











Table 2, Distribution of bona fide sales, by size groups and taxing distriects (ache County..

—
——

All

Paxing District ! groups  Below.  §500-  $1000- - $I500- - J2000- - $2500= - 00= - 00

' $499 $999 1499 1999 2499 - 3499 - 4499 & over
Total - 788 189 177 119 86 62 67 23 55
Avon & Paradise 46 9 6 4 9 4 13 1 -
Hyrum : 97 36 19 18 12 5 5 i} 1
Millville & Nibley 35 16 5 3 3 4 - - 4
Providence & River . '

Heights 48 14 12 7 4 2 5 2 2
logan : K& 15 21 12 10 6 4 4
North Logen and

Hyde Park 71 13 26 6 10 7 S -
Smithfield ' 67 18 14 11 9 S 5 1
Richmond & Cove 37 10 10 6 1 1 -
Wellsville 61 14 9 13 2 8 6 6
Mendon, Petersboro

and Benson 32 g 7 4 3 1 2 1 5
Lewiston 85 7 11 17 9 7 7 4 13
Trenton 48 9 10 6 3 5 8 2 5
Clarkston & Cornish 2l 9 5 1 - 2 - 1 3
Newton & Amalgsa 36 8 12 5 4 - 2
College 27 2 10 6 1 1 2
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Inegualities Between Large and Small Properties. There is a general

tendency in Ceche Qounty to assess small pieces of improved farm land at
a higher per cemt of the full cash valuel of sueh properties than fhe-lar-
ger properties of improved farm land. Consequently, owners of small
pieces of property are required to pay & higher tax, in proportion to
the full cash value of their properties, than are the owners of large
properties, This is shown in table 3 and figure 1, which give thg
average assessed valuation in per cent of sales price over a period of
10 years,

The average assessed valueb ion of improved farm land, together with

the improvements appertaining thereto, was 57.50 per cent of the sale price.

l., Sales price and full cash value are considered synonymous in this re«
port. Full cash value has besn defined by the courts as the price
that a piece of property would bring at a voluntary sale, where the
owner is ready, able, and willing to sell but not compelled to, and
the buyer is ready, willing, and able to buy, but not foreced to. It
is assumed the bona fide transactions approasch these conditions;
while it is admitted that the price paid for a piece of real sstate
in any given trensaction can be nothing more or less then the ex-
pression in terms of money of the Judgment of two interested parties
as to the value of that property to themselves; also that any two
other interests could as properly, and more often than do not do, agree
upon sm entirely different figure for the same piece of property.
Further, when two parties agree between themselves to buy and sell
it does not follow that ths Jjudgment of both, even though not affected
by any other extraneous matters, is infallible as to the justified
velue of that particular piece of property. However, variations in
Judgment of numerous buyers and sellers should tend to equalize each
other, so that the true market value of land should be evident.

To verify the results of using sales price as the true market value

or full cash value, appraisals were obtained which were used for

the purpose of meking loans on a limited number of parcels included

in these data., Although the ratio of assessed value to sppraised
value was higher than the ratio of assessed value to sales price,

that was to be expected, inasmuch as these appraisals are a rather
conservative estimate of the properties! true value. The same general
tendency to over-assess small propserties and to under-assess large
properties was evident,
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The smallest sivze group considered shows an average ratio of assessed valua-
tion to full cash value of 72.33 per cent, whereas, for the largest parcels
of real estate the ratio of assessed valustion to full cash value was

49,08 per cent, or an average difference. between the large properties

and the small properties of 23.25 per cent.

The Effect of Improvements Upon Assessment Retios. Inasmuch as the

majority of the farm buildings of the farm units in Cache Gounty lie in-
side of incorporated town limits, end since data used were so selected
that none of this property appeered in the ssmple, the majority of the
parcels of lend had no improvements appertaining-to them. However, a
number of parcels (ié5) , G1d have improvements upon them, It is probable
thet perhaps the improvements on the smell pieces of property could be
responsible for this difference in ratios of assessed valuation between
s8ize groups; since improvements represent a sméller per cent of the ag-
gregate sale price of the items of farm real estate in_the larger size
groups, and since the State Tax Commission has recently éompleted the re-
valuation and equalization of improvements in Cache Gounty.

