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1. Fairness in Apportioning Taxes

2. Broaden the Tax Base

3. Make DC Tax Policy More Competitive with 
Surrounding Jurisdictions

4. Encourage Business & Job Growth

5. Modernize, Simplify & Increase Transparency 
in the District’s Tax Code.



 General taxes can leave consumers oblivious to 
the consequences of some of their actions. 

 User fees and access fees can inform consumers 
about the impacts of their behavior and 
motivate behavior that takes those impacts into 
account. 

 User fees and access fees can mimic market 
transactions, generating revenue while 
internalizing externalities to encourage more 
responsible and efficient use of resources.



 To the extent possible, transform taxes into 
fees.  

 To the extent possible, use fees to internalize 
economic externalities

 Match Fees with Infrastructure Beneficiaries 
and Those Who Impose Costs on the Public.

 E.g., Water & Sewer User Fee Per Gallon

 Water & Sewer Access Fee = Value Capture

 Impervious Surface Fee –
 Property Owners by Area of Impervious Surfaces

 Drivers by Distance (streets = 25% of DC surface area)



 Transform Property Tax into a Public Services 
Access Fee

1. Reduce Property Tax Rate on Building Values

a) Buildings More Affordable for Residents & Businesses 

i. Lowers cost of energy-saving investments & repairs.  

ii. Creates jobs in construction and other businesses.

2. Raise Property Tax Rate on Land Values

a) Returns Publicly-Created Values to the Public

b) Makes Land More Affordable 

c) Induces Development Near Transit & Other Urban 
Infrastructure.



Reforms to the District’s Tax  System can:

 More Fairly Apportion Taxes Among All 
Beneficiaries of DC Infrastructure

 Enhance Economic Competitiveness
 Make Real Estate More Affordable for Residents and 

Businesses

 Create Economic Incentives for Job Creation

 Reduce Traffic Congestion

 Motivate Conservation & Sustainability

 Make DC Infrastructure Financially Self-
Sustaining to a Greater Degree



 In the 1800s, the streets of Washington, DC 
were mostly unpaved.   

 In wet weather, mud made travel very difficult 
and unpleasant.  

 Paving streets and sidewalks was a 
tremendous advance.  It made properties more 
accessible and the air cleaner.

 Everyone would benefit so why not have 
everyone pay from the general fund?



 People whose property fronted a paved street 
would receive an additional benefit.  

 No longer would folks track dust, mud and 
manure into those homes & businesses!

 Even if they never walked on the new streets, 
adjacent landowners would benefit financially 
because their properties’ access to paved streets 
makes the properties more valuable.



 In 1894, Congress enacted law requiring 
adjacent property owners to contribute 50% of 
the cost of first-time paving of streets and 
sidewalks through a special assessment.

 Even if a landowner never actually uses  
nearby public goods or services, mere access to 
them creates value.  Thus public service access 
fees can obtain payments from those who 
benefit from public services in proportion to 
the benefits received.



 In the 1800s, Congress required private 
landowners to pay for 50% of the cost of new 
transportation infrastructure.

 In the 1990s, the District Government obtained 
a 30% contribution from nearby landowners for 
a new Metrorail transit station at New York 
and Florida Avenues, NE.  

 Can we do better?



 In the early 1890s, the Chevy Chase Land 
Company acquired over 1700 acres along 
Connecticut Avenue in northwest Washington, DC 
and out into Maryland.

 The land was cheap because it was not very 
accessible to downtown jobs & stores.

 Chevy Chase Land Company  built and operated a 
private streetcar line along Connecticut Avenue.

 They did not recoup capital costs through the fare.

 NOT ALTRUISM.  They recouped capital costs 
through higher prices for their land sales.



 In the mid 1990s, there was an obsolete railroad 
yard just south of National Airport, across the 
river from Washington, DC.

 The pension fund that owned it wanted to 
develop several hundred acres for mixed-use.

 Government officials said that development 
was not permissible because the only access 
was from Route 1, already too crowded with 
cars during rush hours.



 Officials noted that Metro transit tracks run 
through the middle of this property.

 IF a transit station was created there, then 
denser, mixed-use development could be 
allowed without relying solely on Route 1. 

 Landowner did the math:  It was cost-effective 
to pay the entire cost of a new transit station to 
get development rights!





UNFORTUNATELY . . . 

 Nearby residents thought that the development 
was too dense & would bring too much new 
traffic.

 They pleaded for Down-Zoning.

 Politicians Listened to Their Constituents.

 Down-zoned parcel no longer supported 
enough development to justify a new station.



 If down-zoning had not occurred, could this 
private funding of infrastructure have been 
replicated or was it unique?

 At Potomac Yards, a single landowner 
internalized most of the positive externalities 
associated with a new transit station.

 Most of the time, there are many owners.

 Multiple ownership does not negate the fact 
that the value created by public transit can 
exceed the cost of transit facilities.  It only 
makes it more difficult to collect.



 Landowners might never drive on a road, or 
ride a transit vehicle, but they use this  and 
other infrastructure to extract windfall profits 
from taxpayers.  (“Location, location, location.”)

 Thus, landowners are often invisible 
beneficiaries of public facilities and services.  

 A Public Service Access Fee is like a user fee that 
recaptures publicly-created land values in 
proportion to the benefit received and returns 
this value to the public that created it.  





 Metrorail cost about $10 Billion to Construct

 Conservative estimates of Metro-created land 
values near the stations, excluding general 
land-price inflation, show that Metrorail has 
created more than $10 Billion in land values.

 If Metrorail had been able to capture the land 
values that it created, it could be financially 
self-sustaining.








