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LAND VALUZ AS A TAX BASE T MILWAUKER ,wi}r{)ﬁ'
Hasen CGoffuey

Hesgaoreh Outline, Sept. 18, 1067

lo Lond and fiscol problems related %o propezty taxation (much of this
alxsady drefted; emphasis on costs of spraowl. Mateficl boing Xerex'd and

sant separately,

20 The present general property Ttams | :j.;aggggg,ygw affectz on_lond uge

¢  Basie theoretical effects, a prioxi
bse The tax oz modified in pzmct:ic'a {mépects relevant to incentive
effocts on land use; and distzibutive equity). '
(Detail on pp. 2-6, mm)wf
{2) Lond
(1i) Buildings
(241) Exeamptrions
{iv} Ueilities

{v}) Interjurisdictional relaticns
{vi} GQenercl:
he Effort to ainimize vocal protests
B Discyisination vs. industry and cosmezce and absentee
ond legs organized groups.
(Send byief questiommaire to asscusors, asking their pro-
cedure [ze key points only] o» develeped on pp. m;- ICHS. )
3 Effacés of prcpeﬂy tax en land use

@ The effect on venswal frequency: oo aspect aiﬁgled out for speclal

attention.

| {i) Beonomic eviteria for timing of site renswal
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{11) Neutrq;lity of land component of property tax (except for
effects discussed in 5, b, balow) (# of years biAae it )
{ii1) Increase ai renm:ql )gap (07 onticipated building taxes
{iv) Areas wherza ’l.:;@ofg;;ilding taxes > renewal gap (a laxge
empirical study, comparing land value map end map s\liowing total value of land
and buildings, by ussessment districts. Half done, )

{v) Eatiwmate of number of years by which building texes retard
renewal. (At the leust show shether income of old buildings fails off fast
or slows If fast, tax policy has little effect on renswal timing. If slow,
it haa a great deal of effect.)

Downing's laow of heterogeneocus naigh}:erhcmis peints up tha-t
aost_ﬁs;{.:f‘e_f” preserva smua rmawqbility vcalue despi.te aeighborhood datazj.oxationo
But negutive api.llmmxa from old buildings do zob naighhozhoods of rerqul
valug, and in na!.ghbozhood ag a whole retard renewal further, a cusulative
process wheveby small indepandent effecta have great leverage.

{vi) Other cauzes of retarded site rénewala {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” copital. Slower zenewal of central

sites diverts naw copital to outer sites, requiring longer lines at lower
density. Thase are renewed less often.
{viii} Long-term effect on renewal frequency, s second generatiom

buildings are built with less quality because taxed.
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w2 S 5 . i v B - Y ot s
{liote on cxpositeny strotogys 3Oy @ zing of the effsois

Cland value 'fa.x)
of toming bulldings. %Then when T gev vo LYF, 1 there ave no Yeffeqte of

switching 2o LWwcvather, just o reaovel of aifests of taning bulldings. Thae,

LYY is not presented Anitially os incentive tuowaliom, but the remosval of

i
fie

singentive tumetion. Loter (iz 5, b} oo note move subile waye in which

and tumes thenselves toke the fun owt of cdvance purchase of land TOEGUVSE. )

fmd

{i} Inerodumtory and gencvol
- The neaning of “efifocte.V One must spoclfy vhat s held
constent and what olse choenges as tax fs fwpozed. FPollow Jomes Heilbous,
asswae some pubilie &s&ﬁ'@iﬁ@a » reduced newtral Tom, o veduosd onorous Tow.
) ‘

Thus o Yincone offsed.t

- Zogin with atenistia pavecd; ¢hon «dd spillover; then

sgglemeration or ccmplemantority offocts; finelly dogregete effests. In this
saction only stonistic paresl is Treated.
« Mowginol approadh. Common follosy of woting soss bullding

oomze depite taw liabillty, end concluding thewefore iF sese do if, tox

e - miTman  posgad A e % 3 gy oy £ s g 17 o AT q L 4
didnly devey enyone else. Tax cuts out merginel inpuits:  fregusney, gvelity,

v

height, soverage, ond mevginal syperoossion of foram lend to ¢ity. Analysis

analoagouz o Piovsdols of tithes, bar building gox iz only on the copitol inoms
TE 2 e ﬁ' 3 EA
ond a2 hos o cebebituiion effect as woll, egalmst the use ef gupital. Thet hoes

the suving groace of allowing non-dupital intensification of good land, s.g¢ by
high turnovey; Wt thiz olds %o street congestion and all publie costa, whils
&ﬁvﬁ.ng: oxay capitel, the tex baswe.

