
Testimony 

PA House Finance Committee 

Support of School Property Tax Elimination 
Provided in HB 1776 

June 4,2012 
Harrisburg, Pennsylvania 

Offered by 
Joel Rotz 
Director 

State Governmental Relations 

Pennsylvania Farm Bureau 

Pennsylvania Farm Bureau 
510 S. 31st Street P.O. Box 8736. Camp Hill, PA 17001-8736 * (717) 761-2740 www.pfb.com 



Thank you for the opportunity to address you this morning. I am Joel Rotz, State 
Governmental Relations Director, for the over 53,000 family mcmbers of the 
Pennsylvania Farm Bureau. I am here to speak in support of HB 1776, introduced by 
Representative Jim Cox. 

For decades, Farm Bureau has expressed a consistent message that thc current means for 
financing schools imposes sel-ious financial burdens on farm families and needs to be 
changed. Unfortunately. the "current" system that existed thirty years ago remains in 
large measure today's current system. And farm families in our Commonwealth continue 
to be unfairly burdened by the imposition of I-eal property taxes. 

Our current system of school taxation would appear to bc based on two basic principles: 
(1) the property tax is the nlost reliable means for school districts to raise revenue, and 
(2) that property ownership is a reflection of wealth and ability to pay local taxes. It is 
hard to find fault with the first principle; since most property owners somehow find some 
way to pay their taxes, even when owners can't afford to pay them. But Farm Bureau 
does find fault with the validity of the second principle with respect to Pennsylva~~ia 
farnlers. Farmers are most often land rich and cash poor. 

The concept that property ownership is a reflection of wealth and ability to pay is arcane. 
The nature of farming itselr does not provide ally meaningful opportunity for farmers to 
reduce tax burdens. Farming is a land-intensive enterprise. Ownership and use of lai-ge 
amounts of land are necessary colnponents to the viability of a farm operation. For a 
growing nun~ber of f a rn~  families, the "home farm" is not sufficient to keep their farm 
business viablc. They must rent a significant portion of land from others to secure 
production levels needed to economically sustain their agricultural opcrations. The 
continued increases in property tax adversely affect the rental value that farm families 
pay to use these lands in agricultural production. 

Whilc Pennsylvania agrict~lture continues to be a core component of the commonwealth's 
economic engine, the challenges of maintaining the economic viability of family farms in 
the state remain great. For many producers, the pricc they receive Tor their product is not 
keeping pace with the cost of the operation of the farm as the purchase of farm inputs 
continuc to stcadily increase. 

Not only have farm families been struggling with securing a sustained income level that 
sufficiently provides for the family's livelihood, farm families have been consistently hit 
with increasing school tax burdens, because of increased fiscal needs of school districts 
and a Vaxing system that inakes property taxation the only real means to satisfy those 
increased needs. 

Without change in our current system. farm families throughout the state will have even 
greater difficulty in eal-ning a meaningful livelihood from their farm operations. Farm 
Bureau believes reducing property taxes also helps preserve farnlland and save family 
farms because property taxes are one O F  the top reasons farmers sell land to be developed. 
A plan to shift mol-e of {he tax burden to earned income would benefit many in the 



Commonwealth, not just farmers. Other beneficiaries include retired homeowners and 
others on fixed incomes at risk of being forced from their homes by escalating property 
tax bills. 

According to the Coln~nonwealth Foundation, it is estimated that the cost or public 
education for K-12 schools across the statc is approximately 26 billion dollars. Adjusted 
for inflation, that is a 44% increase per student just since 1996. Because of our current 
taxing system, much of the b ~ ~ r d e n  of this dramatic increase in education cost is placed 
upon property owners. Shifting the total school property tax to sales and income is 
politically difficult because of the significant tax increascs that are required in these other 
areas to eliminate property tax. This shifting of tax is touted by opponents as a tax 
increase rather than a more fair and equitable method in financing public education. 

Farm Bureau meinhers understand there is no "free l u n c h  when it colncs to financing 
one of the most important and basic functions of government in providing public 
education. Eliminating the property tax rcquircs a tax shift. HB 1776 places a large 
sharc of the burden of funding public schools on a local income and state sales tax 
expansion and increase. Pennsylvania Farm Bureau believes the shift from property tax 
proposed ill HB 1776 provides a more fair and equitable manner to finance our public 
school system. 

Pennsylvania Farm Bureau has repeatedly stressed that real property tax reform lnust be 
conlprehensive and ultimately should lead to its total elimination. It must provide 
farmers and other property owners with true relief from curl-ent and future property tax 
burdens. It must also provide school districts with a reliable source of current and future 
revenue to meet reasonable costs of operation. 

