $100,000, ameunting with interest at 3 
percent in 10 years to $17,196; and (8) other carrying charges of, say, 
$500 per year, which amount, likewise with interest, to $5,732 at the 
time of future cutting. If the owner believes that the value to be 
realized by cutting 10. years hence will be more than $157,320 ($100,- 
000 + $34, 392+$17, 19685, 732), he will decide to postpone cutting. 
If the expected value is less than $157,320, he will decide to cut. If 
the assessed va ue, and consequently the taxes, increased as the value 
of the property increased, as required under a correct application of the 
property tax, the tax charge would be $21,317 rather than $17,196. 
In this case, the value at the end of the period must be more than 
$161,441 in order to justify postponing the cut. 

The several carrying charges may be expressed as percentages of the 
value of the forest from year to year. Thus, suppose interest is 3 
percent, taxes 1.5 percent, and all other carrying charges 0.5 percent, 
total, 5 percent. Then if it is expected that the realizable value will 
increase from year to year at a rate greater than 5 percent, it will be 
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unprofitable to cut, otherwise the decision will be for immediate exploi- 
tation. 
It is an obvious corollary from the foregoing principles that what 

controls the owner’s decision as to the time of cutting is future carrying 
charges, not costs already incurred. Past costs—original purchase 
price, interest on the investment, taxes already paid—have nothing 
to do with the question. All that is water over the dam. In the 
example just assumed, it may be that the original cost of the forest, 
with all carrying charges to date, is $125,000. ‘The venture has thus 
been a losing one. But whichever cutting date is the more profitable, 
as determined by future carrying charges, will still be the one chosen. 
There will be a loss, of course, but a different decision would simply 
mean a larger loss. On the other hand, if the total cost to date were 
only $50,000, the choice of when to cut would be thesame. A profit is 
to be obtained in any event; the cutting date chosen will be that which 
offers the maximum profit. 

The foregoing analysis may be given a special application by assum- 
ing that all other carrying charges, such as interest, protection, and 
administration are fixed, as to a considerable extent they actually 
are—interest at the prevailing market rate, and the other charges by 
conditions not subject to much control. Inquiry may then be made 
as to the effect of changes in taxation. Referring again to the above 
mathematical example, suppose that all available information indi- 
cates a probable increase in the realizab!e value at the rate of 4.8 percent. 
The owner will choose to cut at once. Butif the tax rate were reduced 
from 1.5 percent to 1 percent, making the total carrying charges only 
4.5 percent, the decision would be reversed. Again, if the expected 
rate of increase in realizable value were 5.2 percent, it would be profit- 
able to postpone cutting. If now the tax rate were increased to 2 per- 
cent, making the total carrying charges 5.5 percent, the owner would 
decide upon immediate cutting. Taxation may thus, under certain 
circumstances, be the controlling factor in determining the time of 
cutting. But its influence operates only within definite limits. If 
(returning to the mathematical example) the forest property is not 
expected to increase in value at a rate faster than 3 percent, the choice 
will obviously be for immediate cutting, and that would still be the 
choice even were the forest entirely relieved of taxation. 

The validity of the principles thus developed would scarcely seem 
open to question. In their application, however, there may occasion- 
ally arise counteracting influences that will prevent the owner arriving 
at the decision that would normally be to his best interest. Thus 
taxation may sometimes, as in periods of extreme depression, force 
cutting which the owner would not otherwise find advisable, as the 
only possible source of money with which to pay the annual taxes. 
Of course, if the owner has no other resource, he must realize on part 
of his timber to pay his taxes, whether light or heavy, unless he is to 
be excused from taxes altogether. So far as the speculative holding 
of timber is concerned, this is not a condition peculiar to timberland 
owners. Ordinarily if timber values are expected to increase at a 
rate faster than the sum of interest, taxes, and other carrying charges, 
most owners would find some means of raising the annual carrying 
charges rather than to lose money by premature cutting. Failure of 
timber values to promise an increase at a rate greater than interest 
and other carrying charges (not including taxation) will thus be 
recognized as the cause of cutting, rather than the burden of taxes. 
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In this connection it should also be recognized that the owner in 
financial straits is more powerfully influenced by demands which 
must be paid, such as interest on bonds and other debts and taxes, 
than by calculated interest which might be earned on his own capital. 
The owner, in desperation to meet the demands of his creditors and 
the tax collector and so to save his property, may for the time have 
little thought to give to the loss of interest on the realizable value of 
his timber. The present may be a state of extreme depression. The 
future may be uncertain, but yet hold out some hope of better things. 
The owner might be will: ng to hang on a while longer, if he could only 
meet current charges. To such a one, taxation may be the chief con- 
sideration. The psychological effect of having to provide substantial 
payments every year may give taxes greater weight 1 In influencing the 
decisions of timber owners than strictly economic considerations 
would warrant. An adequate return on the investor’s own capital 
may be lost because appreciation in timber value does not keep pace 
with interest, but it is the additional money that must be put in each 
year to hold timber property that demands attention, and usually 
more than half of this additional sum is required for taxes. In times 
of economic depression taxation may thus come to exert on certain 
owners a very substantial influence toward cutting. 
Summing up the foregoing analysis, it is clear that taxation is one 

of the important carrying charges which in the aggregate, in conjunc- 
tion with present and expected | future realizable values, determine the 
time of cutting of mature timber. In some border-line cases, where 
the expected increase of value is greater than the sum of all carrying 
charges other than taxation but less than the carrying charges with 
taxes included, taxation may be the controlling cause of cutting. In 
prosperous times for the lumber industry, such as existed during most 
of the period 1917 to 1923, when values are rising rap dly and are 
expected so to continue, taxation is not cenerally. a controlling n- 
fluence, since it is easily offset, along with all the other carrying 
charges, by the increase in values. If, at other times, values are 
generally not increasing fast enough to cover even the interest, then 
again taxation has no compelling influence, since it would then be 
advantageous to cut even if there were no taxes at all. With the 
exceptions which have been noted, taxation cannot be the chief factor 
in the decision to cut, since it is usually superseded in magnitude by 
interest on the present realizable value. 

The conclusions thus reached through theoretical analysis are 
confirmed by the judgment of representative timber operators and 
owners, the evidence in regard to which is presented at length in 
part seven of this report. Statements of such judgment were ascer- 
tained in 1931 on behalf of the Timber Conservation Board by 
means of a questionnaire which was circulated among timber owners 
and operators with the cooperation of the regional associations of the 
umber industry throughout the United States. Out of the 124 
returns to the general questionnaire, 31 made no answer to the ques- 
tion ‘‘What are the principal causes of overproduction?” Of the 93 
who answered this question, only 17 mentioned taxation. Of the 17 
who mentioned taxation, 2 gave no other cause, 9 put it first among 
various causes, and 6 gave it a place following other causes. 

Evidence leading to this same conclusion was obtained in an earlier 
study made in 1909 by the Forest Service. In answer to a question 
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as to the influence of taxation on the cutting of timber, only 125 
timber operators out of about 500 admitted that taxation had any 
appreciable effect on cutting. This included a number of doubtful 
cases. The number that clearly testified to an undoubted influence 
was only about 100. Over 200 operators stated absolutely that 
taxation had no influence, or very little (101, p. 607). 

That timber values have since 1923 failed to come up to the expec- 
tations of many who made purchases prior to that time is so well- 
known that it 1s unnecessary to rehearse the evidence here. Espe- 
cially during the last few years has distress fallen upon the lumber 
industry, with heavy losses and threat of bankruptcy in many cases 
on account of failure of timber values to increase as was anticipated. 
There is an overwhelming mass of evidence indicating that, whereas 
in the past the increase in stumpage prices was usually sufficient to 
cover the carrying charges involved in holding of mature timber, 
that condition no longer prevails. At the present time in the virgin- 
timber region, timber values, when not actually declining, are com- 
monly offering no promise of increase in the near future at a rate 
sufficient to meet the carrying charges involved in holding mature 
timber. This condition fits perfectly with the preceding theoretical 
analysis and indicates that while there may be certain border-line 
cases in which taxation is the controlling cause of cutting, the major 
cause almost everywhere predominant is the failure of values to rise 
fast enough to meet the total of carrying charges, among which inter- 
est far exceeds all others. 

In the light of general principles and all the evidence, it appears 
that, although taxation may in certain cases have been the chief 
cause of cutting, taxation has not up to the present time had any 
widespread controlling effect upon the time and rate of cutting of 
the American forests or upon the overproduction of lumber. As to 
conversion of old-growth forests to annual sustained yield, where 
this may be accomplished without deferment of income, there is no 
inherent disadvantage in the property tax; although uncertainty as 
to the amount of future tax charges may be a factor in the hesitancy 
to adopt this type of management. 

SECOND-GROWTH FORESTS 

Without doubt the most serious part of the problem of forest taxa- 
tion concerns the future of the immature forests and the cut-over 
forest lands of the United States. There is here involved not only 
the management of existing cut-over land, but also the treatment of 
mature stands, since the prospect of profit in second-growth timber is 
an important incentive to cease destructive cutting of old growth. 
Sufficient theory and evidence have been presented in earlier parts 
of this report (especially pts. 3 and 7) to show that the American 
property tax discriminates against young forests and cut-over forest 
lands and thus tends to discourage investment in forest growing and 
the holding of immature timber. 

Even more serious than its inherent discrimination is the uncer- 
tainty as to future tax obligations which results from the nature of 
the property tax and the character of its administration. It is this 
uncertainty that more than anything else makes the property tax a 
menace to forestry. The fact that past taxation has generally not 
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been excessive is no comfort in view of the ever-present threat of 
excessive taxation in the future. The forest investor has no possible 
means of determining in advance what his tax obligation will be, and 
here is his chief indictment of the property tax. What he requires 
is a method of taxation under which he can calculate his future pay- 
ments, not of course with absolute certainty (nothing in the future 
can be certain), but with a degree of certainty approaching that of 
his other costs and with the assurance that his tax contribution will 
be, not arbitrary but in harmony with the needs of the taxing juris- 
diction and the contributions of other taxable interests. Here is the 
real heart of the problem of the general property tax in its relation 
to forestry. The tax presents a very substantial obstacle in the eyes 
of the careful investor who may be contemplating the development 
of a timber-growing enterprise from immature second-growth stands. 
The importance of this obstacle arises from the very large area of 
forest land in the United States where the mature timber has been so 
heavily depleted that timber growing must start there largely with 
very young stands. 

Here also it is necessary to recognize that the past slow development 
of forestry in the United States is due to a complex of factors, of 
which taxation is only one. Prerequisite to search for the solution 
of the problem, it is necessary to analyze these factors and find pre- 
cisely the place of taxation among them, thus dispelling exaggerated 
notions as to the influence of taxation upon American forestry and 
extravagant hopes of the benefits to flow from forest tax reform, while 
at the same time paving the way for constructive remedies. 

There can be no doubt that the majority of timber owners and of 
investors generally are not now interested in investing capital in 
forest growing on cut-over and second-growth lands. The hazards 
of such investments are regarded by most men as too great. Among 
these hazards, taxation is one. But here again it is not generally 
the chief one. Risks of fire and windfall and insect depredations and— 
perhaps most important of all—uncertainty as to future prices of 
forest products, all stare the investor in the face. The mere time 
element is enough to deter most investors. Even though taxation 
were made perfectly equitable, these other hazards would still be 
controlling to the majority of owners of cut-over land and young 
growth, in their present state of mind. Especially baseless is the 
idea that forest tax reform should make possible the employment for 
timber growing of all idle lands, in regions sufficiently humid to grow 
trees, that are not more valuable for agriculture or some other use. 
The simple fact is that there are in the United States large areas of 
land on which conditions are so unfavorable that complete exemption 
from taxation would not make it profitable for private owners to use 
such land for growing timber. 

SUMMARY 

Putting taxation in its true place in the picture, both of the old- 
erowth forests and of the immature forests and cut-over forest 
lands, should serve to dispel false and exaggerated hopes of the 
magic results to be expected from forest tax reform. But if tax 
reform is not capable of ushering in the millenium in American 
forestry, it does not follow that there is no problem of forest taxation. 
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As regards the mature forests, though taxation may not have 

been the controlling factor in past operations, it is one among the 

considerations that determine cutting policy. Again, although many 

forest owners may have little or no interest in investment of capital 
in timber growing, there is a small group that is interested, and this 

group appears to be growing. A sound tax system would be of 
tremendous encouragement to all such. Moreover, among those 
who are not now interested, there are certainly some—perhaps 
many—who are deterred by the hazards of taxation. It has been 
shown, in a previous section (pp. 254-276), that, even though all other 
conditions might be favorable, the present property tax involves 
such discriminations and such ruinous possibilities as to present 
generally a serious obstacle to investment in forest growing on cut- 
over lands. Whatever may be the other difficulties, it is certain 
that general interest in forest growing in the cut-over and second- 
erowth regions cannot be expected so long as the unmodified prop- 
erty tax prevails. And even though reform of the tax system will 
not alone bring realization of the forestry ideal, it will at least remove 
one obstacie. Thereafter all those who see a future in forest invest- 
ment under conditions as they otherwise exist will not be held back 
by an unsound tax system. 
A brief summary of the essential features of the forest-tax prob- 

lem, the conditions which need to be corrected, has been presented. 
The goal of forest tax reform is to correct these adverse conditions, 
so far as that may be possible within the limitations set by sound 
principles of taxation and public finance. Such principles require, 
as has been pointed out in the introduction (p. 9), that the tax 
system must, first of all, be workable. A tax system difficult to 
administer without bringing in its train evasion, uncertainty as to 
the amount of liability, and outright fraud is barred at once. The 
operation of the system must not be too expensive in comparison 
with the revenue received. The system must accomplish an equi- 
table distribution of the cost of government. An equitable dis- 
tribution is secured when the current general conscience of the 
community approves of such distribution as being fair and just, 
after careful consideration of the relative abilities of the taxpayers, 
the special benefits which they receive from government, and all 
other pertinent factors. Finally, contributions to the cost of govern- 
ment must be made by all persons who have an interest in the 
government—in general, by all citizens and by those foreigners who 
receive protection to person or property from the government in 
question. As regards the forests in particular, tax reform should 
seek to arrive at a system of taxation which will require a just con- 
tribution from forest owners, while being of such form as will not 
place a special obstacle (beyond what any just tax must impose) in 
the way of the best use of the forests and forest lands from the 
viewpoint of the public interest. 

IMPROVING THE OPERATION OF THE PROPERTY TAX 

The preceding discussion has undertaken to analyze the problem 
of forest taxation. It was there shown that the problem arises 
almost wholly from the property tax and further that to a very 
great extent the adverse effects of the property tax, so far as they 
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relate to forest properties, are the result of imperfect administration. 
The obvious first step in seeking a solution of the problem is to investi- 
gate the possibilities of reform in the operation of the property tax. 
To what extent would the special problem of forest taxation dis- 
appear if the property tax were perfectly administered? What 
approximation to perfect administration is it reasonable to hope for? 
And what are the practicable measures which would bring the 
administration of the property tax as near as possible to the ideal? 
It is the purpose of the present section to seek an answer to these 
questions. 

THE PERFECT ASSESSMENT 

Assessment is the heart of the property tax system, and faulty 
assessment is in part responsible for the problem of forest taxation. 
Assessment is simply the appraisal or finding of value for purposes 
of taxation. The property tax system provides that, when assess- 
ment has been completed, the amount of revenue required be levied 
by means of a tax rate which will produce the required amount. 
The assessment, according to the spirit of the property tax, thus 
determines the share of the tax burden to be borne by each property 
owner. 
The Jaws of 42 States require assessment to be at full value, and the 

laws of the other 6 States require the assessor to find the full value of 
each property in order that he may apply the legal percentage to this 
value to obtain the assessed value. Therefore the improved operation 
of the property tax would require that the assessor determine the full 
value of property and then assess as he is required to by law. Any 
solution of the problem of forest taxation which involves the property 
tax or any modification of it requires the determination of the full, 
true value. The value of anything is the amount of money which 
would be given in exchange for it. The language of the statutes and 
numerous court decisions establish the fact that the legal definition 
of value is not different from this economic definition of value. 

That as a general rule the assessors fail conspicuously to carry 
out the legal requirement of true value assessment was demonstrated 
in an earlier part of this report (pt. 4). That, on the other hand, the 
task is not entirely an impossible one is shown by the experience of a 
number of American cities. In New York, Cleveland, and Duluth, 
to mention only three examples, there has been developed a scientific 
method of assessment. Very complete records are kept, covering 
each parcel of property, and a staff of full-time experts is employed 
in the assessors’ department. The methods of scientific city assess- 
ment are not entirely applicable to the assessment of rural real estate, 
with which forest taxation is concerned. The assessment of rural 
property is probably at its best in the agricultural counties of Wis- 
consin and in New Hampshire, although even here it is far from 
perfect. Local assessors in Wisconsin are subject to intensive super- 
vision by the State tax commission through its district representatives. 

In New Hampshire, State-employed assessors make a careful assess- 
ment of each property in several towns each year. Rural properties 
are thus reassessed periodically. Although the assessed values estab- 
lished annually by the locally elected assessors often depart greatly 
from the values found by the State experts in their reassessments, the 
periodic return to full-value assessment aids in maintaining a com- 
paratively high standard. 
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DEVICES FOR IMPROVING ASSESSMENT 

MAPS, SURVEYS, AND SALES DATA 

The first essential to correct assessment of real estate is an accurate 
map of the assessment district. Every American city which makes a 
success of assessment maintains such a map, upon which are shown 
the unit values found to relate to the various blocks or sections of the 
city. In addition to these maps, there must also be tax maps, on 
which are shown the boundaries of each parcel of real estate and the 
assessed value. Constant labor is required to keep these maps up 
to date, by taking account of changes in unit values, changes in owner- 
ship, and changes in assessed values of particular parcels. In de- 
termining unit values, the assessor is bound to place great reliance 
on sales. The assessor’s office must have a complete record of all 
bona fide sales of property which have taken place in his district 
(and perhaps in neighboring districts) within recent years. All 
pertinent facts in connection with the sale, as well as a description 
of the property sold, should be filed by the assessors with each sale 
record. 

These devices have been developed to a high degree of perfection 
in certain cities. There has as yet been little such development in 
the rural taxing districts, although there are some notable exceptions 
to this generalization. The problem of rural land assessment offers 
certain complications and difficulties not encountered in the cities. 
Thus the rural assessor must take account of the topography, char- 
acter of the soil, nature of the forest cover, and other features, whereas 
city values are almost entirely a function of location. On the other 
hand, he does not encounter anything like the variety of buildings 
that the city assessor must deal with. There is no reason why the 
methods employed by the best city assessors should not be used, with 
appropriate modifications, to produce a better rural assessment. 
Certainly every rural assessor should have an accurate land map and 
an accurate tax map of his district. He should have complete data 
on sales in his own and neighboring districts and should have all 
information necessary to keep his maps and valuation records up to 
date. 

THE PROCESS OF ACCURATE ASSESSMENT 

The following hypothetical example illustrates, on a very small 
and simplified scale, how sales may be combined with surveys to 
obtain an equitable assessment. 

1. Survey of properties to be assessed: 
A. Farm, 300 acres, 40 acres grade B crop land, 100 acres 

rocky and hilly pasture, 160 acres woodland with 500 
cords of wood, with no prospect of saw logs for 50 years, 
buildings worth $3,000, good road, and near small market. 

B. Forest property, 1,000 acres, 700 acres merchantable 
timber with 3,500,000 feet of saw logs, 300 acres cut 
over with 150 cords of wood. 

C. Lake-shore property, 10 acres, 1,000 feet grade A shore 
line, 500 feet grade C shore line, 5 acres upland, 5 acres 
swamp, 20 cords of wood. 

2. Recent bona fide, unbiased, sales in the vicinity: 
A. Cut-over forest, 200 acres, grade B soil and topography, 

100 cords of wood, good road, and 10 miles from small 
market—$600. 
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B. Farm, 60 acres, 30 acres grade A crop land, 30 acres swamp, 
buildings worth $2,500, good road, and near small 
market—$5,500. 

C. Timber-cutting rights, 1,000,000 feet board measure for 
3 years, and 9 miles from wood-products plant—S$4 per 
1,000 feet board measure, payable as cut, with a stated 
advance to protect the vendor. 

D. Resort lot, 1 acre upland, and 100 feet grade A shore 
line—$200. 

E. Pasture right, 20 acres, rented for $20 a year. 
3. Assessment: 

A. Sale B shows grade A crop land to be worth slightly under 
$100 per acre. Sales evidence over a long period indi- 
cates that grade A crop land is worth about one-half 
more than grade B. Setting grade B at $65 per acre, 
therefore, 40 acres are worth $2,600. Pasture rents for 
$1 per acre per year (sale EK), or 50 cents net to the 
owner after deducting taxes and other expenses. Using 
a capitalization rate of 5 percent, 100 acres of pasture are 
worth $1,000. Forest land appears from sale A to be 
worth something less than $3 an acre in a comparatively 
remote location, and such land is probably worth $3 in 
the case of property A, or $480 for the entire 160 acres. 
Firewood is known not to have much value, due to com- 
petition from oil. The possibility of saw logs is very 
remote. The assessor’s best judgment can assign no 
more than $200 to firewood and the possibility of saw 
logs. The total value of the property is, hence, crop 
land $2,600, pasture $1,000, woodland $680, buildings 
$3,000, total $7,280. 

B. The forest land is worth $3,000, which includes whatever 
slight value may attach to the 150 cords of wood. Sale 
C shows that timber stumpage is worth $4 per 1,000 
feet board measure, 9 miles from market. Only one 
trip per day can be made with a man and team at this 
distance, and since a man and team are worth $6 per 
day and can carry 1,000 feet at a trip, the current reali- 
zation will be increased by $3 per thousand if two trips 
a day can be made rather than one. Property B is a 
two trip a day property, and stumpage is hence worth 
$7 per thousand or $24,500 for the present stand of 
3,500,000 feet. From this amount 25 percent is deducted 
for various risks and carrying charges, leaving a net 
worth of about $18,400. The total value of the property 
is, hence, land $3,000, present stand of merchantable 
timber $18,400, total $21,400. 

C. Grade A shore line is worth, in small quantities, $2 per foot 
(sale D). In large quantities it might be worth 25 
percent less than this, due to carrying charges while 
awaiting sales to ultimate users. The grade A shore 
line of property C might, then, be worth $1.50 per foot, 
or $1,500 for 1,000 feet. Experience has indicated that 
erade C shore line is worth practically nothing. With 
the 10 acres of land, it may be set down at $100. The 
total value of the property is $1,600. 
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The process of assessment roughly outlined above is, no doubt, 
much the same process as that through which many conscientious 
assessors go at the present time, although usually with inadequate 
information. Competent and conscientious employment of such a 
method would generally result in a reasonably accurate assessment 
of real property. 

ASSESSMENT BY MULTIPLE CORRELATION AND GRAPHICAL CORRELATION 

The process of assessment could be further refined by the use of 
multiple correlation, provided there were sufficient sales and not too 
many variable factors affecting value to warrant the use of this 
statistical tool. The use of multiple correlation in valuing property 
may be described as the process of averaging values added by different 
factors to properties in a certain sample to determine the most 
probable values which would be added by these factors to any prop- 
erty in the district from which the sample was chosen. This method 
has been used to a limited extent by investigators, and it was applied 
in this study in an extensive appraisal of properties in the town of 
Loudon, N. H., as described in part 4, page 112. It would seldom, 
if ever, be practicable in view of actual assessment conditions. 

A more useful device is found in the graphical method of correlation, 
which has the advantage of not requiring any knowledge of higher 
mathematics. This graphical method is merely a method of checking 
and improving tentative estimates. Assume, for instance, that an 
assessor estimates from his general knowledge that crop land in his 
town is worth, on the average, $40 per acre. He applies this unit 
value, together with estimated unit values for other factors, to those 
properties for which there are bona fide sales. He subtracts from his 
estimated total value of each property the actual sale value of that 
property to obtain a “‘residual.’”’ He then plots this residual against 
the percentage of area in crop land in that property. After all 
residuals are thus plotted, he draws that line which his eye judges 
to be an average of the various points established on the graph. If 
this line has an upward slope as the percentage of area in crop land 
increases, he then knows that his $40 per acre estimate for crop land 
is too high, or, in other words, that the nearer the property is to being 
all crop land, the greater is the difference (the residual) between the 
$40 unit value and the actual unit value as determined by sales. He 
then lowers his crop land unit value, calculates new total values for 
the different properties, and plots the residuals between these new 
values and sale values against some other value factor, such as distance 
from market, for instance. As a result of the new graph he may find 
he has to change the unit value for distance from market. He then 
checks other unit values, and when through, starts all over again with 
crop land. He proceeds in this way until the residuals plotted against 
his various value factors average approximately zero for all combina- 
tions of these value factors, and the average line drawn through the 
points is a horizontal straight line. It should not require more than 
two or three sets of graphs to come to this approximate result. 

Irrespective of the use of formal surveys, the rural assessor needs 
to handle his pencil much more than he now does in building up his 
valuations. Even those who are able to guess values with a fair 
degree of accuracy would be able to make their guesses still more 
accurate if they would set down on paper the various factors involved 
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and the weight to be attached to each. A standardized form to be 
supplied by the State would be useful in this connection. 

THE DISCOUNT FORMULA AS AN ‘AID TO ASSESSMENT 

Where evidence supplied by sales is extremely erratic and unreliable 
as it often is with respect to immature timber, a discount process may 
be useful as an aid to consistent assessment. This method of valua- 
tion involves an estimate of the volume of mature timber likely to 
develop within a given number of years from the present stand of 
immature timber, and in addition an assumption as to the price of 
timber at the date of maturity. Such a valuation should also take 
into account expected carrying charges. This method is of little 
direct use to the assessor, but may be used together with such sales 
data as may be applicable, by an expert in the State tax commission 
office, as an aid to establishing standard tables for appraising second- 
growth stands of different types and average s zes. These tables can 
eae applied by assessors on the basis of the condition of each 
stand. 

The formula method, however, is inherently weak, on account of 
the obvious difficulty of estimating future yields, future prices, and 
future tax rates, of taking proper account of risk, and of choosing the 
proper interest ‘rate. It would appear that determination of these 
iactors would ordinarily be at least as difficult as estimating the value 
of the property directly. Moderate errors in one or more of these 
factors would result in great differences in the calculated value. It 
should be clearly understood that a single property has only one 
value at any given moment. If the discount process gives a result 
which is different from the value as determined by more competent 
evidence, the formula result must give way. 

The formula for finding the value of an immature even-aged forest at the end 
of the mth year of the rotation is as follows: 

eee p+r 

V»=value at end of mth year in a rotation. 
Y=yield expected at end of nth year (end of rotation). 
C=cost of regeneration at end of nth year. 

p+r=interest rate plus tax rate. 
T ,=intermediated income expected at the end of the gth year between 

mth and nth years. 
If intermediate income occurs after nth year, in the next rotation, expression 

is T, (1+p-+1r)"~¢ rather than 7',(1+p-+7r)*t™2, 

paar + = capitalized annual expenses other than taxes and interest. 

n=rotation. 
If no rotation is known, the following formula should be used in place of that 

above: 
2) V= T Y+L e Cpa 

where: 

eta) Gp ire eee 
V=present value. 

T and Y=value of timber to be cut from property ¢ and y years hence, 
respectively, bare land only to be left at end of y vears. 

tand y=years of waiting before incomes 7’ and Y, respectively, are 
received. 

L=bare land value at end of y years. 
p+r=interest rate plus tax rate. 

where: 

—° capitalized annual expenses other than taxes and interest. 
Dah 
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Formula (1) would apply to a second-growth forest where the rotation has 
been established; while formula (2) would be applicable to other cases, and notably 
to the case of an old-growth forest which had not yet become financially mature. 
If, for instance, an old-growth forest in the Pacific Northwest is composed of 
stands of Douglas fir and hemlock, of which the Douglas fir is expected to become 
financially mature in 10 years and the hemlock in 30 years, formula (2) applies 
rather than formula (1). 
aes Y (the hemlock) =$200,000, T (the Douglas fir) =$200,000, L= 

$2, ,000- re =$50,000 and p+r=4 percent. Behe these figures, V= 

$200,000 , $200,000+ $2,000 (1.04)30— ue 
(1.04) (1.04) 30 $50,000 (1.04) y or —V=$135,100+ 562,300 

$34,600, or V=$162,800. 
Both formulas can be expanded to cover as many prospective incomes as data 

may warrant in any particular case. For each additional income an additional 
term must be inserted. Formula (2) applies to selection forests which are being 
managed with a view to developing sustained yield. In such cases, however, y 
represents the years of waiting until the forest is on an annual sustained-yield 
basis, and Y-++S is its value at that time determined by capitalizing the expected 
net yield at the p-+r rate. 

The rate p-+r is, in both formulas, a complex rate, that is, it includes the tax 
rate r as well as the risk-free interest rate p. If the tax rate is 1 percent and p+r 
is 4 percent, the interest rate ‘s 3 percent. The term e includes all annual carry- 
ing charges other than taxes and interest. Risk, which is something allowed for 
in similar calculations by an addition to the interest rate, is better provided for 
by estimating the expected money yield sufficiently low to take care of this 
element. 

A MINIMUM PROPERTY TAX 

It has been pointed out that the overassessment of cheap cut-over 
land has been an important factor in the very large portion of tax 
delinquency in this type of property. Assessors have been hesitant 
in reducing assessed values toward zero eyen though the full market 
value approaches this figure. A 20-acre cut-over property assessed 
at $5 per acre will bear a tax of $11f the rate is 1 percent. It may be 
obvious to all that the property is not worth $5 per acre, but the tax 
levy can hardly be much less than $1 without making the cost of col- 
lection excessive in proportion to the revenue. If the $5 per acre 
value becomes an established minimum for small properties, the 
assessor feels that he must adopt the same minimum for properties of 
larger area in order to avoid the charge of discrimination. 

In order to avoid this situation it is proposed that a minimum annual 
property tax of $1 be imposed on the property of any one owner in 
each local tax district. ‘This proposal would enable an assessor to 
assess any property at its true value without any possibility of creat- 
ing an absurdity in tax administration. A '-acre parcel might have 
an assessed value of $0.50 per acre as well as a 5,000-acre parcel. 
The $1 minimum tax would discourage excessive subdivision of 
very cheap lands and would make legal assessment of such lands 
practical. A minimum property tax is now in force in the wild-land 
districts of Ontario, Canada (159, p. 80). 

COOPERATION BETWEEN ASSESSORS AND TAXPAYERS 

Cooperation with taxpayers to obtain more accurate and satisfac- 
tory assessment calls for tact, judgment, and courage on the part of 
assessors. ‘They should be willing and anxious to explain to the pub- 
lic just how they do their work. Public meetings of property owners 
and assessors have proved successful in obtaining public opinion as to 
unit values of property in the various localities and as to the best 

101285°—35——35 
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method of obtaining full-value assessment. It is generally agreed, 
however, that such meetings must be in control of especially skilled 
and tactful assessors in order to avoid the accordance of undue weight 
to unintelligent or designing expressions of opinion (284). 

As has been stated above in this section, the assessor should prepare 
a map showing in outline every piece of real estate in his local district, 
together with its assessed value. This map should always be kept 
up to date and on display in his office, in order that any taxpayer may 
readily examine the map for the assessment of his own property and 
make an easy comparison with that of neighboring property with 
which he is familiar. Such publicity would instill confidence in the 
assessor and promote a spirit of helpful cooperation. 

ASSESSMENT ORGANIZATION AND PERSONNEL 

RESULTS UNDER PRESENT CONDITIONS 

The conditions under which present-day assessing officers are 
chosen and must work make it exceedingly difficult, if not impossible, 
to obtain good results. ‘The method of choosing assessors does not 
tend to procure the services of competent men; the compensation 
allowed and the time allotted for the work are usually inadequate; 
and the district to be covered by one man is often larger than can be 
examined in the allotted period. 

The rural assessing personnel as at present composed may be classi- 
fied somewhat as follows: (1) Men of good judgment and character 
who have been assessors for many years, take pride in their work, and 
develop a knack for getting at values, although without much sys- 
tem; (2) men of good or fair judgment, but without much experience 
in values, who are elected to the job of assessor because of the general 
respect in which they are held by their fellow citizens; (3) men of 
inferior judgment who obtain the job of assessor because no one else 
wants it or because they must have the work or become a charity 
charge on the township or county; (4) men who obtain the job of 
assessor because their employers, friends, or political allies wish them 
to do so for selfish reasons. 

Of these classes only the first is truly satisfactory. There are a 
number of these experienced and conscientious assessors, and it has 
been found that they do unusually good work insofar as substantial 
equality between taxpayers is concerned. Their assessment system 
takes account of the most important elements of value and avoids 
the stultifying flat-rate system in vogue among inexperienced and 
incompetent assessors. 

The second and third classes are those ordinarily found. The 
second class attempts to secure some degree of equality as between 
taxpayers but relies mainly on the preceding year’s assessment. With 
time and adequate compensation this class might do fairly good work, 
but the conditions of the office are against such a result. 

The third class relies almost exclusively on the preceding year’s 
assessment. Such changes as are made follow fires, timber cutting, 
new buildings, or new paint. 

The fourth class i is, fortunately, found but seldom. Where a com- 
pany or an individual has a strangle hold on the economic life of a 
given assessment district through the employment of many of the 
voters or otherwise, the assessor is sometimes the tool of this powerful 
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company or individual. An equally bad situation exists where a 
corrupt political organization controls the district and uses its power 
over assessment to reward its friends and punish its enemies. 

: The results of assessment under these conditions have in general 
been unsatisfactory. County assessment has proved subject to some 
of the same difficulties as township assessment, and self-assessment 
by the taxpayer has proved far from successful. There is still a 
great deal of assessment done merely by copying previous rolls, 
thereby perpetuating errors and ignoring changes. Arbitrary adj ust- 
ments in specific cases are not uncommon. The function of the asses- 
sor is frequently misconstrued, leading to attempts to raise the neces- 
sary tax revenues by juggling ‘assessments rather than by leaving the 
matter to be handled by the proper authorities through readjusting 
tax rates. This is a very common practice. In the cut-over regions 
of the Lake States, for instance, the assessments have been raised to 
a point where in many cases assessed value greatly exceeds actual 
value. 

All in all, it must be concluded that the present assessment organi- 
zation 1s inadequate and antiquated. It served its purpose in pioneer 
days when the possessions of the members of society were simple and 
quite readily evaluated. But the modern industrial community, with 
the diverse character of its make-up and the resultant complicated 
problems of valuation, does not lend itself to assessment by local 
personnel, especially where no help or supervision is given. There 
is little hope of sound assessment with perpetuation of the present 
assessing organization. Certainly assessment could be improved 
through the devices suggested above, but the general adoption of 
these improvements under present conditions of organization is 
almost too much to hope for. 

CENTRALIZED ASSESSMENT 

Assessment is an expert job. To appraise values intelligently 
requires (1) accurate information, (2) experience and method, and 
(3) freedom from political pressure. The local assessor usually does 
not have accurate information because he lacks time and facilities 
for acquiring, analyzing, and recording it. Too often he is not ex- 
pected to exert himself to obtain such information. His constituents 
may expect him to produce an assessment which will please, not one 
which is necessarily in accordance with the legal standard. To pro- 
duce an assessment which will please requires, no doubt, political 
sense and a knowledge of human nature, but hardly any detailed 
information regarding values. 

As_ previously indicated, the local assessor is usually without 
experience or a satisfactory method. He is, in most States, an elected 
officer, and even where he is appointed, the appointment is usually 
made for reasons other than the candidate’s qualifications as an 
appraisal expert. 
A centralized assessment by State experts employed under civil 

service rules is recommended as an avenue of escape from the defects 
of the present assessment system. The supervision of this assess- 
ment would be in the hands of the State tax commission or commis- 
sioner or corresponding State authority. The administrative head 
of this body, the ‘‘commissioner’’, as he may for convenience be 
called, would appoint and control the various deputies and experts 
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necessary to assess all taxable property in the State. These subor- 
dinates would work on a full-time year-round basis and would be 
paid in accordance with their ability and training. 

Each deputy might be assigned a district, composed of a number of 
counties in thinly populated regions and ‘perhaps a city or 1 or 2 
towns in more thickly populated regions. The deputy would be 
responsible, under the close supervision of the commissioner, for the 
assessment of all taxable property within his district at the full legal 
standard of value. He would be aided in this assessment by experts 
in various lines of valuation and possibly by an advisory committee 
of local citizens appointed by the authorities of the several towns or 
counties composing his district. The experts would be men chosen 
by the commissioner for their fitness in specialized fields of valuation— 
such as timber appraisal, factory appraisal, appraisal of minerals and 
mines, and the like. These experts would ‘travel from one district to 
another, giving help to the deputies in charge. The deputies would, 
of course, have on file up-to-date assessment maps and records of real 
estate sales. 

The completed assessment roll would be open to public inspection, 
and any taxpayer whose assessment had been changed from what it 
was the preceding year would be notified, by mail, of the change. 
Anyone aggrieved could appeal to the deputy, from him to the com- 
missioner, and from him, as a final resort, to the courts. 

The purpose in all of this is to put the assessment on a scientific, 
nonpartisan plane. When the job of assessment is passed from local 
hands to the centralized body, there is not relinquished with it one 
iota of local self-government as now permitted by law. The local 
governments have now no legal authority whatever over the character 
of assessment; that is all determined by the legislature and prescribed 
by statute. The local assessor has no questions of policy to deter- 
mine; he has no legal discretion as to the character of assessment; he 
merely performs, as required by the law, an administrative function 
for the State, the function of determining the true value of all taxable 
property in his district. All that the local government has is the 
power to choose the assessor. The State may take over the job of 
assessment without answering to the indictment that it has removed 
any essential function of local self-government. 

