
I

!

{

}

tlines ani

1

i



Deadline - Let



Į

I should est. L.V. per. cap.r of inc. per caps from

wealthy residents or profitable
corporations.

Total income tax payments
The lowest ranking suburbs , to Milwaukee County and its

besides Muskego, were Frank- 19 municipalities were just un
lin , $28.19 per person ; Muk- der $56 million in 1970 , dc.wn
wonago, $30.35; St. Francis , $2 million from 1969.
$30.50, Greendale, $32.84, and
New Berlin , $34.13.

Part 2 Sunday, January 10 , 1971 THE MILWAUKEE JOURNAL

Tax Return to Communities Reflects 1970 Recession
Journal Madison Bureau were Fox Point, with $133.45

Madison, Wis State in- per person ; Bayside , $111.56 ;
come tax distributions to Mil- West Milwaukee , $104.22, and
waukee and nine suburbs de- Elm Grove, $92.54.

clined during 1970 , reflecting a
poor business year.
) Hardest hit were Glendale

and River Hills , where shared
income tax receipts were down
32% and 27% , respectively,
from 1969. A

Muskego.
Other top ranking suburbs

Based on Income
River Hills, however, came

off best in proportion to its The state each year distrib
population . It received individ- utes to each city, village, coun
ual and corporation income ty and town a share of what it
tax shares totaling $233.03 per collects in income taxes from
resident, compared with $39.73 individuals and corporations infor Milwaukee and $26.74 for
the lowest ranking suburb,

er

i

Some Hold Their Own
Middle income municipali

Municipalities that showed ties generally held their own or
drops in shared tax revenue gained slightly in 1970 tax diswere generally industrialized
communities and those with
large numbers of wealthy tax
payers. A

The industralized communi
ties suffered because corpora

thus corporation income taxes
tion were and

the municipality involved . The
per capita payments are high- were reduced, according to Al
est to municipalities having den Hayes, a researcher for the

X

taxable inc. per cap.

State Revenue Department . sides River Hills and Glendale,
Declines in some wealthy sub- were:
urbs were blamed on the drop
in stock values , reduced divi
dends and other factors.

Bayside $
Brown Deer..
CudahyFox Point, Milwaukee, Fox Point
Franklin

South Milwaukee, West Allis, Glendale
West Milwaukee, Whitefish Greenfield

Bay, Elm Grove and Wauke- Milwaukee
sha.

Hales Cor.

Oak Creek
River Hills

Shorewood

Cedarburg ..$Mequon

The income tax distributions St. Francis

are an offset to local property South Milw...
taxes . Thus , if a community's WestAllistributions. This was because receipts fall or if they grow wh'fish Bay..
less than had been expectedthe pay of many middle in as they did in most cases this

come wage earners increased year the loss probably will Grafton
during 1970 , in spite of the be eventually reflected in high
business slump , Hayes said.

Municipalities that received
The following table lists in

smaller income tax distribu- by Milwaukee area cities and
come tax payments received

tions in 1970 than in 1969 , be- villages for 1970 and 1969,

Thisville
Pt. Wash.

er property taxes.

Sunu

with the per capita amount
based on 1970 population .

Milwaukee County
1970 1969

[]

BrikfieldMuskego

ľ

$ 351,906 $ 334,517 $ 45.28
28,492,424 29,463,825 39.73

835,002 831,456 60.07
363,757 501,094 233.03
319,932 292,364 30.50

1,217,044 1,210,715 78.14
952,648 983,777 40.89

Wauwatosa.... 3,740,132 3,664,222 63.74
2,976,126 3,118,060 41.19

459,068 540,537 104.22
1,335,152 1,574,160 76.76

Ozaukee County
305,584 $
649,523 .
362,772 315,038 60.48
158,154 162,838 49.70
497,089 451,816 56.80

Waukesha County

298,837 $ 39.70
633,565 53.64

$ 1,782,608 $ 1,766,022 $55.46
309,488 277,679 26.74
919,340 806,322 34.13

1,829,468 1,855,688 45.44
666,366 672,259

Meno. Falls 1,162,163 1,094,666
Mukwonago.. 71,827 69,217

92.54
36.66
30.35

EmGrove...
New BerlinWaukesha

1970
Per

Capita
497,667 $ 469,368 $111.56
514,971 418,924 40.80
845,605 771,596 38.30

1,059,212 1,091,364 133.45
345,201 319,609 28.19 -

1,076,344 1,592,456 80.11
495,402 466,774 32.84 .
775,338 691,873 45.28



ME
INCORPORATED

May 27 , 1970

Dr. M. Mason Gaffney
Resources for the Future , Inc.
1755 Massachusetts Avenue , N.W.
Washington , D. C. 20036

TIME & LIFE BUILDING

Sincerely,

ROCKEFELLER CENTER

NEW YORK 10020
(212) JU 6-1212

Dear Mase :

This is just a P.S. on the letter I sent you earlierthis week .

Perry
P. I. Prentice

EXECUTIVE OFFICES

Great as my interest is in your newly-discovered
figures on the progressivity of L.V.T. , I would still
be much more interested in having you get down to
enough specific examples in Milwaukee to substantiate
your earth- shaking statement that shifting the whole
incidence of the property tax to location values alone
would so change the arithmetic of property ownership
that it would pay the owners of practically all the
aging or inadequate buildings that now preempt more
of the land in downtown Milwaukee to tear them down
and replace them with new buildings that would make
better use of the site--all this with no subsidy atall .



Economic

Land Value as a

sex liniamut of taxing land instead of bldys.

a case st
study

Effects

using Meter.

is on

outline:

Intro andour Problem, proposal, and evaluation

current creries of prop tux

Chronic discontent & problems.
Proposal to access only land, exempe blogs.
Purpore & objective of study: predict offects ofproposed Mecays; andevaluate,
Milw. Cty. as proving ground!
Preview of findings.

in termes of miket. normes , Latter is
more curtain, les quantitativos.

Lift sighets above: Mile , land uns, urbem ridiners. Proximate fours
landmkt., p.w. for landder. But this is human dev., welfare,land nie,

I,II. Economic problem (related to property rean.) that the tax change willuffert.

A. Land use. The malfunctioning market

B. Public spending...Interiilecontespour les capital,& Excen cost,upy.copt.pagecan

Tax Bare

c. Butiken of tax bunden

II.Itt The well-functioning market; how itshould work

A. Pvt. parcell

B. Response to public spending

C. Distrib. of the bunden



Title & Intro.
The

Land Use Problems : the malfunctioning
fI. Land

Files to Keep
Outline

II . The well-functioning market: how it

h

Anchit should Resform solve land
C. Ht. 1. Feniral 2. Resid . 3,
D. Demnity (ova)

as a barrier to market function.
A. What the tax is : concept and execution .

1. Land

LMtre, from LRTPP)
A. Reveral times & freq....
B. Quality

III. The R.E, Tax as a

2. Capt.
4. u. Bldgs

b . Land devet.
utilitien

3. Exemption
4. Discrimination

terjurisdictione relations

Equalization
b. Straving, over cupping

5.Interjun'schi
e

to inserit

market

T

Consolidation
Relation to income taxes : dilution and futification,

.

wereproblems

the

Assumptions and definitions

bandwe pration of empicaltheB. Effects
1.
2. Seneral bias towards lighter - taxed uses

Contraction of higher - faxed uses: intensity differentials3.



E. Lot coverage

7. Type of

G. subdivision_

H. .Cound & squet.. public I other put.put, unes



4. Aspects of redurat intensity
a. Reneral timing & fuez.
b. Quality

FF.

c. Height : 1, General; ;:, Resid ,; iii;, Office; iv, Industry; v, Parking;
vi,Retail; vii, Storage andd. Density
wholesals; viii, Other,Lot coveragee,

f. Type of landuse
*

g . I'mperfect subdivision and accumbly...
Reduced complementaniy
a , To p.w.
b. tros Among put, mes.

D: Decente atization & disintegration

5. Market viscosity

7. Requivity
by poorer

of land by poover

a. Heavier races on

b. Reduced use

N

T
1

2.



C. Other banien to market function : (relations weight of takes on

capital)

TV. a

1. Zoring
2. City capital budget priorities
3.... City I Federal preemption of land
4 .
5.
6 .
7.
8

Zest Loan I insurance neighborhood stereotyper

tax on site value

A. The proposed base
1. The concept of site value : definition

2. Practical aspects of defining the tax bene

a.. Mapping
b . Sources of dates;

and interpretation

£

techniquesTax avoidance and counter measurRii .
c. Options in.

3. The Asterter

recognizindie laient valuesDyour

3

J
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4. Exotic components of proposed base

B. Effects Land Use

2
1. of untring blogg. Individual parcels

of Fixing bound to any
a. Mutaxing bildys

b. Taxing land rentability

Public costs per capita2₁

3. Synergism

4.it. Limits to growth
Congection

Demand for city space

a.
b.

C... Adequary of land tac

D. Distribution of Tae Bunden
1. Functional

a ,

base

Factoral

4



b. Among

2. Personal

3. Spatial

·

a.

E. Transition

use

Neigleberhoud

b . Jurisdictional. (Equalization; sharing I overlapping;
solidation)

I. Summary I Conclusion
...A. Benefits of

types

Fuc. reform.
1. Trends of urban problem under
2. Positive benefits of reformr

2.
1.

structure: power not fucked

B. Political & Insth. sirategies

present policy

Effective banies to uform. a) Ignorance h)Political
publiclypour toutes toward reform.

4)
motivated groups.

5



LVEBA

III, A, I Land:

/Title & Intro,
~ Outlines , Organization

II. The well- functioning market

III, A, 2, a Bldgs and on-site
2 , 6 :III,.A , 2...

III, A, 2, c .

(Files to make

III, B, 4, 6 : Quality

III., B, &, c : Height4,

III, A , 3 : Exemption
III, A, 4 : Assunt. Discrim...

III, A, 5: Relation to income tax

III , B , 1-3 , Effects on land uns, general

III, B, 4, a : Renewal timing & frey.

III, B. 4, d : Density

Distinctive color code:FT .Orange

Land development, inter-site.
Utilities ..

III, B, 1
~ III, C...

III, B, T, e :

III, B, 4, f: Type of Land the
III, B, 4. g.
III ,B, 5
II, B, 6

Lot Coverage

Imperfect subdivision & assembly
Reduced Comply.
Market viscosity

Regresivity
Other Baniers.

1



Aut

II, A,I
II, A, 2, a
II, A, 2, b

II, A, 2, cI , A ,.2, d

1D , A, 3
IV A, 4

TV, B , I. a
II , B , 1,6
TV, B, 2

II, B, 3

aII , B, C,
TV, B, 4.6
TV, C

IV , D , I, a
II, 0, 1, b

TV , D , 2
TV, 0, 3, a
TV, D, 3, b

VE
I, A.I, A, 2.
I. B.I, B, 2

Definition of rent and site value

Mapping

sources and interp. of dates

Tax avoidance and counter moves

Options, degrees of latency_
The Assessor

Exotic Componentes Reuts

Effect of watering blogs..
taxing land

public coutson

Synergism
Congection Limits

Demand for City Apine Limits
Bare

Adequacy of
7cectoral Distribu.
Use-type Dist.
Personal Dist.
Neighborhood Dist.
Jurisdictional Dist.
Transition

Foreboding Trends

Benefits of Referme

Banien to
Referen

Routes +

2
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Thomako

1 .

2.

3.

4.

.6 .

·7.

8.

Land and Fiscal Problems Related to Property Taxation

The Present Property Tax, Incentive effects in the
to a . Basic Theoretical Effects , a priori

b. The Tax as Modified in Practice

(Brief of " Brief" )
Gaffney's " LAND VALUE AS A TAX BASE IN MILWAUKEE"

Research Outline , September 18 , 1967

Effects of Property Tax on Land Use

9, 10.

a. The Effect on Renewal Frequency
b. Other Effects , summarized

Conclusionc.

Proposed Tax on Site Value

5. Anticipated Effects of Proposed Change
a . General
b.

a. Theoretical Rationale
b.

(No # 9)

C.

d .

C.
d.

g.
h .

a.
b.
C.
d.

Defining Tax Base in Practice :
The Assessor
Some Exotic Components of Base
Some Related Proposals

Adequacy of the Land Tax Base

e.
f.

Effect of Taxing Land
of Untaxing Buildings.
on Costs of Urban Circulation

axtaritLand Taxes are not "Onerous "

Transition

on Costs that are Functions of Space
on Costs that are Functions of People

Spillover and Agglomerative Effects - " THE URBAN POTENTIAL "

Aggregative Effects

at Delusions of Cartel Directors ascumption :

Page
1

aspects relevant i

g.
h. Arguments for inadequacy (and Refutations) considered

Changes in Tax Burdens and Land Values : Equity & Implications
a. Among Types of Land Use
b. Among Vicinities
c. Among Taxpayers (by eategurica'; means)
d. Among Jurisdictions

Public Works
Divided Interests

a.
b.
C. Incremental Approaches to Tax Change

Coordination and Perspective ( Conclusion)
finis

1

JBííect of Reduced-Spiant Redured floating value ;
Land Value Rise will exceed capitalization of Remitted Bldg . Taxes

Land Tax Dace Unlimited rates may rise to only height:
Increased Employment = Lower Welfare Cost s
Will Ease Institutional Land onto Tax Base

14

...

: an open economyau

18

24

26

29

31



1.

2.

3.

a.
b.

a.

b.

Land & Fiscal Problems related to property taxation

The Present General Property Tax : Incentive Effects
Basic theoretical effects , a priori
The tax as modified in practice

(i to iv ) Land , Buildings , Exemptions , Utilities
Interjurisdictional relations(v)

(vi)

(Brief)
"LAND VALUE AS A TAX BASE IN MILWAUKEE"

Research Outline , September 18 , 1967

C.

Effects of Property Tax on Land Use
The Effect on Renewal Frequency

Economic Criteria for Timing(i)
(ii) to (viii)

(1)
(ii)

General:
A. Effort to minimize vocal protests
B. Discrimination vs. industry etc.

(iii)

Other Effects , summarized
Introductory and General
Effects on Intensity of Land Use : the Atomistic Parcel

A. Neutrality of Land Tax Board

B. On Height
I.

III . to VIII
C. On Quality
D. On Lot Coverage
E. On Types of Land Use
F. Effect on Human Density

I.
II.

1.
II . & III .

G. On Evenness of Use
H. On Ratio of Building/ Land Values

Extended Effects of Taxing Buildings
A. Spillovers
B. Complementarity
C. On Public Costs

III .

Marshall's Analysis
Residential
Other

IV .

V.
D. Aggregate

FORS

Conclusion

Residents
Employees and Customers Attenti

Private Substitutes for Public Facilities

Page
1

~

WN

3

5

6

7

∞ao..

10



4.

5.

a.
b.

6.

C.

d .

a..
b.

Ú

C.
d.
e.
f.

TQ

h .

(Brief)

Proposed Tax on Site Value
Theoretical Rationale

(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)

a.
b.
c .
d.

e.
f.

(i) , (ii) ,
(iv) , (v) (no (iii))

g.
h .

