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Reply to Messrs. Schmit and Whittow

M. Mason Gaffney
September 9, 1970

I have been asked to commént on the letter by Messrs. Séhmit and
Whittow (henceforth S & W). I did not write the report on "Bettér
Assessments,” but I supplied research findings for Milyawkee. I generally
endorse the report as wriﬁten, and find S & W to be sericusly wrong on |
many points. |

My co-werkers and I established working contact with the Tax Commiss-
ioner's Office in 1963, before Mr. Schmit entered it. His predecessbr,
Thomas Byrne, seeing the need %o catch up.on laﬁd assesémenﬁs; initiated
the land value studies (for which Mr. Schmit should credit him) and gra-
ciously availed us of sales data. We maintained conbacts with civil_service
professionals in the Office from 1962-69., Our work benefited greatly from

\
their constructive, competent criticism which has always been thoughtful
and factual. (We differed on questions of policy and principle--matters
determined at the political level.) Surely the Tax Commissioner knew of

these contacts. His cooperation was acknowledged in the Nation's Cities,

3-693 the Milwaukee Journal, 3~?i-69; and the Wall Street Jouwrnal, 3-19-69.

I was discussant for Mr. Schmit's paper on tax-exemptions on September
k, 1968 at the 61lst Annual Conference of the National Tax Association in
San Francisco; prescnted by his Deputy Marvin Boucha. On page 267 of the

Proceedings 1 state that Milwoukee assessors do nol consistently value
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land on the basis of market value. I cite the finding of my study that
assessors on the eve of demolition were generally allocating half or more
of value to the worthless building. On pages 270 and 275-76 Mr. Boucha,
speaking for Mr. Schmit, acknowledges thaf these findings are valid. He
seems to agree that market valuve should be used, bu£ suggests Milwaukee is
not Heaven-~his metaphor. .

On June 19, 1969, Mr. Schmit and I‘&ppeared before the Special Committee
on Taxation, Common Council, City of Milwaukee (Councilman James McCann,
Chairmon). I suggested to the Committee that it urge Mr. Schmit to exercise
the latitude in the assessment process to assess land higher, instead of, as
now, to assess it much lower. I brought with me Mr. Ted Gwartney, then
Deputy Assessor of Sacramento County and former Assessor of Southfield,
rMichigan, who explained ﬁow-he had done that. Mr. Schmit circulated a
prepared paper attacking the idea as of interest to "theorists," and vir-
tually "impossible." He showed no interest in following up on Gwartney's
techniques.or my data.

In light of this background, S & W's pose of surprised innocence is
not called for.

Mayor Maier,vho appointed Mr. Schmit and at whose pleasure he serves,

attended the round table reported in Nation's Cities, March 1969, and re-

viewed the manuscript with its long discussion of my Milwaukee study. On
April 7, 1969 I made a personal pilgrimige to tell Mayor Maier he was wel-
come to my findings. He was cordial but showed no more interest than his

Tax Commissioner.




 ficients are based solely on non-farm hougses compared to each other. Land

¢
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The fgassessmentlof May 1, 1969 is conmon knoﬁledge. I take it S & W
are concedikg that assessments were off before then. They should. Some
land had not been reassessed for over 20 years, and Mr. Schmit issued a
brochure for taxpayers stating "Because of the City's desire to maintain a
fairly stable assessment pattern in the face of an ever-changing market
value, the Milwaukee assessment level is not presently at full value."

(n. d., ca. 1968) I constructed land value maps showing current land values

to be more than double éqpalized assessed valves. Detail on this finding

has just been published in my chapter in Daniel Holland (ed.), The Assessment

of Iand Value (Madison: The University of Wisconsin Press, 1970).

‘assessments are not evaluated or compared to buildings.

