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[OF: the mary commerits expressed in vegard to the pre-
ceding: editions of the “Rive-to-One Plan,” the corsensus

S h opidicn s this:

_"_;_'.'_"_T-l'iat ‘one of the most significant, as well as unique,
U features about the system of taxation outlined in this
Cpamphlet is the faet that the velief afforded o the hoie
“owners and theif tenants by the extension of the Graded
ax'is 4 genuine relief, for the saving effected would not
hive to he made up by any new tax, In other words, the
ring. to the home owiners and their tenants would _'HQ':E Tes
“tappear as 4i1 increase in any other tax now in etfeet, nor
. would it appedr g oA su_bsfi’tﬁ_te 'taxg stich as the incnm-é tax
ctax. All other proposals for tax relief cair be
‘brought about only by the shifting or -substitution of
“oopresert taxes; @t by legislating new ones, so that the
tenants and home owners are no better off than before; s
they merely pay the same tax in another guise; but the
extension of the Graded Tax represents a genuine redire-
tion in the taxes now paid by the home owirers and-their
fenatts.

The McNair Fiveato—Q-_nC- Plan
By "

_]ohn C. Rose

A Plan that proposes Lo shiﬁ the burden of i_@'x@tiaﬁ-
from those who honestly earn their wealth to
those who receive public funds.

The following article is a brief exposition of the
Five-to-One Plan advocated by Mayor W, N, Mc=
Nair of Dittsburgh. The articdle particularly empha-

-sizes the incidence of this system of taxation upon

the economic life of the people.

Would Lower Taxes on Homes

The Five-to-One Plan! deals exclisively with the
rate of taxation on real cstate, and proposes to set
the muricipal tax rate in the ratio of 5 on land value
and 1 on buildings, or, what is the same, exempt

buildings 80% of their value. This ratio does not ..
affect the amount of revente raised from real es-. =

tate, nor the expenditure of revenues collected, but
it does materially affect the distribution of wealth;.

tending to make the distribution more equitable and.

just, Eeonemists who have made a careful study of

the plan, have expressed theif opinioni that it would:

1For the actual text of the Five-to-Oie Bill, see Appendi
page 12, where it is reprodueed in part: S




*investment market, such as mortgages and other sectiri-

 Would Encourage Gainful Employment

lOWf:If_"the:'_t_étXé.s' of the small property owners, thereby

o increasing - the - effective ‘purchasing power of a large

numbet of consurmers. By stabilizing real estate values,
. the Plan.would exert a beneficial effect upon the small

-ties. Tt is their belief, moreover, that this Plan, by

- stimulating land into productive use, would have a

- marked tendency te encourage gainful employment.

~. The economic philosophy? underlying this system
of taxation states that land wvalue—as distinet from
the utility value of land—is a sodally created prod-
uct, and should therefore bear-a larger share of the
tax burden than it now does, while the processes and
products of laber, as houses, for example, should be
.exempted from taxation—or, at least; should not be
taxed so heavily as land walues.

This tax system is not ‘a radical innovation, for
Pittsburgh has had a Graded Tax for years. In fact,
Pittsburgh  (with the exception of  Scranton) is
unique In its present system of taxation.  Most of

the municipal revenue is raised  from real estate,

There are no taxes levied on other forms of 'pr.jqp-—-
erty Jor en income. Since 1925° there has besn in
full operation what is known as the Pittsburgh

#For the economic prineiples underlying the. Five-to«Ome Plan,
reéad Progress and Poverty hy Henry: George,” also, Sueial Prob-
lems and The Sciemce of Political ¥conomy by the sanse atithior,
Advanced studeiits will find @ most interesting discussion of these
econgmic pringiplés in The Philosophy of Henry Geoige;, by Dr.

R: Geiger. ;

Would Extend the Benefits of the Graded Tax

Graded Tax Plan® which automatically fixes the
rate on buildings at ene-halt the rate on land values.
The Pittsburgh Graded Tax Plan has reduced the tax
burden of the small home owser from five to thirty
per cent of the old flat rate. "The Five-to-One Plan is
simply an extension of the Graded Tax, but its bene-
tits are more pronounced. #

In the following comparative tables, the flatrate
millage is determined by dividing the amount of
revenue (to be raised from real estate) by the total
value of taxable real estate. “T'o détermine the mill-
age governing the Graded Tax and the Five-to-One
it is necessary to assess land and buildings separately.
This division of land and buildings rests upon a log-
ical basis, for buildings and land are not economically
related, land being the source of all wealth and the
passive factor in all employment, while buildings
represent a labor-capital product. All of these vasious
graduated rates, by the way, will produce approxi-
mately the same amount of revenue now obtained by

the Graded Tax.

