Fffect on and and Building V aluaiions and Tax Rates
for City Purposes, 1914-1038

By WAILTE

15 ity of Pitishiwgh, Pa. i 1904 adopted e
Ceaded Tax Plap for oily taxes {Inder the Graded
Tax Law the vate was cedueed on buildings and e
creased on land in five seciions al two- of threg-yoay Inics
vals, roducing 10 per cent each tme, 5o that after wn years,
ihat is, after 1924, the tax rate upon bnildings was ome-hatf
of the rate of land.

Two ?rymh are o be neied
[ereniial is in the rafe of tax dmi not upon the amonnd of
tax revenue realized. The s point is that the plan ap-
plies to the city tax only and not to -« chool msi covmdy
iaxes,
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Taking nil of the taxes ogether, the building rate s
ahout 74 per cent of the fand rate.
fncreased Buifding Construction

e reduciion of the tax on buildings tends to encourage
On this poinl Perey B Willioms, (}i‘aﬁzi

of Piushargh, writes as follwws under

gew consiraeiion.
Assessor of the iy
date of May 2, 1936:
“ We believe that the lowsr rale en batldings has had
a {ﬁi!bldf‘?d!] influence in encouraging the erection of new
huildings since 1914 The answer i your 49 tjen in a gei-
eral way is that the iporease in building »alves has been duz,
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abinosl entively to the volume of new building construcibun dup
g this per md There has never been any arbittary ncrease
it E;iuidmz_ yalues on 0 & Board of Assessors buk,
A% vl Ynow, th - maierial fucigations in
bl dmﬁf constrnetion costs and iomarkes vady due o perieds
- when demand tended 1o overtake ;g;;l;s of build
Ay times some apward rovisio prade in the vale-
s of older bnildings
¢ moke than offsel

which have made
sheolescence, L .7

In the vear 1913 the tots +d bildio
LA 33,641?1@{3‘ in 1938 3 rose io “%‘5% i{a‘} 2%’«& an i
of 93,77 per ceni.

The land-value D577 and
vose to $OBZONLED \ ¢ i)? b ? 34 peor cond,
In other words, 1he imﬂfﬁum ase mmf» ol Pitishurgh

almost doubled in 25 vears, whereas the land assessraents
increased only VLSY per eent.  The aceompanying 1able
hows the assessents on land and buildings and the lax
rates and revesnes for é‘iiy purposes, and pvi}ghumz aedd
per capita land values of Pisishurgh for each yesr from
1904 to 1938 inclusive.

An jncrease in the amount of tates levied.on land value
tends to depress the selling price of land. The oppasite
sifluence is the tendency of land values Lo rise as popula-
lion increases, There is also a general tendency of land
yalne to increase {aster tham ;mpx;}mmn becanse of ad-
vance in invention and the produstive arts
in land value is {urther augmented by the improvement in
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municipal services.

5 AND E{F‘J%,NUQ:.S AND PER CAPITA LAKD VALUES, PITTSBURGH, PA., 19141938
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Where the holder of land lproves to an amount equal
b or greater than the value of the site, the graded tax will
gperate in his favor,

Where a site is unimproved or the bmprovement is worth
less than the site, the graded tax will appear to be dis-
advamtageous o the holder of the site. On the other hand,
the graded tax will favor the holder of arp nnimproved
site when he improves it to a point where the building is
worth more than the site. The graded tax will tend 1o
discourage specutation in vacant or poorly fimproved sios,
hui will encourage the adequuie use of the site by the

holder,

Lot us assume that the average home in Pitisburgh is
worth £5.000: fand #1000, building £4.000,  The ol
lowing indicates the savings o the owner of such a home
in Pitisburgh under the present Graded Tax Tlan, which
applies ta oty taxes vnly, Figures are also given showing
the saving that would vesult i the graded tax were ap-
plied 1o the school and county taxes. It must be remem-
hered that these figures are based on the Pittsburgh graded
tay rates, where the diflerential is fixed Tor buildings at
ene-half the rale fixed for Jand values. The {ellowing
caleulativns are by Joho C. Rose, of Piushurgh, May 20,
1938,

The Graded Tax Plan Applied to Homes

THE GRADED TAXK PLAN

Land
Brilding
Eguivalent flat rate.. ... BI85 €.061548)
The following table shows the tax raiss and savings on
a $5.000 howe (land: $1,000; huilding: $4,000j:
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if the present graded tox were o apply to the schoot
and county taxes alse, the additional savings to the $5 00K
hotme owner on the basis of present assessed valves would
be approximaioly:

A4 GRADED SCHOOL TAX

On 2 §5,000 Home
Present Hat rate.. .o oo ool ka1 g et 5620 amoundt of tax
Proposed graded tax:
Tamd v 15
Building ..o iiiniiaas GBS 500 o
$31.25 saving
A CRADED COUNTY TAX
O $5,000 Home
Prosent sz sude. ool oieen A8 FHLOG semounl of 1ax
Froposed graded aac
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3 B saving

A deto-1, 2 Sedo-1, or a likio-d, graded tax {ov the city,
the school and the county would, of course, effect a pro-
gressively larger saving than the 2-t0-1 plan,

In all these cases, the aciual and the theoretical graded
tax rates will vield the same total revenue as the flat rates,
but the incidence of the graded tax is much differsnt. Un-
der the Graded Tax System the owner who improves his
land-—ihus helping o make his communily a better place
in which to live—is not penalized, but rather is rewarded
apd sncouraged to build better homes, The flai raie, on
ihe conirary, penalizes home owners,
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