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Introduction 

• Property taxes are primary funding mechanism for local 

public goods and services  

• General trend over the past few decades of erosion of the 

property tax base through exemptions, abatements, and 

other concessions (Augustine et al. 2009)  

 Age-based property tax exemptions are part of this trend. 

 Across the United States, many local jurisdictions offer 

property tax exemptions or similar concessions to older 

citizens, especially from the school portion of the tax bill.  
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Introduction 

 Jurisdictions vary widely in the extent to which they have 
embraced age-based property tax exemptions  

 For example, in the Atlanta region, 

 Cobb County simply exempts all people age 62 or above from 
the Cobb County School District portion of property taxes  

 Fulton County has much more complicated provisions  

 It exempts $54,000 of assessed value from Fulton County School 
System taxes for those age 65 and above, with an income limit of 
$30,000 

 Also exempts the full value from county taxes for those age 70 and 
above with a higher income limit 

 Other jurisdictions offer no age-based exemptions 
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Introduction 

 Advocates argue that . . . 

 Housing makes up a larger share of older households’ budgets 

 Exemptions effectively reduce public service subsidies from 

older households (Shan 2010; Gallagher et al. 2017) 

 Align the tax price with the services received for older 

households 

 Exemptions help older residents remain in their homes, 

preventing unwanted moves by owners that value their homes 

more than the marginal homebuyer (Shan 2010) 



5 

Introduction 

 On the other hand, critics suggest . . . 

 Most older households do not have mortgages 

 Older households benefit from the increased housing values 

associated with good schools and other property tax-financed 

public services 

 They benefited when they were younger from subsidies from 

the previous generation of older households 

 Other households that don’t have children do not receive 

special tax treatment 
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Introduction 

 Economic theory suggests the decrease in the cost of 

homeownership in a particular location conferred by age-

based property tax exemptions potentially influences 

eligible households through three channels:  

 the location decision,  

 the housing tenure decision, and  

 the housing consumption decision 

 Little evidence on the extent to which households’ respond 

to change in local property taxes along these dimensions 
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Introduction 

 Most research is on the migration decision between states in 
response to state-level differences in taxes and public goods 

 Little effect of state taxes on estates, inheritances, and gifts (Conway and 
Rork 2006) or age-based income tax breaks (Conway and Rork 2012) on 
interstate migration of older households 

 Higher property taxes reduce net in-migration of older households (Gale 
and Heath 2000) 

 Little effect of property taxes on older households’ decision to move or 
liquidate their housing (Seslen 2005) 

 Empty-nesters reduced their exposure to property taxes when moving 
across state lines but not within states (Farnham and Sevak 2006) 

 Higher property taxes increase the housing mobility of older households, 
causing them to downsize or move to lower-tax communities (Shan 
2010) 
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This paper . . . 

 Provides the first evidence (of which we are aware) of the 

effect of local, age-based property tax exemptions on 

counties’ household type composition and housing values  

 Constructs a unique database of local property tax 

exemptions in Georgia.  

 Covers 100 years of county, school district, and selected city 

property tax laws  
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This paper . . . 

 Estimates the (absolute or percentage) change in the 

number of older homeowners from 1970-2010 caused by 

age-based exemptions 

 Quadruple-difference estimation strategy  

 Uses counterfactual information from jurisdictions without 

exemptions as well as young owners and older renters in the 

treated counties to identify the effect  
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This paper . . . 

 Estimates the change in counties’ mean housing values 

from 1970-2010 that is attributable to age-based 

exemptions 

 Triple-difference strategy that drops the renter dimension 

 Identify the effect on local populations within a more 

structural framework estimated with a conditional logit 
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Main findings 

 Significant increase in older homeowners attributable to the 

combined effect on location decisions and housing tenure 

of age-based property tax exemptions 

 A ten percent increase in county households residing in a 

jurisdiction with age-based exemptions causes a 4 percent 

increase in the rate of change of older households (relative to 

the changes in other household types) 

 Stable across specifications 

 Effect varies with the intensity of the exemption 
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Main findings 

