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Introduction

Property taxes are a major source of revenue for government, particularly for local government. In
201213, local government property taxes in Georgia were 65.1 percent of total local taxes, up from
63.4 percent in 20006. There are frequent calls to change the property tax system in Georgia and to
reduce property taxes. To provide context and background on this issue, this report presents data on
property taxes in Georgia over a 3gear period, from 1980 to 2014. We caider the growth in the

property tax base and property tax revenue, how the tax base varies by county, how the composition of
the tax base has changed over time, and property taxes by type of government. The data sources are
described in Appendix A. This an update to a similar report published in 2008.

Property Tax Base

In this section, we trace the growth of the property tax base since 1980. The property tax base
reported here is the base for the state property tax, net of exemptions. Because locadrgognts
provide exemptions such as homestead exemptions and Freeport exemptions that differ from those
allowed for state property tax purposes, the aggregate of local property tax digests will not equal the
state property tax base.

Over the period 1980 ¢ 2014, the total property tax base increased 7.63 fold, or at a compound annual
increase of 6.98 perceatThe property tax base reached its peak in 2008, and then declined each year
until 2014 due to the effects of the Great Recession. Prior to 2008pityear did the property tax base
decline, but the base fell five times after 2008. Figure 1 illustrates this trend in the total state property
tax base, both in nominal and real (inflation adjusted) terms (1980 dollars), and Figure 2 shows the
annual grouh rates for eacl¥.(The underlying data for the figures are contained in Appendix Tables A
and A2.)

For the period 1982008, prior to the Great Recession, the actual (nominal) property tax base
increased 8.97 fold, or by an annual average compoungtgrrate of 8.15 percent. Over this period,

the annual growth rates ranged from a low of 0.33 percent (for 1992) to 14.11 percent (for 1987). The
growth rate for the 1980s was greater than for the rest of the study period. The annual average
compound growh rate was 10.29 percent during the 1980s, but 6.98 percent for the period 1990
through 2008. The Great Recession had a substantial impact on the property tax base. Between 2008
and 2013, it declined by a total of 17.4 percent, before increasing betw@&khéhd 2014 by 2.94

percent.

1 Sjoquist, Dwaid L. (2008)By the Numbers: Property Taxes in GeBRfaReport 180. Atlanta, GA: Fiscal Research Center,
Andrew Young School of Policy Studies, Georgia State University. Available at:
cslf.gsu.edu/files/2014/06/by_the_numbers_property taxes_in_georgia.pdf

2 Note that a two-fold increase means that the amount doubled, or increased by 100 percent.
30Nomi nal termsdé means theraeaf uaér me @ omadmsied valach @ ei, nfwhatr ieas
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As Figure 2 shows, the variation in annual growth rates was much greater for the first 14 years of the
period (19801993) than the next 20 years (192014). The period since 2008 has seen not only
decreases in the propertyak base but also sizable differences in annual percentage changes.

The growth in the tax digest can be attributed to general inflation, economic growth that results in new
real and personal property, increases in property value in excess of inflatiotegisldtive changes to

the basé.In addition, the growth of the tax digest in any particular year is dependent on whether tax
assessors have reassessed property. We can sort out some of these factors, in particular the effect of
inflation and economic gwath.

Figure 1. Georgia Net Property Tax Base
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4 Tax digest is the common term used for property tax base.
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Figure 2. Growth in Georgia Property Net Tax Base
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The effect of inflation can be seen by comparing the nominal and real tax digests in Figure 1. Between
1980 and 2008, the real property tax base increaeth fold, or at an annual average compound

growth rate of 3.68 percent. The growth rate of the real property tax base slowed over the period; the
annual average compound growth rate was 4.75 percent for the 1980s, 3.39 percent for the 1990s, and
2.70 perent for 2000 through 2008. Between 2008 and 2014, the real property tax base decreased by
24.1 percent. In 2014, the real property tax base was only 27.4 percent of the nominal tax base. Thus,
for the entire period, inflation accounted for 83.6 percenttbé increase in the property tax base.

Population growth is one way of measuring economic growth. We are patrticularly interested in whether
the growth in the property tax digest kept up with population growth. To account for population

growth, we considethe tax digest per capita. Figure 3 presents the state net property tax base per
capita, both in nominal and real terms, while Figure 4 presents annual growth rates. The two graphs

look very similar to figures 1 and 2. For the entire period, the tax basecapita increased 4.14 fold.

