





Pittsburgh’s Pioneering i
Scientific Taxation

Preface

PITTSBURGH'S UNIQUE EXPERIMENT with the special tazation of land
values has attracted 2 great deal of attention, especially on the part of
students of economics and taxation. Ever since the “graded tax” law was
enacted in 1913 there has been much discussion of this subject. Legisla-
tion (ecither enacted or proposed) to extend the principle to other cities
and states has served to stimulate inquiry about it.

Until now 1o one has undertaken to write the whole story of this inter-
esting movement which brought about significant tax reforms in one of
America’s great industrial cities. The writer of this study has had the
oppottunity over a long period, both as a citizen and as a tax official of
the City of Pittsburgh, to observe closely the operation of the Pittsburgh
tax plan and has from time to time written and spoken on this subject.
Now in response to a demand for a comprehensive report, rather extensive
research has been undertaken to discover the pertinent facts. An historical
sketch is included so that the reader may have full knowledge of the
economic and political background and of the social conditions and prob-
lems that Jed to this reform.

Because the taxation of land values was first proposed as a means to land
reform, special attention has been given to the early land history of Pitts-
burgh from the days of William Pern. This shows how the great landed
estates of this district originated. It also takes note of the tremendous in-
crease in the value of land during the period when Pittsburgh was ex-
periencing its most rapid growth and was becoming a great industrial and
commercial center,

Since Pittsburgh succeeded in achieving and retaining a significant step
while similar efforts in othetr American cities and states were unsuccessful,
an effort has been made to discover some of the reasons contributing to
this success in the early days of the twentieth century. And as legislation
* was required in each of the steps taken, it was deemed worth while to
present a picture of the political conditions and events that produced an
atmosphere favorable to such a reform.

While the graded tax law of 1913 stands out as most significant, our
examination of the whole situation brings out the fact that there were
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actually four separate acts of the State Legislature that combined to effect
a much greater change in the local tax system than the graded tax law
alone could have produced. Thus it was necessary to deal with three
separate acts of the 1911 Legislature: (1) abolishing the classification
system for determining the assessed valuation of real estate; (2) substitut-
ing a city-wide real estate tax rate for school purposes in place of the
- sepatate ward rates; (3) completely exempting from taxation machinery
attached to real estate. These are features that ordinarily have been neg-
lected in the discussion of the Pittsburgh tax plan.

The writer has sought to present the more pertinent facts and figures
beating on this subject, and also the opinions expressed by city officials,
editors and civic leaders, leaving to the reader to judge the importance of
Pittsburgl’s cfforts to pioneer in the development of a more scientific
municipal tax system.

Despite some exaggerated notions held by both friends and foes, what
was undertaken in Pittsburgh was only 4 moderate tax reform. It involves
no very tadical change from prevailing practices in municipal government
in the United Statcs, since there is now a substantial tax on land (as part
of the real estate tax) in most American cities and towns. Nonetheless a
great American city has adopted a new principle as the basis of its real
estate tax and, in doing so, has pointed the way to those who would go
much farther with this principle. '

The writer gratefully acknowledges the very valuable editorial and re-
search assistance of Mr. John L. Fryer. Mr. Fryer, a graduate of the
London School of Economics and Political Science, is a graduate teaching
assistant at the University of Pittsburgh in the Department of Economics
and a graduate student in the Departient of History. His assistance was
made possible by a research grant from the Robett Schalkenbach Founda-
tion.

Pittsburgh Confronts Its Land Problem
“PITTSBURGH HAS SET THE PACE for all America in her tax system—re-
ducing taxes on improvements and Increasing taxes on Jand values—the
greatest single step any American city has taken in city building.”

This was the comment in 1916 of Frederic C. Howe, noted author and
public official, and a life-long student of municipal problems.?

This quotation also indicates the nature of the Pittsburgh experiment

1 As United States Commissioner of Immigration in 2 speech before the Pittsburgh
Commercial Club on March 15, 1916. Howe was the author of The Modern City and Iis

Problems; Privilege and Dewmocracy; Why War?; Ewropean Citiss at Work; The City, the
Hope of Democracy; Confessions of a Reformer.
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in municipal taxation, The step referred to was not a revolutionary one.
But it has attracted the attention of many students of taxation and of
economics because it represented a distinct departure from the time-honored
practice of imposing cither a general property tax or a tax on real estate.
Pittshurgh became, as a result of this step, the pioneer city in the United
States to adopt a new scientific principle in the formulation of its municipal
tax system.

The “graded tax”’# law, as it was called, inaugurated the special taxation
of land values in 2 great American city as a deliberate public policy, de-
signed not merely to raise needed public revenue, but to achieve certain
. economic benefits for the community. It is true, in a real sense, that the
land tax was nothing new in the United States, for land had been taxed
everywhere by local governments. But the taxes so commonly imposed
were not levied on land as such; they were actually imposed on real estate
(which includes both land and buildings), or in cases where the personal
property tax had not been abandoned, as a part of the general property
tax (which included both real and personal propesty). Under the con-
ventional tax system widely followed by local governments, the taxation
of land values, though representing a substantial proportion of the total
tax, was only incidental. The general theory was that all property should
be taxed alike without distinction or classification.

About fifty years ago Pittsburghers became land conscious as well as tax
conscious, They had seen a phenomenal increase in land values. Vast
fortunes were being built up through speculation in land. Great Janded
estates were conspicuous examples of fand monopoly. The natural de-
velopment of large urban arcas had been greatly hindered by monopolists
and speculators, :

Civic reformers, social workers and other public-spirited citizens were
impressed with the need for action. Surveys conducted by experts strongly
indicated that the local tax system had & fundemental relationship to some
of the pressing social and economic problems facing the community.®

These probleins were not peculiar to Pittsburgh, though perhaps some

2 The name Graded Tax conveys the idez of a differential tax rate on the two classifi-
cations of real estate, land and buildings (with higher tax rates stipulaced for land and
lower rates for buildings}. It perhaps was also intended to indicate the gradual approach
by ten per cent steps by which under the law the contemplated shifr from buildings to
{and was achieved.

The term Graded Tax did not appear in the publc press in 1913 or prior thereto, bue
in 191%, when repeal became an issue, all newspaper reports and comments made reference
to this term. Available records do not show who invented the term or was the first o use
it. - ’

3 Russell Sage Foundation, Piszsburgh Survey, New York, Charities Publishing Com-
mittee, 1910, also J. T. Holdsworth, Reporz of the Economic Survey of Pittsburgh, Pitis-
burgh, 1912,
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phases of the situation were mote obvious here than elsewhere4 Many
cities had similar problems. And new problems continue to arise, Though
the grave national and international crises of recent years tend to over-
shadow local issues that were formerly very prominent in the public eye,
there is nonetheless a growing realization that our American cities face
problems as serious as any they have ever confronted, Not only are the
demands for public revenue much greater than ever before. Many of our
cities are growing old and are battling against such enemies as siums,
blighted business sections and traffic congestion. Decentralization is caus-
ing radical changes in the urban picture. Suburban communities are
drawing the major share of the increase in population and trade. It
appears that our cities must be largely rebuilt if they are to survive and
maintain their position.® Pittsburgh’s experience may suggest that scientific
taxation can be very helpful in meeting issues of this nature,

The Pittshurgh plan is designed on very simple principles. A lower
tax on buildings tends to encourage builders and thus to expand production.
A higher tax on land discourages the holding of valuable land out of use,
by making land speculation relatively unprofitable; hence it also serves
to stimulate its development. Because the value of land is created by the
activities and by the presence of the community, it is held to be fair and
just that the greater shate of public revenue be derived from this soutce.

The growth of any community may be said to be primarily a matter of
the development of rea] estate. Cities are built npon land and as land is
improved, ouvr cities grow; hence the importance of offering an incentive
for the highest and best use of all valuable land. The Pittsburgh plan is
in accord with the declaration of Theodore Roosevelt that “the burden of
municipal taxation should be so shifted as to put the weight of taxation
upon the unearned rise in the value of the land itself, rather than upon
the improvements.”s

Though this quotation from a distinguished American statesman pre-
cisely fits the tax pattern followed by Pittsburgh, the idea, of course, did
not originate with Theodore Roosevelt. He merely gave his sanction and
the prestige of his exalted position as a former President of the United
States. It was, indeed, Henry George, an illustrious son of Pennsylvania,
who had inspired the movement for the taxation of Jand values.” And as
a candidate for Mayor of New Yotk in 1886, George, though failing of

% Lincoln Steffens, The Shame of the Cities, New York, McClure, Phillips, 1504,

5 Hal Burton, The City Fights Back, New York, Urban Land Institute, 1954, pp. 41,
1385,

8 “The Progressive Party,” Ceniury, October, 1913. This pronouncement was made
within 2 few months after the enactment of the Pittsburgh graded tax law.

¥ *The tax upos the value of land is the best tax that can be imposed.” Henry Geotge,
Progress and Poversy, New York, Robert Schalkenbach Foundation, 1942, p- 414,
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election by a fairly close vote, had the distinction of beating young Roose-
velt, the dynamic Republican nominee, at the polls, though both went down
to defeat at the hands of the powerful Tammany organization, whose
candidate, Abram 8. Hewitt, won the office.®

But long before Progress and Poverty was written by Henry George,
the idea of the special taxation of land values had received the endorsement
of such famous economists as Adam Smith? John Stuart Mill1® and the
Freach Physiocrats®  And David Ricardo'® had proclaimed his “law of
rent,” which had served to emphasize and dramatize the fundamental
nature of the land question and thus, in large measure, to justify the land
tax.

The Early Settlers and the Great Landed Estates
PITTSBURGH RECENTLY MARKED its bicentennial of the founding of Fort
Pitt, which occurred in 1758 with the defeat of the French forces by the
victorious British. !

George Washington probably was the first white person to see Pitts-
burgh's possibilities, Passing through in 1753, he noted in his journal
that the land at the Point where the Allegheny and Monongahela tivers
meet to form the Ohio was “extremely well situated for a fort” 2nd that
back of it lay “a considerable bottom of flat, well-timbered land, very con-
venient for building.”

Pennsylvania had been given to William Penn, solely and as an in-
dividual, by Charles I, King of England, in payment of a debt of about
16,000 pounds owed Penn’s father.

8 The vote for Mayor of New York in 1386 was as follows: Hewitt, 20,552; George,
§8,110; Roosevelt, 60,4375,

? Adam Smith, Wealth of Nations, McCulloch edition, 1850, Book 1, ch. 11, p. 115
“Ground rents and the ordinary rent of land are, perhaps, the species of revenue which
can best bear to have a4 peculiar tax imposed upon them. Ground rents, so far as they
exceed the ordinary rent of land, are altogether owing to the good government of the
sovereign, INothing can be more reasonable than that 2 fund which owes its existence to
the good government of the state should be taxed peculiarly, or should contribure some-
thing more than the grester part of other funds toward the support of that government.”

10 Yohn Stuart Mill, Polizical Economy, 1848, Book §5, ch. 2, sec. §; also Mill, Disser-
tations and Discussions, Vol. 5, pp. 225—6. Mill urged that “the future increment of rent
should be liable to special taxation.” Mill was largely instrumental in founding the *Land
Tenure Reform Association” which, in 1870, commenced a definite program of propaganda
for “the interception by taxation of the future uncarned increase of the rent of land.”

11 Higgs, The Physiocrafs, London, 1897, Also for accounts of the Physiocrats and
their doctrine, see Gide and Rist, Hisfoire des Doctrines Economigues, Paris, 1913, Baok 1,
ch. 1. A cardinal doctrine of the Physiocrats was that of the “impot unigue,” a single
tax upon land, which was proposed to supplant the complex and burdensome taxes of the
*ancien regime.”

12 Ricardo’s Works, McCulloch ed., 1871, pp. 375, 378: “In a progressive country,”
argued Ricardo, . . . “the landlord not only obtains a greater produce, but a larger share
Hence, “the interest of the Iandlord is always opposed to the interest of every other clasa
in the community."”
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Though a few hardy pioneers built their cabins almost immediately after
the expulsion of the French in 1758, no white man could legally own land
in Pittsburgh because it belonged to the Indians. A clear title was not
available to any piece of land in Pennsylvapia until the Indians had ceded
theis rights to it in formal treaties. It was not until November 5, 1768,
that the Indians sold their lands in the older part of Pittsburgh, and not
uatil Jarmary 21, 1783, that they finally relinquished their right to the land
on the North Side.

William Penn had died in 1718. His heirs owned and sold Pennsylvania
lands in two capacities—as “proprietors” and as private individuals. They
usually reserved one acre for every ten acres sold,

A few years after the outbreak of the Revolutionary War, on November
24, 1779, the Legislature passed a “divesting act” by the terms of which
the proprietary or public lands of the Penns were taken from them and
the title conveyed to the state. They were paid 130,000 pounds for these
lands, however, and left in possession of the manors.

The clder part of Pittsburgh—the Golden Triangle—was a manot, and
the Penns proceeded to have it surveyed, laid out in lots 50 x 240 feet,
and sold within a few years after the conclusion of the Revolutionary War.

The land on the North Side was acquired by the state through the di-
vesting act and sold in town lots after a survey made in 1787.

Great fortunes in land had their origin in purchases by several fortunate
individuals from the Penn heirs for merely nominzl considerations. Several
notable Revolutionary War officers, acquired latge areas, including some
very strategic locations, and in the course of a short time realized a tre-
mendous unearned increment.!®

The story of Genera] James (’Hara, Pittsburgh’s first great real estate
opetator, is an illustration of the fortunes that may be made through
“judicious investment” in land. By acquiring Pittshurgh land, even when
it involved some pinching to raise the funds, General O'Hara made
millionaires of some of his descendants and cariched many of them down
to the present day,

O'Hara acquired several of the most desicable cornerlots in the downtown
district, including the future sites of the great Kaufmann department store,
and the Frank & Seder store (both at Fifth Avenuc and Smithfield Street)
and of the Union Trust Building at the corner of Fifth Avenue and Grant
Street. :

In addition to much downtown property, he purchased from the Penns
a large tract extending from the Two Mile Run on the Allegheny River to

13 Magical Growth of Pittshurgh Real Estate, 1770 #o 1937, published by the Pites-
burgh Real Estate Board, 1937,
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the Monongahela River. He bought lots on the North Side and the South
Side and in the Alleghcny Valley near the present borough of Aspinwall.
At the time General O’Hara acquited these lands they were for the most
part unproductive and considered of little value. But he had faith in the
future of Pittsburgh and bis judgment has been amply vindicated.

General O'Hara died and his holdings were divided equally among his
three children, James, Mary and Elizabeth. Elizabeth married Harmar
Denny, son of Ebeneezer Denay, Pittsburgh'’s first Mayor.