Pennsylvania Farm Bureau mcmbers have supported for several years eliminating the 
school property tax and replacing i t  wilh various soul-ces including a mixture of earned 
income and sales tax as proposed in HB 1776. Switching to income and sales taxes for 
school funding provides the obvious benefits of spreading thc burden of public education 
to all who benefit from the investment, not just landowners. It also better re0ecl.s ability 
to pay bascd upon incomc and the sale of items consumers choose to purchase. The 
consumer decides when and how much to pay by making purchasing decisions based on a 
more universal tax that comes with the purchase. 

Pennsylvania Farm Burcau acknowledges and appreciates the efforts this legislative body 
and those in the past have made to provide some measure of property tax relief for 
farmers through passage of the Act itself and various amendments since its enactment to 
the state's Clean and Green Program. While the program has been and continues to be a 
significant help in easing property tax burdens for many farmers across the state, it of 
course only shifts the property tax burden among lai~dowi~ers and does not address the 
overall concern of solely encumbering property owners with funding schools. Again, HB 
1776, spreads the cost of school funding over a broader spectrum of the population and in 
a manner that better reflects the individual's ability to pay than does are current archaic 
propel-ty tax appl-oach. 



Even with Clean and Green Programs in place in many counties across the state, studies 
continue to demonstrate how property taxes paid by farmers benefit local governments 
and school districts. The most recent study Pennsylvania Farm Bureau can cite on the 
cost of services verses revenue generated by the property tax was done in 2006 by Dr. 
Tim Kelsey of Penn State University and is attached lo this testimony. The study 
demonstrates that farms only require pennies on the dollar in the cost of needed services 
verses taxes paid, while in stark contrast, residential housing requires slightly more to 
significantly more in costs of service than dollars provided to fund services such as public 
education. 

Also cited in a separate study by Mr. Kelsey (also attached), are numbers demonstrating 
the inequitable distribution oT burden to the individual farmer based upon their gross 
income. The study states that on average, farmers pay 6% of their gross i~ lcon~e  on 
property taxes. Of course gross income is not a dependable indic;rtor of ability to pay. A 
filrm, like any other business, may have a $500,000 in gross incolne and still produce 
little to no net income. While the "average" cited in the study of percent of gross income 
paid by farmers in property lax is 6%, il is interesting to note that individual counties 
vary greatly across the state. In some counties, farmers pay as little as less than 3% of 
gross income to other co~ulties where farmers arc paying as much as 9%, 1070, 12% and 
even one county 18% of gross income. Acknowledging that there are inany varying 
factors that these numbers are based upon, Pennsylvania Farm Bureau believes these 
numbers nonetheless point lo the inequities created by taxing farmland to fund p~lblic 
schools. 

Again, thank you for the opportunity to testify before you today. I will be happy to take 
your questions. 





eal property taxes often 
are cited as one reason 
for the loss of farmland. 
Stories of farmers forced 

under because of rising tax bills 
abound, and in several studies, people 
who have quit farming identified high 
taxes as one reason for having done so. 
The real property tax (sometimes 
called the "real estate m") is the most 
important source of tax rtvenue for 
local jurisdictions in Pennsylvania, 
providing 66 percent of total tax 
collections in 1998 to all governments 
and school districts in the 
Commonwealth (excluding 
Philadelphia). This included 79 
percent of school district tax revenue, 
97 percent of county tax revenue, and 
32 percent of township, borough, and 
city tax revenue. 

Real property taxes generally are 
unpopular with farmers, because the 
d u e  of their business is land-based 
(and thus more subject to the real 
property lax), unlike many other local 
businesses. Because the size of a real 
property tax bill is based on the value 
of the land owned and not the 
amount of money earned on that 
land, it is not based on the 
landowners' ability to pay This can 
create special hardships for farmers 
and others with land but relatively low 
cash flow. 

In response to these concerns. 
Pennsylvania has a major f d a n d  
protection program, Clean and Green, 
which is intended to save farmland by 
reducing taxes on that land. Clean and 
Green bases real property taxes on the 
farm income potential of the land 
rather than on the landk often higher 
market value. All states have 
legislation that lowers real properq 
taxes for farmland. Pennsylvania tax 
assessment rules also exempt certain 
structures on farm, such as silos and 
corn cribs, from taxation. 