3 See the pamphlet, Pittshuigh's Giaded Tax in Full Operatiof,
by P. R. Williams, Chief Assessor for the City of Pittsburgh.
Sorig of thie concrete results of the Graded Tax are #s follows:
(1) the shmulation of the bitilding trade, resdlting in the con-
strugtion of many homes and office buildings; (2) reduction -of
the ity taxes on hormes and buildings ‘where Improvements exceed
the ‘value of the Tand; (3) stabilization of Pittsbutgh's municipal,
ctedit, so muach so that; in spite of the depression, the bonds of
the City of Pittshiirgh are the highest above par of any’:large
mutticipality. _ _ ' S
It wonid require a small pamphlet to taibilete all the sta
made in favor of the Graded Tax by prominent persons i
hitrgh and throughout fhe couniry. - -




Comparative Statistics 'Iii-ustrating"f
the Flat Rate, the Graded Tax,
and the Five-to-One '

L Sec page?for I]Iustratlon S
Land, $1 000 Bulldmg $'}OOO Total value, $6000

: R Clty Levy
()lcl "‘F*'lat Rate {_1::.3 mills) ~w$91 80

Present (Jr'lded Tax
: or 21%

Proposed 5.:—1%:_()'—'1:_ (26 on Land)' = $52o-00 a sav

SN School Levy

' - i’rumt I‘I _" Rate {11 7:> m-1Hs)

R Probosed Gradcd Tax (élﬂéoﬁnB]i‘;gd%

B 'Pr.o.g').(')é'e.d' Sitorl (20 (')'n' Land}
R T (4 e degs.,;)

SRR School and City Levy
~ Old Flat Rate' - =$159.30
+ Present Graded Tax = $128; 10 a sav mg of $31.20, or
o Phus: Proposed G_raded 20%
- Scheol ’I‘dx i . .
: Proposed-.' -to-fo = $92OO a savmg of $67. 30 OF -
R 42% SR

{20.6 bn Laﬁld‘)_ = $72 10, 4 sav—':'
(10 3 on Bldegs,) ing: of $19; 70 o

(5.2 on Bldgs.) - mg of $39801

- See preudmv page for statistical data 111ustra.t1ng the saving
in. dollars and ¢ents to the owner of %$his property if the Cuty and

S Scheol had thg Flve-to-'One Plan in apétation.

. The flat, ate of taxation; applied indisciminately

“to land and buildings, which prevzulb throughout th
- country, and which Was also used in Pittshurgh prlor
" to the adoption of the Graded Tax, actually penal-

- izes attractive homes such as the one pictured above.

The Five-to-One Plan would be an actual boon o such

N owners.




S

- ing industry,

- Use q.f.. QLanﬂ:Em_];iIOy{Iﬂeﬁt._

e :_:-. Since t'his's:y'stér_h' wotild increase the rate of :taxgt_i:o“r‘i.r

on land values, it would naturally have a tendency to-

- stimulate land into productive use, for the obvious
reason that it would not be profitable to hold waluable. .

“land idle and unimproved. : o

" “The vital connection between the use of land and

employment is most clearly observable in the build=
-which is one of the most basic of the

trades, having many important subsidiary industries de-

pendent upon it. Therefore, to stimulate the building
- trade js to initiate an impulse that will bring into ex-
- istence a large aumber of minor occupations.

Feonormists state that in the best gconomic Use of
land, the improvements should equal the value of

" land, or, preferably, should - exceed the bare -land

value; but in any city, the ‘proportion of unused
valuable land is astonishingly. high. It is not diffi-

1 (I find - 1n-the- Assessors’= books.. --assessments .
Csimilar 't_o"-_th'e':folldwing',bh'e: Tand, $304,000; build-
. inigy $25,0000 It is quite obvious, in this case, that the
‘land is being used only. one-twelfth of its mimimum

economic use, which mearns; in other words, that em-
ployment on this particular plot of land could be in-

creased” 12 times. The Fiveto-One Plan would
stimulate such land .into productive use—literally
“convert it into gainful employment.