The favorable (low) cocfficient of dispersion rating S & W cite has

no bearing on land assessments, the point at issue. Census dispersion coef-

| The more relevant U.S. Census datum is that showing Wisconsin mercan-~

r////tile and industrial property assessed 2.t times too high relative to vacant

/

lots. (1967 Census of Governments, Vol. 2, p. 47) It is not generally
realized that Wisconsin's reputatioh for better-than-average assessment is
based only on nonufarm houses. As to land, Wisconsin has been below average,
and its SMSAs, dominated by Milwaukec, even more. It is this that justified
using Milwaukee as an example of bad.land assessment. The report of March,
1969 said that underassessment of land was "less notorious in Milwaukee

than elsewberc," but it may have been too generous. At any rate the offects
of mediocre assegsment in Milwaukee are outstendingly counterproductive

because of Milwaukee's outstandingly high real tax rate.
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I would be overﬁbyed to be forced to concede that this is all in the
past and that on May 1, 1969, Milwaukee land assessments became just .O%
short of perfect, as clajmed. I am pleased to concede that many land

“// assessments were raised. T freely note my belief thal City of Milwaukee

land assessments are of higher quality than most of its suburbs (although

some of them are currently redressing that balance). Buth have several
reasons for doubting that the 1969 changes were as good/ég claimed.
/

1. Land values have also risen since my study*éﬁded. They may have
risen more than land assessments.

2. The sole evidence given is a report by the Staﬁe Bureau of Property
Taxation. This Bureau is not concerned with comparisons among classes of
property, only among Jjurisdictions. It has made no speecific study of land
sales in the City of Milﬁankce after May 1, 1969, according to Director

Robert Wood (9~9~70), and never has donec so on any comprehensive scale.

It does not report on vacant land as a separate class. There is no

earthly reason to cite this report to four Aigits except the lack of
relevant evidence.
3. The reassessment of 1969 raised taxable values by only 5%.

(Milwaukee Sentinel, 6-30-69) The mountain labored and brought forth a

mouse. That's bebter than the noisy campaign to assess exempt buildings,

which added 3 of l%; But land values which had not been reassessed for
V////years have been rising at 5% annually. The cumulated neglect of a genera-

tion is not corrected by one 5% change. In the outlying speculative arcas

vherc the city has been pouring most of its capital budget while neglecting

the imner city, I found underassessment so bad that the market value of
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land alonelwas nearly twice the egualized assessed value of land and
buildings fogéther! (1963-67 data)

4. The techniques and principles which city assessors told me they
vere appl&ing in 1969, and defended, do not progress but retrogress from
the standards of previous years. I am overjoyed that S & W agree with the
N.C.'s roundtable that cnéfhould value land first and assign any residual
value to buildings. I would be ecstatic if they practised this preachment,
and hewed to the Wisconsin Supreme Court in the Markarian case that the
best evidence of market value is the price paid for a comparsble property
which has recently been sold. Bubt herc are some items.

a. The assessment manual used for the 1969 reassessment recomends
that the building be valued first and the land residuslly (p. LA-1,
para. 10), flatly contradicting their present allegation.

. fhe roundtable reconmﬁndsraiscounting zoning restrictions as much
és the market does. Milwaukee assessors follow low density zoning,

//// however incredible the market %inds it, however freely variances
are granted.

¢. ‘Land assessments are raised because of good subdivision; or any
subdivisions or a favorable lease; or freedom from a bad covendnt.
And of course vice versa.

d. The land assessment is quadrupled when a single is replaced by a

L/' new apartment building, but surroundinz land is wircassessed.
-Use conversion of a site is the occasion to reassess it. The

neighbor site is left alone.
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e. Mr. Schmit's office assesses the value of tax-exempt land, but
can supply me no record of the area. Think about that: they

value property independent of its land area! It means they do

not know the taxable area, either, nor the values per square
foot. Mr. Schmit campéigﬁé against tex-exempt buildings, but

never against cemeteries which hold 3% of all the land in town.