= Geperality of the tex does not proaceve properitlions of lond

Tomm the sotioy
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- Basic distortion suswmarized: Londewner maximizes present .
value of land ofter tawes; social optimum iz maximms present value before taxes.

Apply morginal cnclysis, usiag rozginel - net product of land
after copital cests. The cddition of building taxes te eapital costs raduces
marginal net present value of lend to ukes heavy on copitael; increcses rela-
tive bidding power of uses light on c@itd-_lo |

| ‘S0 service stations, 80% cpren, compete with low cpavtkent
iildings succeszfully. )

ALl uses with little capitaliland zatio aze encouraged to
expand. But not all uzes sypond. On contzary, those with high copitaliland
ratio have to contrast. [This is cpart frea credit rotioning effect, which
strengthens it.] Work this cut--amalytically there is 9%iil a bug im it.

Do building toxes lead to great comtwasis of intensity of land use? Wy
dosun't the equimarginal principle still hold after taxes? In o perfect narkes,
would nai.ghﬁa’z'ﬁ.ng londs have cémparcble in@amiﬁes’gl Sea ii, G, below
{ii) Effects on intensity of land use: the atomistic pareel
A, Land tax componsnt is as#antz’.ully . neutral, but save closer
analysis for 5, b, (Credit rationing effect; anvi-speculative ﬁfﬁmﬁ:)
B On height |
I.  HMarshall's besic anolysis; height as index te land
valuc. , end vice versc. Value of lond is cost anvi:ng from going lower.
Scazeity end cbsolescence of published infoxmatieci.: Secan Ph.D. dissertations
for umpublished work en this. Pump Izve -ﬂoah; Bart Goldberg; et al.
- 1I. Residentials
« Apazxtunents. Higherise Wo. low rise. D’mmingﬂd
capleted analysis. Allan Retzlaff, Skvline Reqlty; Max Neutze study.
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= Single famrily, 2 and 3-story as in Whitefizh Bay
ve. zomblers and spiits farther out. Socan .Eimasa & Home for studies o}fA

relative costs. NAEB., Local builers, ate.

- Parm homes. Why have they lost height? We must
understand what factors other than laond value are inwolved in detexaining
height of buildings. |

-« Importance of air conditioning, and au'émnatic
elavators. |

IIT. Office |
Similar to apurinant. Also to clmszm, although
here there is more of a peak-lcad elevator pzobleam. Campus bullding pecple
a socurce df inforﬁation. Effect of tax exemptidﬁ eﬁ height of campus buildings.
iV. Industry N
Refute the glib chestnut that “modesn methods™
"vequire!” one level. Talsky's Chicoge study. Hilwmikee's many m;lfi—;st@ry
industry. | |
V. Parking structures
Wilfred Owen'’s analywmis and data.
Vi, Retail
Economics of the escalators Development of intexior
and upper space by lorge department stores. |
' Vii. Stozage and wholezcls
'VIII. Miscellancous (e»g. hospitals, from Sy Gottlieb
and HAPC) | -
€ On quality (relate to &uzabili?y, efeo 3, g viin.)
D. On lot covezage (here we just ﬁ:l.ams the individual lctn

Spillover effecta covered later)
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Building tax leads to grect disparities of coverage,
e.g. gas stotions vs. apariment builaings‘ {But .Gf‘ol 3, B, i) Sowe users
cover more land, but others less. What isp siét affe.ct?

