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R r f i i i T  B M p r  ’  W t it i l l  b u l l  D l C a n c l .  O u I C i j f

The following is excerpted 
from  a publication o f  'the 
A d v iso ry  Commission On 
Intergovernm ental Relations 
(ACIR).

T he p ro p e r ty  tax  now  
y ie lds in excess o f  $40  billion 
annually . A rep lacem en t fo r this 
venerable local tax  source is no t 
read ily  a t hand  desp ite  the 
w idespread in terest in relieving 
th is levy o f  th e  b u rd en  o f  
su p po rting  the local share o f  
e lem en tary  and secondary  school 
costs. Even if  schoo l co sts were 
m iraculously  sh ifted  o ff  th e  local 
p ro p erty  tax  it w ou ld  still have to 
y ield  $20  billion o r m ore and 
co n tinue  as a m ajo r revenue 
p roducer.

T o  m ake sure th a t the p ro p e rty  
tax d o c '  n o t do  gross violence to  
eq u ity  co n cep ts , it m ust be 
equipped  w ith  a safe ly  m echanism  

a c irc u it-b re a k e r — tha t 
au tom atica lly  w orks w hen the tax 
becom es excessive it. re la tion  to  
incom e thereby  shield ing low

incom e p ro p e rty  ow ners and 
r e n t e r s  f r o m  t a x  overload  
situa tions.

A bflity-to-Pay

T he S ta te  o f  W isconsin in 1964 
p ioneered w ith  an approach  to  
relieve individuals o f  excessive tax  
burdens w hile n o t heaping new  
fiscal bu rd en s on  localities.

T he co n cep t is sim ilar in 
principle to  th e  circu it-b reaker 
th a t p revents elec trical overload. 
It p ro tec ts  th e  po o r from  tax  
overload w ith o u t d isrup ting  the 
flow o f  revenue from  those able 
to  p ay . It is S ta te  financed  to  
m ain tain  the fiscal solvency o f  
lo c a l governm ents and  S ta te  
adm inistered  to  p ro m o te  the 
greatest effic iency , provide the 
w idest base, and  m ain ta in  the 
d ignity  o f  the rec ip ien ts.

T he idea o f  the circu it-b reaker 
has a 'read y  caught on in o th e r  
S tates and th ey , in tu rn , have 
developed th e ir  ow n plans for 
shielding low  incom e, elderly

p ro p e r ty  taxpayers  from  tax  
overload s itu a tio n s.

F o r ex am p le , the V erm o n t 
legislature has tak en  the position  
th a t any residen tia l tax  p ay m en t 
in excess o f  7 p e r cen t o f  to ta l 
fam ily incom e is excessive. The 
S ta te  reba tes to  the elderly  
taxpayer (hom e ow ner o r ren te r) 
th a t p art o f  th e  tax  paym en t in 
excess o f  th e  7 p e r cen t figure. In 
o rder to  give the ren te r tax  relief, 
V erm ont assum es th a t 3 0  per cen t 
o f  the re n te r’s p ay m en t to  the 
landlord  goes fo r p ro p erty  taxes. 
W isconsin uses a 25 per cent 
c a lc u la tio n

H ow  It W orks

The m ost p revalen t type o f  
c ircu it-b reaker program  opera tes 
in con junc tion  w ith  th e  S ta te  
p e r s o n a l  in c o m e  t a x ,  is  
adm in is tered  by the incom e tax  
d iv i s io n  o f  t h e  S ta te  tax 
d ep artm en t and is funded  en tire ly  
ou t o f  S ta te  m oney . T he  S tate  
d e t e r m i n e s  t h e  am o u n t o f  
p ro p erty  lax  b u rden  it deem s

w hat is excessive also varies. T he 
M innesota c ircu it-b reaker com es 
in to  p lay  w hen  the p ro p e rty  tax  
bu rden  exceeds 6 p e r  cen t o f  
h o u se h o ld  incom e; V e rm o n t’s 
cuts in  a t 7 p e r c en t; and u n d e r 
the 1969 W isconsin fo rm u la , the 
circu it-b reaker begins to  w ork  
w hen the p ro p e rty  ta x  reaches 
m ore than  11 per cen t o f  fam ily  
incom e.

T o  avoid providing p ro p e rty  
tax re lie f to  the little  old lady  
w ho lives in th e  m ansion  on the 
hill, several o f  the S ta tes have 
w ritten  in to  the law  incom e 
ceilings o r lim its on the am o u n t o f  
rebate . T hey  also have progressive 
rates to  p rovide the m o s t re lie f to  
the m ost needy  cases. Incom e 
ceilings range dow nw ard  from  a 
$ 1 0 ,0 0 0  lim it in C alifornia, the 
ceiling in V em io n t is n o t exp lic it.