Despite the anecdotes and interviews 
with farmers who have quit, there has 
been little direct study of the real 
property tax burden on farms. Some 
farm management experts have 
suggested that if the real property tax 
burden is enough to drive a farm out 
of business, the farm likely was 
suffering deeper financial problems. 

This extension bulletin examines the 
relationship between gross farm 
income and real property taxes in 
Pennsylvania, using results from a 
study commissioned by the 
Pennsylvania Deparlment of 
Agriculture. It is intended to help you 
better understand farming in 
Pennsylvania, local taxes, and the 
impact of real property taxes on farms. 

What Are Pennsvlvania 
Farms Like? 

The number and productivity of 
: Pennsylvania's farm make it the 
I leading agricultural state in the 
j northeaster11 United States. In 1997, 
/ there were 45,457 farms in the 

Commonwealth, with almost 7.2 
milliorr acres of land devoted to 
farming. Cash receipts from al l  crops 
and livestock production were just 
about $4 billion in 1997, exceeding 

1 the next state (New York) by more 
! than $1.1 billion. Farming isan 
/ integral part of Pennsylvania's 
I economy, communities, and history 

Pennsylvania's farms produce a variety 
of crops and animal products. Dairy 
farms produce about 36 percent of 
Pennsylvania's cash receipts from 
farming, while poultry farms 
(including eggs, broilers, and turkeys) 
account for another 19 percent of 
total receipts. Greenhouses, nurseries, 
and mushmom farms produce about 
16 percent of total receipts from 
farming, while beef farms, hog farms, 
and cash grain farms each account for 
6 percent. 

i Farm size varies significantly in 
I Pennsylvania. Almost one-fourth of 
1 the farms (22.6 percent) have less than 

$2.500 in annual sales, while 45.9 
percent have less than $10,000 in 
annual sales. These small farms are 
predominantly part-time or hobby 
farms, and of the approximately 
21,000 such farms, only about 22 

i percent made a profit in 1997 (U.S. 
i Census of Agriculture). Although they 

1 are the most numerous, these small 
farms account for only 7.8 percent of 
the value of annual sales of 
agricultural products. 

About one-third of IJennsylvania 
farms (31.3 percent) have $50,000 or 
more in sales per year. Farms with 
more than $250.000 in annual sales 
account for only 7.1 percent of all 
Pennsylvania farms, yet they produce 
59.4 percent of the total value of 
Pennsylvania's agricultural products. 

How Can Residential 
Developmen8 Affect 
Farmers' Tax Bills? 

Residential development can increase 
farmers' taw bills in two ways. First, 
development can increase the demand 

I for land, raising its price. When the 
I assessed value of that land for tax 
[ purposes is increased because of the 

higher land prices, tax bills will 
increse. Note, however, that assessed 

/ values are changed only during 
/ reassessments, which generally occur 
/ infrequently in Pennsylvania counties. 
/ Except during the year a reassessment 

occurs, rising land prices by 
themselves thus have little direct 

; impact on farm tax b i s .  Second, 
1 development can increase farm taxes if 
i it forces the local government or 

school district to increase spending on 
public services and raise tax rates to 

1 pay for these new expenditures. In 

i Pennsylvania, tax pressures on farms 
i from development usually result from 



a community's need to provide new or 
expanding public services such as 
schools, mads, sewerage, and police. 

Real Property Taxes and 
Farm Income 

Real p ropeq  taxes averaged about 6 
percent of gross farm income in 
Pennsylvania between 1995 and 1999 
(see the Appendix for calculation 
methods). Of this arnount, five 
percent went to school districts, 0.2 
percent went to townships and 
boroughs, and about 0.8 percent to 
county governments. The average 
farm with $10,000 or more in gross 
farm revenue averaged $172,030 in 
gross income during this time period 
(gross farm income includes money 
from the sale of agricultural pmducts, 
rental of agricultural land, and custom 
farm work). These calculations do not 
include other sources of farrn 
household income such as off-farm 
jobs, which are very important to 
many Pennsylvania farrn families. If 
off-farm sources of income were 
included. the percentage of total farm 
household income going to real 
property taxes would be lower than 
the estimates presented here. 

Table 1 illustrates that the impact of 
real property taxes varied across farm 
types in Pennsylvania, (Note that 
these are farms with $10.000 or more 
in annual sales ) Norse fa rm had the 
largest butden, with property taxes 
averaging 15 percent of their gross 
farm income. Poultry farms had the 
smallest burden, with property taxes 
averaging 1.3 percent of their gross 
income. Even though the amount of 
real property tax paid by the average 
poultry farm was larger than that paid 
by the average horse farm ($5,477 
compared to $4,458), the average 
poultry farm's gross income was much 
higher ($745,596 compared to 
$84,408), making the real property 
tax burden relatively smaller. (Note 
that these are averages, so the results 
for any individual farm will vary fmm 
these.) 

