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Personal view

ichael J. McManus

PENNSYLVANIA CITIES are pmving there
ls & way to reise taxes {o promote—rather
thzn depress—economic development.

Conventional wisdom holds that the higher
property taxes go, the more they discnurage
development. But consider the case of Pit's-
b.ﬂgh On Jar 1, 1979, property taxes on

o e land doubled to offset
cuts ol federal sid,
while taxes on buiid-
ings remalned constant.
- The result? Permits
-for new -construction
were. only $89 million
In 1878, before the tax

$108 million In 1979,
At the end of that
year, Pittsburgh jacked
up its tax on land agein
to & natlonally unprec-
SN ; edented level of five
MICHAEL J. McMANUS  fimes the tax rate on
bulldings. In 1980, construction permits
jimped three-fold over 1978 to $297 miition!

_SOMEWHERE, THE SPIRIT of Henry'
George must be smiling. A century ago, when
ke ran for mayor of New York, George
edvocsated putting all of the property tax on
Lsnd and none on bulldings. He argued that
the typical U.S. practice of ralsing 80 percent
of property taxes on buildings discournged
a¢ditional Improvements and rewarded dete.
rioration and speculation.

Fans of Henry George persuaded Pittsburgh
to expertment. The resulting new Investment
mmay total $4 billion to $5 billion.

- Thus, what Mayor Richard Caliguirl calls
Ranaizsance II could well dwarf the $500-

hike. They jumped 10 -

igh land tax g

bag bogst

million Renaissance 1 that rld PIttsburgb of lts

choking coa! smog after Worid War 1f and -

bullt its Golden Triangle of office bulldings In

g former warehouse district where the Alle.

gheny and Monongahela Rivers merge to

create the great: Ohio River.

Caliguiri doesn’t believe that Renﬁ!ssance J§ :

was generated by the clty’s high land tax,
which he opposed when it came up in the

City Council. He feeis the partnership and -

sense of trust he forged between Industry and
City Hall was more important in stimulating
the investment decisions.

HE MAY BE RIGHT. For example, one

result of that partnership Is an extraordinary

network -of excluslve bus lanes that whisk

people downtown In less than half the time it -

takes to drlve—-a massive public investment. -

that makes downtown the logléal place to
bulld in the metro area.

But the fact is that public ihvestment ~

enormousty increased the value of the land in |
the Golden Triangle. So it was right for the .
public to recapture part of that Investment -

with a high tax on land. And by keeping
taxes low on buildings at the same time,
powerful twin engines for development were

" fired up.

Caliguirl prefnrred & hike In the Income tax -,

because it “is & growth tax; and It taxes the
abllity of people to pay. A real estate tax is

‘more regressive.- Yet the tax he wanted .

would have forced the everage wage earner

owner with tha increased iand tex.
WHY? MOST PEOPLE have small plots of

land, while the most valuable land is owned ‘
by busipess and by speculators. -

Would & hlghcr tax on land help & .smalicr
community?
Cons!der 1he case of McKeesport Pa & city -

i3

3507

of 31,000 (and dwindling) in & steel-producing

valley near Pittsburgh. In 1079 its property
‘tax rate was 2.4 percent of assessed value on

its tax rate on bulldings to 2 percent and

.* ‘raiged the tax on land to § percent.

$3.6 million, Mayor Lou- Washowich att-

butes part of that.increase to other lactors,

-to shell out an extra $223 a year, compared. -, but says he Is “sure that some people were

-with an average hike of only $84 per home-

‘encouraged to bulld on unused poruons of
thelr ground.”

In New Castle, Pa., Mayor. Ange!o Sands is

more wealthy landowners. -

Sundoy Sun-Times, May 31, 1981

director of the Center for Local Tax Researc

. In New York.

-. both land and buildings. Last year It lowered -'

He notes that shortly after 5t, Bartholome
Church was offered $100 miilion for It

_ property and the Pan Am Bullding sold fc
_ $400 million, Mayor Koch ordered & n

IN 1879, BEFORE the change, i lssued $1.9 °
mililon In building permits. In 1980 it lssued .

"evaluation of midtown land values and “that

how he’s been able to balance his budget.
Unfortunately, most states don't perm

- citles 1o set a higher tax rate on land then ¢

bulldings, as.does Pennsylvania. Yet, as Ful

" kelsteln says, “current practice hurts ever

body but the speculators; higher taxes on tar

“would help the homeowner, the develope

- t d business.”
~ advocating & big hike on land taxes and lower ":‘rme environment, the city an

. bullding taxes, shifting some of the burden
:5. from small homeowners to owners or large or

No reform could do more to help cliles coj

‘with ‘the Reagan administration’s budg

-~ blows—and at zero cost to siate treasurle

“Land s seriously undervaiued and under- '.

mxed In every clty," says Phlilp Flnkelstnlu.
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Michael J. McManus is a Connect:cut—bu

columrust specmhzmg in urban economics.
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