Defining Tax Base in Practise
Use of Proximity in Assessment
Sources of Land Value Data : Interpretation
Signals for Changing Valuation
Special Problems
Tax Dodges to Overcome
Latent Value
Land Value Map
Probable Contours after Building Exemption

The Assessor

Some Exotic Components of Base
Some Related Proposals

Anticipated Effects of Proposed Change
General
Effect of Taxing Land

(i) to (xxi)

of untaxing bldgs.
on costs of urban circulation

Spillover and agglomerative effects

on costs that are functions of space
that are functions of people

Aggregative Effects

2

Adequacy of the Land Tax Base .

"THE URBAN POTENTIAL "

(These 21 subheadings list the as yet unfulfilled promises
of the city . They are the climax of the study . )

Current delusions of cartel directors
Land taxes are not "onerous " .

Effect of reduced sprawl

IV .
V.

Land Value Rise will exceed the capitalization of remitted
building taxes

I.
II.
III.

Land Tax Base unlimited

III.

IV .

Excess Burden
Spillovers
Realization of Urban Potential
Land Taxed at Full Potential
Reduced Public Costs

Increased employment = lower welfare costs
Will ease institutional land onto tax base
Arguments for inadequacy ( & Refutations )

I. Marginal capacity yields no rent
Marginal capacity lowers rents
Commons are congested
Must Screen Out Fiscal Dependents etc.

jarr

(continued )

Page

14

15

16

17

18

19 5

20 to
23

24

25

26

G



A

4

S

7.

8.

a.
b.
C.
d.

a .
b.
C.

(Brief)

Changes in Tax Burdens and Land Values : Equity Implications
Among Types of Land Use
Among Vicinities

Transition in

( No "9") .
10 .

Among taxpayers - by categories
Among Jurisdictions

A

Public Works
Divided Interests

3

Incremental approaches to Tax Change
I. Move from Best to Marginal Land
II . Voluntary Basis
III. Partial
IV . Zoning
V. Leasing

Coordination and Perspective ( Conclusion)

10

wastowors

*

finis
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Page

26

27
28

29
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31
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Dear Will:

WAT

September 11, 1967

1 keep looking at the literature on economic development for
reference to that great pioneer in the field , Adam Smith . Take the
following sentences:

"The greatest improvement in the productive powers of labour ,
and the greatest part of the skill , dexterity, and judgment with which
it is any where directed, or applied , seem to have been the effects of
the division of labour . " "This division of labour , from which
so many advantages are derived, is not originally the effect of any hu
man wisdom, which foresees and intends that general opulence to which
it gives occasion . It is the necessary , though very slow and gradual,
consequence of a certain propensity in human nature which has in view
no such extensive utility ; the propensity to truck, barter , and exchange
one thing for another . " "As it is the power of exchanging that
gives occasion to the division of labour , so the extent of this division
must always be limited by the extent of that power , or , in other words ,
by the extent of the markst. "

If Smith was right , it would be interesting to know how many bil
lions of dollars have been wasted , just since`1945 , through failure to
follow these simple guide lines which Smith laid down in the first three
chapters of his treatise ons "An Inquiry Into the Nature and Causes of
the Wealth of Nations . " E

Mr. Will Lisener
3435 Giles Place
Bronx, New York 10463

Sincerely,

Weld S. Carter

&

PS



Committee on Taxation , Resources and Economic Development
University of Wisconsin - Milwaukee Milwaukee , Wisconsin 53211574 A Bolton Hall

CHAIRMAN :

ARTHUR P. BECKER , Ph.D.
Professor of Economics

University of Wisconsin
Milwaukee

PAUL E.ALYEA , Ph . D.
Emeritus Professor of Finance

University of Alabama

KARL FALK , Ph . D.
Professor of Economics

Fresno State College

M. MASON GAFFNEY , Ph . D.
Professor of Economics

University of Wisconsin
Milwaukee

RICHARD W. LINDHOLM , Ph . D.
Dean

School of Business Administration
University of Oregon

CARL MCGUIRE , Ph.D.
Chairman

Department of Economics
University of Colorado

WILLIAM S. VICKREY , Ph . D.
Chairman

Department of Economics
Faculty of Political Science

Columbia University

Dear Mase :

Telephone : 228-4402

Antioch 9/30/67

Many thanks for the copy of the excellent "Outline " you have
drafted on the Milwaukee study .

As I first read it , I realized that I was not grasping its content .

I found myself going back to see what ( ii ) or b . referred to , what
the difference was between a . and A. , between 3. , ( iii ) and III .

So I briefed the paper and suddenly it took on structure . So then
I briefed the " brief" and the structure stood revealed in its full
perfection , beauty and excitement . So I sent you copies of the " brief"

and the " brief of brief" and also forwarded them to Vie .

I was delighted to find the quote from Adam Smith on p . 20.

(I finally got around to sending Will Lissneä my letter on this - copy
attached . ) And your idea of " Individual Option " on p . 30 is not only
sneaky but fascinating . (You might want to strike out the last three
lines on p . 9 , which are repeated - more fully on p . 10. Also
there is no (iii ) on p . 18 and no 9. on p . 31. And I hunted in vain
for ICMS .

-

I am slightly mystified by the sparse attention to the research
doen in Milwaukke . Instead , the Outline appears to be the structure
for a magnificent theoretical exposition of the case for a shift from
the real estate tax to a land value tax in the urban context . I am

sure you intend to use the research findings fully , but the Outline
does not show this at least to me . Please do not take this to mean
that the theoretical should be subordinated - but only that , in a way
you have not herein shown me , it will be related to , or derived from,
or buttressed by , the case study .

When you start work on the actual production , I hope I'll be
invited to offer suggestions , for a very few minor points occur to me .

Now however I want you to know how thrilled I am by the prospect
the "Outline " offers . If you follow it , this will be another outstanding
contribution , a fitting complement to Extractive Resources and Taxation .

Think where you'll be professionally when these two are in print !

Vie tells me that you are having trouble getting a renewal of
terms from your Deans and that if they don't come through you may
have to scale the final production down to fit the $9,000 . That seems
to me positively terrible !

This study is like the planting of a crop and the nurturing of itto harvest . When I think of the returns that will accrue to you at



- 2 - 9/30/67

harvest , I don't see how you can bear to go light on the cultivating , now.

A year ago you were faced with the dismal prospect of having to
conclude this work on your own , and it was important enough to you
that , even under those circumstances , you wanted to finish it . Now
you have access to $ 9,000 . to help you through it . PULEASE , under
these circumstances , don't now approach it with the thought of scal
ng it down - for you would be the principal loser .

We hope you had a great trip west and are finding the new associa
tions completely to your taste .

and hurry back ! Already I miss you.

Viele



300 pp...goal,
for eu, p.of outline.
1. Intro. Current crisis. Chronic discontent.

0. objectives Research Outline , Sept. 18, 1967
ZVALIDS

1. Land and fiscal problems related to property taxation (much of this
already drafted; emphasis on costs of sprawl. Material being Xerox'd and

sent separately.

10 m.

Correction Copy

LAND VALUE AS A TAX BASE IN MILWAUKEE

20 The present general property taxs incontive effects on busd use
that bear on it's likely effect on landme.Ai theoretical affairs,

Mason Gaffney

u padent

b. The tax as modified in practice ( aspects relevant to incentive

effects on land use ; and distributive equity) .

(Detail on pp . 2-6 , ICMS ) See IDA write-up.
(1) Land

(ii) Buildings

(iii) Exemptions

(iv) Utilities
(v) Interjurisdictional relations

(vi) Concreto Discrim mation

E

attention.

and less organized groups.

A. Effort to minimize vocal protests
Discrimination vs. industry and commerce and absentes

Camus of Housing Beric

MB?
cedure [ ze key points only] as developed on pp . 2-6 , ICMS. )

characteristics

(Send brief questionnaire to assessors , asking their pro

3. Effects of property tax on land use

The effect on renewal frequency: an aspect singled out for special

(i) Economic criteria for timing of site renewal



La. Val... -2

(11) Neutrality of land component of property tax (except for
effects discussed in 5 , b , below)

(iii) Increase of renewal gap by anticipated building taxes
threatened

(iv) Areas where PV of building taxes > renewal gap ( a large^
empirical study , comparing land value map and map showing total value of land

and buildings , by assessment districts. Half done. )

renewal.
(v) Estimate of number of years by which building taxes retard
(At the least show whether income of old buildings falls off fast
If fast , tax policy has little effect on renewal timing . If slow,or slow.

~ it has a great deal of effect. ) study shows it is slow.
Downing's law of heterogeneous neighborhoods points up that

most sites preserve some renewability value despite neighborhood deterioration.

But negative spillovers from old buildings do rob neighborhoods of renewal

value , and in neighborhood as a whole retard renewal further , a cumulative

process whereby small independent effects have great leverage.

(vi) Other causes of retarded site renewal. (I have several pages

on this. ) Relative importance of tax policy. Reinforcement of tax policy by

other policies : need for unified approach.

(vii) Replacement of " intersite" capital. Slower renewal of central

sites diverts new capital to outer sites , requiring longer lines at lower

density. These are renewed less often.

(viii) Long-term effect on renewal frequency , as second generation

buildings are built with less quality because taxed.

Waico ,
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b. Other effects , summarized.

(Note on expository strategy. I begin by speaking of the effects

of taxing buildings. Then when I get to LVT , there are no "effects" of

switching to LVI--rather , just a removal of effects of taxing buildings . Thus ,

LVT is not presented initially as incentive taxation , but the removal of

disincentive taxation. Later (in 5 , b ) can note more subtle ways in which

land taxes themselves take the fun out of advance purchase of land reserves. )
(1) Introductory and general

The meaning of "effects." One must specify what is held

constant and what else changes as tax is imposed. Follow James Heilbrun ,

assume some public services , reduced neutral tax , or reduced onerous tax.

Thus no " income effect."

Begin with atomistic parcel; then add spillover; then

agglomeration or complementarity effects ; finally aggregate effects . In this

section only the atomistic parcel is treated.

- Marginal approach. Common fallacy of noting some building

occurs despite tax liability , and concluding therefore if some do it , tax

didn't deter anyone else. Tax cuts out marginal inputs : frequency , quality,

height , coverage , and marginal supersession of farm land to city. Analysis

analogous to Ricardo's of tithes , but building tax is only on the capital input

and so has a substitution effect as well , against the use of capital. That has

the saving grace of allowing non-capital intensification of good land , e.g. by

high turnover; but this adds to street congestion and all public costs , while

driving away capital , the tax base.
Generality of the tax does not preserve proportions of land

Thus the notionand capital , because they react differently to being taxed.

of neutrality by virtue of generality has no basis.

i



Done

1

Ld. Val...

- Basic distortion summarized: Landowner maximizes present

value of land after taxes ; social optimum is maximum present valus before taxes.

Apply marginal analysis , using marginal net product of land

after capital costs . The addition of building taxes to capital costs reduces

marginal net present value of land to uses heavy on capital ; increases rela

tive bidding power of uses light on capital .

So service stations , 80% apron , compete with low apartment

buildings successfully.

All uses with little capital :land ratio are encouraged to
expand. But not all uses expand. On contrary, those with high capital : land

ratio have to contract. [This is apart from credit rationing effect , which

strengthens it. ] Work this out--analytically there is still a bug in it.

Do building taxes lead to great contrasts of intensity of land use?

doesn't the equinarginal principle still hold after taxes? In a perfect market ,

would neighboring lands have comparable intensities? See ii , G , below.

Why

(ii ) Effects on intensity of land use : the atomistic parcel

A. Land tax component is essentially neutral , but save closer

analysis for 5, b. (Credit rationing effect ; anti-speculative effect)

On heightB.

-4.

I. Marshall's basic analysis; height as index to land

value. , and vice versa. Value of land is cost saving from going lower.

Scarcity and obsolescence of published information. Scan Ph.D. dissertations

for unpublished work on this. Pump Irv. Hoch; Bert Goldberg; et al.
II. Residential :

Apartments. High-rise vs. low rise. Downing' s

completed analysis. Allan Retzlaff , Skyline Realty; Max Neutze study.
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Single family , 2 and 3-story as in Whitefish Bay

vs. romhlers and splits farther out. Scan House & Home for studies of

relative costs. NAHB. Local builers , etc.
Farn homes. Why have they lost height ? We must

understand what factors other than land value are involved in determining

height of buildings .

elevators.

require" one level.

industrysies.

Office

Similar to apartment. Also to classroom , although

here there is more of a peak-load elevator problem. Campus building people

source of information. Effect of tax exemption on height of campus buildings.

III.

and HAPC)

IV.

Importance of air conditioning, and automatic

Industry

Refute the glib chestnut that " modern methods"” .
Alichler & Footlike
A 4 -1 .TUAZLoky's Chicago' study. Milwaukee's many multi-story

V. Parking structures
Smith

VI.

-5

Retail
analysis and data.

and upper space by large department stores.

Economics of the escalator. Development of interior

VII, Storage and wholesale

VIII. Miscellaneous (a.g. hospitals , from Sy Gottlieb

Spillover effects covered later)

C. On quality (relate to durability , cf. 3 , a , viii)

D. On lot coverage (here we just discuss the individual lot.
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I.e. ,

Building tax leads to great disparities of coverage,
e. g. gas stations vs. apartment buildings. (But cf. 3 , B , 1 ) Some users

cover more land , but others less. What is net effect?

Building tax lowers bidding power at fringes of urban use.

makes it harder for city to take land from less intensive farm uses.
Thus may tend to overcontain city in the aggregate. Work that out , too.
Countereffect is , it leads to sprawl and excessive spread of urban price~
influence. Amen !

E.

Counter-influence of age factor and lot coverage factor.

Building tax delays renewal of old sites , and they have high lot coverage on

small lots.

-6

F.

not the

primary

problem.

On types of land use

Building tax makes the following uses expand and/or move

to central land : vacant; parking; gas aprons; old buildings ; residences on

large lots; low-rise buildings; truck terminals; railroad yards ; land-using

institutions ; tank farms ; the Port of Milwaukee.

Makes the following contract or move outwards apartments;

office buildings ; vertical storage; department stores with escalators ; intensive

manufacturing; retail ; etc. ( Why does it make them more outword?)
Result: systematic increase of distance among complementary

land uses , adding to costs of intersite sector, reducing urban potential.
Develop that in 5 , d.

Effect on human density
;

I. Residents

Less neighborhood specialization , but within neighbor

hoods less equal intensities . Apartments to outlands and away from view sites.

Low density to center. Again , paramount effect is that uses of higher comple

mentarity get separated.
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New buildings driven from center. High- income residents

driven out with new buildings . Income-density or spending-density therefore

falls by much more than population density.
II. Employees

Big employers are generally fiscal surplus generators

when buildings are taxed , so tax reduces their power to bid for central land.

Thus, tax reduces neighborhood specialization. Scatters

employers. Again effect on intersite sector is profound.

