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'How Stafford Can Afford
To End Property Taxes

By CALEB SuLonMOoN
Staff Reparter of THE WaLL STieeT Jounwai,

STAFFORD—Unlikely as it may
seem, this southwest Houston suburh, a

mix of '40s homes, 'T0s subdivisions and
rapidly growing light industry, is becom-
ing & Shangri-La for property owners.

Why?

Mayor Leonard Scarcella is about to
| propose, and the City Council is expected
| to approve, reducing Stafford’s munici-

pal property-tax rate to zero in the fiscal
year starting Oct. 1. By comparison,
Stafford’s better-known neighbor Sugar
Land levies 45.7 cents for every $100 of
value, a typical rate for the area.

Stafford has been trimming its prop-
erty taxes for some tinie. Last year's cut
resulted in one of the lowest property-tax
rates in the state—0.079%, or about eight
cents on every $100 of valuation. The rea-
sons for this are part hudgetary, part phi-
5 losophy. “Our the-

ory is that if you
don't need the prop-
4 erty tax, you don't
§ assess it,” Mr.
Scarcella says. He
argues that unlike
most other forms of
taxation, which de-
pend on the genera-
tion of some rev-
enue from goods or
: services, “if you

have land and it
Ifm_smﬁ"ﬂ doesn’'t make any
+ income, the property tax is still there.”

Any property-tax reduction, particu-
larly to zero, will draw attention in Texas
today. This column in May noted that
from 1983 io 1992, Texas property taxes
more than doubled, and even climbed
above a threshold that in other states has
sparked tax revolts. And Gov. George W.
Bush, prompted in large part by inordi-
nate state and local dependence on prop-
erty taxes, has called for an overhaul of
the state's tax system.

S0, how can Stafford make the cut?
The answer is classic: The city Is raising
sales taxes—in its case, paid overwhelm-
ingly by nonresidents—in much the same
way that big cities levy a hotel-room tax
that only visitors pay. Stafford is taking
advantage of a 1987 state law that lets
municipalities levy an extra half-cent
sales tax to provide property-tax relief.

Though many cities have done the
same thing, few have eliminated prop-
erty taxes. Stafford can because of its un-
usual economy and demographics. About
12,000 people live in"the city. But it's also
home to 1,200 businesses that employ
22,000 people, so it collects huge amounts
of sales tax from nonresidents who work
here. Stafford has such a high proporticn
of businesses to homes that sales-tax rev-
enue already pays for 68.5% of the city’s
5$6.8 million annual budget.

*“You get people who don't live in the
city to pay as much of the freight as pos-
sible,” says Charles Gilliland, associate
research economist at Texas A&M Uni-
versity's Real Estate Center.

Stafford property owners must still
pay other taxes, including ones for
schools, the county and water control.
But they're in line with area rates, and
with lowered city property taxes, the to-
tal tax bill is lower.

So, can Stafford serve as a model for
other Texas cities? John Kennedy, a tax
speclalist at the Texas Research League,
a business-backed think tank in Austin,
thinks not. Stafford's situation is un-
usual, he says: “'I can't believe there are
more than one in a million spots where
you could get away with doing this.” Mr.
Kennedy also wonders if Stafford offers
quality municipal services.

It looks as if the city does: Its streets

aren't pothole causeways, schools are
new, student test scores are among the
highest in the Houston area, and police
service appears comparable to other lo-
cal suburbs. In a hond issue, Stafford will
soon raise $3.1 million for street improve-
ments, a new police station, a revamped
firehouse and park enhancements.

Mr. Scarcella, 54 years old and mayor
since 1969, says Stafford does offer
lessons. He says other cities could cut
taxes If they were more fiscally conserv-
ative and adds that he scrutinizes every
line of Stafford’s budget. 'Our bndget
could be dovble what it is now and stili be
‘justified,’ " he says. As an exanple of
prudence, he says, the city set up one [a-
cility to maintain police cars, school
buses, tractors and other equipment.

Stafford is also undertaking an un-
usual economic-development effort. Us-
ing city bonds, it will build a $7.5 million
expansion to an existing Houston Com-
munity College site, which trains work-
ers for nearby companies. The college
will pay rent that covers Stafford's debt
payments.

But  Stafford’s  business-friendly
stance has an aesthetic price. City Hall
sits across the street from a railroad yard
where a futuristic crane scoops construc-
tion material out of rail cars, stacking it
in mountains before it's loaded into
trucks for delivery around Houston.

Driving along Murphy Road past a
lumberyard, an auto-parts store and a
nursery, Mayor Scarcella says, “All
these places generate sales tax."" He says
the nearby Wal-Mart kicks in $250,000 to
$300,000 a year to city coffers.

Stafiord continues tu draw businesses
and has become a center for valve mak-
ers, but it's an open question how much
impact the tax cut will have in attracting
new industry. As for home sales, Roger
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Chambers, a Century 21 real-estate bro-
ker for Stafford and neighboring cities
with higher taxes, says, "It hasn't made
any noticeable difference” to buyers.
“It's certainly made residents happy,”
he adds, himself included.

And the cut will put pressure on neigh-
bors. Sugar Land lowered its city prop-
erty tax 8.6% from 50 cents two years ago
and expects to cut it below 40 cents next
year. David Neeley, city manager, says
Sugar Land, home to new, enormous
master-planned residential communi-
ties, is growing so much faster than
Stafford that it can’t cut its property-tax
rate to zero because it needs to build
more infrastructure. He adds, nonethe-
less, that “‘Stafford sets a good, aggres-
sive standard for us to try to follow.”

!‘ﬂ‘ai
~.
S

e

3 89

< 33
D &
p.cﬁm‘-

e

T S
Q
N2
e

Y31 pakmpop Aq
paddv.y asoy; {04 Wy jeunuiaj

BL 280 ‘apins jparauns rodan
UD S, 2.09Y ‘s

PRI YAy e up Nuod,

TL S66T ‘I X10r ‘AVASANaIm