Building tax lowexs bidding power at fringes of urban use.
I.e. ,' makes 1t hardexr for city to take land from less intsnzive farm uses.
Thue may tend to 6vezcmtc1n city in the aggregate. Woirk "t?m‘t out, too.
Countereffect is, it leads %o sprawl and excessive spread of urban price

influence. _
| Counter-influence of age fmtoé and lot coverage factow.
Building tox delays :énemxl of old sites ,' and they have high iot coverage on
ancall lots. | |
E:» On 'é:ypes of lond use

' Building tox mokes the following uses expond and/or wove
¢o contral leonds wucont; parking; gas dprons; old buﬂ.&.ngé,- regidences on
large lots; low-vise buildings; twvuck terminals; tc;ilzend yards; land-using
institutions; tank farms; the Pert of Milwaukea.

Makes the following centract oF move outuwards opariments;
office buildings; vertical eterage; department stores with escalators; iatensive
wanufaeturing; retail; ete.

Result: systematic increase of distance mg émplmémtqzy
land uses, adding to costs of intersite sector, reducing wrban potential.
Dovelop that in 5, de B

F» Bffect on lnmzm density
X Rasid&xts o
Less neighborhood specializotion, but within neighbor-
hoods less equal intensities. Apartments to outlands and cway from view sites.
Low dengity to canter. Again, pmﬁca&mﬁ effest is :that vges of highey comple-

mentarity get sepazated.
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Hew buildings driven frowm center. Higheinceme residents
dviven out with new hildings. Inma-&wsify or spending-density therefore

al an ; TV » d B aLm Lo+ J}"""Mf;—z/m“
falls by much more than population density e~ / ced T {.—f 5 ;]" P

\ e eres LT
Big employers are genevally fiscal suzplus generctors

3Y. Employeas

when buildings are taxed, so tax vreduces theizr powsr to bid for central land,
Thus, tax reduces neighborhood speciclization. Scatters
employers. Agein effect on intersite sector is profound.
| Subytitution of durable copitel by labor may increase
employment. But substitution for copital by lond i8 likely to be equally stzeng,
with less intensive use. And sach pon will have lé;x@x’ avezage product, so
productive demsity falls, on each site, to scy nothing of scattex.
L L | mp Castonars
m&w ~- Seattay of zesidences ond amployers causes Boatter of
f all customez-oriented activities, «s vecondary result. There is alzo feedback,
1,7 but vetailing is market~oriented as 2o location.

There is algo independsnt effect tending to scatter
retailing by weckening bidding power of intensive users of central land. Coample-
mentarity is greater Eiere than amoeng residential oz acnufacturing land-userg--
and also depends on the latter two'sz beaing concentratved as well,

G, On evenness of use. Does building ta¥ cause unequal intensity
on neighboring and comparable sites?
H. On ratio of bullding wvaluetlond value.
iif. Extended effects of taxing buildings: spillovers; -cmaplamantazit};;
public cost;'s; éggr@gdtaa. {Theze are to be traataed more fully later when wa dis-
cuss the affacts_ of wtaxing buildings. Hore, give u foretasts enly. Thexe
might be a small amount of zepetitice, but that has expository value for this

moze subtle materials. )
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A. Spillovers

These are immediate effects on neighboring pazcela.

Age of building cbvicusly has negative neighborhood spill-
overs. This is the most glaring damage frem texing bulldings. Esthetics,
safety of streets, rats, otc. '

These effects bear some quantification. They neot only
impair neighboring land walues. They also rzob standing buildings of some of
their value, so a sound building on N. 24th Street that would sell for $18,000
or 80 if in a good neighborhood, goes for $§5,000 (but double check that, it
may be o panic figure).

- Bffect of height. Premia for land evident around moany
tall buildings: Allen<Bradley, Amewican Motors, UW-M, Prospect 'rowem; Harine
Ploza and othar Watexr St. Bonks, Pfister Tower, etc. {But bswarse, in Milwaukee
ag in many d.ti.aé. highest land velues are not found exactly wheze buildings
are tallest, although that probably has another explanation.)

- Bffect of quality. Obviously positive. .

« Effect of lot coverage. (wvelate to height clzo) The
most parlous aspect. ' Somea poztulate as an article of fuith that building to
lot line impnizs naighboring lond value. Find some empirical evidence. Certain
it is thet many low-ctoverage uses are undesirable nesighbore: pavking lots, gas
stations, auto wreckers, junk yards. Cemeteries are clearly bed for retail
acrose the street, and a tax-exempt parochial schocl breaks up a retall focus
badly. On Prospect Drive, an cld rooming house with side yards is clearly a
less desirable neighber than a high-yise apartment. Ete.