It should be self-evident that this recommendation of a centralized 
assessment is meant to be applied to all property and not only to 
forest property. It is obvious that a great injustice would be done 
to forest property if it were assessed by the State at true value and 
other types of property were assessed locally at less than true value. 

STATE CONTROL AND ASSISTANCE 

In many States it may be impractical to put assessment entirely 
in the hands of State officials, and in others this result may come about 
slowly. In such States efforts should be made to approach as nearly 
as may be to the ideal of centralized assessment. In States where 
assessment is now in the hands of hundreds of towns, county-assess- 
ment districts or assessment districts composed of several towns 
would be a forward step. In States where the county is the assessing 
unit, larger assessment districts might be created by uniting, for this 
purpose, “several small or thinly settled counties. 
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In the meantime, the State should offer assistance to the local 
assessors in the preparation of assessment maps, the collection of 
sales data, and in other essential activities. The services of State- 
employed experts in the valuation of certain types of property which 
involve unusual or complex features, such as ore reserves, factories 
and machinery, merchantable timber, and the like, should be fur- 
nished. To make such assistance effective, a degree of State super- 
vision and control is required. The State tax commission, or similar 
body, should have the right to remove a local assessor who refuses to 
cooperate with the State authorities and to appoint another in his 
place to serve until the next election. The legislature should provide 
that no one may be eligible for election to the office of assessor who 
has not passed a civil-service examination in the technic of valuation. 
If there were no resident of a certain assessment district who had so 
qualified himself for election to the office of assessor, the State tax 
commission should have authority to appoint some qualified resident 
of the State to hold the vacant office until a local resident could 
qualify as a candidate. 

IMPROVED TAX-COLLECTION PROCEDURE 

Next in importance to the assessment of all property at full value 
is the revision of the tax-collection procedure so as to curb tax delin- 
quency. ‘The effects of tax delinquency on forest property have been 
discussed in part 5, where it was shown that in certain regions tax de- 
linquency has assumed alarming proportions and has caused the 
imposition of an exaggerated tax burden on much of the forest 
property that continues to pay taxes. Although illegally excessive 
assessment has probably brought about much of the delinquency, by 
causing confiscatory taxes to be imposed, delinquency in its turn has 
been an encouragement to illegal assessment. ‘This is especially true 
in the cut-over regions of the Lake States, where the increasing volume 
of tax-delinquent lands has led to assessments far beyond the legal 
standard on those properties paying taxes. Although delinquency 
presents a problem, not only to forests but to ail classes of taxable 
property, its widespread effects on the forests and forest lands of the 
United States warrant its investigation and the consideration of 
practical means of improving tax-collection procedure. Improvement 
may be expected only from measures that have regard to the interests 
of all taxpayers and of the taxing governments. If the adoption of 
such measures leads to improved collection of taxes, the owners of 
forest properties will be among the chief gainers. 

In the interest of economy, justice, and a higher respect for gvovern- 
ment on the part of the citizens, as well as for the purpose of making 
possible the orderly conduct of. government through prompt receipt 
of revenue, the procedure for the collection of taxes should be made 
as simple, regular, and undeviating as possible. It is unfair to those 
taxpayers who pay promptly and without coercion to be compelled to 
pay for the delinquency of others. It is unfair to those who are 
negligent to be encouraged in their negligence or to those in adverse 
circumstances to be falsely reassured by lenient practice. ‘Taxes are 
burdensome to most people. They would be less burdensome if it 
were universally recognized that they were being collected at the 
lowest possible cost and that no one was receiving favored treatment, 
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and if the time of collection, while reasonably adjusted to fit the 
income flow of the taxpayer, were nevertheless fixed and certain. 

Barring extreme circumstances such as loss of income through crop 
failure or similar causes, kindness is rarely done to a negligent or dis- 
tressed taxpayer by permitting his taxes to accumulate. The prac- 
tice only intensifies his difficulties, and at the same time creates embar- 
rassing problems for the vovernment. The taxes must eventually be 
paid, and if the taxpayer is solvent he should obtain credit from other 
sources than the government. If he is really insolvent, the govern- 
ment should know that fact, and failure to sell his property will not 
save him from foreclosure to meet his obligations.® 

There are of course times when a solvent taxpayer is temporarily 
without liquid assets and would be willing to pay a high rate of interest 
to get his tax payment deferred. Ordinarily other avenues of credit 
should be open to him, but to meet all possibilities the government 
should probably permit some extension in the payment of the tax on 
real estate. Under conditions prevailing in most States, the exten- 
sion should not exceed 1 year. In other States economic conditions 
may necessitate a redemption period longer than 1 year, in order not 
to impose unreasonable hardships on taxpayers subjected to hazards 
likely to occur from time to time. In any event, the period should 
not be unduly long; nothing should interfere with the central purpose 
in view, namely, the setting up of a clearly defined procedure leading 
to ultimate loss of title because of tax delinquency, with specific time 
limits definitely enforced. Neither the taxing jurisdiction nor the 
taxpayer should be led into the practice of substituting tax liens for 
tax payments. It is true that in the case of landowners, the land 
stands as security, but so does it if the credit is obtained from other 
sources. The taxing authority should not pms. an indefinite and 
lax policy of tax collection that would lead the taxpayer to take it for 
granted that the government will in effect act as a credit agency to 
carry him over a period of temporary inability to pay his taxes or to 
serve his convenience when he may want to use his funds or credit for 
some purpose other than the payment of taxes due. 

The cause of good government would be served and benefit would 
accrue to all groups of taxpayers, and especially to the owners of forest 
property, if a procedure could be adopted that would cut through the 
maze of tradition, historic safeguards, and legal technicalities that 
now confuse and delay tax collections and that would provide a single 
course that is short and clear and certain. 

This question has recently been studied by a committee of the 
National Tax Association, two members of which committee are mem- 
bers of the research staff which has made the present investigation of 
forest taxation. This committee, in a preliminary report presented 
to the twenty-fifth National Tax Conference at Columbus, Ohio, 
September 15, 1932, suggested a model plan of tax collection which 
is clearly based on sound principles. The plan is not meant to take 
the place of other nonconflicting collection machinery which has been 
found highly satisfactory, like the alias tax warrant in Connecticut 
and Massachusetts. The plan is meant to supplement, not to sup- 
plant, such local collection methods as have achieved a fair measure 
of success. This plan is mentioned herewith as illustrative of the 

56 For tax-collection practices which are directed especially to the reduction of delinquency in times of 
sconomic depression, refer to (285). 
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sort of tax-collection procedure which, with suitable adaptations to 
local conditions, might meet the problem in most of the States. 

Ten basic principles which, according to the committee, should be 
embodied in an improved tax-collection procedure are as follows: 

(1) The whole business of tax payment should be promptly brought 
to definite termination, by payment or foreclosure and transfer of 
clear title, rather than allowed to drag on by sale of liens, certificates, 
deeds, etc., with long and indefinite periods for redemption. The sale 
should be a sale of the property itself and not a sale of a tax certificate 
or lien. (2) The law should specifically state that there shall be no 
extensions. (3) Collection should be concentrated in the county, 
city, or corresponding jurisdiction. (4) The collecting officer should 
be appointed, not elected. The fee system should be abolished. 
(5) A local bank or some other local agency should be appointed as 
local receiver where required by the convenience of the taxpayers. 
(6) Tax bills should be sent to every taxpayer. (7) A tax bill should 
be prepared for each piece of real estate and one for the personal prop- 
erty of each owner. Where convenient, the bills of each taxpayer 
should then be combined. (8) The taxes of all jurisdictions should 
be combined in one bill. If the bill is unpaid within the allotted time 
and the taxpayer is a resident, the bill might well be collected by an 
alias tax warrant. (9) Taxes and special assessments on real estate 
should be a lien on the particular parcels of real estate. Seizure of 
personal property to satisfy real-estate taxes should not be permitted, 
except where the real-estate security is being impaired, as by logging 
operations. (10) Payment of taxes in installments (either semi- 
annually or quarterly) should be permitted in the case of real estate. 

RESULTS TO BE EXPECTED 

A more accurate assessment will reduce the tax uncertainty which 
now discourages many investors from putting their money into real 
estate. This uncertainty has been shown to be particularly prominent 
in the case of an investment in a deferred-yield property, such, for 
instance, as second-growth forest property in which the growing s stock 
is subnormal for sustained yield. The uncertainty is most acute of 
all in the case of a cut-over land forest investment, where the owner 
must suffer the vicissitudes of the local assessment for a number of 
decades before he begins to receive a substantial income. 'To remove 
these vicissitudes would remove one important tax obstacle in the 
way of the forest-growing business. 

‘Since cut-over land is generally overassessed with relation to other 
property under the present system, the reform of assessment under 
that system will remove still another important tax obstacle in the 
way of practicing forestry on such land. Cut-over land assessments 
will be reduced relatively to other assessments. On the other hand, 
since timber, either mature or immature, is sometimes under-assessed 
with relation to other property, timber ‘assessments may sometimes 
be increased by an improved system. This latter effect will be of 
chief importance in the case of old-growth forests, where a large share 
of the total forest value is in timber. When such forests are being 
operated, an increase in assessment will be endurable even if it results 
in an increase in taxes, for such properties are yielding current income 
and have in consequence comparatively low tax ratios. Old-growth 
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timber not under operation is inherently at a disadvantage under a 
perfectly administered property tax, as has been shown. 

For those forests, the value of which resides largely in immature 
timber not yet ripe for cutting, an improved system of assessment 
might, in many cases, increase the tax burden. Where this is the 
case, and there is no current income to relieve the additional burden, 
the inherent adverse effects of the property tax against deferred-yield 
properties is brought prominently into the open. This is thoroughly 
desirable and should bring action to relieve these inherent adverse 
effects by the adoption of “changes in the property tax itself, as sug- 
gested in the succeeding section of thispart. At present the inherent 
adverse effects are camouflaged by the favors usually granted by 
local assessors to immature timber. Many owners, because of these 
favors, do not have any just complaint against the present system. 
The progress of forest-tax reform in the past has been halted by the 
attitude of those owners who are quite well satisfied with things as 
they are and who do not care to interfere with established favors by 
advocating changes in the property tax. This attitude is understand- 
able, but it is hardly just to those forest owners who do suffer under 
the present system and who do intensely desire some relief. And 
from the point of view of the public as a whole, it is only right that 
relief should be granted openly and impartially ‘to all who deserve it 
rather than in a hidden and erratic manner to those who happen to 
benefit from faulty assessment. 

As for reforms in collection procedure, the desirable results will 
apply to all property generally, not especially to deferred-yield forest 
property. Reduction in delinquency and less expensive administra- 
tion will make possible a somewhat lower tax rate, which will relieve 
all taxable property. Delinquent property will find its way quickly 
into the hands of those who are financially able and willing to bear 
the responsibilities of ownership. Clear titles to delinquent property 
will be available and the costs of litigation reduced. Finally, the 
whole process from the assessment and ‘tax levy to the final collection 
will be so shortened in time and so simplified in procedure that tax- 
payers will understand more clearly than before the calculation of 
their tax obligations and the relation of these obligations to the 
original assessment and levy. 

CHANGES IN THE TAX SYSTEM RELATING ESPECIALLY TO 
FORESTS 

GENERAL CONSIDERATIONS 

It has been shown that the adverse effects of taxation upon the 
forests are due both to faulty or illegal administration of the property 
tax and toitsinherent nature. Measures have already been suggested 
that are designed to bring about a better administration. These 
measures alone, however, will not solve the forest-tax problem, since 
a part of that problem arises from defects in the inherent nature of the 
property tax which would still operate even though a perfect adminis- 
tration should be accomplished. It is pertinent, therefore, to con- 
sider changes in the structure of the property tax system which may 
remove or alleviate those unfavorable consequences which arise from 
the inherent nature of the property tax rather than from its faulty 
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administration. Before discussing specific plans of forest taxation, 
attention will be directed to some general questions which arise in 
connection with such plans. 

UNIFORM FIXED ASSESSMENT AND SPECIFIC TAXES 

It has been shown that the adverse effects of the property tax are 
in part the consequences of the impossibility of predicting even re- 
motely what its future burden will be. So far as this fault comes 
from uncertainty regarding the assessment or the tax rate, it could 
be removed, in whole or in part, (1) by a fixed assessment, 1. e., by 
fixing the assessed value at so many dollars per acre in the tax law, or 
(2) by a fixed tax rate in the statute, or (3) by a specific tax per acre 
determined by law. This last method would remove the uncertainty 
both of assessment and of tax rate. Legislation definitely prescribing 
a fixed tax rate for forest property has been attempted only once; in 
1927 by Minnesota, where it was superseded by a specific tax 2 years 
later. The idea of fixed assessment or specific tax has received no 
little favorable consideration. Among the more conspicuous examples 
are the recent laws of Wisconsin, Michigan, Oregon, and Washington, 
which are described in part 9. 

The two chief arguments in favor of a uniform fixed assessment or 
a specific tax are (1) that tax administration is simplified and (2) that 
the uncertainty of the tax burden is largely or entirely removed. That 
tax administration would thus tend to be simplified is obvious. This 
tendency 1s, however, counteracted to the extent that the fixed assess- 
ment or the specific "tax requires land classification or too greatly 
complicates the assessment machinery by setting off certain property 
in a compartment of its own, upon which the assessor must take care 
not to intrude. 

The argument that the uncertainty of the tax burden is largely re- 
moved is valid to a certain extent. But here also there is a counter- 
acting tendency in that prospective changes in the general price level 
of all commodities or in the special price level of forest products may 
make a fixed assessment or a specific tax a highly hazardous risk. 
If the price level of forest products should drop, for instance, the owner 
might quite reasonably anticipate that the costs of producing forest 
products would also drop. If the tax is specific, however, this very 
important cost cannot drop. If the assessment is fixed, the tax cost 
cannot drop as rapidly as it otherwise might; only a lower tax rate 
can bring about a reduction in tax cost under a fixed assessment. Of 
course it is always possible to make adjustments by legislation amend- 
ing the law as to the fixed assessment or the amount of the specific 
tax. But if such amendments are to be counted upon, the essential 
character of fixity is lost. Frequent determination of assessed values 
or of taxes per acre by act of legislature would generally present hazards 
even greater than those which inhere in the ordinary operation of the 
property tax. 

Under a system of uniform fixed assessment of, or a specific tax on, 
forest land, the less valuable land suffers a heavier burden in propor- 
tion to its value than does the more valuable land. Forest land varies 
in value all the way from almost nothing up to $10 an acre or even 
more on certain very favorable sites. An annual tax of $0.05 or $0.10 
per acre at the lower extreme imposes a severe burden, while at the 
other extreme the same tax requires only a very light ‘contribution. 
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The same situation holds in the case of a fixed assessment. An assess- 
ment of $2 an acre obviously means something quite different to the 
owner of $0.50 land than to the owner of $10 land. From the point 
of view of the private owner, therefore, the fixed assessment or the 
specific tax is inherently arbitrary and inelastic and not proportioned 
either to ability to pay or to benefit rece ved. 

The uniform fixed assessment or the specific tax is arbitrary and 
inelastic not only with respect to the private owner but with respect 
to the local taxing bodies as well. Suppose that the purchasing 
power of money falls, or that the field of governmental expenditures 
continues to widen. In such event, an assessment of $2 per acre or a 
tax of $0.10 might be entirely inadequate to provide for the needs of 
government. On the other hand, if conditions were reversed such 
an assessment or such a tax might well be excessive. 

Fixed assessments and specific taxes are too arbitrary and rigid to 
offer the foundation for a sound solution of the problem of forest 
taxation. 

CLASSIFICATION ACCORDING TO THE OWNER’S INTENTION 

Classifications dependent on the intentions of the owner are unde- 
sirable. Ifa given tax system is satisfactory for some forest property, 
it would ordinarily be satisfactory for all forest property. To make 
the tax system dependent upon the intentions of the owner as offi- 
cially sworn to by him is to substitute, to a certain extent, intentions 
for property as an element of the tax base. Property is one measure 
of ability to pay, but intentions can never be a measure of ability to 
pay. Only insofar as intentions are materialized in acts, and acts, in 
turn, result in a different income or a different property value, can 
ability to pay be affected. 

Neither are intentions a measure of benefit received, nor have they 
anything to do with the principles of public finance whatsoever. A 
tax system which depends upon them must frankly be considered to be 
of a regulatory character, either restricting or subsidizing, as the case 
may be, the performance of certain acts or the intention of performing 
certain acts. 

In addition to these theoretical objections against classifiying prop- 
erty on the basis of the intentions of the owner, the administrative 
problems involved are generally insuperable. The determination of 
the intentions of the owner and the testing of their good faith by ad- 
ministrative processes present problems which should be avoided, not 
invited. 

Were it practicable to do so, forests being transformed to sustained 
yield might well be separated from those being destructively cut and 
a different tax system applied. A forest being destructively cut re- 
ceives favorable treatment from ‘the property tax, while one under 
transformation from a condition of understocking to sustained yield 
receives unfavorable treatment. But it is only by the results of the 
management that one type can positively be distinguished from the 
other, and the results of the management are too slow in appearing 
to justify much present tax relief to a sustained-yield enterprise. To 
make tax relief retroactive is in general against public policy, since the 
errors and burdens of the past do not influence the present manage- 
ment of a property, and if the present owner bought the property 
since they were committed and incurred, they do not rest on his 
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shoulders. The forest under transformation to sustained yield can be 
granted substantial relief through a reform in the tax system appli- 
cable to forest lands generally rather than to this special class. 

LAWS OF GENERAL APPLICATION 

An ideal forest-tax system will apply generally to all forest property, 
and forest owners will not be given an option as to what tax system 
shall be employed in connection with their properties. 

Most of the special forest-tax laws of the States are optional, the 
classification under the laws being initiated by application of the 
owner. If, under such conditions, all the properties eligible or 
the bulk of them are brought under the law, there may be reason to 
suspect that the law is granting special favors to this class of property. 
If only a few properties come in, it is evident that owners generally 
think they are better off under the ordinary tax system or do not in- 
tend to hold the cut-over land under either system. ‘This appears to 
be the situation with respect to most of the optional forest-tax laws 
that have been enacted in this country thus far. In no State which 
has a forest-tax option is there more than a negligible portion of pri- 
vately owned forest land classified under the optional system. 

A method of taxation which, as a result of its optional character, is 
actually in effect on only a small portion of the properties to which it 
applies can scarcely be presumed to have secured an equitable result 
or to have accomplished the purposes for which it was intended. 
Some owners may be ignorant of the option, others may prefer not to 
invite an invidious comparison with other owners by asking for special 
tax treatment, while still others may shy at the red tape involved. 
Certain other owners may use the option as a club over the assessor’s 
head, telling him, in effect, that if he does not reduce the assessment 
the property in question will be put under the alternative tax system. 
As a general principle, it would seem that if a certain tax system is 
worthy of adoption at all it should apply to all owners alike, without 
requiring them to take any unusual initiative. Only thus would it 
appear possible to accomplish any fundamental public purpose. The 
legislature should accept the responsibility for determining the best 
method of taxing forest property, in consideration of the public interest 
as a whole, and should then make its enactment of general application. 
This principle, however, should not be construed as opposed to every 
minor option which may arise incidental to the administration of such 
a tax law. 

CONTRACTS 

The great advantage of certainty as to the future burden of taxes 
upon forest property has caused efforts to be made in a number of 
States to deprive future legislatures of the power to amend existing 
tax provisions. 

It is a general rule that no legislature can bind future legislatures so 
as to deprive them of the right to amend or repeal any act of a previous 
legislature. The courts have, however, established the general princi- 
ple that when a statute embodies a contract with another party, the 

State may not violate its part of the contract by subsequent legisla- 
tion. This has appeared to offer a means by which existing forest-tax 
measures might be given immunity from change by later legislation, 
and in a number of States provisions have been embodied in forest-tax 
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legislation stating or implying that the law constitutes a contract be- 
tween the State and the taxpayer. 

It should be noted at the outset that these ‘“‘contracts”’ often do not 
provide for any valuable consideration to be given by the owner in 
return for the special tax status offered, and thus a question may well 
be raised whether they are really contracts at all. Often the only con- 
sideration demanded is that the owner shall keep his land in a forested 
condition. Whether or not this restriction on the owner’s acts is ac- 
tually a valuable consideration given by the owner to the State has 
never been submitted to the courts. Suspicion as to the bona fides of 
the conventional contract provision is awakened when one observes 
that these so-called ‘“‘contracts” may generally be terminated at the will 
of the taxpayer, without very serious penalty, whereas, so long as the 
taxpayer lives up to his obligations, the State is not free to terminate 
the contract. Itis doubtful whether such a one-sided arrangement is 
a real contract. 

The Connecticut Supreme Court of Errors has held that in order 
to give a tax-exemption act the force of a contract it is necessary (1) 
that there be a clear intent to create something more than a mere 
privilege or bounty; (2) that the tax exemption be in the nature of a 
contractual obligation; and (8) that the contractual relationship be 
supported by a real and not a speculative consideration. The court 
then went on to say that a tax-exemption statute will not be con- 
strued as an irrevocable surrender of the power of taxation if it 
can be otherwise reasonably interpreted.” 

In answer to a question from the New Hampshire Senate, the 
supreme court of that State delivered the following opinion, January 
Wa 9S0: 

House Bill No. 5 provides for the exemption of standing wood and timber 
from taxation upon the owner’s entering into a contract with the State to pay 10 
percent of the stumpage value at the time of severance. It is entirely clear that 
the act is not within the limits fixed by the constitution. It undertakes to make 
tax liability a matter of bargain and sale at the option of a certain class of property 
owners, others having no such option. It seems unnecessary to say more upon 
this subject. The plan is so at variance with the whole theory of taxation in 
this State that its invalidity is not open to doubt. 

To these judicial decisions may be added the hard fact that in one 
State the legislature has already seen fit to amend the rates of a 
special forest-tax law which the enacting legislature had sought to 
make inviolate under the protection of a contract provision. The 
Michigan act of 1925 introduced a specific property tax and a yield 
tax and provided that amendments to the law should apply to all 
lands classified after such amendments became effective; owners of 
classified lands might apply, without prejudice, for classification under 
such amending laws. ‘This proviso has usually been understood to 
imply a contract under which the State, in case of amendments to the 
law, would not undertake to impose on property already classified 
provisions less favorable to the owner than those under which the 
property had been classified, while at the same time giving him 
opportunity voluntarily to take advantage of more favorable provi- 
sions. However, in the opinion of the attorney genera ,* such 
understanding is in error insofar at least as concerns the terms of 
taxation. He held that ‘‘specific taxes or taxation, or exemption 

57 State ex. rel. Foote v. Bartholomew et al., 108 Conn. 252. 
7 a This opinion was given to the acting director of the State department of conservation under date of 

eb. 21, 1928. 
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from taxation, are not a contract between the landowner and the 

State, and specific taxes may be changed at any time.’ This opinion 

was occasioned by the 1927 amending act, increasing the specific 

tax on softwood land from 5 to 10 cents per acre, which tax the 

attorney general holds must be paid upon all land, whether classified 
prior to the amending act or not. ; 

Irrespective of constitutionality, forest-tax contracts are inadvis- 
able on general grounds, especially if they run for a long term of 
years. No one at the present time knows what conditions will be 
during whatever period the contract may cover, and to tie up the 

State to a certain line of action for that period of time may work 
erave injustice, either to the owner or to the State. During the 
period of the contract our monetary system, for but one instance, 
might be quite different from what it is now, and a 10-cent-per-acre 
tax or a $2 assessment at that future date might not be at all what 
was contemplated when the statute was enacted and made rigid by 
contract, 

In order that private owners may be persuaded to accept the con- 
tract, a means is usually offered them of declassifying their land at 
any time they wish to do so. The State, on the other hand, is 
usually bound to abide by the contract for as long as the owner com- 
plies with the modest restrictions placed upon him in regard to the 
management of his land. A State should certainly be wary of such 
one-sided arrangements. 

SPECIAL CONCESSIONS TO FORESTRY 

Many forest properties are so burdened by costs that they cannot 
be operated as commercially profitable enterprises. It is sometimes 
urged that the State remedy this condition by offering a special tax 
concession to forestry; tax exemptions, tax rebates, taxation at 
especially low rates, and other favors of this sort have been often 
proposed and, in a limited way, have been frequently granted. 

As was pointed out in part 1 (p. 9) of this report, all such favors 
are repugnant to the general theory of taxation, which presumes that 
all elements of the community will contribute toward the cost of 
gvovernment according to some equitable rule of apportionment. A 
tax concession granted to one interest necessitates an increased tax 
burden upon all other interests. Moreover, such special favors, if 
they accomplish the desired result, tend to direct industry into une- 
conomic channels. Any industry which does not bear its fair share 
of the costs of government has a heavy burden of proof to show 
that it is not a parasite upon the other industries of the community. 
It is no defense to show that the industry seeking special considera- 
tion is meritorious—has great public value—since the same may be 
said of all other legitimate industries. For example, it may be urged 
that forestry is of great service to the public. But so is agriculture 
and manufacturing and transportation. There is here no sound or 
workable basis for the granting of tax favors. 

The foregoing conclusion is in no sense contradicted by the fact that 
the Government may be compelled in the public interest to take cog- 
nizance of the necessity of preserving some sort of vegetative cover on 
mountain lands for the protection of property at lower elevations 
against soil erosion and destructive floods in periods of heavy rainfall 
and against the drying up of springs, streams, and wells in periods of 
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light rainfall. ‘The Government performs a proper function in seeing 
to it that a thrifty forest or other suitable vegetative cover is main- 
tained for this purpose. To this end the Government may have to 
regulate the use of private land, in return for which appropriate com- 
pensation may be due the owner. Such compensation is not to be 
recarded as a special concession. It is a proper compensation for a 
service rendered to the State by the forest owner. But it should be 
made by means of a direct payment as reimbursement for damages 
rather than by means of a reduction in taxation. There is no possible 
way, under a general statute, to make the tax concession agree with 
the amount of the damages due to any particular owner. Under 
such a procedure, some would receive too great a reward, others too 
little. Moreover the method of direct payments has the advantage 
that the payments are out in the open, they have to be authorized 
by the legislature, their amount is known, and it is possible to deter- 
mine whether the public advantage acquired i is worth the cost. All 
this is likely to be concealed under the plan of tax concessions. 

Special tax concessions in behalf of forestry are therefore not recom- 
mended. This point might perhaps warrant further elaboration were 
it not for the fact that in any case little aid toward the solution of the 
forest-tax problem is to be looked for from this direction. It is sig- 
nificant that, of the many States which have sought to promote for- 
estry by special-tax favors, none has accomplished any result of 
importance. It is recommended that, wnatever may be the solution 
of the problem of forest taxation, it should involve a tax contribu- 
tion from forest owners substantially on a par with that of other 
taxable interests. 

SEPARATION OF LAND AND TIMBER VALUE 

A number of the plans for changing the tax system with special 
relation to forests, which will be considered later, as well as the special 
forest-tax laws now in effect in several States, require that forest 
properties be assessed separately for land and timber. There is 
obviously need for a precise definition of what is ordinarily meant 
by the land value of a forest property for use both in connection with 
a theoretical study of forest-tax plans involving separate valuation 
of the land element and in the formulation of forest-tax laws. 

It appears that the most useful concept of land value is that value 
which would remain in a forest property if the forest were replaced 
with cut-over land such as would result from cutting the merchantable 
timber from a forest similar to that under consideration as to site and 
species, but composed entirely of a mature, even-aged stand. It is 
assumed that if there are any recreational or scenic values, they will 
be included in full with the land value even though they would be 
impaired by the hypothetical cutting. It is understood that if the 
land derives its value from some prospective nonforest use, a reason- 
able discount is taken from the cut-over land value to allow for what- 
ever time may be required for the economical removal of the forest 
cover. 

The above method of analyzing forest value into timber and land 
value is generally familiar to assessors and appraisers in the forest 
regions of this country. In the case of relatively unproductive or 
inaccessible lands, the value of cut-over land is often a nominal amount 
based on the general advantages of land ownership rather than on 
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definite prospects for specific uses. When based on prospective use 
of the land for forestry, forest-land value is identical with the ‘‘soil- 
expectation value”’ of forest finance, provided that the cost of regen- 
eration in the customary formula is interpreted to mean the usual 
cost actually incurred in the management of forests of the kind under 
consideration, rather than a theoretical cost starting with land that 
has been denuded. The formula referred to is as follows: 

¥—C-X—eG FPR 

foes oan Gee emer to 
in which L is the land value; Y, the gross yield or stumpage value 
realized at the end of each rotation; C, the cost of regeneration incurred 
at the beginning of each rotation; X, the total amount of the taxes 
accumulated to the end of the rotation at the established rate of pure 
interest, p; e, the average annual expense incurred each year for 
administration, protection, and cultural operations; and n, the 
number of years of the rotation. 

A more usual form of the soil expectation value formula is: 

Y—C (1+p)"—e Utero 

og (-+p)*—1 
where e includes taxes as well as other annual expenses. This is the same as the 
preceding formula except that here taxes are treated as an average annual sum, 
and the term —C is transferred to the numerator of the fraction. The form used 
in this report is preferred because it permits taking proper account of the property 
tax, because the numerator of the fraction is an expression of the entire net income 
from the forest investment, and because it indicates directly that the value of the 
land is the capitalization of that income received every n years less the cost of 
regeneration incurred every n years. 

If forest-land value is defined in accordance with the above-de- 
scribed concept, it is equivalent to bare land (in the strictest sense of 
land without possibility of natural regeneration) only when applied 
to a forest in which it is usual to clear-cut the mature trees and replace 
them by planting. When applied to forests which are ordinarily 
regenerated by natural means, the kind that prevail in this country, 
land value measures the value of the site together with the capacity 
of the forest to reproduce itself. It is equivalent to the value of the 
forest property in its existing condition less the value of the trees, 
if the value of the trees 1s taken to include only merchantable timber 
and any smaller trees that have passed the regeneration stage and are 
therefore not included in the reproductive capacity of the forest. 
By ascribing to the land the entire value that a property would have 

in a cut-over condition, all nonforest possibilities, such as prospective 
mineral or agricultural use, are regarded as contributing to the land 
value. The same is true of uses which are compatible with timber 
growing, such as hunting and fishing and enjoyment of recreation and 
scenery. 

FIVE PLANS CONSIDERED 

Five plans based upon modification of the tax system with special 
reference to forests have been considered worthy of investigation and 
of treatment in this report. The first plan discussed is the yield tax, 
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which in its usual form is a substitute for the property tax upon all of 
the forest value except that which is contained in the land. The other 
four plans to be treated are modifications of the property tax, and will 
be called respectively, “adjusted property tax’’, ‘deferred timber 
tax’’, ‘‘differential timber tax’’, and ‘immature timber exemption.” 
Of these five plans, the yield tax and the immature timber-exemp- 

tion plan are not regarded as capable of solving in a satisfactory way 
this phase of the forest-tax problem. Nevertheless, in consideration 
of the wide public attention which these plans have attracted and of 
their adoption in a limited way in State legislation, they will be 
considered in detail at a later point. 

Three plans are thought worthy of recommendation as offering 
sound measures for the solution of the forest-tax problem. The first, 
or adjusted property-tax plan, retains the forms of the property tax, 
but with reductions in the tax that are so adjusted to the deferment 
of income that the resulting tax burden approximates that which 
would be imposed by an income or net-yield tax substituted at an 
equivalent rate for the property tax. This plan best avoids under all 
circumstances the inherent disadvantages of the property tax with 
respect to forest property. The second, or deferred timber tax, 
permits the owners to defer the payment of property taxes on timber 
until income from timber or other forest products is realized: This 
plan also approximates, but in general less accurately than the ad- 
justed-property tax, the tax burden which would be imposed by an 
income tax. It offers the maximum immediate relief to timber- 
holding taxpayers, since it would transfer the entire burden of financ- 
ing taxes on timber in advance of income from the owners of the timber 
to the public. The third, or differential timber tax, retains both the 
forms and the essential characteristics of the property tax, but with 
the timber value in part relieved from taxation as an offset to the 
inherent disadvantages of the property tax. This plan offers a more 
simple way of meet ng the special forest-tax problem than the other 
two recommended plans but imposes a tax burden less closely ad- 
jusied to that of an income tax. These plans will be treated in detail 
ater. 
Throughout the following discussion of plans for modification of the 

tax system with special reference to forests, the reader should keep in 
mind the great importance which this report attaches to improvement 
of the administration of the property tax as set forth in an earlier 
section of this part and should remember that no special tax plan can 
be guaranteed against nullification by faulty administration. Never- 
theless under ordinary conditions the adoption of any one of the recom- 
mended plans would improve the forest-tax situat on, and its adoption 
need not be delayed until the process of reforming the rural tax situa- 
tion is completed. 

THE YIELD TAX 

PURPOSE 

The apparent difficulties in the way of so modifying the property 
tax as to make it appropriate to the business of forestry have given 
occasion for the opinion that the solution of the forest-tax problem is 
the complete, or nearly complete, removal of forests from the property 
tax base and the imposition of a different kind of tax. There is 
precedent for this action in the changes in taxation which have 
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resulted from the breakdown of the property tax as applied to the 
public utilities. 

In the case of the public utilities, local assessments for property 
taxation have been found generally unsatisfactory because of the 
difficulty of ascertaining the value of properties such as railroads, 
power lines, and telephone systems, by individual taxing districts. 
As a result, where the property tax has been retained, assessment 
and equalization by a central State authority are usually provided. 
In other cases, the property tax has been abandoned, entirely or in 
part, and a tax on earnings substituted. Gross rather than net 
earnings are the usual base, on account of the need of regularity of 
income, as well as of certain difficulties in determining real net 
earnings. The conclusions of this investigation, pointing to the nec- 
essity of centralized assessment of the property tax and recommend- 
ing modifications of the property tax to adjust it more satisfactorily 
to the nature of forest property, are in harmony with the first line 
of attack upon the problem of taxing the public-utility companies. 

On the other hand, the substitution by certain States of earnings 
for property as the basis for the taxation of the public utilities may be 
taken as a precedent for considering the possibility of removing forests 
from the property tax, although this would be a new departure for 
landed property on a large scale. The natural substitute for the 
property tax would be some form of income tax, since the chief 
theoretical objection to the property tax as applied to forests arises 
out of the necessity of paying taxes in advance of income. As net 
income of a forest could be determined only if proper accounts 
extending over a long period had been kept, and most owners would 
not have such records, the gross income is the only readily available 
base for an income tax. Such a tax is known as a forest-yield tax. It 
is generally limited in application to the stumpage value of forest 
products when severed from the land and, when so limited, is a form 
of the severance tax. The forest-yield tax has been widely advocated 
in the United States and, as has been shown (pt. 9), has been applied 
in a limited way in a number of States. 

The purpose of the yield tax, as above indicated, is to escape from 
both the administrative and the inherent disadvantages of the prop- 
erty tax and to make the payment of taxes coincide with receipt of 
income. 

PURE AND MODIFIED FORMS 

The essential feature of the yield-tax plan is the substitution for 
the property tax of a tax based on income. If this substitution 
involves the entire property, land and timber, it is proper that all 
current income be subject to the yield tax, not only the stumpage 
value of forest products when cut, but also all other receipts such as 
those from hunting or grazing. This form of the plan is called the 
pure yield tax. There is also a modified form, which involves only 
the timber element of the forest property, leaving the land subject to 
an annual tax. In this case the yield tax applies only to timber or 
other products of the trees. 

_ The pure yield tax has certain obvious advantages of directness and 
simplicity. It would go the whole way in relieving the grower of 
forest products from the problem of financing tax payments in advance 
of income and from the uncertainties inherent in property tax assess- 

101285°—35 36 
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ment. On the other hand there are objections—both theoretical and 
practical—to the entire exemption of forest-land values from the prop- 
erty tax which compel attention to the alternative modified yield tax. 

In the first place, the retention of the property tax on land seems 
to be the best way of taxing certain elements of value that occur in 
many forest properties which are managed only in part for the produc- 
tion of forest products. Forest lands may be subject to other uses 
compatible with timber growing, such as grazing, recreation, and 
production of game and fish. Benefits from these and other sources 
would be difficult to evaluate in cash for the purpose of levying a 
yield tax. Forest lands may also be managed for wood production 
while held speculatively for an eventual use that is incompatible 
with continued forestry, as for agriculture or residence sites. The 
added value arising from these other prospective uses would escape 
taxation under a pure yield tax, for as soon as the time were ripe for 
the conversion to the more profitable use, the property would fall 
out of the forest-land category. In the meantime the speculative 
holders would have been unduly favored, unless an ‘‘unearned 
increment” tax were imposed on the increase in value for the higher 
use. It is preferable to leave whatever value the land has for all 
uses, present and prospective, subject to taxation in the same manner 
as real estate in general. Otherwise it would be necessary either to 
attempt segregation of that part of the value of the land in excess of 
the value which it would have were forestry the most profitable use and 
tax this excess value under the property tax, which in practice would 
be very difficult, or to exclude entirely forest properties with recognized 
land values based on prospective uses other than forestry, which ‘would 
greatly narrow the application of the plan and reduce its benefits. 

Another reason for leaving the land subject to annual taxation is 
to relieve in some degree the local revenue situation in counties where 
forest land predominates. Obviously this relief is relatively small in 
counties with a substantial quantity of valuable timber in the tax base. 
In cut-over communities, on the other hand, it permits the application 
of the yield-tax plan with very little change in current revenues. 