Mary O'Hara married William Croghan, Jr., and became the mother of
Mary E. Croghan, whose elopement at the age of 16 from 2 fashionzble
New York boarding school with Captain Edward I Schenley of the
British Army, who was 45 years old and had already been martied twice,
created a sensation. Mrs. Schenley inherited a large part of the O'Hara
holdings.

The Denny estate and the Schenley estate are very familiar names fo
Pittsburgh. Their holdings bore witness to the prudence shown by Gen-
eral O’'Hara when he invested heavily in Pittsburgh land.

Other American Army officers of the Revolutionary War period also
were among the big landlords of the easly days. The Patk Building site,
also at the corner of Fifth Avenue and Smithfield Street, a highly desirable
location, was sold by the Penn heirs to Major Isaac Craig in 1788 for the
sum of 1¢ pounds, or about $50. Major Craig was for many years a
prominent figure in Pittsburgh and for a while acting commandant at
Fort Pitt. He and Stephen Bayard bought from the Penns in 1784 the
property between Fort Pitt and the Allegheny River (now in the new Gate-
way Center redevelopment area).

The present site of the Rosenbaum department store at Sixth Street and
Liberty Avenue was sold by the Penn heirs to Captain Nathaniel Irish,
another Revolutionary War officer, for 12 pounds, 10 shillings, or about
$62.50. ‘This property has remained in the ownership of Captain Irish’s
heirs down to this day.

The Oliver Building, at Smithfield Strect and Sixth Avenue, stands on
part of two lots purchased by Oliver Ormsby on March 7, 1800, for $170.
Ormsby was the son of John Ormsby, who came to Pittsburgh with General
Forbes in 1758 and before the Revolutionary War owned most of the land
on the South Side between the Smithfield Street bridge and Beck’s Run.
The adiacent borough of Mount Oliver is named for Oliver Ormsby.
Ormsby made a magnificent profit on the Smithfield Street land within a
comparatively few years.

Land is the foundation on which most of Pittsburgh’s private fortunes
were built. With the opening of major lines of transportation and the
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development of a great manufacturing center, the value of the early land
holdings grew very rapidly.

The beginning of the nineteenth century found Pittsburgh with a per-
manent population of over a thousand and a Jarge floating population, as
the western tide of migration was on its way and Pittsburgh became known
as the “"Gateway to the West,”

Stagecoach lines ran between Philadelphia and Pittsbutgh carrying mail
and passengers, and a record run was made in four days. The canal
system soon replaced the stagecoach and by 1830, Canal Basin, near the
present Pennsylvania Railroad station, was a busy center of trade and travel.

In 1859 the first oil well was drilled in western Pennsylvania and the
first railtoad line put in operation, creating a new industry and great
wealth for Pittsburgh. The Pennsylvania Railroad completed its line
from Philadelphia to Pittsburgh in 1852 and in 1871 the Baltimore &
Ohio Railroad had brought its line through from Baltimore.

At first Pittsburgh’s great industry was not steel or iron but glass, Gen-
era]l O’Hara had begun making glass in 1795.

Jones, Lauth & Company, predecessor of the great Jones & Laughlin
Steel Corporation, was founded in 1862 with B. F. Jones as head of the
firm.

After 1860 the well established industries were greatly enlarged and
many new enterprises started, Among the great captains of industry were
Andrew Carnegie, Henry C. Frick, Henry J. Heinz and George Westing-
house. Andrew Carnegie, as a boy of 13, came to Pittsburgh from Scotland
in 1848, and made his home just actoss the river in old Allegheny City.
In 1889 the Carnegie Steel concern was formed, with Henry C. Frick as
Carnegic’s operating manager,

Pittsburgh became known the world over as a great steel center. The
city grew in population and annexations greatly increased its boundaries.

Pittsburgh was incorporated as a borough in 1794. It became a city in
1816. In 1874 the Pennsylvania Legislature passed the Wallace Act,
dividing cities into three classes, and Pittsburgh was at that time the only
city of the second class.

Revolt Against the Political Machine
THE ACHIEVEMENT of the graded tax is not directly related to any political
revolution nor to any particufar municipal carepaign. But it wes a mani-
festation of political action. It was facilitated by a civic awakening and by
the growth of popular interest in social and economic problems. Civic and
social reform were in the atmosphere of Pittsburgh in the years immediately
preceding the adoption of tax reform,
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Ever since the Civil War, Pennsylvania had been a Republican strong-
hold. United States Scnator Matthew Stanley Quay had ruled the state
" with a rod of iron for a long period. At his death in 1904, Boise Penrose,
of Philadelphia, succeeded to his seat in the Sepate and to his power as
state G.O.P. boss.

Pittsburgh had for many years been dominated by a Republican machine
operated by Christopher Lyman Magee and William Flinn. For more than
two full generations, almost without a break, the city had been in the grip
of what has been described by the author of Pittsburgh’s bicentennial
history** as “the most cold-blooded and vicious political ring that ever
ruled an American city,”

Lincoln Steffens, who surveyed Pittsburgh in 1903, painted a vivid
picture of the Magee-Flinn political machine and its alliance with the big
private monopolies and privileged interests of those days.*®  Frederic C.
Howe, who was a native of Western Penasylvania, also was highly critical
of the state organization.® 2

Christopher Lyman Magee was a popular politician, beloved, gracious,
handsome and by many revered almost as a saint, even by some who
criticized his machine. Perhaps it was his magnetic personality that com-
pletely lulled asleep those who should have beea quickest to recognize his
methods.

C. L. Magee was clected to city council in 1864 and to the office of city
treasurer in 1871. He then retited from public office and drew up an
ambitious plan which involved control of the politics of Pittsburgh and
Allegheny County and devoted himself to its realization. An advantageous
political alliance in 1879 with William Flinn, a public coniractor, ma-
terially added to his power, which was further increased when in 1882
Flinn became chairman of the city Republican executive committee, a
position which he held continuously for twenty years.

Magee next proceeded to safeguard the permanence of his position by
firmly entrenching himself with the Pittsburgh business interests, banks and
public utilities, constantly making friends and supporters in return for
deposits of public funds, franchises and other favors. Magee became the
political agent of the Pennsylvania Railroad, which at that time exerted a
powerful influence in state politics and legislation. He was twice elected
to the State Senate.

14 George Swetnam, Bicentennial History of Pittsburgh and Allegheny Counfy, Histori-
cal Record Association, Pittsburgh, Pa., 1956, Vol. 1

15 Fincoln Steffens, “Pitmsburgh: A City Ashamed,” The Shame of the Cities, New
York, McClure, Phillips, 1904, pp. 147-89.

16 Prederic C. Howe, Confessions of a Reformer, New York, Chacles Scribner’s Sons,
1925, pp. 70-3.
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Senator Magee owned considerable real estate, a daily newspaper, the
Pittsburgh Times, and stock in more than fifty enterprises. He served as
director of fifteen banks, insurance companies and traction lines, and as
ptesident of the thirty-million-dollar Consolidated Traction Company.
He left an estate appraised at more than four million dollars,

In spite of some friction with Matthew Stanley Quay, then boss of the
state, Magee and Flinn controlled the politics of Pittsburgh and Allegheny
County with scarcely a break from 1882 to 1899. In the latter year Magee's
health began seriously to fail and a bitter fight with Quay developed over
the award of public contracts. In 1903, two years after Magee's death,
the Magee-Flinn machine began to disintegrate.

As early as 1895 independent citizens had organized to combat the ma-
chine through court action and by the nomination of independent candidates
for office. These efforts at times attracted strong popular support. ‘The
Municipal League, led by Oliver McClintock, a prominent merchant, began
a fight for civic reform. 'This uptising culminated in 1906 in the election
a5 Mayor of George W. Guthrie, a prominent Democrat with strong in-
dependent support. Guthrie had long been active in the fight for better
government and had come extremely close to being elected to the same
office in 1896 as the nominee of the Municipal League.

The political overturn, however, did not bring into city councils an in-
dependent majority which was needed to suppott fully the administration’s
policies. The need for further reform in government soon became evident,
Serious graft scandals in the city councils in connection with public fran-
chises and contracts were uncovered before Mayor Guthrie retired.t? ‘This
soon led to a popular demand for a more modern and efficient type of
legislative body for the city and eventually the entire councilmanic bodies
as then existed were “ripped” out of office by the Legislature,

Guthrie was the first Mayor of “Greater Pittsburgh,” being in office at
the time of the consolidation of the two cities, Pittsburgh and Allegheny,!s
which were contiguous except that the Allegheny River ran between them,
Later he served by appointment of President Woodrow Wilson as Am-
bassador to Japan. Duting the Guthrie administration the tax reform
movement actually got under way, though all of the legislative acts directly
related to it were obtained duting the term of his successor,

17 The Votezs’ Civic League, headed by A. Leo Weil, a prominent attorney, hired de-
tectives who, after months of quiet investigation, had aceumulated 2 mass of evidence for
the grand jury. No less than sixty of the persons named in the seventy-nine indictments
pleaded wolo contendere, More than twenty served terms in the county jail or penitentiary.

18 The people of the two cities voted on annexation June 12, 1906, On Juze 16, 1906,
the court declared Pittsburgh and Allegheny to be legally consolidated as “The City of

Pittsburgh,” The city councils were consolidated and the Mayor of Allegheay became
deputy mayor of the greater city until the expiration of his term,
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At that time the Mayor was clected only for three years and the chief
executive was not legally eligible to succced himself. Mayor Guthrie
joined with the civic reformers in lannching the Civic Party for the cam-
paign of 1909 in support of William H. Stevenson, then an independent
Republican member of Council. But the regular Democratic organization
did not join in this movement. The campaign for Stevenson was not
successful. Before he retired from office, however, Mayor Guthrie created
the Pittsburgh Civic Commission as a semi-official body and appointed its
original membess. ‘This group was to play a very important part in the
civic life of the community in the years immediately ahead,

The year 1909 also brought William A. Magee, 20 able young lawyer,
to the forefront. As the regular Republican nominee, he was elected
Mayor and he continued to be very prominent and influential in the life
of the community until his death in 1938. Hc was to serve two full terms
of four years as Mayor and later a term as a member of City Council.
William A, Magee was 2 nephew of Christopher Lyman Magee and suc-
ceeded him as State Senator but did not inherit either his forfune or his
political organization; the remnants of his machine had been rooted out by
Mayor Guthrie and the indcpendents,  But the younger Magee had already
been recognized as a skillful politician and had assurned a prominent place
in the local Republican party, He had beea an uasuccessful candidate
for the Republican mayoralty nomination in 1906 but had made a rather
brilliant canvass. The Republican nominec who had won over Magee,
however, had gone dowa to defeat by Guthrie. ‘Then in the fall of 1906,
Magee had been elected unanimously to be chairman of the Republican
County Committee. Interested in politics even before he cast his first vote,
he very early won election to the City Council and had served a short while.
Tt soon became evident that he was not only well versed in politics but was
also a keen student of municipal problems.

A Practical Politician Embraces Civic Reform

"THE CIVIC REFORMERS generally were at that time very critical of Magee.
They had opposed his election largely because of his political associations.
During the first year of his administration, they were very skeptical as to
the prospects for civic betterment. But the citizens were very alert in those
days. Civic reforms of various types were vigorously promoted by various
nonpartisan civic bodics who sought to bring good influences to bear both
in the city government and at Harrisburg, where the laws of the state were
written, there being no municipal home rule yet.

Almost at once a popular campaign was launched in support of an im-
ptoved form of city government. It received much publicity and con-
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Harrisor’s report pointed out that “for a generation Pittsburgh had
been entangled with a taxation scheme which, because of discriminations,
made it easy for individuals and estates to hold great areas of underim-
proved land, but which, on the other hand, went gunning for the man
who bought and improved a small tract, and leveled at him what was in
effect a double tax rate. The first was rewarded for doing nothing further
than holding the land while the community grew and made it valuable,
but the second was penalized for doing something which directly increased
not only his own but all land valies,”

In 1910 real estate to the value of $212,900,000, ot 28 per ceat of the
total, was classed in the rural and agticultural groups and paid only two-
thirds or less of the current rate of the wards where located. The land
classified as agricultural was in reality held by wealthy individuals or
estates for the rise in valucs, and this was the class of real estate which
paid only one-half of the tax rate. Its owners were “such persons as were
patticularly able to pay taxes in the support-of government.”

The Progressive Laws of 1911

A BILL WAS DRAFTED to abolish the classification system which had been
originally created by an act of the legislature. 'This measure received
hearty support from the Civic Commission, the Chamber of Commerce,
the Pittsburgh Board of Trade and other civic bodies. The City Board
of Assessors had cooperated in the survey of assessments. Mayor Magee
gave the bill strong support. It was enacted into law?? without much of
a battle at Harrisburg in view of the evidence of favorable public sentiment,
This significant step was of greater impottance than is generally realized
for it gave great impetus to the tax reform movement.

But this was not the only important step taken at the 1911 legislative
session. Mayor Magee sponsored a bill to abolish city taxes on machinery
attached to real estate, which tended to concentrate more taxation upon land
values. This measure, of course, was favored by Pittsburgh industries,
both large and small. It became a law without seriows opposition.?*

At the same time great interest had developed in the idea of bringing
about 2 more efficient administration of the public school system, In line
with the reform in city government, it was decided to propose abolishing
the various local school boards which had been elected by wards. They
would be replaced by a Board of Public Education having jurisdiction over

22 Pennsylvaniz Laws, 1811, p. 273, approved by Governor John K. Tener, May 11,
1911.

28 Penpsylvania Laws, 1911, pp. 287-88, approved by Governor John K. Tener, May
12, 1511.
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the area of the entire city. And with a view to a non-political administra-
ton of the schools, the members of the board, who would serve without
compensation, were to be elected by the Board of Judges of the Court of
Comrmon Pleas. This measure also met with a friendly reception at Harris-
burg and the bill was cnacted into law** with no important amendments.
While the new school code, as it was called, was not advanced as a tax
reform measure, it also had an important effect on the local tax situation
because taxes would now be levied on a uniform basis throughout the city
(instead of each ward having its own individual school tax rate). This
meant that the more valuable real estate, wherever Jocated, would con-
tribute a larger share to the total cost of operating the schools of the entire
city. ‘This phase of the tax situation had not been overlooked in the tax
study made by the specialists who conducted the Russell Sage Foundation
survey, 'The tendency would be for the owners of the most valuable land
to contribute a larger share than heretofore. '

The legislation thus obtained by Pittsburghets at the 1911 session had
represented a great step forward. The “progressive movement” was strong
in those days and was evidently having its effect on the lawmakers regard-
less of political affiliation. The way was paved for the launching of the
graded tax movement.

Just how the name “graded tax” first came into use is not entitely clear.
Tt was not used when the plan was first advanced but appears to have been
adopted as an appropriate designation within a few years thereafter.