A tax on land wvalues tends to reduce the exchange
value of land, while 4 tax on labor products has the

-opposite _tendency of increasing: prices of commodi-
ties. -

Therefore, this Plan, by placing a higher tax
on land values would make land cheaper, and by re-
ducing the building tax would lower: - the cost of

& 10 »

-

our $0CI0-£C

buildings and horhes. Cheaper land and Jower-priced
buildings would also give an added impetus to con-
struction, and, so, help to set the wheels of industry
OVINE. ) '

Would Stimulate Industry and Business

~ Not ouly would the building trade, with its many
dependent trades, benefit by the extension of the Grad-

ed Tax Plan, but industry and business i g_-c'ne‘r-al
would be encouraged. All varieties of business re-

quire sites, and, the more favorable the location, the

| 'Ele_.j;_t‘er the opportamty to conduet business: High land

pfices are -a serious detriment to successful Dusiness.
This Plan by increasing the tax on land valies would
lower the purchase price of business sites and render
them more available to labor and capital. By redue-
ing the tax on buildings, office “rents” would be re-
duced, and no longer enter s heavily into the “over-
head” expenses. - '

The Five-to-One Pla 15 not a panaced or care-all for

o 'p-“r‘f;%lt:m's, nor do any of its ad-
vocates advance it as such, but within the Timits de--
fined above, it is a most cfficient social istrument
of economic reform. As stated, it would benefit the
modest home owner by making land cheaper and by

reducing the cost of houses. It wounld check land

speculation, which, as history points out, is always one
of the major causes of industrial depressions. Finally,

by stimulating land 1nto productive use, it would en-

courage gainful employment, and to that extent; at

least, would help to prevent eyelic depressions..
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APPENDIX

© I the eoniditg 1935 session of General Assemibly, the hoae
pwners will have #n opportunify #0 save from 25% 4o 50% of
their manigipal tax hill by persuadine their Stdate’ Senators and
Representalives to vote fot the FIVE-TO-ONE BILL, The
following excerpt from the Bill, which was drawn up by Attorney
Ward Bon~.111 Salicitor Tor the City of Plttsburwh will give some
idea of the 1mportance of this meastte.

They [the Assessors| shall classify all real estate in the
eity in such manner; aid upon such testimony as may be
adduced before them, so as to distinguish between the build-
ings oft land and the land exclisive of the bmlchngs siriel
(to) shall cettity to the courcils of said city the aggregate

valdation ef (eity property subiject to taxation) the build-
ings on lgnd; and of the land Mfl@aswe of the bmldmgs sub-
| ject to taxation by said tity.
cotmeils, if determining the 'r_ate __for (_eagh y.ear he_reaftef)
. the. veurs. 1936 and 1937 to.assess o tax wpon-the buildings

—equel to f’owhfmfﬁ& of the highest yate of taw veqired for

“ sald vears; and for the years 1938 and 1939, to assess @ tax
upon the buildings equal to threc-tenths of the highest vare
required for said years; and for the year 1940 antd for euch
year ilzereafte:r to as5ess a tax upon the bmldmgs equal to
(five-tenths)4 two-tenths of the highest rate of tax required

‘to be assessed for each year respectrvely, 50 that upon- the

- said classes of real estate of said city thete shall, in ariy year,
: "b_c tivo rates of taxition.

gal .phraaeolﬂgy requires the ihsertion of this parenthetical
fnf: tenths;” whith mefers to the present Graded Tax Law.

Saving in A-cfﬁal - Dollars and. Cents to the

Owner of the Property Iustrated on 0uts1de

Cover

Land, $500; Bldg., $2,500; Total Value, $3,000.

City- Levy

Old Fiat Rate = $45:90
Present Graded Tax = $36.05, a saving of $9.85 or 22%
Proposed 5-to-1 = $26.00, a saving of $19.90 or 43%

Schoot Levy

Present Flat Rate s $33 75 .
Proposed Graded Tax = $28.00, a saving of $3.75 or 17 %%
Proposed 5-to-1 = $20.00, a saving of $13.75 or 41%

Scliool and City Levy

Old Flat Rate = $79.65

Present Graded Tax = $64.05, 2 saving of $15 60 or 19%

Plus Proposed Graded
School Tax

Proposed 5-to-1 = $46. 00 a saving of $33.65 or 427 i