' On the other hand, & neighbor building to my line threatens
t0 conmme some of uy land, in effect. DBut then, I con also build to his, and
I have the advantage because he has committed his capital first. E.ge if he
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has o bunch of windows with wild fraternity boys ogling my guvden, I can put
up @ blank wall an inch awaye--or get him to pay wme not tol
In any event, if we do decide to vrequire lew coverage,
taxing buildings is a very ineffective means. Zoning is moro divect. A tax
on lot coverage {regardless of value), is also more direct.
- PBEffect of type of land use. Here, the domegs is a moximum,
Brecks up foci of neighborhood specialization, or “natural zoning," by pre-
venting the highest bidder bsfore taxes, who is the one most complementary
to the m&mbox, from bidding highest aofter TaXES.
Drives out fisvel angels, or patrons, cttzacts fiscal
d@mdmts, lsaves them in o orisis,
B Complemsntarity

= All land uses served by common utilities cnd transport--
the "intersite” sector--and increase its costs by being further apatte

‘= Lond uses Wlmnt &uch oﬂze: in very many woys. These
go by names like “linkages,” “agglomezration ecmies,“ Raconcaics of urban
seale,* ¥eriticel mass,” ete. Taxing buildings, by breaking up specialized
neighborhoods, and the city as a whole, impaizs this cowl@entatim This
strikes at the heort of the éity"s rajson datre, for such c@lmm‘k«aﬂm
is the #mce of urbon lond value. The facts of this problem have been
skat::he& éﬁt under 1; Land and Piscol P:;f:em.mo The loass of potenticl uzban
advantage is treated at length and in detail later, under discussien of effects
of wntaxing huu&ingu, under heading *The Urben Potential.® |

C. On public coats P
x-. Private facllities thot substitute for public cnas
- Taxing private buildings
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C; On public costs.
Lay out postulates. We must consistently define what
‘public® wo means I mean the public of the local taxing jurisdiction uhéze
property tax decisions are mede. When I allude to larger “publics® I will
spec:lff. Cf. assumption of "cpen emW” discussed under “Adequacy of Tax
Bcsseo'i“' B
I. Private chiiit.ies that substitute fof_public ones

- Taxing private hu‘.l&:’:ngs taxes many facilities
that substitute for public costs. Vertical txunspéztatim espéeimllye - Bté._

- Marginel stories of building produr;:e iesn |
direct rent than sarly sta:ieé. May therefore add o public cost witiwut
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 hy a
mach larger factor, i.e. they indeed produce too li’ttle direct rent to repay
the added social costs. But in high bufildings the analogous costs of extending
utilities are mestly privately borne.

- Hew buildings provide parking

- Recreational facilities

- Storage spaca (means more street trips required,
when building taxes zeduce everyone'sz storage space. The most used and there-
fore productive storage spoce is thﬁt nearest to consumer. )

- Eathetica
II., Wslfare
{a) Reduced amployment: Here, reality departs from
pure “open economy” ossumption. Evezy city has a big reservolr of unemployed
and underemployed on welfare, partly ot its own é.xp"ense. Reduced local demand
for labor, instead of just driving peocple away, or preventing their coming,
puts them on welfare. Therefore to some extent, locally induced unemployment

iz a lecgl cest.
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Building taxes reduce employment by:

- reducing building. Construction is a swallish
share of all direct employment. Indirect effects are greater, although much
of them are felt in cities other thon where the construction occurs.

Task: estimate relative importonce of buiiding
WMﬂim a8 on employment generator.
_ ~ reducing mumber of employers in the city. This
factor is paramount and undisputed. c;'ty loges eﬁployment base as industey
moves out in search of lower taxes and cheaper l&nd. Limited success of
‘ ¥iand bank™ pr&gram suggests that of the two, relative importance of high
building taxes is great. '

(b} Downgrode residences, attract and hoid more

welfare coses, fiscal depémientso

Soﬁa resistance to urban zenewal comes from
raudlin ayopia of those who see in every demclition the displament of a
welfare case. They do not see the aggregate upgrading of the housing stock
for all. |

Rspeat and emphasize here the cpen aconomy assump-
tion, éheraby axporting fiscal dependents looks better than from the national
vieupoint.. At this point scme readers will insist on o look at aational effects.
So note national effect of taxing Imildings is to increase nunber of fiscal
de;ﬁendmts and worsen building supply.