Substitution of durable capital by labor may increase

employment . But substitution for capital by land is likely to be equally strong ,

with less intensive use. And each man will have lower average product , so

productive density falls, on each site , to say nothing of scatter.
III. Customers

Scatter of residences and employers causes scatter of

all customer-oriented activities , as secondary result. There is also feedback ,

but retailing is market-oriented as to location.

There is also independent effect tending to scatter
retailing by weakening bidding power of intensive users of central land. Comple

mentarity is greater here than among residential or manufacturing land-users-

and also depends on the latter two's being concentrated as well.

G. On evenness of use, Does building tax cause unequal intensity
on neighboring and comparable sites?

Ho On ratio of building value : land value.
iii. Extended effects of taxing buildings : spillovers ; complementarity;

public costs; aggregates. (These are to be treated more fully later when we dis

cuss the effects of untaxing buildings. Here , give a foretaste only, There

might be a small amount of repetition, but that has expository value for this
more subtle materials. )
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A.

overs.

-8

Spillovers

These are irmediate effects on neighboring parcela.

Age of building obviously has negative neighborhood spill
Esthetics ,This is the most glaring damage from taxing buildings.

safety of streats , rats , etc.

These effects bear some quantification. They not only

impair neighboring land values. They also rob standing buildings of some of

their value , so a sound building on N. 24th Street that would sell for $18,000

or so if in a good neighborhood , goes for $5,000 (but double check that , it
may be a panic figure).

Effect of height. Premia for land evident around many

tall buildings : Allen-Bradley , American Motors , UW-M , Prospect Towers , Marine

Plaza and other Water St. Banks , Pfister Tower, etc. (But beware , in Milwaukee

as in many cities , highest land values are not found exactly where buildings

are tallest , although that probably has another explanation. )

Effect of quality. Obviously positive.

Effect of lot coverage. (relate to height also) The

most parlous aspect. Some postulate as an article of faith that building to

lot line ispairs neighboring land value. Find some empirical evidence. Certain

it is that any low-coverage uses are undesirable neighbors : parking lots , gas

stations , auto wreckers , junk yards. Cemeteries are clearly bad for retail

across the street , and a tax-exempt parochial school breaks up a retail focus

badly. On Prospect Drive , an old rooming house with side yards is clearly a

less desirable neighbor than a high-rise apartment. Etc.

On the other hand , a neighbor building to my line threatens

to consume some of my land , in effect. But then , I can also build to his , and

I have the advantage because he has committed his capital first . E.g. if he
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has a bunch of windows with wild fraternity boys ogling my garden , I can put

up a blank wall an inch away--or get him to pay me not tol

In any event , if we do decide to require low coverage,

taxing buildings is a very ineffective means . Zoning is more direct. A tax

on lot coverage (regardless of value ) , is also more direct .

1
Effect of type of land use. Here , the damage is a parimum .

Breaks up foci of neighborhood specialization , or " natural zoning ," by pre

venting the highest bidder before taxes , who is the one most complementary

to the neighbor, from bidding highest after taxes .

-9

Drives out fiscal angels , or patrons , attracts fiscal
dependents, leaves them in a crisis.

B. Complementarity

All land uses served by common utilities and transport-

the " intersite" sector--and increase its costs by being further apart.

- Land uses complement each other in very many ways. These

go by names like " linkages , " " agglomeration econemies ," "economics of urban

scale," "critical mass ," etc. Taxing buildings , by breaking up specialized

neighborhoods , and the city as a whole , impairs this complementation. This

strikes at the heart of the city's raison d'atre , for such complementation

is the source of urban land value. The facts of this problem have been

sketched out under 1 , Land and Fiscal Problems. The loss of potential urban

advantage is treated at length and in detail later , under discussion of effects

of untaring hildings , under heading " The Urban Potential . **

on publike costs

I. Private facilities that substitute for publpublic

Taxing private buildings:

ones
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C₂ On public costs.

Lay out postulates. We must consistently define what
public" we mean. I mean the public of the local taxing jurisdiction where

property tax decisions are made. When I allude to larger "publics" I will
specify. Cf. assumption of "open economy" discussed under "Adequacy of Tax
Baze. ⁰0

Private facilities that substitute for public ones

-· Taxing private buildings taxes many facilities
that substitute for public costs. Vertical transportation especially. Etc.

Marginal stories of building produce less
direct rent than early stories. May therefore add to public cost without
adding to tax base . This is widely believed and a basic rationale for taxing
buildings. (Marginal acres added to fringe of city add to public costs by a
much larger factor , i.e. they indeed produce too little direct rent to repay
the added social costs. But in high buildings the analogous costs of extending
utilities are mostly privately borne.

- New buildings provide parking
Recreational facilities

~
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Storage space ( means more street trips required,
when building taxes reduce everyone's storage space. The most used and there
fore productive storage space is that nearest to consumer. )

Esthetics

II. Welfare

(a) Reduced employment. Here , reality departs from
pure " open economy assumption. Every city has a big reservoir of unemployed
and underemployed on welfare, partly at its own expense. Reduced local demand

for labor , instead of just driving people away , or preventing their coming ,

puts them on welfare. Therefore to some extent , locally induced unemployment
is a local cost.
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share of all direct employment . Indirect effects are greater , although much

of them are felt in cities other than where the construction occurs.

Task: estimate relative importance of building

Building taxes reduce employment by:

reducing building. Construction is a smallish

construction as an employment generator.
reducing number of employers in the city. This

factor is paramount and undisputed. City loses employment base as industry

moves out in search of lower taxes and cheaper land. Limited success of

" land bank" program suggests that of the two , relative importance of high

building taxes is great .

for all.

1

(b) Downgrade residences , attract and hold more

welfare cases , fiscal dependents.
Some resistance to urban renewal comes from

maudlin myopia of those who see in every demolition the displacement of a

welfare case. They do not see the aggregate upgrading of the housing stock

Repeat and emphasize here the open economy assump

tion , whereby exporting fiscal dependents looks better than from the national

viewpoint. At this point some readers will insist on a look at national effects.
So note national effect of taxing buildings is to increase number of fiscal
dependents and worsen building supply.

III. Schools

means of average resident.
(a) Reduces number of private schools by reducing

(b) Increases percentage of land used for residences,
because industry and commerce are more intensive land users , and " fiscal
patrons when buildings are taxed.
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(c) Reduces share of dwelling units which are

apartments , thus increases number of school children per dwelling unit.
(d) Old houses offer cheap floor space , attract

large families.

-12

(e) Increases transportation cost getting children to
school. Direct costs of bussing are not large , but indirect and hidden costs

are large : time of children and their chauffeurs ; need for larger number of

smaller schools , lose economies of scale which Conant emphasizes ; traffic
hazard to children , and increase of congestion of streets; etc.of

(f) Lower quality of school children--for the open

economy.

(g) On the other side, the marginal story or marginal

new house may add nothing directly to tax base unless building is taxed. This

is reason commonly held for snob zoning to keep out new building , especially
in suburbs , and same thinking would apply to building taxes ( and is developed

in part by James Heilbrun). But this hardly matches factors a-f; and is
itself offset by the contribution of marginal residence to retail land values.

General Summary, re Welfare and Schools especially.
Taxing capital repels capital more than it repels people , and the people run

up the costs. This case is made from the selfish local viewpoint. From the

larger view it would be modified , but the conclusion is not changed much.

IV. " Commons : parks , streets , air , utility lines , water ,

etc. Open-access or underpriced local resources whose use may be rationed by

keeping out people. (III , Schools , are a special case of this. )

(a) Where feasible , the economical solution is to

put user charges on the commons equal to marginal social cost of their use.

This is a logical extension of the reasoning behind land value taxation.
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Granted that there is a cost to the imposition of such control , and a loss of

informal innocence of rural days , but those preferring such joys may always

move back to the depopulated countryside , if on balance that is their prefer
ence.

-13

(b) It is only desirable to impose high user charges

on commons if they are congested and in the stage of long-run increasing costs .

If they are congested but undersized , it is past time to replace them. Prove

that analytically and express popularly. Generally, the only cs ins in the

stage of long-run increasing costs are land-using : parks and streets. Even

that is questionable if a little ingenuity and imagination is used in developing

parks and streets for high density.

The proposed Tivoli - like Gardens for Milwaukee

was declared unfeasible , not because of high density , but the opposite . Mass

transit requires high density and relieves street congestion. Same for high

rise buildings. Etc.

(c) Land uses encouraged by building taxes often

impose high street costs : gas stations spill onto streets , endanger sidewalks ;

private driveways kill street parking space ; parking lots debouche in rush

hours , as Ed Hoover points out ; old buildings lack parking , use streets; old

heating plants pollute air , etc.

V. Evaluate insinuations of Margolis , Back , et al.
that high density of central city leads to higher public costs.

D. Aggregate effects

The effect of taxing buildings is economically harmful . This warrants

exploring tax alternatives. So we proceed to next topic.



Ld. Val...

4. Proposed tax on site value

Qo

(Babcock ).

Theoretical rationale (Relate to 1 , a)(Relate to 1, a) Hquad forH gred for effects . Krief

Opportunity price("highest and best use" ) ; building is residual

Capitalized income or market price methods.
Steadiness (not constancy) over the years-nature of imputed land

income from long- term improvements.
periority of capital value to annual income as tax base.

- Public value concept. Environmental vs. owner - controlled factors.
What to do with a big owner who performs some public functions , collects for
his spillovers , etc.

generators , or dependents and patrons.

Ability to pay and benefits received; fiscal deficit and surplus

b.

possibility of separating land and buildings.

-14

Reject historical cost and land-residual methods.
Consider arguments of Fisher , Ratcliff , Wendt , et al against

Compare different tax bases with corresponding rental arrangements.
Fiscal leverage vs. fiscal sharing. Taxation can be less depressive than

leasing because of municipalities legal power to assess land.
Dafining tax base in practice

(i) Use of proximity in assessment :

←
AContrast to current practice

Significance of land value map. It shows use of proximity

as measure of site , shows use of opportunity value as underlying concept .

Development of cadastral techniques. Contouring , blocking ,

etc. A big project.

most assessors.

interpolation; access the key

Need for drastic change in habits , concepts , and attitudes of

Not simply taking present assessed value of land. Must bring
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deep understanding of objectives of tax policy to the operating level ; also
bring operating know-how to theory level.

(11) Sources of land value data; their interpretation
Sales; bid and ask prices; rents of old and/or uninsured

buildings ; income from parking lots , golf courses , drive-ins , cemeteries , and
trailer parks ; effect of different lot sizes and lease terms on sale values;
effect of street widening; appraisal by experts: model building ; comparability
method (Babcock) ; expressway acquisitions of vacant land (unfortunately where
they acquire land with old buildings , their breakdowns are useless ; but they
also acquire a lot of completely vacant land. Also , see how they justify
allocating a low share of a price to land next door to a vacant parcel for
which they paid higher. )

Possible supplements generated by shift to land value tax:
self-assessment of vacant land; registry of bid and ask prices ; active turnover
of city-owned land ; faster turnover of private land due to land value tax;
lease bids for city-owned land; put up zoning for bid; assess by zoning
(danger! ) ; let anyone bid for temporary use of vacant land ; let city assemble
land with plottage potential , using eminent dawain , and reap latent plottage.

- need for new experience tables for depth , corner , plottage , etc.
(iii) Signals for changing valuation

!

No longer anything mechanistic , like a building permit or a sale,
or other registered happening.

-15

Gradualism, over time . Value of ripening land rises along compound
interest curve , rather than moving abruptly to higher use. Value of remaining
vacant lots rises rapidly as a subdivision fills in , and so , therefore , mest

value of land under standing buildings.
(Gradualism over space, as well)

Continuous functions must
level. be brought to the operating
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(iv) Special problems in use of proximity
- Non-location differences like subsoil

Public works plans and completions call for reassessment.

further comment on the big owner problem opened in a. )

-Spot zoning

the trap :

Difference in access : abrupt changes , exceptions to gradualism.

Plottage and subdivision (size of parcel owned ) . (Include here

preemptive buying of key sites for new shopping centers , etc. )

Public taking--is this a land value?

- Demolition costs

Monopoly , and bilateral monopoly ( one buyer expanding;

(v) Tax dodges to overcome

for development in an exampt use.

-16

A

Exemptions for unused land allegedly attached to or planned

- Covenants for low use

Large lot zoning; exclusive low-usë zoning; spot zaring and
other ambiguity. [Assessing of high-density zoning is actually dora , but beware

low-density zoning is the tax dodge. ]

Delinquency, with redemption rights exercised if area develops
Elderly exemption

(vi ) How far to carry the ferreting out of latent value?

Ways that latent value is suppressed or concealed
Failure to subdivide or assemble ; weak owiers ; rejection of

incorporation; preclusive incorporation to reject urban development ; neighborhood

failure with inter-dependent externalities (work in from the fringes , tax grand

father privileges of old buildings)

1

i
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Pragmatic criterion. Do as much as you reasonably can in the

circumstances , and what will do the most good.

Latitude in recognizing latent value. Coordination of assess

ment with public works and zoning and planning.

-17-..

value taxation .
- No compromise with low-use zoning , it strikes at heart of land

Or low -une covenants.
Room for compromise--di- t latency for improbability and

futurity. Use discount factors rather than sharp classes. [Political value

of lower assessment of small lots with latent plottage , where they are occupied

by weak resident-owners. ] Thus , small lots with latent plottage are assessed

for value in present bounds plus part of plottage , on rationale that plottage

will be realized sometime , so it is like assessing peripheral land for discounted

development value. Added rationale , assessing plottage speeds realization. The

actual assembly of land and realization of plottage may finally raise value ,

making this a tax on assembly. However , the deterrent effects are overcome by

the compromise solution of assessing the wrongly sized parcels above the

terminis paribus value , so the landowners are always better off to assemble or

divide to the optimal size.

(vii) Presentation of a tentative map of land valuation , as is.
Discuss it. Is contouring appropriate? Alternative block meth.ds, etc.

(viii) Discuss probable land valuation contours after buildings exempted.

C. The Assessor

(1) His great latitude and leverage.

(ii) Need to coordinate with other officials.

Must keep cadaster up to date , change frequently , without regard

to sale or building on the site being changed. A difficult concept for present

assessors to get , departs from current practice. (Cf. 3, b , iii )
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(iv) Need for fundamental change of outlook and ingrained habits.
Assessor's methods are as important as legislation. Present methods are basically
inappropriate in many ways. The formation of opinion and professional attitudes
through professional training and conferences and research--legislative bodies
cannot spell out details nor do original thinking. Climate of opinion counts---

both expert and popular. Assessors can lead , but can also be pushed by other
groups . Desire for live , active , thriving community is essential. This in tum calls
for direct contration wisancies.

(v) High relative importance of assessor and his operating concepts
and methods. Modest self- image of present assessors , engrossment in minor detail ,

fear of protests. Change in job--would be upgraded; require fewer men but more

leadership.
do Some exotic components of proposed tax base

Grandfather privileges
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TV frequencies

Use of space on city streets : taxis , delivery trucks , gas stationsFranchiser; mill distribn. morops.Uncontrolled combustion?

Co

Liquor licenses

Some related but distinct proposals that shed light on present proposal.
Assessment freeze , etc.