Farm with higher gross incomes 
generally faced a smaller relative real 
property tax burden (Table 2). This 
shouldnt be surprising, because the 
real property tax in Pennsylvania is 
based on the value of the land and not 
on the value of the farmer's 
production. (Remember that the real 
property tax is a fixed cost to farmers, 
unaffected by the income of the 
farm-in other words, it is not based 
on the farmer's "ability to pay") Here 
again, because smaller farms are more 
likely to rely on off-farm income, the 
percentage of their household income 
going to the real property tax 
generally will be lower than these 
estimates, which are based solely on 
gross farm income. 

! Because the size and type of 
Pennsylvania's farms vary across 
counties, as do the quantity and 
quality of public services (which affect 

I tax rates), the average proportion of 
i 
1 gross farm income going to the real 
i property tax also varied across 

counties (Table 3). In counties with a 
: high average gross income or Low 

average property tax, this proportion 
tended to be lower. The average farm 
in Bradford Counq, for example, had 
$185,195 in grass income and a 
property tax bill of $2,655, so had a 
proportion of 3 .3  percent. The 
average farm in Elk County, in 
contrast, had a lower property tax bill 
of $2,540 but a much higher ratio of 

: 9.3 percent, because it had only 
$56.056 in gross income. (More 
detailed county-level results are 
available on-line at 
http:Ncax.aers.psu.edu/famtaxes/) 

I It is inleresting to note that there was 
8 no statistical difference between the 
I counties with farms enrolled in Clean 
/ and Green and those without. 

l'here were regional differences in the 
relation between farm income and real 
property taxes (Figure 1 and Table 4). 
Farms in the southeast (Bucks, 
Chester, Delaware, Montgomery, and 
Philadelphia counties) generally had 
the highest average proportion of 
income going to real property taxes. 
This resulted from the generally 
higher real property tax bills in this 
region. Farms in the central and 
northwestern parts of Pennsylvania 
generally faced smaller tax burdens, 
though this varied by farm type. 



Table 1. Average gross farm income.' property taxes paid, and property taxes as a percentage o f  gross farm income, by farm 
type in Pennsylvania (farms with S10,MM or more in farm income). 

Average gross Average property Property taxes as a % Number of 
Farm type farm income taxes  aid o f  aross farm income farms 

-p-pp-p.-p-- 

Animal specialities (e.g., fur-bearing $304,086 $7.248 10.5% 157 
animals, rabbits, bees) 
. .  

B 

Cash grains 0.g.. wheat. corn, soybeans. 15,121 3,743 10.5 2.831 

~. ,.. 
Dairy 185,486 3.819 2.5 8.018 

Fieid crops (e.g.. alfalfa, clover, potatoes) 44,032 2.835 10.6 2,302 

~. ~. ~ ~. 

General crops (crop-based, but less 59.078 3.235 9.0 687 
than 50% of income from any one type 

~~ 

Generai livestock (livestock-based, but 
less than 50% of income from any one 
type) 

~- 
Horses 

.- . .. . . . . 

Mushrooms 
~ - - .. . 

Ornamentals (e.9.. bedding plants, bulbs, 209.427 3,689 5.1 1,197 
flowers, nursery stock) 

1.099 
- .. ~ ~ . 

Poultry (e.9.. eggs. chickens, turkeys) 
... ~ ~ . . . 
Vegetables 576 

'Gross farm income includes market value of sales, farm rent, government payments. and curtom farm work. Does not include non-farm sources of 
household income. 

Summaries were derived by the authon using data coiiected in the 1997 Census of Agriculture by the Nattonal Agr~cultural Statistics Service. United 
States Department of Agriculture. 



Table 2. Average property taxes paid in Pennsylvania as a percentage of gross farm income,' by farm type and gross income 
level (farms with $10,000 or more in farm income). 

Gross farm income 
~~.~ ~ . . ~  .. . . . ~ - 

$25,000- $SO.WM- $100,000- 
Farm type cB25,WO 49,999 99.999 249,999 r5zso.000 

Beef 
- . . 

Cash grains 

Field crops 

...~... .. 

- ~ .  

. ~. ~ - 

. . . . . 

Other livestock 
~ 

'Gross farm income includes market value of sales, farm rent, government payments. and custom farm work. Does not include non-farm sources of 
hausehoM income. 