The honor of being the first organization publicly to spopsor the graded
tax plan must go to the Keystone Party of Allegheny County. ‘This “third
party” had been organized in 1910 in a political emergency, when inde-
pendent and progressive citizens throughout the state were aroused to
action. An outstanding figure was William H. Berry (a single tazer) who
had been elected State Treasurer by the Democrats in 1905 and had ex-
posed very extensive graft in connection with the erection about that time
of the new state capitol building at Harrisburg. He was being strongly
urged as the logical Democratic nominee to oppose the nominee of the
Penrose Republican machine, John K. Tener.

But the Democratic state convention had also been boss-controlled and
was suspected of being under Penrose influence. Berry failed to receive the
nomination of his party. As a storm of protest arose, the Keystone Party
was organized by independent Democrats and Republicans. The new party,
with the handicap of divided opposition to the Tener candidacy, was unable

24 Ponnsylvanis Laws, 1911, pp. 309461, approved by Governor Jobhn K. Tener, May
13, 1211, '
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to overthrow the state machine.?> But it aroused great enthusiasm and
came very close to sweeping the state. Encouraged by this measnre of suc-
cess, it was decided to continue the independent party for the local election
of 1911.

In Pittsburgh and Allegheny County the new party attracted the support
of a number of strong independent leadets, many of whom later held im-
portant public offices, though the patty was not sufficiently strong to elect
its Jocal ticket in 1911. Nonetheless it had made a good fight and devel-
oped new political leadership for future civic battles. ‘The county chair-
man at that time was J. Garfield Houston, a young lawyer who some years
later served as President of the Board of Public Education. Others promi-
nent in the leadership were William N. McNair, Cornelius D. Scully and
John S. Herron (each of whom latet served as Mayor of Pittsburgh after
becoming prominent in the affairs of their respective major parties), Ward
Bonsall, William D. George, John M. Henry, Jonathan W. Freeman,
Bernard B. McGinnis, Wayne Paulin, George J. Shaffer, Carl D. Smith and
Harty H. Willock. Most of these young leaders were active single taxers.
This was the cause from which they derived their chief inspiration and to
them, politics was a means to an end, rather than an end in itself,

The Keystone Party platform of 1911 put the patty on record in favor of
2 new idea in municipal taxation. According to the Pittsburgh Leader (a
former daily newspaper) of July 22, 1911, William E. Schoyer was chait-
man of the platform committee and Ralph E. Smith drafted the section
dealing with municipal taxation. This was by no means the only plank
ot even the major plank in its platform, but it has an historic significance:

“We believe that the unduly high price of land in this county, causing
high rents for both factory and home, is the greatest obstacle in the devel-
opment of diversified industries in this district. These high prices ate due
largely to the speculation in land by which a few individuals approptiate to
themselves the values resulting solely from the growth of the community.

“In order to remedy this, we would greatly relieve the improvements on
land from taxation, and to this end, we favor the reduction of assessments
on such improvements at the rate of ten per cent a year for 2 period of five
yeats, thereby reducing taxes on all improved real estate and somewhat in-
creasing them on land held out of use. Such a policy would tend to reduce
rents and to cause the improving of unused land to the great benefit of all
the peaple.”z¢

25 Popular vote for Governor of Pernsylvania, 1910: Joha K. Tener, Republican,
415,614; William H. Berry, Keystone, 382,027; Webster Grim, Demacratic, 129,395.
Tener had 2 plurality but not a majority.

26 Adopted July 22, 1911, as reported in The Saturday Critic, July 1911,
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But the graded tax plan was chiefly promoted by non-partisan civic organ-
izations. It was, in fact, never made a prominent partisan political issue.
That it had been first endorsed by the Keystone Party was not long remem-
bered. The new party vanished from the scene within a few months after
the city and county campaign of 1911, having succeeded enly in electing
one of its judicial candidates. When in 1912 the followers of Woodrow
Wilson won in the Democratic primaries in Pennsylvania, and the followers
of Theodore Roosevelt won in the Republican primaries, the demand for a
third progressive party ceased to exist, and the individual “Keystoners” re-
tugned to their former partty allegiances or made new affiliations according
to their preferences. (Though William Howard Taft, mnning for re-elec-
tion, won the Republican nomination for President in 1912, he lost to
Roosevelt in Pennsylvania. )

"Thus the position of the progressives in both major parties was consider-
ably strengthened, and even the more conservative public officials who
might be classified as regular Taft Republicans (such as Governor Tener
2nd Mayor Magee) felt the influence of the progressive trend of the times.

The Keystone Party had brought together for effective team work a re-
markable group of young, aggressive leaders and workers. Many of them
were ardent advocates of the taxation of land values, though there was also
much interest in other comparatively new ideas such as the more direct rule
of the people through the initiative, referendum and recall.

Civic Commission Proposes Graded Tax Law

HowEVER, IT Was the Pittsburgh Civic Commission that brought the
graded tax plan directly before the city officials and the general public as a
specific project in its program of civic betterment. The commission was an
unusual type of civic organization. While it had an official origin (its
members originally were appointed by Mayor George W. Guthric), it was
supported entirely by contributions of private citizens and sought to enlist
the interest and support of all public-spirited citizens in behalf of 2 broad
program including such projects as city charter teform to modify the form
of municipal government, city planning for major public improvements,
and municipal tax teform. It was, of course, an independent group not
associated with any political party. ‘The members of the commission served
without compensation but employed assistants to plan and conduct activi-
ties. It consisted of H. D. W. English, president; H. J. Heinz, John W.
Beatty, 'T. E. Billguist, Charles F. Chubb, William L. Jones, James W. Kin-
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land tax movement®® though, as mentioned, he had actively sponsored the
act to equalize the assessed valuations of real estate and also the act to ex-
empt machinery from taxation, both adopted in 1911, Magee was then in
a receptive mood for further tax reform. But before finally committing
himself to the plan, he sent a special investigator, Thomas C, McMahon, a
member of the board of assessors, to visit municipalities in western Canada
where similar tax systems had been in operation and were attracting favora-
ble atteation.?® The City of Vancouver had entirely exempted buildings
from taxation by gradual steps over 2 period of fifteen years, That com-
munity was enjoying a remarkable building boom, conditions were very
prosperous, and the city was receiving ample revenue under its new tax
plan.

Mayor L. D. Taylor of Vancouver came to Pittsburgh about this time to
address the Oakland Board of Trade and gave a first-hand report which was
decidedly in favor of shifting the tax burden from improvements to land
values. Mayor Magee then gave his endorsement to the proposed law and
ever thereafter was a consistent supporter of the graded tax plan, bringing
to its support many of those who were closely associated with him in politi-
cal life.

The graded tax bill was introduced in the legislatuse on February 26,
1913, by Representative Abram C. Stein, Republican, of Pittsburgh, and
promptly referred to the Judiciary General Committee for consideration,
The committee made a favorable report. Meanwhile the bill was approved
by a caucus of the Allegheny County delegation. It received strong support
from the members of both political partics. The Republican Pasty was at
the time in full control of both houses of the legislature, The bill was
passed in the House™ on April 9, 1913, by a vote of 113 to 5, It passed in
the State Senate®? on April 30, 1913, by a vote of 40 to 0.

*%1In an address on Septamber 26, 1924, before the Henry George Club of Pittsburgh
on the “Progress of Tax Reform in Pirtsburgh,” Mayor Magee said: *I am principalty
interested in two things regarding raxation: the progress of the greded tax law and the
problem of assessments for public works, Both concern the unearned increment, the
profit of land owner who becomes rich through growth of the community withont effort
on his own part. I am frankly opposed to him, I can say that without becoming a-
single tazer. We owe Henry George a great debt for having exposed him for what he is,
a parasite upon the body politic.”

2% Robert M. Haig, The Exemption of Improvements from Taxation in Canada and
the United States, 1915, pp. 170-1 (a report prepared for the Committee on Tazation of
the City of New York).

20 Pennsylvaniz Legislative Journal, 1913, Vul. 2, pp. 1635-36.

¥ Penmsylvania Legislative Journal, 1913, Vol. 2, p. 2453.
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tess in this boss-ridden machine-controlled commonwealth will, no doubt,
be welcome news,

Those who worked for the bill duting its passage did not, of course,
label it as & single tax measure but appealed to the common sense of the
members of the Legislature. Mayor William A. Magee, although regarded
. by many as a reactionary Republican, is a Mayor who does things, and it

did not take him long to discover what benefits the single tax principle
of taxation would bring to Pittsburgh. He theteupon asked William D.
George to draft a bill. George was glad to respond and followed the
bill every step through the Legislature in the most diplomatic fashion.
He met every argument advanced by opposing legislators in such a con-
vincing manner that they were forced to admit the logic of the bill. The
Civic Comimission was very active in supplying literature to the legislators,
explaining the advantages of the bill,

All this happened in the East, in Pennsylvania, in Pittsburgh, 1t is
certainly a trivmph for the loyal little band of single taxers who have been
fighting for their cause for the past twenty yeats in this garden city of
millionaires and slums.®* ;

In another news letter from Pittshurgh to the Single Tax Review,
McGinnis had reported that

much is being done by 2 band of young workers who never fail to expound
the single tax on the slightest provocation. Sometimes it is in the men’s
chibs, in YMCA meetings, in the Bible classes; at other times on the street
corner or the political platform. These young men believe in the single
tax as they do in a great religion. There are about forty of them and
their number is growing. Some day, not far off, if not already, they will
exert a potent influence ip the economic affairs of the city. They never
fail to impress theit ideas on the city officials and men of influence when-
ever the opportunity permits.3s

New Tax Plan Under Attack

BUT THOUGH A CLEAR VICTORY had been won, the advocates of the graded
tax plan were soon to face a battle for its retention. ‘The law was in
effect in Pittsburgh and also in Scranton, separate 2ssessments of land and
buildings had been made, and the city councils had in 1914 reduced the
building-tax rate and increased the land-tax rate, having taken the first
modest step prescribed by the new tax law. The State Legislature, of
course, had the power to alter or repeal the law at any time. It soon be-

3¢ T'he Public, May 23, 1913, p. 489.
85 The Single Tax Review, May=June, 1912, pp. 4446,
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came known that the issue would have to be faced again at the next bi-
ennial session of that body,

The resson for reopening the issue was chiefly political. Had Mayor
Magee continned in office, this crisis would probably not have arisen. But
Magee could not legally succeed himself under the then existing state
law. An effost by his friends in the Legislature to remove this prohibition
had, indeed, been passed by both houses but had been vetoed by Governor
Tener. The Mayor then had joined with the civic reform element in sup-
port of the mayoralty candidacy of Congressman Stephen G. Porter. It was
Pittsburgh's first “nonpattisan” city election, the Legislature having ac-
ceded in 1913 to the demand for a nonpartisan municipal ballot. Under
this plan the Democrats did not nominate a city ticket. As a minority
party in Pittsburgh, they were not in a strong position. The Republicans
tended to divide into two factional groups contending for control. Many
of the progressive Democrats supported Porter. Porter led in the vote
in the elimination primary but was defeated in the election by Joseph
G. Armstrong, former Coroner and Director of Public Works.

The graded tax had not been advanced as a direct issue in the campaign,
but its opponents tended to support the Armstrong candidacy. His victory
at the polls encouraged them to attempt to overthrow the graded tax be-
fore it became a permanent fixture. Some of the big Jandowners were
already beginning to feel the effect of the higher land tax. 'The out-
standing representatives of these interests were Frank F. Nicola, president
of the Schenley Farms Real Estate Company, and Edward F. Daume?®s
of the Commonwealth Real Estate Compary, agent for the Schenley Estate.
They fought the tax plan in speeches and literature.

Mayor Armstrong had severed his former ties with Magee when the
Iatter declined to suppott his candidacy. Under the circomstances, the
graded tax opponents had no difficulty in obtaining Armstrong’s sapport
for the proposed repealer. The City Council at the time was divided in its
attitude, but the Mayor induced his supporters in that body to join the re-
peal move. Among them was Councilman Robert Gatland, at one time
president of the Chamber of Commerce, though in later years Garland
became = strong supporter of the graded tax and frequently wrote and
spoke in its favor.

The repeal was urged on the ground that the measure was a discrimina-
tion against owners of land and “a decided step toward the single tax

36 Edward F. Daume, “A Critical Analysis of the Operation of the Pittsburgh Graded
Tax Law,” The Annals of the American Academy of Political and Social Science (1930),
p. 141,
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theory of Henry George.”s" The graded tax was attacked by some as
chiefly benefiting “the money-powerful skyscraper barons.” Mayor Arm-
strong led the fight and, as the official head of a great city, was able to
exert considerable influence and political power upon the legislators at
Harrisburg, The Pittsburgh Chamber of Commerce joined the repeal
movement. But the repeal was opposed by other organizations, including
the Pittsburgh Real Estate Board, Pittsburgh Civic Commission, Pittsburgh
Board of Trade, Housing Conference, and Civic Club of Allegheny
County, by some of the principal newspapers, and by the single taxers.

The repeal bill was introduced in the House of Representatives by W.
Mitchell Hamilton of Allegheny County on February 9, 1915, and referred
to the committee on municipal corporations. It provided that “all real
estate shall be assessed and taxed for all purposes of taxation at & wniform
rate without discrimination or distinction of any kind between land and
the buildings thereon, and no clessification of real estate for purposes of
taxation shall hereafter be made.” '

This repeal measure passed the House®® without debate on March 25,
1915, by a vote of 108 to 24. Then the real battle began in the State
Senate. A public hearing was demanded and tock place before the com-
mittee on municipal affzirs on April 27. The repeal was advocated by
delegations representing the Chamber of Commerce, some large banks and
trust companies and landed interests.

Mayor Armstrong was not present but sent a letter favoring the repeal.
He also sent as his spokesman City Solicitor Charles K. Robinson, 8ix of
the nine Councilmen had lined up with the Mayor and delegated Robert
Garland and Dr. G. A. Dillinger as their spokesmen. Garland also spoke
for the Chamber of Commerce, in which he was prominent. Among
others favoring the repeal were C, Edward Keck of the Freehold Real
Estate Company and Edward F. Daume of the Commonwealth Trust
Company, though the Pittsburgh Real Estate Boatd had officially main-
tained its position in favor of the graded tax,

A letter from the Chamber of Commerce was read endorsing the re-
pealer, also one from David P. Black, realtor and former Councilman,
Some opponents of the graded tax said that “unimproved landowners are
the poorest of property owners” and therefore should not be asked to pay
higher taxes. Another attack concluded with the flat assertion that the
graded tax “is unlawfnl, unjust, unfair and un-American.'s?

37 The Public, April 30, 1915, p. 427,

88 Pepnsylvania Legislative Journal, 1915, Vol. 1, p. 937,
88 Pittsburgh Posi, April 28, 1915,
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represents; it is nevertheless endorsed by and is clearly in the interest of the
wvast majority of the public. . . .