Municipal absorption of demolition los#

Increment tax

Public acquisition and leasing

5. Anticipated Effects on land use of untaxing buildings and collecting the

same levy from the land value base.

General

- Comparative statics the method here--transitional problems come later
- As before , explain meaning of " effects."
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land

ings.

Leverage--psychological and measurement bias effect.

Effect of untaxing buildings on atomistic parcels

Reverse of effect of taxing buildings . Reprise.
Effect on costs of urban ciruulation. Gas distribution costs as a

case study, using data developed with Milwaukee Gas Light Co. Water distr.costs.
Effect on public costs that are functions of space: flood control,

trees , street lights , etc. Reprise of much material from 1 , Land and fiscal

problems.
£. Effect on public costs that are functions of people . Reprise of mater

ial on school and welfare costs.

g. Spillover and agglomerative effects of taxing land , and untaxing build

uses,

b. Positive Effect of taxing land

Credit rationing effect

Offset to income tax exemption of implicit income

Offset to income tax favoritism to deferred income from appreciating

-19

Co

do

Bring many threads together here--this is a climax.

"The Urban Potential.⁰0 The benefits of bringing together complementary
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THE URBAN POTENTIAL

and exchange.

-20

(1) Maximize access to the cities ' basic locating factors , for example ,

the waterfront , a focus of interregional transportation routes , a load-breaking

point. The basic locating factors make a place of maximum mutual access for
the region served by the city , a place for marketing , storage and service.

(11) Develop the locating factors. Increase frequency of service by water,

rail , air and highways . (The reason most commonly given by shippers who do

not use the Port of Milwaukee is not the monetary cost but the delays . ) Dredge

the harbor , lengthen the runway for jets , and attract new forms of transporta
tion. The location of airports in fact could be anywhere but they locate near

centers originally established by other means of transportation. The basic

locating factors are a city's window on the world; development opens the window.

(11) Maximize mutual access of local people to each other for sociability

(iv) Share the c.. costs of large -scale and highly varied facilities .

(v) Widen the market to permit specialization. " The division of labor

individual firms specialize; neighborhoodsis limited by the extent of the market."
specialize,

(vi ) Maximize choice. Variety is the handmaiden of specialization.

(vii ) Promote competition. In a small town there is room for only one each

of several kinds of businesses , and if you don't like the price that's tough .

In a large city you develop neighborhood specialization--a financial district,

high-style stores , office districts with doctors and lawyers , even honky- tonk

strips like Bourbon Street , automobile dealers blocks , produce markets , whole

sale district , skid row, hotels near the railroad terminals , etc. The indi

vidual shops in these specialized neighborhoods compete and cooperate simul

taneously. Like the individual petals on a composite flower they make a large
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enough splash of color to attract the bee. Once he's there they compete but

if they weren't competing he wouldn't come at all.

(viii ) Achieve stability and reliability. Twenty-four-hour use of stores

and utilities , high load factors , pooling of demand from different quarters-

the variations tend to offset one another so that the flow of demand and supply

in a central market has much less percentage variability than that in any

outlying market , just as the Mississippi or any river at its mouth is much

more stable than any of the tributary streams. Unemployment of labor is dis

tinctly less in larger cities than in smaller , for the same reason. Sinmal seasonal
cyclical.I secular stability growth is more stable, too , & morepredictable.

(1x) Improve credit ratings, both individual and collective. 'Individual

firms in the city have better credit because the city itself gives stability,
and the city itself has good credit because of its aggregate stability.

**
city uses its credit to provide social overhead capital for business such as

water supply and sewage disposal facilities which outside the city the business

sust provide with its own capital. Thus small business thrives in big cities
better than in smaller cities. Individuals credit also improves when they

are nearer to lenders and Dun & Bradstreet. (Better credit as for this city is not an
overall social gain,but we anume open ec.)

(z) Multiply and diffuse knowledge and information. In the city informa

:

The

S
tion is circulated and pooled and is not lost in the telling and the sun just

keeps on growing, Information travels faster and one keeps more current the
limit,more contacts everyone has. Thereis a problem of overload of media,

he andofatten, spans of individuals. But solible by specialion, of media.
u

The city lowers the cost and reduces our dependence on advertising.

Buyers came closer to sellers and see them as they are--not as an image created

by billboards ( and billboards incidentally take up a 40-foot let or so for each

one and even more if they are to be effective on a high-speed expressway , while

a small card in the window might have the same impact on a stream of pedestrians.)

I



Ld. Val... -22

Contacts increase with square of numbers. Consigny's work on

evaluation of crime data.

(xi) High turnover. In the city you do more business per dollar of capi

tal , which is all to the good .

(xii ) Flexibility. The better the access among different firms the more

they can cooperate , subcontract , join in syndicates , lease and sell buildings ,

borrow equipment , etc.

Also , higher turnover of buildings. Cities " light on their feet ,"

ready to retool for new demands . Milwaukee's loss of new industry , excessive

reliance an old standbys.
(xiii) Encourage small business. The big city is the obvious place for the

small businessman who lacks the capital to build for himself all the things

which the city provides for everybody. The system of free competitive enterprise

depends on the city to make competition work. (Note my error in Urban Expan

sion. ) Without the city the individual corporation takes on the functions of

city government and virtually becomes government in the pattern of the company

Verticaltown , which is not too different from a feudal hacienda in Paraguay.
integration provided by the waitect.

(kiv) Bring government into contact with the citizens . Compactness of

population allows specialization in government just as in trade . The city lets

governments organize functionally rather than regionally.

(xv) Maximize the great benefits of serendipity.
In the city youPermit greater individuality and non-conformity.(xvi )

can find what you want to please minority tastes. The farther from the city
the more one must rely on the boob tube. Or the less pact the city , like
Los Angeles.

(xvii)Promote innovation , concentration of brains , information , materials,
equipment , markets--that is obviously the place to develop new ideas . (See

also 19 , related but distinct. )
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Accelerate initial use of capital in distribution networks.

Complete public works rapidly--minimize stretch-out wastes.

3

(xviii)Let culture flow. From the country juke box to the Metropolitan

Opera. Let's not overstate that. The Emporia Gazette may be better than the

New York Daily whatever it is , but remember I am talking about the urban

promise , not the fulfillment of it.
(xix) Increase the number of combinations of people and resources , each

differentiated. Number of possible combinations (of things taken two at a

time). Increases with square of number of people [ goods , buildings , machines ,

books , etc.] One selects the good combinations , of course. Inductivity ofeach re
sauce As as it in combined with more to complementary complements.

(xx) Bring storage near to supply and demand, thus minimize need for peak

capacity in transportation.
(xxi) Lower distribution costs.

That is the urban "promise." The promise has not been fulfilled in Milwaukee

But the fulbecause the city is not at all what it should be and could be.

fillment of the urban promise depends on easy mutual access of the parts as

well as timely renewal of obsolete buildings--which we do not accomplish.

But , if we did , we should find that the advantages of maximizing access among

people led to a cumulating , snowballing growth of the strength and social value

of the city.
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h. Aggregative effects

There has to be a limit to urban growth. If there were constant

demand for a city's exports , and increasing returns without limit , then one

city would serve the entire world.
There are increasing costs: water supply, waste disposal , air

its
pollution, etc. Internal circulation generally -just like height linist to bldg. bes need all

as center becomes all xptn. But note how the limit combe
ground spacefor elevators, so spoue limit to city

There is limited demand, so after some point a city wants , from ifalled by

parochial interest , to limit production to valorize its property. Then, taxing

buildings has a rationale.

policies

The thesis here is , however , that there is no foreseeable limit to

demand for Milwaukee exports. There are no significant increasing costs

based on resource scarcity--least of all water supply. So the limits of growth

are another kind of increasing costs : the costs of administering government.

That is the bottleneck.

This may also be described as the will to grow , a willingness of

sone urban group or agency to accept theadded burdens of larger size.
6. Adequacy of the land tax base.

Assume an open economy, (but with some local imamployment and under

employment of labor ) . Labor and capital migrate freely. The city has little
monopoly power over hinterland--realistic for Milwaukes. The city bankers and

FHA director talk as though they were cartel directors , stopping building to
correct oversupply , but this is self-delusion based on looking at a small part
of the local market at a time. (Katz and apartments ; Uihlein and bank build

ings , etc. )

D.

b. Assume, as before , that increased land taxes are not " onerous" (in

Marshall's sense ) , but either finance added services or lower other taves.
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Then they should not lower land values , unless a , a government is inefficient ,

or b, added services are mostly welfare payments to fiscal dependents.

Remission of building tax capitalized into land values , " conservation

of economic energy, " (see my Testimony before Douglas Commission ) , so land

However , the rate may have
taxes can be raised without lowering land values.

to be higher. Present mathematics--worked out in my letter to Percy Williams .

Reduced urban sprawl and floating value is likely.

Reduced holdout asking prices are likely

In that sense land values should fall .

IV.

But asking prices are not

presently part of the tax base anyway.
d. Remission of building tax more than capitalized into land value because:

Excess burden . Higher use of land yields more economic rent.

Yields it sooner , as well--see my talk to Oregon Tax Policy Institute.

II. Spillovers

III. Realization of urban potential

All land taxed as though at full potential--now only a little is

Vo Reduced public costs , because new and higher buildings substitute

for public outlays.

Cite Sydney's high land values , and other Australian experience.

Chide unimaginative use of
Refute Heilbrun's gloom on this.

assessed values of land subject to building taxes , and of Nat . Bureau data.

Land tax base can be increased without limit if necessary. (This is

a prime factor scaring local landowners away from it.

their myopic advantage. )

Otherwise it is to

f. Increased employment reduces welfare costs , with no increase of school

costs (because the people are already here).

~ Theimportant difference between two routes to raising liv.: 4g demand (d ) and

reducingsupply(c). (Like levelling up vs. levellingdown in uict. trade.) Lut levels up, by

A demand for land. It is the Ad demand that leach to higher Lov. same time,
there is Asupply, maybe not movement is even to lower price



Ld. Val...

Ease problem of adding institutional land to tax base , where not

really used. You can't put a market value on a church , but you can put an

opportunity value on its land.

No Arguments for inadequacy

I. Marginal capacity (e.g. a story) yields no rent , but adds to

public costs , congests

Refuting taxing buildings is not taxing people or autos , the

Welfare cases live in old
congesting agents. It encourages autos , greatly.

houses, Police and fire costs are higher there, too.

There is truth in this argument re new outlying subdivisions.

These receive great subsidy from central city, which building tax tends to

offset , because they have dear buildings on cheap land.

But economical solution here is to stop subsidizing these areas

in utility, street , and other policies.

Develop this.

-26

II. Marginal capacity competes , lowers rents for all.

We have assumed away arguments on which this rests , that city

has a monopoly position to exploit.

IH. C. are congested, in stage of increasing costs

This is a short-run argument , refuted earlier.

IV. It is necessary to screen out fiscal dependents and other less

desirable citizens by a high nômission fee : require high building standards ,

enforce land consumption by zoning , then tax the buildings besides.
ofi, hand pays higher to of its i'ne. in taken, on cape,value beni, br. i`s appreciats. Old blogs.payverylow

% Changed distribution of tax burden and pattern of land values ; implications

for equity.
Among types of land use.

The usual generalizations are misleading , because based on short run ,

<Public costs & gross. (?)
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i.e. the standing improvement rather than the potential improvement after
taxes.

-27

↑

Thus, vacant lots pay more. But exemption of potential buildings

benefits them as much as , and often more than , land under standing buildings.

They can take advantage of the new opportunities sooner. So the value of much

vacant land will rise.

city outwards.

The long-run shift of values will be in favor of land whose best use

is capital -intensive , regardless of present use. The remission of buildings

taxes will increase the land tax base , so there will be no great redistribution
of values. Redistribution will be only minor , in favor of land whose excess

burden from building taxes has been greatest.
The historical concern with "confiscation" has been greatly overdrawn.

So long as the tax levy remains the same , there is no overall confiscation of

land; nor any great shift among types of land.

b. Among vicinities

In short run , tax burden clearly shifts toward center of city, and

toward fringe areas around expanding city and around expanding CED.

In long run, much depends on factors which I do not expect to be able

to forecast accurately. Central renewal will tend to suck in a lot of demand

now scattered over four counties. But removal of taxes from buildings on

marginal land, taken by itself, tends to extend the margin, i.e. to pull the

Probably the r is that cities which cease taring new buildings

will also be moved to cease subsidizing new subdivisions in their capital

budgets and utility policies , so the net effect will be a stronger centripetal

pull. That is also supported by consideration of large amounts of vacant and

derelict land in the inner city.
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higher taxes , but lower demand.

Co Among taxpayers ranked by means , income , liquidity , and other measures

of progressivity

-28

Granting that , then fringe land will lose value--not largely from

Ownership of appreciating land is especially concentrated . Also CBD

land. General shift away from intermediate middle-class belt , to center and

Dates ? Draw on diun.
speculative fringes.

Gottlieb's data on attitude toward land as a superior good.

The International Major Oil Companies as a major group whose taxes

would rise: gas stations and tank farms , and pipeline terminals.

a second. The Uihlein family a third.

Tenants. Short-run gains , as supply of buildings rises.

immigration to this open economy.

Canada

changes.

Railroads

Effect on extent of tenancy. Apartment scare , but condominium helps ,

cf. New Westminster , B. C. , with highest percentage of owner -occupied homes in

Offset by

Refute Haig's specious reasoning on this.

Effect on credit rationing and thence distribution.

Equity: winners automatically compensate losers from public works

:

d. Among jurisdictions ·

Relate to (a). City of Milwaukee and innfer suburbs would gain

population and capital and land value from outer suburbs , if all shifted over.

Problem is, given local option , some outer suburbs would shift over and inner

wouldn't , the overall result being uneconomical. Argues for moving the decision

to State or County level--nandatory to exempt buildings (precedent : California

Water Code of 1917) .

~
is ridingBut central city, bes.of present dense popes..

the tiger, and has loss option not to review than new low- density suburbs,
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Premature outer suburbs would be drained of both tax base and need

If pop. of metro. acea remained const . But it wd.probably rise .
Relative contributions to County of different municipalities would

change. This affects political feasibility. Analyze these relations. Central

city may be more exposed to onerous taxes under land system.

See ICMS pp. 20-22 for incipient analysis.
Many suburbanites own land in city; and absentee owned real estate

is more land-intensive. Annexing suburbs t touch biggest absenteez,taxable
jet-setters now in Miami , La Jolla, etc. But the land they own is in Milwaukee.

for one.
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8. Transition

Important. Most of our lives are spent j . ying hopefully, rather than

arriving. And the journey comes before the arrival.
do Public works,

Inherited: a pattern of public works keyed to land use intensities

and types based on present tax constraints. Also , a pattern of criteria for

building and sizing extensions. The poured concrete is immovable , the thinking

of city engineers is almost as concrete , but more hopeful of change. It needs

to be coordinated with new tax policy.
Inherited excess capacity of civil engineering , land development

investments. No need to hold up outer land prices to stimulate more , during

transition.

But we do need to expect to raise capacity of inner lines. At first
this may disguise some of the cost savings.