(U) Data is baaed upon such a small number of farms that release of the information would violate NASS canfidentz4iiy and disclosure wles. 

Summaries were derived by Lhe authors using data collected in the 1997 Census of Agricultum by the National Agricultural Statistics Service, United 
States Department of Agriculture. 





Table 3, continued. 

Average gross Average property Property taxes as a % Number of 
County farm income taxes pafd of gross farm Income farms 

.......... 
Lebanon 

............ 

. . . . . . . . . .  ..... 

Lycomina* 111.495 3.018 7.8 411 

. .~. .- -. --- - -. . 

Montgomery 

Montour 

............ . -. 

Northumberland 189.703 2,938 
. . . . . . . . . .  ...... . . . . . . . .  

Perry* 
-- .... .. 

171.785 3.91 0 
.......... 

Potter* 
~~~. . 

145.903 2.906 4.1 
....................... . . . . . . . . .  ~ .~~ . ~ . ~~ 

Tioga* 129,9 16 421 
. . . . .  

~ 

Union' 155,963 2.928 
. . . . . . . . .  

Venango 
.......... 

Warren' 107.468 2.134 4.1 142 

Washington' 75,680 3,183 

'Gross farm income includes market value of sales. farm rent, government payments, and custom farm work. Does not include nowfarm sources 
of household income. 

+ County had at least one farm participating in Clean and Green. 

Summaries were derived by the authors using data collected in the 1997 Census of Agriculture by the National Agricultural Staust~cs SeMce 
United States Department of Agriculture. 



Figure 1. Pennsylvania counties grouped by region. 

Northwest 
Cameron 
Clarion 
Clearfield 
Crawford 
Elk 
Erie 
Forest 
Jefferson 
Lawrence 
McKean 
Mercer 
Potter 
Venango 
Warren 

Southwest 
Allegheny 
Armstrong 
Beaver 
Butler 
Fayette 
Greene 
Indiana 
Washington 
Westmoreland 

Central 
Bedford 
Blair 
Cambria 
Centre 
Clinton 
Columbia 
Fuiton 
Huntingdon 
Juniata 
Lycoming 
Mifnin 
Montour 
Northumberland 
Snyder 
Somerset 
Union 

Northeast 
Berks 
Bradford 
Carbon 
Lackawanna 

1 Lehigh 
: Luzerne 
: Monroe 
! Northampton 
: Pike 
: Schuylkill 

Sullivan 
i Susquehanna 
1 Tioga 
I Wayne 
/ Wyoming 

Southcentral 
I Adams 
i Cumberland 

I ::%" 
Lancaster 
Lebanon 
Perry 
York 

Southeast 
Bucks 
Chester 
Delaware 
Montgomery 
Ph~ladelph~a 



Table 4. Average property taxes as a percentage of gross farm income,' by region and farm type in Pennsylvania (farms with 
$10.000 or more in farm income). 

Farm type Southeast Northeast Southcentral Central Southwest Northwest 

.... ........... - ............ 

.. . . . . . . . . . .  -. - . .  

. 

..... 

.... 

.. 

(Dl Data is based upon such a small number of farms that release of the infarmation would violatc NASS confidentiaiity and disclosure rules. 

Gross r a m  income includes maiket value of sales, farm rent, government payments. custom farm work. Does not include non-farm sources of 
household income. 

Summaries were derived by the authors using data collected in the 1997 Census of Agriculture by the National Agricultural Statistics Semice. Uniled 
States Department of Agriculture. 



Real Prowrtv Taxes Versus Discussion . - 
Other Farm Expenses 

Statewide, real pmperty taxes averaged 
2.7 percent of total production 
expenses nn all farms with $10,000 or 
rriore in annual sales (Table 5). Feed 
for livestock and poultry was the 
largest single production expense, 
accounting for about one-third of 
total farrn expenses. Other large 
expenses included hired farm labor 
(12.2 percent), livestock and poultry 
purchased (9.6 percent), and repair 
and maintenance expenses (9.6 
percent). Real property taxes were 
higher than cash rents (2.6 percent), 
electricity (2.5 percent), agricultural 
chemicals (2.5 percent), custom work 
and machinery hire (1.3 percent), and 
contract labor (0.9 percent). 

These results suegest several 
important implications about the real 
property tax and farming in 
Pennsylvania. Farm types with less 
farm-based income tend to pay 
proportionally more in real property 
tax than do farms with greater farm 
income. This occurs because the 
amount farmers owe in real property 

I 
tax is based on the value of their land. 

i rather than on the amount of income 
I they can generate on that land. When 

all sources of household income such 
as off-farm jobs are considered, 
however, the differences are likely to 
level out somewhat because smaller 
farms tend to earn a higher percentage 
of their income from off-farm sources, I 

i I 

I 
i Table 5. Farm production expenses in Pennsylvania (farms with $10.000 or more in j annual sales). 

. . . . . . .  

lntcrcst 
. ........ .. 

Commercial fertilizer 
