Plﬂsburgh %uﬁers Building-Permit Drop After

Ohifting lts Property Tax From Land to Buildings

We are sorry to report a 38.1%
drop in residential building-permits
issued in Pittsburgh, 2001 as
compared to 2000. The drop does

conform to the conclusion of all 17

of our objective empirical studies:
i.e., that the two-rate LVT-oriented

property tax (aiso known as the

Graded Tax) promotes new
construction and renovation. In
2001, Pittsburgh ended (probably
only temporarily) its long-standing
since-1913  practice of taxing
building assessments less than land
assessments, and reverted to

equalizing the tax rates on building

Conne\\évn?\\e

At a recent public meeting on
the  two-rate property  tax
(113.5/17.5 mills) in Connelisville,
Pa., Bill Swan, a parking-lot owner,
asserted that his property tax bill
went from $1,200 for one of his
parking lots to $2,800. (Editor:
Most  property  owners  in
Connellsville pay less because of
the two-rate property tax).

Joshua Vincent, director of the
Center for the Study of Economics,
said that a careful study showed
building development had been
spurred by the two-rate approach.

Jean C. Wrote, city controller
when the two-rate approach was
adopted in 1992, asserted that the

two-rate approach did not raise
taxes (i.e., was revenue-neutral).
The business interests present at
the public meeting wanted
buildings to be taxed more; they
also urged a variance for those most
affected by the two-rate approach.
(Editor: illegal under state law.)
Much of the furor over the two-
rate 1s misspent energy however:
with the first reassessment since the
late 1950s looming for Fayette
County, the numbers will change
dramatically, as CSE and HGFA
have been insisting for years. Stay

tuned.

This article is based on a report in the
Febmary 28, 2002 Connellsville Herald-
Standard.
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and land assessments; m™other
words, it shifted its property tax
from land to buildings. As a result,
new construction, and renovation
(as measured by building-permits
issued), being taxed more could be
expected to drop, and that is
exactly what happened. Some
people think that Pittsburgh’s
residential building  permits
dropped because the year 2001 was
a down-year for residential
construction in Pennsylvania, but
no: residential - building-permit
issuance was down  for

Pennsylvania by only 1.5%, not
38.1%, as the table for both
Pennsylvania

makes clear.

and  Pittsburgh

\ate

fncentive Taxation
promotes a proposal which can
end involuniary poverty.

It can revitalize our cities and
the very world ifself - and yet
its continued evistence is
threatened because it is running
out of money. It needs
bequests that are often
attracted to less
imporiant causes.

Be advised, then act.




Pitsburgh Suffers Bulding-Permi Drop

Continued from Page 1

In the past, Pittsburgh always
surpassed national building aver-
ages whenever it increased its
property-tax rate on land assess-
ments more than on building as-
sessments, ditto for all the other
two-rate localities which we have
been able to study (17 in all). The
figures in the chart reinforce this
record.

A mangled re-assessment was
the political catalyst for Pitts-
burgh’s reversion to an old-
fashioned one-rate property tax for
2001, and the city is still enmeshed
in trying to unravel this miss-

assessment. It is daily front-page construction and renovation result.

news in Pittsburgh and might delay
re-adoption of the two-rate prop-
erty tax for 2003 (but a delay does
not seem likely for 2004).

Do these figures indicate that
this can be our study #187 No, not
quite — our usual study compares
the three-year-after switch period
to the three-years-before, so we
will have to wait two more years
before we have a complete eight-
eenth study. So far, these figures
indicate (if they do not- conclu-
sively substantiate) that the more
the property tax i1s on land rather
than on building assessments, new

iswering 2.-Rate Objections

Objection: Some property owners will complain that the itwo-rate
building-to-land property tax will increase their property-tax bill.

Answers:

1. Bring on the two-rate approach so gradually they will hardly notice.

2. Most property owners will pay less.

3. Only land-extensive properties will pay more; out-of-town land-
owners generally will pay more.

4. The locality’s business climate will materially improve.

AARP's View on
Docial - Security
Reform

We have recently run a num-
ber of articles on social-security
privatization, The AARP dissents;

here is the view of AARP Execu-
tive Director Bill Novelli (The

- Nation, 2/02, p. 20):

“If the recommendations of
the Social Security commission
were enacted, ‘people will have to
work longer, pay more and risk
getting less.

“The recommendations lack
balance. They rely too heavily on
benefit cuts that will fall hardest

| on future generations of retirees
. and on those who will need Social

Security to survive.”