 Exemptions induce increases in housing consumption by 

older households 

 Not robust to inclusion of county-specific time trends by age-tenure 

along with decade-by-age and decade-by-urban status effects 

 Structural estimates suggest both older and younger owners 

are attracted by the policy 

 Consistent with the idea of forward-looking younger owners 
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Empirical Strategy 

 We do not observe moves by age and tenure, rather we 

observe repeated snapshots of the population by age and 

tenure and the owner-occupied housing stock by age 

 We therefore estimate 2 effects: 

 The Older Homeowner Effect: the combined (location and 

tenure) effect at the extensive margin 

 The Housing Consumption Effect: the effect at the intensive 

margin 
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The Older Homeowner Effect 



15 

The Older Homeowner Effect 
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The Older Homeowner Effect 

 We present estimates that rely on even weaker assumptions: 

 Base specification adds yearXage and yearXowner effects 

 Base specification + exemption-year and exemption-county 

interactions 

 Base specification + exemption-year and exemption-county, 

county-age, county-owner, owner-year, and year-age-urban 

interactions 
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The Housing Consumption Effect 



18 

The Housing Consumption Effect 
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A Structural Model 
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Data: The Georgia Property Tax Database 
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Data: The Georgia Property Tax Database 
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The Georgia Property Tax Database 
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The Georgia Property Tax Database 

 Includes data on four types of jurisdictions :  

(i) all 159 counties, all school districts, which we subdivide into  

(ii) all 159 county-level school districts and  

(iii) the state's 26 independent school districts, and  

(iv) 87 select municipalities 
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The Georgia Property Tax Database 

 Includes data on up to eight local property tax rules and 

eight state rules for each jurisdiction and year, with details 

on  

 the demographic group to whom the property tax provision is 

targeted (including—in any combination—age, income limits, 

disability status, veterans, widows of police or fire fighters, 

etc.),  

 any limitations on the properties (e.g. under 10 acres),  

 and the property tax exemptions or other concessions offered  
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Percent of elderly homeowners who qualify for 

an age-targeted tax exemption, by year 

25 
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Data: Treatment 

 Two measures of treatment: 

 Simple housing unit weighted average of indicator variables 

denoting any treatment in the county and selected cities at 

time t 

 Simulated ratio of average property taxes for households 

under 65 and over 65 

 Adjusts for the intensity of treatment 
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Simulated Treatment 

 Simulate the average tax for households aged under 65 and 

over 65 for each jurisdiction and year 

 Randomly select 1,000 households residing in Georgia from 

the IPUMS data for each of the years 1970, 1980, 1990, 2000, 

and 2010.  

 Calculate their property taxes in each of the tax jurisdictions 

after applying the various state and local property tax 

exemptions for which the household is eligible 

 Use typical housing values and millage rates 
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Simulated Treatment 

 Calculate the housing unit weighted average across the 

county and any included cities 

 Final measure is the negative of the ratio of the under 65 

average simulated property tax bill to the over 65 simulated 

property tax bill 
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Treatment measures 
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1970 1980 1990 2000 2010 

Weighted 

Indicator 0.0048 0.0275 0.155 0.241 0.369 

(0.0470) (0.113) (0.247) (0.309) (0.396) 

Simulated 

Taxes under 65 136.6 422.1 902.2 1488.7 1979.0 

(14.80) (50.48) (106.2) (175.4) (251.6) 

Simulated 

Taxes over 65 136.4 350.2 803.7 1228.6 1560.4 

(14.60) (46.18) (153.1) (255.8) (469.2) 

Simulated Tax 

Ratio -0.999 -0.831 -0.887 -0.821 -0.784 

(0.0149) (0.0605) (0.118) (0.124) (0.197) 
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Data: Household types and housing values 

 Analyze outcomes at the county level due to the availability 

of Census data over time on household types and housing 

values  

 Use the 1970, 1980, 1990, and 2000 decennial Census as 

well as the 2008-2012 ACS data for 2010 
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Sample county characteristics 
1970 1980 1990 2000 2010 

Total population 27,988.6 34,359.2 40,743.5 51,487.1 73,903.2 
  (63,333.0) (69,744.4) (83,663.8) (108,931.2) (139,963.8) 