...... . 

-. -. .. 

. . . . . . . . .  
~ - 

...... 

Contract labor 

The results suggest that the real 
propetty tax is more burdensome to 
farmers in some counties than in 
others. Also, although property taxes 
can be significant for some farms, they 
generally are not large relative to other 
farm expenses. It is important to note 
that the real properly tax is a business 
expense for farms, deductible from 
self-employment and income taxes. It 
is not subject to federal, state, and 
local income tax. 

It also is important to recognize that 
the analysis in this bulletin is based on 
averages. Individual farms may have 
gross farm incomes and tax bills that 
are higher or lower than these 
averages, and they may he affected 
very differently by the real property 
tax. In addition, the analysis focuses 
on gross h r m  income, not net farm 
income (which includes the impact of 
real property taxes on farm profits). 
Calculating the impact of property 
taxes on net farm income was not 
possible because of data limitations in 
the 1997 Census of Agriculture. 



t 

Appendix: Calculation ' References 

The information in Tables 1 through 
4 was calculated using individual 
farm-level data reported by 
Pennsylvania farmers in the 1997 U.S. 
Census of Agriculture, cornbined with 
a five-year average of yield and price 
information fmm Pennsylvania. A 
five-year average was used to even out 
seasonal fluctuations caused by 
weather and market conditions. The 
farm-level estimates included separate 
calculations for all principal 
commodities produced in 
Pennsylvania including 16 grains and 
oilseeds. 13 vegetables, 13 fruits, and 
10 types of livestock and poultry 
These calculations were made for each 
individual farm, and then the farm- 
specific results were averaged at the 
county, region, and state levels. 

Because the analysis was conducted 
using primary farm-level data from 
the Census, which is subject to 
confidentiality concerns, the 
researchers conducted the analysis 
under special authorization at the 
National Agricultural Statistics Service 
(NASS) data lab in Washington. D.C. 
Any interpretations and conclusions 
derived from the data represent the 
author's views and not necessarily 
those of NASS. Farms with less than 
$10,000 in annual sales were omitted 
from the analysis. 

The result.! include taxes paid on the 
farmeis home, which often are 
difficult to separate from taxes on the 
farm operation itself. Because farm 
homes are included, the proportions 
calculated here are not directly 
comparable to the amount paid by 
other businesses in which the owner 
lives off the business location. 

Kelsey 1: W. and K. Kreahling. 
Farmland Pmervalion in Pennsylvania: 
The Impact of 'Clean and faen" on 
Local Governments and Taxpayen. 
Extension Circular 4 11. University 
Park, PA: Penn State Cooperative 
Extension. 1994. 

I: S D e l s ~ r r ~ ~ ~ c r ~ r  of ,\gr~culr~ur 
Naticnal Agriculruial %ar:stic~ 
Service. 1997 Census of~~ricu/ture; 
Geographic h a  Series. Pennsylvania 
State and County Data. Washington, 
D.C.: Government Printing Office. 



Prepared by Timothy W Kelsey and 
Jaysun K. Harper, associate professors 
of agriculhlral economics, with 
financial support from the 
Pennsylvania Department of 
Agriculture. 

Summaries were derived using data 
collected in h e  1997 Census of 
Agriculture by the National 
Agricultural Statistics Service. United 
States Departmellt of Agriculture. Any 
interpretations and conclusions 
derived from the data represent the 
authori views and not riecessarily 
those of NASS. 

Visit R n n  State's Colleee of Agricuiturai Sciencm or 
the Mkb: h t fp : ! i~w,ca~ .pn~ .edu  

R n n  Staa Coliege of Agricultural Scicncn mearch, 
externion, and wldenr erlucation propidm ilie fundcd 
in pan by Rnrqlvanla counties. tile Cammonwcalth 
oiPeanvlmnia, and rhe U S .  Depaitmmr of 
Apiculture. 

This publication is available from the Pubiicatlonr 
I ) l ? : . ? l u l m ~ ~ ~ t . , ~ n  Ihc Pmnni ,ah iSs . r  c:l\t:r? 
112 A~,w<~!!,cra ?h!x:r ,t-zu,:r# d .  lk>.r~ l'c.,.e.:;:q 
h 6  ?.\ 1!8W; Fui .I !,rn.~!.onieli)n~,v d : 4  Ht: 
671: 

k u e d  in furtherance of Cooperariw Enendon Work. 
Actr OfCongress May 8 andlunc30. 1914, in 
cooperatinti wilh riw: U S. Lkpaitment of A~icuiture 
and rite Pennhylvania Lf@taturc. T R. Alter. Dlrertni 
of CoaperaUve Extenrion.7he Penlnyluania State 
UniveNty 

T h i s  p ~ ~ b l i c a t i o n  is available i n  alternative 
media o n  request. 

The hnnqivanla Srate University ir commlrted to tlie 
poiicy that all p o m  shall have equal awes to 