Before the Great Recession, the nominal property tax base per capita rose from $7,170 in 1980 to
$36,944 in 2008, a 5.17 fold increase. The average annual compound growth rate was 6.05 percent, with
a somewhat larger growthate for the 1980s. Between 2008 and 2013, the property tax base per capita
decreased by 21.4 percent, before increasing by 1.90 percent in 2014.

We can combine the effects of inflation and population growth by considering the real property tax base
per caita. Over the 1982014 period, the real property tax base per capita increased a total of 13.4
percent, from $7,140 to $8,095 (Figure 3). The real property tax base per capita peaked in 2006 at
$11,750, a 64.6 percent increase over the 1980 value. mbigase in the real tax base per capita is due
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to such factors as larger home sizes and a switch in industrial composition fromitabosive to more
capitalintensive businesses, as well as growth in land and construction prices that exceeded inflation.

As seen in Figure 4, prior to the Great Recession the annual growth rate of the real tax digest per capita
ranged from a low 0f6.19 percent (in 1992) to a high of 7.9 percent (in 1986). While the growth rates
fluctuated over the period 19892, they dotrend downward. The growth rate of real per capita

property tax base was negative from 2008; over the period 2004.4, real per capita property tax

base fell by 31.1 percent.

Figure 3. Georgia Net State Property Tax Base Per Capita
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Figure 4. Growth in Tax Base Per Capita
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We next examine how much of the increase in the nominal digest was necessary to just maintain the
same real (inflatioladjusted) digest per capita. To maintain the same digest per capita in 2014 as in
1980, the nominal digest woulthve had to increase by $224.3 billion, which is 86.4 percent of the
increase in the nominal digest. Thus, only 13.6 percent of the increase in the nominal digest is over and
above the amount necessary to maintain the same real property tax base per. capita

Another way of accounting for the effect of the increase in economic activity and inflation is to use the
growth in personal income. Increases in income are associated with increases in total employment, in
wage rates (due in part to inflation), andagnonomic returns to capital and land. The property tax base

per $1,000 of income is presented in Figure 5, and Figure 6 shows the annual growth rates. Between
1980 and 2014, the property tax base per $1,000 of income dropped from $835 to $759, a 9.1 {percen
decrease. (To the extent that wage rates rose faster than inflation and employment increased faster than
population, we would expect that the increase in the tax digest per $1,000 of income would be smaller
than the increase in the real tax digest pepita, which is what we observe.) The annual average
compound growth rate was0.28 percent.

The ratio of tax base to income was relatively flat between 1980 and 2000, increased between 2000 and
2009, and then decreased thereafter. Between 1980 and 2B8(@roperty tax base per $1,000 of

personal income ranged between $791 and $920. That ratio then increased, reaching $1,056 in 2009. It
has decreased every year since, reaching $759 in 2014.
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Figure 5. Georgia Property Tax Base Per $1000 of Income
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Property Tax Base by Components

This section examines the distribution of the gross property tax base by its components and how that
distribution has changed over the past eight years. We report the gross digesthe base before any
exemptions such as homestead exemptions or Freeport exemptions are subtracted, because it is not
possible to assign all exemptions to the appropriate property categories. In 2007, residential property
was the largest single companteof the gross property tax base (Table 1), accounting for 54.8 percent

of the base. Residential property includes all land that is utilized, or best suited to be utilized, as a single
family home site, plus any house or structure and other improvementthe land. It includes both
owner-occupied and rental housing as well as duplexes and triplexes. Homes that are located on farms
are included in the agricultural category. The second largest category of property is commercial
property, which was 22.2 peent of the gross digest in 2007. Commercial property includes all real and
personal property for businesses at both the wholesale and retail levels as well as multifamily dwellings
with four or more units. The other categories in Table 1 each accountdes than 10 percent of the
property tax base. Miscellaneous includes all of the categories that comprise less than 1 percent of the
gross tax digest.

Between 2007 and 2014, the total nominal gross digest decreased by 3.9 percent, with the residential,
agiicultural and motor vehicle components declining and the conservation, commercial, utility and
miscellaneous components increasing. These latter components had an increase in their share of the
gross digest. The last column of Table 1 shows that the daglidigests were large enough to generate

a declining total gross digest between 2007 and 2014. The sharpest decline was to the agricultural digest
at 3.9 percent per year, and the residential digest declined by over $21 billion in value. Residential
property decreased from 54.8 percent to 51.0 percent of the gross property tax base.