W ho S hould  Be Eligible?

T h e  f l e x i b i l i t y  o f  t h e  
circuit-b reaker ex ten d s  to  the 
type o f  rec ip ien ts as well as the 
am oun t o f  relief. E xcep t fo r

low -incom e com m unities w ith in  
th e  sam e m etro p o litan  area.

Answ ering th e  O b jections

Like any  innovative p rogram , 
the c ircu it-b reaker has o p p o n en ts  
w ho  raise various ob jec tions. M ost 
o f  them  can be answ ered qu ite  
sim ply .

S o m e  c o m p la in  th a t  the 
circu it-b reaker does n o t cure the 
real disease, p o verty . T ru e , bu t 
som eth ing  m ust be done  now , 
w hile the Federal G overnm en t is 
w orking ou t a b ro ad  program  to  
e r a d i c a t e  p o v e r t y .  T h e  
circu it-b reaker m akes sure tha t 
S ta tes and localities d o  no t 
im pos» ex trao rd in a ry  p ro p erty  
tax  b u rdens on the p o o r while 
poverty  rem ains am ong  us.

O t h e r s  com plain  th a t the 
circu it-b reaker ap p ro sch  m akes 
w elfare op era to rs  o u t o f  S ta te  lax 
co llec to rs. This over-sim plified 
w orry  is nullified by  recent 
experience  w hich ind ica tes that 
this app roach  represen ts the m ost



excessive. T he excessive am oun t -  
w ith  certa in  res tric tions to  avoid 
abuse -  is then  rebated .

T o  o b ta in  the relief, the 
app lican t files a s ta tem en t as a 
supp lem en t to  his incom e tax  
re tu rn . He lists all fo rm s o f  m oney  
in c o m e ,  includ ing  all social 
secu rity  and  veterans benefits and  
r a i l ro a d  re tirem en t paym ents. 
A fte r a u d it, he is allow ed a c red it 
against his S ta te  incom e tax  
liab ility  -  i f  he has suffic ien t 
incom e to  pay  an incom e tax  -  or 
he receives back  in th e  m ail a 
d irec t cash re fund , th e  case w ith  
98 p e r c en t o f  the recip ients.

A lthough  th e  c ircu it-b reaker is 
part o f  the im com e tax  process, 
the W isconsin app lican t does n o t 
have to  pay h is p ro p e rty  tax bill 
and th e n  w ait un til incom e tax 
filing tim e to  get h is refund . As 
soon as the p ro p e rty  tax bill 
com es, he m ay file th e  s ta tem en t 
and receive the cash w hen he 
needs i t .  Because th e  program  is 
adm m istered  b y  th e  S tate  tax  
d ep artm en t and the refund  sent 
th rough  the m ails, there  is no  
m ore stigm a than  w hen a F ederal 
incom e taxpayer receives a tax 
reduc tion  because he  incurred  
ex trao rd in ary  m edical expenses. 
Local social w elfare w orkers and 
co u n ty  courthouse clerks are 
bypassed .

I n  C alifo rn ia , M aine, and 
Pennsylvania the circu it-b reaker 
takes th e  form  o f  d irect S tate cash 
rebates to  all eligible p ro p e rty  
taxpayers. A lthough these S tates 
have incom e taxes th ey  adm inister 
th e  c i r c u i t - b r e a k e r  program  
separa te ly  proving th a t a S ta te  
personnal incom e tax  is n o t a 
p rerequ isite  to  the ad o p tio n  o f  
the co n cep t.

D eterm in ing  O verload S itua tions

T h e  p ro p erty  tax  takes a 
d iffe ren t bite o u t o f  householders 
in d iffe ren t parts  o f  the N ation . 
Because the average bu rden  varies,

O r e g o n ,  S t a t e s  u s in g  th e  
p rocedu re  g ran t re lie f o n ly  to  
aged peisons, (6 2  o r  o ld e r). B ut 
d e a t h  o f  t h e  b re a d w in n e r , 
p h y s ic a l  d isab ility  o r  severe 
u n em p lo y m en t w ou ld  m ake  the 
p ro p e rty  tax  ju s t as devasta ting  to  
a y o unger fam ily as to  th e  e lderly .