To frec the city government to some extent {rom the embarrassment of
its own blunders, the Legislature is asked to strike down one of the most
progressive and entirely commendable statutes enacted for a generation—
a measnre whose public benefits are so calculable that the legislative ses-
sion has developed an overwhelming public sentiment in favor of extend-
ing it to apply to third-class cities.

It is Frobably because the legislative leaders know perfectly well that
the public strongly favors the law that the Senate yesterday sent the re-
pealer back to committee. . . . The indications are that the committee will
be its burial place, and if so, it is not amiss to remark that as far as
everybody except the land speculators and budget bunglers is concerned,
it will die unwept, unhonored and unsung.

But the repealer was reported out of committee under political pressure
on the closing day of the legislative session and came before the Senate
on the question of final passage. Then ensued a lively debate between
Sepator Charles H. Kline, then serving as.President pro tem of the Senate
(later to be twice elected Mayor of Pittsburgh), and Senator Charles J.
Magee, a younger brother of William A. Magee.

One of the major arguments advanced for the repeal in this debate was
that the City of Pittsburgh was losing and would continue to lose much
potential revenne through the lower tax rate on buildings, though, as a
matter of fact, there had been no loss of revenue; it was merely a matter
of shifting some of the burden from one soutce to another, there being no
tax rate limitation to hinder this process, Though Senator Kline had voted
for the graded tax in 1913 at the instance of Mayor Magee, with the
change of administration in Pittsburgh he was now the chief spokesman
for the forces of Mayor Artmstrong and led the attack in strongly critical
terms. Senator Magee made a spirited defense and cited many advantages
of the new tax plan. But the debate was chiefly for the record, and per-
haps for its possible influence on the Governor, Probably few votes were
changed by it. The bill passed the Senate on May 20, 1915, by a vote
of 33 to 12. Of the six Senators from Allegheny County, three voted
for and three against, an even division, indicating that the graded tax
was not without strong local support in the Sepate. Those against the
repealer were Senators Magee, Moore and McKee, and those voting for
were Senators Kline, Burke and Semmens.t?

The following morning, the Pafsburgh Post published a strong edi-
torial entitled "Not a Square Deal,” protesting the action of the Legis-
lature.*2

$11hid, p, 4034,
42 Pittsburgh Post, May 21, 1915,
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Ralph E. Smith, promipent single tax Democtat (later to be Postmaster
of Pittsbucgh), wrote a news dispatch for The Public, May 28, 1915,
under the headline “Bad Work of a Gang-Conirolled Legislature.” He
said that

Senator Magee made a strenuous fight and would have been successful
had not the state organization demanded the passage of the bill as a proper
recognition of Mayor Armstrong as the party leader in Pittsburgh. But
we ate not defeated. Governor Brumbaugh is intelligent, fearless and
honest. We expect him to veto the repealer.3

The repeal could not become effective without the Governot’s signature,
In this instance it was not forthcoming. The friends of the graded tax
took their case to the Governor. Much credit is due Governor Brumbaugh,
for without his aid in this crisis the Pittsburgh graded tax might have had
a very short history. In his veto message the Governor said:

This repealer is opposed by the largest group of protestants that have
been hearg on any bill. It is advocated by those in charge of the fiscal
policy of one of the two cities concerned.

Inasmuch as there is such a conflict of opinion, and inasmuch as the
Jaw has scatcely yet been tried, it is well to allow it to operate uatil 2
commanding judgment decrees its fate. To disturb it now, when a pre-
ponderance of opinion favors it, is unwise,**

Strongly endorsing Governor Brumbaugh’s action, on June 11, 1915, the
Pittsburgh Post said:

Governor Brumbaugh’s veto of the bill repealing the graded tax for
second-class cities represents an important victory for the people. . . . The
enactment of the repealer was one of the most brazen acts of defiance of
the popular will that has been recorded in years. . . .

The Governor says that the repealer was opposed by the largest group of
protestants heard on any bill. Yet this sentiment was almost completely
ignored by the Legislature, one of the leaders shamelessly admitting that
he was controlled in his vote by “my boss.”’#¢ Governor Brumbaugh may
be assuted that he has made no mistake in interpreting the will of the
citizens of Pittsburgh and their gratitude goes out to him accordingly.

The present law is desired by the people to discourage the unjust holding
of idle land to profit by the improvement of adjoining property. It en-
courages the builder. It encourages those who add to the wealth of the
city instead of those who would hold their land only to profit by the toil
and enterprise of others.

48 T'he Public, May 28, 1915.

&4 Pitishurgh Press, June 10, 1915, p. L.

26 Yn the legislative debate Senator Kline made reference to “my boss,” indicating
that Lis action in urging repeal was due to the attitude taken by Mayor Armstrong.
In 1913, when Mayor Magee was in office and was actively promoting the graded tex haw,
Kline had supported it but was now reversing his position.
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On the same day, the Pittsburgh Dispatch also published an editorial
headed “No Graded Tax Repeal,” in which it said:

Despite'the desperate efforts of the city administration to secure the
repeal of the graded tax law, as part of its hunt for additional revenue to
make up the deficit caused by official extravagance and blundering, the
law will stand, thanks to the Governor's veto of yesterday, . . . The law
was passed in 1913 with practical unanimity, and it was only after the
Pittsburgh administration had got itself into a hole that an organized
campaign for its repeal was begun. . . .

Happily the Governor was not to be deceived. . . . As he says, now that
the experiment has been made, it should be continued until it is proved.
To repeal the graded tax at this time would settle nothing, It would be
almost certain to be revived. If, on the contrary, it is retained until it is
thoroughly tested, there will be sound reason for keeping it or rejecting it.

The Pittsburgh Press also joined in the chorus of congratulations that
day and, in an editorial under the heading “Graded Tax Repealer Killed,”
said: _

Pittsburgh is to be congratulated upon the failute of the plot to deprive
it of its progressive graded building tax law. . . . The announcement from
Governor Brumbaugh that he has vetoed the trepealer preserves for at
least another two-year period a statute so pre-eminently fair and so thot-
oughly in accord with enlightened modern ideas of taxation that it has been
favorably commented upon from one end of the United States to the
other.

The principle upon which the new tax system is based—that unim-
proved land, being held out of use, should pay 2 higher tax than land
upon which buildings have becn erected—is a principle which can operate
only to the benefit of the community. For its inevitable effect is to en-
courage building improvements by relatively decreasing the landowner’s
taxes the moment he puts up a building. The former plan of putting as
heavy a tax on buildings as on unimproved land has been aptly described
as “fining a man for committing public improvements.” Governor Brum-
baugh’s decision to prevent the City of Pittsburgh from reverting to the
senseless and very properly discarded old system will be chronicled by all
friends of progress with gennine pleasure.

Defeat had turned into victory. ‘The fight for tax reform in Pittshurgh
had reached its climax. The major credit for providing the necessary
political support must go to Mayor Magee and Governor Brumbangh,
both of whom were Republicans. But the civic organizations and the loyal
and effective band of single taxers working with and through them had
supplied the motive power and would continue to support and defend
the cause if necessary.

No one claimed that Pittsburgh had solved all of its problems, or even
that it had achieved 2 perfect tax system. But by 2 series of steps a great
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‘The issue having been fought out in the Legislature, the future of the
graded tax was left in the hands of the city officials. In 1915 the graded
tax had just begun to function; only the first step had been taken, that
of reducing the tax on improvements by 10 per cent, and of increasing
the tax on land value by an equal percentage. But the act of 1913 was
not optional; it was mandatory. The process of gradually shifting the
weight of taxation from buildings to land, therefore, was automatic,
Neither the Mayor nor the Council had any alternative but to follow the
terms of the law,

In reviewing the situation toward the end of his service as Mayor,
William A. Magee said:

In 1913 the proposed graded tax law appealed to me because of condi-
tions in Pittsburgh. We had large tracts of vacant land in the residential
areas and many dilapidated, old and small buildings in the business dis-
tricts. A bonus to the owners [who improved their properly] in the
form of a relatively lower rate of taxes was deemed worthy of expetiment.

After years of experience, we are justified in claiming success. Many
new buildings have been erected in the business district and the residential
area has been practically built up. Five square miles have been annexed
to the city by vote of the people of the adjoining territory. The principal
argument for annexation was the lower taxes inside the city.4?

Mayors Magee and Armstrong had been the chief actors in the munici-
pal tax drama as leaders of the opposing forces. Armstrong ended his
term of office in 1917 but later served several years as County Commis-
sioner. Magee remained active in city and state politics until 1937, twenty
years later. He lost a battle for the mayoralty in 1917 in the second non-
pattisan city election but won the office of Mayor again in 1921 as the
regular Republican nomince that year,® and as late as 1933 was elected
to Council on both party tickets. In the interval between these elections,
he had served as a member of the Pennsylvania Public Service Commission.,

Edward V. Babcock, winning over Magee in the 1917 election, succeeded
Armstrong as Mayor in 1918. Magee returned to the office in 1922,
Thereafter Charles H. Kline, former State Senator and Judge, was twice
clected Mayor, in 1925 and in 1929. Nothing of special significance to
the history of the graded tax occurred during this period.

Councilman John 8. Herron succeeded to the office of Mayor for a short
time in 1933 when Mayor Kline resigned under pressure. But a political
revolution was then in the making, owing to a combination of circum-

48 Seatement of Dec. 14, 1925, A Practical Program for Reducing Taxes on Improved

Real Estate, published by Graded Tax League of Pennsylvania.
50 }is opponent in that election was William N. McNair.
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stances threatening the patty in power, and Herron, as the Republican
nominee, went down to defeat in the Democratic landslide of 1933.

Democratic Mayors, all elected under the party ballot system, have been
directing the city government without interruption ever since the tutn of
the political tide. The first of these, William N. McNair, served during
the years 1934 to 1936;"* Cornelius D. Scully from 1937 to 1945;% David
L. Lawrence from 1946 to 1958 (when he resigned to assume the office
of Governor of Pennsylvania); Thomas J. Gallagher, 1959 (President of
Council succeeding to office of Mayor for an unexpired term}; and Joseph
M. Batr (former State Senator), the present incumbent, who assumed the
office in December, 1959, after winning a special election.

All have been staunch friends of the graded tax plan. Each of them, in
his own way, has played a significant part in maintaining and defending it,
and thus helped to assure its permanence. In this manner the nonpartisan
or bipartisan nature of the tax system has also been recognized.

The Opposition Collapses
TuE Crry COUNCIL also, as the tax-levying body, has played an important
patt. Except for a short period during the Armstrong administration, 2
majority of the members of Council, both under Republican and Demo-
ctatic rule, have been firm friends of the graded tax plan. Dr. James P.
Kerr, William Y. English, John 8. Herron, Peter J. McArdle and Robert
Garland were among the most conspicuous supporters during the Republi-
can era. Though, as has been related, Garland was at first strongly

51 Franklin Roosevelt had carried Allegheny County in the presidential election of
1932 (though losing the state) and had swept thres Democtatic Congressmen into office
with him, and some members of the State Legislature. But the county and city had long
been Republican strongholds. Despite the handicap of a small Demoeratic voter registra-
tion in 1933, William N. McNair, running only on the Demacratic party ballot, supported
by the regular party organization but aided by a large independent vote, won election by
a majority of over 30,000 votes. 'The eatire Democratic city ticket and two candidates
on their judicial ticker were elected at the same time. Many independent voters had
lefr the Republican party.

McNair, with the firm support of the Democratle organization, including leaders
of organized labor, hed won in the primaries, contending for this honor with another
lawyer and ardent single taxer and Democrat, John M. Henry. ‘This incident further
serves 1o show the strong position a small group of active single taxers had attained in the
minority party of those days. The Democratic primary voter could only choose between
two single taxers then leading organization and indepeadent groups.

52 Mayor McNair resigned his office on October 6, 1936, and Cornelius D. Scully, then
President of City Council, was elected Mayor by the Council for the unexpired term.
Scally was elected by popular vote in November, 1937, for the regular term of four
vears, and again in 1941 for a sccond full term of four years. When he retired
from office, Scully had served longer than amy previous Mayor. But that record has
since been exceeded by David 1. Tawrence (the cnly Mzyor ever to have served three
full four-year terms. And Lawrence was elected for a fourth term in 19573 he served
one year of that term Lefore resigning to becoms Governor.)
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stantial tax savings for the vast majority of the home owners, it was re-
solved that “this Council strenuously oppose any attempt to tepeal this
beneficial legislation.”s®

The City Board of Assessors, whose chaitmen and members were direct
appointees of the Mayor and subject to confirmation by Coundil, also
played an important part. During the period from 1922 to 1942, the
Department of Assessors was under the direction of men who had long
been actively interested in the taxation of land values.

Under the later Republican Mayots (Magee and Kline), the city was
fortunate in having as chairman of the board Thomas C. McMahon,™ an
able land appraiser who had developed improved appraisal techniques.
When the Democrats took over in 1934, he was succeeded as chairman of
the board by Percy R. Williams,®™ who had served as a minority member of
the board under the sccond Magee administration. At the time of his
appointment by Mayor McNair, he was Executive Secretary of the Henry
George Foundation and in earlier days had served as Executive Secretary
of the Pittsburgh Real Estate Board. He was reappointed by Mayor
Scully and continued in that office until 1942, when the assessing fune-
tions of the city wete by legislative act consolidated with those of the
County of Allegheny.

McNair appointed scveral prominent single taxers as membets of this
board during his teem—among them Robert C. Bowers, Hugo W. Noren,
M. S. Robinson, William B. Foster, Charles L. Brinton and Harry H.
Rankin,

Pittsburgh was one of the cities to introduce early the separate assess-
ment and separate reporting of land and building valuations, though the
practice has now become quite general among the larger cities and even
many of the smaller ones. Special attention was given by the assessors to
the development of a scientific method of land appraising. When land
prices and ground rents were increasing sharply, assessed valuations were
promptly revised upward. When, as in the depression years, market values
greatly declined, downward revision had to be made to conform with the

58 Municipal Record, 1945, pp. 78-9, 87-9, 322, Resolution No. §5, adopted
Mazch 12, 1945, Councitmen Evans, Demmler and Edward Leonard spoke in favor of the
resolution and there was no dissenting voice. Leonard P. Kane, then president of the
Real Estate Board, had publicly proposed repeal of the graded tax Iaw. He received
but lirtle support, and the repeal bill, introduced at thar time in the legislature, died
in commitree.