A

““fTI. Schools

{a)

means of average resident.

rcee number of private schools by reducing

{b) Increases percentage of land used for residences,
because industry and coumerce are more intensive land userwn, 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) 01d houmes offer chagp floor space, attrdct
laxge faailieso

(e) Increases transportatbn cost getting children to
schools Direct costs of bussing are not large, but indirect and hidden costs
are laxge: <time of children and their chauffeuvs; need for larger number of
smaller schools, lose economies of scale which Conaht emphasizes; traffic
hazard to children, ond &increase of c’ongestim.éf strects; etc.

{(£f) Lower tjunlity of school ehildm«-«fof the open
€COnonYy.

{g) On the othexr side, the marginal story or marginal
new house may add nothing directly to %ax base unless building is taxeds This
is zeazon emorﬁ.y held for snob zoning to keeap cut new building, espaciclly
in suburbe, ond same thinking would opply to huilding taxes (and is developad
in part by James Heilbrun). But this hardly mtcﬁa‘s factoxs a-f; and is
itself offsét by the contribution of marginal residence to retall land values.

General Summary, r¢ Welfare and Schools especially.
Taxing capital repsls capital mora thon i.t reépals pecple, and the pecple run
up the coste. This case is made from the selfish local viewpoint. Prom the
lazger view it would be modified, ‘hut ths conclusion is not changed much.

IVe “Commomst™ parks, streets, aizr, utility lines, water,
atc. Open-dccess oz underpriced local Yosources whose use may be zationed by
keeping out people. (IXI, Schoolas, are a special case of this.) |

_ {a) where feasible, the economical solution is to- |
put user charges on the émons equal to marginal apeial cont of their uso.

This is a logical eitension of the reasoning behind land value taxatvion.



Lda Vcd...o , - 3 ‘13-

Granted that there is a cost to the imposition of guch coatrol, and a loss of
:Lnfomal_ innocence of rxural days, but '-khose pﬁefarring such joys may uludys
move back to the depopulated countryside, if -on balonce that is theixr prefer-
ence. '

(b} It is enly desizable to impose high user chorges
on commons if they are congested and in the stage of long-run incraasing costs.
If they are congested but undermized, it iz past _t:l.me to zeplace them. Prowe
thot analytically and express popularly. Gmrallj;, the only commons in e
stage of long-run incrausing costs are land-using: poarks 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 Gaordens for Hilwaukee
wag declared unfeasible, not becouse of high deasity, but the opposite. Mass
transi¢ requives high density and reliaves stzeetl c;mgostion. Bame for highe
rise buildings. Ete.

- {e) Lond uses encouraged by building taxes eften
:I:nposs high street costs: ga‘s- stations spill onto streaﬁ : endanger sidewalks;
private driveways kiil street parking simca; purl:ing lots debouche in ruszh
hours, as E4 Hoover points ocut; old lmﬂd!.ngm l.uck parks.ng s UBE attemta, old
heating plants pollute air; etec.

Vo Evaluate insimvations of Margolis, Back, at al.
that high denmity rof :::emtrate city leads to higher public costs.