The exact amount to which improvements are assessed at a di ffereni
ratio to sales price cannot be shown statistically because separate seles
of improvements and land seldom occur. However, it is possible to compare -
the ratio of assessed value to sales price between properties with improve-
ments and properties without improvements.

‘I‘he same general tendency to assess small parcels of property at a
higher per cent of the full cesh value than the larger properties is
evident when only properties with fixed improvements are considered,

There is, however, an accentuation of this ratio between the two smallest-

size groups and the two 1argést-size groups with a leveling out or
equalization of the middle-size groups. This is shown in table 3 and




figure 2, which give the average assessed valuation in per cent of sales

priece for each of these classifications.

Table 3. Assessed valuation of improved farm land as per ceut of sales
price in Cache County, by size groups, for 1l0-year period, 1930-1939.

A —————————

é;;e Weighted average of Improved farm land
@Groups columns 3 and 4 With improvements Without improv?t,
- (1) (2) (3) (4)
Aversage 57«50 56.64 58.51
Below

$ 500 72.33 , (a) 70.98

500~ T .
999 66.51 70.08 63.83

. - L00U=

1499 62.89 65.00 60,47

1500~

1999 60.63 63.06 58.21

2000~

2499 ‘ 59.26 63.00 56.50

2500~

3499 58.25 61.15 55,00

3500=

4499 55,00 55433 53.43

4500 &

over 49,08 49,02 50.02

(a) There was an insufficient number of parcels of property im this
class to compute a relisble average.




PER CENT

70

65

60

55

50

45

LA NE AND (IMPROVEMENTS

LAND WITHOUT |

/ r—— —
IMPROVEMENTS

$ 1000

$ 2000 $ 30

00 . $4000

SiZE

3 5000 -3 6000 $ 7000

FIGURE 2 _ THE EFFECT OF IMPROVEMENTS UPON THE RATIO OF ASSESSED VALUE TO SALES PRICE




51

From inspection of the foregoing chart and table it is evident that
properties with improvements are assessed at a higher ratio to true value
than are properties without improvements. This is probably due to the
reappraisal and equallization of improvements which the Tax Commission
has been sponsoring. But it should be remembered that the law requires
thet all property be assessed at full cash value or at a uniform ratio
to full cash value., No place in the law can be found that permits a dif-
ferent rate for land than for improvements, nor can there be found permission
to assess land with improvements at a rate different from that used for
land w:l.thoutr improvements,

Likewise, the assessment of land separately from the improvemsmts
appertaining thereto is untenable. This method of assessing property
is unteﬁable in that the separation of the component parts of ap economie
unit oceurs without regard to .’che proportion each pleys in producing an
income to the property owner. It stands to reason that since inecome
property, vconsist‘ing of ;and and Improvements, is an entirety in produc-
ing benefits to the property owner in the form of net earnings upon which
rest the value of the entire property, it should be taken as a whole, and
not in the fractional parts added -together, to derive the total value,

Probasble Reasons for Weras'sessmnt of Small Properties., Although

it is diffieult to find and measure specific reasons for this apparent over-
assessment of small properties, whén compared with the assessment ratio

of hfgq; properties, a number of possibilities should be considered. The
‘possibility of discrimination between property owners for political

reasons could possibly explain some of the difference in ratios of asseéa-
ment. The State Tax Commission found that this was one of the reasons for

dispartitiea occurring between rates of assessment for improvements, but

the examination of the deta used has failed to reveal that this was a




probable cause for disparities between rates of assessment for famm
lands, It is admitted that the individual owner of large properties is
apt to have more politicel prestige and politicel power than the in-
dividuel owner of small properties. Hoﬁever, it is possibﬁ.e that other
factors could be responsible for this apparent political fLmritism.
The possible factors could be (1) the greater impressiveneéa of large
nurbers, and (2) the aggravetion of disparities through blanket cha#ges
of the assessed valuation,