Share of Pop. 65+ 0.097 0.114 0.125 0.120 0.130 
  (0.0227) (0.0281) (0.0331) (0.0336) (0.0303) 

Owner occupied units 4,529 7,650.5 9,665.2 10,180.6 17,591.9 
  (9543.2) (14040.9) (18268.0) (20897.2) (31989.4) 

Owner occupied by 65+ 608.3 1,543.6 2,035.9 2,582.3 3,914.5 
  (1120.3) (2509.9) (3301.9) (4136.8) (5694.6) 

Renter occupied units 2,435.8 4,120.9 5,219.2 5,500.4 9,156.4 
  (6511.8) (11913.4) (14220.0) (15356.1) (20805.7) 

Renter occupied by 65+ 231.8 640.7 620.6 644.8 887.1 
  (519.5) (1664.9) (1523.5) (1525.1) (1824.8) 

Mean value under 65 12,877.3 35,090.8 62,222.9 103,554.2 151,718.3 
  (2770.2) (8360.1) (20094.7) (36960.5) (52742.1) 

Mean value 65+ 10,740.0 26,178.0 51,780.1 89,296.9 154,005.9 

(2248.7) (6021.2) (16963.9) (34515.8) (62374.4) 
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Results: Count of Older Homeowners  
 Panel A: Exemption Indicator Panel B: Simulated Tax Ratio 

 (1) (2) (3) (1) (2) (3) 

Treat. X Older X Owner 0.447*** 0.447*** 0.447*** 0.625*** 0.625*** 0.625*** 

 (0.0666) (0.0677) (0.0718) (0.118) (0.122) (0.129) 

Treatment X Older -0.737*** -0.737*** -0.212*** -1.426*** -1.426*** -0.412*** 

 (0.103) (0.104) (0.0576) (0.187) (0.193) (0.114) 

Treatment  X Owner -0.174* -0.174* -0.344*** -0.113 -0.113 -0.523*** 

 (0.0949) (0.0965) (0.0656) (0.200) (0.206) (0.139) 

Treatment 0.836*** 1.109*** 0.0523 1.513*** 1.258*** 0.871*** 

 (0.101) (0.138) (0.354) (0.211) (0.167) (0.129) 

Year FE Y Y Y Y Y Y 

Year X Owner FE Y Y Y Y Y Y 

Year X Older FE Y Y Y Y Y Y 

County FE Y Y Y Y Y Y 

Treatment X Year  N Y Y N Y Y 

Treatment X County  N Y Y N Y Y 

County X Older  N N Y N N Y 

County X Owner  N N Y N N Y 

Year X Older X Urban N N Y N N Y 

Observations 3,180 3,180 3,180 3,176 3,176 3,176 

R-squared 0.947 0.955 0.981 0.946 0.953 0.979 
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Results: Percentage change in older homeowners 
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  Panel A: Exemption Indicator Panel B: Simulated Tax Ratio 

  (1) (2) (3) (1) (2) (3) 

Treat. X Older X Owner 0.0186 0.0186 0.0186 0.691*** 0.691*** 0.691*** 

  (0.0492) (0.0502) (0.0541) (0.135) (0.140) (0.152) 

Treatment X Older 0.141*** 0.141*** 0.161** -0.0974 -0.0974 0.0231 

  (0.0490) (0.0500) (0.0778) (0.0956) (0.0991) (0.146) 

Treatment  X Owner -0.0270 -0.0270 0.134** -0.334*** -0.334*** -0.00108 

  (0.0331) (0.0337) (0.0637) (0.0869) (0.0900) (0.167) 

Treatment -0.122** -1.600*** 0.0504 -0.0549 0.491*** 0.327*** 

  (0.0479) (0.237) (0.257) (0.128) (0.0735) (0.104) 

Year FE Y Y Y Y Y Y 

Year X Owner FE Y Y Y Y Y Y 

Year X Older FE Y Y Y Y Y Y 

County FE Y Y Y Y Y Y 

Treatment X Year  N Y Y N Y Y 

Treatment X County  N Y Y N Y Y 

County X Older  N N Y N N Y 

County X Owner  N N Y N N Y 

Year X Older X Urban N N Y N N Y 

Observations 2,544 2,544 2,544 2,544 2,544 2,544 

R-squared 0.719 0.738 0.768 0.717 0.740 0.771 
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Results: Change in mean housing values 
 Panel A: Exemption Indicator Panel B: Simulated Tax Ratio 