D. Aggregate effects "

¢ The effect of taxing buildings is economically haxmful. This warrants

exploring tax alternatives. So we proceed to next topic,

L
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4. Proposed te;x on site value
as Theoretical rationale (ﬁeluta to 1, a)
- opporfunity price(*highest and best .us"é")}} building is r;esidﬁdl
{Babeock). Capitalized inceme or mavket price methods.
~ Steadiness {not constcmcy} over the yeqza-natuze of imputed land
income from long-term impzwements.,
« Superiority of capital velue teo annuval income as tax base.
- Puhblic value concept. Envirmzﬁental ve. owner-controlled factors.
What %o do with a big owner who performs same public functions, callécts for
his spillovers, etc. _ -
- Ability ‘ﬁo poy and Béﬁafits recaived; fiscal deficit and suxplus
generators, or dependents and patrons.
- Reject historical cost end land~residual methods,
~ Consider arguments of Pisher, Ratcliff, Wendt, et al against
poselbility of separating land and buildings. |
- Compare different tax bases with corresponding zental arrangements.
E’iscal‘ levar_qge ve. fiscal shazing. Taxation can be less depressive than
leasing because of municipalities® legal power %to.assess land,
bo Dafining tex base in practice
(i) Use of proximity in assessment: interpolation; accsss the key
B - Contrast to current practice |
- Significence of land value mop. It shows use of proximity
a3 measure of site, shows use of opportunity value as underlying concept.
- Development of cadastral techniques. Contouring, blucking,
atce A big projgct.
~ Need for drastic change in hub:_l*ks, concepts, ond attitudes of

most asgesscors. Not simply taking present assessed valus of land. Hust bring
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deep understanding of objectives of tax policy to the operating level; also
bring operating know-how to theory lavel,
(1i) Sources of land value data; their iritarpratots.na

« Sales; bid and ask prices; rents of old and/or uninsured
buildings; income fxom parking lots, golf courses, drive-ins, cemeteries, and
trailer parks; effect of diffevent lot mizes and lease terms cn sale values;
effect of street widening; appraisal by experts: model building; cowparability
method {Babcock); expressway acquisitions of wvacant land (unfortunately where
they acquire land with old buildings, their breakdowns are useless; but they
also acquire a lot of campletely vacent land. Also, see how they justify
allocating o low shore of a price to land next door to a vacant parcel for
which they paid highex.)

«~ Possible supplementa generated by shift to land wvelus taxs
self-asseasment of vacant ‘lcma; registey of bid and cek prices; active turnover
of city-owned land; faster turnover of private land ‘due to land value tax;
lecse bids for city-owned land; put up zoning for bid; assess by zoning
{dangexi ); let anyone bid for temporary use of vacant land; let city assemble
land with plottage potential, using eminent domain, and recp iatent plettage.

- need for new experience tables for despth, corner, plettags, ete.

(1ii1) Signals for changing valuation |

Ho longer anything mechanistic, like" a building permit or a sale,
or other registered happening.

Gradualisn, over time. Value of ripening land wises along cmpuun)d
interest curve, zrather than moving abzuptly to higher use. Value of :amuiping
vacant lots vises ropidly as a subdivision £fills in, and so, therefore, nmGat
value of land under standing buildings.

(Gradualism ovexr space, as well)
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- Public works plans and completions call for zeassessment.

(iv) Special problems in use of proximity

- Kon-location differences iike subscil

- Difference in access: abrupt changes, exceptions to gradualism.

- Plottage and subdivision (size of parcel owned). (Include here
furthex comment on the big owner problem opened in a.) |

~ Spot zoning

= Denmolition co=zts

= Monopoly, and bilateral monopely (one buyer expanding;
preemptive buying of key sites for new shopping c;a';tots > @tcs)

« Public takinge-is thiz a land value?

{v) Tax dodges to overcome

- Exemptions for unused land ollegedly attached to or plarned

for development in an oxempt use. |
= Covenants for low use

» Large lot zoning; exclusive Low-usé zoning; spot zering and
other mbiguf.fy. [Assessing of high»density zoning is chly dore, but Wam
the traps low-density zening is the tax dodge.)

- Delinquency, with redeaption rights exercised if avea develops
- Elderly exemption '
(vi) How far to carry the ferreting ocut of latent value?
- Ways thot latent value is suppresssd or concealed
Fallure to subdivide or assemble; wsck owsers; zejection of '

incorporation; pteclnsive incorporation to rejesct urban dawlmﬁ, ‘neighborhoed
failuze with &nter-&qpendent ‘axternalities (work in fron the f"i“g"s’ tax grand-

father privileges of old buildings)
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- Pzagmaf:lc criterion. Do as much as you reascacbly can in the
clircumstances, and whdt will do the most good,

~ Latitude in recognizing latent value. Coordination of assess-
ment with public works and zening ond pjonning.