More thinking needed. See work under 1 , Land and fiscal problems ,

on costs of urban circulation.
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b. Divided interests

Mortgaged land

Leaseholds. Who is liable for tax increase ? In Hawaii , the lessee.

Beware this problem. Sovereign can specify on whom it levies taxes ; contracts

in anticipation should be void.

Incremental approaches to tax change.
I. Begin with best land and work down to marginal. Avoid sudden

burst of growth that would create short-run glut , or medium-run boom ( as in

Prairie Provincees , ' teens) . Investment forecasting is very hard when a city
changes character rapidly.

But which is the ' best ' land?

on intensity quotients. See ICMS pp. 20-22.

ant , just as with Columbia River dams , or oil wells . Work this out.
II.

IV.

-30

Voluntary basis

- Local option of existing municipalities
Urban Renewal Districts

Individual option . This is sneaky. A few would change , and

soon everyone would realize he had to change , or be left behind. Thosewho didn't

change would find their land assessment rising anyways , as it was bid for by

buyers who had the option of changing.

. III. Partial
Freezes

Probably in center , but it depends

Sequence of development is import

Graded tax

Zoning

Auction high density zoning to high bidder.

Give high zoning only to those who go to land value taxation system.

Caution : Open door to tax dodges.
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V. Leasing

-31

Reaps plottage,

Reaps spillover gains from new
City acquires land in renewal areas.

replatting increments (cf. Walras rationale) .

Leases out land free of building taxes.
buildings.

10. Need for coordination and perspective.

Property tax policy is only one of several urban policies to enhance welfare.

Reprise of other relevant policies specified earlier.
Needed future

Essential matter is the intent of the power establishment.

how create a power structure whose concept of
research in political science:

self-interest coincides with the general economic welfare? Our section on

interjurisdictional relations is a basis for such study.

Meantime, every city complex can help itself realize the urban potential

by reforming its local property tax.



:*Items to complete for Milw,study[["ICMS )]
en

I Est.ofvolumeofrevervral blocked by bldg. tax; andofundemnedcapacityofarticle.)"a. L.v. map
B. R.E. value map
c. Areas where LV > RE.V.

~D. Depreciation profiles, to est. how much bldg, life

· PV Taxes . 1.e. where PVT > renewalgap.
bldg. lifewd. be sturtenal

1. From evidence of the map, coupled with dating ofblogs..
of various values

2. 7 rom7rom independent depreciation studies.
Theoreticala.

b. Observed

3. Reinforcement of above by neighborhood effects

4. II).7. Evidebilityfrom whichfish Bray; Urk RenureProgramein Mickers..
E. I'memediate transitional impent us. long wa equilibrium rate of

F. }__renewal. -How importantrenewal..How important is bldg,tux? 9⁰ofgrow & netgoingfor teenes: popularity & succes

II. Adequary
of tax Miter!

of Tux bare (but w . unemployecessit)

Asere
so

fr. Assumptionof open economy.Apopu.& capt, no mapy,power
for men, of bldg. tux into liv. tas base
6t.AllySoundPuxed on thefully improved. Now, only a little is.•Totryour capt. yielding

Benefits to

no rent; using

1. Higher stories

2. New housing for middle class

get itsooner.

on rever-.

3 assumed aw
Keyon : doestheimpul. capt.

Love myhead rents enough that famon theme cover theAl costs ?

D. Offretting A tax base I lower costs

commons

1. Elim. blogs. miguel. by virtue of age. Sain big

2. Elim. motive I need for city to subsidize new aceas.
3. More vertical xpta, putly. financed
4. Soake up unemployed already in city -- modifier part of

assumption. Converts welfare liability into producing asset, noopen ec.
A of school casts, etc., pure gain.

excen bunden and



distance from"center.)

" CMS "

A taxbave per cap, by

a text &
arcalogy.Does

enforced
land-

consumption

5. R̂educe distances Lelim. bldgs thatare subungul. by virtue ofgreat.
a.
6.

Public saigs reduce tax needs
Pvt. saigs. a low. tux base

6.. Ex ternal economies

a , 1.

The Urban Promise - aggregation ecs.; spillover

land-comumption by means of zoring
than A costs ?more

E. Ease problem of adding instl. land to taxbase,
7. Needed 4 of tax rate to maintain revenue.
G. Possibilityof increasing rate without limit. Fixed supply

•Discriminating H. Sleadiness and flexibility of base. In imputation proces, landgen (over)
III. Features of present g.p. tes (esply relevant to lut.)

A. Assessment of bere land

caplze realized rather than realizable inco
assessed on

1. Underassessment of riving land. Tendency to capitalize
Acali come
Tendency to stick with historical cost. Nochangeofamunt.until there is a " happening.I stimewith realizable incomce and assume capt, geims not inc.

2. Underasmnt. of riten but in renewed Tendency to
Land not

ecs .

opp. cost basis,
as on E.SideSilaEvidence from demolition

the of underbygning coupled w.
3. Consequence of underassent. Cerspotzoming to min. carrying ceasts, as on

Benefits partiing lots. En

old owner to demolish w/o replacing. Or to build a cheap
improvement then assunt. is just under assessed landplas
cost of improvement

4. See D

Based on

2

Az. Asunt.of land under old. Bldg No b.v. may used. Adjacent identical lots

differ is ausd.Kalue, bes.any.unes hodge,podge methods, based on realized inc, etc ..Violates Hund,
Assint of "bldgs.Isomers, Purdy, Zongule, fut thereon a map.

not income possibilities.
drainatyzo difference.

cast of "blog,
the base provided there is

į. Based

This aroids bringing land inte
no sale.

This historical cost bain is doubly pemicions : here I in
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Capt. absorbs shocks.. So it is appropriate for
pay steadily is greater

evident where landis leased : lesser gets steady payment..

in come.steady yearly

landto bear a steady tus, and its ability to
Thatis esply.

H. Irelevance of present and values of land, even under
ament tax regimen. Failure to me maps, and adjaceny.

I nelevame of Goldsmith , 5 : 1 ration.
But note, use of maps denier plottage. Every lot is on frontfoot

2

busis, altho some are not opt. size.
sizes that happened to sell -probly

size, altho occasionally above it, nigul. expansion, to aver
<pension purchases, above odd size wholepurelianes.

Value based on sales in biassed toward

on balance below value of opt...
below



assessor "capitalizal " carte flow from old bldg. w/o tubeingcoquisance13cach
ifa

ofshortlife, he wd. be taxing land

C. Assunt of older bldgs.
1. How fact does aumitfall

To

immediately, thus minimizing bunden
medias ut

?
bling,ager

encourage renewal, it would be best if amoun. fell
on new blogs. Then rose.

we get wout of both worlds. Assunt, stays hi

Then fullslong enough to penalize the owner of new

very low. E.g. now in inner core.
blog.

Asment low as go of inc.be. start life expectancy. (Land works the other way.)
2. Remodeling. Exemption of some ritenis work , not of permis minkbldg. work

Painting ?

traffic

QA

Moveto Q 4

D.'̂ Assunt. of wheel improvements, subdivision A
It probly rises, tax taxlarge, I this plattageistakt. So laudoming, artrids, tax
oo shorit, unles city

aceholder
potentialingof escalatons, etc.-ace.

E.
can

area .

The scobolivider. Swall lots sellfor
by norsubdividing a serious bienwert

Can tux acre holder on potentiality. Dept store sitos downtown are asso. on

pay on pat.ofthreen

F. Special Assessments ; frontage maintenance

They simulate land value tax, except
frontage& not value.

Assint of rail & utility property
Tax cost is little felt ber automatically passed on .
No cost of holding idle land, save the desire to buildup

And they may prefer sprawl, higherrate base.in service

Street, curks & gutter, sidewcell costs.
fair To, maybe 10 % of total .
perkuray

wine

are baced

than

In Wh. Bay,

Labor obligations: shoveling snow, lawn care of
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G. Country music. equalization & relations
Large. lot zoning as tex clodge

give up some
out in arguments vs. generalizing City of Mil. aut. freeze.

of its for a freeze pd., to enhance fucture
tax base; then Cty. shover in benefits. This even stronger in

its revenue

Munic. like W. Milw. where School taxes go outside the munic.
where the S.D. is congruent w. Munic. on Wh.Bay,

not act as Though they hada
And even....
the two instus.

Reduced music, incentive to max. local position - Grought

commu

or

may
um muity of interest.

Spread of Whe.Bayof Wh.Bay Comm. Renewal Plan also
in hibited by above. (But encouraged by shared inc. taxes.)

Any tendency by assersions of music to recognize
untapped potentialities of land and assess them is inhibited

~ by interjurisdictional sharing. If this were to be done it
would have to be forced by county level

This
may~ action ?

bea paramount problem in getting constructing

have to recommend changes of political streecline to
create incentive patter which would then automatically leadto

may

lv,t.

City wd.City

group
attitudes.) Is discrimm. vs.

He. Discrim . vs. absentee owners..
Discrim. vs. indering. (a pattern of psycho, depending,

masochism,.. good way to describe parasitica

4

bldgs...
Discrim by city vs. suburban ownen ? Little evidence,

There absenteer have developed effectius defencer,but contrary
(un like absentee owner of Miun. iron mines, etc.)



effective defime. Absentes tend to be
to court.go

Abrantees often yield fiscal suplus. They own inell. comus.

Courts are

ricker, can

city, require service in suburks.
I. Relations with state

•!]Shared state income tax encourages munic. to attract new

housing.
Assume inclactic

Is opposed by social crition of the dependency school..
They do not see effect of reaction to taxes.
supply of capital. Seeonly little parts of wholepicture at any time,
seorn and asaggreg 'trickle -down

2] Shared sales tax, Based on inventories.

taxed income.
reduces impact of tex.

I. Relation w. Federal
are sometimes

Deductibility of propty. taxes. They

capt, costs & she be capitalized; appring land
They sometimes pay for services that yield implicit

To deduct costs but not the corresponding income

costs are capd.
gain and costs are

...C.But you cannot deduct

5

propty, in

If you inspire develop land yourself, 4 is ordy.ian,A

But if munic, devs. land for you, A is cap.
taxes orOLA special aunits...expened, either

sp.

Majer biasses:

assunts.? )

1. Vs. cache income, for implicit inc.
2. For unrealized As.

un

1



3. For defenced inc., current costs. 16Inc. tax also moderates some of

the damage done by bldg, tox, by letting early losses be expensed. Indeed, in abuce
of oldy, tax, effect of inc. tax wd. He to direct too mud capt, into blogs,

Propty. tex helps compensate for those biales -sd,be
encouraged to not blocked.

Les for cap.zains treatment,or better, complète avoidance
Laddard

For Use by PK's of accessor's allocation, levdvs. blogs: Lets people depreciate
Bequis== land. Creater local moting.IBo

corp.
Latitudeofadesine to understate Iand

K. Differences onmong jurisdictions, Punitive -dependany psychology in City
f-.of Milu, go after bigfatcats. Suburbs more encouraging to youth & quality, but discourageII, din seribe proposed site value base

A. Market value the "dea. (also "public value ")
qudu lying

1. Opp. price of land. w/o bldg.
a familia ec. concept - yet this is one of fee

placesit can apply, bes. laved has salvage value comparable to value in
place.
an

odding

imposed by

Curiously, easts. meet the
highest I beco use.

dictatorial assessor .

hereconcept

regarded as something arbitrary,

Residual or MP approaches, they
2. Treatment

are

of demolition cost

3. Rejection of hist : Lot
a Historical cost
b. Land residual , bldg.

equivalent. Both yield evidence.

the it were

alternative concepti

at hist. cost less deprean..

t. Use of adjacency in arcemment
More than makes up for having fewer date
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12.
Development of cadastral technique is at heart of this project.Giveit

some weight. See Orange Sheet D7-1
Problem ofareas where new stits.areput. Then only acreage l.v. comber

found byintery. Soin new areas, define l.v. as acreage, as movein, l.v. becomes
streets are replacedbylotvalus,whighstreets are

Presentation of Bird's l.v.u ( noting need forwap.eye
another staps, to show detailed anatomy offine tuning,

neighborhoods)
a

bldg. taxes)

5.

(Note how different it wd. be in absence of

Oracument problem generally. Possibilities of supplementing (over)
Ceteris peribus concept of l.v..

But not ommibuspautas. Specify whet
considered mutandis.

Take it in stages. Each adds
don't ṛax subdim. I alterably.

one

Treatment ofplottage" of zoning oumbiguity; ofneighberhood.
state b.v.)potentialities. (Cheaper xptn. makes all lots toosmall, MP>ap. Useof such sales night over

6...Meet argument of E.M. .Fishu, R. Ratcliffe, maybe others who

say one cannot separate land I blogs. Mgul, anal, vs. omelette

school, Margin in space & time..
7.

owner controlled fectors.

er

Then he is the public' who created the value.
on subdivn. costs.Quantitative info:

How that l.v. in area of new subdims ?

8. Superiority of capital value bace to:

may

Treatment of street improvements, &c. put. des. outlays.
faussolved by '̀public value' concept. Besi'c idea is environmental vy

Except where taxpaying laudommer gets alread of deprem.

9...Importance of zoring
9pt.

be

degree ofuncertainty

one yi's mc, involves smoothingCapitalized current income. theplans extend over

b . Realized income fiscalprofit-shearing)
c. Gross inc. less expired capt. costs..

yes, so

Problem of old blogs, w. grandfather privileges.
Problem of homogeneous stums w/o reusevalue.



(Might even let anyone
trailer there, if owner not willing.)

Let index of rents in Utze, Have

me vacant land, e.g.putce

rents in Metze. Have they risen much ?
& time.l.v. inCorrelate w. space

Ben Amith's wethods. Parking lot news.; dilapidated.Fural bley.
- Mustn't fall for several ruses now in common use.

min. carry's costs. On e. side, they get low aunts bes. of low zura.zora...
So inshift toto higher zone at will where

Zowing dow's just
Zoring. Zoning

in
sales data with

comm

ready integrating teen and
takezoning es is. Require rational andpublic minded

now so corrupt, wel. is better to use tax poling to offset

self. assessments of vacant land includesonly.
land under vacant old blags, etc. Includes residences w .
oversize lots. Parting

If Thus create a witzt. wherever it lacks.
City could bid on all lots. Any bid refused

assunt. above bid. This is alter. to self-assunt.

meet a required 7.4.R.
A a play

Surplus side yords are biddable. Who would want them ?

a neighbor who wants to widen his house. Or build
yord for min kich.oragarage,onperting"firm that needs were parting
Thus bilieteral to be sommpy. ceases

and raise assessments.
imperfect . Bids are

registend

E.g.uiderzoningto
but

areas.

individualize lots.

Demolition is always evidence of l.v.
Widening streets, clip off bare land. Smaller lots worth less.

all t'his market action would create a mkzt. in all areas.

raise

Individual prefs, would determine lot size. Individuals would

Under self-assunt,-assunt,, owners wd. ovestate, as risk
all wd. do this, t.r. cd. be less.