Novelli says AARP favors a
balanced solution “starting with
diversifying the - Social Security
trust funds’ investments to include
federally backed debt instruments,
raising the wage base for payroll
taxes and adding newly hired state
and local employees to Social Se-
curity. Social Security does not
stand alone,” he adds, “we are
committed to improving overall
retirement security, which in-
cludes, pensions, savings and
health care coverage as well as
Social Security.”
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“This policy has alleviated the
necessity of having a cily income
tax.”

“The mayor [re-elected four
times] established a land division
under the assessor’s office to annu-
ally reappraise all land in the City of
Southfield.”

~ “Homeowners generally experi-
enced a reduction in assessed values
and a reduction in the city tax rate.”

Computers permitted “a mass
city-wide appraisal in a period of
three hours, once a year at a cost of
less than a new secretary did.”

“The annual reassessment costs
about six cents per parcel. The staff
is now able to spend 35% more of
their trme 1n actual field appraisal
work.”

“The larger the improvement tax,
the smaller is the owner’s incentive
to spend good money to improve his
property.... The larger the land value
tax, the larger the leverage on own-
ers of unused property to properly
improve it or sell to someone who
will.”

It should be noted that there were
other causes for Southfield’s sudden
prosperity, aside from land value
taxation (LVT).

(How come it is that none of our
two-rate localities have yet to en-

LVT in Southfield,

close two-rate descriptions w1th their
tax notices, thereby keeping the vot-
ers ignorant about the issue?)

NAFTA

(Free Trade) Works

The chart below comes from

the [Investor’s Business Daily,
£inin

MWt a nth

Ofauivi. INOIC that our trade with

Mexico rose about three-fold,
much more than with non-NAFTA
countries.

Imports benefit our consumers
by lowering prices. Exports benefit
our producers.

Taxes on production add to our
export prices. However, we don’t
export land, so tax it instead.

ofor Toe
Lath Propoety Tay

Studies show most voters (in-
cluding the elderly) wall pay less
property tax with a two-rate prop-
erty tax as compared to one-rate. In
addition, local business benefits. All
this is magnified if a two-rate local-
ity would defer the excess of what
poor, elderly or temporarily unem-
ployed property owners pay with the

two-rate property tax as compared to
what they would have paid with a
one-rate property tax until time of
sale or bequeathal of the property,
subject to these conditions:

1. The payback of the tax de-
ferral would be the first lien aganst
the property at time of sale or be-
queathal. However, in no case shall
the deferment continue for more
than ten years, nor shall it exceed
the un-mortgaged part of the total
property assessment.

2. This tax deferral applies
only to those who are 65 years of
age or more; or whose annual mn-
come Is less than ten times the ex-
cess of their two-rate over one-Tate
property-tax payment (if there is any
excess), or who have been unem-
ployed for two years maximum and
who have earnéd no more than
$10,000 for the property-tax year in
question. You should feel free to
alter these guidelines, of course.

3. The locality shall charge an
annual interest rate on the tax de-
ferral equal to the interest rate of
the U.S. ’s 10-year bond.

In the short run, the locality
may have to raise property tax
rates to re-coup revenue lost by
granting these tax deferrals. But in
the long run, these deferrals will
prevent all hardships from a two-
rate property tax.



Professor Mark Alan Hughes
' (U. of Penn., in the Philadelphia
Daily News as quoted in Ground-
swell, 11-12/01): “The Tax Struc-
ture Analysis Report issued yester-
day by City Controller Jonathan
Saidel 1s the best policy statement
from any city government in my 20
years of policy analysis and re-
search...cutting taxes will lead
fewer people and firms to leave the
city and persuade some of each to
\.come or expand here.”

e N
Endorsement 513 |,

Foreign Trade

Question: How would land
valte taxation (LVI} gffect ULS.

aﬁd forei o trade?

Answer: It would increase for-
eign trade significantly. Taxes on
labor and labor products raise the
price of U.S. goods; LVT would
reduce or abolish those taxes. Also,
land speculation raises the price of
U.S. exports; LVT could abolish

that.

(This analysis was stimulated by a
letter from IT reader John Miller of
Poughkeepsie.)

Legal Opinion on How to Assess for 2-Rate

_Should the land be assessed be-
fore the building? NO, the land is to
be assessed first, says the legal
opinton in the case of John
Wanamaker Department Store wv.
Philadelphia, 350 Pa. 638, 646, also

349, 553 (1949). On 10/12/83, Regis
C. Naimn, Assistant City Solicitor of
Pittsburgh, wrote a letter to Douglas
Reed, Pennsylvania League of Cities
(PLC - a copy of which is in our
files, available on request) in which

he quoted the official decision as
follows:

The official legal decision said
explicitly that the taxpayer can ap-
peal either the land assessment
and/or the building assessment.
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