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

- Reom for compromise-~-discount latency for improbebdlity and
futurity. Use discount factors rather then sharp classes, [Political velue
.of lower assessment of small lots with latent plottogs, whers they ave 6ccup:lec3
by weak resident-owners.] Thus, small lots with latent plottage are assessed
for value in present bounds plus part of plottage, oa rationale that plottage
will be realized sometime, mo it is like assessing peripheral land for discounted
development value. Added rationale, assessing plottoge speeds realizatien. Th-
astual aszenbly of land and realization of plottage may finally zaise volue,
making this o tax en assembly. Howaver, the deterrent effects are overcomr Dy
the compromise solution of assessing the wrongly sized parcels above the
texminis pazibus value, so the landowners ars always batter off to agse-mble or

divide to the optimal =ize.

{vil) Presentation of a tentative map of land veluation o8 i3.
Digeuss it. Ie contouring appropziate? Alternative block met).ds, ete.

{wiii) Dimcuss probable land ﬁulmtion contours aftsr bulidings exespted.
d. The m#ot
(L) His great latitude and leverage.
{i1) Need to coordinate with other officials.
Mugt f:eep eadaster up to date, chonge frequently, without mgara

to saie or building on the ai.'l_m being chongede A difficult copcept for p:e‘sent

asgessors to get, departs from current practice. (Cf. 3, b, iii)
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{iv) Heed for fundamental change of ou'éloék and ingzained habits.
Assesszor's methods are as important as legislation. Present methods ave basically
‘inapprepriate in many ways. The formation of opinien and professional attitudes
through professicnal troining and conferences and research--lagislative bodies
cannot spell ocut details nor do originel thinking. Climcete of opinion counts--
both expert and popular. Assessors can lead, but can also ba pushed by other
groups., Desire for live, active, thriving commmity is essential.

{v) High relative importance of cssessor and his operating concepts
and methods. Hodest self-image of present.aaaeasora, engrosszent in minor detail,
fear of protests. ang'a in job--would be upgraded; require fewer men but nore
leadership. |

ds Some exotic components of proposad tox base

Gzandfather privileges S

TV frequencies

Use of space on clty streets: taxis, delivery tzucks, gas statiocns

Uncontzolled combustion?

Liquor licenses

e. Some related but distinct propesals that shed light on present proposal.
hAzsessment freeze, etc. -

Municipal absorption of demolition loss

Increment tax

Public acquisition and leasing
5. Anticipated Bffects on land use of untaxing buildings and collecting the
sane lavjr from the land value base.

. General 7
- Comparative statics the method here--transiticnal problems come later

- As before, explain meoning of Yeffects.!
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bo Positive Effect of taxing land
- cm:!.t ratiming effect
- Offset to income tax exenption of implicit income
- Offset to income tax favoritism to deferred income from oppreciating
iand |
- Leverage--psycholegical and measurement bies effect.
¢. Effect of untaxing buildings on ctemistic parcels
Reverse of effect of taxing buildings. Reprise.

d. BEffect on costs of urban ciroulation. Goa distzibt;tim costs oF a
case study, using data developed with Milwoukse Gas Light Co.

e Effect on public costs that oxe functions of space: f£flood contzol,
trees, street lights, ete. Reprise of much matericl from 1, Land and fiscal
problems. ‘

f. Effect on public costs that cre functions of pecple. Reprise of matex-
1al on school and welfara costs. |

go . Spillover ond agglomerative effects of taxing land, and untaxing build-
ings. |

Bring mony threads together hers--this is o climox.
"The Urben Potential.® The benefits of’hziuging togather compleaentarxy

*

unes,
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THE URBAN POTERTIAL

(1) Maximize access to the cities® basic locating factors, for example,
the ﬁaterfmt, a focus of int_erregiénal transportation routes, a load-brecking
point. The basic locating factors make a place of maximum mutucl access for
the region served by the city, a place for marketing, storage and service.

{i1) Devaelop the locating factors. Increase frequency of saﬁi‘ce by watez,
rail, air and hiéhways. (The reason mest commonly given by shippers who do
not use the Port of Milwaukee is not the monetary c*ost but the delays. ) 'Drddge
the harber, lengthen the runway for jets, and uttr&;t new forms of transperta-
tion. The location of alrports in fact could be anywhere but they locate near
conters originally‘estahlished by other means of transportaticen. The basic
locating factors are a city's window on the world; developnent opens the window.