Memium. But



1813. Supplements to saler dats, Bid & ash prices. Contemplation of
model bldgs. Compare prices of large and small lots, givergood idea of (over)

Lur speeds demolition, adds to data. Speeds turnover by making wiht, more commercial.
14. Problem of area where l.v. rise but existing bldgs, obrolence,so taxes rise whils

overallwbt.valum fall. Not likely, and ifso no inequity 15. Need to assess bare (over)
10. Distinction of proposed base fromother measures & proposals

Assunt. freeze . leaver land low Caltho Manny said
Discrims. vs. middle .maybe land could rise). Land fails to change with environment.

1. Munic. demolition. Leaver buyer inhibited.
Leaver appreis land untuxed. No leverage,etc.

J.

11. Define land. Ure intro to fround rent article. & Welfene Ecs,
Public and environmental factors vs. owner controlled factors

avymust less detail than now, butor other special occasion. Iwolves assessor in

12. Needed change in assero's tecluniques . More drastic. Ihan just using present
assessed. b.v. Must develop cadarta ; keep aument. Betused to changing values w/o bling,permitI. Legal feasibility

classified propty tax legal in Wis. their living from one esentially meaningless

Requier legisl action.

i more broad-gaused ; elevates & upgrades the job. Fewer, better people. Breeds
instmative resistance from people who make

I operation, counting windows on

Precedent

II...Changes

Grimstad Ott Bill2ark Hawold,ne legal aspects.
Confucion from recent Sup. Ct. decision refreeze

Changes in land use

newness,

individud atomistic

a..Adopt
Find the changes fromom

capital react

resulting from neutral tucation

Heilkun approadr

ec.me caused by Hdg. tus.
B. Begin with individual pencel, atomistic. (Then study spillover

next section, III)
c. Mogul approach, Tax cuts out

lot
coverage; taking offarm land.

The neutral tax is the standard.

regul. inputs height quality,:.

Ricardo's tithe analysis applies partly. Reduces vigul,was.
But is also a substn effect, bes, only capt, impect is rused.
Jennality of tax does not preserve factor propus, bes. landI
differently to being taxed. Land remains tax is capd.



mgul value of land. After all, every "improved " lot has lots of

bare land at the fringes. How much is paid to in large lots, in
free nikt ? Do owner build to permitted coverage ? Make project of
listing ingenious ways to est. l.v. Let this be 17 project, supplement date

perfect map the Five &ating Buregu, Allen's Dimoltices Bldg.>50mm. old,Rens ofall &seger medbidy.Iwes selon uneque.
define

and

as pare

land today, bes, so much land is used base for partoing,golf.
to arresm has to do bave land anyway, to do presentjob

Lueright his bunden.lighten

16. Integrate self-assessment idea with plottage.
..If there is polented plottage, add premium to and value.

his ThisIf anyone squarks, offer to buy at collectsprice. city
Then condemn last lots, reassemble, reap plottage.love.

17.
become signif.

Inclusion of exotio reu TV

Licurn to me the streets Liquor

fregs., whore value has
licenses

Frandfather clauser. This could be terribly important to speed

flexibility adaptability. Justifion putting be the on old slum
over the neuse value of land is not highe.

18. Ure long term leave to maximummove to that system
nowpossible

_long pol. ascity acquirer land outright

mun

nome

C

LOVE

Reut from trailer parks, good

(Vacant old blings. are extentially excepty land)
Bist adjust for nature of rent contrall, austome bound . Now, rent rise but so do vacanie

source:



And tax is not general anyway, bes, non- capl. impues
This compensates for reverse bias in ine. tax, inreverse bias in ine. tax, in part, in closed ec.

causes subitu, of labor for capt. (This defeats one alleged

purpose of taxig capl., to keep out people. Taxgcapl, keeps out cupl, not
people.

open ec.

D. Quantitative studies . How much effect class bldg. the have ?

1. On height
a. Hi- rise apt. vs.

typical 3 -story,
údyindy hi vise.on

9

are exempt.
Beet in

low rise.
( L

E.g. on East Side, could compare Bradford bldg.
How high to rise", Appraisalful. Ialsby's money.

Study farm homes, why changer heightä?



2. On services that reduce public costs.
a. Parking

b. Vertical xpłu.
c. Recen. faulitin - pools, playgrounds, rec. roones,
( means

d. Esthetics
fewer trips)storage space

On of bldg. value the on any giun lite...give
on quality

total
..3... iti

4.. On lot coverage
a. Bas stations and penting lots would give way to

now reduced by tus
6. Apply right awed. using MNP of land, net of

Capt. costs fall, MNPfall, MNP rises for those userthose user heavy on

apts , whose bidding power in

cape, cost.

cape. They expand
Note that

10

stations with low coverage are
cover the lot with

gas
Extem-{ very nuisancy to immediats neighbors. They

intaked cars..and expand onto neighboring streets. They

bother neighbors with light and noise. By companion.
ality.



a

L

e.

lot covered by a nice quist building is not bad.
c. Credic ratiming offect. Won't affect all the same

I. Effect will vary by neighborhoods

Aggreg. effect, city may expand, so careful about regarding

land supply as fixed.

5: On freg. of renewal
Reveral gap = R.E.V.

L.V. is net of PVT on

rent destroyed by tus, a

L.V.

new bldg. (and also net of

refinement)

"(

So when dass Renewal tap (RG) < PUT ?

(a. In stable neighborhood.Z
_b . Under locational obsolescenu.

1. need a better concept of reneural. gap, using

current income r̀ather than .R.I.V. Bes. REV is incular depends

on renewval date ? Not really a small convenience.

inc.
If inc. of old house fulls off quickly, takes won't

change renewal lifs-uuch. But ins. fullsoff qy slowly.
Values fall to remartably low levels in neiglebertines

that become bead, But the annual costBut the allnual cort mayststill be highe, if
life of bldg.is short and land area is small.

Downing's Law of heterogeneous neigleber hoods. Most land
very

preserves its renewcibility.



t

6. junity

6. On pop. density...
a. Residents

Fewer pstoffloor space, bes. flour space decoper

More psf.land? Find net out comce of crosscuments

1. More height in centes
11...Facter decvolition of old blogs,

They are on mini- lots

Beat they will be replaced by apts , often
iii. Remove tax from migul, land

Put...beugen

Beet

output per land, it gans way up .
b. Workers

!

can develop right, land
waytostop subsiding entry of inque.

land. --specify wethods-- bes. of reduced hoper for the fields.
ciły

ofSo: fewer aty worked extensions; more use

exciting extensions. Not munts, higher desssity per landarea,
(.he intersite sector, this means accelerating

load of central liner, advancing. Their replacement. Thes
obsolete central sewers wd. be replaced sooner; leaky centual

lines with Qabite joints ; overheadgar power lines ?

iv. Rich move to center Messure density in terms of ex.

Centralize employment sources.
(Overload central streets

an central street, bridger, bottlenecks )
(Construction workers at

Also, spend money

12

but this revive mass tanit.

first will be employed centually

I



density. substu.of capt. for lubor,
or more

equally likely to be paramount,

But they will build sources of employment )
Factories & office bldgs.&c. will become higher

point here. The intel. from Les. Talsky
Write 9er Hoch what has he learned.
and other multi- storyplants looks better.and

There will be more capital per worker. That might reduce worker

But substu.of capl. for land is

Output per
expl, Productive density riser

worker is center rices, as

1 1

E. Qualitative studies. Types of land.
out.

they work

deeper inventories....

Subdivision couts. How much ? Whopays ? What is landvalue ?

13.

on vertical factories.
Aur. Mators Plant

that is the

with we

c. Customers

More floor & quality per customen ; were storage space, hemesI

to expand contract. more in man

1. Contract: Vacant; parting lots; gar aprons; old bldgs;
2. Move outwouldsinglefemmily residences, lenge youds; low -rise bldgs; truck

terminals; v.v. yards ; instus....

3. Expand: Apts; office blags; vertical storage; dept. stores ~.excalators;
multi-purpose bldgs like Marina Tower, Habitat 67; ifrg...

4. Move in : apts; retail



[14F. On evenners of use & intensity. In developing areas, wd. bring all
up to new standardquickly. But wd. it solve mystery of the broken skyline?

Direct

VLL., Effect on intercity, corts (e.g. welfars, schools)
A. Breater private provision of

andotherpublic

_Transport
Partzing

Utility liner
Etc.

B. Shorter lines due to reduced sprowl.
(a .) Why reduced sprawl ?

1. As land ripens for
that means intensification

2. Opt. intencing risen

3. Clusting of bldgs. As opt. intensity still further.
4. Intercito sector capacity expands in conter
5.

7

ripers for higher central use, succession

intensification comes sooner. When lines

City loses motive to overdevelop margins..
the same way.

6. Tax bare necessarily much affected by adjacing on propinquity,
expands outwords in compact circles, stimulating supply
Zoning, tending toward compaction, becomes more mandatory,
assunts. follow zoring...

(B). Why

comes facter

built, they fillup.

are shorter liver Meaper, and how much ?
Ecs. of scale from thicker lines__ Gas study. Cobwebgraph.

(r) Land treatment casts that 4 with ann..

C. Reduced welfare costs.
local reservarwon1. A employment. Draw.

before & paper, Celantic luber supply is pertly local)



works vs.

2. Sourcesof emplent
Comitu.....

orbe in new factorin ; Udgs
Mfrg.
Commune, wholesale I retail

elfiscal
3. Upgrade residences, export,dependents"stygges who live in

old, cheap housing.
Critics will call this dumping , Beet remember:

we are

a.
b . Work

a

yands.

taking open ec. view, consistently, & sometimesir
system, e.g. re selwool costs

b. 16 we took closed es. view, net result of Aa

housing supply wd. be
each jurisdur. following own

for all, even the in

15

D. Effect on school corts.

result of Aaggreg.
good for welface dependents. This is a case where

self-int, bring aggreg. recult grad

myopic view is repelling them.

1. More put. schools, as I means of are
2.. More apt. dwellers who chilchen

3. Fewer large families preferring older houses, large

popu.

than
4. More indy. I commence to share tax bure. Lumbian

present system tending to allrait residenen.I
repel indyindy..I& commence.



5. A popu..→→→A school costs...

A poper. → tax base.
which is greater ? Does policy bring in

weight? of.services who do not cany

adequacy of tax bace

}

this wei

strengthen Oakland Ave retuil..
Am. Motors ?

d. Old Udg

?

a strain on commons.landwas + put
Ag costs

E. Desirability of taxing
only applion of commous in confectes, and in l.v.4s curts, b If in s.r.

of commous directly. butl...-Ag costs,If possible, tor the use I
3. Otherwing what was do congectcommons. should be Replaced,
i of

in

overdue,
Sas stations spill over outo streetsa.

b. Pkg. lots débouche in such hour.
Tall Udlgs.? No !

Allen-Bradley.As nearbylv.
Marina Plazer
Cutler Hammer

A.O..swith ?a.o.
UWM? Juneau Village?

Come up

stengther nearby 2.V.

that

hq
Prospect Towers ? Shorewood Apts ? They.

with several e.

On balance, Facy bldgs.in

e.gr.. of

mesI,C

lange fermitin move in.
They lack parking; pollute air

poor way

of common

p. 1, on

16

where tall blogs, clearly

are there to

to ration commons.



F. Obrewed relation of demnity and his tax ruter ?

Kill Indirect effects of
on economic health & hence on tux beese.

a. Clearance & replacement of old bldgs, raires neighbering l.v.
Present low taxyield from slums, and from attacted retailawas,
Environmental extemalitiesfrom old blags.

Children lower quality of schools
Rats, contagious diseases
Cims

Fire

Raise general costs that get spread over everyone : fire in ...
Bes, of& electric bills ; will prices ; etc.

tendency to uniform pricing, lean inviting freeloadson sich. Slums &
low-density land are lean timisory, so lut. persalives bean

rates; auto ins. rates ;; gan

tenitory to compensate.
Riots there, in convenience entire city.
Empty blogs
Esthetic

1

Industry

psychologically depressing

Temas. Old bldgs. less likely to be owner- occupied
Retail business

17

Cftv. shopping

One- trip shopping
Deliveries to stores

Utilities etc. for stores

Share suppliers, services
Share xptu. facilities



(Thereareseveral care studies in thisfor 17.)
B. Urban Promise. Widening the market.

use

gain. stations

afd. to Eugene or

:

Adding flexibility, adaptability to wiktimplementation

Letting neighborhood specialion.. develop. This is part ofputting loudto highest.forher

IX . Mke. land & fiscal problems.
Introductory matter - need to

cite

Do one e.g. of scatter of something better centralized: hospitch

auto repair specialists (Mke. is remarkably locking
or Columbia : JustJust a bunch ofsmall towns.)

in this,

I. Siffers Relative

other controls.
power of

Extemaletin .

fill in blank spots

property
ypor tower over land use in

Zoning, Enforced land commumption

Condemnation of old bldys.
Inc. tax - reverse bias in some ways.tax revives, its pecutionfaults vise in importance2.66Long list on outline of 5-2-66

Efforts to A tax base by attracting
I ubom reneval ; s.o.c. subsidies to new land

But

that

light of

as relative importance of propty.

pay

18

hi taxes, ee.J. landbench



XI . Aggugate impact. Effect of fructifying
shifting?)

and

intergurisdictioned

capacity.

and int

A. Open economy assumption assures that interfector tenus of
trade won't tum against land. (Butin praction there id, be a local wage

pening lasting several years.)
durable "capt, tends to subst. for land; less dumble

for laber. So ceasing to tax bldgs. and development capl. →Asubcts. for.
loud.)

cape

excess

Open ec. leaves possibility
Doesn't

leaves possibility of limited birth land, in elastic demoned

to Milu,, bes. exports are worldwide. Only capture

trade territory is N & NW; but there are
& irregular labor

apply
city

competition . Is loving
Cannot assume

would aany city

me
many

away
however, Is paramount,the obstacle to optimal neben
policies , tax & otherwire.I

as wleadership, just
how leadership may

small

to Chic
Aricago anyway.
thefearfear of inclactic hinter land,

(But if demand is clactic, and there are ecs, of urban scale, why
ever stop growing? There are diseer. in scale of

this study is to see

19

Forward

huges popu.

corpus. Purpose of this
overcome some of there clisees.)

in this study
1*Basic assumption here is that city has no limit but its

leadership. Recommend another study on qu. of demand elasticity.
Each little jurisons, in cly, especially, has classic lecurand Ineedtogrow.

Can't tous off qu.
That easily, tho. Present sprawl

will be drawn in, unless there in

And which govt, is in qu which leadership ?



B].. Intergurisdictional impact,
Dermolish usuals.r. nation. Extant blogs, hardly relevant.

com stimulate its growthCentral city
meaus. (?)

grow, more marginal,
"E.7. Thimsville,

Central

some

But historically,subucks have used it, being more eager to

had
more in need of maximizing thin positions.

city e less elastic demand for in land;
and also supply of inputs, bes. langer. Had less need to

achieve economies of scale
grou

e.y. its own independent water

supply.

by this

need in part.
Outer neeclei were moved to grow, in not, depending

If wealthy, conservationist people misauthropes

took over (do they love birds or hate people ?), kept out
employers.