Finally the proposal to exempt forest land entirely from the 
property tax would run counter to the most fundamental tradition of 
property taxation. Of the entire property tax structure, the tax on 
land is the heart and center. Historically, land was the foundation of 
the first property taxes—they were indeed scarcely more than land 
taxes. In the evolution of the property tax throughout the world, 
various other classes of property were added from time to time. As 
experience taught the difficulties of taxing personal property, most 
classes of such property were gradually eliminated, so that among 
modern countries generally (outside of the United States) the property 
tax has pretty much gone back to its original state—a tax on real 
estate. While the United States has been reluctant to go thus far in 
giving up the taxation of personal property, it is scarcely conceivable 
that this country will ever consent to the exemption from property 
taxation of any considerable part of its land resources. Moreover the 
general case—economic, political, and social—against such exemption 
would appear to be conclusive. 

The land tax may be an unmodified property tax on the assessed 
value of land apart from timber, or it may be limited. The limitation 
may be made in one of three ways: (1) by fixing either a constant or a 
Maximum assessment, (2) by imposing a specific annual tax per acre, 
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or (3) by applying a specified fraction of the property tax rate to the 
regular assessment. The first two limitations have been shown to 
lead to such serious inequalities between taxpayers that they are 
undesirable and, if adepted, not likely to be permanent. The third, 
besides introducing an inequality without theoretical justification, is 
not generally advocated for use in connection with the yield tax since 
it affords no protection from arbitrary assessment. 

It appears, therefore, that the modified yield tax with land value 
remaining subject to the regular annual property tax is the only form 
of the yield tax that deserves serious consideration. 

DETERMINATION OF THE RATE 

One of the weaknesses of the modified yield-tax plan is the difficulty 
of determining a yield-tax rate which would impose a tax burden on 
deferred-yield forest properties comparable to the burden of the 
property tax on real estate which produces a regular annual income. 
Taking the income or net-yield tax (at a rate that would make this 
tax equal the property tax for property producing sustained annual 
income) as the measure of a just tax that is appropriate to forests, it is 
theoretically possible to determine for a second-growth property under 
a given plan of management a yield-tax rate that would, under the 
particular conditions assumed, impose a burden equal to that of such 
a net yield tax. A formula for this purpose has already been developed 
(p. 74, formula 23). It is based on the expected yield, property tax 
rate, interest rate, length of income cycle, number of income cycles to 
the rotation, cost of regeneration, and annual expense. This formula 
has been applied to a number of hypothetical examples assumed to 
cover the range of ordinary relationships between the governing 
factors. The range of yield-tax rates thus indicated is shown in table 
150. The averages of these results for cases where the income cycle is 
one-half or some smaller fraction of the rotation are shown in table 
151. Both of these tables are based on a fixed rate of pure interest, 
assumed to be 3 percent. With a 4-percent interest rate, the yield-tax 
rates would have been in each case about 1 percent lower. 

TABLE 150.—Ranges of yield-tax rates! 

INCOME CYCLE EQUAL TO ONE-HALF AND SMALLER FRACTIONS OF THE 
ROTATION (FORESTS WITH MORE THAN ONE AGE CLASS) 

Yield-tax rates based on a property tax rate of— 

Rotation 
0.5 1 1.5 2 2.5 3 

percent percent percent percent percent percent 

Percent Percent Percent Percent Percent Percent 
BOLV GATS eee een Hee 4-7 13 12-18 15-2 18-27 20-30 
A0iVGATS ie Rs a ee eo 5- 8 10-15 15-21 18-26 22-31 25-35 
ORV CATS Oe ei eR ee 1 7-9 12-17 17-24 22-29 26-34 29-38 
COSY carseilees Sos meme Ue ee ce ee) 8-10 14-19 19-26 24-31 29-36. 32-41 
SOM carsacr acer wenn enn Lay 9-12 17-21 23-28 29-35 33-40 37-44 

DORVEATS Ae ee Ra ee hi ES MIS 2— 6 4-10 5-14 6-18 7-21 7-23 
40 Wears Le raed ete ee 2- 6 4-12 6-16 7-20 8-23 9-26 
DOV CATS zee oe A SBE eu ea 3- 7 5-13 7-18 8-22 10-25 11-28 
GOl years’ 22 Le aby te FS 3- 8 6-14 8-19 10-23 11-27 12-30 
SON CaTS 2a ee a eas 4-9 7-15 9-21 11-25 13-29 14-32 

1 Formula 23 (pt. 3) was used in computing the above rates. 
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TaBLE 151.— Average yield-itax rates} 

Yield-tax rates based on a property tax rate of— 

Rotation 
0.5 1 Le 2 PAs 3 

percent percent percent percent percent percent 

Percent Percent Percent Percent Percent Percent 
SON Cars ess nee ee ee 6 11 15 19 23 26 
40 VCATS = anes coe eater ane a 13 18 23 27 31 
SOF eCarseathWes ess fae eS 8 15 21 26 31 35 
GOV CATS 2 ee eee ee 9 17 23 29 34 38 
SOSV Cars! eee Eee ee ee 11 20 7 33 38 42 

1This table is based on managed second-growth forests where the income cycle is equal to 4 and 
smaller fractions of the rotation forests with more than one age class). Formula 23, pt. 3, was used in com- 
puting the rates represented by the above averages. 

It is evident that under the conditions represented in tables 150 and 
151 there are two factors which would have prenounced influence on 
the determination of the yield-tax rate; namely, the property-tax 
rate and the rotation. If cases where the income cycle is the same as 
the rotation (even-aged forests) are eliminated from consideration, the 
mniuenee of all other factors that would affect the yield-tax rate is 
shent. 

Attention is directed to the wide variations in yield-tax rates corre- 
sponding to the conditions represented in table 151. For example, if 
the rotation is 50 years, a change in the property-tax rate from 1 to 2.5 
percent raises the yield-tax rate from 15 to 31 percent. If the prop- 
erty-tax rate is constant at 1.5 percent, there is a range of variation 
in yleld-tax rates from 15 to 27 percent as the rotation is increased 
from 30 to 80 years. 

Since the formulas for yield-tax rates applicable to second growth 
give such different results under different conditions, and since these 
conditions are far from uniform within States and their subdivisions, 
these formulas could be applied directly to determine uniform yield- 
tax rates applicable to States or counties only by ignoring the differ- 
ences between individual properties. Ifa uniform constant property- 
tax rate and a single rotation could be ascribed to the second-growth 
forests of the State or county for which a uniform yield-tax rate were 
desired, a close approximation to the correct rate could be read from 
table 151, provided that even-aged forest properties were sufficiently 
exceptional so that they could be disregraded for practical purposes. 

In practice, property-tax rates may vary widely, both among differ- 
ent local taxing districts in the same year, and within a single district 
from year to year. It is impracticable to adjust yield-tax rates to 
current local property-tax rates. Methods by which property-tax 
rates might be averaged for the determination of uniform State or 
local yield-tax rates will be mentioned at a later point. 

There is, of course, no uniform rotation within a State, county, or 
town. The only way to meet this difficulty would be to determine an 
average or typical rotation as the basis for the yield-tax rate, in which 
case properties managed on a shorter rotation than this average would 
be overburdened, and those managed on a longer rotation would be 
favored. Suppose, for example, that in the State or district concerned 
it was found that rotations of 30 to 50 years were the rule. The 
average or typical rotation might then be considered to be 40 years. 
From table 151 the yield-tax rate could be determined according to 
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the average property-tax rate, interpolated, if necessary, for rates not 
shown. If the property-tax rate were 1 percent or 2 percent, the 
corresponding yield-tax rate would be 13 percent or 23 percent, 
respectively. ‘This method has the disadvantage of being rather com- 
plicated for incorporation in a law, since a schedule of yield-tax rates 
to fit all possible property-tax rates would have to be adopted. 
A simpler method of providing for a yield-tax rate which would vary 

with an average property-tax rate would be to establish by law a con- 
stant ratio of one to the other. For example, assume rotations and 
tax rates as described in the preceding paragraph. Since rotations 
from 30 to 50 years would be the rule, it may be seen from the first part 
of table 150 that the yield-tax rate corresponding to a property-tax 
rate of 1 percent would vary from 8 to 17 percent, while that corre- 
sponding to a property-tax rate of 2 percent, would vary from 15 to 
29 percent. The law would then require that the yield-tax rate be 
determined by multiplying the property-tax rate by a given constant, 
which might be placed at any figure between 9 and 14 in order to give 
results well within the range of variation indicated by table 150. 
The particular constant could be determined by averaging the ex- 
tremes, or it could be set arbitrarily nearer either extreme, at the dis- 
cretion of the legislature. In view of the wide margin of uncertainty 
in determining the average or typical rotation on the basis of objective 
facts, any loss in accuracy from this modification is more apparent 
than real. Only a very rough determination of the equivalent yield- 
tax rate is possible, whether taken from table 151 or computed directly 
from the property-tax rate by means of a ratio based on table 150 in 
the manner described. 

While these methods would determine a yield-tax rate that might 
be considered roughly appropriate to second-growth forests, this rate 
would have no particular validity for old-growth forests. Where such 
forests are not an important element in the tax base, administrative 
convenience would suggest the extension of the second-growth rate to 
old growth. Under other conditions, it would seem necessary from 
the revenue viewpoint to make the rate high enough not too sharply 
to reduce the taxes on timber asaclass. The effect on the tax burden 
of the individual property would depend on the length of time the 
timber was held before cutting. ‘Timber subject to immediate or 
early operation would be more heavily burdened than under the 
property tax; timber held in reserve for sufficiently long periods, more 
lightly. For example, if a yield-tax rate of 10 times the property tax 
rate were adopted, the owner of an old-growth forest would have to 
plan the holding of his timber for a period greater than 11 to 13 years 
in order to expect a tax burden below what it would be under the 
property tax, assuming that a net annual increase in value of 3 per- 
cent and moderate costs of protection and administration were 
anticipated. 

STATE OR LOCAL RATES 

The yield-tax rate might be determined either at a uniform figure 
for the entire State, or at independent figures for each county or 
town. Convenience of administration would dictate a single State 
rate, while a more exact correspondence to the property tax basis 
would suggest separate county or town rates. Separate rates would 
carry the further advantage of giving the benefit of a lower yield-tax 
rate to timber located in jurisdictions where tax rates had been kept 
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lower than the average by efficient administration, thus enlisting the 
interest of the forest owner in the quality of local government. The 
single State rate, on the other hand, has, in addition to the adminis- 
trative advantage of simplicity, the merits of stability and territorial 
uniformity, which would be most helpful to the owner in making his 
long-range plans for the management of his property. If the single 
State rate were used, sufficient stability might be obtained by using a 
property-tax rate equal to the average total rate for all purposes 
throughout the State, excluding urban and other nonforest districts, 
and corrected so that it would be a ratio of actual rather than of as- 
sessed value. If individual county or town rates were used, the 
property-tax rates from which they were calculated should be averages 
for a period of years, perhaps for the past decade, in order to avoid 
sharp fluctuations in the yield-tax rates resulting from temporary or 
local abnormalities in the property-tax rates. Even so, there would 
still be considerable variations from year to year in each town or 
county, as well as the inevitable differences between the rates of 
different towns and counties. 

DISPOSITION OF THE REVENUE 

Since it would be essential that the State administer the yield tax 
on forest products, it is necessary to consider the disposition of the 
revenue. If a State were willing to take over support of functions to 
a degree that would render its subdivisions independent of timber 
taxes, it would be appropriate for it to retain the entire amount as 
State revenue. Such a disposition might be suitable for example in 
North Carolina, because here the State has taken over support of all 
roads and of the minimum school term. Otherwise some means of 
distribution of the yield-tax revenue would be required. There has 
been no experience adequate to serve asa guide. The following three 
alternatives have been suggested: 

1. Distribution on the basis of average annual receipts. A rough 
estimate would be made of the probable average annual yield of the 
forests in each county, town, or other district in the near future. The 
State would pay the proper share of the tax on this yield to each dis- 
trict annually and charge each such payment to an account with the 
particular district. Whenever any timber was cut in any district, 
the district’s share of the tax would be credited on its account. The 
balance at the end of each year would be carried forward with interest 
to the end of the next year. A large balance on either side would be 
avoided by changing the amount of the annual payments from time 
to time as experience showed they were too high or too low. This 
plan would give to each district the exact share to which it was 
entitled on account of timber cut within its borders, the State acting 
as a sort of banker in order to equalize the annual flow of revenue to 
the districts. 

2. Distribution in accordance with local needs. The State would 
allocate the receipts of the yield tax to school and road funds, which 
would be used to assist in supporting schools and roads in districts 
the tax revenues of which were seriously affected by removal of 
timber from the property-tax base. The exact method of arriving 
at the amounts of such aid would have to be worked out on some 
equitable basis, which would, of course, require careful study of the 
situation in the particular State. This plan is subject to the danger 
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of controversy over the definite guides for use of these funds, and 
political considerations would be likely to enter. It might also have 
a tendency to perpetuate uneconomic local units. 

3. Distribution in proportion to forest value. The yield-tax 
receipts would be divided annually in proportion to forest value on the 
basis of an impartial periodic appraisal of forest property in the 
several counties or other districts. If land were retained under the 
property tax, the land value should be excluded from the appraisal. 
This plan involves the difficult and expensive administrative task of 
making the appraisals. 

EFFECT ON PUBLIC REVENUES 

The initial effect on public revenues of the modified yield-tax plan 
would depend primarily on the ratio of the value of the current an- 
nual cut to the total value of the standing timber, exclusive of tax- 
exempt property, compared with the reciprocal of the ratio of the 
yield-tax rate to the property tax rate. If, for example, a yield tax 
were applied at a rate 10 times the property tax rate, the value of 
the annual cut to which the yield tax was applied would have to be 
one-tenth of the total value of taxable standing timber in order to 
produce an equal revenue. If under these conditions the value of 
the annual cut were less than one-tenth of the total value of the tim- 
ber, the application of the yield tax would result in a deficit in public 
revenues compared with the property tax; if more than one-tenth, a 
surplus. | 

The approximate ratios, based on the average cut and value for 
the years 1925-29, are given in table 152 for all of the States where 
reasonably satisfactory figures are available. As the estimates from 
which these ratios are computed are in some respects very rough, no 
claim is made for accuracy as to the results. However some indica- 
tion is given by this table of the immediate effect on the total tax 
‘revenues of any particular yield-tax rate. For example, if the yield- 
tax rate were 10 times the property tax rate, 24 out of 39 States would 
show a gain in tax revenues through the substitution of the yield tax 
for the property tax, and 15 States would show a loss, in all cases 
considering the State as a whole. In many of the States where there 
might be considerable proportionate loss in tax revenues from timber, 
the value of timber is not a sufficiently large item in the tax base to 
make the loss serious. This condition exists in all of the Middle 
Atlantic States and in Montana, Colorado, and California. It appears 
that in normal years the revenue loss on a State-wide basis resulting 
from the adoption of the yield-tax plan at a rate of about 10 or 12 
times the property tax rate would not be important except in a few 
States where the annual cut is unusually small relative to the supply 
of standing timber and standing timber is a large element in the tax 
base, as in Maine, Vermont, Idaho, and Oregon. 
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TaBLE 152.—Relation between values of annual cut and total stand of privately owned 
tzember,! selected States, by regions 

Ratio of || Ratio of 
Value of value of Value of value o 
annual | x; annual |) annual | x; annual 

Value of | Value of 
Region and State |CUtSUD-|.tending| CU tC | Region and State cut sub- + ding| Cut to 

ject to Gamer value of |) ject to Saisie value o 
yield stand- yield stand- 
tax ing tax ing 

timber timber 

1,000 | 1,000 | 1,000 | 1,000 
New England: dollars | dollars | Pereznt | South: dollars | dollars | Percent 

Maine® torsse eo 42610 | 139, 878 3.3 Warginiats eee 8, 140 59, 948 13.6 
New Hampshire--- 4,120 | 35,598 11.6 North Carolina__--| 11,500 | 98,338 ih ze 
Vermont: s]2 1,650 | 46,016 mos South Carolina__-_- 7,370 | 66, 766 11.0 
Massachusetts. - --- 1,390 | 12,840 10.8 Georgia Saee-s 9,890 | 90, 492 10.9 
Connecticut__-_---- 558 8, 289 6.7 Hiloridae see eee 6,560 | 43.726 15.0 
Rhode Island_-_-__-- 106 558 19.0 Adabama] eae: IPL 7 49, 058 25.9 

Middle pve: Mississippi_..---__- 24, 200 | 76, 065 31.8 
New York: = =2222-= 2,410 | 111, 749 Ded, HLouisian ae 19,400 | 94, 288 20. 6 
Pennsylvania_-_---- 3,840 | 56, 944 6.7 Arkansassssi2ere 13,600 | 96, 832 14.0 
New Jersey. --_---- 208 5, 416 3.8 Oklahoma_—=___=_ 2} 1, 320 5, 456 24. 2 
Delaware. ________= 166 | 2,506 6.6 Texasueks Shao Tet | 13,800 | 67,-405 20. 5 
Maryland__-------- 862 | 12,785 6.7 | North Rocky Moun- | 

Lake: tain: 
Michigan._______-- 5, 670 | 100, 991 5.6 Montana___.------- 774 | 17,088 AS 
Wisconsin__________ 7,740 | 65, 068 11.9 Tdsho- sees 3,420 | 58, 265 5.9 
Minnesota_-__------ 2,930 | 15,818 18.5 || South Rocky Moun- 

Central tain: 
Onige es aan ee 3,200 | 21, 882 14.6 Colorado! 74 1, 457 5.1 
indianas S222 Sse 3, 740 10, 208 36. 6 New Mexico___--_- 329 2, 345 14.0 
Lin oIS2 2 sae 1,370 | 11,820 11.6 || Pacific coast: - 
NMaissounig es 3, 250 24. 046 13.5 Washington_____-_- 24, 500 | 301, 079 8.1 
Tennessee__________ 7,530 | 48, 202 15.6 | Oregon! > 12, 400 280, 777 4.4 
Kentucky_________- 4,910 | 26,918 18. 2 California_________- 25,090 | 256,778 2.0 
West Virginia____-_- 4,940 | 29, 539 16.7 

1 Sources of a Baacees Of Gata, Coluiia,2, aveeanotinian canines cai alate TinDeie ee eee Column 2, average timber cut times unit values. Timber cut based on estimate of 
total saw timber cut covering the period 1925 to 1929, less national-forest timber cut. Unit values based 
on stumpage prices reported to the Forest Service, averaged for the same period; column 3, estimated 
stand of privately owned timber multiplied by the same unit values used for column 2 with a percentage 
deduction to allow for carrying charges up to the time of cutting; column 4, by computation. 

2 Includes Nevada, separate figures not being available. 

For certain States, representing different regions of the United 
States, more complete information than that of table 152 is available. 
The effect on public revenues of the application of the yield-tax plan 
in these States is indicated in table 153. In all of these States except 
Oregon and Washington it would appear that a yield tax with a rate 
assumed to be 10 times the average property tax rate would give as 
much tax revenue from the timber as the property tax, or more. 
This yield-tax rate would vary from 10.8 percent for Tennessee to 23.2 
percent for Wisconsin. 
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TABLE 153.—Esiimated initial gain or loss in tax revenue by substitution of a yield 
tax for the property tax on wmber,! selected States 

Prop- be ree y Aver- SOO Cine Oi ess vislaitas 
eLGy, |ncollec=s|fammwall| laces | merecn camel ima | ce whieh 
taxes | tions cut prop- : yield tax 

State on State subject | erty Ratio to pers and prop- 
tim- and to tax | Rate | Amount} Amount| taxes on collec- | erty, tax 
ber | local, | yield | rate timber Hone receipts 

1929 tax are equal 

1,000 | 1,000 1,000 | Per- | Per- | 1,000 1,000 
dollars} dollars | dollars | cent | cent | dollars | dollars | Percent | Percent | Percent 

New Hampshire - 758 | 26,360 | 4,120} 2.13 |} 21.3 878 120 15.8 0.5 18. 4 
Wisconsin_-_____-- 1, 510 |175, 147 7. 740 22, BV || FBS, 7 1, 800 290 19. 2 2 19.5 
Tennessee-__-_---- 521 | 66, 490 7, 530 1.08 | 10.8 813 292 56. 0 4 6.9 
North Carolina__} 1, 180 | 97, 299 | 11, 500 1. 20 | 12.0 1, 380 200 16.9 we 10.3 
Louisiana-_____--_- 1,670 | 75,520 | 19,400 | 1.77 | 17.7 3, 430 1, 760 105. 0 253 8.6 
Oregon_____---_-- 4,690 | 65, 466 | 12,400] 1.67 ; 16.7 2,070 | —2,620 | —55.9 —4.0 37.8 
Washington__---- 5, 720 | 95, 319 | 24,500} 1.90 | 19.0 4,660 | —1,060 | —18.5 —1.1 23. 3 

1 Sources of data: Column 2, estimated assessed values of timber times average tax rates. Estimated 
assessed values of timber computed by applying ratios of assessed to actual value to rough estimates of 
the actual value of privately owned timber, and checked by State tax commission reports where possible. 
These ratios are figures of the U. S. Bureau of the Census (2/3, p. 5) except in New Hampshire and Wis- 
consin, where they were derived from local studies. Average tax rates computed from State tax com- 
mission reports eliminating wherever possible urban and nontimbered counties. Column 3 (8, p. 80). 
Column 4, average timber cut times unit values. Timber cut based on estimates of total saw timber cut 
covering the period 1925 to 1929, less national-forest timber cut. Unit values based on stumpage prices 
reported to the Forest Service, averaged for the same period. Column 5, average property tax rates com- 
puted from State tax commission reports were converted to the actual value basis by applying ratios of 
assessed to actual value, both rates and ratios calculated as for column 2. Column 6, yield tax rate =10r, 
where 7 is the average property tax rate. Column 7, by applying yield tax rates, column 6, to stumpage 
values, column 4. Columns 8, 9, 10, and 11 by computation. 

In table 154 corresponding data are given for typical forest counties 
in five selected States. From the facts here presented, it would appear 
that the application of a yield tax at a rate based on 10 times the 
property-tax rate for the forest regions would usually result in a loss 
compared with the property tax. However in a normal year the 
deficiencies on a county-wide basis would apparently not be serious 
in most of the counties represented in the table, always on the assump- 
tion of the rates indicated. 

TABLE 154.—Estimaied initial gain or loss in tax revenue by substitution of a yield 
tax for the property tax on timber,! selected counties 

Hae Gain or loss 

sumed SST Gee Bete of 
leld tax 

Total | Proper- Bale walue Yield 4 which 
State, year, and property | ty taxes |", a attal. | ieee Yield Ratio to| yield tax 

county taxes {levied on otis Oil Gite |) ED tax total | and prop- 
levied timber Saale Carell Amount | proper- | erty tax 

* | stump- ty tax | receipts 
age levied | are equal 

value 

1,000 Per- 
Minnesota, 1926: 2 Dollars | Dollars | dollars |Percent| cent | Dollars | Dollars | Percent | Percent 

Cookvte22 2 84 223, 239 | 134,803 | 5, 408 8 | 26.2 | 118,000 | —22, 000 —9.9 31 
Koochiching-_-_____ 748,077 | 182,309 | 8, 484 8 | 26.2 | 178,000] —4, 000 —.5 27 
Wakes 2 eos 408,321 | 94,981 | 5,012 8 | 26.2 | 105, 000 10, 600 2.5 24 

North Carolina, 1928: 
Beaufort____--___- 562, 526 | 36,960) 2, 458 6 | 12.0} 17,700 | —19, 300 —3.4 25 
Chatham_-____-__- 300, 242 25, 114 1, 864 3 | 12.0 6,710 | —18, 400 —6.1 45 
IMaconss=2 ssa 166, 137 | 30,093 | 2, 466 5 | 12.0} 14,800 | —15, 300 —9. 2 24 

Oregon, 1928: 2 
Clatsop) aaa 1, 630, 329 | 541, 275 | 29, 250 8 | 16.7 | 391, 000 |—150, 000 —9.2 23 
Coos see eee 1, 304, 042 | 254, 509 | 21, 000 5 | 16.7 | 175, 000 | —80, 000 —6. 24 
Tillamook-__------ 1, 073, 497 | 507, 399 | 42, 500 3 | 16.7 | 213, 0CO |—294,000 | —27. 4 40 

1 Sources of data: Column 2 from State tax commission reports, except North Carolina where the figures 
were computed by applying district tax rates to assessed values as shown by county records; columns 3 
and 4 are estimates based on all the available information in State tax commission reports, in county records, 
and from field observations; column 5 by arbitrary assumptions in Minnesota and Wisconsin, elsewhere 
based on rough estimates of the value of the average annual cut in the years immediately prior to 1928; 
column 6, yield-tax rate=107, where r is the State average property-tax rate; columns 7 to 10 by compu- 
tation. 

2 Exclusive of money and credits. 
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TaBLE 154.—Estimated initial gain or loss in tax revenue by substitution of a yield 
tax for the property tax on timber, selected counties—Continued 

Ratio Gain or loss 

ee ae ield tax 
Total | Proper-|_lotal | value Be which 

State, year and property | ty taxes | 
county taxes j|ievied on) 

levied finer value of| cut to | rate 
|timber| total 

tax 
age ae aS Ratio to | yield tax 

total |and prop- 
Amount | proper- | erty tax 

ty tax | receipts 
stump- : 

age levied | are equal 

value 

1,000 Per- 
Washington, 1927: Dollars | Dollars | dollars |Percent| cent | Dollars | Dollars | Percent | Percent 

Clallame sess 896, 384 | 333, 145 | 28, 350 5 | 19.0 | 269,000 | —64, 000 —7.1 | 24 
Grays Harbor---_-_}2, 375, 751 ; 488, 018 | 33, 750 10 | 19.0 | 641, 000 153, 000 6.4 14 
ewiste es 22s 1, 619, 448 | 363, 884 | 38, 250 3 | 19.0 | 218,000 |—146, 000 —9.0 32 

Wisconsin, 1929: 3 
Ashland Sse 222" 686, 074 34, 440 | 2, 519 Silecsee 46, 800 12, 400 1.8 17 
Rorests ete 2 a 489,606 | 147,974 | 10,128 8 | 23.2 | 188, 000 40, 000 8.2 18 
WincolneS: 22.254 854, 182 | 114, 824 9, 861 8 | 23.2 | 183, 000 68, 000 8.0 15 
Oneldaise Sia 725, 316 | 32, 059 | 1,756 8 | 23.2 32, 600 5 a 23 
Raylone2 eet 571, 703 | 17, 048 | 992 8 23.2 18, 400 1, 400 A 21 

! I 

3 All city and village taxes included. 41925. 

The reader is again reminded of the roughness of the estimates 
upon which the above calculations (tables 152, 153, and 154) are 
based and is warned that the conclusions drawn from them are subject 
to a wide margin of error. However, these figures may serve to give 
a useful factual basis for the discussion of the revenue problems 
involved in the yield tax. 

It is to be noted, first of all, that the revenue dislocation that 
would be caused by introduction of the yield tax is local, affecting 
particular counties and towns. Average figures for a whole State 
(as in tables 152 and 153) throw little light on this local situation. 
To say, for example, that the State of Wisconsin might substitute 
the yield tax for the property tax on timber without apparent loss 
of revenue is not getting very close to the real problem. Since the 
functions supported by the existing property tax are chiefly local, 
attention must be given to the counties where forest property is a sub- 
stantial part of the tax base. Here fiscal equilibrium can be main- 
tained only if the State either (1) relieves the counties of responsibility 
for those functions now supported by the property tax or (2) distrib- 
utes the yield-tax revenues to the counties in proportion to their 
respective losses of property-tax income. The difficulties of the first 
course—relieving some counties of responsibility for governmental 
functions which must continue to be borne by the other counties—are 
obvious and very serious. The second course presents difficulties 
scarcely less serious, as already pointed out. In short, data such 
as those presented in tables 152 and 153 go no further than to show 
whether the respective States would be likely in an average year to 
receive enough revenue from the yield tax, with rates as assumed, 
to make good the losses from exempting timber from property tax- 
ation. The vital problem of how local revenues are to be harmo- 
nized with local needs would still remain. 

The data by counties in table 154 go further but are still of limited 
significance. They show what may be presumed to be the approxi- 
mate results in certain counties of a yield tax imposed at a uniform 
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rate for the whole State but with each county receiving the proceeds 
of the tax on the timber cut within its own borders. Such a plan 
would produce great inequalities among the counties, helping some 
and injuring others, and it would tend to cause extreme irregularity 
of revenue from year to year in each county, unless modified by some 
plan of equalization through a revolving fund administered by the 
State, as has been suggested in a previous section of this part. 

Finally it will be observed that the relations between yield-tax 
revenues and property-tax losses as discussed in the foregoing analysis 
(based on tables 152, 153, and 154) rest upon yield-tax rates which 
are generally far higher than those which are to be found in existing 
yield-tax laws (which, as has been shown, have seldom led to any 
actual collection of yield taxes) and probably far higher than would 
be accepted without strong resistance by owners who would have to 
pay them under a general nonoptional tax. As shown in part 9, the 
forest yield-tax rates now in effect vary from 5 to 12% percent. Only 
three States have rates in excess of 10 percent. In current yield-tax 
discussion rates above 12% percent are seldom considered, and any 
such rate is looked upon as a serious burden by any owner who 
contemplates cutting in the near future. 

Yet the rates of yield tax that would apparently be required to 
equalize revenues, according to the foregoing analysis, are in many 
States far higher than this. Of the seven selected States for which 
such rates have been calculated (table 153) the two lowest rates are 
6.9 percent, in Tennessee, and 8.6 percent, in Louisiana. The 
highest rate is 37.8 percent, in Oregon. The rates shown for the 
other States are: North Carolina, 10.3 percent; New Hampshire, 
18.4 percent; Wisconsin, 19.5 percent; and Washington, 23.3 percent. 
If the yield tax is not to cause serious shortage of revenue on a State- 
wide basis, it would appear that the owners must be prepared to face 
rates that may exact as much as a fifth of the yield and that in any 
event will probably be far heavier than any that are to be found in 
existing laws or that are being seriously considered in current 
discussion. 

It should be remembered that results of the calculations that have 
been employed in this analysis relate to an average year. Even 
though the probability of an adequate yield might be shown for nor- 
mal years, serious revenue dangers would threaten in times of business 
depression, when there would be a falling off both in quantity of tim- 
ber cut and in current stumpage values, thus causing a heavy decrease 
in the base to which the yield-tax rates would apply. Some plan of 
equalizing revenues would seem essential. An important reason 
why the State-wide rather than the county-wide basis for collection 
and distribution of the yield tax is essential is that State governments 
are better equipped than county governments to set up and adminis- 
ter reserves for the lean years from taxes collected in the fat years. 
Even as to the States, past history is anything but encouraging as 
to their competence to administer such reserves. 

In connection with tables 152, 153, and 154, the reader should note 
that the estimates of the timber quantities and values should be used, 
not to make minute comparisons between States or predictions of 
definite financial results, but only as rough general guides. In actual 
practice, a number of factors would in any case be likely to change the 
results somewhat in ways that could not be definitely predicted even 
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if more accurate stumpage estimates were available. The determina 
tion of the average property tax rate on actual value would be in the 
hands of the State tax commission. In the absence of comprehensive 
sales data such as only a few States collect, the State tax commission 
would naturally be conservative in fiouring the ratio of assessed to 
actual value and would be likely to determine a higher ratio than the 
actual. This would raise the average property tax rate on actual 
value higher than it should be and thus give too high a yield-tax rate. 
On the other hand, the determination of stumpage values, to which 
the yield-tax rates would apply, would probably be low. Tn normal 
times the prevailing idea of stumpage values is likely to be unduly 
influenced by prices paid in large transactions, where unit values are 
low because of the long period required for orderly liquidation, and 
also by prices paid for small tracts of timber that are low because the 
tracts involved are inaccessible except to a single operator. The more 
exceptional cases, in which the timber is available for immediate 
operation and so located that there is real competition between differ- 
ent buyers, would be likely to be overlooked. These conditions seem 
to indicate the probability of a high tax rate but a low base, and it is 
impossible to predict which, in general, would be of the greater effect. 

POSSIBLE MODIFICATIONS 

A method of introducing a yield-tax plan applicable to old-growth 
as well as to second-growth timber would be to graduate both the 
exemption from the property tax and the substitution of the yield 
tax, the property tax to be eliminated over the same period that the 
yield tax was being stepped up by granting each year an exemption 
of an increasing share of the assessed value of the timber. If, for 
example, the period were 8 years, the share of the property tax on 
timber exempted each year during such transition period would be 
one-eighth times the number of years which had elapsed since the 
adoption of the plan, and the yield-tax rate each year would be one- 
eighth of the full rate times the same number of years. As a result 
the same year that the timber value became entirely exempt from the 
property tax, the full yield-tax rate would become effective. Such a 
transition period would make it easier for the sovernmental units 
affected to become adjusted to the change in public revenues. How- 
ever, this period should not be too long, on account of the extra ex- 
pense involved in collecting two different kinds of taxes on timber at 
the same time. This method of making the change is only a little 
less unfavorable to the short-term operator than a direct change all 
in 1 year. Even with graduated application of the yield-tax plan, 
the owner who had nearly completed an operation, so that his remain- 
ing timber supply must be cut within a few years, would suffer an 
increase in tax burden. The reduction in his property tax would 
fall short of equaling the new yield tax on his production. If possible 
from the fiscal viewpoint, it would be desirable to avoid a transition 
period altogether. 

In those States in which old-growth or virgin forests are a large 
element in the tax base, the difficulties inherent in applying a yield 
tax to such forests might be avoided by excluding them from the 
operation of the plan. In fact, all forests that were merchantable 
when the plan was adopted might be excluded until a given percentage 
of the stand was cut and removed. Incidentally, such a modification 
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of the yield-tax plan would find favor with those who would prefer 
not to disturb the favorable tax situation (as compared with a theo- 
retically equivalent income tax or yield tax) which virgin forests 
enjoy under the property tax while being either destructively cut or 
converted to a sustained-yield basis through the reduction of wood 
capital. Against this modification is the consideration that a yield- 
tax plan applicable to old-growth and other merchantable forests 
would make it less costly for owners to withhold timber from untimely 
liquidation and maintain a reserve for future needs. 

CONCLUSIONS 

The yield-tax plan would attack directly the major defects of the 
property tax system as applied to forests. It would apply the income 
tax principle, ‘modified so as to be of practical application, to the 
taxation of forest properties. It would permit reduction of the tax 
cost of establishing sustained-yield forests, either from bare land or 
from young stands, materially below the cost under the property 
tax. Furthermore, its application would relieve the owner of a de- 
ferred-yield forest from the necessity of financing tax payments in 
advance of income, so far as taxes on the timber were concerned. The 
directness with which these important objectives would be accom- 
plished constitutes the chief merit of the plan. 

An incidental advantage of the yield-tax plan is that the owner 
would be relieved of carrying the entire risk of loss by fire or other 
causes, which is an especially serious item during the process of build- 
ing up a sustained-yield forest. The owner and the government 
would share the actual risk in each case in proportion to their respec- 
tive equities, and the tax would be automatically adjusted to experi- 
ence in each forest. There would be no yield tax to pay on timber that 
was destroyed by fire or other causes. 

The yield-tax plan, while enjoying the above-mentioned advan- 
tages, is subject to serious drawbacks. One of the most important 
is that the yield tax, like all taxes based on receipt of income, would 
be variable in the amount of revenue which it would produce. In 
counties or smaller districts where operated forest properties pre- 
dominate in the tax base, the irregularity of public revenues from a 
mere substitution of this tax for the property tax without other 
changes in the revenue system would be likely to be embarrassing 
at any time and would be very serious in years of abnormally low 
cut. In counties where the proportion of old-growth timber not under 
operation was exceptionally high, the immediate loss in tax revenue 
would be material. The same would be true of those timbered 
counties where the property-tax rate was exceptionally high, provided 
the yield-tax rate was uniform for the State based on a State-wide 
average property tax rate. Conceivably, years of abnormally low 
cut and consequent deficiency in revenue might be provided for by 
reserves laid aside from excess revenues in more favorable years, 
but common experience with county governments does not inspire 
confidence that county officials could be relied upon to build up and 
administer such reserves so that the desired stability in public income 
would be achieved. 

The substitution of the yield tax for the present property tax on 
timber would cause, even in normal years, an immediate dislocation 
of local finance in those communities where timber formed an impor- 
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tant part of the tax base, unless the change was accompanied by radical 
changes in the division of public functions between the State and 
the counties or towns or by a complicated plan of distributing the 
proceeds of the yield tax to the local governments. The practical 
difficulties that would confront the development of either of these 
remedies are extremely serious. 

The revenue difficulties that would be caused by introduction of 
the yield-tax plan have been discussed upon the assumption that the 
yield-tax rate would be fixed high enough to produce, on the average, 
a revenue approximately equivalent to what would be sacrified by 
exempting the trees from the property tax. While it is impossible 
to determine precisely what this rate would be in any State or county, 
sufficient evidence has been presented to indicate that it would gener- 
ally have to be decidedly heavy, being in many States probably far 
higher than any of the rates in existing yield-tax laws or the rates that 
have been considered in current discussion of yield-tax plans. In 
such States any yield-tax plan containing adequate rates (on this 
basis) would almost certainly encounter strenuous opposition on the 
part of timber owners, especially those engaged in present operations 
or contemplating cutting in the near future. On the other hand, a 
yield-tax plan with imadequate rates would intensify the revenue 
difficulties that have been pointed out and would in addition either 
reduce the amount of State or local revenue or else place an added 
tax burden upon other elements of the community. 