The general under-assessment of large properties could be possibly
due to a proportionately greater impressiveness of large nuxbers, .For
example, assume two pieces of farm land, differing in size but located
in the same taxing distriet, end owned by dirferenf taxpayers, Assume .
further that the one parcel was assessed é‘t; #250.00 while the other par-
cel was. assessed at $5,000.,00., Suppose still further, that when the
assessment for the next year is made, that it is necessary forr ‘a 15 per
cent increase in the as~sessed veluations to be made. An increase in the
assessed valuet ion of $5't".50 on the small piece of property is not as
likely to meke as mmch impression on either the mind of the assessor or
the taxpayer as will the $750.00 increase on the larger piece., The as-
sessgor may make his assessmenfs with the best intention to assess all
property uniformily, but, because of the greater impresgiveness of large
nunmbers, he may hesitate to make as a proportionately large increase in
the assessed valuation of the 1§rge properties than in the assessed val-~
uation of the all;;ller properties,

When these two texpayers receive their motices of lvaluation, the
owner of the large piece 18 more apt to complain to the assewsor and/or

county board of equalization for the impressiveness of large numbers
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applies equally well to the property owner es to the assessor. An increase
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of $750.00 in assessed valuation will exert a greater influence in the
taxpayer's mind then will an increase of $37.50, éven though the increase
in asssessed value on the larger piece is in direct proportion to the
increase on the smaller piece,

Likewise, when the taxes are computed, the large property owner is
more apt to complain than is the small property owner. Suppose that in
this texing distriet the mill levy were 30 mills per thousand dollars of
valuation, The increase gn the amount of texes that each is required to
pay is $1.03 for the smali property owner and $22,50 for the large pro-
perty owner. It may not be profitable for the smasll property owner to
meke a trip to the county seat and meet with the board of equalization;
but if the large property owner could obtain a reduction in the assessed
valuation of his property, he could profitably meke such a trip. Thus
the small property owner is more liable to suffer a disadvantage silently
and perhaps unknowinglye.

Assuem that the Tex Commission, upon the examination of the rates
of essessment in this particular taxing district, found that the type of
property under which these two parcels would fall was under-assessed
when compared with the assessmenis of other types of properties in this
taxing district and throughout the state. Assume further that the =mall
piece of property was assessed 70 per cent of its full cash value and
that the large piece of prbperty was assessed at 30 per cent of its full
cash vaelue; and that the fax Cormission ordered a bianket r;aise in the
assessed valuations of the type of property to which these two belong.
The effect would be to aggravate the disparities between the assessment
i-atios of these two properties. The new assessed valuations for these
two properties would be 77 per cent of the full cash value for the smaller

piece and 33 per cent of the full cash value for the larger piece. Or the
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disparities between the assdssment ratios would be aggravated by 4 per

cent between these twd properties.

Consequences _gf_ Qver Assessment of Small Properties. As a consequence

of the higher rate of assfessment ratio for small pareels of improved
farm land, they are raquﬁed to bear a portion of the téxes which the law
intends to be borne by the larger parcels of property. In other words,
the owners of small parceis of real estate are required to pay pert of
the taxes which should be paid by the owners of largé parcels of pro-
perty. Tables 4 and 5 show, in per cent, ‘the excess taxes which the
small parcels of improved farm lands were required to pay during the
last 10 years because of differences in assessment ratios between large

_' and small properties, They also show the.reduction in taxes on large
parcels and the per cent of the totél tax misplaced because of this dif-

ference in assessment ratios,




Table 4. Assessed valuation and approximate tax levy per $100 of sales rrice of in@rovéd fam land; and excess
tax levy per $100 sales price on average pieces of property and total sales price.

Assessed

Tax Levy Total Tax  Sales price Excess tax levied
Size Value per on above or of average Total On average on total
group $100 of $100 sales below piece of sales piece of sales Total Tex
Sales price price average property price property price
(1) (2) (3) (4) (5) (6) (7) (8) (9)
Below -
$ 500 $72.33 $1.97 $0.40 $ 242, $ 48,129 $ 0.97 $192.52 $ 948.14
- 800~ . - e -
999 66,51 1.82 25 627. 111,018 1.5% 277 .55 2,020.53

1000=

1499 62,89 1 1.72 «15 1,119, 133.257 1.68 1929.89 2,292,02
1500~

1999 60,63 1.66 .08 1,698. 146,076 1,53 131 .47 2,424.86
2000~ .