57 Thomas C. McMabon, “The Operation of the Graded Tax Law in Pittsburgh,” in
Anuals of the American Academy of Politicsl and Social Science (1930), pp. 139, 142-3,

58 Frank C. Harper, Pittsburgh of Todsy, Ifs Resources and People (New York:
American Historical Saciety, Ine., 1231), Vol 1, pp. 313-22, quotes in full a study
by Percy R. Witliams on “Pitsburgh’s Graded Taz Law.”
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realities of the situation. But while most American cities were making
drastic cuts®® in their land valuations {as well as in building valuations)
the high staniderd of land valuation was much better maintzined in Piits-
burgh in the decadc between 1930 and 1940, when the downward trend
was most pronounced throughout the country,

It was not the function or the purpose of the Board of Assessors to make
tax policy, but rather to appraise all taxable property on a fair and equitzble
basis. ‘The old classification systemn of assessing had been abolished by
law. The power to fix differential rates given by the Legislature to City
Council was clearly limited and defined. Of course, asscssing officials do
enjoy and in various communitics frequently have exercised their own
discretion. But the advocates of land-value taxation having won 2 legal
victory at the hands of the state’s lawmazkers, there wis no occasion or
justification for resorting to extra-legal means. So while land values were
never neglected, it was always the policy of the city assessors to appraise
all real estate without discrimination in accord with both the letter and
the spirit of existing laws,

A complete history of tax rates and assessed valuations from 1914 to
1957, as determined by City Council and by the Assessment Board, can be
constructed by anyone interested in building such a table, from figures
taken from the official records of the City of Pittsburgh.&

While separate totals are unfortunately not available prior to the year
1914, it is evident from the official records of earlier years that land values
in Pittsburgh were growing very rapidly in the period between 1880
and 1910,

%8 In the ten-year period between 1930 and 1940, drastic reductions in the assessed
valuation of land occurred, reflecting the effects of the nationwide depression, the pro-
portionare reduction varying widely in different eities. These comparative figares, calcu-
lated from official assessment records of respective municipalities, show that Pitrshurgh

land valuations were better maintained during this decade than in other large Ameri-
can cities;

Land-Value Reduction 1930-1940

City Percentage
Detroit 78.05
Los Angeles 50.61
Cleveland 46.24
Boston 27.71
New Orleans 26.63
Cincinnati 26.07
Milwaukee 25.42
New York 20.59
Washington 11.96
Pittsburgh 11.0%

80 Seq annual reports of the City Controller of Pittsburgh, also reports of the City
Board of Assessors end of the County Board of Assessment, Appeals and Review.
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Tn 1880 the total value of taxable real estate in the city was slightly less
than $100,000,000, or, to be exact, $99,584,544. By 1900 these values
had increased to $321,606,550; in other words, they had more than trebled
in twenty years, By 1910 Pittsburgh real estate values had grown to
$784,803,573, which total is more than double that of ten years previous.
But it is important to note that the City of Allegheny (then containing
over eight square miles) was annexed to the City of Pittsburgh during
this decade. By 1920 the total real estate value had grown to $814,507,-
550, and by 1930 the total had reached $1,164,663,760.

As we have seen, the graded tax plan was placed in operation gradu-
ally in five successive steps beginning with 1914 and ending with 1925,
There is no provision in existing state legislation for any further steps, and
no city official or councilman has any power to modify the present tax plan.
Any further action must come from the State Legislature. There is, of
couse, nothing sacred about the present ratio of building to land tax
rates, and probably many persons would be interested to see what effects
would follow a greater shift of the tax burden from improvements to
land, But the present essay deals only with actual history, and for the
present we are not concerned with speculation as to future possibilities.

This historian therefore reports that as of the year 1960 the opposition
that had crystallized so strongly in 1915 has collapsed. The present tax
plan as applied to land and buildings appears to have become a permanent
fixture jn this municipality. While critics may still be found, they are no
longer vocal. What was a new and untried idea in 1913 is now generally
accepted and approved by civic leaders, citizens and taxpayers, and there
are few, if any, who now question its success,

This concludes the historical sketch of the background, development
and culmination of a significant tax reform in the City of Pittsburgh. Its
relationship to the political events of the eta and to the civic, socizl and
economic conditions of the times has been set forth. The leading char-
acters who played significant parts have been identified.

Pittsburgh is still making history as 2 great, progressive urban center.
But for the present this review must be limited to telling the story of how
the fight for the special taxation of land values was won and the victory
consolidated. Now it is time to tutn to an analysis and appraisal of the
graded tax plan in actual operation since 1914 and in full effect since
1925. For this purpose an effort will be made to examine impartially all
the pertinent facts and figures that are available up to and including the
year 1960. :
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cipal sponsors,* and at the same time bitterly opposed by some of its critics,?
tends to indicate that something of real importance was involved in the
debates. Even if a careful analysis indicates that the measures adopted in
1911 and 1913 represented only a moderate tax reform of rather limited
application, the new principle of taxation that was involved in this legis-
lation was evidently of sufficient consequence to arouse keen interest on
both sides,

Recognizing that social progress usnally is made by a series of steps,
especially in an experimental stage, the sponsors of the graded tax decided
not to demand all that might be desirable but to propose a compromise
that they believed could be enacted into law without delay. They were
convinced that in actual operation this compromise plan would accomplish
a sufficient change in the local tax system to demonstrate the value and
soundness of the principle and to produce concrete benefits that could be
seen and measured, and thus setve as a guide to future action.

Because Pittsburgh’s graded tax, though very significant in principle,
constitutes no radical departure from conventional methods of taxing real
estate in American cities generally, it is somewhat more difficult to discover
just what has happened in this city and also to identify definitely cause and
effect in any such consequence. The task is further complicated by the
great social and economic changes that bave taken place in the United
States since 1913.

Many students of economics and taxation favor the complete exemption
of all improvements in or on the land (and other natural resources) from
taxation. Itis fair to assume that the sponsors of the Pittsburgh plan were
strongly inclined in that direction. In other parts of the world (notably
Australia and New Zealand), many municipalities have shifted local taxes
completely (and at one step) from improvements to land.®  Students have

2 <A gtatute so pre-eminently fair and so thoroughly in accord with enlightened
modern idezs of taxation that it has been favorably commented upon from cne end of the
United States to the other. . . . It is endersed by and is clearly in the interest of the vast |
majority of the public.” Pittsburgh Press, editerial, June 11, 1915.

5 *T'he main purpose of this act is to compel property owners to either sell or improve.
This presupposes 2 general condition of property holders refusing either to sell or improve.
This is not true in Pittsburgh—on the contrary, it is quite an exception.

“The selling and improving of property is contrelled by the law of supply and demand,
and that will be the controlling motive regardless of tazes.

“It takes the tax off those best able and puts it upon those least able to pay. The higher
tax on fand means ultimate confiscation by the municipality.

“In the downtown district from which the great bulk of revenue is derived, only the
owner of the skyscraper is bencfited by the act. 'The owner of an ordinary, in fact, a very
fair-sized buwilding is penalized, and the owner of land only is penalized.” Anonymous
Ieaflet published in 1915 by advocates of repeal.

6 1, Bromson Cowan, A Graphic Summary of Municipal Improvement amwd Finance,

International Research Committec on Real Estate Taxation (New York: Harper & Bros.,
1958).
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cited special reasons why this proved to be quite feasible there. But such
a drastic change appeared to be more than the Pittsburgh land taxers felt
it would be practicable to seek when the issue was prescnted to the Penn-
sylvania Legislature in 1913. Municipal home rule in taxation was not
then constitutional in this state.” So the demand was made only for Jower
taxes on improvements and higher taxes on land values, with specific
mandatory ratios stipulated in the law, leaving any further steps for future
determination. ‘The limited goal was adopted in order that something
of value might be accomplished at once to meet the needs for immediate
reform.

How far has Pittsburgh gone with this experiment? Is there any serious
defect in the method that was adopted in 19137 And has anything
occurred in the interval since 1913 to affect significantly the operation of
the plan as it was then conceived?

Pittshurgh has gone just as far as the act of 1913 suthorized the city to
go in shifting taxes from improvements to land, But there have been
some very significant changes in the fiscal situation in the years that have
elapsed since the adoption of the graded tax. Most important of these
are the changing ratio between land and building values and the sharp
increase in the general tax levy.3

As long as buildings are taxable, the specified shifting of a part of the
burden from buildings to land will be influenced by the relation of total
land values to total building values. This is true because the law does
not require any specific reduction in the building tax rate but does require
that the building tax rate (whether higher ot lower) shall be at any time
just exactly one-half of the Jand tax rate,

7 Pennsylvania State Conscitution, Ardcle XV, Cities and City Charters, was aroended
by popular vote Nov. 7, 1922, to permit the Legislature to grant home-rule powers to all
cities by specific legislation. This power has since been granted by several acts of the
TLegislature as issues arose and has beeen exercised by the cities on varions occasions.

21n 1914 land values as assessed comprised 63 per cent and building values comprised
only 37 per cent of the total city assessment. But in 1960 assessed Jand values comprised
only 35.3 per cent and building values 64.7 per cent of the total city valuation—saimost
an exact revetsal of the situation prevailing in 1914, A similar trend is found in other
American cities. :

The following figures from the Controller’s annual reports of the Gity of Pittshburgh
show how the annual real estate tax lewy has increased in the period from 1913 to 1960:

1913—4§ 7,027,039.06
1914— 7,713,118.09
1915— 7,960,231.15
1925— 15,033,990.31
1930~ 22,648,581.94
1945— 17,660,700.58
1960— 30,089,399,87
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If the total city revenue required increases several times over the original
budgst that was needed in 1914, it is obvious that the building tax rate
must be increased along with the land tax rate even though the former
remzins only half as much as the latter.

The situation is slightly complicated and requites some analysis because
of various factors that enter into the picture. Some of these wete antici-
pated when the law was enacted; others could not possibly have been fore-
seen.  Fot since 1913 we have witnessed two world wars, the great depres-
sion of modern times, and in more recent years an era of great inflation,
high production and high taxes.

Higher Cost of Government Affects Tax Rates
HIGHER MUNICIPAL TAXES are the result of rising price levels® and some
expansion of governmental activities and services. The total assessed land
and building valuations may rise or fall for various reasons.

Land values are affected from time to timc by such factors as general
booms and depressions, increase or decline in population, decentralization
of trade and industry, higher or lower tax rates, etc. ‘Total assessed lend
values may also be reduced by the transfer of valuable land from the taxable
to the exempt list by putting it to uses specified by law.**  Building values
are constantly changing as new buildings are erected and old are tazed or
renovated.  Buildings are constantly subject to depreciation because of
physical deterioration or neighborhood detetioration. But one of the
greater factors affecting building values in recent years has been the sharp
increase in the cost of Jabor and materials required for new construction, a

9 The following may be indicative. Its stacistical shortcomings arg apparent. Xma
ployment, Growth and Price Levels, Joint Economic Committee, U, 8. Congress, 1959,
Years 18001958 (1851~ 59=100), Consumer Price Index: 1913, 113; 1920, 229; 1930,
191; 1333, 148; 1940, 160; 1250, 275; 1958, 350,

10 Total Valuation of Tax-Exempt Real Estate, City of Pittsburgh, from Cicy Assess-
ment Records for Year 1960:

Land ............. $138,099,640
Buildings .......... 263,876,963
Total .........,. $401,976,603

Included in the above total of exempt preperty is the following residential property, from
which the cfty derives an annual revenue in lien of raxes but which is not included in the
taxable assessment rolls:

Total Valuation of Public Housing Properties
Land .............. $ 4,591,086
Buildings ........... 15,549,474

Total ............ $20,140,560
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factor which also has a very significant influence on the replacement cost
of older buildings and hence upon the market value as reflected zlso in
assessments.™ :

A complete table of the municipal tax rates and of the total assessed Jand
and building valuations (upon which these rates were based) bas been
compiled.  (See Tables I 2nd II in the appendix.) These figures provide
2 basis for an understanding, or for an interpretation, of what has bappeaed
since 1913,

It can be seca that land and building tax rates were simultancously ad-
justed upward and downward between the years 1913 and 1925 until a
ratio of 2 to 1 was reached by a series of 10 per cent steps. This ratio has
continued ever since.

Some misunderstanding has resulted because some observers have ap-
parently been confused as to the exact operation of the law. They have
assumed that a 50 per cent building tax rate implies a 50 per cent reduction
in the building tax rate. This is not fiow and was never true, because
the land tax rate was simultaneously inctreased, as will be scen in Table L.
So the reduction would necessatily be less than 50 per cent. This meant
that when total land and building values were approximately equal, the
land tax rate was about one-third higher by teason of the graded tax; the
building tax rate was one-third lower. ‘

But even this assumes that the assessed valuations of land and of build-
ings, which had reached a point whete their totals were approximately
equal,’? would remain so. However, there were good reasons to expect
that the assessed veluation of buildings would increase more than the
assessed valuation of land.’®*  And this has been the constant tendency, so

11 A sensational increase in building construction costs since 1913——greatly in excess
of the increase in the general price level—is reflected in the Enmgineering News Record
index based on annual averages: 1913, 100; 1920, 207; 1930, 185; 1933, 148; 1240, 203;
1950, 375; 195%, 478; 1258, §27; 19259, 795,

12 It will be seen from Table IT that land and building valuations were approximatsly
equal in 1929 (building values having been much less than land values in the earlier years)
but that since 1930 assessed building valuations have tended to exceed assessed land valua-
tions, and that since 1940 the propertion of building to land values has grown sreadily.

i31n a presperous city like Pittsburgh, new and better buildings are constantly being
erected and added to the assessment rolls. Of course, there arc many old buildings thas
are deteriorating in value, and some of these are razed from time to time to make way for
new buildings or for parking lots. But rising costs of labor and material since 1913 bave
caused appreciation in nearly all ceses to be more rapid than physical and economic {ob-
solescence} depreciation combined. (See Robert W. Semencw, Quesfions and Answers in
Real FEstate [Englewood Cliffs, N. J.: Prentice-Hall, 1857], p. 405.) On the other hand
it is generally recognized by economists that 2 higher tax on land tends to reduce the
market vatue of land. This will be reflected in lower assessed valuations, especially when
population and trade within the ity limits are not expanding as the result of changing
social and economic conditions.



42 The Pittshurgh Graded Tax Plan

that today the total building valuation is very much in excess of the total
land valuation. ‘This means that less than the estimated one-third reduc-
tion in the building tax rate now prevails and is likely to prevail under the
terms of the existing law and with the probable trends in the value of
urban land and buildings.

So, as of 1960, we find that the total building valuation is substantially
higher than the total land valuation. As a tesult, the land tax rate shows
an increase of 48 per cent by reason of the graded tax, while the building
tax rate shows a decrease of only 23 per cent as compared with the flat rate
that would be required to raise the same revenue if the graded tax plan
were not in effect,

But, as everyone knows, there has been a tremendous increase in the cost
of living and hence in the cost of government since 1913.1¢ This has
been most conspicuous in the case of the federal government with its huge
expenditures for war and natiopal defense, But a sitvation somewhat
similar is found in virtually all state and local governments, brought about
by rising costs and expansion of services to deal with new problems of our
modera society.  Pittsburgh, of course, has had to meet the same conditions
as other municipalities and thus requires much greater revenue than was
nesded forty-five years ago.