Another disadvantage of the yield-tax plan is the difficulty of 
adjusting the rate to correspond to the contributions exacted from 
owners of other real estate and to the various circumstances of differ- 
ent forest properties in the same taxing district. This is a disad- 
vantage, not only from the standpoint of a fair distribution of public 
expenditures, but also from the standpoint of public policy. Timber 
would necessarily be separated from the local property tax base. 
If the yield tax were applied at a uniform rate over the entire State, 
as administrative considerations would appear to dictate, the effect 
of expenditures in any one locality would obviously have very little 
influence on the State rate, and timber owners who had no other 
local property would be in large measure relieved from any financial 
incentive to use their influence in favor of the efficient and economical 
operation of local government. Even if the yield-tax rates were local 
and related to the local property-tax rates, this difficulty would be 
only mitigated—not removed. If the yield-tax rate were determined 
annually in relation to the property tax of the current year, it is 
evident that only those forest owners who were marketing their prod- 
uct at the time would ordinarily have any great interest in economy 
of local government. If the rate were based upon an average of 
property-tax rates over a number of past years, those owners only 
would be interested who were currently cutting or expected to cut 
within a period measured by the number of years employed in the 
calculation. Owners of immature timber would generally have no 
interest in local governmental economy, so far as their forest proper- 
ties were concerned. They might even find it to their advantage to 
encourage heavy immediate expenditures upon public works in the 
hope that less expenditure might be required at the time when they 
contemplated cutting. 
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Furthermore, the separation of timber from the local property 
tax base would involve a grave danger from the viewpoint of the 
timber owners themselves. This danger would result from loss of 
that protection against unequal tax treatment as compared with 
other taxable property in the same tax district which is enjoyed 
under the general property tax. A future legislature, hard pressed 
for funds and dominated by other than timber interests, might raise 
the yield-tax rate to a point that would make this tax more burden- 
some than the property tax. It is pertinent to note that it is this 
consideration which impels the national banks to cling so tenaciously 
to that provision of the Federal statutes which ties up their taxation 
with the taxes which the States may apply to other classes of property 
and income. 

Another seldom-considered difficulty in connection with the yield 
tax, is the heavy task of determining stumpage values and of check- 
ing the quantities of forest products reported. In view of the varia- 
tions in actual current stumpage values as between different proper- 
ties, it would be necessary to maintain an adequate force of experts 
to determine these values. Otherwise the only alternative would be 
to resort to general average figures over wide zones, resulting in 
material inequalities among different properties. ‘The temptation to 
misrepresent quantities cut would be great, and it would be difficult, 
without a burdensome administrative check, to prevent tax evasion 
through this means by small operators. The cost of administering 
the yield tax might be offset in some smal! part by the savings to be 
realized in the administration of the property tax through the elimi- 
nation of the timber element from the property tax base. 

The practical experience with yield-tax laws in the United States 
offers nothing to offset the force of these considerations against the 
yield tax. Although, as has been shown, there has been a fairly long 
legislative history, with 15 yield-tax laws today in effect in 14 States, 
there has been virtually no experience of real yield taxation. The 
laws, with only two very recent exceptions, have been optional with 
the owners. The amount of forest property that has come under 
these laws is relatively insignificant. Although under the recent 
Oregon (nonoptional) law, about 5 percent of the privately owned 
forest area has been enrolled up to this time (1933), no other State 
has more than 2.1 percent of its private forest lands subject to the 
yield-tax law, and in 7 of the 14 States the area enrolled is less than 
1 percent of the private forest area. 

The actual effect of the existing laws, so far as experience in taxa- 
tion of yield is concerned, is even less than these trifling percentages 
would indicate. Practically all the forests enrolled under the laws 
are cut-over lands or those containing young growth. Practically 
nothing in the way of yield tax has ever been paid in any State. 
Under the optional laws, owners have not enrolled lands from which 
they expected to cut timbe’ in the near future; the nonoptional laws 
apply only to cut-over lands. There has been no yield-tax revenue 
to dispose of. Since the forests subject to the laws have contained 
practically no timber of taxable value, the laws have had no effect 
upon the property tax revenues. 

It is thus—by limiting the laws so that they have been of practi- 
cally no effect, as yield-tax laws—that American so-called “‘ yield-tax 
legislation’”’ has thus far avoided the difficulties inherent in a real 



576 MISC. PUBLICATION 218, U. 8. DEPT. OF AGRICULTURE 

yield tax of general application. In particular the ready acceptance 
of the yield- “tax principle in certain States has without doubt been 
impelled by the belief that no substantial yield tax would have to be 
paid on second-growth stands for a long time to come. If ever the 
adoption of a yield- tax plan of broad application—compulsory like 
other tax laws, and relating to both growing and mature timber—is 
seriously considered, it is certain that its adverse effects upon certain 
forest owners, its lack of any definitely indicated uniform rate, its 
disturbance of local revenues, and its administrative difficulties and 
costs will demand careful attention. In view of the availability of 
other plans which in large measure avoid these difficulties, the yield 
tax cannot be recommended. 

ADJUSTING THE PROPERTY TAX TO THE NATURE OF FOREST 
PROPERTY 

It has been made clear that forest property suffers under the prop- 
erty tax, not only on account of its faulty administration, but also 
because of its inherent nature, which produces discriminatory results 
that would persist even though the tax were perfectly administered. 
These results are the consequence of a lack of conformity between the 
sequence of required tax payments and the flow of income from cer- 
tain types of forest property. The property tax adapts itself to 
forest property only when the income is regular and annual. When 
all or any portion of the expected flow of income is deferred, the 
property tax is unduly burdensome in proportion to the amount 
deferred and the length of deferment. When the flow of income is 
ereater than can be sustained without depletion of the capital, the 
property tax is unduly light. In thus characterizing the property 
tax, the standard referred to is the ordinary tax on net income, being 
that form of taxation under which tax payments obviously conform 
most closely to the flow of income. It should be remembered that, 
as pointed out in part 3, the income tax thus used as a standard in 
this discussion is not the existing United States Federal income tax. 
It is, on the contrary, to be regarded as a substitute for the property 
tax and as applied to properties rather than to persons. It is con- 
sequently assumed that each property is taxed as a separate entity 
and that the tax is calculated with respect to that property alone 
regardless of the financial situation of the owner or of any limitation 
on his equity in the property. It is therefore necessarily assumed 
that this tax is levied at a flat rate and is not a progressive income tax. 
Such an income tax might be termed a “‘net-yield tax.” These are 
principles which have been fully demonstrated in part 3. 

The solution of the problem of so modifying the property tax as to 
correct its inherent lack of conformity with the several types of forest 
property depends on certain adjustments which will vary with the 
character of the income stream flowing from the several types of 
forest. For forests that yield a regular annual flow of income and 
expense no adjustment is required, except that, as intangible benefits 
might come to be reflected in the value, the question of special con- 
sideration for the forests in question would be raised, as has been 
pointed out. (Seep. 526.) Where the income is deferred, the annual 
tax payments should be less than required under the property tax in 
proportion to the amount deferred and the length of deferment. If 
the income is so large that the capital is being depleted, the annual 
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tax payments should be more than required under the property tax. 
With such adjustments, the property tax form is maintained, in that 
the tax is due annually and is based upon property value, but at the 
same time the tax is brought into conformity with the flow of income 
from the property. It is important to note that a property tax so 
adjusted would normally exert no influence on the rate of cutting or 
the flow of income. No advantage, so far as taxes are concerned, 
would be gained from either increasing the cut or deferring the yield. 

Before proceeding to the task of formulating the specific adjust- 
ments required to bring the property tax into harmony with forest 
property, it will be helpful to rehearse briefly certain fundamental 
economic principles upon which the value of capital depends. 

The value of an instrument of capital is the result of discounting— 
capitalizing—all its expected future incomes and costs. The present 
worth of the expected incomes must be greater than the present worth 
of the expected costs; otherwise the instrument would have no value 
and would not be capital at all. 

Being in the future, these expected incomes and costs are, with the 
lapse of time, constantly coming nearer and from time to time 
materializing in actual events. The passage of time thus brings 
changes in the value of a capital instrument in two principal ways, as 
follows: 

(1) Due to the approach of expected incomes and costs, the value 
of the capital tends to increase, at a rate equal to the market rate of 
pure interest upon the present worth of the capital. This is an 
obvious corollary of the general principle of capitalization. 

It will, of course, be realized that this tendency will not ordinarily cause the 
capital to increase steadily at this rate. This is because the appraisal of expected 
incomes and costs is itself subject to constant change. Everything in the future 
is uncertain. In determining the value of a capital instrument it is necessary, 
first of all, to form an idea of the series of incomes and costs which may possibly 
occur. It is next necessary to estimate the actuarial chances of the occurrence 
of each of these events. If, for instance, a yield of $100 from sale of stumpage is 
expected 5 years hence, it must be recognized that this yield is not absolutely 
certain. If it appears that the chance of obtaining this yield is about 9 out of 10, 
its value would be put at $90 before discounting to determine its present worth. 
Again, there may be the possibility that a conflagration will cause a loss of $1,000, 
but if the chance of such conflagration occurring is only 1 to 50 the loss actually 
discounted should be reduced to one-fiftieth, or $20. Having thus appraised all 
future incomes and costs on the basis of the probability of their occurrence, the 
present worth of the capital is obtained by the process of discount. 

From this point, as time goes on, anticipated events come closer, and it will 
generally be possible to revise the estimates as to their probability. Thus, as the 
years pass, the chance of actually obtaining any expected yield may become 
greater. On the other hand, a series of dry seasons might increase the chance of 
the conflagration. Thus the values of expected incomes and costs are subject 
to constant revision, with corresponding effects upon the capital value. 

(2) As the expected incomes and costs materialize in actual events, 
these changes occur: (a) Upon the receipt of an expected income, 
the value of the capital falls by the amount of such income. This is 
clearly illustrated by the market value of an ordinary bond, which, 
having gradually increased as the interest date approached, drops by 
the amount of the interest received immediately after such receipt; 
and (b) upon the payment of an expected cost, the value of the capital 
rises by the amount of such cost. This principle is the exact converse 
of the preceding. The present value of a capital instrument bur- 
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dened by expected future costs is less than it would be, if not so bur- 
dened, by the present worth of the series of expected costs. As each 
cost is paid, the capital is to that extent relieved of its obligation and 
rises in value accordingly. For example, if a $10 tax is due on June 1, 
a purchaser would be willing to give $10 more for the property, accom- 
panied by a tax receipt, on June 2 than he would on May 31. Thus 
as time goes on, the value tends to rise on account of the progressive 
liquidation of expected obligations. 

This principle may be stated in slightly different form, by noting 
that each annual cost payment 1s a fresh investment of capital. No 
one would purchase any capital instrument carrying the obigation 
to pay costs unless he expected its future income to be sufficient to 
reimburse him for his future annual investments in costs. The present 
worth of the capital is thus reduced by the present worth of the future 
investments that must be made in costs. And, as each cost payment 
is made, the value of the capital rises. Thus as time goes on, the 
value tends to rise on account of the increasing investment represented 
by cost payments. 5 

The analysis thus far has dealt with future events which are 
expected. Future events which are not expected can obviously not be 
capitalized and do not influence present value. They are for the 
present nonexistent. As regards their effect on value these unexpected 
events are of two sorts. First are those which will cause a revision of 
the expected incomes and costs. Examples of such events in the 
field of forestry are the discovery of mineral values, a fire loss, an 
unexpected rise in stumpage prices which will probably affect future 
income, and an unexpected rise in wage rates or in the tax rate which 
will probably affect future wage and tax payments. These events are 
completely unanticipated and therefore can have no influence on the 
capital until they occur. They then produce their effects on value 
once and for all by increasing or decreasing the expected incomes or 
costs, which are then capitalized to give a revised capital value. 

The second class of unexpected future events consists of those which give all at 
once an unexpected income or require all at once an unexpected cost. For 
example, a power company might require and pay for a right of way for a trans- 
mission line, or the breaking of a dam on the property might occasion loss on 
neighboring property for which damages would have to bepaid. Suchaneventcan 
have no effect on the value of the capital either before or after the event. It 
could not have affected the value before it occurred, since it was entirely unfore- 
seen. It cannot affect the value after it occurs, since the value of capital is affected 
only by expected future events. 

The same principle governs when an expected cost or income occurs but of an 
amount different from what was at any time anticipated. For example, a given 
anticipated yield may be sold at higher prices than were thought of until the sale 
was actually made, or a given cost may, when it actually occurs, be greater than 
was ever anticipated. Such a variation from the anticipated amount merely 
affects the net income actually received or the net loss actually incurred. Unless 
a repetition of a similar variation is expected, it can obviously have no effect on 
the value of the capital. 

ADJUSTED PROPERTY TAX 

THEORETICAL FOUNDATION 

As has been previously shown, the theoretical defect of the property 
tax is that, in advance of the receipt of income, it includes in the tax 
base the expected increase in value which comes with the passage of 
time. Other value increments—those that are the result of unex- 
pected events, such as a rise in stumpage prices—present no tax 
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problem. There is every reason why, under the ordinary property 
tax, the owner should be taxed upon such unanticipated increases in 
the value of his forest, just as he should have a reduced assessment 
on the occasion of a corresponding loss of value. ‘The problem is con- 
fined to what may be called the ‘‘expected value increment’, which 
accrues with the lapse of time. 

In accordance with the general principles already set forth, the 
expected value increment of a forest is, at any given time, the resultant 
of the following events: (1) The approach of the time of expected 
incomes, which tends to produce a continuous increase in value at the 
market rate of pure interest on the present value of the forest; (2) the 
payment of expected costs, which causes on each occasion an immedi- 
ate increase in the value by the amount of the payment; and (3) the 
receipt of expected incomes, which causes on each occasion an immedi- 
ate decrease in the value by the amount of the receipt. The term 
‘‘expected incomes” includes incomes from any source whatever. 

During any period of time the expected value increment resulting 
from these three causes may of course be either positive, negative, or 
zero, depending on the relative magnitudes of the positive and 
negative items. 

The adjustment of the property tax to the peculiar character of 
deferred-yield forests may be accomplished by exempting from 
taxation this expected value increment. Such exemption would 
remove the adverse effects inherent in the property tax when applied 
to deferred-yield forests and would place such forests on an equality 
with annual sustained-yield forests. This adjustment, however, 
requires modification to meet the case of the deferred-yield forest 
which is later converted to a shorter income cycle or finally to an 
annual sustained-yield basis. Otherwise such a forest, after having 
been converted to a shorter income cycle, would continue to enjoy a 
perpetual advantage as compared with a forest which had been on that 
particular income cycle continuously from the time when the adjusted 
property tax was introduced. This would happen because a part of 
the exemption of the value increment accumulated while the growing 
stock was being built up to that which was required for the shorter 
income cycle would be continued indefinitely as long as the property 
remained on the shorter income cycle, as will be apparent later when 
the details of the proposed plan are presented. The extreme dis- 
crepancy would occur when a deferred-yield forest was finally con- 
verted to annual sustained yield. 

It is not desirable that identical properties should permanently 
bear different burdens of taxation on account of the accident of a 
difference in condition at some past time. On the other hand, it is not 
desirable that the tax burden upon a forest should be suddenly 
increased at the time when the income cycle is shortened. Beside the 
serious administrative difficulties involved, there is the conclusive 
objection that such provision would operate to discourage conversion 
of deferred-yield forests to annual sustained yield or to a shorter 
income cycle. In order therefore to make the adjusted property tax 
universally applicable, it is necessary to introduce some modification 
which, while not sacrificing the essential adjustment in the interest of 
the deferred-yield forest, will provide a gradual and automatic 
stepping-up of the tax toward the level of the regular property tax when 
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a forest is converted to a shorter income cycle, ultimately reaching the 
regular property tax level for an annual sustained-yield forest. 

This end might be accomplished by any one of several possible 
means. As the simplest and most practicable device, it is proposed 
that this result be accomplished by merely omitting the expected 
costs other than taxes from the expected value increment. Thus, 
item (2) above may be subdivided into (2, a) taxes and (2, 6) other 
costs. The expected value increment less item (2, 6) may for con- 
venience be called the ‘‘adjusted value increment.” It is proposed 
that this adjusted value increment (rather than the entire value 
increment) be exempted from the property tax. Under a property 
tax thus adjusted, the adjusted value increment would be gradually 
eliminated and the full property tax burden restored as the forest 
passed from deferred yield to annual sustained yield. 

It must be recognized that this proposed adjustment of the prop- 
erty tax is in the nature of a compromise, in that it does not com- 
pletely counteract (as would the exemption of the entire expected 
value increment) the tax disability under which a deferred-yield for- 
est suffers as compared with one on an annual sustained-yield basis. 
In the latter type of forest each year’s expenses are met by the year’s 
income, and expenses do not therefore involve investment which 
must be carried forward with compound interest. In the case of the 
deferred-yield forest, on the other hand, expenses must be incurred in 
advance of the receipt of income, requiring investment which must 
be carried forward with compound interest until income is received. 
The adjustment of the property tax as composed includes no adjust- 
ment on account of such advance payment of expenses other than 
taxes and so fails to equalize completely between the deferred-yield 
forest and the annual sustained-yield forest. 

It should be clearly understood that the income or net-yield tax 
also fails in precisely the same way to make a perfect adjustment of 
the tax burden of the deferred-yield forest. When expenses are in- 
curred in advance of the receipt of income, the expenses themselves 
are of course deducted from the income when later received, but no 
deduction is allowed on account of the (constructive) interest accu- 
mulated on such advance payments. 

The fact that existing personal income taxes permit deduction of interest 
actually paid by the taxpayer to others is beside the present point. The owner 
of a property pays interest because his property has been obtained in part by 
means of borrowed money. In other words, the equity in the property is divided 
between the nominal owner and his creditor. While the nominal owner is per- 
mitted to deduct interest paid, the creditor is required to pay income tax on the 
interest received. Considering the property as a whole, there is therefore allowed 
no deduction on account of interest, any more than would be the case if the 
entire property were in one undivided ownership. The income tax which is 
being considered in the present analysis, as has been emphasized heretofore, is 
a tax upon the income or net yield from the property as a substitute for the 
property tax. Under such an income tax no deduction for interest paid would 
be permissible. 

Conformity to such a widely accepted standard of taxation as the 
income tax is a decided advantage of the adjusted property tax here 
suggested and goes a long way to justify the failure to equalize per- 
fectly the tax burden between deferred-yield and annual sustained- — 
yield forests. 

Finally, a positive advantage of the modification proposed is that 
serious administrative difficulties are avoided by eliminating costs 
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other than taxes from the calculation of the tax base. It would be 
impossible to determine these costs for different forests by any 
method applicable in actual tax administration. | 

The exemption of the adjusted value increment is theoretically 
applicable to all types of forest. Thus it has been stated that where 
the income is deferred, the annual property-tax payments should be 
reduced in proportion to the amount deferred and the length of defer- 
ment. If this reduction is accomplished by exempting the adjusted 
value increment from the property tax, a burden will result which is 
exactly equivalent to that produced by a net-income tax. This prin- 
ciple is proved mathematically in part 3. 

It has also been stated that where the income is regular and annual, 
as in an annual sustained-yield forest, no adjustment in property tax 
is required. In a property of this character there is no adjusted 
value increment, and obviously the general exemption for all forests, 
including annual sustained-yield forests, of the adjusted increment 
will not alter the tax burden of such sustained-yield forests. 

Finally, it has been stated that if the income is so large that the 
capital is being depleted, the annual property tax payments require 
to be increased. In this case the adjusted value increment is a nega- 
tive quantity, and the exemption of a negative quantity would result 
in an addition to the taxable value and hence a tax higher than would 
be occasioned by the unmodified property tax. 

If a negative deduction were recognized under this plan and a corresponding 
additional tax imposed, it would be necessary to provide that, for the purpose 
of calculating the negative deduction, all current costs should be deducted from 
the yield. The reason for this provision will be apparent from consideration of 
the situation of an annual sustained-yield forest in case effect were given to the 
negative deduction. The annual yield in such a forest necessarily exceeds the 
adjusted value increment, as above defined, by the amount of the annual expenses 
other than taxes. In other words, the yield must be sufficient exactly to balance 
interest and taxes on the current value and all other current expenses as well. 
Thus, unless these other expenses were deducted from the yield, contrary to 
the practice in calculating positive deductions, a negative value increment 
would always appear in the case of an annual sustained-yield forest, and there 
would always be an additional tax on such a forest above that imposed by the 
unmodified property tax. A similar difficulty would occur in the case of forests 
where the income was so large that the capital was being depleted, since in such 
forests it is proper to consider that there has been no depletion of the existing 
capital unless the yield exceeds the interest on the capital plus taxes and other 
current expenses. It is evident, then, that giving effect to negative deductions 
would involve the serious administrative difficulty of determining current 
expenses, other than taxes, for the forests affected. 

Such additional tax, when there is a value decrement instead of a 
value increment, might serve to carry out, to logical completeness, 
the principle of adjustment of the property tax to all types of forest, 
producing in this case the extra burden theoretically indicated for 
the forest whose value is being depleted by cutting. However, the 
application of this extra burden would be highly impractical if the 
property tax form is to be maintained. It would result in requiring 
the payment of an annual tax never less than the property tax of the 
year in which the proposed adjustment of the property-tax plan was 
first in effect. This extra tax, higher than the property tax, would 
continue to be levied until the original value had been restored, or 
until the forest was entirely dissipated. The extra tax could not be 
collected as is the property tax, for in the case of destructive cutting 
the bare land would not be sufficient security for the tax. There 
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would be perpetuated a tax differential between owners of practically 
identical properties which would depend upon whether the time of 
depletion was just prior to or after the initial imposition of the plan. 
It is questionable whether the advantage given by the property tax 
to a forest being depleted is a sufficient inducement to cutting to 
justify the attempt to counteract it by the imposition of an additional 
tax burden at this time. Furthermore, giving effect to a negative 
deduction in the case of a property which closely approached financial 
maturity would have the same effect as changing the property tax to 
an income tax without any allowance for the fact that the property 
tax had been paid while the capital realized as income had been in 
process of accumulation. For these reasons it is considered advisable 
to limit the adjusted value increment to positive amounts, never 
permitting an increase of the ordinary property tax through applica- 
tion of a negative deduction. 

No complication is caused by unanticipated increases in the value 
of a forest, which have not entered into the calculation upon which 
the value was based. An unexpected increase in stumpage prices, 
for example, will cause an immediate increase in the present worth of 
the forest, which would theoretically be refiected in the assessed value 
at the next assessment date. Since the adjusted property tax starts 
each year with the actual assessed value, all value increases due to 
fortuitous causes are automatically made completely subject to taxa- 
tion—to the extent that the assessment is correct. 

In case of an unanticipated fall in value of the forest, however, an 
adjustment must be made. (An anticipated fall in value can be the 
result only of the receipt of income, which has been taken into ac- 
count in the adjusted value increment.) For example, whenever 
fire, wind, or insect attack causes a loss, the value of the forest is at 
once reduced. Similarly, a decrease in probable future stumpage 
prices or an increase in probable future costs causes an immediate loss 
in the value of the forest. The same result follows after any unex- 
pected event which reduces the amount of expected future incomes or 
increases the amount of expected future costs. When a forest, the 
value of which contains a value increment accumulated during some 
past years thus suffers an unanticipated loss of value, the increment 
is reduced in the same ratio as the reduction in the total value. The 
theory of the adjusted property tax is to exempt the adjusted value 
increment. From then on this forest would not, even under the 
ordinary property tax, be taxed on that part of its value increment 
which has been lost, and there is no justification for giving the owner 
any additional reduction of his taxable value on account of a value 
increment upon which he will not be assessed hereafter because it 
has ceased to exist. Of course he will continue from then on to be 
exempted on all adjusted value increments that are still present plus 
those that may accrue in the future. The theory of the adjusted 
property tax therefore requires that, following any such loss, the total 
adjusted value increment accumulated to date should be correspond- 
ingly reduced before being applied to arrive at the adjusted tax base. 

There are localities where privately owned cut-over land is not 
being reforested, either naturally or artificially, and has not increased 
in value over the past 30 or 40 years. From the viewpoint of forest- 
tax reform, there would appear to be no ground for exempting any 
part of the land value of these properties, and in case these conditions 
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be found in the future, properties should continue to be assessed and 
taxed on their land value. ‘There are also localities in which forest 
properties contain considerable elements of value not arising from 
their timber-producing capacity, such as recreational, residential, or 
mineral uses. ‘These elements of value should naturally be included 
in the land value and taxed like other property in general. ‘To meet 
these and other similar conditions the adjustment of the tax base 
brought about by deducting each year the accumulated adjusted 
value increment should not be permitted to bring the tax base 
below the land value. The application of this method of taxation 
therefore requires that the land value be distinguished from the 
timber value in the assessment of all forest property. 

In seeking a modification of the property tax which will adjust it 
to the peculiarities of forest property, it is not necessary to attempt 
any correction of past maladjustments. The adjusted property tax 
should commence with things as they are when it goes legally into 
effect, seeking only to correct the future inequalities that would other- 
wise result from the operation of the property tax. This principle is 
theoretically sound, and in addition it recognizes the obvious fact that 
compensation for past inequalities is impracticable. 

THE PLAN, STATED AND ILLUSTRATED 

A practical plan for accomplishing this adjustment—which may be 
called the ‘‘adjusted property tax’’—1is proposed, as follows: 

The forest will continue to be assessed in the usual manner, but 
from the assessed value there will be deducted the calculated adjusted 
value increment accumulated from the taking effect of the plan to date. 
It will be assumed that during any given year such increment is 
destined to accrue. Its constructive amount will be determined by 
(1) calculating 1 year’s interest on the value of the forest at the 
beginning of the year, (2) adding the taxes paid during the year, and 
(3) subtracting the income received during the year. The value at 
the beginning of the year will be assumed to be the assessed value. 
The rate of interest will be set in the law, being the closest approxi- 
mation to the market rate of pure interest. The risk element, com- 
monly called upon in business calculations to justify a higher rate, 
should have been allowed for in the estimate of the expected yields 
and costs, upon which the present value is based. The determination 
of the interest rate is a question for the judgment of economists. 
They would be guided by the interest rates paid by the most stable 
governments on long-term borrowings through the medium of bonds 
or other securities which are exempt from all taxes except inheritance 
taxes and which carry no other special privilege. This rate would 
be subject to change if there should be a material change from the 
rate then currently in use under the plan. For the purpo-e of illus- 
tration, it is assumed that the rate set will be 3 percent. In any given 
year the deduction will be the accumulated adjusted value increment 
up to the end of the next preceding year. Whenever the calculation 
produces a negative deduction, such deduction will be disregarded, 
thus leaving the regular assessed value unchanged. 

For example, suppose the proposed plan goes into effect on January 
1, 1933. <A given forest was assessed on January 1, 1932, for $1,000. 
The taxes on this valuation, paid in 1932, were $25. During the year 
a yleld of $10 was realized. On January 1, 1933, the forest was 
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assessed at $1,000 (barring unknown factors, there presumably was 
an actual increase in value during 1932, which is assumed to have 
been overlooked by the assessor). The tax rate for 1933 is 2 percent. 
ee the proposed plan, the tax for 1933 would be calculated as 
ollows: 
Assessed ‘valtte;) LOSS xe Boh. 2) 2M AU REE Ea teks BANE piensa eee $1, 000. 00 

Deduction: 
Adjusted value increment of 1932: 

Interest on assessed value of 1982___________-_ $30. 00 
2 etc h atghe LO psa i es rchrar ee RN eas) PENN aU ok 25. 00 

55. 00 
Less yieldsinwl932 4225300 Rae na eee Be ees 10. 00 

Total, being the adjusted value increment accumu- 
lated throug hel Gs Ze tse oe ees cee seer ery ani 45. 00 

Adjusted: tax Daseyorrl G3 3o a. soee sexes mes set apes a caer gare 955. 00 
1933' tax-at/2'percemt=: 26 Fe Le are Tee Pe, Jeet a DOAN 19. 10 

Thus is accomplished the desired result; 1. e., exempting the forest 
from taxation on the increment of value resulting from interest 
accumulation and taxes paid, less yield realized. 

In the next year there will again be a constructive value increment, 
and thus, year after year, the adjusted value increment accumulates. 
This cumulative increment should always be exempt from taxation. 
Continuing the example through the second year, it may be assumed 
that the assessed value as of January 1, 1934, has increased to $1,100. 
The tax rate is 1.5 percent. There was no yield during 1933. The 
tax payable in 1934 is calculated as follows: 
Assessed! value, WlOG4 stash Sass eats See ee eee eee $1, 100. 00 

Deduction: i, oes 
Adjusted value increment accumulated to the beginning of 

hE Fs 3 Oia aac oe NT Petes em ges piel AR RT gel Di aU SURV Cry OY SE 45. 00 
Adjusted value increment of 1933: 

Interest on assessed value of 1933 ($1,000) _____- $30. 00 
Paxeshine LOSS 20 bs) ee Be AS 19. 10 

49. 10 
Hessvyield til O 35 ete Sle Rae Sa Ree an eaters 0. 00 

—-— 49. 10 

Total, being the adjusted value increment accumu- 
lated tothe beginning ofslO3 4s] 2 ee ae ee 94. 10 

Adjusted tax base.of 984 £4.23 Voie ee 1, 005. 90 
Tax, ne lOs4.a0 lo spercentey oye ee eee Se ee Ee eee ce 15. 09 

In case of an unanticipated fall in value, whether caused by fire, 
decline in stumpage prices, or any other cause whatever, the total 
accumulated adjusted value increment must be reduced by an amount 

_which has the same ratio to its total as the ratio of the fall in value 
to the assessed value at the beginning of the year in which the fall 
occurred. Strict theory would require that each fall in value (as well 
as each increase in value) be separately treated. In practice, how- 
ever, it would be impracticable to make adjustment for losses in value 
except in connection with the annual assessment. An unanticipated 
loss in value therefore would be assumed to have occurred whenever 
the assessed value had declined by more than the amount of the yield 
and would be measured by the amount of the decline which was in 
excess of the yield, even though this decline might have been the net 
result of a loss and a gain in the same year. The amount of the tax 
discrepancies introduced because of this departure from the theory of 
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the plan would be small and may be disregarded in view of the difh- 
culty of separately measuring unanticipated gains and losses when 
they occur in the same year. 

Strict theory would require also the recognition of the fact that failure to realize 
the normal expected value increment is really a loss, which would require that 
the loss, as determined above, be augmented by the amount of the normal expected 
value increment. Here also the amount involved is probably not sufficient to 
warrant the administrative complications involved in the theoretical adjustment. 

The practical operation of this feature of the plan may be illus- 
trated by continuing the mathematical example for a third year. 

There was no yield in this year. Fire destroyed timber, as a result 
of which the assessed value on January 1, 1935, was $850. The loss 
is the difference between $1,100 (the 1934 assessed value) and $850, 
or $250. The adjusted value increment must therefore be reduced 

250 : : 
by 1.100 The tax rate in 1935 is 2 percent. 

’ e e 

The tax payable in 1935 is calculated as follows: 

J NISSEN Key LILO Hs ea AN ON MER SK np AO eg $850. 00 

Deduction: 
Adjusted value increment accumulated to the beginning of 

TES ea ae ag ih uae ei AU la ia ee ey 94. 10 
Adjusted value increment of 1934: 

Interest on assessed value of 1934 ($1,100)______ $33. 00 
Clee sinter pales Aci a et aL NS Ce A Va 15. 09 

48. 09 
J erste nya ole han. UG By: SN a can Sa a i 0. 00 

48. 09 

COE ial ih SAN a eR MMe RON RUN Ee AS Ta seg aS 142. 19 
Wess 250/100! ofthe totale spe a NLR ares hd EE eee BA, BY 

Difference, being the adjusted value increment accumu- 
latede to nthe oerinminime) of 193 be a8 ee eB ne Dk 109. 87 

IAG MStedi tax ase lol mlOs tz wk aietuliy AL Ny Ne Ce I ome) ENT 740. 13 
Pa xannayl OS Sy Aty2moencemtmed sil mei me Ne ORI asl Oy ORNL ay Bei ka en Nad All Gi 14. 80 

To illustrate the limitation of the total deduction to a quantity not 
less than 0 in case of a negative increment, the example may be con- 
tinued for a fourth year. Let it be assumed that there was a yield of 
$250 in 1935. The assessed value on January 1, 1936, was $650. 
The tax rate in 1936 is 2.5 percent. The tax payable in 1936 is cal- 
culated as follows: 

INSSCSSE CUM UC BNO oy inne eye Ua are ater CONC SNR Een ag bcos pada ay te Lob $650. 00 

Deduction: 
Adjusted value increment accumulated to the beginning of 

DAS) a ld eh Na a eal SS a A 109. 87 
Adjusted value increment of 1935: 

Interest on assessed value of 1935 ($850)________ $25. 50 
Maxesiitasl OS sy ww Le ES rau MOM DL De OEE NE 14. 80 

40. 30 
WGessy. viel ainimyshO Sy ate mare ie eur une UNI a SNA NEON 250. 00 

— 209. 70 

Total, being the adjusted value increment accumulated 
tonthe bepimiaingoOr MOS GUM ae Le Mee NU Le ew 2 0. 00 

ACHE LEO GUTS ASCrl Yes meme amma aR TN wade Ne ye ig la Aly .- 650. 00 
axa LOS Grate Ze O WECLCC Mile meen manne iy MUNI WARN N AOTC i Rg 16. 25 
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The concrete illustration given above may be expressed in general 
terms, where 7’ is the taxes, V the assessed value, Y the gross yield, 
L the ‘loss, r the tax rate, p the interest rate, and D the total accumu- 
lated adjusted value increment to date or the difference between the 
assessed value and the adjusted tax base. The subscripts indicate the 
year to which the above symbols refer; for example, 0 is the year prior 
to the adoption of the plan (corresponding to 1932 in the illustration) ; 
1 is the first year (corresponding to 1933 in the illustration); 2 the 
second year (corresponding to 1934); and 3 the third year (corre- 
sponding to 1935). 

Formula (1) hola 

Formula (2) T,=7,[Vi-— (pVo + To— Yo)]. 

(pV o+ T>— Yo) is the adjusted value increment before the first year or 
the deduction from the assessed value of the first year. It is always a 
positive amount, and is designated at D,. 

Formula (3) T,=r[V2—(D,+pVi+7,—Y¥)]. 

(D,+pV,+ 7;— Y,) is the adjusted value increment before the second 
year and is designated as D, 

Formula (4) Ty=r Vim (D.+pV2+ T,— Y2) a5] 
2 

V.—L, 
We 

is the adjusted value increment before the third year, or D;. This 
adjusted value increment is computed in the same way as in formula 
(3) and then reduced by the ratio of the loss, Z,, occurring in the 
second year, to the value of the second year, V3. 

A general formula, where n is any year and n—1 is the year preced- 
ing the nth year, may now be written: 

Formula (5) T.=r] Va Dnt PV rit 7,9, oye 
where (Dy +P Vn-1+ Ln-1— Yn_-1) 1s never less than 0, and eee 
L,-; can never be greater than V,_. 

To guard against evasion on the part of a taxpayer through the 
concentration of cutting on one parcel and the consequent retention 
of cumulative adjusted value increments on other parcels, all property 
in one ownership should be considered as a unit for the computation 
of the gross income, regardless of the manner in which the property 
is subdivided into parcels for purposes of assessment and levy. The 
total income from all forest property of one ownership for the pre- 
ceding year should be divided among the different parcels of that 
ownership in proportion to the adjusted value increment which in 
absence of this income would have accumulated to the credit of each. 
Logically, the income from all forest property in one ownership in the 
entire State should be treated as a whole. It would have to be re- 
ported to the State tax commission and be used to cause a proportional 
reduction of the adjusted value increment for each parcel of forest 
property in that ownership. However, the administrative readjust- 
ments required would, in most States, probably be too cumbersome to 

Of the above, (D.+ pV2+ T2— Yo) 

— Ln |) 
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warrant such attempt at logical perfection. The least variation from 
present procedure would result if the yield from all forest property on 
one tax roll were reported by ownerships to the officials preparing the 
tax roll. In this way all property in one ownership in the tax billing 
district, be it township, county, or State, would be considered as a 
unit for the proportionate reduction in the adjusted value increment 
on account of the receipt of a yield. However, the smaller the district 
chosen, the greater is the chance of unwarranted concessions to the 
owner. 

Transfer of ownership of a parcel of timber should not affect the 
adjusted value increment of that parcel. However, the market value 
of the parcel sold or transferred should be considered as gross income, 
to be divided among the different parcels of the ownership of which it 
had been a part in the same manner as other gross income. In this 
way no tax advantage would be secured by transferring to another 
party a parcel of timber which was to be cut in the near future. Upon 
such a transfer the cumulative adjusted value increment on the 
remaining property in the ownership would be reduced by the value 
of the parcel transferred. 

ADMINISTRATIVE DETAILS 

Every taxpayer having forest property should be invited to furnish 
the assessor with a sworn statement of the stumpage value of the 
timber or other forest products harvested or sold and all other income 
from the property, or else a sworn statement that no income was 
received. This statement should cover 1 year ending at the time 
of assessment and should be filed at any time after the assessment 
date within a prescribed period sufficiently limited in length to allow 
time for checking and for computation of the adjusted tax base. 
As a penalty for failure to furnish the assessor with a statement of 
income, the tax rate would be applied to the assessed value rather 
than to the adjusted tax base to determine the current year’s taxes, 
and the cumulative adjusted value increment from prior years would 
not be carried over and used in computing the adjusted tax base for 
subsequent years; provided that if the taxpayer should, within a 
limited time, file an income statement covering the year or years 
during which he failed to file, his accumulated adjusted value incre- 
ment might be restored from that date. In farm wood-lot regions 
where very small forest yields are received in varying amounts but 
quite regularly, the farmer might not consider it worth the effort to 
file an annual income statement. Under such conditions this plan 
would automatically be inoperative. 