Balkanization .If needy, they welcomed indy: Hence sprawl. Product of

A- It isToday, center is moving accelerands into miguel. position
Needs to compete, renew, hold xptu. lives, etc

piùse candidate for love now.
a. 1s

good, bes, that is where land shed, be highest

20

developed.
"overous" taxes

b. May be viewed actrance by city, bes, exposes it to
other kind of tax, since anany

best land, l.v. will always be a higher to than on poores

more than

from city.land. Even when all is new. So wd,county get more
But is heavily exposed to onerous tuxes anyway.city

to



(rigul. land is by defu. that whosefull
local

es. sent must be

support gort at minimal level nery, to keep laund

from being subungul. including a shace of costs of central
as a minimum the direct costs incurred,

gart:
taken to

It might be spared
share of other costs, just like the iugul. customersof a utility .)

of Mke. Cty. are.Mgul.
being by ubom sprawl.

Sospaced the
I.e.

appearance of

1.e. they have lots of vacant landper
capita, which As tax bace per cap.; deluder them into thinking they're
rich; but makes them recent growth ?

During growth period their exsential marginality is disguisedbangby
cape, gains. 1.c. Sandomen are taxespay propty
land bes, it is rising. (This

Munic.S..

vacant

may good argument us. capl. value beasis)

But ifit is rising, it must be moving to supermarginal status.

removing excess

1.8.

I believe that in cbd center, even a new bldg. isn't worth much?
So LVT means a

more than site. [On finger where they put hi- rise apts, maybe
it is] shift of taxes to city center, even
permanently after center is received, (and certainly now,now in transition.)

funger, fromBut the god in liv. should be
greater

bunden.
MRP

€

21

willing to
be

cape, input

Non. land inputs

Output

MC FT
MC

Low capacity farm land often has low i.g.: stange.land,wheatlonel,



barley. So
land

vs.

XII.

one mover to

grows ingul.
Rather, within each use class, some land is used at

the center

more
lower density,

user

Ithat land is engul..for the me. &.q. apts.J.E frings land. The

lound -wring use,
land is inigul. for apts. But the same upts. close-in would be

and the same lourd, if used for

e.g. estates ,estates, nurseries, greenhouses, drive- ins,
low i.q.
wd. be low i.q.
parking lots.

any

This on

empirical study to support any generalization that
fringe are

Intermediate belts of

cannot generalize that

on

the finges there is low i.q. band use; andt in
high. i.g. use.there is It would take some

higher i.q.
belts of middle class housing

qu

hi i

are

Central I fringe lands both tend to lower i.g.
probably the accurate generalization.

Anyway, this is the that needs to be explored.
is the

1.q.1

on new

hi irq.
This is

22

Existing imbalance of intersite capl. I onsite capl. Excess capacity
but not that simple. Lines are too long, but not wide enough to
accommodate 4 demand in best areas.

f

And the
liv. map tool.

necy.
qui?Begin with best land, ok. But what is best land,is the

The Center, bes. frings land is only good for put. users bes, of subungul, public ins

Transition

Transitional devices.
A. Limited freezer blags. (Discriminater)
B. Begin :Begirl in center & work out. ( Maybe biases devant to conter )

c. Voluntary: 1, Reverval District, Agnelemized. 2, Individual.



|

D. Zoning. Select. serverval, ossess land higher.Five hi demnity

zoningonly to those who over to new system.
bldg.racesE. City acquis land in venewal areen, then leave itout, long term, free of

Problem of extant leases

specify on whom it levies taxes.
Problem of redistributing values & taxes. Not

based

XIII.

thought, bes. usual approude

jaim is that whore beat

Quas

Lift sights
es.

Taxn. is onlyonly one
others. Needed ranger

club approaches

asbail as usuallynearly
is s.r. on extant blely. Laund that

It use is capl. - in temine.

Effect on terasy distribution
Alw, condominium helps,

of oil cos,as prituee.g. ofmily,requiring much land stations,tarckfarios.

Effect on teromcy. "Apt. scare,but of.New Westm.

Progressivity of base. Refute Heiz : Cite Gottlich, M. Reid.
Effect on credit rationing.

must lesseepay. tux ?.Sovenign

Equity: winners compensate lovers.
Absentes ou nas, tend to have more land, less bldg. Tend to own

speculate. Annexing suburbs doesn't touch them, they live in Miami ; best

XIV. Keep in perspections.

cbd land;
they own

to

23

cam

macro

of several factors slowing revienval, etc. List the
bigger them in tex policy,

issues. Don't get hung up grunden



i

Outline

sunefer
B,5

III. An alternativen wayof taxing

A. Reason for considering the alternative taxbeng
The rationale of spt.

2.

provided (p.7,

1.
( dependson excul

3paramount objections. Some negativen &hourglets -(stren uncertainty ofeffect, need

debatui rures,nat

butalso implieswayexceedthatalways bepron

on sheer,gnorance or

(manybased on
sheer.

consider tere)
2

school,I
-lot lines

16a

-capacity
v...: site -potential

soc

Chi

onon a taxbene.

for forward look, object of this study.)street &

congestion

isparamount-
technically,

3. Method of this monograph : ferescs probable effects, objectively, lecering
tuster to others. Will thenke inposition to evaluate objection...

B...Defr. of the tax bace
1.

mp, Euter, etc.

older worksh
will notposition will

2-28)

So Fux not contingent

The basic comcapt anyimpuronal potentiality, "publicvalue":"
(The possibility of auntiquity) Criteria for resolving

p.4.

countiquities end-oriented defus. (Writer usi Iancuran
latitude; postulate ends, tailen bace to achieus them.)

7, 2.

ņ
2. End- orientation of the basic concept. (Object is to Levire tike

most beneficial rex, not to her to any dognan. Set criterice

accordingly,follow them in appling to carn -remembing thatairs,altu
carm.)

one

3. Separating l.v.from ascord. inputs : mugul, aval. vs. The oweletteschool,

Mgul,prodty. method of imputa. (Old debate, settled leng

Can impure single
thequelette school. out contribu. of

3.The

latesterposition will keep cuppig up..
impect. Cite Mackley, I

- whenen
bear anal. it must discudir anal, itself.)
.(. Weakum of mignl. anal, timeless. I have added

pp. in Timber study.I land frent..)
( Mup of land, over time -The basic ,'dece. Weaknes ofmugul.

ancel. postulate changeable boundaries - whatwd. add to neighbors opu..,etc. W. lund
bilaterali eto sometimes head to thinks in sucullto can still do so in time, but that comm')

uite



%
domit auld much to ane, reuse value, save in Mys

But mqul, methodl reveals some specialproblems, re expension of big neiglebers.
Also reveals imptul clynamic factors, e.g. when opt. acreage ress, everything.

sustaining values for a cubicle when auto etc. move towardThus
bidway up,

permanently lower ane values.
It takes mignl.anal, really topoint up the issues in land assembly

And subdin - let apt. size full, intensification, and glutof land, bes

hastoo much. Thus,a viral differems of apt, sprawdI fringespramel.everyone has too much

+

on w .

; cave.



3,
b. Seperatig l.v. from old bldgs.(Heryday for omelettesebord.But

more like scrapy offskillet, really very simple. L.v.in whatwd. remain after a

fice . Needn't bum dlmm home to wastpig_- just contemplate. Model bldg.a gamefor Profs.
Farwell aus, immaginary hi viss apts,values so bared.)

(Expened at length. Privileges apport, to old blogs., like variances,
Lack ofreuse value in slawn. Demandfor streek etc.lower standards.

Value around expoundg e.g. of UWM... Bilat. mupy Etc. Always upply
end -oriented criteria

Lack ofreusevalue? Dourigs low Methodof efron ofneanneighbors,works nuuch betterfor land. N.q.for blogs. bes ofstrings

Demolitions assourceofdata lawatjust eaperbeugen, best weak seller. Woodruffwhe.
·l.v. = Mexpect bldg.again,usually there aren allbuilt up - lov. =

û a valu .
Relation ofl.v. to devnit.corts. Cv.p.3, 2.28 outline

(Cive, alte cares...Depends

approach, thepoint is cloit the substion,

166

precision ofdefe etc., uld p.17)

on who bears cort, etc.

often dons.)(

Better break here, relegate complexitions to appendix, avoid early embroilment.
4. Ilmefor arestofluck alternating levelsofperceptioparV

com.par. temu,par, cet.pen., & mut must.; l'even fauther.marw .

Ompar Dicturting to have such a rangeof choice ? Insect needfor

it be reached,

End-oriented

is out... Tern,por is
We not peur.

Om par. Term.pan, is mine appewach. Wid.probly go funchen
already do spraw! se subelion. (if any) (Note, term.

procreads w/o moue. cirol., ber.Katter involves boundary champn.)
Miet. ment. inatequinable yet is very umptat.might seem entirely

I loving value, freem ofglut.
Un

Noneof the static Concepts inadequats. Auch champersas they contemplate, they (over)
Here, vitim to & becomes an aut.amant. A vital one .spt.

But in the legeel? Must setupBegin in center, work out.
central revenal dictis. Trude spr for higherzorg._ Will detail later,
after more anal, of probable effection landus .



ste

|à

regard on finished; while the essence

are always in change
ofproblem is change aven't finished. We

after thought,but the
essence . The systemm "..

( ?)is notthe prototype at the end of change, best
the pathfrom here to there.. Mutandis mutandin Mauser being.
made in the realice levelofperception . It isno argument tosay.

mysystemwe won'tbein.This was." Past is irreversible, wur
begin from here, now..

always
"Under

Transition wit an



"Synctuumized son
Intensification Dict.

Reneral Disti": approach han advantage ofbeing incremental.
Set of limited I contuled models, experiment, supply experience for further
applion., - & efsan US. area on oldsystem .'Synchronized

A Renewal Bish. has disadv. of being partint, hence unbalanced.Thus, to
indy. & commence paripassu,encomage only apts...brings a glut.ghut. But to encourage

glut until hinterland is overbalanced by city... But ifmat
nationwide, noproblem.

in no

We snd, he suspiciven ofnunt.must approache bes beauns un u.
sted. take larger view .got.

Best compromine is take small central oua, w. sonce

so can do it. In this case, mut. mat.mixed enoughe

No nikt. glutted,but neighbourhard reserved.
above amounts to zong taxin, Might achiens same

various circumstances

by his degree of condu, boun,
wanta lowinFonig & Fizasunt. Big problems is where neighberhed, appears to

zone. Largely resolved bygranting wish, withdearing floaty value to elsewhere; & by vacityAg
of

by
bidgs.5. Some ban

a .

(.

other interam. in practice.
When

b

specialproblems in defining tax
7 rum 1917 - need for precision
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market for a property tax cost of as low as $5,000
a year, with up to 77 per cent of that $5,000 de
ductible from his federal income tax .

To let cities expand in an orderly manner
instead of disintegrating in suburban sprawl and
premature subdivision , with millions of close-in
acres held off the market for speculation , thereby
forcing homebuilders to leapfrog further and
further out into the countryside to get land they
can afford to build on and forcing industry to
move further and further away from urban em
ployment (and unemployment) centers to find
enough land they can afford on which to build
new plants .

• To save the tax waste of sprawl , which mul
tiplies the cost of roads to reach sprawl-scattered
homes , multiplies the cost of water distribution ,
multiplies the cost of sewage collection , multi
plies the cost of mass transportation , inflates the
cost of police and fire protection , and doubles
the cost of getting children to and from school.

• To stop and perhaps reverse the futile spiral
in which the multi-billion -dollar urban renewal
subsidies are being capitalized into higher urban
renewal land costs calling for bigger urban re
newal subsidies that will in turn be capitalized
into higher land costs requiring still bigger sub
sidies (land write-down subsidies , below-market
interest subsidies , tax exemption subsidies , or
perhaps some new kind of subsidy).

These and other good reasons for taxing loca
tion values more heavily are spelled out at
greater length in the careful research reports of

This is just one of the many significant findings
of the Urban Land Institute Study- specifically
for Milwaukee, but by implication for almost any
other central city facing problems of blight , obso
lescence , slums and decay (as all big cities do) .

This four-year sampling of more than 2,500
separate land parcels-property-by-property , dis
trict-by-district-was conducted with the coop
eration of the Milwaukee Tax Commissioner . It
provides the first comprehensive analysis any
where of just what could be expected if a city
were to (1) stop collecting any property tax at all

No urban renewal subsidy at all should be needed
if the property tax were shifted to land alone

financing
oururban
needsssss

Prof. Dick Netzer for the Brookings Institution.
and the National Commission on Urban Prob
lems ; Prof. Lowell Harriss for the United States
Chamber of Commerce and the Tax Foundation ;

and Prof. Mason Gaffney for the Urban Land
Institute , the Lincoln Foundation , and the Schal
kenbach Foundation .

And the Douglas Commission on Urban Prob
lems is unanimously recommending that state
governments vigorously explore the desirability
and feasibility of placing new or differentially
higher taxes upon land values .

And the President's Committee on Urban
Housing (the Kaiser Committee) is urging a
similar tax study " with particular emphasis on
the potential beneficial effect of shifting more
of the relative burden from improvements to
land . Heavier taxation of site values has the
apparent advantage of discouraging speculative
withholding of land from development and of
enabling the public to recoup more easily the
benefits it bestows on local land owners through
improvements like roads and sewers . Lighter
taxation of buildings might remove existing tax
disincentives which discourage new construc
tion , rehabilitation , or adequate maintenance.
This area seems a promising one for reform ."

Says a Tax Foundation research : " A point of
great significance and some urgency (is that)
under present arrangements much of the in
tended benefit (of urban aid ) will almost inevit
ably be incorporated into gains for land owners .
They are not the persons for whom the as
sistance is designed ."

NATION'S CITIES
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on improvements , (2) assess all land as if the
owner was putting it to a use commensurate with
its market price , whether he was or was not , and
(3) raise the tax rate on location values high
enough to make up for the revenue loss from
untaxing improvements . At long last , this study
(of which we were given the first preview) pro
vides a factual basis showing that in Milwaukee
and any similar city that now collects roughly
two-thirds of the property levy from improve
ments and one-third from location values
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The shift would roughly triple the tax take

from idle land , parking lots , gas stations , slums,
and other decaying , obsolescent , or ill-advised
buildings that add little (and sometimes less than
nothing) to the value of the land they preempt.
Actually it might do much more than triple their
tax , because Milwaukee assessors , like all other
assessors, tend to confuse the property tax with
an income tax and therefore grossly under-assess
underused land that is not bringing in enough
income to pay the full tax on its market value .

So the shift would make it almost prohibitively
unprofitable to keep close-in land idle or mis
used.

II

The shift would add roughly 50 per cent to the
tax take from properties whose improvement
value approximates the location value , and it
would make no change in the tax take from
properties whose improvement-to-land ratio is
close to the city average of two to one.

But on good homes , good apartments, good
office buildings , and good commercial and indus
trial structures whose improvement value is
likely to run at least four times their location
value , the shift would cut the tax take by 40 to
75 per cent.