2499 59.26 l.62 .05 2,276° 141,116 l.14 70.56 2,286,10
2500~

3499 58,25 1,59 .02 2,916, 195,383 .58 39.08 3,106,.59
3500~ '

4499 55.00 1.50 -.07 3,717, 85,488 -2,.60 -59.84 1,282.32
4500~ | |

& over 49.08 1.34 - 23 6,932 381,289 =15.94 -876.96 5,109,27

p—— —
re— po—

Computation of table 4: -
¢olummns 1, 2, 5, and 6 are self explanatory.
Columns 3 was computed by multiplying the mill levy ($.0273) by colummn 2,
column 4 is the deviation of each size group from the average tax rate per $100 of sales price for all groups.

Column 7 was computed by multiplying column 5 by column 4 and dividing by 100.
¢olumn 8 was computed by multiplying columm 6 by columm 4 and dividing by 100.
¢olumn 9 was computed by multiplying column 6 by column 3 and dividing by 100,

es



Table 5. Decrease in taxes on large properties, ineresse on small pro-
perties, and per cemnt of total taxes misplaced because of in-
equalities between assessment ratios of large and small pare-
cels of property.

Dscrease ih tax on large
properties . . . . . . . ... ... . . 12,788

+

Increese in tax on small
properties . . . . . ¢ . L4 . . s . . 7.499

Total tax mispleced because of

inequalities in assessment :
r&t 103 L] . L] L] L) - . . L] . [ L] . . [ L] . 4'7%

It is evident, from table 3, 4, and S, that smell parcels of improved
ferm lands are generelly over-assessed, and that the small properties
included in this study were reguired to bear about 12.78 per éenx of the
taxes which, according to law, should have been borne by the larger
properties.

If the data used in this study are fairly representative of the con-
ditions existing throughout Cache County, it is posaiﬁle to estimate
the smount of taxes which were wrongfully levied upon small parcels of
improved fearm land because of over-assessment, Excess taxes levied on
the amall pieeces of farm land, @s represented in table 4 and 5, were
4,75 per cent of the total le#y. Thies per cent was applied to the total
taxes levied against improved farm land in Cache Gounty. The reaﬁlts

are shown in table 6:
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Table 6, Probeble emount of taxes wrongfully levied on small parcels of
improved ferm land in Cache County, 1930 to 1939, ineclusive.

Taxes levied on Excess taxes wrongfully

Yeaxr improved farmm land levied on small parcels
(a)

1930 saéé,lzg $11,2.16
1931 246,611 | 11,524
1932 166,288 7,899
1933 150,378 7,143
1934 142,470 6,767
‘1955 143,479 6,815
1936 116,244 5,522
1937 126,233 5,996
1938 124,871 5,931
1939 127,534 (b) 6,057
Total $72,870

Tjj==::::§ Tax Commission Reports, 1931-1938, passim,
(v) County Auditor's Recapitulation of Taxes Levied, 193.

This discrimination against amell properties certainly must{ bé a
hinderance to farm ownership and must lower the standard of living of
those who make their living operating small farms. Those who are about
to begin their careers as farmers usually buy a small paréel at first.
The large farms are beyond the reach of the majority of theee prospective
farmers; and the small farms are made less pr&fitable by shifting part of
the taxes which should legally be paid by the ownsrs of the large prOpe;ties
on to them.

Because of this apparent diserimination sgainst small properties,

the owners of these mroperties are deprived of seven $1,000,00 autemobilés




a year. Or, they are deprived of two $5,600.00 homes a year; or approxi=-
mately 60 acres of improved farm land a year; or one hundred snd forty-five
$50.00 radios a year; or forty-eight $150.00 electiric refrigerators a year;
or seventy-three $100.00 washing machinas a year; or 24,290 pounds of
30-cent butter. The foregoing illustrations are used to emphasize more
fully the effect of unequal assessments ﬁpdn the standard of living of

the small fermer, and the interpretation should not be that if there

was equaliti in the assessment of farm property that 7 additionsl small
farmers would be able to buy a new automobile each year, or 2 new homes,
ete, However, it does show the ramnk injustices that exist in unequal as-
sessments of farm property.