The assessor should ordinarily be able to check the filed statements 
during the progress of his regular valuation work. However, so far 
as the adjusted property tax is concerned, precise check of the reports 
of income would ordinarily not be very important. Failure of the 
owner to make any report as to his income would, under the procedure 
outlined in the preceding paragraph, be all to the owner’s disad- 
vantage. He would lose all the advantage of the increment deduction, 
plus whatever influence his report of cut might have had in causing a 
reduced initial assessment of his property. Should the owner report 
less than the actual income, he would gain by making his increment 
deduction larger than it should be, provided the reported income were 
not sufficient to wipe out the deduction entirely; beyond that, under- 
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statement of the income would have no effect on the deduction. 
On the other hand, he would lose, to the extent of the under-statement 
of income from timber cutting, the full effect of his reported cut in 
causing a reduced assessment of the property. It is true that the 
gain in the increment deduction would be cumulative and more or 
less permanent, while the loss on the assessment might be corrected 
in a later assessment. Still, the net result would ordinarily offer 
little or no inducement to understate the income. Finally, should 
the owner exaggerate his income, he would injure himself by decreas- 
ing his increment deduction, up to the point where it was wiped out 
entirely; after that the effect on the deduction would be nil. But 
he would gain through the effect of his report on the assessment of 
the property. In most cases the adverse and favorable effects on 
the taxpayer would about neutralize each other. 

On the other hand, statements showing a yield sufficient to more 
than cancel all accumulated adjusted value increments—i. e., showing 
that that forest was being depleted by cutting—would need to be 
checked carefully, on account of the effect on the assessment. Also, 
where conditions made income possible from thinnings, turpentine 
leases, recreational privileges, grazing, or other uses that might not 
have any appreciable effect in reducing the assessed value, special 
care in checking would be necessary. 

Where uses compatible with timber growing, such as grazing, 
hunting and fishing, or camping, were common and had a recognized 
value, it would be necessary to take account of income from such 
uses whether realized by the owner in cash or not. If the owner 
-used his forest land to graze his own animals, or to meet his own 
needs for hunting and fishing or other recreation, the annual value of 
this use should be appraised by the assessor in accordance with what 
is received when similar privileges are disposed of on a rental basis, 
and the amount included in income for the purpose of calculating 
the adjusted value increment. 

In certain States an assessment of property is not made annually 
when there has been no sudden change in value, such as would be 
caused by the cutting of timber. The adjusted property tax base 
need be computed only when an assessment is made, as, under the 
property tax, the value increments are not taxed in the interim 
between assessment dates. When an assessment is made following 
an interval of 2 or more years, the adjusted tax base must again be 
computed in the usual manner, except that, in place of the adjusted 
value increment for the preceding year, the adjusted value increment 
for the interval between assessments will be employed, being computed 
by multiplying the previous assessed value by the interest rate by 
the number of years, adding the taxes paid during the interval, and 
subtracting the sum of all incomes received during the interval. 
The compounding of the interest for this short interval may be 
neglected for the sake of administrative simplicity. 

The property tax rate is at present determined by dividing the 
property tax portion of the local budget by the total assessed value 
of the district. Under the adjusted property tax plan, the property 
tax portion of the local budget would be divided by the sum of the 
adjusted tax base for forest property and the assessed value of all 
other property in the district. The resulting tax rate would be 
applicable to all property in the district. 
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The steps necessary to compute the adjusted property tax require 
the addition of seven extra columns in the tax roll. Such a tax roll 
would require column headings somewhat as in sample in table 155. 
It is obvious that the computation of the deduction is a simple clerical 
matter and need involve no complications. The additional columns 
need be added to the tax roll only for forest properties, which might 
well be segregated from other properties for this purpose. There 
should be a permanent auxiliary record of the incomes from the 
several ownerships. 

A further refinement could be added in the form of another extra 
column between columns 7 and 8, in which the sum of columns 5, 6, 
and 7 would be entered for convenience in distributing the gross 
income or yield from an ownership among its constituent descriptions. 

TABLE 155.—Portion of sample tax roll, 1936 } 

(Adjusted property tax) 

Extra columns 

Adjust- 
Adjusted ed prop- 

Adjusted value erty 
value Inter- increment | Adjusted | tax 0.025 

Owner | Description! 1936 incre- est 1935 | accumu- | tax base | (tax 
value | 1935 ment | 0.03 X 1935 e lated column | rate) 

value; accumu-| col- | taxes creld before (3) — X col- 
lated umn y 1936, column umn 

through (4) columns (9) (10) 
1934 (5)+(6)+ 

(7) — (8) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 

John Jones- nee. a SE | $840 | $850} $109.87 | $25.50 $14.80} $50 $100.17 | $739. 83 $18. 50 
(0) 0 

| 

1 This table agrees with the example in the text for 1936, except that the yield is here $50 instead of $250, 
and the 1936 value is $840 instead of $650. 

APPLICATION TO OLD-GROWTH FORESTS 

In the case of an old-growth forest being converted to sustained 
yield, this plan might or might not result in a tax different from that 
levied under the unmodified property tax. This would depend on 
the method of conversion. During those years in which the conver- 
sion was resulting in a cut sufficient to make the adjusted value 
increment zero, the usual property tax would be levied; and during 
those years in which the cut were less than this, the tax would be less 
than the usual property tax. 

Old-growth forests which were being destructively cut at the time 
of the introduction of this plan would thus not be affected, for the 
adjusted value increment would be zero. If, on that part of a 
property located in any one district, the liquidation were postponed 
for a year or more, the adjusted value increment would accumulate. 
Whenever the liquidation were resumed, the accumulated adjusted 
value increment would be reduced each year by the amount by 
which the yield exceeded the adjusted value increment of the previous 
year until an unmodified property tax was reached. 

Old-growth forests held for future disposition, and on which 
expenses other than taxes are a small item, would reap substantial 
advantage under the operation of this plan. If the property were 
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increasing in value at a rate just equal to the rate of interest plus the 
tax rate—and were correspondingly assessed—the annual tax payable, 
while subject to changes in the tax rate, would not increase on account 
of the increase in value of the forest. In other words, the situation 
would be the same as though the property had been. given a fixed 
assessment. If the property were increasing in value at a rate in 
excess of the sum of the interest rate and the tax rate, the tax under 
the proposed plan would be the same as would result from the ordinary 
property tax if, in assessing the property, no account were taken of 
the increase in value due to the expected deferred yield, the assess- 
ment being increased only on account of value increases due to other 
causes—such as an added element of land value or an unexpected 
rise in stumpage prices. Whether the tax decreased or increased or 
remained constant would, of course, under those assumptions depend 
on the tax rate. Should the tax rate not decline, the tax would 
increase. The tax would always be less than it would have been 
under the unmodified property tax. If, on the other hand, the 
property were increasing in value at a rate less than the sum of interest 
rate and tax rate, or were declining in value, the proposed plan would 
produce a result. equivalent to that which would follow an annual 
reduction in the assessed value. If this condition were to continue 
long enough, the tax would be reduced to a tax on the land value. 
The amount of the tax would again depend on the tax rate. Should 
the tax rate not increase, the tax would decline. In any event it 
would be lighter than under the unmodified property tax. In every 
case greater tax relief is given the longer the timber is held uncut. 

APPLICATION TO SECOND-GROWTH FORESTS 

A second-growth forest not under sustained-yield management, but 
nevertheless being held for forest growing, would obtain the full 
benefit of the adjusted property-tax plan if no supplementary annual 
income were received from the property. The effect of the plan would 
be exactly the same on an unorganized second-growth forest held for 
future disposition. The amount of taxes payable annually would 
fluctuate with the annual tax rate and with circumstances that caused 
a change in the assessed value, but with the fundamental restriction 
that the adjusted tax base w ould not be increased on account of the 
approach of the expected deferred yield. The annual taxes in 
ordinary cases would thus be fairly constant. 

The sustained-yield forest, the income from which was received in 
periods of a length greater than 1 year, would obtain a concession 
under the plan, which would tend to place it on an equality with the 
annual sustained-yield forest. A cumulative deduction from taxes 
would be allowed during the years between the periodic yields, but 
this deduction would be wiped out when the accumulated growth 
was harvested. 

Ordinarily an annual sustained-yield forest entirely within one 
assessment district would not be affected by the operation of the 
adjusted property-tax plan. The deductions would be reduced to 
zero each year as a result of the previous year’s income received. 
The annual tax payments would fluctuate with changes in forest 
values and changes in the tax rate, as in the case of property in 
general under the unmodified property tax. 
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Figure 10 is illustrative of the operation of this plan on a forest 
property having an initial value of $2,483 and consisting of land with 
trees of various age classes. The owner is converting the property 
into an annual sustained-yield forest. In the fourth year of this 
management he secures a better distribution of age classes by cutting 
out trees which have a total stumpage value of $200. In the eighth 
year of this management he obtains another yield amounting to $200. 
In the twelfth year he finds that he has a surplus of growing stock for a 
sustained-yield forest and so makes a cutting which has a stumpage 
value of $800. After waiting 4 more years, or in the sixteenth year 
after the inauguration of this management the owner attains an annual 
ustained yield, and finds that he can begin his new program calling 
or an annual cut yielding a constant annual net income equal to the 

50 

ie) 2) 

TAXES (OOLLARS) 

«4 TAXES UNDER PROPERTY TAX TAXES UNDER UNMODIFIED 

ADJUSTED TO DEFERRED INCOME PROPERTY TAX 

FIGURE 10.—Comparison of adjusted property tax with unmodified property tax on a forest being converted 
to sustained yield. (Yield of $200 every year beginning with the sixteenth year, with intermediate 
yields of $200 in fourth year, $200 in eighth year, and $800 in twelfth year. Interest rate 3 percent, tax 
rate 1 percent, annual administrative expense $50.) 

annual value increment. The owner incurs an annual administrative 
expense of $50. The district tax rate remains constant at 1 percent, 
and the rate of interest earned on the investment is assumed to be 3 
percent. Under the adjusted property tax plan, the annual taxes are 
almost unchanged in amount. They increase only by the amount of 
the property tax on the added investment in the property consisting 
of administrative expense until such time as the property is recapital- 
ized as a sustained-yield forest. After the sixteenth year of this 
illustration, when an income is received each year equal to the incre- 
ment in value, the taxes increase annually due to the decreasing cumu- 
lative adjusted value increment until they equal the tax which would 
be levied under the unmodified property tax. 

As a contrast it is interesting to trace the effect of the application of 
the unmodified property tax on this same property. Assuming the 
same yields, tax rate, and interest rate, the property could not have an 
initial value of $2,483. The adverse effects of the property tax on this 
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property, the income from which must be deferred for several years, 
would reduce its initial value to $2,343. The unmodified property 
tax would increase quite rapidly except in the years immediately 
following the receipt of income. After the receipt of the $800 yield 
in the twelfth year, there would be a sudden large decrease in taxes in 
contrast to the slight increase under the adjusted property tax plan. 
Subsequent taxes would again increase under the property tax until 

TAXES (DOLLARS) 

1 TAX CURVE UNDER ADJUSTED PROPERTY TAX 

2 TAX CURVE UNDER UNMODIFIED PROPERTY TAX 

FicurF 11.—Comparison of adjusted property tax with unmodified property tax on a deferred yield forest 
starting from bare land. (Yield $1,736 at end of sixtieth year with intermediate yield $900 in fortieth 
year. Interest rate 3 percent, tax rate 2 percent, cost of planting $100.) 

sustained annual yield were attained, when they would become a 
constant amount each year. 

It will be seen from an examination of this graph (fig. 10) that the 
receipt of income brings the taxes, as under this plan and as under the 
unmodified property tax, closer together; and the greater the part of 
the total cumulative increment received in any 1 year, the closer the 
2 tax levies approach each other. 

Figure 11 is illustrative of the operation of this plan on a forest 
property, planted to trees at a cost of $100, where the tax rate is 2 
percent and the interest rate 3 percent. No income whatever is 
received until the intermediate yield, having a stumpage value of 
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$900, is realized during the fortieth year after planting. No further 
income is then received until the end of the sixtieth year after planting, 
at which time the remaining timber is cut, when the entire process 1s 
repeated. The value of the timber cut at this time is $1,736.. Con- 
sidering the yields which are expected, the land has a value of $300 
before the planting is done. The returns from this forest are equal to 
the interest on the investment in land and planting and the annual 
tax payments, both compounded to the end of the 60-year period. 
The net annual tax continues to be $8 until the end of the rotation. 

As a contrast to this tax burden, if this property were to be taxed 
under the unmodified property tax, the annual taxes would increase 
from $4.56 to $30.58 in the fortieth year, when the intermediate yield 
would be received. In the forty-first year the taxes would decrease 
to $14.10 and then gradually mount to $35.50 in the sixtieth year. 
The owner could not afford to pay more than $128 for this property 
before planting, as the interest and taxes, if it had a larger initial value, 
would be more than the expected yield. The adverse effects of the 
unmodified property tax on a property such as illustrated in figure 11 
depreciate the value of the land from $300 to $128 and increase the 
ratio of tax costs to yield from 40 percent to 66 percent. 

EFFECTS ON DISTRIBUTION OF TAX BURDENS 

The operation of the adjusted property tax would have a stabilizing 
influence on the tax revenues of a tax district containing a substantial 
amount of forest property. The normal growth of the forest property 
under the unmodified property tax tends toward an increased tax 
base for the district and a consequent shifting of some of the tax 
burden onto forest property from the other classes of property. Under 
the adjusted property tax, on the contrary, such growth would not 
tend to cause any change or shift in the tax burden. The cutting of 
timber in excess of the annual growth under the unmodified property 
tax tends to result in a decreased tax base and a shiftng of the district 
tax burden, thus increasing the share borne by other than forest 
property. Under the adjusted property tax, however, cutting, even 
in excess of the annua! growth, or the receipt of income would not tend 
to cause a change in the tax base or a shifting of tax burden, unless the 
cutting were heavier than could be sustained without depletion of 
the original capital. 
By comparison with the unmodified property tax, the adjusted 

property tax would result in a progressive lowering of the tax as the 
period of deferred income were lengthened. This lowering of the tax 
below that of the unmodified property tax would never be at a rate 
greater than the sum of the pure interest rate as fixed in the statute 
and the tax rate. For example, if a rate of interest of 3 percent and a 
tax rate of 2 percent are assumed, the maximum total rate of decrease 
would be 5 percent. This decrease in the tax burden below what the 
unmodified property tax would produce would require a tax rate higher 
than if all property were taxed under the unmodified property tax, as- 
suming that the same revenue were to be produced. The receipt of 
income, whether intermittent or regular, would tend to reduce the 
differences between the adjusted property tax and the unmodified 
property tax. Finally, the maintenance of a regular annual yield 
would wipe out these differences entirely. 

101285 °—35——38 
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CONCLUSIONS 

The actual burden of the adjusted property tax plan would be not far 
from that of an income or net-yield tax at an equivalent rate—a rate 
that gives the same tax as the property tax when applied to a property 
with sustained annualincome. ‘The only important advantage of the 
income tax not granted by this plan is relief from the necessity of 
financing tax payments when taxes are due in advance of income. 

The small amount of the immediate tax reduction provided for by 
this plan may, of course, be disappointing from the viewpoint of forest 
owners who, hard pressed by the current (1932-33) depression, are 
hoping for substantial immediate relief from high taxes on their timber 
holdings. This disadvantage is inherent in any plan which has the 
merit of avoiding the accumulation of tax liabilities against forest 
properties. It may be presumed, moreover, that as times grow more 
nearly normal, sound enterprises could borrow money to pay taxes 
under this plan. 

The adjusted property tax plan possesses a number of outstanding 
advantages. It comes as close as practicable to giving forest property 
the benefits of an income tax and thus removes the principal disabili- 
ties of the property tax. It is applicable to all kinds of forest property 
in all regions of the United States. It is peculiarly fitted for States 
where there are large bodies of old-growth timber. By retaining the 
forms of the property tax it provides a stable revenue, requires no 
change in assessment, and necessitates no radical departure from the 
customary methods of levying and collecting taxes. Its adoption, 
without change in the property tax rate, would involve no sharp 
decrease in tax receipts. 

DEFERRED TIMBER TAX 

THE NATURE OF THE PLAN 

The equivalent of an income or net-yield tax may be approached 
also by a plan which provides for the deferment of the entire property 
tax on timber. This plan involves dividing the assessed value of 
forest property into land value and timber value. The annual prop- 
erty taxes, determined in the ordinary manner, would be paid on the 
land value. Payment of the annual taxes on the timber value, also 
determined in the ordinary manner, would be deferred so far as the 
owner of the timber is concerned until income was realized through 
the cutting or sale of timber and other forest products. 

An amount equal to the annual taxes levied on the timber value 
would be paid by the State to the various units of government which 
levied them. A special fund, known as the State timber-tax fund, 
would be set up and drawn upon for this purpose. In this way dis- 
turbance to local government revenues would be avoided. 
Upon receipt of income from timber and forest products, the owner 

would be required to pay to the State timber-tax fund the deferred 
timber taxes, accumulated without interest, the amount of which had 
been paid by the State on his property, together with the taxes of the 
current year. The amount of this payment in any one year would be 
limited to a fixed portion, stated in the law, of the stumpage value of 
the products cut or sold. Any deferred and current timber taxes in 
excess of this amount would be carried forward as a charge against 
the income of succeeding years. The principles governing the choice 
of the limiting rate will be discussed at a later point. It is assumed 



FOREST TAXATION IN THE UNITED STATES 595 

in the following elaboration of the plan that this rate will be 30 percent. 
The essentials of this plan may be made clear by the following 

detailed account, in which is included a description of the official book- 
keeping procedure involved. All forest properties would be assessed 
annually at their market value, the same as other properties, and 
would be subject to the same State and local tax rates as other prop- 
erties. Six additional columns would be added to that part of the 
tax roll where forest properties are listed. These are indicated in 
table 156 by columns 4, 5, and 7 to 10, columns 1 to 3 and 6 corre- 
sponding to those of an ordinary property-tax roll. The first addi- 
tional column (column 4) would contain the timber value, and the 
second additional column (column 5) the land value of each parcel. 
The land tax would be computed by multiplying the land value (as 
defined in this part, p. 558 by the total local property tax rate. 
This amount would appear in column 6, taking the place of 
the total tax in the present roll. This tax would be due and pay- 
able annually by the owner to the local tax collector, in the same 
manner as any other property tax. 

TasBLE 156.—Portton of sample tax roll, 1936 

(Deferred timber tax) 

Extra columns Extra columns 

Deferred Deferred 
timber | Timber- | timber 

Land tax (net tax tax (net 
ane ae aa po vuen payin pay- 

bo ha ota an er rom ue from] ment 
Owner Description value aMaael Ibevacl value tax: timber owner: from 

sale | walk Xtax |Timber tax (7) +(8) | timber- 
rate value fund) but not tax 

tax | through more fund) 
rate 1935: than 30 | through 

From percen 
1935 tax | of yield | (7)+(8) 

roll 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

John Jones_} See. 1, SE of SE__-_| $840 $720 $120 $3 $18 $72 $20 $70 

The timber tax would be computed by multiplying the timber 
value by the total local property tax rate. This would be entered 
in column 7. The tax collector would total the timber tax of parcels 
and properties in his jurisdiction annually and bill the State treasurer 
for the same. The State treasurer would pay the amount of these 
timber taxes to the local tax collector on or before the usual tax due 
date. Payment would be made from a State timber-tax fund set 
up for that purpose. This fund would receive all taxes paid on 
timber and would be further supplemented to the extent necessary 
by State-wide taxation. 

Column 8 on the tax roll (table 156) would contain the net total 
of all payments from the State timber-tax fund toward the taxes 
on the property through the preceding tax year, with a possible 
exception in the year following a severe loss. The amount in this 
column would be obtained from the tax roll of the preceding year 
and entered on the current tax roll at the same time as the amounts 
in the preceding columns were entered. 
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Upon the receipt of income from timber and forest products, the 
owner would be required to pay a tax as a reimbursement to the 
State timber-tax fund for payments previously made by the fund on 
account of this property. This tax would be equal, except for the 
limitation previously mentioned, to the net total amount, without 
interest, which had been paid by the State on account of the timber 
tax. This amount would be the total of the amounts given in columns 
7 and 8. The limitation is that the current payment would not 
exceed a fixed portion, assumed to be 30 percent, of the current 
eross yield, based on the selling price or value of the products on 
the stump. This current payment to the State timber-tax fund 
made by the owner would be entered in column 9 at the end of the 
tax year, and would be payable directly to the State treasurer to be 
deposited by him in the State timber-tax fund. Any deferred timber 
tax to be carried over to succeeding years, calculated by adding the 
amounts in columns 7 and 8 and subtracting the amount in column 9, 
would be entered in column 10. Where the ownership consists of a 
number of parcels, the total payment recorded in column 9 would be 
allocated to the different parcels in proportion to the accumulated 
timber taxes charged against each (column 7 plus column 8), except 
that where all the merchantable timber on any parcel is removed the 
deferred tax liability against that parcel would be discharged before 
any allocation to the other parcels. 

An alternative procedure giving precisely the same results as that 
described above would require the payment of all timber taxes due 
from owners to the local tax collector who would then receive from the 
State timber-tax fund only the deferred portion of the timber tax levy 
of the current year. Accordingly, the State timber-tax fund would 
be entitled to receive only payments on account of taxes deferred in 
previous years. Thus the local tax collector would retain the smaller 
of the amounts in columns (7) and (9); any deficit in column (9) 
under column (7) would be paid by the State timber-tax fund to the 
local tax collector, and any surplus in column (9) over column (7) 
would go to the State timber-tax fund as a reimbursement for 
previous payments. a : 

The limiting rate, which would regulate the rapidity with which 
deferred taxes would be paid on receipt of income, should be high 
enough to cover the accumulated property taxes on timber (deferred 
timber taxes) under all but the most unfavorable conditions. This 
rate would vary in different States. It is believed that a proper 
rate would fall within a range of 20 to 40 percent. 

The above statement in regard to the range of the limiting rate is founded on 
two separate calculations, one for second-growth and one for old-growth timber. 
When the limiting rate becomes applicable, it obviously has the same effect as 
a yield tax under the ordinary yield-tax plan. The range of yield-tax rates 
which would impose the same tax burden as an income or net-yield tax at a rate 
equivalent to the property tax rate has been shown for second-growth forests 
managed on regular rotations andincome cycles in table 150, page 563. Ifproperty- 
tax rates do not exceed 1.5 percent, the largest corresponding yield-tax rate 
would be 28 percent. Taking the exceptional property tax rate of 2.5 percent 
as a maximum, the corresponding maximum yield-tax rate under the conditions 
assumed in table 150 would be 40 percent. If the maximum property tax rate 
in any State were 1 percent, based on actual value, the highest corresponding 
yield-tax rate, under the same conditions, would be 21 percent. Therefore it 
seems that in the case of second-growth forests, limiting rates of 20 to 40 percent, 
depending upon the maximum tax rates based on actual value, could safely be 
applied to the yield in order to regulate the rate of repayment of deferred property 
taxes on timber. 
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In the case of irregular second-growth forests, where income is realized at 
uncertain intervals, the degree of income deferment will change from time to 
time, but is likely to be within the extreme assumptions for forests under regular 
management illustrated in table 150. Therefore the range of limiting rates of 
from 20 to 40 percent may be considered applicable to irregular as well as to 
regular second-growth forests. 

In the case of old-growth forests, it is theoretically possible to withhold timber 
from cutting long enough under the deferred timber-tax plan to make the accumu- 
lated timber taxes more than any stated percentage of the yield. The number 
of years required for a property tax at a number of different rates to equal a yield 
tax at rates of 20, 30, and 40 percent are shown in table 157. With a moderate 
property tax rate of 1 percent and a normal interest rate (net rate of interest 
after taxes) of 3 percent, the shortest period under the conditions assumed in 
table 157 required for the deferred timber tax to accumulate to 20 percent of the 
yleld would be 32 years. With an exceptionally high property tax rate of 2.5 
percent and a normal interest rate of 3 percent, the shortest period required 
under the same conditions for the deferred timber taxes to accumulate to 40 
percent of the yield would be 23 years. With a moderately high property tax 
rate of 14% percent and the same interest rate, the shortest period required for the 
deferred timber tax to accumulate to 30 percent of the yield would be 32 years. 
It is evident that in States with very moderate tax rates, where 1 percent of the 
actual value would be considered the maximum, timber would have to be with- 
held from cutting for a longer period than is ordinarily contemplated for private 
investment in order that the accumulated timber taxes should exceed a 20- 
percent limitation. Also it is clear that in States with a high tax rate up to an 
extreme of 2.5 percent of actual value, the same would be true for a 40-percent 
limitation. If the rate of return on the investment, based on its value at the 
beginning of the period with the addition of the assumed costs, should turn out 
to be only 2 percent, the shortest periods during which the timber taxes would 
accumulate to the limiting rate applied to the yield would be somewhat less. 
However, these figures indicate that a range for the limiting rate applied to current 
gross yield in order to regulate payment of deferred taxes should be from 20 to 
40 percent, depending on circumstances. The average figure of 30 percent would 
seem to be sufficient to protect the public interests in States where the property 
taxes are moderate, not exceeding 1% percent of actual value. 

TABLE 157.—Number of years required for a property tax on old-growth timber, 
accumulated without interest, to equal 20, 30, and 40 percent of the tember value ! 

Property tax rate, | Property tax rate, | Property tax rate, | Property tax rate, 
1 percent 1.5 percent 2 percent 2.5 percent 

Interest | Timber a a Y s 
rate value 

Case 1 Case 2 Case 1 Case 2 Case 1 Case 2 Case 1 Case 2 

Percent |Percent | Years Years Years Years Years Years Years Years 
20 26 23 16 17 12 9 9 

2 30 48 44 26 28 18 19 14 15 
2 40 84 81 39 43 26 28 20 21 
3 20 32 34 18 19 12 14 9 10 
3 30 81 90 32 34 21 22 15 16 
3 40 (2) (2) 56 62 32 35 23 24 
4 20 42 46 20 21 13 14 10 10 
4 30 (?) (?) 42 46 24 25 17 18 
4 40 (2) (2) (2) (2) 42 46 27 29 

1 Assumptions: Case 1 Case 2 
Late ENG ac alarsy eval hb Cop ROS ey peas wu al seas hs een 9 ay SO ul) eR Pe Ry Re, ERO ce ue 0 $20. 00 
MGA Vale eines a pearin Hk ey A CRN NC BRUCE CMe Laie un WY Oe ae WL hee 2. 00 
PASTUTATTAIEC XPOS Neuve ned Mes OBIT BLL RN ne WC ar Nee UES OSE et Oe Ce ES 2 10 .10 
Interest rate, p; property tax rate, 7; number of years, n; percent of timber value, gq. 

Formula: 

rC yr eb(ptn)L etrL\" ha eee rC rn et(ptnL | erry, 
DD D a(z+o+ Dp ) Jat (ee |= pp Pp d Pp 

The above formula was derived from the following: 

af + oyatyteetry) SEPP) 7] aro Ph ett nny[ SFO"=1 a]. 

The left member of this equation is g times the expression for the total timber value at the end of 7 years, 
assuming deferment to the nth year of taxes on the timber; the right member is the expression for taxes un- 
der the deferred timber tax (pt. 3, formula 13) less the tax on the land value. 

§ Accumulated property tax will never equal the indicated percentage of timber value. 
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Since the limiting rate would occasionally operate to reduce taxes to an amount 
insufficient to pay all deferred timber taxes, there would be some losses to the 
State timber-tax fund to be made up from general State revenues. Obviously 
these losses would be greater the lower the limiting rate. In order to give the 
State adequate protection against such losses, it is believed that a proper limiting 
rate, when the total property tax rates run from 1 to 1!4 percent of actual value, 
would be 30 percent, and where higher property tax rates are common this limiting 
rate should be increased to 40 percent. Where property tax rates are not over 1 
percent, a limiting rate of 20 percent might be admissible. However, the lower 
the limiting rate, the greater the risk to the State of losing part of the deferred 
taxes on properties which suffer extraordinary losses, as will be explained later. 

In the case of extraordinary losses through fire or other casualty 
or through changes in economic conditions, it would be possible that 
the value of the timber might be so greatly reduced in comparison 
to the liability for deferred taxes that, if this liability were not also 
reduced, continued private ownership of the property would be 
rendered unattractive and abandonment would be invited. There- 
fore it is proposed that in case such a loss occurs, the deferred taxes 
carried over from the preceding year should not exceed the current 
assessed value of the timber. In other words, the amount set down 
in column 8, table 156, if greater than the amount of the timber 
value in column 4, should be reduced to that amount. The total of 
such reductions, if any, should be reported each year to the State 
treasurer, who would be charged with keeping a record of these 
amounts, so that the loss to the State timber-tax fund on account of 
this provision would be known. Under this provision, the public 
would have to assume a part of the extraordinary losses from fire 
and other causes, but a smaller part than in the case of an income 
tax. So far as fire is concerned, efficient protection measures would 
reduce losses from that cause to an insignificant total. The amount 
of the losses borne by the State would be affected by the limiting 
rate of repayment to the State timber-tax fund. The lower this 
rate, the greater the chance, if an extraordinary loss should occur, 
that the deferred taxes carried over from the preceding year might 
exceed the current assessed value of the timber. 

It would be necessary to guard against evasion on the part of the 
taxpayer through the concentration of cutting on one parcel and the 
consequent restriction of the repayment to the State timber-tax fund 
to the amount of the deferred timber tax on the current cutting unit. 
This would permit further postponement of repayment to the fund 
on account of taxes on other parcels and thus allow a greater con- 
cession to operating properties than would be justified. Logically 
all forest property in one ownership in the entire State should be 
treated as a unit so far as deferment of income is concerned, but 
the administrative readjustments required would in most States be 
too cumbersome to warrant such treatment. However, a sufficient 
and more convenient safeguard would be to treat as a unit all prop- 
erty in one ownership in a tax-billing district. Thus the deferred 
timber taxes collected on account of income from any part of the 
entire ownership within the tax-billing district would be credited to 
the individual parcels comprising the ownership in proportion to the 
amount of deferred timber taxes charged against each. As previously 
indicated, an exception to this rule would be made in case all the 
merchantable timber has been removed from a given area comprising 
one or more separate parcels. In that case the deferred timber 
taxes collected would first be applied to the payment of deferred taxes 
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charged against these cut-over parcels. Ownerships differing in 
form but the same in fact would be treated as the same ownership. 

Transfer of ownership of a parcel of timber should not affect the 
tax computations so far as they pertain to the parcel transferred. 
The liability for deferred taxes would go with the parcel and have to 
be assumed by the purchaser. However, the market value of the 
parcel sold or transferred should be treated the same as gross income 
from sale of stumpage. In this way no tax advantage would be ob- 
tained by transferring to another party a parcel of timber which was 
to be cut in the near future. Upon such a transfer the payment 
would be made to the State timber-tax fund of deferred taxes on the 
remaining forest property in the ownership. This payment would 
be limited to the same extent as the payment required upon the 
harvesting of forest products. 

There is an especial danger in any plan of taxation containing 
machinery through which local governments can obtain money from 
the State. Under the deferred timber-tax plan overassessment and 
extravagant public expenditures might be encouraged in local dis- 
tricts having timber as a large part of the local tax base, since the 
receipts from the State on account of the deferred timber tax would 
be assured. To avoid such raid upon the State treasury, State super- 
vision of local expenditures and State control of property value as- 
sessments would be desirable in connection with this tax plan. Fur- 
thermore, in order to insure the full benefit of this plan to forest 
property, it is essential that in assessing forest property the assessor 
recognize the tax obligation which accrues because of payments from 
the State fund on account of deferred timber taxes. 

The administration and collection of the timber tax payable when 
yield is realized should be entirely in the hands of State officials, or 
under their strict supervision. Special measures might be required 
to guard against the escape of small operators from the payment of 
the deferred tax due. 
A large measure of State control of the administration of the 

deferred timber tax is in harmony with the earlier recommendation 
in this report of mcreased State participation in the administration 
of the property tax. 

EFFECT ON PUBLIC REVENUES 

This plan involves the transfer of the entire burden of financing 
property taxes on timber in advance of income, which has hitherto 
rested on the timber owner alone, to the taxpayers of the State at 
large. This result would be accomplished by means of the State 
timber-tax fund established and maintained by a State-wide tax. 
It will be assumed in the following discussion that this State-wide 
tax would take the form of a property tax at a uniform rate, but this 
is not an essential part of the pian, as it would be practicable, if 
desired, to use some other kind of tax. 

Table 158 is presented to indicate roughly the greatest cost to the 
property taxpayers of establishing the timber-tax fund in all of those 
States in which forest property constitutes a significant part of the 
property tax base. In preparing this table estimated market values 
were used in place of assessed or equalized values. These values, 
although secured from the best available sources, can be considered 
only as approximations. A tax rate of 2 percent on full market value 
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of timber was assumed for all States in preparing this table. Since 
the tax burden on timber is rarely as heavy as this in any State, the 
last column in this table may be considered as indicative of the 
maximum State-wide tax rate on full value which might possibly be 
needed to establish and maintain the State timber-tax fund. In most 
cases the timber tax actually deferred in the initial year would be 
very much less than the amount given in column 5. 

TABLE 158.—Mazimum initial cost of establishing a Siate timber-tax fund,' selected 
States 

Value of forest Additional 
State-wide 

: Annual tax rate to 
Cine timber Value ofall | establish 

tax, rate 2 property timber-tax 
Total Land Timber percent fund with- 

out bor- 
rowing 

1,900 dollars|1,000 dollars\1,000 dollars|1.000 dollars| 1,000 dcllars Percent 
ISAT Wh a Vo Yera, 5 5 el Ns a ee ee 182, 058 28, 120 153, 938 3, O79 1, 219, GOO 0.17 
New Hampshire-_---_-------- 53, 364 11, 844 41, 520 830 1, 283, 000 .07 
VERN ON ese es as 60, 362 9, 564 50, 798 1, 016 799, 000 .14 
ING Wire COD Kee erent entre erica 154, 616 28, 578 126, 038 2, 521 33, 019, 000 EO1 
Delaware 222 = eee. 3, 946 960 2, 986 60 588, 000 .01 
Manyara a eee 22, 406 6, 414 15, 992 320 3, 742, 000 .O1 
Mi chicane se ae ees ee 151, 112 33, 414 117, 698 2, 354 10, 890, 000 . 02 
Waisconsiniee he Ae ee es 109, 954 29, 924 80. 030 1, 601 7, 545, 000 . 02 
Minnesota eee 65, E88 33, 848 32, 740 655 8, 237, 000 . 01 
IMNSSOUTI as 2 0 eee ee ke 73, 408 32, 908 40, 500 810 9, 612, 000 . 01 
AMENN ESSEC Rae Aa eee 109, 910 41,139 68, 771 1, 375 3, 978, 000 . 04 
Keen tii key te ae ee et 73, 164 30, 831 42, 333 847 3, 401, 000 . 03 
WiesthVirciniasa oe 72, 190 28, 434 43, 756 875 4, 446, 000 . 02 
MIreinig=s 2522 eas eee 123, 893 42, 630 81, 263 1, 625 4, 542, 000 . 04 
INorthi@ arolina see 187, 510 59, 448 128, 062 2, 561 4, 381, C00 . 06 
Southi Carolinas ees 122, 440 37. 116 85, 324 1, 706 2, 289 000 . 08 
Georeia ss eee ee ee 192, 206 67, S09 124, 297 2, 488 3, 726, 000 . 07 
WlOrIiGa sees SP ee 147, 248 69, 015 78, 233 1, 565 2, 329, 000 . 07 
FAN aD ain gegen see el Seo 144, 966 63, 939 81, 027 1, 621 2, 891, 000 . 06 
Mississippitts 22 ea ee 158, 285 54, 813 103, 472 2, 069 2, 081, 000 .10 
AZOUISIATI Neen eee 176, 085 53, 550 122, 535 2, 451 3, 237, 000 . 08 
Arkansas: 22 Sethi See sie RU 191, 251 62, 946 128, 305 2, 566 2, 520, 000 aibk 
Oklahomactat som tere wes 24, 464 12, 672 11, 792 235 3, 627, 000 . O1 
PP OXAS SS oo eB se eee 124, 186 37, 854 86, 332 1b PAE 9, 453, 000 . 02 
Montana’ Stes ee eee ee 26, 541 6, 302 20, 239 405 1, 990, 000 . 02 
idaho k eo ate es aie ees 70, 826 8, 374 62, 452 1, 249 1, 258, 000 .10 
Why OMinole2 Sek Pee RS 3, 862 1,176 2, 686 54 650, 000 01 
ING@wAMiexi@o sass ene 5, 621 2, 184 3, 437 69 737, 000 01 
Washing tonbese a eeaaee 332, 585 21, 004 311, 581 6, 232 4, 695, 000 14 
Oregons 2 Sa eee oss 321, 940 27. 442 294, 498 | 5, 890 3, 059, 000 21 
California y= see eee eke 283, 219 17, 628 | 265, 591 | 5,312 | 14, 050, 000 - 04 

1 Sources of data: Column 2, from table 67, column 2 in part 6; column 3 by computation from table 68 
using columns 2 and 3; column 6 from Statisuen! Abstract of the United States, 1931, p. 298; columns 4, 5, 

column 5 
and 7 by computation, column 7=- Tn g—column 4 

Table 158 indicates that the State timber-tax fund could probably 
be established in all forest States, with the exception of Maine, 
Vermont, Arkansas, Washington, and Oregon, by a tax of 1 mill or 
less on the market value of all taxable property, taking into account 
the fact that part of the additional tax on timber would also be 
deferred. In Washington the fund could probably be established 
by a tax rate of 1 mill or less, because in this State the annual yield 
is relatively large in proportion to the value of all timber and the 
fund would be augmented to a considerable extent by the tax pay- 
ments upon receipt of a yield. The receipt of yields from timber in 
other States also would tend to make possible the establishment of 
the fund with a State-wide tax rate lower than the rate shown. 
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In Oregon the initial size of the State timber-tax fund needed 
might be so great as to preclude its establishment by a State tax levy 
only. In this case the fund might be established by borrowings 
extending over a period of 5 or 6 years. The manner of establishing 
and maintaining the fund would have to be considered and decided 
upon in the case of each individual State, but the cost must be borne 
eventually by all taxpayers. 