pmgamr, faci l lu~,  a d m i a n ,  and mnpioyrnent 
without regard lo penanal characterktiec not relatedto 
zbiaty, ppeiioimance. or q~~aiincarions a datermlncd by 
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The different land uses in a community have major implications for local 
governments. Land uses affect the types of services residents demand and 
which local governments must provide, and impact the tax base from which local 
governments raise their revenue. 

This paper presents the results from a land use and community service study 
conducted in Antrim Township (Franklin County), which investigated the 
relationship between land uses and local government expenditures and revenues. 
It compares the local government and school district revenues provided by 
different land uses with the cost of providing services to those land uses. 

The study followed the methodology of similar studies by the American Farmland 
Trust. Four land uses were considered: Residential land, Industrial land, 
Commercial land, and Agricultural land The definitions follow Pennsylvania tax 
assessment conventions, with one exception The buildings and homes on farms 
(the homestead) were treated as residential properties. Land without buildings 
on farms was categorized as Agricultural land This was done to make the study 
consistent with the earlier American Farmland Trust studies. 

Township and school district finances were examined in the analysis. These 
included Antrim Township and the Greencastle-Antrim School Distrid. 

STUDY METHODS 

The ratios between local government revenues and expenditures for each land 
use were calculated by breaking down the township and school district budgets 
for 2005 by the land uses providing the revenue or using the services. 

Real property taxes were broken 
down using Franklin County Tax FarmIOpen 
Assessment Oftice records, Splitting Industrial 2 6% 

the assessed value of farm 
properties into the value of the land commercia, 
and of the buildings.. The values of 13 4% 

the farm homesteads were added to 
the residential component of the tax 
base (see Figure I). 

Figure 1 Share of Real Property Tax Base in Antrim Township 



The earned income tax is by far the most important local tax for the Antrim 
Township government, providing nearly three out of every five local tax dollars. 
The real estate transfer tax provides a prominent 27% of all revenue The real 
property tax only provides 10 7% of all revenue The per capita, EMSLOPT, and 
amlisement taxes provide a combined 4 5% of the township's revenue (see 
Figure 2) 

These tax revenues were broken 
down by the land type providing 
them. Non-tax revenues which 
could noi be connected to specific 
land uses were allocated by using 

R0.l sat=ts 
---trPn.IIIl  ,ax the percentages from all taxes as a 

2 7 0 %  default (see Figure 3). Because 
the township government relies 
very heavily upon the earned 

P ~ r c a p l t * t n x  income tax, which is paid by 
2.0% 

residential land, a large porb'on of 
Flgure 2 Sources of Antrim Township Tax Revenue local tax revenue from such 

land. 

Farmlopun Land 
Indu,frhl 

3.3% \ 1,w 

Figure 3 Antrim Township local tax revenues by 
land use 

Township spending was allocated 
to land uses when possible, 
otherwise they were broken down 
using the percentages from all 
revenue as a default Because 
most townstip expendiiures were 
not specific to land uses, most 
expenditures were allocated by this 
default.. 

Farmlopen Land 
24% 1 

Industrial I 

School district revenues specific to Antrim 
Township were broken down in a similar 
manner (see Figure 4). All school 
expenditures were allocated to residential 
land 

77 9% 

Figure 4 Greencastle-Antrim school district tax 
revenues for Antrim Township, by land use 



RESULTS 

The results of the study show that different land uses in Antrim Township have 
dissimilar impacts on local government finances From the perspective of 
taxpayers who live in Antrim Township (who receive services from and pay taxes 
to the township government and the school district), residential land (including 
farm residences) requires more in services than it contributes in revenues 

For every dollar of revenue that residential land contributes to Antrim Township 
and the Greencastle-Antrim School District, it costs $1.03 to provide services to 
residential land Commercial and agricultural land provide more in local 
government revenue than they demand. For every dollar of revenue ag~icultural 
land contributes, for example, it only costs $0.07 to provide services to that land 