This has affected both land and building tax rates, since both classes of
propetties must bear the proportionate share of the total real estate tax
burden that the act of 1913 stipulatcs, whether that total be greater or less
than was true at the time the system was introduced, So it will be seen
that both tax rates are definitely higher than in 1913. Owing to the
growth of the total tax budget, land taxes increased much more than might
have been anticipated. And on the other hand, the lower tax ratio on
buildings was not great enough to offset the requirements of the expanded
tax budget; it merely prevented the building tax rate from tising nearly so
high as the land tax rate, So from the viewpoint of municipal history,
there has been an absolute increase in the building rate rather than a
reduction.

But we are concerned primarily with present conditions and present

1% “The cost of government is rising even faster than the cost of living. Tax Founda-
tion, Inc., a private group, reports that federal, state and local government speading more
than doubled between 1950 and 1960. 'Fen years ago, governmental spending totaled
$76,534,000,000. 'Last year, the figure was 153 bhillion dollars. And in fiscal 1961, it
will be afmost 161 billion dollars, the foundation said vesterday in its biennial publication.”
Pittsburgh Press, Feb. 27, 1961, For the City of Pittsburgh, in 1914 the real estate tax
per capita of population was $12,38. By 1960 it had risen to $350.03, retlecting 2 marked
increase in the cost of municipal government, These figures combine land and building
taxes to compare the general real estate tax burden in the period during which the graded
tax has been in operation.
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needs. If the graded tax law of 1913 were being put into effect for the
first time in 1960, the reduction in the building tax would be very zppasent
to all. And if by chance the graded tax law were now to be repealed, the
resulting increase in the building tax would be very apparent and would
be felt by a majority of the real estate owners. So from the practical basis
of the preseat day, the lower building tax rate brought about by the graded
tax plan is a very real reduction, Certainly it represents a real saving in
taxes to most taxpayers. ‘This is generally recognized.

But the historical table of rates and valuations is significant because it
gives an undesstanding of the fiscal revolution that has taken place in
American cities, including Pittsburgh, since 1913. It also reflects the
almost universal tendency for building values to grow much more than
land values.’s And it is also evident that the tax problem is not so
simple as it was in 1913.

Tax Savings for Many Owners

ONE OUTSTANDING FACT that is not disputed by those familiar with the
graded tax plan is that the act of 1913 has brought about a definite shifting
or transfer of a substantial portion of the tax burden from one class of
property to another, and consequently from one group of taxpayers to
another. And this is something that can be accurately measured by simply
taking into account the total tax revenue required in any year from real
estate as 2 whole, then referring to the official records showing total assessed
land and building valuations, and caleulating the rate of tax that would be
required to raise the same revenue if a uniform rate were to be applied to
all taxable real estate (as was the case prior to 1914). This rate can be
compared with the taxes now actually paid on land and buildings at the
differential rates. Following this method, some interesting facts and
figures are revealed.

15 “The proportion of land values to the total assessed value of real estate was about
60 per cent prior to 1910 and has declined since to between 30 per cent and 40 per cent.
Exact figures are not obtainable, but we have recent figures for seven states which, to-
gether, account for over half the assessed value of rezl estate in the country. These staces
and the ratios of che assessed value of land in them to total assessed value of rea! estate
are as follows:

California 41 per cent
Indiana 41 «
lisois 49
New York 58 =
New Jersey 29 0
Massachusetts 28 0=
Ohio 26 v

*“The vast increase in the assessed value of buildings is due largely to the increased cost
of building materials and labor.” Lawson Purdy in Lend Value Taxation Around the
World (New York: Robert Schalkenbach Foundation, 1955), p. 83.
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In Pittsburgh the graded tax means that for the year 1960 the total taxes
on buildings are approximately 5,000,000 less than the amount that would
have been levied on buildings that year under the old flat or uniform rate
system, were it still in effect. If the old system were in nse today, a flat rate
of 25 mills, or $25 per $1,000 of valuation, would produce approximately
the same amount of revenues

Thus it is possible in any individual case to determine by mathematical
calculation exactly how much each taxpayer gains or loses in tax dollars,
A study of the actual tax sitwation in Pittsburgh clearly indicates that the
great majority of real estate owners are saving money in taxes through the
graded tax law. It follows, of course, that the owners of vacant or undes-
improved land are paying higher taxes, as contemplated by the sponsors
of the Jaw. Where land values are very high, as in the downtown “Golden
Triangle” and in some other important shopping centers, most of the prop-
erties (including some with very substantial improvements) now pay more.
But in the residential areas a large majority. pay less taxes.

A significant change Is to be noted in the calculation of tax savings to
individual owners, In earlier years anyone having improvements equal in
value to the value of the land on which they were erected would have
realized a saving in taxes. But the ratio between land and building values
has been materially altered in recent years. There has been a rapid rise of
building values, because many ncw buildings have been erected and espe-
cially because the costs of labor and material have multiplied.

The ratio of building valuations to Jand valuations is now 183 and is
continuing to grow, So it is necessary to have a building value almost
double the land value in order to achieve a substantial net saving in taxes.

Such a preponderance of building value is rarely found in the case of
properties sitnated in the heart of the downtown business district. But in
most other areas, building values greatly exceed land values. And this is
especially true since buildings now have a much higher matket value chiefly
because of the great increase in construction costs of new buildings, which
also means a higher cost of reproduction or replacement in the case of
alder buildings,

Our study shows that most taxpayers ate still tax savers under the graded
plan.  But in high land-value districts many instances will be found where
the new ratio between total land and building values has resulted in a
change of status. The ordinary downtown business building is either of
less value than its site ot its value is not much in excess of it, Hence most

1€ Total Taxable Real Estate Valuation, 1960—$1,201,801,924 @ rate of 25 mills=
$30,045,048.10.
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But because machinety is appraised by the County of Allegheny for tax
purposes, it is known that the total machinery exemption within the city
now amounts to 78 million dollars. This means an additional tax saving
to manufacturers of about three million dollars annually, since it applies
both to city and school taxes.

Has the Graded Tax Achieved its Purposes?

Tais sTUDY has already revealed that many real estate owners and most
home owners are enjoying the benefits of substantial annual tax savings
because of the graded tax plan. Yet if one regards the reduction of taxes
on buildings as the principal purpose of the graded tax plan, onec is likely
to conclude that the plan bhas not been highly successful. This is due in
part to the limitations of the present law, in part to fluctuating land and
building values, but in larger measure to the growing demands for a greater
aggregate public revenue.

While five million dollars in taxes has actually been shifted or trans-
ferred from buildings to Jand, building taxes are, in fact, much higher
today than when the graded tax plan was adopted.’® The reason for this,
of course, is that the steadily increasing cost of government has absorbed
the tax savings to the owners of buildings. One can only say that were it
not for the graded tax plan, the present building taxes would be much
higher than they are. But it cannot be said that taxes on buildings are
actually low in Pittsburgh, though they ate somewhat lower than in many
other cities.’® In this respect, the sponsors of the graded tax law, as well
as its beneficiaties, ate disappointed. It had, of course, been hoped that
there would be a large reduction in building taxes, perhaps even as much
as the 40 per cent which the sponsors forecast in 1913.

Tt will be recalled that one of the major purposes of the graded tax plan
was to encourage private improvements of all kinds—in other words, to
stimulate building to the fullest possible degree, Lower taxes on buildings
would certainly tend to have this effect. But the reduction of building
taxes was not, in fact, the principal purpose of the graded tax plan. Higher
taxes on Jand were the major goal.?®  If we accept this premise, the graded

18 The city building tax rate in 1913 was only $8.90 per $1,000 valuation. In 1960
{dve to zising costs) it was $18.50 per $1,000 valuation even though the building tax
rate is set anmually at only one-half of the land tax rate.

19 For example, the real estate tax rate per $1,000 valuation {applied to buildings)
is as follows in these typical cities: Cleveland, Qhio, $36.00; Dayton, Ohio, 35.20;
Ciccinnati, Ohio, $34.72; 'Toledo, Ohio, $30.50; Albany, N.Y., $25.40; Rochester,
N.Y., $24.30; Baltimore, Md., $36.00; Washington, D.C., $23.00; Detroit, Mich., $25.25;
Pittsburgh, Pa., $18.50.

20 “The high prices of land and correspondingly high rents are the chief obstacles
to Pittsburgh’s progress. . . . Enormous speculative values of land were created and
Pitesburgh boomed in real estate as it had in steel. . . . A fow individuals place and
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tax plan has been a success. And, of course, the steadily increasing cost
of government has contributed very materially to the achievement of this
purpose.®

Since the advocates of land-value taxation desite to have the maximum
amount of economic tent appropriated for the public benefit, the sharp in-
crease in land taxes in Pittsburgh, for whatever reason, may be regarded
with satisfaction. For the higher the land tax, the greater is the check on
land monopoly and land speculation. A high land tax is 2 powerful in-
fluence to encourage, if not actually to require, the highest and best use of
the land.22 An even fairly high building tax rate might not prevent such
development under these circumstances.

While it is difficalt to calculate economic rent precisely, the available
figures indicate that approximately one-half of the economic rent in this
community is now being collected in the form of local taxes.® It may be
unfortunate that despite such a large levy on land values the requirements
for public revenue ate such that it is still necessary to levy a very substantial

hold land prices at a figure which prevents the profitable use of the land by others. . . .
The proposed tax plan would not destroy any real value of land, but rather establish
a value which would be stable.”” Civic Bullefin, Pirtsburgh Civic Commission, January,
1912, :

21 Total combined tax rates on land and buildings in Pittsbuzgh for all three unics
of local government for the year 1960:

Unit Land Buildings
City 37.00 mills 18,50 mills
School District 16.00 * 16.00 ™
County 1100 * 1100

Total Tax Rate 6400 7 45.50

22 Fazes op the value of land not only do not check production but they tend to
_increase production, by destroying specularive rent. How speculative rent checks produc-
tion may be seen . . . in the valuable land withheld from use.” Heory George, Progress
and Poverty (New York: Robert Schalkenbach Foundation, 1942), p. 413.

22 Feonomic Rent and Taxes, City of Pittsburgh, Year 1260:

Estimated Market Value of Al Taxable Land $600,060,000
Estimated Economic Rent (after Land Taxes) @ 5% 30,000,000
Economic Rent Collected by All Local Land Taxes 27,136,000

Total FEconomic Rent $ §7,136,000

{Estimate based on Total Assessed Land Valuation for 1960 of $424,000,000)
Total Land Tax Levied, 6,4% = $27,136,000
$27,136,000 =47,49% of total economic rent of Pittsburgh
“The ecopomic or sround rent is the residual rent attributed to the earnings of the
tand itself afrer fair allowance has been made for the chargeable expenses of the im-
provements and the fair rate of interest allowed for the money invested in the improve-
ments.” Rebert W. Semenow, op, cif., p. 409.
“Economic rent is 4 net income from the use of land, distinct from all income from
fabor and the use of capital.” Fred Rogers Fairchild, Elementary Econemics, {New York:
The Macmillan Company, 1930}, p. 101.
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establishing and maintaining a reliable system of land valuation. And, of
course, the valuation of buildings for tax purposes could not, in fairaess to
all taxpayers, be ncglected.

Changing conditions require that assessors be alert ta make frequent re-
vision of assessed valuations. It is not enough merely to add new build-
ings to the rolls or eliminate old structures that have been razed. The
market value, and hence the assessed value, of both land and buildings is
subject to frequent changes, both upward and downward. In Pittsburgh
in 1957 Mayor David L. Lawrence launched a campaign for 2 more realistic
appraisal of both land and buildings in order to make sure that all taxpayers
were fairly assessed and that nothing was permitted to hinder the proper
functioning of the graded tax plan. The aim was to induce the Assessment
Board, which is not directly responsible to the Mayor or the City Council,
to assess real estate of both classes at its full market value as the laws of
Pennsylvania stipulate. ‘The assessment figures for the triennial assessment
of 1960 indicate that some progress is being nade.®® But this needed
reform will probably be achieved only by steps, owing to the labor and
expense required to make a complete revaluation of 2ll properties in both
the city and county at one time.

Looking backward, Pittsburgh has made a great deal of progress since
the early days in its system of determining the assessed valuation of real
estate, It was one of the first cities to establish the separate assessment of
land and buildings. Between 1922 and 1942 the City of Pittsburgh, func-
Honing through a City Board of Assessots created by the city charter (ap-
pointed by the Mayor and confirmed by Council), succeeded in establishing
a fairly high standard of evaluation for both land and buildings. Particu-
Tar attention was given to obtaining a full assessment of the more valuable
land within the city. But probably a 100 per cent assessment of either
class of propetty was not quite reached when the depression of the carly
Nineteen Thirties developed. The depression resulted in such sharp
declines in real estate values in the market that it was found that much real
property was actually assessed at more than its current market value.
Downward revision then became necessary in Pittshurgh as in virtzally all
other American cities. This downward adjustment took place slowly,
through the processing of a great number of appeals from individual tax-
payers, and extended over a period of at least ten years,

26 In making the triennial assessment for the year 1960, the Assessment Board in-
creased the total sssessed valuation of land more than nineteen million dollars, or the
equivalent of 4.8 per cent. 'This was achieved by the upward revision of land valuations
in certain areas where underassessments were discovered, The beard is continuing
gradually to revise land weluations upward in all sections of the county.
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Since 1942 the City of Pittsburgh has had no direct control over the
assessment of land and buildings, even though most Pennsylvania cities
still retain control through their own city assessors and are thus in the more
fortunate position of being independent of any county board, But in the
name of economy and efficiency and after a long period of discussion and
agitation, it was concluded that one real estate assessment by a county boatd,
covering the entire county, would avoid some duplication of work. ‘The
courts rejected as unconstitutional an alternative plan, proposed by city
officials, which had passed the State Legislature in 1937 and had been
signed by Governor George H. Earle, the sponsor of this bill having been
Senator Bernard B, McGinnis. The appeal to the court was taken on the
ground that if two separate assessing bodies were authorized to make
assessments in certain areas of the county, there would be a tendency to
produce a result that would not be uniform throughout the entire area.
So the City Board, despite a good record of performance on a small budget,
was abolished by act of the Legislaturé and its functions transferred in
Janvary, 1942, to the Assessment Board of Allegheny County appointed
by the County Commisisoners.

Do Assessments Support or Obsteuct the Graded Tax Plan ?