Immediately after the adoption of this plan, the receipts of the 
State timber-tax fund from timber operators and others would be 
expected to increase from year to year, since there would be an 
annual increase in the amount of deferred timber taxes payable when 
timber was cut or sold. There might be years in which such receipts 
would be sufficient or more than sufficient, to meet the payments, 
which would be the amount of the total property tax levy on timber, 
together with interest and sinking fund requirements if any part of 
the State timber-tax fund had been borrowed. In such years no 
State-wide tax would have to be levied in support of the timber-tax 
fund. Any excess of these receipts over payments should be accumu- 
lated as a reserve to eliminate or reduce State-wide taxes for the 
fund in future years when the receipts might again fail to balance 
payments. The cost of the plan to the taxpayers of the State at 
large would be reduced by wider application of sound forest manage- 
ment through decreasing the deferment of income from timber. It 
would be automatically eliminated if annual sustained-yield forestry 
became universal. : 

ADMINISTRATIVE DETAILS 

Certain administrative details would enhance the workability of this 
plan of forest taxation. These are similar to those mentioned in con- 
nection with the adjusted property tax. 

Every taxpayer having forest property should be invited to furnish 
the assessor with a sworn statement of the stumpage value of the 
timber or other forest products harvested or sold and all other income 
from the property, together with a list of descriptions or parcels 
from which removal of the merchantable timber had been completed 
during the year, or else a sworn statement that no income was received. 
This statement should cover 1 year ending at the time of assessment 
and should be filed at any time after the assessment date within a 
prescribed period sufificiently limited in length to allow time for com- 
putation of the timber taxes. As a penalty for failure to furnish the 
assessor with a statement of income, the current timber tax would 
not be paid from the State timber-tax fund but would be due and 
payable to the local collector at the same time and in the same manner 
as the land tax, and, in addition, all deferred timber taxes charged 
against the taxpayer would be declared delinquent and would be 
henceforth subject to the same interest charges and penalties as delin- 
quent land taxes; provided that if the taxpayer should, within a 
limited time, file an income statement covering the year or years 
during which he failed to file, the payments on account of timber 
taxes from the State timber tax fund would again be resumed and no 
further interest and penalties would accrue to deferred timber taxes, 
and the property would be removed from the delinquency rolls. In 
farm-woodlot regions where very small forest yields are received in 
varying amounts but quite regularly, the farmer might not consider 
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it worth the effort to file an annual income statement. Under such 
conditions this plan would automatically be inoperative. 

Yield statements from small timber operators without a large re- 
serve of taxable timber would ordinarily not have to be checked, as 
the required payment (20 to 40 percent of the value of the yield) 
would easily exceed the total amount paid on their property from the 
State timber-tax fund. If such an operator admitted a yield suffi- 
ciently large to require him to make a complete payment of his de- 
ferred timber taxes, no check on the yield would be necessary further 
than what would be required in order to make the proper assessment 
under the property-tax laws. 

CONCLUSIONS 

The deferred timber tax differs from the adjusted property tax 
plan in that both the cost and responsibility for financing the plan 
would rest on the State asa whole. Under the adjusted property tax, 
the cost of the plan would be shared by the local units of covernment 
in proportion to the extent of income deferment in respect to forest 
lands within their boundaries, while the responsibility for financing 
the adjusted taxes would remain upon the owners. Accordingly the 
deferred timber tax plan is advantageous from the viewpoint of the 
holder of timber, since it would give him complete and immediate 
relief from all taxes on timber, together with the assurance that the 
amount of the tax payments due upon receipt of income would never 
exceed an amount that would be fair in comparison with the property 
taxes paid on property yielding a regular annual income held in the 
same tax district over the same period. This plan also has the ad- 
vantage of making no disturbance in local public revenues. Its dis- 
advantages consist in the necessity of State financing, which should, 
however, generally be not very burdensome, and in the administrative 
responsibility of collecting a substantial percentage of the yield until 
the deferred timber tax has in each case been paid. 

The public under this plan also shares the risk of timber destruction 
from fire and other causes to the extent that an ownership might be so 
nearly wiped out, as far as timber is concerned, that the full amount 
of the deferred property taxes imposed before the date of the loss 
would never be collected. On the other hand, the land tax, which 
should theoretically be deferred in the same manner as the timber 
tax in case of a forest property with no other prospect of income than 
from forest products, is for practical reasons collected annually, and 
this fact in a measure offsets the risk which the public would assume 
on account of possible losses. 

This plan would retain the essential advantages of the property 
tax in that the tax on the timber, while limited to a portion of the gross 
yield, would be actually fixed in total amount by the market value of 
the property and the property-tax rate during the years in which the 
income had been deferred. Thus, the amount of the tax payment 
would be determined by the fiscal needs of the government during the 
period of income deferment and would be in proportion to the tax 
burden on other property in the tax district. Furthermore any value 
due to the expectation of income from sources other than forest 
products would be automatically taxed by retaining the property tax 
on the land value, 
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DIFFERENTIAL TIMBER TAX 

THE PLAN IN GENERAL 

To meet the situation in States where there might appear to be 
obstacles to the acceptance of the preceding plans, there is offered a 
third plan, which has the outstanding merit of extreme simplicity. 
The object of the differential timber tax is to lower the tax on timber 
which is being grown or held in reserve to a point which would make 
proper allowance for the necessary deferment of income in the typical 
case and would remove the tax incentive to nonforestry use. Owing 
to the extent to which the conditions vary from the typical within a 
given State, the adjustment offered by this plan would in most cases 
cepart more or less from the standard of an income or net-yield tax. 
However, this adjustment could be accomplished with only a slight 
modification of the property-tax system. 

In brief, the plan leaves the land subject to the ordinary property 
tax but classifies the timber for differential assessment. Separate 
assessment of land and timber values would of course be necessary. 
A fixed percentage, definitely stated in the law, would be deducted 
from the assessed value of the timber, determined in the ordinary 
way, in order to obtain the taxable value to which the regularly de- 
termined tax rates would be applied. The determination of this per- 
centage, which may for convenience be called the ‘‘reduction factor’’, 
would be the principal problem confronting the legislature in enacting 
a law to carry.out this plan. In developing the detailed aspects of 
the differential timber tax, it will be convenient to treat separately 
the second-growth and the old-growth forests. 

SECOND-GROWTH FORESTS 

The reduction factor for all second-growth timber within a State 
would be a uniform percentage of the assessed value. It should be 
obvious that no such reduction could result in a perfect adjustment for 
every individual property. The most that could be accomplished would 
bea fair adjustment for thegeneral run of typical forests without too 
ereat discrepancies in the more exceptional cases. Even for the 
general run of forests, there is no way of determining exactly what 
the reduction factor should be. Precise determination would require 
exact information as to a number of controlling factors. These 
factors are value of land, property tax rate, interest rate, rotation, 
cost of regeneration, annual expense, intermediate income, and income 
cycle. If the property tax rate is assumed to be constant, it is pos- 
sible to construct a formula which would give, under specified con- 
ditions as to all of these factors, the precise reduction factor which, 
if applied to timber only, would result in the same tax burden as an 
equivalent income or net yield tax. Such a formula has been devel- 
oped and is presented in part 3 (formula 17). 

It would be quite impracticable, however, to use such a formula 
in the actual operation of this plan. Ascertaining the values of the 
several factors required would be a very difficult task, requiring 
laborious investigation of present facts and more or less arbitrary 
assumptions as to future trends. The complexity of the formula 
itself is a serious obstacle. Moreover the use of such a formula in 
the application of the plan is not necessary. 
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The most influential variable in the formula is the length of income 
cycle. By making the reduction factor dependent on this variable 
alone, rounded figures corresponding to length of income cycle may 
be obtained with sufficient accuracy to give the rough results sought 
by this plan. No greater precision could be expected from the use 
of reduction factors determined directly by the formula. The pre- 
cise results obtained by the formula would fit perfectly only those 
forests—if any such should exist—whose conditions were continuously 
the same as those assumed in applying the formula, and practically 
all forests would be sure to depart in some measure from the assump- 
tions. Accordingly it is proposed to apply the following reduction 
factors for given ranges of income cycles, these rates being the rounded 
figures produced by the formula: 

Reduction 
Income cycle: factor, perceng 

We tO) 4s years 0 a So See eA Tea ea gen re cr SOR et ey ee 0 
5 to OS. years yo OL NR ee Uy SESE SUNS iecet OE C9 te Be OR ee a ee 10 

1Qto: TA years ee eke 2 SOG TERRY RITE G8 AS Nee ca 20 
Lovo d Quyearsis 2 hats bee bal 4 Eten deh aE BN ay cae as bp ee 30 
20) CO 24 sy CATS a2 oa) a es ene Ae ep ee 40 
ZO YOATS ANG OVD Le. = Mier oe Ue Sia a I SS oe ae te lace 50 

As indicated above, the reduction factor for second-growth forests 
in any State would be governed only by the standard income cycle. 
This cycle should be set long enough so that it could be readily 
attained at once or within a few years over large areas of second- 
growth forest land. Its determination would be a question for the 
judgment of foresters familiar with conditions in the State in ques- 
tion. No hard and fast rules could be laid down. The actual income 
cycles found to be in most general use would carry great weight. 
Other facts which should be considered are the average age and con- 
dition of second-growth stands, rates of growth of the principal 
species, the character of local markets, and the most profitable rota- 
tions under different conditions. 

In order to reduce the chance that this plan might be used to grant 
an unjustifiably large concession to forest property, it would be 
desirable to regard 50 percent as the maximum reduction factor. 
This figure is suggested because it would correspond roughly to an 
income cycle of 25 to 30 years. If the actual cycle should be moder- 
ately longer, say 35 years, the excess burden with a 50 percent 
reduction factor would not generally be great. No differential taxa- 
tion would appear necessary in any State where the prevailing in- 
come cycle was as low as 4 years. 

The reduction factor should be subject to readjustment from time 
to time as the conditions on which its calculation had been predi- 
cated might change. It is probable that such changes would be 
necessary only at long intervals—possibly 20 years or longer. Finally, 
when sustained-yield forestry with annual or very short period 
income shall have become established as the usual practice, the 
differential taxation should be discontinued unless 1t should appear 
that such forests were entitled to consideration because of the reflec- 
tion in value of intangible benefits which would not be reached under 
an ordinary income tax. (See p. 526.) 

There is nothing to prevent, if deemed advisable, the application 
at the same time of two or more different reduction factors in a State 
which embraces distinct forest regions or distinct and readily defined 
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classes of forest property, to which materially different rates would 
be appropriate. Under ordinary conditions, however, it is believed 
preferable to keep the plan as simple as possible by use of a uniform 
reduction factor for an entire State. 

The retention of land value in the property assessment, nine inate 
ished by any reduction, besides having a tendency to stabilize the tax 
burden, would insure the taxation in full of any elements of value in 
the property that are not entitled to any tax concession in the interest 
of forestry because they arise from other possible uses than the pro- 
duction of forest crops. It would also exact a proper tax contribution 
from the owner who is holding cut-over lands for speculative purposes 
and is doing nothing to protect and improve the forest growth. Such 
an owner would receive a concession only in case fortuitous forest 
growth occurred in spite of his indifference, and then only to the extent 
of the tax on a portion of the timber value. 

OLD-GROWTH FORESTS 

Two methods are proposed for old-growth timber, depending on the 
conditions. Old-growth forests would be so defined as to include not 
only virgin forests but also culled forests on which there had been 
cutting of selected species and qualities of trees, provided that at the 
time of adopting the plan such culled forests should have contained 
sufhicient volume of merchantable timber to form a basis for commer- 
cial logging or lumbering operations. 

In those States where such timber is not a sufficiently important 
element in the tax base to warrant different treatment from that 
accorded second-growth, old-growth forests should be given the benefit 
of differential taxation using the same reduction factor which had been 
determined for second-growth timber. In such States the few remain- 
ing old-growth stands, if they were being depleted, would be partially 
relieved of the usual property tax. This relief, though without theo- 
retical justification, would under such conditions be permissible for 
the sake of administrative simplicity. 

Where old-growth timber is an important element in the tax base, 
a transition period of 20 years or longer should be provided before the 
aeval differential would apply to such timber. During this transition 
poet, old-growth timber would be classified apart from second- 
erowth. 

Operated forests would be taxed under the ordinary property tax. 
It has been shown that old-growth or virgin forests which are under 
operation so that their capital value is being reduced are favored under 
the unmodified property tax as against properties yielding a regular 
annual income. Where these forests occur in substantial volume, 
there appears to be no reason why this advantage should be increased 
by differential taxation. 
On the other hand, old-growth timber which is held for future sale 

or aS a reserve supply for future operation is overburdened by the 
property tax. There is adequate reason to encourage the continued 
holding of such timber through some modification in the tax system. 
Encouragement of reserve timber holdings without favoring of timber 
which is under operation may be accomplished by applying a graduated 
reduction factor to old-growth forest properties which are being kept 
intact. Any owner who filed with the designated county official a 
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statement setting forth by legal descriptions the location and area of 
all of the old-growth timberlands owned by him within the county on 
the basic date when the plan became effective, certifying that these 
included all such lands owned by him in that county at that time and 
that no commercial cuttings had taken place on these lands since the 
basic date and prior to thelast assessment date next preceding the time 
of the statement, would be allowed to compute the taxable value of 
the timber which he then owned by applying a reduction factor to its 
current assessed value. This reduction factor would be in any year 
5 percent times the number of years which had elapsed since the basic 
date when the plan became effective, with a maximum equal to the 
second-growth reduction factor. This 5-percent rate is a conservative 
estimate of the theoretical expected rate of value increment in a forest 
(pure interest plus taxes plus other annual expense). 

Properties acquired since the basic date should also be given the 
benefit of this reduction factor upon a similar showing that they also 
had been held free from commercial cutting subsequent to acquisition. 
Salvage operations on account of fire, insect, or other damage, where 
such operations were necessary to the conservation of the property, 
should not operate to prevent the allowance of the reduction factor. 

The limitation of the reduction factor to the fixed second-growth 
rate has the appearance of being arbitrary but would be desirable both 
to maintain the tax revenues and to provide ultimate uniformity in 
the reduction factor. After a virgin timber property had been held 
intact long enough to profit by the maximum reduction factor—10 
years if that factor should be 50 percent—there should be no great 
hardship in continued payment of taxes on this reduced basis. If 
there were such hardship, it should be possible to begin cutting or to 
merge with an operating property, thus providing an income. In any 
case, this relief from the unmodified property tax would be all that 
would be justified for the sake of removing the property-tax handicap 
to the holding of timber for a period of years and should be immedi- 
ately effective in reducing the tax incentive to overproduction of forest 
products. 

- Old-growth properties receiving some income from cuttings, but not 
enough to pay carrying charges, would theoretically be entitled to 
some relief from the property tax. There would be no way of providing 
for such cases under this plan without destroying its simplicity. Such 
cases would be very rare, and the degree of discrimination would be 
so small that it could well be ignored. 

Under most conditions a transition period of 20 years would be 
sufficient. If, however, after such period so much of the old-growth 
timber remained that the revenue loss would be embarrassing to 
many communities, the transition period could be extended. _ 

It is necessary to make provision against evasion which might be 
accomplished by transferring the nonoperating parts of a forest to 
dummy ownership, which might then claim differential assessment 
while operations were being conducted on the part retained in the 
original ownership. To this end, corporations, trusts, and other 
legal entities claiming the benefit of this plan, would be required to 
report actual ownership, and all properties under substantially the 
same ownership would be treated as a unit for the purpose of deter- 
mining the right to differential assessment. 
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EFFECT ON PUBLIC REVENUES 

The adoption of the differential timber tax plan would cause no 
sharp change in public revenues. In States where there is a large 
amount of old-growth timber, second growth is either not valued at 
all or is assessed at a very low figure. Therefore in those States the 
proposed change in taxing second-growth timber would have little 
immediate effect in changing the amount of tax revenue derived 
from that class of property. The loss in revenue from old-growth 
timber below what would have been provided by the unmodified 
property tax is limited to 5 percent per year by the gradual applica- 
tion of this plan during a transition period, as reeommended. The 
actual loss would be at a lower rate than 5 percent in all districts 
where part or all of the timber was being cut or where old-growth 
timber was increasing in value. 

In States where old-growth timber is not an important element in 
the tax base, it is also generally the rule that whatever value second- 
erowth timber may have is mostly overlooked by the assessor. The 
adoption of this plan might have no immediate adverse effect on local 
revenues, especially if it were accompanied by the improvements in 
assessment recommended in another section of this part. 

It is conceivable that, in some States where the use of this plan 
with a uniform reduction factor for second-growth and the remaining 
old-growth forests might be contemplated, this reduction in taxable 
value coming all at once would result in embarrassment to local reven- 
ues in certain communities. To avoid this result, the differential 
could be applied gradually, both to young growth and old growth, by 
increasing the reduction factor each year at the rate of 5 percent. 
This ratio has been selected for the same reason as in the case of the 
gradual application of the plan to old-growth forests during a transi- 
tion period. It is an approximation to the expected rate of value 
increment. This method of application would prevent any financial 
embarrassment. The loss in revenue, if any, would be gradual and 
would tend to be offset by the increase in the value of the growing 
forests. Such a graduated application would, of course, postpone 
eiving full relief from the present tax system and should not be adopted 
except under the above-mentioned conditions. 

It is not anticipated that there would be any serious embarrass- 
ment to local public finances at the end of the transition period when 
the separate classification of old-growth timber would cease, sinve 
timber so classified would no longer be likely to form an important 
part of the tax base. However, if there were danger of such financial 
embarrassment, it could be overcome by making the change to the 
second-growth reduction factor gradually at a rate increasing 5 per- 
cent a year. Here again the rate of graduation is the rough approxi- 
mation to the expected rate of value increment. 

The precise ultimate effects of this plan on public revenues are 
difficult to forecast. It is reasonable to anticipate, however, that 
progress in sound forest management on private lands, partly as a 
result of the encouragement which this plan would offer, might 
eventually result in sufficient increase in taxable growing stock on 
forest lands to afford more tax revenue than if the property tax had 
been retained. 
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CONCLUSIONS 

The principal advantage of the differential timber tax plan is its 
simplicity. It requires but little change in the existing tax system in 
that it involves no new kind of taxation, no material change in tax 
machinery and records, no new concept or method of determining 
value, and no carrying forward from year to year of tax liabilities or 
allowances. Nevertheless, it has most of the important features de- 
sired in a special forest- tax plan. It would reduce the obstacle im- 
posed by the property tax to the development of timber-growing 
enterprises from cut-over land or immature stands by either materially 
reducing or entirely eliminating the excess burden of the property 
tax. It would also permit the retention of old-growth timber for 
future disposition without incurring any excess tax burden if the 
postponement of cutting were not too long deferred. It would afford 
substantial relief from the ordinary property tax no matter how long 
cutting were deferred. 

The adoption of this plan would cause no immediate loss in local tax 
revenues that would be serious, and its ultimate effect on tax revenues 
in forest districts should be favorable. 

In view of the above considerations, the differential timber tax is 
offered as a simple method of so modifying the property tax system as 
to make it appropriate to the peculiar conditions that characterize 
forest properties in this country. 

IMMATURE-TIMBER EXEMPTION 

THE PLAN AS PROPOSED 

Search for a remedy for the defects of the property tax as related 
to forests has led to consideration of another plan for adjusting the 
property tax, which proposes that the disadvantage to the deferred- 
yield forest inherent in the perfectly administered property tax, which 
was pointed out in an earlier section of this part (p. 525), be offset 
by exempting from taxation the value of immature timber. This 
plan was formally endorsed by a committee on forest taxation of the 
National Tax Association in 1922 (286, pp. 183-134). The plan was 
described by this committee as follows: 

The only problem remaining is to find a modification of the property tax which 
shall be suited to the peculiarities of forest enterprise. The weaknesses of the 
ordinary property tax as applied to growing forests have been carefully studied 
* * * Referencehas * * * been made to the generally accepted remedy, 
namely, the combination of an annual tax on the land and a yield tax. As has 
been pointed out, the annual tax on the land, at the rate of the ‘ordinary property 
tax, is all the burden that can fairly be placed upon the growing forest. To im- 
pose an additional yield tax is excessive. Those who have proposed this have 
apparently had the feeling that to grant entire exemption of growing timber, 
without any compensation, was too great a concession or else have had in mind 
the mature forests, which as we shall show must be called upon for more than the 
land tax. As regards growing forests there is no principle either to justify a yield 
tax or to measure its amount, if the land is already subject to annual taxation 
like other property. Such an additional yield Les is justified only in considera- 
tion of a reduced rate of the land tax. * * 

* %* * The simple solution becomes Se hari and not unduly burdensome; 
i. e., the annual tax on the land only, at the regular rate of the property tax, with 
entire exemption of growing trees. ‘No additional yield tax is required so far as 
the property tax is concerned. 

This plan was adopted by California in 1926 through a constitu- 
tional amendment (State constitution of California, art. 13, sec. 12%) 
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which has been described in part 9. This amendment provides for a 
universal exemption of all immature timber, whereas the land and the 
mature timber are taxable in the same way as is other property. 

THEORETICAL AND PRACTICAL DEFECTS 

It has been pointed out above in the discussion of the adjusted 
property tax plan that, when all or any portion of the expected 
flow of income from a forest is deferred, the property tax is unduly 
burdensome, in comparison with an income or net-yield tax, in 
proportion to the amount deferred and the length of deferment. 
The immature-timber exemption has been advocated as a remedy for 
this condition. 

The theoretical basis for exemption of a portion of the forest value 
for the purpose of offsetting the adverse effects inherent in the property 
tax was set forth in the section of this part dealing with the adjusted 
property tax. It was there demonstrated that what is required is 
the exemption of the ‘‘expected value increment” that appears as a 
consequence of (1) the passing of time bringing expected incomes 
and costs nearer, (2) the payment of taxes, and (8) the receipt of ex- 
pected incomes; with an adjustment on account of unanticipated 
losses. It was also shown that the theoretical modification of the 
property tax requires that no exemption be given the owner on ac- 
count of the values present at the time the modification of the prop- 
erty tax goes into effect. In other words, the expected value incre- 
ment under consideration is that which accrues after the new plan 
goes into effect. No attempt need be made to make adjustment for 
taxes paid in the past. 
Now it is clear that the entire exemption of all immature timber 

would ordinarily go a good deal farther than this. Like the adjusted 
property tax, this plan would theoretically grant the exemption of 
the value increment due to the mere passage of time (pure interest). 
It would likewise grant exemption of the value increment resulting 
from payment of taxes. And, since it holds the taxable value always 
down to the land value, it gives full recognition to the reduction 
in value increment that results from receipt of expected incomes (which 
obviously could never reduce the value below the value of the land). 
But it would go further, in exempting also all value increments re- 
flecting payment of other expenses, as well as value increases due to 
unexpected events except such as increased only the land value apart 
from the trees. This is because, having defined the land value of a 
forest as the value of similar land without tree growth, any such 
value increments would fail of assessment except as they increased 
the value of similar land without timber in the neighborhood; incre- 
ments in forest value generally would not be reflected in the value 
of the land. There would thus be granted an exemption of values 
beyond what the theory justifies. 

Furthermore, the immature-timber exemption would immediately 
remove from taxation all young-timber value present at the time the 
plan went into effect. 

Finally, if at any future time a forest which was without tree 
erowth at the time of the initiation of the plan should come to be 
so managed, by shortening the income cycle, as to contain a perma- 
nent investment in forest stand, the exemption of all the immature 

101285°—35——_39 
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timber in such forest would not be justified. This would be at the 
extreme in the case of an annual sustained-yield forest. 

The circumstances under which this plan would be properly 
applicable are seldom encountered and are always temporary. The 
plan would generally give forest owners a greater tax advantage 
than is their due. 

This tax advantage would obviously be excessive when the develop- 
ment of forestry had advanced to the point of annual sustained-yield 
management. In a sustained-yield forest most of the value resides 
in a fixed investment in growing stock—the immature timber of 
different age classes up to, but exclusive of, a very small quantity of 
timber approaching maturity and comprising the oldest age class, 
due to be cut during the current year. The land usually amounts 
to no more than from 15 to 20 percent of the total value of the forest. 
Assume, for example, that the forest is worth $10,000 and is producing 
an annual income of $400. The value of the land, assuming a maxi- 
mum of 20 percent of the total value, would, then, be $2,000. <A tax 
at the relatively high rate of 2 percent on this value amounts to only 
$40. A tax of $40 on a property worth $10,000 and yielding an income 
of $400, indicating a tax ratio of only 10 percent as compared with 
40 percent for other property yielding an annual income, would rightly 
appear to most people to be a rank discrimination in favor of one 
property over others. 

The above example serves to demonstrate the theoretical weakness 
of the plan of exempting immature timber. As soon as forestry 
develops beyond the most primitive stage wherein young growth 
has little or no value (and it has already emerged from that stage 
in many parts of the United States), this plan would certainly have 
to be replaced by a more comprehensive plan. 

In addition to its theoretical weakness, the plan of exempting 
immature timber presents other difficulties. Most important of these is 
that it requires the fixing of a date of maturity—a point at which the 
trees become taxable. Maturity may be either physical or financial. 
Physical maturity in a forest, by analogy from animals, may be said 
to occur when the losses in the forest begin to exceed or equal growth; 
financial maturity occurs when the costs of holding begin to exceed 
or equal value increment. These definitions are by no means gen- 
erally accepted. Sometimes maturity is considered synonymous 
with merchantability, sometimes it is taken as describing that portion 
of the life of a forest during which growth begins to fall off, and some- 
times it simply designates “‘big trees.’’ None of these definitions 
is practical for use in a tax law unless some board is established for 
the interpretation and application of the definition to individual 
cases. Each individual case presents a problem in itself, as the 
factors affecting maturity are quite variable. The board would be 
deluged with work and in the end would probably have to adopt 
rule-of-thumb methods, involving considerable injustice. 

The plan of exempting immature timber has certain advantages; 
it is simple and readily adaptable to a universal application. How- 
ever, it imposes a fair tax burden only if its application is limited to 
forests being grown without cost on land that was cut-over land at 
the time the plan went into operation. To limit the plan to such 
forests, besides being impracticable, would be unjust to the vast 
majority of forests, which would be left without any tax relief what- 
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soever. Without this limitation, the plan can be justified only on 
grounds of a subsidy to encourage forestry. Therefore, it cannot 
be recommended as a satisfactory solution of the forest-tax problem. 

APPLICATION OF FOREST-TAX PLANS TO SECOND-GROWTH 
FORESTS 

The character and effects of the suggested plans for making changes 
in the tax system relating especially to forests will be better under- 
stood if the application of these plans to certain hypothetical second- 
growth forests is studied. Such applications are shown in tables 
159-162. Tables 159 and 160 have been derived by the use of 
certain formulas. Tables 161 and 162 are exactly similar to tables 
159 and 160 except that the taxes, land values, and items of income 
and expense used in tables 159 and 160 were divided by 2,500 in order 
to give corresponding tables which may be interpreted as relating 
to areas of one acre. 

TaBLE 159.—Special forest-laz plans compared with the property tax and income 
tax, for even-aged forests managed on various rotations, and yielding a net return 
of 3 percent; land value, under the income tax, $7,500 

PROPERTY-TAX RATE, 1 PERCENT; INCOME-TAX RATE, 25 PERCENT 

Forest A rotation 30 | Forest C, rotation 45 | Forest E, rotation 60 
years; yield, $37,560 | years; yield, $72,176 | years; yield, $126,943 

Plan 

Tax | Land Tax | Land Tax | Land 
Taxes ratio | value Taxes ratio | value Taxes ratio | value 

Per- Per- Per- 
Dollars| cent | Dollars| Dollars| cent | Dollars| Dollars| cent \Dollars 

IPRO pet yutaxe ss eae oe ee 9, 186 44 | 5,629 | 22,690 54 | 4,392 | 48, 270 64 | 3,072 
Income (net yield) tax_____________- 6, 515 31 | 7,500 | 14, 040 34 | 7,500 | 26,610 35 | 7, 500 
Special forest tax: 

Adjusted property tax______-___ 6, 515 31 | 7,500 | 14, 040 34 | 7,500 | 26, 610 BH I B00) 
Deferred timber tax____-______- 7, 688 37 | 6,677 | 17,100 41 | 6,402 | 33,000 44 | 6,195 
Differential timber tax, reduc- 

tion factor 50 percent_...___--_- 6, 812 33 | 7,291 | 16, 050 36 | 6,779 | 33, 250 44 | 6,144 
Immature-timber exemption____| 4, 305 21} 9,048 | 8,727 21 | 9,412 | 15,820 21 | 9,705 
Yield tax, rate 10 times prop- 

enbystaxrate een 2 sas 7, 122 34 | 7,075 | 14, 140 34 | 7,465 | 25, 350 34 | 7,759 

PROPERTY-TAX RATE, 2 PERCENT; INCOME-TAX RATE, 40 PERCENT 

Forest B rotation 30 | Forest D rotation 45 | Forest F, rotation 60 
years; yield, $44,075 years; yield, $86,220 | years; yield, $153,553 

Plan a SR ee aan | et Mee ee wat ree oe we 

Tax | Land Tax | Land Tax | Land 
Taxes ratio | value Taxes ratio | value Taxes ratio | value 

Per- Per- Per- 
Dollars| cent | Dollars| Dollars| cent | Dollars| Dollars| cent | Dollars 

IPrOpert yataxce see oe 18, C00 66 | 4,015 | 43, 430 78 | 1,985 | 89, 690 88 44 
Income (net yield) tax______._.____- 13, 030 48 | 7,500 | 28, 090 50 | 7,500 | 53, 220 52 | 7, 500 
Special forest tax: 

Adjusted property tax__.______- 13, 030 48 | 7,500 | 28, 090 50 | 7, 500 | 538, 220 52 | 7,500 
Deferred timber tax___-________ 15, 150 55 | 6,018 | 33, 420 60 | 5,584 | 64, 100 63 | 5, 277 
Differential timber tax, reduc- 

tion factor 50 percent_-_-______- 13, 990 51 6, 826 | 32, 720 59 | 5,835 | 66, 950 66 | 4,694 
Immature-timber exemption____| 9, 493 35 | 9,977 | 19, 580 35 | 10, 560 | 35, 960 35 | 11,030 
Yield tax, rate 10 times prop- 

ertyataxrates=.2 2 14, 780 54] 6,272 | 29, 930 54] 6,839 | 54,390 DouleiZoL 

1 Assumptions and formulas are described in the text. 
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TaBLE 160.—Specval forest-tax plans compared with the property tar and income 
tax, for 60-year rotation forests, with various income cycles, and yielding a net 
return of 3 percent;! land value, under the income tax, $7,500 

PROPERTY-TAX RATE, 1 PERCENT; INCOME-TAX RATE, 25 PERCENT 

Forest E-1, income | Forest E-2, income Forest E-3, income 
cycle, 5 years; yield, cycle, 10 years; eycle, 15 years; 
$10,579 yield, $21,157 yield, $31,736 

Plan Mfotn cagic sear Fs, SP iPars panne 
Tax nitia a nitia Tax Initial 

Taxes -, | forest | Taxes -.| forest | Taxes forest 
Tatio value rue value Fatlo value 

———————————— en 

Per- Per- Per- 
Dollars| cent | Dollars| Dollars| cent | Dollars| Dollars| cent |Dollars 

IPOD Chinyg ta Xa eee eee 2, 349 27 | 40,360 | 5,028 29 | 35,690 | 8, 043 32 | 31,340 
Income (net yield) tax__------------ 2, 218 25 | 41,190 | 4,435 26 | 37,410 | 6,653 26 | 33, 830 
Special forest tax: 

Adjusted property tax__-------- 2, 218 25 | 41,190 | 4, 435 26 | 37,410 | 6,653 26 | 33, 830 
Deferred. cimben Lax] 2, 237 25 | 41,060 | 4,526 26 | 37,150 | 6,875 27 | 33, 430 
Differential timber tax: 

Reduction factor, 10 percent_| 2,192 25 | 41,350 | 4,698 7 | 36,650 | 7,514 29 | 32, 290 
Reduction factor, 20 percent_| 2, 028 23 | 42,370 | 4,348 25 | 37,670 | 6,961 27 | 33, 280 
Reduction factor, 30 percent_| 1,855 21 | 43,460 | 3,981 23 | 38,730 | 6,375 25 | 34, 330 

Immature-timber exemption___- 515 6 | 51,880 | 1,113 6 | 47,070 | 1,805 7 | 42,520 
Yield tax, rate 10 times prop- ; 

erty tax rate------------------ 1,470 | 17 | 45,880 | 3,005| 17] 41,570} 4,617| 18 | 37,480 

PROPERTY-TAX RATE, 2 PERCENT; INCOME-TAX RATE, 40 PERCENT 

Forest F-1, income } Forest F-2, income | Forest F-3, income 
cycle, 5 years; cycle, 10 years; cycle, 15 years; 
yield, $12,796 yield, $25,592 yield, $38,388 

Plan SS oa SEE ae lh Sa Ea 
‘i initial a i Initial a Initial 
axes : orest axes : forest axes ~~ | forest 

ratio SHG ratio value Tatio value 

Per- Per- Per- 
Dollars} cent | Dollars| Dollars| cent} Dollars| Dollars| cent| Dollars 

iPropertyataxs soe os eet eee 4, 694 43 | 39, 560 | 10,030 46 | 34,030 | 16,000 50 | 29, 000 
Income (net yield) tax___-_--------- 4, 435 40 | 41,190 | 8,870 41 | 37,410 | 13,310 41 | 33, 830 
Special forest tax: 

Adjusted property tax_--------- 4, 435 40 | 41,190 | 8,870 41 | 37,410 | 13,310 41 | 33, 830 
Deferred timber tax__---------- 4, 467 41 | 40,980 | 9,024 42 | 36,960 | 13, 680 43 | 33,150 
Differential timber tax: 

Reduction factor, 10 percent_| 4, 432 40 | 41,200 | 9,477 44 | 35,650 | 15, 130 47 | 30, 570 
Reduction factor, 20 percent_| 4, 148 38 | 42,980 | 8, 874 41 | 37,400 | 14,170 44 | 32, 280 
Reduction factor, 30 percent_| 3,834 35 | 44,950 | 8, 214 38 | 39,320 | 13, 130 41 | 34,150 

Immature-timber exemption __-}| 1,171 11 | 61,680 | 2,528 12 | 55,850 | 4,102 13 | 50,330 
Yield tax, rate 10 times prop- 

erty bax fate. =e) ee ee 3, 330 30 | 48,130 | 6,7 31 | 43,480 | 10, 380 | 32 | 39, 080 

1 Assumptions and formulas are described in the text. 

TaBLE 161.—Special forest-tax plans compared with the property tax and income 
tax, for even-aged forests managed on various rotaiions, and yielding a net return 
of 3 percent;! land value, under the income taz, $3 

PROPERTY-TAX RATE, 1 PERCENT; INCOME-TAX RATE, 25 PERCENT 

Forest A, rotation 30 | Forest C, rotation 45 | Forest E, rotation 60 
years; yield, $15.02 years; yield, $28.87 years; yield, $50.78 

Ben dh Land si Land Ay L ax an ax an ax and 
i Taxes ratio | value 

Per- Per- 
Dollars| cent | Dollars| Dollars| cent | Dollars} Dollars 

T2509 0:2) BUEN fal Pa» Gales oie Se 3. 67 st 2025 9. 08 54 1765). 1903 
Income (net yield) tax____________--_ 31 3. 00 5. 62 34 
Special forest tax: 

Adjusted property tax__-.--.--- 2. 61 31 . 00 5. 62 34 3.00 | 10.64 35 
Deferred timber tax______--__-- 3. 08 37 . 67 6. 84 41 2. 56 13. 20 44 

2 
1 

Per- 
cent |Dollars 
64 13° 

00} 10.64 35 4 Sd for) rar we 

Differential timber tax, reduc- 
tion factor 50 percent_--_--_--- 

Immature-timber exemption ____ 
Yield tax, rate 10 times prop- 

€riy-tax Tate 2-2 ose eee 2. 85 34 

2 

3. 49 21 3. 76 6. 33 21 72 21 

. 83 5. 66 | 34 2.99 | 10.14 34 | 

3 

3 3 
2. 6 2. 

12 33 2.92 6. 42 38 .71} 13.30 44 2. 
3. 62 3. 