Inequalities Among Individual Properties. Unequal assessments be-

tween large and small parcels of improved farmm land are not the only
inequalities existing in assessment ratios in Cache County. Wide dis-~
crepancies also exist between the assessment ratios of individual proper-
ties, wﬁen it is said thet small properties are assessed at 72 per cent
of their sales price, this does not mean that all smell properties are
assessed &t exactly thet ratio., Some may be assessed at 125 per cent of
their ssles price, while othe?s mey be assessed et 50 per cemt of their
sales price, The same holds true with large propertiss. Some may be
assessed at 30 per cent of their seles price, while others may be assessed
at 90 per cent. It will be remembered that the average ratio of assessed
valuation to sales price was 57Y.50 per cent. ‘This does not mean that all
the properties included in this study was assessed at exactly 57.5 per
cent, but some of them were dispQraed around this average. Absolute
equality would exist if all these preﬁertiaa were assessed at 57.D5 per
cent of trus value, But everyone is fully aware that complete eguality

in assessment is unattainable, and th&t spproximate equality is the only
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practical goal. Full equality is approached as the mroportion of all
items are more closely concentrated about the average. If it is possible
to measure the degree of scattaf or deviation of each individual assess-
ment ratio from the average ratio, it is possible to measure or tell to
what degree inequalities exist between the assessment ratios of individual
properties, To measure this degree of dispersion from the average assess-

ment ratio, 57.50 per cent, a coefficient of dispersion has been used.t

The ecoefficient of dispersion for the 10-year period, when in-
equalities betwesn the assessment ratios of individuasl properties, are
considered, was .3331l. This means that insofar as these 788 sales of
farm property are concerned, 16.65 per cemt of the total tax burden on
these over-assessed properties was levied in excess of legal requirements.

As a measure of the degree of progress in equalization which has

oceurred over the last 1l0=-years, the coefficient of dispersion was eomputed

1. To disperse means to scatter, thus, dispersion about an average means
the scatter about the average and to say that several items or widely
dispersed means that they are widely scattered. The coefficient of
dispersion is & measure of the degree of scatter of the several items
about the average. If all items were ddsessed at 57.5 per cent of
their true value, there would be no dispersion and the coefficient of
dispersion would be zero., But if one property was assessed at 30 per
cent of its true velue, while another was assessed at 60 per cemt of its
true value, and snother was assessed at 130 per cent of its true walue,
it could be said that they were widely scattered or the dispersion was
great., To express the inequalities in assessment ratios in terms of
the coefficient of dispersion the following steps are necessary:

(1) Add the 3 items and divide by 3 to find the average ratio
of assessment to true value; (2) find the difference between this
average and each item by subtraetion; (3) add these differences pay-
ing no attention to minus signs; (4) divide by 3 (the pumber of items)
to find the average deviation; (5) divide the average deviation by the
average rate of asmessment for the 3 items, This gives the coefficient
of dispersion,

To determine the amount, in per cent, of taxes which are misplaced,
it is necessary to divide the coefficient of dispersion by 2; since,
half of the tax burden would necessarily fsll on each side of the meen,
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Effect of the Change of Assessors on Inequalities. This retrogres-

sion cen possibly be explained by the "equalization? efforst on the part
of the Tax Commission in reappraising improvements with the consequent
accentuation between properties in assessment ratios. Apother factor that
could be responsible for this retrogression is the change that oceurred
in the assessort's office. A new assessor was elected in 1934, which is
the next preceding year before a merked incresse in the coefficient of
dispersion. In all fairness to the present assessor it should be stated
that the 0ld county assessor had had experience of assessing property for
tax purposes hefore 1930, whereas the new assessor had had Little experience
in the assessment of property for tax purposes before 1935. This is an
illustration of one of the glaring weaknesses of our pressnt system,

viz., that assessors should be selected for ability aend qualification smd
given a permamancy of office. It is a criticism of the system and not

of the individual.