OCCASIONALLY QUESTIONS have been raised as to whether or not the put-
pose of the graded tax plan is being nullified to a greater or lesser degree
by prevailing practices in fixing assessed valuations of land and buildings.
This, of course, would be posssible, as assessors do exercise considerable
power,

The fact is cited that the total assessed building valuations in Pittsburgh
have greatly increased during the petiod that the graded tax has been in
operation. Hence there has not been neatly so great a shift of the total tax
burden from buildings to land as some may have anticipated. It is alleged
or implied that this is due to fanlty administration of the law on the part
of the assessors, though it should be appatent that there are other reasons
that would fully account for the large increase in the total of assessed
building valuations.

We have only to look at the situation throughout the United States as
seflected in statistical reports to see that building valuations are growing
rapidly almost everywhere and are tending greatly to exceed land valua-
tions. This is doubtless the major factor and reflects the great increase in
recent years in the cost of labor and materials required for building, ‘The
market value of all buildings is, of course, largely based upon the cost of
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production, or of reproduction in the case of older buildings, with due
allowance for actual depreciation. And in periods when there is a scarcity
of housing ot of business buildings, the law of supply and demand tends
to produce higher rents and higher market prices. And assessed values
naturally reflect these conditions.

A sccond important consideration that some may have overlooked is that
lower tax rates on buildings and higher rates on land tend to stimulate
building. And as mote and better buildings have been erected during the
years that the graded tax has been in effect, these buildings have been 2dded
to the tax rolls to an amount that much more than offsets the depreciztion
in valne of older buildings still standing, plus the loss in value due to the
razing of old buildings to make way for new. And the new buildings
that have been added to the rolls were much more costly to construct than
the ones that they may have replaced.

Yet the question still remains: Are buildings overassessed ot under-
assessed today in Pittsburgh? Our study indicates that despite the great
increase in the total assessed valuation of buildings during the graded tax
eta, buildings are underassessed rather than overassessed. That is to say,
the average assessed valuation of buildings is not only much below their
market value but is also proportionately lower than the average assessed
valuation of land within the city.?*

Apother point very closely related to the one that has been under discus-
sion Is the criticism that total assessed land valuations have not increased

27 The Pennsylvania State Tax Equalization Board’s survey of assessments indicates
that the assessed valuation of Pittsburgh’s real estate is only 55.1 per cent of current
market vzlue as of 1959, but does not make any distinction berween land and building
values in its amalysis of real estate sales and other pertinent data.

While an analysis of every sale, involving many thousands of properties, has not been
feasible and therefore exact calculations were not arrived at, our study points to the
probability that on the average building assessments within the City of Pittsburgh are
approximately 45 per cent of fair market value at present (though not on a uniform
basis throughour) and that land assessments within the city would average approzimately
70 per cent of fair market value (ranging from 25 per cent to 100 per cent, and above
100 per cent of market value in isolated instances).

Building permits are issued for new comstruction, alterations, and remodeling work.
Although the costs cstimated at the time the permits are issued are almost always con-
servative, Pitesburgh’s records show that between 1943 and 1256 permits have been
issued for work cstimated to cost $385,089,6590, whereas during the same period of time
the assessed value of buildings, both faxable and exempt, gained only $186,668,049, This
is clear evidence that buildiags are relatively underassessed for tax purposes.

Further, many sales of residential properties (where the land value is small as com-
pared with the building value} show that the sclling prices are greatly in exzcess of the
combined assessed valvation. In the case of commereial structures, assessed valuves of
buildings recorded at much below estimated cost of construction serve to indicate thar
buildings in the downtown district are also asscssed ac much less than present full value,
especially in view of the fact that building permit estimates would probably average
ouly between 70 and 80 per cent of actual cost of construction.






Pittshurgh's Bxperience with the Graded Tax Plan 53

strongly favored a complete shift of municipal taxes from improvements
to land; others wete committed only to what was actually set forth in the -
text of the Jaw. The sponsors believed that the law as drafted would be
a big forward step and might lead to further steps in the same direction.
They did not, of course, foresee the great appreciation of building values
that had occurred as the result of changing economic conditions on a
nation-wide scale. But it is reasonable to think that they anticipated a
growth of building values by reason of the added stimulus to new building
afforded by the new tax plan, and that they anticipated some tendency to
a decline in land values because of the tendency of higher land taxes to
check land monopoly and land speculation.

It appeared in 1913 that it might be possible largely to shift the tax
burden from buildings to land without requiring a very high land tax rate.
It also appeared to be possible that there would be a constant downward
trend in the building tax rate, at least until the law became fully effective
in 1925, and that there would probably be no' great increase in the building
tax rate theseafter. But if so, they reckoned without allowance for the
great increase in the cost of government that has occurred since 1913.

There wete two very significant limitations to the scope of the graded
tax law with regard to its effect in teducing building taxes paid by owners
of Pittsburgh real estate.

First, the legislation applied only to cities of the second class and thus
had no bezring on school districts or counties. It was simply a new tax
policy for the City of Pittsburgh as a political subdivision and did not at-
tempt to embrace overlapping political subdivisions that also have the right
to levy taxes on real estate within the City of Pittsburgh. As the school
district and the county government combined now raise tax revenues from
Pittsburghers approximately equal to that raised by the city itself, the
graded tax law therefore affects only about one-half of the total combined
tax levy on Pittsburgh real estate,

Second, the law specifies that after 1925 the building tax rate shall
always be exactly 50 per cent of the land tax rate, and the actual rates im-
posed from year to year shall depend upon the tax requirements of the

number of the *National Maunicipal Review,’ comprises 2 complete record of the tax
system during the twelve years of the city’s experience, and offers a modest and con-
vincing appraisal of that ezperience. . . . Mr. Williams cites comparisons to show that
all classes of improved real estate have benefited under the new tax law. . . . What
owners of downtown office buildings save on their buildings is largely offset, Mr. Williams
ptoves, by the higher tax upon the land upon which those buildings stand. But, of
course, the graded tax law was not intended to save money to any group. It was
passed to encourage building, Mr. Williams thinks it achieves that objeet.™ Pittsburgh
Sum, editorial, Dec. 16, 1925.
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The Graded Tax in the Redevelopment
of Pittsburgh

Pittsburgh’s Golden Triangle

"“T'HE BIGGEST REAL ESTATE and building story in the United States today

is Pittsburgh.” This opinion was expressed by Architectural Forum in
November, 1949. No other community in America has commanded
more attention in its postwar development than the City of Pittsburgh.
Its reputation as a vigorous, resurging urban center has spread around
the wotld.

Publication after publication® has extolled the rebuilding of this city
in terms of its new skyscrapers, parks, parkways, smoke and flood con-
trol programs and a host of other public and private improvements.

Pittsburgh is in the midst of a redevelopment program which is without
precedent in the history of American cities. Growth has been the usual
pattern in our urban life; cities have tended to expand rather than to
rebuild, and decay in the aging core has been accepted with resignation
as the inevitable price of getting old.

While the city and the state have engaged in extensive public improve-
ments, such as highways, tunnels and bridges, the Usban Redevelopment
Authority? has been the principal coordinating agency and there has been
a tremendous investment by private enterprise.

Pittshurgh’s central business district—the Golden Triangle—is the
capital for nearly 4,500,000 persons in the Tri-State area, reaching into
adjacent Ohio and West Virginia. Located at the headwaters of the Ohio
industrial valley, the Triangle is the hub of the area’s traffic ways and its
vast transportation system. Approximately 83,000 jobs are available
in the Triangle today because of its functions as the center of administra-
tion, special business services, finance, government, retail and wholesale
establishments for 2 broad region around. In addition to its regional
importance, the Triangle is also the vital tax base of both the city and
county—accounting for about one-fourth and one-tenth of the assessed
valuations, respectively.

1TFor a list of 27 magazines which have published leading articles dealing with Pitts-
burgh and its redevelopment program, see Appendiz.

2 Pennsylvania Laws, 1945, p. 991, Act No. 385, creating public bodies, corporate
and politic, to be known as Redevelopment Authorities for all cities and counties of Penn-
sylvaniz, and authorizing the Mayar or Board of County Commissioners to appoint zn
Urban Redevelopment Authority Board consisting of five citizens, the Autkority to exer-
cise, among other things, the gower of eminent domsin in acquiring real property for
purposes of redevclopment in any blighted area.
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Approximately 330 acres in size, the Triangle is one of the most com-
pact business districts in the United States. The Allegheny and Mononga-
hela rivers merge and form the Ohio River at what is commonly called the
Point. 'The area lying between these two rivers and estending nearly a
mile eastward from the juncture comprises the famous Golden Triangle.

The Triangle’s role as the unblanched economic heart of the Piits-
burgh area® remains unchallenged even in a period of explosive suburban
gtowth—largely because civic leaders and public administrators agreed in
the carly days of the renaissance that the values of the Downtown* must
be preserved and strengthened before all else. The first steps to create
2 Point Park were taken the latter part of the administration of Mayor
Cotnelius D. Scully. The Point was the oldest part of the city—a section
where blight and decay had made deep inroads over the years. It was the -
logical point of beginning.

A Major Redevelopment Project
THE REBUILDING of Pittsburgh began in the Downtown in 1950 with
the demolition of 59 acres of commercial blight at Pittsburgh's Point to
make way for Point State Park and the Gateway Center office de-
velopment.®

As it stands today, with seven major skyscrapers completed and oc-
cupied, the Gateway Center project, cartied out by the Urban Redevelop-
ment Authority and the Equitable Life Assurance Society of the United
States, represents a $29,697,444 increase in assessed valuations,

The builders of seven uptown buildings—the United States Steel,
the Aluminum Company, Carlton House, Bigelow Apartments, W. T.
Grant Company, United Engineering, Pennsylvania Railroad warehouse
structures—together have been responsible for another $32,531,205 in-
crease.

Other new structures, such as the H. K. Porter Building, Reserve Bank

3 Arcas City of Pittsburgh, 57 square miles; County of Allegheny, 745 square miles,
Population, 1960 Census: City of Pittsburgh, 600,684; County of Allegheny, 1,622,887,

* Assessed fand values per square foot in the Golden Triangle range from $200 in the
highest value block on Fifth Avenuc to $5 on Fort Pitt Boulevard on the Monongahela
River front. Square-foot rates vary in proportion to the depth of the various lots. These

- assessed values are very close to the prevailing market prices, Ground rents per square
foot on Fifth Avenue (downtown) range from $4.26 1o $6.42 as compared with a
parcel on Sixth Street at $3.35 per square foot. These are net ground rents, the lessees
being required to pay all real estate taxes.

5 Pennsylvania Economsy League Newsletfer, “The Long Road Back” (May-June,
1260), Pitesbargh, Pa.
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Annex, Manor Building and the Greyhound Bus Terminal, account for
another $10.7 million.

Ovesall, as a result, Wards 1 and 2 betweén 1948 and 1960 produced
a $63,207,420 increase in assessed valuations, representing about a fourth
of the City's total gain during the 12-year period. Not only has the
Downtown been revitalized and bulwarked, but the tax revenues derived
from this fertile six-tenths of a square mile will have a major bearing
on continuing the tebuilding program in other sections of Pittsburgh.
The rebirth of the Triangle has strengthened immensely the whole fabric
of the community.

It was in 1950, after the City Planning Commission had certified the
whole Point area as blighted, that Mayor David L. Lawrence and the City
Council approved the proposal whereby the Authority agreed to assemble
the land end transfer it to the Equitable Life Assurance Society at
acquisition cost, subject to land-use controls.

Since it acquired its first property, the’ Authority has proved itself an
effective, versatile instrument for reclaiming 266 acres of Pittsburgh and
restoring them to new economic and social usefulness.

The assessed valuation of the Gateway Center area prior to redevelop
ment was $6,845,074. Today's Equitable Life investment alone in Gate-
way Center is more than fifty million dollars. These stainless steel
skyscrapets have increased by one million square feet the Triangle’s
rental office space. A new 16-story State Office Building and the west-
ern headquarters of the Bell Telephone Company of Pennsylvania are
also in Gateway Center, on land purchased from the Equitable. And
now the Hilton Hotels Corporation has just opened a splendid new hotel
facing Point Park,

Urban Renewal and Land-Use Changes
A NUMBER of urhan redevelopment projects have already been successfully
carried out in the city without federal aid, and with the redevelopers
financing all costs involved.® The Authority has functioned as a land
assemblage agency and as a coordinator.

A seventy-million-dollar expansion of the facilities of the Jones &
Laughlin Steel Corporation on the South Side was made possible through
the redevelopment process, with the Authority assembling slum housing
properties and J. & L. acting as the redeveloper. This new industrial
district has added two million tons of steel to Pittsburgh’s annual output.

6 Pitsshurgh and Alleghewy County-—An Era of Progress and Accomplishment, Ale-
gheny Conference on Community Development, Pittsburgh, Pa., 1956.
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In the Hazelwood section the Authority has undertaken another project
for the Jones & Laughlin Steel Corporation, involving about 85 acres of
blight, which is being converted into new plant and storage facilities.
No federal or state grants-in-aid are involved in any of these projects.

The redevelopment of the Lower Hill,” immediately adjoining the
Downtown district, is a colossal undertaking, now well advanced, which
will require the combined efforts of local government and private enter-
prise and will involve the rebuilding of 95 blighted acres. Substantial
federal loans and grants will be provided in this instance.

The new Civic Arena, an all-purpose auditorium overlooking the Trian-
gle, is the cornerstone in the reconstruction of the Hill. ‘This is one of the
nztion’s most dramatic redevelopment projects and is being directed by
the Authority. Its attainment will give new life to a dying section of
the city and, in reality, extend the Golden Triangle by almost one-third,

In six of the seven areas—the exception being the Lower Hill—all of
the costs of Jand assembly have been borne solely by private developers,
It is estimated that private investment in the Authority’s projects now
totals $197,500,000 in lands and structures.

Land use is being radically changed.® Point State Park and Mellon
Square are two of the notable additions to the planned open space in post-
war Downtown DPittsburgh. Essentially, both ate parks. They serve
multiple purposes 2nd have had a similar impact in upgrading sutround-
ing real estate values.

Creation of the 36-acre Point Patk by the state removed $4,136,435
from the taxable assessment side of the ledger. The park will be a his-
toric shrine commemorating the birthplace of Pittsburgh and the opening of
the Ohio River valley to English-speaking peoples. It is a dramatic setting
for Gateway Center, Without the park, it is very doubtful that this mag-
nificent office center would ever have been built in Pittsburgh to trigger
the rebirth of the entire Downtown.

Since 1951, the Pittsburgh Parking Authority has created 5,078 parking
spaces in Downtown Pittsburgh, boosting the total supply of off-street
parking facilities in the Triangle to over 15,000, Except for guarantee
of parking-meter funds to cover any possible losses (which have never
occurred in the Authority's Downtown opetations), not one cent of the
city’s funds has been used in the construction of the seven Authority
garages.