—

He has not attacked the city "land bank"--573 acres on ice--nor

the 386-acre Harbor Commission which sils on many acres of unneeded

"’"_—-_—'_—-'-___“7 "
land, nor the Park Commission nor the School District which buy
B — ]

ghead of need and take land off the lax rolls, nor the Army land

hangup sterilizing over 100 acres, nor the Redevelopment Commission
T s

(see below) and its scorched corth. The animus is against old-
folks' homes, hospital amnexes and dormitories that might serve
human needs and compete for tenants.

f. Rosslyn and Southiield, our good examples, reassessed land annually
in d@ynamic areas, and gave priority to these areas (Rosslyn still
doess so does DPritish Colwmbia.) In Milwaukee the dynamic or

transition arecas are the last to be reviewed. Here is vhere

assessments lag the most. Exception: in declining areas, land

is lowered move promptly. {@;‘&«“ 7)

’

l//’ g. Corner land may be assessed not as a corner if it has a non-
mercantile improvement (Mamal, p. IC-2)

V//'h. An assessor tells me the landowner's plans affect the valuation.
If he plans not to sell for a higher use, he gets a lower

assessment.
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1. Lénd value mappiﬁg, as tayght by Assessor Don Beach for the I.A.A.O.,
ié not used as a primary tool in Milwaukee aésessments, because a
map is objective, in rem, and repugnant to the in personam approach
that suffuses much assesqment thinking in Milwaukee, where adjacent
V/// parcels are not always valued comparabl& (although they often are).

I could go on.

5. The clincher is in the S & W letter: abolition of the land unit in
V//f ﬁrigégi’"The need to revalue land was acute in 1962 already. Seven years later,
vhile values doubled again, they got around to it--now they close up shop!
No poetry can tell more eloquently the lack of intent to stay on top of land
values.

As to downtowmn construction, the gains claimed are pretty small potatoes
for our 11£h largest eity. That's one reason it is now the 12th, in spite of
doubling its area by ammexation. St. ILouis had $300 millions of new construc-
tion since 1965, more than the entire value of downtowm Milwaukee. Rosslyn,

a town you never heard of, had $125 m. S & W shamelessly exaggerate their
gains by including.the increase of land value as though it represented in-
creased building. Their visitors #re not only "prone," they are supine

to tell loecal officiéis they see a great renaissance. Here are some facts.

Dovntown rental office space grew from 3.3 million square feet in
1964 to 3.9 msf, 1969. This looks fair until we consider:

-~ in 1964, 90% of the space was pre-1929. An entire new city is nceded.

e

-- less then one-third the space is Class A. Much is Class C, with

high vacancies.

~- nearly half the incremental space is in the Clark Building, a

financial disaster that went through bLankruptev.
- ——
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-- Other new buildings are subsidized by land write-down (Juneau Square);
anticipated tax freeze (M & I); or ere exceptional. The rule is you don't get

meh action dovmbown without a special deal. Most lanE<is tied up by assembly

alf the new building

one sees is public and tax-exempt. The CBD is scaﬁter@d to the four winds,

problems, and taxes hit new buildings like a sledge.

and they must have drawn é cicle larger than Chicago’% Loop to £ind the little
increment they did.

More facts (these dated 196L):

-- 314 of city land is vacant; 3u4% if you count perking; 37% counting
cemeteries. A |

-- 4% of the retail area is auto sales and serfice, virtually vacant
and taxed low.

-- 39% of land in wholesale and storage use is open storage, including
junkyards. No buildings, low taxes.

The fact is, Milwaukee is in trouble. The decline in home building
over 10 years is simply spectacular. The Milwaukee SMSA dropped further from
8100 units in 1967 to a rate of 5300 in 1970 so far, with most of the drop in
Milwaukee County (the inner SMSA), in spite of all its vacant land. It is

not even replacing itself. In 1969 more dwelling units were demolished (1982)

than built (1487) in the city of Milwaukee, first 9 months (Sentinel, 11-8-69).
Meantime Assessor Gwartney, in whose methods S & W find no merit, left
Southfield for Sacramento. Under his ministrations the homes in Southfield
had tripled in 8 years. And now in Sacramento SMSA housing starts rise from
3600 in 1967 to a rate of 6700 in 1970, outstripping the much larger

Milwaukee SMSGA.
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Policies of land assessment. S & W seem to want us to believe that the

Clarkson era never was, that Beren cen 'disavow' for Clarkson and Gwartney,
and that Beren's assessments were in force during Gwartney's tenure.
on a level with saying JFK was never President because Nixon is. Rabher

than such tomfoolery I wish S & W showed some concern for the plight of

Milwaukee .

It's
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