Table 7. Coefficient of dispersion between assessment ratios of indivi-
dual properties, irrespective of size, in Cache County

Ye&ar gosfficient of
dispersion
1930 3393
1931 «3L28
1932 «3108
1933 «3460
1934 . +3118
1935 , «3703
1936 _ <3676
1937 . 3558
1938 « 3343

1939 ' «3124
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It should be noted that the new assessor has become more skillful
in assessing properties equealily as he acquires more experience in the
valuation of property; likewise, he has bescome more skillful in the vai-
unation of properties for tax purposes than was the.old agssessor. This
ecan be seen when the last year of the first term of office and the first
year of the second term of office is compared for each man, If Cache
County is going to experience amother retrogression in equalization
with the election éf & new assessor, it would be wise, in the interest
of equal and just taxation, to retain the present assessor in'office

as long as feasible,

Inequalities Among Taxing Districts. When the degree of inequality

in the valuwation if improved farm land, irrespective of size, between
taxing districts is considered, a coefficient of dispersion of ,0407
is obtained, indicating that the problem of equalization is one for the
assessor rather than for the board of equalizetion or the 'fax Commission,
When size of the individual properties are considered, irrespective
of locetion, the average inequality of assessment is .0942. This means
that 4,71 per cent of the total tax levied on the property included in
this study was placed on small properties in excess of legal require- '
ments, because of over-assessment. This figure is regsonably near the

figure arrived at by enother method,




IX. CONCLUSIONS

In these efforts to measure the degree of eguality in the valua-
tion of farm land for tax purposes, a few facts stand out that deserve
to be summarized:

(1) That inequalities exisi:between the assessment ratios for in-
dividual parcels of improved farm lend irrespective of size and location.
(2) Thet inequalities exist between large and asmall properties.

{(3) That inequalities between taxing districts are reletively un-
important when compared with other inegqualities that exist.

(4) The foregoing facts indicate that the greatest inequalities
oceur at the assessor's point of contaet with the propertye.

(5) That the election of a new assessor, not familer with assess-
ing properties, may cause retrogression in the equalization efforts
rather than progression,

(é) That the assessor should be selected on ability and qualifiea-
tions and given a permaﬁency of office,

(7) That the greater relative impressiveness of large numbers are
apt to ceuse disparities to exist betwsen assessment retios for indivi-
dual properties.

(8) That blanket raises may sggravate the disparities already ex-

isiting between assessment ratios.
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X, SUMMARY

1. The history of the general property tax is replete with gross
inequalities and rank injustices. The assessment of property has been
unsat isfactéry and equalization inadequate, so that unequal tax burdens,
high delinquencies, and unnecessarily high tax rates have existed.

2. No major attempt to correct these abuses wﬁs successfully
initiated until the Tax Commission was created in 1931. |

3. Although the general property tax has been declining in im-
portance during the last decade, it is still the major source of revenue
for state and local taxes.

4, The present method of determining the assessed value of rural
lands in Cache County is empiricel., The presemt method is based entirely
on judgment and there are admitted flaws which the taxing officials are
trying to correct.

5, To determine what inequalities exist -between the assessment
ratios of individual parcels of farm land, in Cache County, data on 788
selected sales were gathefed and analyzed.

6. It was found that inequalities exist between the assessment
ratios for individual properties of improved ram land, in Cache County,
irrespective of size or location of farm properties,

7. Small properties are required to bear 12.78 per cent of the taxes
whieh, Ijightfully and legally, should have been borne by larger properties.

8. Improvements on farm land tend to accentuate the disparities in
assessmeﬁt ratios between small parcels of farm property and large parcels
of farm property.

9. Inéqualities between taxing districts are relatively unimportant
when compared with the other inequalities that exist.

10. The foregoing facts indicate that the source of the greatest
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inequalities in farm land assessments, in Cache County, is at the as-
sessort's point of contraet with the property.

1l1. The election of a new assessor, not familiar with the pro-
cedure of assessing properties for texation purposes, may cause retro-
gression in equalization rather than progression.

12. The relative impreassiveness of lesrge numbers may casuse dis-
parities to axisf between assessment ratios fqr individual properties,

13, Blanket ad justments tend to aggravate disparities between
aaéessment ratios,

14, A systematic plem of rural land appraisal has been developed
which embodies certain fundamental prineiples of lend appraisal. This
plan is compatible with the recent reappraisals of imprevements and

could be conducted under the suspices of the state or county governments,
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