T Lower Hill Redevelopment Project, Urban Redevelopment Authority of Pittsburgh,
1964,

8 Golden Triangle Study (Preliminary Report on Existing Land Use), Pittshurgh
Regional Planning Association (November, 1960), prepared for Pittsburgh City Planning
Commission and the Golden Triangle Study Committee.

5
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However, the garages—even though some are partially taxed-—have
resulted in a net loss of 45,791,717 in the valuations formerly taxed by
the city.

Gateway Center is a new treatment of 23 acres of Downtown rezl
estate, in which an open uncrowded building plan, with park-like atmos-
phere, replaces the characteristic full land coverage of the past. Strest,
highway and bridge changes are in process, creating new trafhic patterns
and new and broadened vistas. The program, without question, is pro-
ducing a more handsome and mote functional city. And in the im-
mediate future it will include extensive redevelopment in both the North
Side and East End sections of the city.®

How the Graded Tax Plan Assists Redevelopment
PITTSBURGH’S GRADED TAX PLAN is admirably fitted to the redevelop-
ment program. It is the purpose of both to give the greatest possible
encouragement and assistance to private enterprise in the construction
field. The graded tax offers the incentive of substantially lower taxes
for these great private improvement projects. The Redevelopment Au-
thority, by the exercise of the power of emincat domain, makes large
tracts of land available for rebuilding operations. The graded tax also
assists in making land more readily available because the higher land tax
has checked land speculation by making it unprofitable to hold valuable
land out of use and thus tends either to reduce or to stabilize land prices.*®

All of the larger buildings recently erected in the Downtown district
are favored with substantial tax savings under the graded tax, notably
the United States Steel, Alcoa, Porter, Manor, Remington-Rand and Gate-
way Center Buildings, the Hilton and Carlion House Hotels, the Bigelow
Apartments, and the new Kaufmann Department Store addition; and in
the industrial district, the expanded plants of the Jones & Laughlin Steel
Corporation,

® What You Should Kuow Abouf Fast Liberty Renewal, Urban Redevelopment Au-
thority of Pitrsburgh, 1960. Allegheny Cenfer, Urban Redevelopment Authority, 1961.

Pittshurgh Press, March 24, 1961, p. 2; * “The Allegheny Center project promises to
hecome the nation’s outstanding renewal program,’ Mayor Joseph M. Barr toid the gather-
ing of nearly 800 persons at Carnegie Music Hall for 2 detailed briefing of plans drawn
up after 30 months of study. About 62 acres of the 103 acres in the center of the North
Side (formerly Allegheny City) would be acquired and rebuilt by the Authority, Seme
518 structures housing 534 families would be purchased and rezed. Scattered commercial
sses within the Center would be regrouped into the 13-zcre plaza. Aboaut 220 “town
houses’ would be built by private developers,”

10 The per capita assessed land value in 1914 was $863 and in 1960 was only $706.
Based upon present market values of land, the actual per capita land value for the City of

Pittshurgh 25 of 1960 is estimafed to be $1,000, and it appears probable that the actual
per capita land value in 1914 was aleo approximately §1,000.
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also that Pittsburgh is taking vigorous steps to rebuild and improve and
that these steps are beating fruit.

As out history has revealed, two hundred years have elapsed since Pitts-
burgh had its beginning, and the city may now be said to have reached
its maturity. Elsewhere, particularly in the West, cities have annexed
large areas of adjacent land, thus providing themselves with room to grow
inside the municipal limits. But in the case of Pittsburgh, while the ter-
ritory embraced in five city wards has been annexed since 1925, the total
land area added to the city has been comparatively small since the an-
nexation of the City of Allegheny in 1906.17 Hence the explosion of popu-
lation in the Pittsburgh district has necessarily been largely beyond the
city limits and has occurred in all directions within a radius of at least
fifty miles.

An observer will note a tremendous expansion of both private and
public improvements in this period. The accessibility of outlying areas
has been greatly facilitated by new bridges, tunnels through the hills, and
patkways. While much of the city was still undeveloped in 1913, when
the graded tax plan was adopted, now the 32 wards that make up the
present city have been largely built up.® Yet there are some major
private housing projects still in progress within the city?® and there has
been a great increase recently in the number and size of apartment
buildings erected. As Pittsburgh is a city of many hills and valleys
there will probably always be considerable areas on the steeper hillsides
that will continue to be classified as “vacant,” but only because they are
undesirable for building purposes. And in the Downtown district there
is no longer any unused land, since any sites not occupied by buildings
or public parks are always utilized for much-needed parking lots,

It would be an exaggeration to say that Pittsburgh has solved all of its
land problems, but the situation has greatly changed. Land speculation
is no longer a major factor in Pittsburgh. TLand monopoly has not been
eliminated, but it is not now so conspicuous. Some of the largest

17 Vzluation of Land Annexed to City

28th ward $4,671,232 31st ward $2,304,970
29th ward 4,548,290 32nd ward 3,345,702
30th ward 1,554,005 Total 116,464,199

18 Building values for the entire city have increased 175 per cent since 1914; land
values have decreased 12 per cent since 1914, The combined real estate valuation (land
and buildings) has increased §7 per cent since 1914,

12 Announcement has been made of a twenty-million-dollar private housing develop-
ment kaown as Bast Hills, planned to provide both sales and rental housing for moderate-
income families. It will include duplexes, single-family two-story town houses, walk-up
and high-rise elevator apartments, The teatative ratio of sales to rental units will be
3tol.
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landed estates, such as the Schenley estate, have been terminated.®
Other estates, where formerly a building of palatial dimensions occupied
a large tract of land, have been take over by developers who have erected
apartments or groups of smaller dwellings.

As we look backward, we find that there was a phenomenal increase in
the market value of land for commetcial, industrial and residential pur-
poses, not only in the early days referred to in our history, but also
in the era of great industrial expansion and speculation between the years
1880 and 1930.2 Consequently, Pittsburgh reached the peak of its high
land values about 1929, just before the Great Depression began and
caused 2 collapse of values throughout the Uhnited States.> Much of
these values were, of course, recovered with the return of prosperity, but
in the meanwhile other forces, particularly the flight to the suburbs, had
come into operation.

20 The Schenley estate had very extensive holdings in Pittsburgh and was the putstand-
ing shsentee landowner, the income going to Mrs. Schealey in England. From 1905 to
19312, this estate received the sum of $17,506,348, the average annual distribution to the
Schenley heirs having been $553,812, or $1,517 for each day. Im addition, the tenants
paid all the raxes, the ¥ per cent trustecs’ commission, and various other expenses, which
amounted to thousands of dollars,

These data are compiled from various trust accounts filed in the office of the Register
of Wills and of the Orphans’ Court of Allegheny County, Pennsylvania.

Among the larger landowners in Pittsburgh are the Pennsylvania, the Baltimore & Okio,
and the Pittsburgh and Lake Frie railroads, the Jones & Laughlin Steel Corporation, the
Mellon National Bank, Bquitable Life Assurance Society, the University of Pittsburgh,
and the United States Government. ({The latter two owners are exempt by law from all
real estate tames.) Under special legislation, enacted in 1839, the City of Pitesburgh
(unkike other Penasylvania municipalitics) exercises the right to tax all real estate of
railroad companies with the exception of their rights-of-way, whether or not the
progerty is used for railraad purposes.

211y 1880 the total value of raxable real estate in the City of Pittsburgh was slightly
less than $100,000,000, or to be exact, $99,584,544, By 1900 assessed real estate valucs
had gone up to $321,696,550—the values had more than trebled in twenty years. By
1910 Pittsburgh real estate values had grown to $748,803,575, or more than double that
of ten years previous, However, it is important to note that the City of Allegheny {now
Wards 2127, inclusive, and contsining over eight square miles) was annexed to the City
of Pitesburgh during this decade. By 1920 the total real estate value had grown to
$814,507,550, and by 1230 this total had reached $1,164,663,760.

Population of the City of Pittsburgh, 1880-1960, U, 3. Census

1880 235,071% 1939 669,817
1890 343,904% 1940 671,659
1900 451,512% 1950 676,806
1910 533,00§ 1960 600,684
1920 588,343

* These figures include the population of Allegheny City, which was not annexed to
the City of Pittsburgh until 1206,

2% “During the depression years our cities had a reelly dreadful time. The value
of their land sank so low that it could not be sold at any price. ‘That is not true at the
present time, but the conditiens which have brought sbour the change are, at best, tempo-
rary. The real solution for the blight has yet to be applied.” Lawson Purdy, foreword,
The Self-Supporting City (New York: Robert Schalkenbach Foundation, 1246).












TABLE II
ASSESSED VALUATION—LAND AND BUILDINGS—CITY OF PITTSEURGH

Year Land Buildings - Total

1914 . $480,858,940 $282,069,870 § 762,928,810
1915 480,191,010 290,833,300 771,024,31¢
1216 483,316,070 299,247,850 782,563,920
1917 482,149,040 310,793,800 792,942,340
1918 482,132,590 320,438,820 §02,571,410
1918 480,131,130 325,889,600 806,020,730
15290 479,850,740 334,658,310 814,509,550
1921 480,461,700 349,386,420 829,848,120
1922 487,939,620 380,238,310 868,177,930
1923 $32,688,420 396,176,380 928,864,800
1924 530,675,130 420,482,780 951,157,910
192§ $47.475,280 441,354,840 288,830,120
1924 548,219,170 465,897,650 1,014,116,829
1927 §54,616,950 504,396,600 1,060,013,550
1928 $73,738,300 535,104,140 1,108,842,440
1929 $74,589,080 562,017,670 1,136,606,150
1930 $76,882,690 87,781,070 1,164,663,760
1931 590,968,170 617,201,910 1,208,170,080
1932 §86,692,810 621,575,310 1,208,266,120
1933 586,380,100 625,257,730 1,211,637,850
1954 566,584,170 614,224,490 1,180,808,660
1235 562,36¥,560 609,719,210 1,172,084,770
1936 91,172,360 §20,695,530% 1,211,367,890
1237 556,552,050 543,391,380*'} 1,100,143,930
1938 §$2,691,800 546,169,870 1,098.861,670
1939 571,239,420 $47,532,170 1,098,771,590
1940 513,117,520 §33,906,340 1,047,023,860
1941 504,089,300 £32,013,980 1,036,103,280
1942 498,984,600 532,854,480 1,031,839,080
1943 471,359,772 §72,650,892 1,044,010,664
1944 456,030,196 554,171,127 1,010,201,323
1945 430,707,673 549,619,688 980,327,361
1946 421,415,078 541,061,072 862,476,157
1947 412,182,075 §42,280,329 961,462,404
19248 414,584,807 557,568,549 971,953,356
15492 413,682,935 167,399,829 981,082,764
1950 412,663,176 577,131,134 989,794,310
1951 412,528,625 605,357,129 1,017,885,754
1952 409,837,170 618,976,086 1,028,813,256
1953 414,326,522 650,846,910 1,065,173,432
1854 412,622,034 697,063,971 1,107,693,00%
1955 411,613,57% 701,224,268 1,112,837,843
1256 403,829,072 712,167,076 1,115,996,148
1957 407,382,041 723,109,910 1,130,491,951
1958 412,403,924 733,310,951 1,145,714,873
195% 405,182,700 744,505,304 1,149,688.,004
1260 424,652,123 777,149,801 1,201,801,924

* I_ncludea Public Utilities Valuations $41,01%,540. ** Does not include same.
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BUSINESS PROPERTIES PAYING HIGHER TAXES

Property

200 Bifth Avenue
212 Fifth Avenue
225 Fifth Avenue
226-28 Fifth Avenue
237-39 Fifth Avenue
256 Fifth Avenue
310 Fifth Avenue
319-21 Fifth Avenue
514 Grant Street

631 Smithfield Street
520-22 Wood Street
230-34 Diamond Street
311 Fourth Avenue
627 Liberty Avenue
901 Penn Avenue
3702 Forbes Avenue

§836—42 Forbes Avenue

6001 Penn Avenue
502 Pederal Street
504-06 Federal Street

TABLE VII

UNDER GRADED TAX, 1950
Graded Tox Flat Rate Tax Tax Increase

$30,210.50 $21,600.00 $8,610.50
4,134.70 2,902.50 1,282.20
§,920.00 3,894.00 2,026.00
6,972.65 5,007.25 1,965.40
7,252,00 5,112.50 2,139.50
18,315.00 12,750.00 5,565.00
29,674.00 21,807.50 - 7,866.50
15,605.12 11,648.50 3,096.62
2,221.85 1,620.00 601.35
2,244.05 1,597.50 646,55
3,552.00 2,550.00 1,002.00
5,476.00 3,950.00 1,526.00
3,953.30 2,985.00 970.30
3,071.00 2,200.00 871.00
2,294.00 1,800,00 49400
940.72 688,12 252.60
1,726.60 . 1,341.62 334.98
10,915.00 7,900.00 3,015.00
1,184.00 900,00 284,00
2,166.1¢ 1,698.00 468.16
TABLE VIII

OTHER DOWNTOWN BUILDINGS HAVING TAX SAVINGS

Commonwealth Building
Plaza Building

Jones Law Building
Manor Building

Century Building
Bessemer Building
House Building

OTHER DOWNTOWN BUILDINGS HAVING GREATER BUILDING VALUE

Penn-Sheraton Hotel

Federal Reserve Bank Building

Oliver Building
Eeenan Building
Frick Building
Clark Building
Gimbels Store

Joseph Horne Company Store
First National Bank Building

Commerce Building
Keystone Building
Empire Building
Peoples Bank Building
Berger Building
Stanley Theatre
Roosevelt Hotel

Harris Theatre
MeCann Store Building

{Above properties show no nct tax savings, but higher land tazes ace largely offset

by lower building taxes on major portion of the real estare assessment.)
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SOME MAGAZINES REPORTING ON PITTSBURGH AND ITS REDEVELOPMENT
Saturday Evening Posi, August 3, 1946; June 9, 1956
Commonweslth, September, 1947
Pittshurgh Bulletin Index, January, 1948
Business Week, March 12, 1949; June 21, 1952; April 2, 1955
Greater Pitisburgh, April, 1949
National Geagraphic, July, 1949
Time, QOctober 3, 1949
Architectural Forum, November, 1243
The American City, July, 1950
Town gnd Country, August, 1950
Harper's, January, 1951; August, 1956
The Atlantic Monthly, May, 1951
Foriune, June, 1252
The Spectator (London), December 19, 1952
Real Estafe, March, 1953; January, 1960
Collier's, May 390, 1953
USA, Tomorrow, October, 1954
National Municipal Review, March, 1955
Reader’s Digest, May, 1933
Liberty Magazine, February, 1956
Life, May 14, 1956 *

Look, January 8, 1957

The Nation, February 8, 1958

Holiday, March, 1959

Engineering News-Record, November 19, 1859
Esquire, September, 1960

Newsweek, October 24, 1960
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