III

The prospect of much lower taxation of good
new buildings would jump the market price of
close-in locations ripe for rebuilding at the same
time that increased site value taxation would be
putting heavy tax pressure on the owners of
underused land to put it to more productive and
more profitable use.

So the shift would so change the arithmetic of
property ownership that no subsidy at all should
be needed to make it profitable for the owners of
almost all the parking lots and obsolete decaying
or inadequate buildings that now preempt nearly
three-quarters of the valuable land near the heart
of Milwaukee (and most other big cities) to re
place them with new buildings that would put
the site to its " highest and best" use . This might
be new offices , or new stores , or new low-cost
housing, or new parking garages , or new high
rise apartments , or new garden apartments , or
new single-family homes , or what have you.
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IV
The shift should not only end the need of any

subsidy for urban renewal ; it should provide
such a stimulant to new construction and rede
velopment that it could create just the opposite.
problem . The old problem has been how to end
the construction stagnation that results in slums
and decay ; the new problem would be how to
control a building boom that could wildly over
tax the construction labor and construction
financing resources of the city as thousands of
property owners rush to take advantage of the
tax shift.

The shift would , in fact , be such strong medi
cine for what ails our cities that it would have to
be given in small doses spread over a period of
perhaps 10 years (as was done 50 years ago when
Pittsburgh and Scranton shifted to the graded
tax plan making the city tax on land twice as
heavy as the tax on improvements) .

V
The shift would make good city planning at

once much more necessary and more effective.
City planning is a negative power ; it can keep

property owners from doing what they ought not
to do , but in a free economy it cannot compel
them to do what they ought to do . Says the
Douglas Commission in a fine understatement :
"Regulations do not build cities ; " and again :
"Regulations seldom effect significant upgrading
of deteriorating areas ; " and again : " Regulations
seldom effectively encourage imaginative urban
design and too many times effectively discour
age it."

Under the present property tax system that
discourages new construction by heavy taxation
and encourages obsolescence and decay by un
dertaxation , most of Milwaukee has passively
defied effective city planning.

But when , as , and if a tax shift off improve
ments to land starts an all-out building boom , the
planners would at last have a chance to prove
their worth by directing its course to create a
better city.

VI

Contrary to common belief , tripling the tax on
land would not be bad for landowners if at the
same time the tax is taken off improvements . A
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three-times-as-heavy tax on land would indeed.
be almost confiscatory if the owner of unused or
underused land persisted in leaving it that way ,
but untaxing improvements would enable him to
triple his profits if he improved his property and
put his land to its highest and best use . (See III
above.) This smaller tax on the improved package
would be capitalized into a higher price for the
land , so the landowner would find himself better
off instead of worse .

Perhaps surprisingly , first to benefit from the
shift might be the owners of valuable idle land ,

for they could be first to take advantage of the
tax exemption on improvements.

The only landowners who would stand to lose
by the tax shift are the owners of fringe land that
now derives a fictitious value because the owners
of so much closer-in land can now afford to hold
it off the market waiting for still higher prices.

VII

The shift would stimulate much more intensive
use of valuable close-in land near the center of
the city. In conjunction with heavier tax pressure
on the owners of underused outlying land this
would have important side effects:

• People who prefer low-density living should
be able to find land they could afford roughly
half as far out as now , for more intensive land
use downtown would siphon off much of the
demand that is now proliferating sprawl.

• Inner city and slum unemployment problems
should be eased , because factories and other
blue-collar employers could likewise find land
they could afford closer to where poor people
live . (Nationally , says the Department of Labor,
62 per cent of all new factories from 1960 to
1965 were built outside the central cities , i.e. ,
remote from where unemployment is concen
trated and more jobs are needed most .]. More intensive use of downtown should,
perhaps surprisingly , lessen downtown traffic
congestion , because more people could walk,
escalate , or use public transportation instead of
driving to where they want to go . Says Professor
Gaffney : "Sprawl is not a flight from congestion ;

it is a major cause of congestion by making more
people use more cars to travel more miles to
downtown ."

• More intensive use of downtown should re
sult in substantial savings on city costs , most of
which are magnified by distance.

~

1.

****

2.

............
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VIII

How big a tax rate increase the shift would
require to make up for untaxing improvements
would depend on whether the assessors assign to
the taxable land or the tax-exempt improvement
the big increase in the value of fully improved
property that would result from reducing the tax
on it by more than 40 per cent.

If assessors follow their present practice of
assessing the building first at cost-less -deprecia

needs$$$$A
200

1. COLLINS : With a tax rate approaching 6.7
per cent of true value there would be no new
construction .

2. SAMUELS : We must find ways to centralize
the financing but leave the execution decen
tralized.
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tion and assign all the big increase in residual
value to the land , then the tax rate increase re
quired by the tax shift could be small . If , on the
other hand, they assess the land first and assign
all the big increase in residual value to the im
provement, then the tax rate on land alone would
have to be at least tripled.

Serious doubts as to the correctness and
soundness of today's practice of assessing the
building first are raised by the Milwaukee sam
pling, which showed nearly a fifth of the prop
erties on which the assessors assigned a substan
tial value to the improvement would have sold
for as much or more if the land had been bare .

IX

Assessment would be much easier and could
be kept more accurate and closer to the present
market if the assessors were relieved of the al
most impossible task of assessing every improve
ment separately . Land only could then be
assessed quite quickly from cadastral maps kept
current by recording on them the market price.
shown by each sale in the area.

In Milwaukee today the assessors must spend
80 per cent of their time on improvements , only
20 per cent on land values .

X

First step in the tax shift could be taken by
just reversing the present practice of assessing
underused land at a much smaller percentage of
market value than fully improved properties , a
practice that is somewhat less notorious in Mil
waukee than elsewhere . But a complete shift in
Wisconsin (as in every other state except
Hawaii) would of course require the repeal of
state restrictions requiring that the tax rate on
land and improvements must be the same.

XI

The shift should be popular with most voters
because it would reduce the taxes on most
owner-occupied homes (since their improvement
to -land value ratio is well above the city-wide
average) .
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Taxes on slum property would be doubled or
tripled but this would not affect many voters
living in the slums , since most slum dwellers are
renters and (as any good economist can demon
strate) taxes on land cannot be passed on , but
must be paid out of the owner's own pocket
(except under rent control).

The only voters hit hard by the tax shift would
be the land speculators who are now making
such a good thing out of today's property tax
practice. (Unfortunately , they are by far the most
powerful and effective pressure group in local
politics .]

XII

Last, but not least , the tax shift would make
the financial plight of the local government
easier. Instead of depending on a tax base sub
ject to accelerating erosion as the older close-in
buildings deteriorate without replacement and
as industry and upper-income families move to
the suburbs , the city would find its tax base
growing and the flight to the suburbs checked by
the tax-shift-induced construction boom close-in .

The 40-per-cent-or-more property tax saving
that the shift would assure new offices and new
industrial plants would make the city a more
profitable place to do business in , and could
therefore be expected to attract more business
and industry, thereby further strengthening the
tax base .

*

Findings of the study in Milwaukee are already
getting confirmation from the actual experience
of Southfield , Mich . , which almost overnight be
came the boomingest city in the state after a 1962
reassessment by outside assessors doubled the
assessment (and therefore the tax) on land , there
by permitting a substantial reduction in the tax
on improvements . Since then Southfield has re
corded more new office building construction
than 30-times -as -big Detroit next door; land
values have continued to soar , until some acreage
that was assessed at $2,400 in 1961 is now
assessed at $100,000 ; and grateful voters have
three times re-elected the mayor who instigated
the tax shift .
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More cities should collect more user charges
and stop subsidizing what they want to prevent

Service charges can serve a double purpose :
they can produce a substantial revenue and they
can discourage costly and wasteful practices that
need to be discouraged .

We are unanimous in urging more cities to
make more use of service charges , including spe
cifically and for example :

To discourage today's almost scandalous waste
of water , all water service should be metered at
rates high enough to cover the cost.

To discourage the on -street parking that is a
main source of downtown congestion and traffic
delays , parking meter rates should be raised at
least as high as off-street parking charges in the
same area . It is insane to let motorists park at the
curb for 10¢ or 25¢ an hour where parking lots
charge 50¢ or $1 .

To discourage industrial water pollution , in
dustries that pour pollutants into streams and
sewers should be charged the full cost of purifi
cation . If this policy can keep the Ruhr in Ger

1.
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many safe for drinking there is no reason why
the same policy should not do as much for the
Hudson , the Mississippi , and Lake Erie.

To minimize air pollution , cities should charge
property owners more for garbage collection than
it would cost them to install and operate garbage
incinerators equipped with water washers and
electrostatic filters adequate to remove 99 per
cent of all pollutants . The biggest reason New
York cannot enforce its incinerator standards is
that building owners just threaten to stop burn
ing their trash and garbage and leave it for the
city to collect and cart away free.

3 .

Instead of relying on the property tax to pro
vide most of the local revenue , a few of us would
even go so far as to favor abolishing this levy
and substituting carefully-cost-accounted service
charges to pay all the costs of local government
except education , poverty , and traffic police
(which they would shift to the state or federal.
levels).

1. NEAL: People problems like welfare and education should be met
with broad-based taxes , not by local taxes.

2. SWEET : School costs take half our total tax resources .

3. MADDEN : When you tax land low and tax improvements high you
drive industry out of the city to find cheaper land.

8
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One good way most cities could help themselves
is to explore ways to get greater productivity

Private enterprise has been able to pay higher
and higher wages only because over the years
private enterprise has found ways to raise the
level of labor productivity at least as fast as it
raised the level of wages... partly by taking full advantage of mechaniza
tion to let machines perform faster and better many
functions that were formerly done by hand;

.. partly by job reassignment so skilled workers
need no longer waste high -pay time on jobs that
could just as well be handled by less skilled labor ;

. . . partly by reviewing all their operations and
eliminating work for which there is no longer any
good reason .

Today, with far less productivity improve
ment, municipal pay scales are climbing nearly.
twice as fast as private industry's .

We are unanimous in urging that in most cities
a broad review and reorganization of local gov
ernment operations to improve productivity and
hold down costs is now overdue . This review
should also consider what savings could be
achieved by making it worthwhile for private
enterprise to take over many functions (like
garbage collection) that are now performed by
city employees.

Here are three examples out of many we could
cite to suggest that many cities could check their
soaring costs by following the example of private.
business on mechanization , specification changes,
and job reassignment :

Example No. 1 —Cities could make it profitable
for private enterprise to offer better equipment
cheaper if they could and would coordinate and
standardize their buying specifications . For ex
ample : today there is no such thing as a standard
fire engine ; almost every city allows its fire
department to order something different and spe
cial. For another example : most cities could also
save quite a lot of money rationalizing their fire
hydrant purchases . What possible excuse can
there be for tropical Honolulu's paying extra for
hydrants that won't freeze in sub -zero tempera
tures?

Example No. 2-Most of us think it is high time
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more cities began to coordinate police pay scales
with police job requirements . It may well be true
that many policemen are now underpaid for the
dangerous and/or exacting work they are as
signed to do ; but it is also true that many jobs
now done at full police pay (like ticketing parked
cars and collecting tolls ) could be done just as
well at half the cost by persons with lesser qual
ifications . For some police functions like fighting
organized crime the best is none too good ; for
other police jobs a high school graduate with
courage , good health , and proper training can do
at least as well as a Ph.D. So it makes no sense
that in so many cities the starting requirements
and pay scales for all police jobs should be so
nearly alike . The end result of this leveling prac
tice can only be higher costs for a mediocre
police force.

Example No. 3- Cities could save much of the
land cost for new schools on high -priced close-in

1. PLEYDELL : We can't fix what's wrong with
the property tax until we can get better assess
ment.

2. SAULNIER : The tax on improvements is re
gressive , but the tax on the site is not.

(
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never
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zoning

B.

public works.
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Kondemnation

a.

Other

2. Property tax

Administration of land tax

--Exemptions

--Assessment discrimination favoring vacant land

--Reduction of land assessment by holding land

vacant for/some years between demolition and

renewal

--Increase of land assessment at time of renewal

--Other

b . Tax on buildings , in principle

Inflation of aggregate land needs by reduction

of intensity
c. Untergurt, relations, Need to reward munics. for Apop. And not a outside

Municipal planning and zoning raxesfor
mumis. ext.Cities as cartels : municipal mercantilism , and its

restrictive aspects . Municipal complicity in holding actions. Passivity
as a covert means of exploiting market power .

Compulsory land- consumption for tax base maintenance ( low

density zoning ) . Zoning bias against residences to avoid school liability .

The movement for " open space conservation ."

Legitimate application of low density zoning to synchronize

neighborhood land use conversion between incompatible uses.

Grandfather privileges to old buildings .

Inadequate local matching of state and federally financed

Lag of branches behind trunks .

Outward bias of municipal works to capture marginal terri .

tory. Neglect of more productive interior investments that would add

more to current effective land supply.
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C. Market Imperfections

1. Assembly--bilateral monopoly. Self-reinforcing demand

magnification in a sticky market : exaggerated need for reserves .

2. Uneconomical " speculation"

Standard rationale for speculation -- limits of validity

Interim use argument--" ripening costs . " Appreciating

land , progressive obsolescence of buildings. Apply capital theory , show

these cases argue for earlier , not later , conversion , to maximum present

value of site .

-3

Uncertainty argument. Building spills over certainty;

not building spills over uncertainty. Divergence of individual and

social welfare .

land market ; historical evidence .

3.

Differences of credit availability

Irrationality , herd psychology : conducive conditions of

reprise .

Heirloom attitude , anti - commercial bias , focused on land .

Concerted holding actions

Role of banks and other intermediaries . Interest of

lenders in sustaining collateral values . Ability to act in concert .

Established limited entry protected by law. Capture of FHA .

4. Diffused floating value , and shock- wave effect . Everywhere

property division over allocation of land to best use.

makes land a little too costly for socially optimal use.

bias ; feedback multiplier.
D. Legal Hangups , and Illiquidity of land

Covenants . Estates , divided ownership , trusts. Priority of

Decentralizingí

Mortmain .



E.
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Tax- exemption of Municipal Bonds

Reduces apparent infrastructure costs of municipal land

development ; but increases real social costs , by waste of capital .

Cost felt by housing indirectly via higher interest rates .

Reprise : Social costs from overpricing of land . Urban sprawl .

V. Recommendations to Abate Overpricing

These will be geared to the causative factors identified in (IV) ,

and addressed to action organizations : U.S. Treasury , local government ,

state government , HUD , BPR , Utility regulatory commissions (state and

federal ) , banks and their agencies , the courts .

In this section I feel the need for the cooperation of a lawyer

with an interest and competence in these matters . I have discussed

this with Stanley Hack , a Milwaukee attorney whom I would like to have

join me in completing this section . If you would like to consider this

suggestion , I will send more information about Mr. Hack . I regard him

highly , and he is already professionally involved in issues relating

to several of the points on which action recommendations are to be made .

His contribution would be to help me distinguish those recommenda

tions which are merely theoretically attractive from those with early

action possibilities in practice . Since the client is action -oriented ,

and the impact horizon is short , this would be a vital contribution .


