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Part I 

Objective: To update the property tax analysis originally performed for the Philadelphia Tax 

Reform Commission in 2003. 

 

Procedure: The analysis essentially involves comparing house values to their assessed values, 

ŀƴŘ ǘƘŜƴ ŎƻƳǇǳǘƛƴƎ ǎƻƳŜ ŘƛŀƎƴƻǎǘƛŎ ǎǘŀǘƛǎǘƛŎǎΦ  {ƛƴŎŜ ƛǘΩǎ ŘƛŦŦƛŎǳƭǘ ǘƻ ƻōǘŀƛƴ ǇǊŜŎƛǎŜ ŀƴŘ 

objective values for all single-family homes in Philadelphia, we use actual sales prices. 

 

Data: All 2007 home sales were extracted from my proprietary database.  Properties with any 

tax exemptions were dropped, as well as outliers with prices <=$10,000 or >=$2m.  Only single-

family homes were retained; condos and apartment properties were dropped.  This database 

includes only arms-length transactions between private individuals, so prices are likely to reflect 

true market values since buyers and sellers in these transactions are likely to be seeking a price 

that maximizes their own self-interest.  There were 16,890 transactions in the dataset used in 

this analysis.   

The following figure shows a map of these home sales in 2007, color-coded by their transaction 

price: 
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The map uses a temperature color ramp, with cool colors denoting relatively low-priced home 

sales and warm colors denoting relatively high-priced home sales.  Unsurprisingly, the lowest-

priced dwellings are located in the low-income neighborhoods of North and West Philadelphia, 

while the higher-priced dwellings are located in the more affluent neighborhoods of Center 

City, Northwest Philadelphia and Upper Northeast Philadelphia. 

Variable Definitions: For each transaction, the following variables were computed: 

Assessment Ratio (AR): The Assessment Ratio of a property is the ratio of each individual 
ǇǊƻǇŜǊǘȅΩǎ ŀǎǎŜǎǎŜŘ ǾŀƭǳŜ ό!±ύ ǘƻ ƛǘǎ ƳŀǊƪŜǘ ǾŀƭǳŜ όa±ύ1.  MV is proxied by the recorded sales 
price of each property. 
 

                                                           
1 bƻǘŜΥ ¢ƘŜ ƴƻƳŜƴŎƭŀǘǳǊŜ ǳǎŜŘ ƛƴ ǘƘƛǎ ŘƻŎǳƳŜƴǘ ƛǎ ŘƛŦŦŜǊŜƴǘ ǘƘŀƴ ǘƘŜ ƻƴŜ ǳǎŜŘ ōȅ tƘƛƭŀŘŜƭǇƘƛŀΩǎ ŀǎǎŜǎǎƛƴƎ 
ŀǳǘƘƻǊƛǘȅΣ ǘƘŜ .w¢Φ  Lƴ .w¢ ǘŜǊƳƛƴƻƭƻƎȅΣ άaŀǊƪŜǘ ±ŀƭǳŜέ ƛǎ ǘƘŜ .w¢Ωǎ ŜǎǘƛƳŀǘƛƻƴ ƻŦ ǿƘŀǘ ŀ ǇǊƻǇŜǊǘȅ ƛǎ ǿƻǊǘƘΣ ŀƴŘ 
ά!ǎǎŜǎǎŜŘ ±ŀƭǳŜέ ƛǎ άaŀǊƪŜǘ ±ŀƭǳŜέ ǘƛƳŜǎ ǘƘŜ ŦǊŀŎǘƛƻƴŀƭ ŀǎǎŜǎǎƳŜƴǘ ŦƻǊƳǳƭŀ ƻŦ лΦонΦ  LƴǎǘŜŀŘΣ ǿŜ ǳǎŜ ά!ǎǎŜǎǎŜŘ 
±ŀƭǳŜέ ǘƻ ƳŜŀƴ ǘƘŜ ŜǎǘƛƳŀǘŜŘ ŀǇǇǊŀƛǎŀƭ ǾŀƭǳŜ ǎŜǘ ōȅ ǘƘŜ ŀǎǎŜǎǎƻǊΣ ŀƴŘ άaŀǊƪŜǘ ±ŀƭǳŜέ ǘƻ ƳŜŀƴ ǘƘŜ ŀŎǘǳŀƭ ǾŀƭǳŜ 
the property would transact for under arms-length market conditions. 