C o lo rado , M aine, M inneso ta , 
‘ V erm o n t an d  W isconsin a t  p resen t 
g ran t c ircu it-b reaker re lie f  to  
ren te rs as well as h o m eow ners , on 
th e  th eo ry  th a t m o s t land lo rds 
pass on  m ost o f  th e  p ro p e r ty  tax  
bu rden  to  th e ir ten an ts . V erm o n t 
assum es 3 0  percen t o f  th e  ren tal 
paym en t goes for p ro p e r ty  taxes, 
W isconsin assum es 25 p e r  cen t, 
M aine and  M innesota use 2 0  per 
cen t and  C o lo rado  uses a ten  per 
cen t figure.

T he possib ilities d o n ’t  sto p  
here . A S ta ts  w an ting  to  provide 
re lie f fo r sm all farm s o r businesses 
could  w rite  c ircu it-b reakers in to  
the ir p ro p e rty  taxes as w ell. The 
circu it-b reaker w ou ld  assure th a t 
th e  need iest taxpayers  in a n y  class 
w ould  receive th e  m ost he lp .

H ow  M uch D oes It C ost?

O ne o f  the g rea t advantages o f  
the circu it-b reaker is th a t  it is a 
S tate-financed  re lief p rogram . T o o  
o ften  S ta te  legislators g ran t re lief 
in the fo rm  o f  p artia l tax 
ex em p tio n s but force the  loca'i 
governm ents and schoo l d is tric ts  
to  p ick pp  th e  tab . Local 
governm ents and local p ro p erty  
ow ners shou ld  n o t be forced  to  
underw rite  p ro p erty  tax  relief 
because it im pairs th e ir fiscal 
p o s i t i o n  and aggravates tax 
inequities. T his is especially  true  
in m etro p o litan  areas w here the 
poor ten d  to  c luster toge ther 
w ith in  th e  sam e ju r isd ic tio n . In  
s h a r p  c o n tra s t, S tate-financed  
p ro p erty  tax re lie f in an  ind irec t 
w a y  t e n d s  t o  r e d u c e  
i n t e r g o v e r n m e n t a l  f i s c a l  
d isp a ritie s  betw een  h igh and

effic ien t and d ignified  w ay to  
adm in ister a local p ro p e r ty  tax 
re lief p rogram .

T h e re  are som e w ho  claim  th a t 
S ta te-financed  p ro p e rty  tax  re lie f 
m ight en c o jra g e  local officia ls to  
ad o p t reckless spending  policies. 
T he sm all a m o u n t o f  re lie f to  
lo c a l  g o v e rn m e n ts  th a t the 
ciicu it-b reak er provides is n o t 
enough  to  m ake local o fficials 
sp en d th rif ts . B esides, th e  m ajo rity  
o f  c itizens pay ing  p ro p e rty  taxes 
w ith o u t re lief will co n tinue  to  
e x e rt a  pow erfu l re s tra in t o n  local 
budget expansion .

T hose  w ho  w ish  to  recover the 
re lie f a f te r  th e  d e a th  o f  the 
h o m e o w n e r  ob jec t th a t the 
c i r c u i t - b r e a k e r  p r o v i d e s  
unw arran ted  a id  to  th e  ch ild ren  
w ho w ill in h e rit the  p ro p e rty . A 
m an’s hom e m u st be  viewed as a 
rough y a rd s tick  o f  h i s - n o t  his 
ch ild ren ’s - a b i l i ty  to  pay taxes 
ou t o f  cu rren t incom e. W hen this 
is d em o n s trab ly  n o t th e  case, the 
h om eow ner should  be  en titled  to  
u n c o n d i t i o n a l  r e l i e f .  I t  is 
becom ing increasingly  repugnan t 
to  th e  pub lic  to  force the 
liqu idation  o f  an  esta te  in o rd e r to  
pay p ro p e r ty  taxes, even i f  the 
liqu idation  is held o f f  un til the 
d e a t h  o f  t h e  b e n e f i t e d  
h o m e o w n e r .  I n  s h o r t ,  the 
p ro p e rty  tax should  n o t be view ed 
as the  p o o r m an ’s inheritance  tax.

F inally , som e com plain  th a t 
tax re lie f  fo r the elderly  can 
enable a hom eow ner to  ho ld  his 
p ro p e rty  o ff  the  m arket the reby  
w ork ing  against the h ighest and 
b e s t  u s e  o f  l a n d .  T h i s  
cu t -o f f -1  he-nose-to-spite-the-face 
logic w ould  deny  relief to  a 
substan tia l b o d y  o f  taxpayers 
carry ing  ex trao rd in a ry  b u rd en s in 
order to  take care o f  a very few 
excep tional situ a tio n s. M oreover, 
this o b jec tio n  vastly oversta tes the 
effec t th a t a tax  rebate  o f  a 
couple h u n d red  do llars can have 
on a person ’s decision  e ith e r to  
sell o r  to  hold  the hom estead .
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