Table 1. Gross State Proper ty Tax Base by Components Digest

2007 2014 COA%T\I%’\AENT
GROWTH
COMPONENT VALUE SHARE VALUE SHARE RATE
Residential $204,755,657,354 54.8% $182,956,476,839 51.0% -1.60%
Agricultural $13,275,004,777 3.6% $10,059,511,354 2.8% -3.88%
Conservation Use $11,403,223,872 3.1% $12,741,078,218 3.6% 1.60%
Commercial $82,962,501,498 22.2% $89,077,170,523 24.8% 1.02%
Industrial $23,542,028,082 6.3% $24,979,732,005 7.0% 0.85%
Utility $11,962,960,904 3.2% $14,438,855,807 4.0% 2.72%
Motor Vehicle $22,529,507,106 6.0% $20,626,442,765 5.7% -1.25%
Miscellaneous $2,913,045,560 0.8% $3,888,060,126 1.1% 4.21%
Total Gross Digest $373,343,929,153 $358,767,327 %7 -0.57%
Georgiads Property Taxes by the Numbers frc.gsu.edu
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Appendix Table A shows the state gross tax digest by county for 2007 and 2014. The percentage of

the gross digest that is residential varies substantially by county (see last column). In 2014, only 8.7
percent of Bur ke w&loesidentigl,Gvheregsr79.5percedtiwgsaitdity. At the other
extreme is Towns County, for which 79.2 percent of the 2014 gross digest was residential. In general,
the percentage residential is greater in urban counties. For example, of the 10 courttiesAtlanta

Regional Commission planning district, eight have a percentage residential exceeding 50 percent (Fulton
and Clayton are the two exceptions.).

Only the gross state digest has been discussed so far during this section, but the actual property

base equals the gross digest less exemptions. Total exemptions from the state digest were $40.6 billion
for 2007 and $60 billion for 2014, an increase of 47.7 percent. As a share of the gross digest,
exemptions increased from 10.9 percent in 2007 to7lpercent in 2014. This increase is due, at least in
part, to the rise in the number of homestead exemptions taken and to the increase in the types of state
homestead exemptions that are allowed.

Property Tax Base by County

We now turn to a discussion afiow the state gross property tax base and the state gross property tax
base per capita vary across the state. Appendix Tabbeptesents the data by county. Maps 1 and 2

show the geographic distribution of the state gross tax digest per capita for 2aD2@il4, respectively,

and Map 3 presents the distribution of the percentage change. Higher gross digest values were located in
the northern parts of the state in 2007 but were less concentrated in particular parts of the state in

2014. Per capita propertiax digests declined in most areas of the state between 2007 and 2014,
particularly in the metreAtlanta suburban counties. Growing per capita property tax bases occurred in

the southern and more rural areas of the state.

Across the state, counties vadesubstantially in their gross digest per capita and percentage change

over the period 2007 to 2014. In 2007, Greene County had the highest gross digest per capita at
$110,693. Rabun County and Towns County were second and third at $99,772 and $88,947,
respectively. In 2007, Chattahoochee County had the lowest gross digest per capita value. In 2007, the
ratio of the highest to the lowest gross tax digest per capita was 15.4 to 1. In 2014, Burke County had
the highest gross digest per capita at $119,527uRamd Greene were second and third at $100,439

and $93,804, respectively. In 2014, Chattahoochee still had the lowest per capita gross digest and Long
County had the second lowest. In 2014, the ratio of the highest to the lowest grgestper capita

was 20.6 to 1.

Over the period 2007 to 2014, four counties had an increase in their gross digest per capita of more

than 50 percent: Twiggs County at 82.4 percent, Madison County at 76.2 percent, Brooks County at

55.2 percent and Burke County at 52.4 percelrbr Wayne County, data for 2014 are not available.
Between 2007 and 2013, that county saw a 54.3 percent increase in its gross digest per capita. Eighty
seven counties experienced a decrease in gross value per capita from 2007 to 2014 due to the collapse
in housing values related to the Great Recession, and 13 of these saw a decline of more than 25 percent.

5 The tenAtlanta Regional Commission planning distaie: Cherokee, Clayton, Cobb, DeKalb, Douglas, Fayette, Fulton,
Gwinnett, Henry and Rockdaleounties
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Map 3. Percentage Change in State Gross Tax Dige st per Capita, 2007 -2014
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