Commercial and agricultural land thus help subsidize the needs of residential 
land. The ratios of revenue to expenditures in Antrim Township illustrate this 
(see Table 1). 

Table 1. Cost of Cornmunily Service Ratios by Land Use, Antrirn Township 

- 
Revenues: 
Expenditures 

Residential 

1 : 1 0 3  

Commercial 

1 : 0.43 

Industrial 

1 : 0.18 

Agricultural 

1 : 0.07 



These results are consistent with those from similar studies in Adams County, 
Bucks County, Lebanon County, Perry County, and Potter County (see Table 2) 

Table 2 Cost of Cornmunib Service Ratios, Pennsylvania Communities 



The results are also consistent with studies in other states These include 
studies in Connecticut, Massachusetts, and New York (see Table 3) 

Table 3 Summary of Ratios from Other Studies 

Much of this result occurs because school related 
revenues and expenditures far outweigh township 
government revenues and expenditures in the 
township (see Figure 5). From local taxpayers' 
perspective, schools have a much greater impact on 
their taxes. All land uses contribute revenue to the 
school district, even though all school district 
expenses are directly related to residential land Figure 5 Proportion of local spending in 

Antrim Township 

IMPLICATIONS 

1. lrnplic-ations for Arttrim Township 

Antrirn Township has been experiencing growth pressures which impad the type 
and quantity of services it must provide residents Residential land can require 
extensive service infrastructure, such as sewer and water lines. It also 
contributes to school tax expenses by increasing the number of children enrolled 
in the public schools. 

Agricultural and open land can play an important role in local land uses Farms 
provide employment, livelihood, recreation, and quality food to residents Such 
land, through the scenic views it often provides, helps create the aesthetic nature 



of a community and a link to the community's cultural heritage The results of 
this study also suggest that agricultural and open land provide fiscal benefits to 
the community by providing tax and other revenues without also making large 
(and costly) demands on services. 

The results also demonstrate the advantage of having a wide tax base, with a 
variety of different land types. Without agricultural, commercial, and industrial 
land types, it would be more difficult to generate the revenues necessary to 
provide services to residential land. 

2. Implications for Local Taxpayers 

School finances have the largest impact upon taxpayers in Antrim Township 
The size of Antrim Township's portion of the GreencastleAntrim Schwl District 
budget far outweighs the size of the Antrim Township government budget. 
Despite the large role residential land plays in the tax base, other land uses end 
up contributing towards school expenses. 

Agricultuml land provides clear economic benefits to all residents of the township 
by providing more in revenue than it requires in local expenditures Agricultural 
land in Antrirn Township, for example, provided approximately $243,4853 in real 
property taxes towards school district expenses. This is above and beyond the 
property taxes farmers paid for their buildings and homes. 

If growth must occur and farm land must be lost, commercial and industrial 
development have a potentially beneficial impact on the tax base as long as they 
do not dramatically raise the demand for s e ~ c e s .  The large assessed valuation 
increases from such development can expand property tax revenues, potentially 
paying for any new service demands.. 

This is in strong contrast to residential development, which in general does not 
pay for itself. Bemuse of the potential increases in school expenses, all land 
uses can end up paying for this growth. 



APPENDIX 

Table 4 Calculation of Cost of Community Service Ratios, Antrim Township (township 
government and township's share of school district) 

Total Residential Commercial Industrial 

$2.378.078 $2,110,398 $166,738 $78,606 

neral Fund Municipal $745.482 $674,360 $45.453 $19,783 

$6,031,655 $4,102,631 $1,667,164 $298,071 

$17,781,225 $13,855.457 $2,262,280 $1,231,168 
$26,937,44'1 $20,742,846 $4,142,235 $1,627,628 

I( Expenditures 11 
$1,946.742 $1,761,469 $116,199 $53,256 $15.81 

pecial Fund Municipal $5,656,476 $3,770,955 $1354,655 $236,686 $16,41 

~c.7001 Distiict Expenditures $15,732,036 $15,732,036 $0 $0 
Total expenditures $23,335,254 821,272,461 $1,170,854 $289,942 

Ratios I : 0.87 I : 1.03 1 : 0.43 I : 0.18 -I : 0.07 