2 3 

1 For assumptions and formulas refer to table 159, from which this table is calculated. Columns 2, 4, 5, 
ne 7 we computed by dividing corresponding figures in table 159 by 2,500; columns 3 and 6 are the same as 

table 159. 
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TABLE 161.—Special forest-tax plans compared with the property tax and income 
tax, for even-aged forests managed on various rotations, and yielding a net return 
of 3 percent; land value, under the income tax, $3—Continued 

PROPERTY-TAX RATE, 2 PERCENT; INCOME-TAX RATE, 40 PERCENT 

Forest B, rotation 30 | Forest D, rotation 45 | Forest F, rotation 60 
years; yield, $17.63 years; yield, $34.49 years; yield, $61.42 

Plan SS | SSS SSS 
Tax | Land Tax | Land Tax | Land 

Taxes ratio | value Taxes ratio | value Taxes ratio | value 

Per- Per- Per- 
Dollars| cent | Dollars | Dollars | cert | Dollars | Dollars| cent |Dollars 

IPFOPELEY MUA ees oe eee es SY 7. 20 66 1. 61 il7(, BY 78 0.79 | 35.88 88 0. 02 
Income (net yield) tax_____________- 5. 21 48 3.00} 11. 24 50 3.00 | 21. 29 52 3. 00 
Special forest tax: 

Adjusted property tax_____---_- 5. 21 48 3.00 |) 11. 24 50 3.00 | 21.29 52 3. 00 
Deferred timber tax____________ 6. 06 55 PA | 6} 87/ 60 2.23 | 25. 64 63 2.11 
Differential timber tax, reduc- 

tion factor 50 percent_-________ 5. 60 51 2.73 | 13.09 59 2.33 | 26.78 66 1. 88 
Immature-timber exemption____| 3.80 35 3. 99 7. 83 35 4,22} 14.39 35 4.41 
Yield tax, rate 10 times prop- 
enby-taxTateesose 2) oe ee 5.91 54 Py, tail 11. 97 54 QAR ee leG 53 2.90 

TABLE 162.—Special forest-tax plans compared with the property tax and income 
tax, for 60-year rotation forests, with various income cycles, and yielding a net 
return of 3 percent;! land value, under the income tax, $3 

PROPERTY-TAX RATE, 1 PERCENT; INCOME-TAX RATE, 25 PERCENT 

Forest E-1, income | Forest E-2, income } Forest E-~3, income 
eycle, 5 years; cycle, 10 years; cycle, 15 years; 
yield, $4.23 yield, $8.46 yield, $12.69 

Else I ] I 1 nitia nitia Initial 
Taxes ie A forest | Taxes aan fores Taxes ae forest 

value value value 

Per- Per- Per- 
Dollars| cent | Dollars| Dollars | cent | Dollars| Dollars| cent | Dollars 

IRTODEKGYET axes eee me et Mee 0. 94 27 16. 14 2. 01 29 14. 28 Oe, 32 12, 54 
Income (net yield) tax_____________- . 89 25 | 16.48 Ne 202 26] 14.96 2. 66 26 13. 53 
Special forest tax: 

Adjusted property tax______-_-- . 89 25 | 16.48 1.77 26] 14.96 2. 66 26 13. 53 
Deferred timber tax_____________ . 89 25 16. 42 1. 81 26 14. 86 2.75 27 13. 37 
Differential timber tax: 

Reduction factor, 10percent_| .88 25 | 16. 54 1. 88 27 | 14. 66 3. 01 29 12.92 
Reduction factor, 20percent_| .81 23 16. 95 1.74 O45) || 116 OY/ 2.78 27 13. 31 

1 Reduction factor, 30 percent_| .74 21 | 17.38 . 59 23 | 15.49 2HOO 25 13. 73 
Immature-timber exemption____ 2 Ml Guile 20575: 45 6} 18.83 5 Ue 7 17. 01 
Yield tax, rate 10 times prop- 

Erbyataxeca tess aenaw sm en Ly ease 59 17 | 18.35 1, 20 17 | 16.63 1.85 | 18 14. 99 

PROPERTY-TAX RATE, 2 PERCENT; INCOME-TAX RATE, 40 PERCENT 

Forest F-1, income | Forest F-2, income | Forest F-3, income 
cycle, 5 years; cycle, 10 years; cycle, 15 years; 
yield, $5.12 yield, $10.24 yield, $15.36 

situa Initial ] nitia Initia Initial 
Taxes | tio | forest | Taxes tes forest | Taxes ies forest 

value value allo | value 

Per- Per- Per- 
Dollars| cent | Dollars| Dollars| cent | Dollars| Dollars| cent | Dollars 

Property taxes ers) BTS 1. 88 43 | 15.82 4.01 46 | 13.61 6. 40 50 11. 60 
Income (net yield) tax__.__________- 1 ae 40 | 16.48 3. 55 41 14. 96 5. 32 41 13. 53 
Special forest tax: 

Adjusted property tax_________- i, '7/ 40 | 16.48 3. 55 41 14. 96 5. 32 4] 13. 53 
Deferred timber tax_.__________ 1.79 41 16. 39 3. 61 42) 14.78 5. 47 43 13. 26 
Differential timber tax: 

Reduction factor, 10 percent_| 1.77 40 16. 48 3.79 44 14. 26 6. 05 47 IPA, A} 
Reduction factor, 20 percent_| 1.66 38 | 17.19 3. 55 41 4. 96 5. 67 44 12.91 
Reduction factor, 30 percent_| 1. 53 35 | 17.98 3. 29 38 | 15.73 5. 25 41 13. 66 

Immature-timber exemption___-_ .47 11 24. 67 1. 01 12 22. 34 1. 64 13 20. 13 
Yield tax, rate 10 times prop- 

Criy-tartatersss a2 ee 1. 33 30 19. 25 2.71 31 17. 39 4.15 32 | 15. 63 

1 For assumptions and formulas refer to table 160, from which this table is calculated. Columns 2, 4, 5, 
pad d are computed by dividing corresponding figures in table 160 by 2,500; columns 3 and 6 are the same as 

able 160. 
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The formulas used in tables 159 and 160 were proved and dis- 
cussed at length in part 3. They will be briefly reviewed at this point. 

The formula for the initial forest value (value at the beginning of the income 
cycle), Vo, is as follows: 

Ne Ge eel ania eed 
Vo= (1+ p)*—1 » where 

Y=vield, C=cost of regeneration, X=cost of taxes, e=annual expense, p= 
interest rate, and n=length of incomecycle. (Seep. 59.) 

For an even-aged forest (table 159) the land value, JL, is the initial forest value 
less the regeneration cost, L=V y—C. For an uneven-aged forest (table 160), L, 
the land value, is the land value of the corresponding even-aged forest as given in 
table 159. 

The formula for X under either the income (net yield) tax or the adjusted 
property tax (pp. 51 and 66) is: 

r 

AT ae 
(Y—C—ne), 

where — - is the income tax rate, r being the property tax rate. According to 
P 

the assumptions made, this formula and the one stated above for Vy will con- 
tain two unknowns, Y and X, for each forest indicated in table 159 (all are 
even-aged) and hence are solved simultaneously for these unknowns. In table 

160 the yield for the uneven-aged forest is a times the yield for the corresponding 

even-aged forest in table 159 where k is the number of income cycles in a complete 
rotation. 

The yields as computed in the preceding paragraph for the income tax and the 
adjusted property tax will be the same for each forest under the other tax plans 
enumerated. This means that not only will X be different for each plan, but 
Land Vo, the land value and initial forest value, will also be different. 

The other formulas for X are as follows: 

i Ea ee Chee Tale res Usp a)e—ell Property tax, x=(Y-O)|1 Caan=E eal al 5 | 

(See p. 58, formula 6.) 
Deferred timber tax (formula 13), 

GoD) ta Vin (Ua 2) Aral xary, GER hs (et (pty) [ S42) n | 

Differential timber tax (formula 16), 

Vi aids Ji Uae) arle@arlee uh) a SS 

where r’=tax rate on timber. This rate is determined by the following relation: 
r’=r(1—w), w being the reduction factor applicable to timber. 

Immature-timber exemption (p. 66), 

x=rp SR, 

Yield tax, (p. 72) 

pater) 
= VY. x str 53 
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where s, the yield tax rate, is assumed for the purposes of illustration to be 10 
times the property tax rate, or 10r. 

With Y constant for each forest, substitutions are made in the above tax 
formulas and the initial value formulas, and the resulting equations are solved 
simultaneously for Vj and X 

xX 
For any tax system the tax ratio is, by definition, ————_______., 

iy Gi a 1 W==G 

The essential features of the various plans suggested are sufficiently 
illustrated by a few hypothetical forests constructed on the basis of 
assumptions limited to a small number of combinations. Low rota- 
tions and but a few of the possible income cycles have been chosen. 

The rotation is the predetermined, approximate felling age of 
stands or trees. For an even-aged forest, it is the period between two 
successive final yields; for an uneven-aged forest it is a similar period 
from the standpoint of a single age class. The income cycle is the 
planned interval between the final yields of the successive age classes of 
an uneven-aged forest; in an even-aged forest it is the same length 
as the rotation. In all cases it is the interval between major yields. 
It is assumed that each final yield is the same as the prior final yield. 
Forests A and B (tables 159 and 161) have 30-year rotations; forests 
C and D, 45-year; forests E and F, 60-year. Each of these forests is 
even-aged. ‘The forests represented in tables 160 and 162 have a 
rotation of 60 years, but each is composed of 12, 6, or 4 age classes. 
Accordingly, their income cycles are 5, 10, and 15 years, respectively. 
An uneven-aged forest in these examples may be regarded as a selec- 
tion forest, in which case the series of age classes is represented by 
regular gradation of ages among individual trees, or it may be regarded 
as composed of a regular series of even-aged stands. 

Each forest in tables 159 and 160 has a land value of $7,500 under 
an income (net yield) tax and annual expenses of $300. In table 159 
the regeneration cost 1s $2,500 while in table 160 it is 

$2,500 
k 

k being the number of income cycles in a complete rotation. The 
yield in all cases is calculated to equal the exact amount necessary to 
return all costs, including taxes, and interest on the capital at a rate 
of 3 percent. The property tax rates (based on full value) are 1 and 
2 percent; the corresponding income tax rates are 25 and 40 percent; 
and the yield- tax rates (10 times the corresponding property tax rates) 
are 10 and 20 percent. The legal interest rate under the adjusted 
property tax plan is taken to be 3 percent. The reduction factor for 
use under the differential timber-tax plan is 50 percent in tables 159 
and 161, where the shortest income cycle is 30 years. In tables 160 
and 162, this plan is illustrated by three different examples for each 
forest, assuming in turn uniform reduction factors of 10, 20, and 30 
percent. These factors correspond to standard income cycles of 5, 
10, and 15 years, respectively. 

Certain assumptions are necessary with reference to the various 
tax plans in order to apply them to the conditions of these hypothet- 
ical forests. ‘Taxes under the property tax and its modifications are 
levied each year on the value at the beginning of the year and payable 
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at the end of the year. All incomes are treated as occurring at the 
end of the year with income and yield taxes payable at that time. 
The income tax is calculated on the basis of net income before interest 
and taxes; the yield tax is a combination of a gross income tax and a 
land tax at the property-tax rate. In all cases, the trees are marketed 
at the time of financial maturity. 

With the above explanation, the figures given in tables 159 to 162 
may be interpreted. The immature-timber exemption plan evidently 
offers the most favorable results from the standpoint of the forest 
owner, and the property tax the least favorable. If the income (net 
yield) tax be taken as the standard of reasonable forest taxation, from 
the public as well as from the forest owner’s point of view, immature- 
timber exemption produces less revenue than it should and the 
property tax more. Thus the tax ratio, or fraction of the tax-free 
value taken by taxes, is high for the property tax and low with 
immature-timber exemption. In forest A, for example, when the 
property tax rate is 1 percent, the tax ratio under the property tax 
is 44 percent; with immature-timber exemption it is 21 percent 
(tables 159 and 161). Under the income tax, on the other hand, the 
tax ratio is about midway between these two extremes, or 31 percent. 

It is also evident (tables 159 and 161) that under the immature- 
timber exemption plan the tax ratio for an even-aged forest would 
remain constant regardless of the length of the rotation. In such a 
forest the tax burden under this plan, while less than that under any 
other, remains substantial, because the land value is a large part of 
the total forest value in the early stages of the rotation, and the taxes 
on this value accumulate with interest until charged to income at the 
end of the rotation. On the other hand, when this plan is applied to 
an uneven-aged forest (tables 160 and 162), the tax ratio diminishes 
as the income cycle is shortened, because the land value becomes a 
relatively smaller part of the total forest value the shorter the income 
cycle, and the taxes on this value accumulate for a shorter time. 

As measured by tax ratios in the hypothetical forests under con- 
sideration, the yield-tax plan gives a variable tax burden compared 
with that of an income or net-yield tax. When the yield-tax rate 
equals 10 times the corresponding property-tax rate, this burden is 
greater than that of an income tax in the case of even-aged forests of 
short rotation (table 159, forests A and B), about the same in the 
case of even-aged forests of somewhat longer rotation (table 159, 
forests E and F), and less in the case of forests managed on a 60-year 
rotation with income cycles of 5 to 15 years (table 160). The longer 
the rotation the less the importance of the land element in the tax 
base, and therefore the lower becomes the relative tax burden under 
the yield-tax plan, which includes a land tax. Of course, the entire 
level of the yield-tax burden could be changed by varying the rate 
from the assumed standard of 10 times the property tax rate. 

The adjusted property tax gives results identical to those given by 
the income tax under the assumptions which have been made in pre- 
paring these tables. Precisely the same results would not be expected 
in actual practice. 

The tax ratios under the income tax and adjusted property tax 
increase slightly the longer the income cycle. The income tax allows, 
for the purpose of computing taxable income, a deduction from oToss 
income for annual expenses only and not for interest on those expenses, 
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The adjusted property tax is regulated on the same principle. There- 
fore these tax plans give slightly larger tax ratios when the time 
between outgo and income is longer, as happens with longer income 
cycles. Under the deferred timber-tax plan, the tax ratio is equal or 
very close to the tax ratio under the income tax or adjusted property 
tax In every case where the income cycle is 15 years or less (tables 
160 and 162). It becomes moderately higher where there is unus- 
ually long deferment of income, as in the case of single-aged forests 
managed on rotations of from 30 to 60 years (tables 159 and 162). 
The reason for this result is that the land value is a relatively larger 

_ part of the total forest value the longer the income cycle, and the 
taxes on this value, which are not deferred under this plan, accumulate 
for a longer time 

If the deferred timber tax allowed deferment of taxes on land value 
as well as on timber value, it would impose in these examples precisely 
the same tax burden as the adjusted property tax. In spite of the 
retention, for practical reasons, of the annual land tax, the tax burden 
on forest property in the aggregate might be no greater under the 
deferred timber tax than under the adjusted property tax. The re- 
payment of deferred timber tax is limited to a fixed portion of the 
yield, but there is no corresponding limitation on the adjusted 
property tax. In these examples, representing typical cases, the 
assumptions are such that the limitation on payment of deferred 
taxes never applies, but in practice there would be cases in which this 
limitation would have the effect of reducing the tax burden. There- 
fore the advantage to the forest owner which the adjusted property 
tax offers in comparison with the deferred timber tax, apparent in 
these hypothetical examples, would not necessarily be realized in 
practice. 

The differential timber tax plan with a 50-percent reduction factor, 
under the conditions illustrated in tables 159 and 161, where the 
income cycles are 30 years or over, gives tax ratios between the income 
tax and the property tax, but closer to the income tax. The tax 
ratios are very close to those of the income tax for the 30-year rotation 
and income cycle, and increase moderately in comparision with the 
income tax as the rotation and income cycle are lengthened. The 
increase over the income tax is caused by the limit of 50 percent placed 
upon the reduction factor. In order that the taxes on all the forests 
in this example might agree with the income tax, the reduction factor 
would have to be somewhat higher than 50 percent, increasing as the 
rotation period lengthened. Hence, the use of 50 percent as a maxi- 
mum reduction factor is conservative, being slightly favorable from 
the point of view of public revenue. 

In tables 160 and 162 three different reduction factors were used for 
each income cycle. For the 5-year income cycle the 10-percent factor 
gives a result equal to the income tax. ‘The other two factors produce 
too small a tax burden. For the 10-year income cycle the 20-percent 
reduction factor seems the best; for the 15-year income cycle the 
30-percent gives closest adherence ‘to the income tax. These results are 
in harmony with the set of reduction factors enumerated in the section 
where this plan is developed. 

It is evident (tables 160 and 162) that quite a large difference in the 
reduction factor makes a relatively small change in the tax ratio. 
For example, in the case of forest F-3, with a rotation of 60 years and 
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an income cycle of 15 years, the tax ratio with a reduction factor of 
30 percent is 41, the same as that of the income tax. However, if 
the factor is reduced from 30 percent to 10 percent, the tax ratio is in- 
creased only to 47 percent. The reason for this result is in part the sta- 
bilizing influence of taxing the land value at the full property tax rate. 

The comparisons in this section have been based on tax ratios, 
because these ratios lend themselves readily to comparative analysis. 
The discussion might have been built about taxes or land values, with 
conclusions similar to those developed. 

The results in this set of examples are in some measure dependent 
on the relationships between the several items of income and expense 
assumed for the purpose of illustration. These relationships cannot 
be typical of all forest conditions. Therefore, it is suggested that the 
reader use the method and formulas of these tables to test the applica- 
tion of these plans to the forest conditions with which he is familiar. 

A MORE INCLUSIVE BASE FOR THE PROPERTY TAX 

Examination of the possibilities of forest-tax reform would not be 
complete without at least brief notice of the possibility of relief from 
broadening the base of the property tax. Reference was made at an 
earlier point (p. 527) to the charge that, on account of the virtual 
escape of intangible property and many forms of tangible personalty, 
real estate is burdened with a disproportionate part of the revenue 
collected by means of the property tax. Whatever disability exists 
here obviously affects the forests, and any reform which would broaden 
the base of the property tax by means of more effective taxation of 
personal property would bring corresponding tax relief to the forests. 
In the brief discussion of this topic on page 527, no attempt wasmade to 
arrive at an answer as to the justice of this charge against the property 
tax. This is a question on which opinion is divided, and the answer 
requires further extended study. For the purpose of this investiga- 
tion the answer to this question is not of great importance, owing to 
the very slight probability of relief to real estate along this line. The 
notion that all intangible property ought to be included along with 
tangibles in the tax base is unsound in theory and utterly incapable 
of practical achievement. Attempts thus to tax intangibles have 
everywhere resulted in failure. A considerable school of thought 
today believes that the remedy lies in the classified property tax, by 
means of which intangible property, or certain classes of intangible 
property, would be taxed at rates materially lower than are applied 
to tangibles. While this is not the place to go into a thorough 
examination of this question, it is submitted that this program is 
weak in theory and of little promise as to practicalresult. Ifintangi- 
ble property, as is held by many, represents in large measure simply 
roperty rights to tangible property which is itself taxed, then even a 

ibe rate on such intangibles is double taxation. If, on the other 
hand, intangible property is to be regarded as representing taxpaying 
ability j in the same way as tangible property, then the low rate of tax 
represents an unjustifiable discrimination. The classified property 
tax, indeed, rests on no sound foundation of theory; rather, it repre- 
sents the attempt to get as much revenue as possible from the taxa- 
tion of intangibles. It is admitted that taxation of intangibles at the 
same rates as apply to tangible property is utterly impossible, and 
these who advocate the classified property tax set themselves the 
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problem of finding what rate will produce the maximum revenue, or, 
in other words, charging what the traffic will bear. Experience with 
the classified property tax in the United States has failed to demon- 
strate its effectiveness in any large way. There is little reason to hope 
that future developments will succeed in producing any greatly 
increased revenue from the taxation of intangibles, or any corre- 
sponding relief to real estate. 
What has been said about intangibles applies substantially to the 

attempt to obtain more revenue from the taxation of those forms of 
tangible personal property which now largely escape. Household 
furniture, libraries, jewelry, and musical instruments are undoubtedly 
destined more and more to evade the attention of the assessor. Even 
such forms of personal property as merchants’ stock in trade, and 
manufacturers’ machinery, materials, goods in process, and finished 
products present a problem whose solution has not yet been found. 
There is no sound basis for the hope that future developments will: 
ereatly increase the effectiveness of the property tax as it relates to 
tangible personal property generally. 

It should be noted that attempts in the United States to improve 
the application of the property tax to personal property, and espe- 
cially to intangibles, run counter to experience in other parts of the 
world. In only a few places, found chiefly in the Swiss Cantons and 
the States of Germany, has the ‘‘general”’ property tax persisted 
outside of the United States. Of course, the tax is not ‘‘general’’, 
except in name, even in the United States. Everywhere else the 
attempt to tax intangibles and most forms of personal property has 
been given up, and the general property tax, after a long process of 
evolution, has reverted to its original form as a tax upon real estate. 
Those who look for a different ultimate result in the United States 
have slight ground for their hope. 

With respect to tax exemption, there is, as has been shown, room 
for substantial relief. Whether there is ground for any real hope in 
this direction is largely a matter of speculation. Frequent protests 
are being heard against the increase in tax exemption, and serious 
question is being raised as to the theoretical basis, if any such exists, 
of exemption. What is obviously needed is the formulation of a clear 
theory upon which to justify the public concession to the favored 
property. It is hard to see how any sound theory of this sort could 
fail to condemn much of the exemption that is now permitted. Even 
as to the rest, there would then arise the question of whether the favor 
could not be extended in some more equitable way than through tax 
exemption. A system of bounties, carefully drawn so as to conform 
to some measure of the public service justifying the concession, 
would possibly be more equitable than exemption from taxation. As 
a general rule, the value of property exempted can have only a rough 
relation to the considerations which would justify a public concession 
In any given case. It may be stated that while forest property 
doubtless suffers from the widespread prevalence of exemption and 
has just ground for demanding a change, the prospect of any sub- 
stantial relief here is at best remote and problematical. 

In conclusion, while any change which would broaden the property 
tax base and reduce the importance of real estate therein, would, to 
that extent, benefit forest property, there would appear to be no 
ground for expecting any very substantial relief to the forests from 
this direction. 



620 MISC. PUBLICATION 218, U. S. DEPT. OF AGRIUCLTURE 

DIMINISHED RELIANCE ON THE PROPERTY TAX 

In the section immediately preceding, attention was given to the 
possibility of relief to forest property through a broadening of the 
base of the property tax. A somewhat similar question is presented 
by the charge, referred to earlier (p. 528), that the predominant 
position of the property tax (as compared with other revenue sources) 
in American State and local finance places an unjust tax burden upon 
taxable property in general and forest property inparticular. Inthe 
brief discussion of this question in the previous section, no attempt 
was made to answer the fundamental questions: (1) Whether the 
admitted predominance of the property tax actually is a defect, and 
(2) what actually would be the result upon forest property of a change 
in the tax system which would place greater reliance on other forms 
of taxation. There would appear to be little doubt that, other things 
being equal, a diminished reliance upon the property tax would tend 
in some degree to relieve the burden of taxation on forest property, 
although it would be quite impossible to follow all the ramifications 
in order to determine precisely the magnitude of such relief. To the 
question of the justice of the present reliance on property taxation it 
would probably be impossible to find a conclusive answer. In fact, 
for the present purpose the answer to this question is of minor 
importance. What is of far greater concern is an estimate of the 
probable development of the tax system in this respect and its prob- 
able effect upon the burden of forest taxes. In this connection it is 
to be noted that changing conditions have already brought into 
existence new forms of taxation, and that the States have for some 
time been gradually diminishing their dependence on the property 
tax for the support of State government. In many of the most 
important States the property tax now furnishes only a minor source 
of State (as contrasted with local) revenue. In some States it is not 
so used at all. 

In the course of time the weaknesses of the property tax have made 
themselves more and more evident, and the public is gradually becom- 
ing aware of its shortcomings. At various special points the sway of 
the property tax has been weakened, as, for instance, in the taxation 
of public-service and public-utility corporations, and to some degree 
also as regards manufacturing and mercantile corporations. The 
weakening here has been largely due to difficulties in local assessment 
rather than to any inherent fault of the property tax itself. In spite 
of these developments, the property tax still remains a very important 
source of State revenue, and almost the exclusive source of local reve- 
nue. By and large, the introduction of new sources of revenue has 
as yet not even sufficed to offset the constantly increasing cost of 
government which has marked the history of the last half century. 
Indeed, the actual burden of the property tax, though not its relative 
place in the tax system, has materially incr eased. Inthe realm of local 
finance the predominant position of the property tax has as yet been 
scarcely threatened. 

There is without doubt today a wide-spread feeling that the property 
tax is still bearing more than its share of the cost of government. 
This sentiment may be expected to continue and possibly to increase 
in strength. It is quite likely that there may come some broadening 
of the revenue base of counties and towns through placing greater 

: ; 

; 
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reliance on other forms of local taxation. The same result, as to di- 
minishing the reliance on the property tax, may be brought about 
indirectly through a continuation of the movement already under way 
toward redistribution of government functions between the State and 
its local subdivisions. As the State takes over functions formerly 
performed by the local governments or renders aid to the local govern- 
ments toward defraying their expenses, the net effect will generally 
be a decreased relative reliance upon the property tax, since the State, 
more than the local governments, already has access to other sources 
of revenue and may be expected to continue to cultivate these other 
sources in the future. 

So far as events develop in this direction, the tendency will of course 
be to lighten the burden of forest taxation. On the other hand, the 
persistent increase in governmental costs which has been in progress 
for at least 2 or 3 generations must not be forgotten. If this develop- 
ment is not checked, it is quite possible that new sources of revenue 
may no more than suffice to meet the increased demands of govern- 
ment, with the result that, even though the property tax might come 
to occupy a relatively less important position in the tax system as a 
whole, its absolute burden might remain undiminished, or even con- 
tinue its past increase. It should be noted, however, that a relative 
decrease 1n the use of the property tax would reduce the competitive 
disadvantage of forestry as an avenue for investment. 

Obviously, no precise conclusion is possible in this matter. It may 
safely be concluded that forest property stands to benefit in the future 
from the tendency to develop other sources of revenue and so to di- 
minish the relative position of the property tax. On the other hand, 
this favorable tendency may be counteracted in whole or in part so 
far as absolute burden is concerned by continued increase in the cost 
of government. While there is here a tendency favorable to the use 
of land for forestry, it would be altogether too optimistic to infer the 
probability of any immediate substantial contribution to the solution 
of the forest-tax problem. 

RELIEVING THE ABSOLUTE BURDEN OF TAXATION 

The reforms which have thus far been discussed have the power to 
produce a more just distribution of the tax burden and a method of 
imposing taxes more appropriate to the peculiarities of forest property 
and forest enterprise. But with all such reforms the tax burden may 
still be heavy. A heavy tax burden is primarily due to heavy costs 
of government, and after all the most effective device for relieving the 
forest-tax burden may be that which offers relief to all taxpayers, 
namely, reduction in the cost of State and local government. Since 
most forest land is naturally in rural areas it is a reduction in the cost 
of government in counties, towns, school districts, and other taxing 
units in rural territory that would give the greatest relief to forest 
owners. 

So far as the burden of taxation may be reduced through the elimi- 
nation of waste and the promotion of efficiency, there can hardly be 
any question of the desirability of this appropriate action. Beyond 

that the question is, What scale of government activity can the com- 
munity afford? There must be provision for a strong, constructive, 
aggressive public service covering activities that are justified by the 
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public interest. The point is that such a service costs money, and 
if the consequent tax burden is heavy, forest owners, like all other 
classes, must accept heavy taxation. 

The waste and inefficiency which exist in government, particularly 
local government, can be attributed largely to overorganization, anti- 
quated machinery, and an untrained personnel. However innocent 
and impersonal these sources of waste, there is nevertheless no ques- 
tion that the total amount 1s large. It is not capable of exact quanti- 
tative measurement, but its existence is perceptible to any careful 
observer. Some of the evidences were presented in the part which 
deals with the absolute burden of taxation as controlled by govern- 
mental organization and functioning (pt. 8) and need not be repeated 
here. Likewise, in pointing out the sources of waste, the remedy was 
often suggested or implied. It is, therefore, necessary here only to 
make specific recommendations in respect to each type of maladjust- 
ment which is manifest. The first is in respect to the structure of 
rural local government. | 

REORGANIZATION OF LOCAL GOVERNMENTAL AREAS 

There could unquestionably be a substantial saving in the cost 
of government in rural areas if the number of units were reduced. 
The multitude of small units which now exist is due to the fact that 
the general pattern of local government in every State was set up 
to meet pioneer conditions. Later, when these basic units proved 
unsuited to the administration of new functions, special districts 
of one kind or another were created and superimposed on the exist- 
ing framework. The result is a series of governments with over- 
lapping jurisdictions, a condition which in itself conspires against 
economy of administration and facility of control. 

The crusader might desire to obliterate all existing political 
boundaries and draw new lines in conformity with present resources 
and needs, but practical considerations will dictate otherwise. 
Political and social institutions are not created but evolved out of 
what exists before. The reorganization of local governmental 
areas in the United States should therefore be accomplished without 
any unnecessary upheaval. This does not mean that the task 
Howe not be attacked with boldness and pursued toward a rational 
oal. 

: The approach to the reorganization of local government must 
be both structural and functional. The county, town, or district 
is in one sense only a vehicle to provide education, highways, protec- 
tion, and other services. Yet, in another sense, the local unit of 
government is, or ought to be, more than a unit of administration. 
It ought to be a political entity, a conscious, vital community, in 
which the people are bound together by common interests and, 
through their government, advance their common purposes. This 
cannot be if people owe allegiance and pay taxes to four or five over- 
lapping jurisdictions. On the other hand, there can be a strong 
local government and a real community of interest when the political 
unit corresponds to a social and economic unit and the local political 
allegiance of the citizens is limited to that single unit. Local self- 
government, properly defined, should be preserved in the United 
States, for it is the very foundation of our republican institutions. 



FOREST TAXATION IN THE UNITED STATES 623 

It can be preserved if the local units are recast, where necessary, 
to meet changed economic and social conditions. Where there is 
now a strong spirit of local self-government it will usually be found 
that the conditions mentioned above have been met or approximated. 
In this case the existing set-up should be built upon rather than 
disrupted. Where local self-government is weak the causes for the 
weakness are likely to be economic, necessitating a change in the 
political boundaries. Generally speaking, the reorganization of 
local governmental areas, in the interest of both increased political 
vitality and better administration, will need to be in the direction 
of fewer and larger units. The ideal, from the political or civic 
point of view, would be only dhe government between any citizen 
and the State, but this would probably not always be ideal from 
the administrative point of view. 

The most promising avenues of improvement in the structure 
of local governmental areas appear to be the following: (1) The 
abolition of the township as a governmental unit in the 17 States 
where it exists outside of New England; (2) a reduction in the num- 
ber of New England towns by abolishing those which are within 
urban territory and by annexing those which have a very sparse 
population to contiguous towns; (3) a reduction in the number of 
counties, particularly in the South and West, through the absorp- 
tion of weak, sparsely populated counties by the strong, unified 
counties; (4) the elimination of special taxing districts wherever 
the benefit can be properly extended to the entire town, county, 
or city; and (5) the elimination of many school districts by adopting 
the county as the unit of administration and standard support. 

This program would leave the county, enlarged and strengthened 
in many instances, as the primary unit of government in most rural 
territory. In New England the town, enlarged and strengthened 
in some instances, would occupy the corresponding position, and in 
further discussion it will be understood that what is said of the 
county in general applies to the town in New England. The popu- 
lation of limited areas should of course not be denied the right to 
tax themselves for a special purpose, but this privilege should be 
surrounded with such safeguards as greatly to restrict its use. Per- 
haps its most frequent and most justified use would be to provide 
educational facilities beyond those supplied by the State and county. 
The latter should, however, be adequate to satisfy all normal require- 
ments, so that a special school district, in rural territory at least, 
would be exceptional. If these changes were made, most rural 
property would be subject to only two taxes, the State tax and the 
county tax. This is the case now in certain restricted areas. 

The relation of the city and the county should depend on the 
size of the city. There is no need for county government in large 
cities, which should probably be entirely independent of the county, 
the city area being extended to include the whole metropolitan 
area. Small cities should not be detached from the county, but 
rather the county should be enlarged to include the tributary trade 
area. Most towns (villages) containing from 3,000 to 10,000 popu- 
lation which are now county seats should remain so; and, in some 
instances, counties with less populous towns as county seats should 
be perpetuated. Generally, however, a county which lacks a town 
of 3,000 people lacks the resources and the unity to justify its per- 
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petuation as a political entity. While it would generally be un- 
desirable to form or perpetuate a county with less than 30,000 
population or less than $20,000,000 of assessed value, no inflexible 
minimum should be established. The average county should greatly 
exceed these figures in both population and wealth, but neither factor 
should outweigh the one of unity. The main objective should be 
a vigorous unit of local self-government, which, if too small to serve 
effectively for the administration of certain functions, could handle 
those functions as joint undertakings with another county or with 
several other counties. 

The creation of a more vigorous political unit also demands a recog- 
nition of the new modes of transportation and communication which 
have come into use and the longer radius of one’s daily activity. 
Trade and social intercourses have overreached village and township 
boundaries, even county boundaries. The new seats of covernment 
should coincide with the new centers of trade, recreation, and social 
activity. The new units of taxation must be enlarged to ‘correspond 
with these larger economic areas. The farther the farmer goes to 
trade, the larger should be the area which supports the roads over 
which he travels, the schools which educate his children, and the other 
institutions which he patronizes. Not only is the larger unit war- 
ranted on grounds of economy and equity, but in order that local 
government may command popular respect and support. Township 
officers and township institutions have generally lost their dignity as 
well as their usefulness. This applies also to the officers and institu- 
tions of the weaker counties. 

DISORGANIZATION OF LOCAL GOVERNMENTS IN SPARSELY 
SETTLED AREAS 

There are certain forest areas in the United States which are so 
sparsely populated that there is no need for any local governmental 
organization at all. The limited public services needed by the few 
scattered and generally migratory inhabitants can be provided most 
economically by the State. This has been demonstrated in the 
unorganized territory in Maine where practially all local functions are 
provided by the State. The people and property of this district, 
comprising nearly one-half of the area of the State, are provided all 
the protection and benefits of government that are generally enjoyed 
in sparsely settled areas, but at a very much lower cost. The ad- 
vantage is due to the absence of a plethora of local governments, 
which has come about because this part of the State has always been 
regarded as predominantly forest land and has never been open to 
uneconomic settlement based on misconception of the ultimate use of 
the land. 

While the fortunate situation which obtains in this area is perhaps 
more attributable to the accidents of history than to political fore- 
sight, it is nevertheless one which could be attained or approximated 
in other, though less extended, areas. New York is proposing the 
creation of a district in the Adirondack area which will perhaps go 
further in the matter of disorganization than Maine and give the 
State exclusive control. Similarly, there are extensive areas in the 
Lake States that should be reduced to unorganized status. There 
are also areas in other New England States, in the South, and perhaps 
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in other parts of the country where some degree of disorganization 
would be feasible. 

One of the major costs of local government is the support of schools; 
the more sparse the population the greater the weight of this item. 
The American people have assumed that a corollary of compulsory 
education is a schoolhouse within reach of every child. This idea 
should be exploded. If a family deliberately moves into the wilderness, 
the State should be under no obligation to follow with a school. 
Sparsely populated areas should have an unorganized status, and 
parents moving into these areas should understand that in so doing 
they forfeit the benefits of free public schools which their children can 
attend while living at home. The matter could be handled as in 
Maine, where the State pays the tuition and board (less $1 per week) 
of the children of isolated homes in unorganized territory, who are 
sent to school elsewhere. When financed on this basis, the cost of 
education is less than where schools are maintained in remote places 
for a handful of children. 

Usually the second heaviest item in the cost of local government in 
sparsely settled areas is the expenditure for highways. If the area were 
unorganized, settlers would recognize that they could not demand a 
highway leading to every cabin. Except those which the State pro- 
vided, all roads and trails would have to be provided by the settlers 
themselves through their own efforts or through voluntary coop- 
eration. 

With no roads and no schoolhouses, or other public buildings to 
construct, the creation of debt would be avoided and the item of debt 
service, which figures heavily in most local budgets, would be nonexist- 
ent. The absence of these major expenses, together with the elimi- 
nation of the cost of elections, the salaries of local officials, and the 
upkeep of public buildings, would reduce taxes to a very nominal rate. 
Access to the courts, in case life or property were threatened, relief in 
case of poverty, and other inalienable rights of a citizen should of 
course be provided by the State directly or through the agencies of an 
adjacent organized jurisdiction. For these services the people in 
unorganized territory should pay their full part. The unorganized 
territory should be fully self-supporting. In Maine, despite a tax rate 
about one-third of that in organized territory, the unorganized 
territory is more than self-supporting. 

CONTROL OF FURTHER LAND SETTLEMENT 

Unfortunately many areas which are predominantly forest or cut 
over have a sprinkling of agricultural settlement. In many cases 
the agricultural development has proved unprofitable and is in a 
state of decline. Yet the survival of a few families, reluctant to 
surrender their waning equities, necessitates the perpetuation of 
schools and other governmental services. A diminishing tax base 
necessitates a heavier and heavier tax burden on both farm and 
forest property. Eventually the farms may all be forced into bank- 
ruptcy, but the process may require 20 or 30 years. If a few owners 
succeed in selling their holdings to innocent buyers with fresh capital 
the process may take even longer. In the meantime an increasing 
number of both farm and forest properties will be surrendered through 
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tax delinquency. But the presence of a few inhabitants with sub- 
stantial equities in their properties, and the fact that there are 
solvent taxpayers, both resident and nonresident, to redeem such 
public debt as may exist, prevent the immediate reduction of the 
area. to unorganized status. 