 (1) (2) (3) (1) (2) (3) 

Treatment X Older 0.128*** 0.128*** 0.0529* 0.106*** 0.106** 0.127* 

 (0.0220) (0.0229) (0.0300) (0.0405) (0.0431) (0.0665) 

Treatment 0.0639* 0.00644 -0.781** 0.202** 0.514*** 0.504*** 

 (0.0384) (0.125) (0.376) (0.0897) (0.0864) (0.111) 

Older  Y Y Y Y Y Y 

County FE Y Y Y Y Y Y 

Year FE Y Y Y Y Y Y 

Treatment X Year  N Y Y N Y Y 

Treatment X County  N Y Y N Y Y 

County X Older  N N Y N N Y 

Year X Urban N N Y N N Y 

Year X Older N N Y N N Y 

Observations 1,524 1,524 1,524 1,522 1,522 1,522 

R-squared 0.975 0.982 0.986 0.975 0.979 0.984 
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Results: Percentage change in mean housing values 
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  Panel A: Exemption Indicator Panel B: Simulated Tax Ratio 

  (1) (2) (3) (1) (2) (3) 

Treatment X Older 0.0813*** 0.0813*** -0.0698* 0.419*** 0.419*** -0.152* 

  (0.0197) (0.0205) (0.0382) (0.0679) (0.0739) (0.0898) 

Treatment -0.131*** -2.713*** -2.691*** -0.501*** -0.404*** -0.0408 

  (0.0280) (0.347) (0.401) (0.0637) (0.0623) (0.0899) 

Older  Y Y Y Y Y Y 

County FE Y Y Y Y Y Y 

Year FE Y Y Y Y Y Y 

Treatment X Year  N Y Y N Y Y 

Treatment X County  N Y Y N Y Y 

County X Older  N N Y N N Y 

Year X Urban N N Y N N Y 

Year X Age N N Y N N Y 

Observations 1,206 1,206 1,206 1,206 1,206 1,206 

R-squared 0.707 0.743 0.792 0.722 0.772 0.812 
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Results: Sorting Model  

(Estimated Utility Parameters) 
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  Panel A: Exemption Indicator Panel B: Simulated Tax Ratio 

Treat. X Older X Owner 0.36894*** 0.39650*** 

  (0.00536) (0.01009) 

Treatment X Older -0.70251*** 1.09914*** 

  (0.00501) (0.00939) 

Treatment X Owner 0.05506*** 0.47968*** 

  (0.00224) (0.00389) 

Treatment 0.40400*** 0.43116*** 

  (0.00225) (0.00396) 
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Results: Sorting Model  

Simulated Population Changes for Cobb County 
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  Model A: 

Perfectly  

Inelastic Supply 

Model A: 

Perfectly  

Elastic Supply 

Model B: 

Perfectly  

Inelastic Supply 

Model B: 

Perfectly  

Elastic Supply 

Change Older Owners -7,648 -8,896 -7,999 -11,682 

(Pct Change) -31.6% -37.7% -34.0% -53.9% 

Change Young Owners +1,843 -6,263 -12,554 -37,712 

(Pct Change) +1.4% -4.9% -9.0% -29.7% 

Change Older Renters  +526 +95 +1,500 +111 

(Pct Change) +7.8% +1.4% +22.7% +1.9% 

Change Younger Renters +5,278 +179 +1,953 +1,058 

(Pct Change) +6.5% +0.2% +22.1% +1.4% 
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Conclusions 

 We provide the first evidence on (long-term) changes in 

household composition and housing consumption 

attributable to local, age-based property tax exemptions. 

 We find significant increases in older homeowners and in 

the growth rate of older homeowners from age-based 

property tax exemptions 

 We also provide weaker evidence that age-based property 

tax exemptions increase housing consumption among older 

households 

 Our structural estimates provide evidence on the magnitude 

of the effect policy changes on local populations 
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