If the State or county through a zoning law or other legal device 
could close such areas to further settlement, land values would fall, 
as they should, and the collapse of the community would be expedited. 
All the farm land would eventually be abandoned and either be 
acquired by forest owners or revert to the public domain through 
delinquency. Through this process certain areas that are dis- 
tinctly submarginal for agriculture would become closed for that 
purpose and could, if suitable, be devoted to forestry. At best, 
however, this method does not permit a prompt liquidation of the 
existing local government and a reduction of the area to unorganized 
status. If the depopulation of the area cannot be accomplished for 
several years and governmental services continue to be provided, 
the high taxes may “drive a great deal of land out of private owner- 
ship while the change is being effected. This method thus amounts 
to confiscation of private property. 
A less harsh method than simply closing an area to further settle- 

ment, and possibly a more profitable one for the State in the long 
run, would be for it to purchase the few surviving farms at a moderate 
price and effect depopulation at once. The “cost of these farms 
might be no greater than the amount that would be dispensed as 
school and road aid in the next few years if the settlement remained. 
Indeed the State might be able to resell them to forest owners at 
no loss, as soon as the area were reduced to unorganized status. In 
any case, the latter method would hardly result in any more land 
passing into public ownership than the former. Finally, and per- 
haps most important of all, the State would spare innocent people 
the hardships of a slow collapse and permit them to establish 
themselves in a more favorable environment. 

A REDISTRIBUTION OF GOVERNMENTAL FUNCTIONS 

The character of public functions has changed so greatly since the 
existing system of local government was adopted that the machinery 
and structure are often ill- adapted to perform the tasks at hand. 
In earlier days the functions of government were simple and could 
easily be performed by amateurs; today they are technical, requiring 
the use of complicated machinery and highly trained technicians. 
Again, the unit of economic life has greatly expanded; communities 
have become less self-contained. What one township or county does 
concerns and affects other townships and other counties. In its 
policy in respect to health, education, highways, policing, and so 
forth, no unit can act independently of other units. These services 
have such a far-reaching effect that they can no longer be considered 
a local responsibility. Finally, an unequal distribution of popula- 
tion and wealth makes it impossible for each local unit to provide 
a similar quality of service without very great differences in financial 
burden. 

For these reasons there has been a steady transfer of functions 
from smaller to larger jurisdictions. But the distribution is still 



FOREST TAXATION IN THE UNITED STATES 627 

impérfect. A full readjustment has been hampered by the per- 
petuation of township governments and a multiplicity of tiny school 
districts, these units often being kept alive through the stimulus of 
State aid. Nevertheless a reallocation of governmental functions 
need not wait for a change in political structure. Indeed, it may be 
that one way to bring about the abolition of superfluous govern- 
ments is to shear them of their powers. In some regions the town- 
ship has already been greatly weakened by this process. 

In allocating the functions of government three factors should be 
considered: (1) The scope of the benefit; (2) the ability to support; and 
(3) economy and efficiency of administration. 
A function which was once properly local may now be otherwise 

because of a change in the character of the service. This is well 
illustrated in the case of roads. They were once primarily neighbor- 
hood institutions, used for horse-and-buggy travel, and maintained 
largely by free labor. Later they came to be maintained through 
taxation, the local roads by township or district taxes, the farm-to- 
market roads by county taxes. Then, since the development of auto- 
mobile travel, the State has aided the local units in the support of the 
more important highways or has developed asystem of State highways 
the cost of which is borne entirely by the State. The reallocation of 
burden has, however, lagged behind the need. In many States there 
are still township and local road districts. These small units are ill- 
equipped to administer and support even the short, tributary roads 
which have been left in their jurisdiction. The average county is 
none too large to serve as the primary road district. Few roads are of 
such purely local benefit as not to justify county-wide support. ‘The 
construction and maintenance of primary roads, serving intercounty 
and interstate traffic should be exclusively a State obligation, with 
possibly some Federal aid. The granting of State aid for local roads 
to be locally expended and the joint support of primary roads locally 
administered are arrangements of doubtful merit. The better plan 
would seem to be full State support and State administration of at 
least all the main-traveled roads and possibly of all the roads. 

In the case of schools, the problem is not so much one of distribu- 
tion of function as one of allocation of cost. The responsibility for 
tural education is not so exclusively local that its cost should be 
primarily upon the rural communities. Even the benefits of rural 
education are widely diffused by the migration of young people from 
the farm to the cities. The principal unit of support should cease to 
be the local district and become the county, with the State assuming 
a much larger share of the total cost than is now generally the case. 
Except to provide unusual facilities there would seem to be no need 
for a local district tax, all normal expenditures being met from the 
State and county funds. 

It has been demonstrated that a population of about 60,000 is the 
minimum for an efficient health unit. After certain needed consoli- 
dations, most counties would contain a population as great as this, 
and thus the county appears to be the proper unit to cooperate with 
the State in public-health activities. 

The care of most dependent classes has already been assumed by 
the State. This is proper, for the smaller jurisdictions are not in a 
position to provide modern specialized institutions. Poor relief has 
remained largely a local function, but even in this field some States 
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are now participating through mothers’ and old-age pensions. The 
county home or almshouse 1s still in wide use, but the average county 
home has so few inmates that they cannot be ‘supported economically. 
In Virginia several counties have united for the support of such homes. 

The custody of most delinquent classes has also been assumed by 
the State; the county jail, while still nearly universal, being used 
mainly for the incarceration of misdemeanants for short periods. 
Some of the more populous counties have institutions for juvenile 
delinquents but most of the institutions of this kind are maintained by 
the State. 

Thus many of the traditional functions of local government are 
being absorbed by larger jurisdictions—county functions by the 
State and township functions by the county or State. This trend is 
in the interest of economy, efficiency, or equity, or perhaps all three. 
Its continuance may be expected, with the probable effect that the 
township government and possibly other minor units of government 
will be abolished. The county, enlarged and strengthened through 
consolidation, will be able to perform many of its present functions 
and those new ones which it takes over from the smaller govern- 
mental units or develops in response to modern needs. 

APPRAISAL, COORDINATION, AND CURTAILMENT OF 

GOVERNMENTAL SERVICES 

For a long period the functions of government have tended to 
increase. This trend may be expected to continue as population 
becomes more dense, industrialization increases, and the whole 
pattern of society becomes more intricate. It is inevitable that as 
civilization becomes more complex the sphere of collective action 
must be extended. This does not necessarily justify an uninterrupted 
expansion of government on every front. For the last decade the 
cost of State and local governments has increased much faster than 
the income of the people. So long as incomes were rising, the fact 
that taxes were rising still faster was not a cause of great concern; it 
was a condition which might conceivably be desirable. But when 
many sources of income have dried up and the national income has 
been cut in half without any appreciable reduction in the expendi- 
tures of State and local governments (as at present, 1932-33), tax- 
payers are demanding a reappraisal of the objects of government. 
Some are demanding a drastic curtailment in governmental services. 
They maintain that some of these services are in the nature of luxu- 
ries, which were all right so long as they could be afforded, but that 
now the people must forego luxuries furnished by government along 
with those which they personally forego. While there is danger of 
mistaking essential services for luxuries and of carrying retrenchment 
too far, there is undoubtedly merit in the suggestion. It is not easy 
however to determine when an object or service, personal or govern- 
mental, becomes a luxury. 

Superfluous governmental services should not only be dispensed 
with, and desirable but nonessential services limited to those which 
the public can afford, but extravagance and waste should also be 
eliminated. These take many forms—pretentious public buildings, 
elaborate furnishings, unnecessary employees, needless equipment. 
Corrupt mismanagement of public affairs has also been a source of 
waste In many Cases. 
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Taxpayers are justified in demanding an examination and appraisal 
of every institution or agency of government and the discontinuance 
of those which are not worth their cost. In making the appraisal, 
however, care must be taken not to overlook intangible and indirect 
benefits. Faced with the necessity of reducing their budgets, many 
eoverning bodies have, in the last year or two, suspended public- 
health work or educational activities that promised big dividends in 
the long run and have overlooked substantial savings that could 
have been made by introducing certain improvements in organization 
or administration. There are undoubtedly places where public 
services could be curtailed without any detrimental effect, but quite 
often fully as great savings could be effected through a better coordi- 
nation of the work of the different units and departments. Forest 
land, and all other rural property, could obtain a considerable measure 
of tax relief through this channel. In certain sparsely settled areas, 
as already pointed out, there could be and should be a definite curtail- 
ment of governmental services. In most rural areas, however, the 
savings should come through a reduction in overhead costs rather 
than through the suspension of essential services. The problem is 
(1) to secure efficiency and economy in the public administration, and 
(2) to limit governmental activities to those which the community 
can afford, or, in other words, to those which it can pay for without 
an excessive load of taxation. Many a community has the oppor- 
tunity, through efficiency and economy, to increase the useful services 
rendered by its government while at the same time reducing the cost 
and so relieving the burden of taxation. 

ADMINISTRATIVE PERSONNEL OF LOCAL GOVERNMENT 

There is no question but that the cost of local government in rural 
areas could be reduced through improvements in administration, 
without reducing the effectiveness of public services. It has already 
been pointed out that a reduction in the number of political units and 
the consequent enlargement of the administrative area would create 
a condition more favorable to good administration. Many units now 
are too small and weak to attract the type of personnel or to provide 
the equipment required for efficient public service. But even were 
the county to become generally the primary unit of government in 
rural territory, and even were the counties to be enlarged in many 
instances through consolidation, there would still remain room for 
improvement in administration. No form of government is more 
fettered by tradition or clings more tenaciously to antiquated practices 
than county government. 
A unified, well-coordinated administration is just as much frus- 

trated by a long ballot in the county as it is in State government. 
The popular election of numerous administrative officials, each of 
whom is the political peer of all the others, results in a government 
that is planless, disjointed, and irresponsible. The only county 
officers that should be chosen by popular election are the members of 
the policy-determining board. The policy-determining functions, 
including education, should be concentrated in a single ‘board. All 
county officers performing administrative tasks should be appointed 
by and be responsible to the county board or to a county manager 
who stands between them and the board. The manager plan has 
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worked so satisfactorily in most of the 400-odd cities where it is in use 
that it would seem to be adapted to at least the more populous coun- 
ties. Even in the average rural county the plan would seem to be 
practical if the manager himself served as the head of one or more 
departments. Nevertheless it is doubtful if the universal adoption 
of the county-manager plan would be justified. 

In the administration of county affairs there is a need for men with 
technical training. The construction of highways, the assessing of 
property, the administration of the schools, the care of delinquents, 
the protection of public health are all matters which should be in the 
hands of experts. Moreover, the public service demands men of 
initiative and social vision. There are opportunities in county 
administration for careers of great usefulness as teachers, doctors, 
engineers, jurists, public accountants, and leaders in the cause for more 
efficient land utilization and a more balanced economic development. 

The filling of administrative posts by appointment rather than 
election will “help to attract more capable men to these positions. A 
responsible appointing authority will at least be less likely to bestow 
the offices as gifts to the unfortunate or as rewards to the faithful. 
But young men with ambition and ability will not prepare themselves 
for the public service unless the positions carry the salary, the security 
of tenure, and the dignity of other professions. ‘Therefore appoint- 
ments should be made on merit and the appointees assured of freedom 
from political obligations. The result of such appointments would be 
a more economical, a more purposeful, and a more constructive 
administration of public affairs. Indeed the gains will be progressively 
greater, for when appointment and security of tenure open up oppor- 
tunity for a career in the public service, training facilities will be 
provided. There is little inducement for a young man to train him- 
self for a job that is filled by popular election. 

BETTER FINANCIAL PRACTICES 

Great savings would accrue to the taxpayers if every local govern- 
ment were required to operate on a budget, to determine carefully 
the nature and extent of the public services it demands, and, except 
in rare emergencies, to live within its revenue. It has been too easy 
to let a deficit accumulate and then through a funding bond to spread 
its payment over several subsequent years. The first principle of 
sound governmental policy is to keep current operating costs within 
the limits of the revenue receipts. A wise administration will go 
further and so distribute its capital outlays that they can be taken 
care of through current revenues. If all governments in times of 
prosperity had limited bond issues, as far as possible, to self-liquidat- 
Ing improvements they might now, in a time of depression, be able 
to grant substantial temporary relief to the hard-pressed taxpayers. 
Instead, in many tax jurisdictions, 30, 40, even 50 percent of the taxes 
now being imposed are required for debt service and hence cannot be 
reduced without defaulting on the bonds. 

Desirable as it may be for political units to live within their income, 
they have not done so in the past, and it is certain that they will not 
always do so in the future. Hence, there should be definite limitations 
imposed on the amount and character of the debt and certain safe- 
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guards provided in regard to its repayment. In about half of the 
States there are consitutional provisions limiting the amount of bonded 
debt which a local unit may incur, but to be effective the limitation 
should cover also nonbonded debt and should apply to the aggregate 
indebtedness of all overlapping districts. A limitation applying to 
a single juridsiction has often been completely circumvented by the 
aia of a special district. In lieu of, or perhaps in addition to, 
a constitutional limit, there is much to be said for a disinterested 
reviewing agency to pass on each proposed note or bond issue. 
Several States have such agencies and have found them an effective 
deterrent to the creation of hasty and ill-advised indebtedness. 
Statutory restrictions are also needed covering the terms of the debt 
contract. Sinking funds are so precarious that some States have 
forbidden the issuance of any other than serial bonds, a safeguard that 
should be universally adopted. There should also be definite limi- 
tations in respect to maturity, the life of the bond depending on the 
character of the improvement to which the proceeds are applied. 
Funding bonds should have a very restricted maturity. 

There are many other aspects of governmental finance which are 
frequently characterized by laxity and a consequent waste of the 
taxpayers’ money. Public funds on deposit in banks should be more 
amply protected. Officials handling public funds should be required 
to furnish bonds ample in amount and taken with strong surety 
companies; personal bonds should never be accepted. There is a 
need in most local governments for better accounting and more 
regular and systematic auditing. Savings could often be effected 
through centralized purchasing. 

IMPROVED TAX-COLLECTION PROCEDURE 

One of the fields in which there is the most room for saving in local 
government administration is the collection of taxes. This is a diffi- 
cult and very complicated problem, and such suggestions as may now 
be offered looking toward its solution have already been presented in 
discussing means of improving the operation of the property tax. 

STATE SUPERVISION AND GUIDANCE 

Local units of government have always been subject to a certain 
amount of State regulation. Formerly this regulation was attempted 
through legal prescriptions or restrictions interpreted and enforced 
by the courts. However, as the functions of local government have 
expanded and become more complex, there has arisen a need for expert 
supervision and guidance. The local governments often lack the 
experience and facilities to meet the technical problems which arise. 
State agencies have therefore been set up to assist and cooperate 
with the local agencies. While generally the local governments have 
been left with a large measure of autonomy, the nature of the service 
has sometimes compelled the attainment of a minimum standard of 
performance. In these fields, the State has often attained its objec- 
tive, without appearing to dominate, through the use of a grant-in-aid 
conditioned on the attainment of the required standard. In other 
fields, the State has exercised no compulsion but has offered only 
counsel and guidance. 
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Among the fields in which there is an increasing degree of State 
supervision and guidance are public education, public health, high- 
way administration, charities and corrections, policing, the assess- 
ment of property, and the accounting, custody, and expenditure of 
public funds. In most of these fields the need appears to be for more 
rather than less regulation and guidance. This need arises not only 
because the tasks are technical, but because the manner in which 
they are performed concerns the whole State. No community can 
live unto itself nor be entirely free to adopt its own standards. 

Arbitrary control on the part of the State would be destructive to 
local initiative and contrary to the principles of democracy, but if the 
relationship between the State and the local authorities is one of coop- 
eration and mutual respect, and the State agency considers itself a 
teacher rather than a dictator, no violence is done to local self- 
government, but rather it is strengthened through the contact. 
Indeed, the helpfulness and steadying influence of a competent, dis- 
interested agency, with a State-wide rather than a local perspective, 
may be the tonic that is needed to revitalize local self-covernment 
and prevent the collapse with which it is threatened in rural areas. 

MORE EFFECTIVE POPULAR CONTROL 

No matter how skillfully the boundaries of a political unit may be 
drawn nor how perfect its administrative set-up, no government is 
self-operating. It will not function efficiently unless there is an 
enlightened and sustained public interest. The machinery of govern- 
ment may be so designed as to make popular control easy or difficult; 
and an easy method of control is more likely to invite a sustained 
public interest than a difficult method. 

Experience has demonstrated that an elaborate system of checks 
and balances, designed to prevent an autocratic usurpation of power 
by any one official, has served only to diffuse responsibility and invite 
manipulation by unofficial agencies. A system which denies an official 
the power to act independently because he might misuse that power 
also ties the hands of a wise and able official who wants to act for the 
public good. Recent years have therefore witnessed a tendency to 
increase the powers and responsibilities of executive officials. 

Likewise, the selection of most officials by popular election was for- 
merly considered a protection against official tyranny—an effective 
instrument of popular control. Experience has demonstrated that 
this device also has failed to contribute either to efficiency or democ- 
racy. The short-ballot principle has been discussed in connection 
with improvement of the administrative personnel of local govern- 
ment. It is also a step toward giving the voter more influence in 
shaping public policy. 

Quite as valuable an instrument of democracy is the budget. Citi- 
zens have an opportunity to attend hearings before its final adoption 
and speak for or against specific items. At these hearings they have 
the year’s work outlined and explained to them, and they are enabled 
to see the whole program in its proper perspective. The hearings 
thus serve to dispel misunderstanding and prejudice, invite useful 
criticisms, and win for the administration the interest and support of 
thoughtful citizens. 
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Citizen interest and support will be even stronger if the adminis- 
tration or some competent unofficial agency will disseminate regu- 
larly, and not too infrequently, full and frank statements about the 
the public business. This information should be presented so sim- 
ply that it can be readily understood by the average citizen. Cer- 
tain cities issue a monthly bulletin to serve this educational purpose. 
But in most political units the citizens have no channel of informa- 
tion in respect to the operations of their government except an occa- 
sional financial exhibit which they do not understand and current 
news items which are likely to be garbled by uninformed reporters 
or colored by political bias. 

SUMMARY 

In conclusion it may be stated that owners of forest property will 
share with other groups of taxpayers such relief as can be brought 
about through a reduction in the total cost of government. Since 
the property tax bears most heavily on forests, and it is mainly a 
local tax, a reduction in the cost of local government would yield the 
most relief. There is no question that a substantial reduction in the 
cost of local government—that is, rural local government—could be 
effected through the improvements suggested. in the foregoing pages. 
Summarized briefly, they are: 

(1) State assumption of functions which are plainly a State responsi- 
bility, and partial State support of essential services which cannot 
be supported locally with adequacy or equity. 

(2) A drastic reduction in the number of local units of government 
through the abolition, or at least the consolidation, of township gov- 
ernments and school districts, the enlargement of New England towns, 
and the elimination of numerous special districts. 

(3) The general adoption of the county, enlarged in many cases 
through consolidation, as the primary unit of rural local government, 
except in New England, where the town may be better adapted to 
serve the same purposes. 

(4) The disorganization of certain areas with a sparse and declining 
population, a shrinking or restricted tax base, and little promise of 
agricultural or industrial development. | 

(5) More efficient and economical administration of local govern- 
ment through the greater use of trained administrators, through better 
financial practices, and through a larger degree of State supervision 
and guidance. 

(6) More responsible self- -government through the short ballot, the 
budget, full publicity, and other instrumentalities of citizen control. 

The emphasis which has been given in the foregoing section to 
the tax relief which can be obtained for forests, and other classes of 
property as well, through a reduction in the cost of government does 
not mean to ignore the Telief that might be brought about by increas- 
ing the taxpaying ability of forest communities. Indeed the long run 
objective in forest-tax reform is to remove an obstacle to the conver- 
sion of the present unorganized forests to a sustained yield, taxpay- 
ing basis. Similarly with other classes of property, an improved 
capacity to pay taxes is much to be desired. 
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MODIFICATIONS IN OTHER TAXES 

GENERAL INCOME TAXES 

Outside the realm of the property tax, there are only three types 
of taxation from the modification of which any significant relief to 
forestry may be expected. These are the general income tax, the 
death taxes, and the severance tax. 

As has been pointed out, the income tax presents no serious prob- 
lem of forest taxation, being by its nature most favorable to forestry. 
No change in the general structure of the income tax is therefore 
recommended. 

It is true that the provisions of the Federal income tax relating to 
depletion are not entirely correct in theory. But they work fairly 
well and they are not unfavorable to forestry under present condi- 
tions. Whenever sustained-yield forestry comes to be more gener- 
ally practiced, it would doubtless be well to recognize more suitable 
methods of accounting for depletion. Two such methods are 
suggested in an early section of this part (p. 530). 

DEATH TAXES 

As to the death taxes, there is no reason for any special treatment 
of forest property, except in one particular; and even here the change 
might well be recommended in behalf of all classes of property. 
Heavy death taxes may have the effect of disrupting a going business 
concern or of depriving the heirs or associates of a control which they 
would otherwise have retained, by compelling sale of a part of the 
capital in order to pay the tax. This is a hazard, which, as has been 
shown, is especially serious in the case of a forest- -growing enterprise. 
It is therefore to the interest of forestry that death taxes be kept 
moderate as to rates. Whatever the rates, it is recommended that 
permission be granted to pay the death taxes in moderate annual 
payments. 

As the Government income from death taxes fluctuates greatly, 
because the taxes are levied intermittently, these taxes have no close 
relation to Government needs, and the rates are fixed quite arbitrarily. 
For this reason it is possible for the Government to fix high rates or 
moderate rates. It has been suggested by the national committee on 
inheritance taxation (in its report to the National Conference on 
Estate and Inheritance Taxation in 1925) that the sum of Federal 
and State death taxes should in no case exceed 15 percent of the value 
of the property, which would ordinarily not exceed the normal income 
for 3 years. 

As regards payment, it is recommended that the death tax on the 
value of forest property, where the rate exceeds 2 percent, should be 
payable in equal annual installments of not less than 1 percent of the 
value of the forest. These installments should continue to be paid, 
whether any yield is received from the forest or not, until the entire 
amount due had been paid or until the death of the new owner. If 
the new owner should die before all of the installments are paid, the 
remaining installments should be canceled; the property should be 
reappraised and the death taxes again levied, but upon the new base. 
However, if the timber is being cut, the annual death-tax installments 
should not be less than the full rate of the tax times the value of the 
cut. 
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By this plan the death taxes on most forest properties belonging 
to estates of small value would be paid at the usual time, as the rates 
on such estates are usually no more than 2 percent. In the case of 
large properties, the effect of the progressive rates in forcing the 
denudation of the forest or the breaking up of operating units would 
be minimized, for the tax would be payable over a period of years. 
Where the maximum rates are moderate, say 10 to 15 percent, the 
installments on forest property could well be limited to 1 percent 
which could be realized from most forest properties without interfer- 
ing with the owner’s management plan. 

The American system of death taxation has without doubt its 
imperfections and might be improved at various points. The national 
committee on inheritance taxation presented certain recommenda- 
tions, adoption of which would undoubtedly be advantageous to 
forest property along with all other classes of property. These are 
discussed in part 10. They include moderate rates, installment pay- 
ments, uniformity of rates among the States, and stability both in 
rates and other provisions. 

SEVERANCE TAXES 

There is no justification for a severance tax, in addition to property 
or other adequate tax, in the case of forests, except possibly as a 
measure to be applied to forests destructively exploited without 
provision for restocking. Only two States, Arkansas and Louisiana, 
now have severance taxes in addition to the property tax upon 
forests. The yield tax on forests in lieu of the property tax (which 
is one form of severance tax) has been treated elsewhere. 

SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 

This concluding part has undertaken to present the broad outlines 
of the forest-tax problem and a program for its solution, based upon 
evidence and principles developed at length in the preceding parts. 
The following is a brief summary of the conclusions and recommenda- 
tions. 

Taxation is today a matter of major importance, and all classes are 
interested in the possibility of tax relief. In general, the problem of 
taxation resolves itself into two parts: (1) The total burden of taxa- 
tion, and (2) the distribution of this burden among the several tax- 
payers. As to the first, the matter is settled when the appropriate 
legislative body determines upon the functions that the Government 
is to perform and their cost; it is a matter of the Budget. When once 
the cost is fixed, taxation must, sooner or later, foot the bill. The 
second phase of the tax problem involves methods of taxation, the 
ideal being a just distribution among all who have an interest in the 
Government. In particular cases a third phase may exist, where the 
prevailing tax system is out of harmony with the peculiar circum- 
stances of an industry or a taxpaying class and so works hardship on 
account of the method of imposition rather than the amount exacted. 

The problem of taxation, as thus broadly outlined, is an important 
element in the forestry situation in the United States. The present 
heavy burden of taxation does not spare the forests. In some locali- 
ties the operation of the tax system imposes an inequitable burden 
upon certain classes of forests or forest lands. And it has been 

' 
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demonstrated that the princi ipal instrument of local taxation—the 

business of feat erowing or the conservative management of mature 
timber. The public has an interest in the conservative management 
of existing forest resources and the growing of forests on cut-over 
and waste lands where conditions are suitable, for the sake of water- 
shed protection and other indirect benefits as well as to provide an 
adequate supply of timber products. It follows that the taxation of 
forests is distinctly a matter of public interest. 

It is essential to visualize the forest-tax problem in its true propor- 
tions. Taxation is only one of the carrying charges that tend to 
bring about the rapid cutting of virgin timber and only one of the 
reasons why private capital is not. embarking in timber-growing 
enterprises. ‘There is no magic in forest-tax reform. N evertheless, 
so far as taxation has any undue influence in bringing about the over- 
cutting of mature forests, the public has an interest in its reform. As 
to the cut-over regions, it has been made evident that, whatever 
other causes may now be deterring investment in forest growing, no 
widespread development can be expected so long as the present 
methods of taxation continue. Even in these regions there are those 
who are interested in forest growing, and their number may be 
expected to increase. To such the existing tax system presents what 
may be in many cases an insuperable obstacle. 

The goal of tax reform, from the viewpoint of the public interest 
in the forests, is such a system of public finance and taxation as will 
limit the tax burden to the requirements of efficient and economical 
government and will impose it by methods which, while requiring a 
just contribution from the owners of forest property, will place no 
special obstacle (beyond what any just tax must impose) in the way 
of the best use of the forests and forest lands from the standpoint of 
the public interest. In striving toward this goal, it is necessary to 
keep in view, not merely the forests and their taxes, but the whole 
structure of American State and local finance, including the public 
functions for which tax money is spent and the tax contributions of 
all elements of the community. Forest-tax reform should thus be 
based on broad principles; it should be not opportunistic but far- 
sighted, destined to fit the taxation of the forests into a sound and 
enduring American system of State and local finance. To this end 
the following suggestions are offered for the consideration of the 
people and the legislatures of the several States. 

Although it has been shown that the property tax is chiefly respon- 
sible for the special problem of forest taxation, there is possibility of 
improvement with respect to certain other taxes. Recommendations 
with reference to these other taxes will be reviewed before summa- 
rizing proposed improvements and modifications in the property tax. 

The income tax, in the usual forms now in use, is generally favor- 
able to forestry. There is, however, room for eventual improvement 
through giving recognition to methods of accounting for depletion 
which will be better adapted to sustained yield forests. This is not 
a problem that demands immediate attention. 
Payment of death taxes should be allowed in installments equal to 

at least 1 percent of the value of the forest each year until the amount 
due is paid or until the death of the beneficiary. Should the bene- 
ficiary die before all the installments have been paid, the remaining 
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installments should be canceled, the property reappraised, and the 
death taxes levied upon a new base. In any case, if timber is being 
cut, the annual installment should be not less than the product of the 
tax rate times the value of the year’s cut. 

The use of a general severance tax on forest property, imposed in 
addition to whatever other taxes are borne by property generally, is 
not recommended. If it were not for the practical difficulties of 
administration, a special severance tax might be used for the purpose 
of exacting a proper contribution from “destructive operations, or 
from properties located in undeveloped regions. 

As regards the property tax and its modification, with which sub- 
ject this report is chiefly concerned, certain oeneral conclusions, 
mostly negative in character, may first be noted. (1) Assessments 
fixed by statute and specific taxes of so much per acre fixed by statute 
are not recommended. (2) Special methods of taxation imposed in 
accordance with a classification of properties based upon the inten- 
tions of their owners are not advised. (3) Special forest-tax laws 
should be of general application, without requirmg any unusual 
initiative on the part of forest owners. (4) Tax measures in favor of 
forestry should not be given the character of a contract between the 
State and the taxpayer for the sake of protecting a present law from 
amendment by a future legislature. (5) Special tax subsidies to 
forests are not recommended, either as compensation for regulatory 
requirements, which could better be provided by direct means, or as 
inducement to adopt particular measures of forest practice. 

It has been shown that it is chiefly the property tax which makes 
the taxation of forests a special problem, and analysis of the working 
of the property tax shows that its adverse effects are due in part to 
its faulty administration and in part to certain features inherent 
in its nature. The property tax has, throughout the history of the 
United States, been the chief source of State and local revenue, and 
in spite of its recognized defects it is likely to continue as an important 
source of revenue for most of the States and as the chief source of 
local revenue in practically all of the States. Whatever changes the 
property tax may undergo in the future, it is almost certain that real 
estate will continue to be subject to it. There is little foundation, 
therefore, for the hope that forest property may be removed entirely 
from the realm of the property tax. 

Foremost in the program of tax reform should therefore come 
measures for improving the operation of the property tax, to the end 
that all property be assessed at its full value as now required by law 
(or at such specific fraction of full value as is stated in the law). 
The most approved devices for arriving at sound assessment of taxable 
property should be introduced, such as maps, surveys, and sales 
data. Scientific methods of assessment, developed already in many 
cities and a few local jurisdictions, should be used in the assessment 
of rural property so far as they are applicable. Setting a minimum 
amount below which no person’s tax might fall would tend to prevent 
overassessment of the smaller properties. Cooperation with the tax- 
paying public and exercise of tact, judgment, and courage should be 
required of the assessing officials. 

The above-mentioned improvements in assessment practice can 
be expected only to a limited degree without thoroughgoing reform 
of assessment organization and personnel. It is recommended that 
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assessment be in large measure taken out of the hands of the minute 
local jurisdictions which now generally administer it and be centralized 
in the hands of jurisdictions large enough to maintain an efficient 
organization of full-time, well-paid, expert assessors appointed on 
the basis of merit and free from local interference. In general, State 
assessment would appear to be the ideal; and the next best step, 
centralization by groups of counties or towns. Where complete 
centralization of assessment is not attainable, or during the period 
while this result is being brought about, improvement may be 
obtained by an increased degree of State control of and assistance to 
local assessment. 

Changes are necessary in the haphazard methods of tax collection 
which prevail in many States. Efficient collection procedure vig- 
orously enforced, together with accurate assessment, might do much 
to reduce the widespread and growing evil of tax delinquency and 
should go far toward eliminating this evil in normal times. 

Sound methods in the administration of the »roperty tax would go 
a long way toward providing more suitable iurest taxation. Never- 
theless, they would not wholly solve this problem, since the very 
nature of the property tax imposes disabilities upon certain types of 
forest enterprise. To meet these inherent defects of the property 
tax, more fundamental changes are required. 

Recognition of the weaknesses of the property tax, both struc- 
tural and administrative, might conceivably lead to the suggestion 
that the forests be cut loose entirely from the property tax through 
substitution of a yield tax. Widespread discussion of the yield tax 
and some legislative exper mentation dur ng the past three decades, 
together with the general history of property taxation throughout the 
world, would appear to indicate the futility of seeking to introduce 
the pure yield tax in place of the property tax on forest properties. 
If the yield tax is to be considered at all, it will doubtless be that 
form which substitutes a yield tax for the property tax upon the 
trees, while leaving the land subject to the property tax. Such a plan 
has certain distinct advantages from the viewpoint of the forest 
owner, but certain disadvantages as well. Furthermore, its adapta- 
tion to local finance presents serious difficulties. These difficulties 
would apparently require a State-wide administration for the benefit 
of the various local subdivisions concerned. The entire yield tax 
would preferably be retained in the State treasury, with a corre- 
sponding assumption by the State of functions formerly performed 
at local expense. Any attempt to distribute the proceeds of such a 
tax among the local jurisdictions raises problems, the solution of 
which appears not to have been found. The lack of a clear-cut 
method of determining the rate of the yield tax is also a serious weak- 
ness. In short, the yield-tax plan appears distinctly inferior to other 
possible solutions of the problem, and it is therefore not. recommended. 
The fact that after 20 years of experiment no State has yet suc- 
ceeded in setting up a satisfactory yield tax of broad application is 
evidence of the difficulties invo ved. 

It has also been proposed that forest property be relieved from the 
property tax by the simple dev ce of exempting all immature timber 
from taxation. As such an exemption would grant a greater tax 
concession than can be justified, this proposal is not recommended. 

Three plans for meeting the defects of the property tax as related 
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to forests are suggested. It should be especially noted, however, 
that the adoption of any one of these plans would in no wise reduce 
the importance of those reforms in the administration of the prop- 
erty tax which have been recommended. On the other hand, any 
one of these plans may be added to the existing tax system with 
favorable results, without waiting for the accomplishment of the 
recommended reforms which are essential to a complete solution of 
the forest-tax problem. 

The first of these three recommended plans is the adjusted property 
tax. This plan would give every forest property the income from 
which is deferred for more than 1 year a tax that would be less than 
the usual property tax. The amount of the reduction would be pro- 
portional to the deferment of income. This result would be accom- 
plished by means of a deduction from assessed value that would be 
cumulative as long as income were deferred but which would be 
diminished and in the ordinary case eventually eliminated through 
the receipt of income. The amount of the deduction from assessed 
value to be accumulated in any 1 year during the periods of income 
deferment would be regulated by the assessed value of the property, 
a rate of interest fixed by law, and the taxes actually levied. 

The effect of the adjusted property tax would be to approximate 
the burden of an income (or net-yield) tax. While recognizing that 
this plan, like any practical device, necessarily falls short of perfec- 
tion, it is believed that it would come closer than any other practicable 
device to complete correction, under all conditions, of the inherent 
defects of the property tax as applied to forests. The administrative 
obstacles are readily surmountable and would diminish with general 
improvement in the administration of the property tax. 

The second of the three recommended plans would offer deferred- 
yield forests a reduction in tax burden very similar in amount to that 
provided under the adjusted property tax plan. This result would 
be accomplished by deferring all of the required property tax pay- 
ments on timber value until income was realized through the cutting 
or sale of timber and other forest products. The loss in tax revenues 
would be made good through payments from a timber-tax fund to be 
provided by the State. Upon realization of income from timber, this 
fund would be reimbursed by collecting the deferred timber taxes, 
without interest, at a rate not to exceed a fixed percentage of the 
stumpage value of the forest products cut or sold. This plan has 
the advantage of giving all the immediate tax relief granted by the 
yield-tax plan, without incurring any serious revenue difficulties. The 
net cost to the public would not be very great at the outset, and it 
would eventually be reduced through decreasing deferment of income 
from timber by wider application of sound forest management. 

The third of the three recommended plans would offer second- 
erowth forests an adjustment of the property tax to the normal 
degree of income deferment by means of differential timber taxation. 
A reduction factor, usually uniform over the State, would be applied 
to timber assessments. This factor would depend on a standard 
income cycle, representing normal deferment of income, which would 
be determined at a figure readily attainable by a large number of 
forest properties throughout the State. The reduction factor would 
be so calculated as to give forest properties which were subject to the 
standard degree of income deferment a tax burden approximately 
equal to that of an income or net-yield tax. The reduction factor 
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would be prescribed by law. Forests subject to a deferment of income 
greater than normal would be obliged to bear a heavier tax burden 
than that of the income tax, but less than that of the property tax. 
On the other hand, forests which were so regulated as to receive sub- 
stantial income at shorter intervals than indicated by the standard 
income cycle would enjoy a lighter tax burden than that of the income 
tax. 

This plan would also grant differential timber taxation to old- 
growth forest properties by allowing them a graduated reduction 
factor applicable to timber of 5 percent for each year from the effec- 
tive date, with a maximum equal to the second-growth reduction 
factor. This reduction would at the outset apply only to forests 
which were completely withheld from commercial operation. After 
a transition period of at least 20 years, all old-growth forests would 
be given benefit of the same reduction factor as second-growth forests. 
In States where old-growth forests are of little importance as an 
element in the tax base, they would be treated in the same way as 
second-growth forests from the beginning. 

It is evident that the differential timber tax would offer a less 
perfect adjustment than the other recommended plans to all the 
degrees of income deferment that characterize forest properties 
within a State. While that disadvantage is recognized, this plan is 
believed to deserve favorable consideration because of its simplicity 
and the ease with which it may be added to the existing tax system. 

In brief, three plans are recommended for so modifying the property 
tax as to make it suitable to forest properties. The adjusted property 
tax involves some difficulties in application, but presents the closest 
approach to a perfect device. The deferred timber tax requires 
State financing, but offers the greatest immediate tax relief consistent 
with equitable taxation. The differential timber-tax plan is a rougher 
method for adjusting the property tax to the existing conditions of 
income deferment in forest properties but is extremely simple of 
application. 

After all is done by way of improving the operation of the property 
tax and counteracting its adverse effects upon the forests, forest taxes 
are bound to be high so long as costs of local government are high. . 
It is recommended, therefore, that the States give careful considera- 
tion to measures for reducing this cost, through reorganization of 
local governments, disorganization of local governments in sparsely 
settled areas, and control of further land settlement; through redis- 
tribution of governmental functions, analysis and coordination of gov- 
ernmental services, and their curtailment where the service appears 
not worth the cost; through improved administration of local govern- 
ment, better financial practices, State supervision and guidance, and 
more effective popular control. 

These recommendations present a program which, if adopted by the 
States, should go far to solve the forest-tax problem. Obviously this 
is not the only problem confronting American forestry. But it is a 
serious problem and one which, if not solved, will become more serious 
with time. Its solution will be an achievement worthy of the best 
efforts of the people and full of promise for the ultimate development 
of American forestry. 
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60 Recent developments in the forest-tax situation in France can best be followed through the Bulletin du 
Comité des Foréts, a monthly publication issued by the central council of the forest owners of France. The 
most important items appearing in this periodical during 1930-33 are here cited. 
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