(i) H@n&a mutual access of local pecple ta each other for sociability
and axchange. |

{iv) Share the common costs of large-scale and ’highly varied facilities.

{'v')l Widen the mavket to permit speclalization. "“The division of labor
is liﬁited by the extent of the market,'

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

(vii“), Promote competition. In a small town there is room for eamly one each
of tci;étul kinds of businesses, and if you don’t like the price that's tough.
In a laxrge city you develop neighborhood spacimlizdtian-ea financial district,
high-style stores, office districts with docfors and lawyers, even honky-tonk
strips like Bourbon Street, automobile dealerxs® blocks, produce markets, whole-
sale district, skid row, hotels near the railroad teminnls, etce The indi-
vidual shops in these specialized neighborhoods compete and cooperate simul-
taneously. Like the individual petals on o composite flower they make a large
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enough splash of color to attract the bee. Once he“ & thers they canxpate but
if they weran“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 quarterse=
the variations tend to offset one another so that the flow of demand and supply
in a cmtral market has much less percentage variability than that in any
outlying market, just ag the Mississippi or any river at its mouth is much
more stable than any of the tributary streams. Unemployment of labor is dis-
tinctly leas in larger cities than in smallex, for theé zame reuson. |
{ix) Improve cradit ratings both individual and collective. Individual
f:lius in the city have better credit because the city itself gives stobility,
and the _«:‘:if:y itself has good credit because of its aggregate stabiiityo The
city uses its credit to provide social overhead copital for business such as
water supply and sewage disposal facilities which outside the city the businesas
must provida with its oum aap:f_.tul‘. Thus small business thrives in big cities
better than in smaller ecities. Individuals’ credit also improves when they
are nearer to lenders and Dun & Bradstreet.
| {x) Multiply and diffuse knowledge and informgtion. In the city informa-
tion is Qi.ra;lated and pooled and is not lost in tha telling and the sum just
keeps on growing. Information travels faster and one keeps more current the
more contacts everyone has. ‘ _
The city lowszs the cost and reduces our dependence on advertising.
Buyers cﬁne cloger to sellers and see them as thsy are--not as an image created
by billboards (and billboards incidentally take up a 40-foot lot or so for each
one and even more 1f they axe to ba effective on o high-speed axpressway, while
a small cord in the window might have the smme impact on a stveam of pedestrians.
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Contacts increase with square of numbers. Consigny's work on
. evaluation of e¢rime data.

{xi)  High turnovez. In the city you do more business per dellar of capi-
tal, which is all to the good.

{xii) Flaxibility. The better the acccess among different firms the more
they can cooperate, subcentract, join in syndicates, lease ond sell buildings,
borrow equipment, atc. ‘ |

Also, h:l.ghér turnover of buildings. Cities ‘light on tlnﬁ feat,!
reody to retool for new demonds. Milwankee’s loss of new industry, excessive
relidnce. an old standbys.

(xiii) Encourage small business. The big city is the obvious place for the
saall businessman who lacks the capitul 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 erxor in Urban Expane
sion.) Without the city the individual ecorporation’ takes on the functions of
city government and virtually bscomes government in the pattern of the company
town, which is not too diff@rant fron a feudal hacienda in Paraguay. '

{xiv]) Bring government into contact with the citizens. Compactness of
popﬂqtiou ailous specialization in government just as in trode. The city lets
governments organize functionally rather than regionally.

| {xv) Maximize the great benefits of serendipity. |

(xvi)} Pemmit greater individuality and non-conformity. In the ¢ity you
can £ind what you want %o please minority tastes. The farther fzom the city
the more one must rely on the bood tube. Or the less compact the city, like
Los Angeles. ‘- o

{xvii)Prowote 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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{xviii)Let culture flow. From the country juke box to the Metropolitan
Opera. Let's not ovexstate that. The Emporia Gazette may be better than the
New York Daily whatever it is, but remember I om tdlking about the urban
promise, not the fulfillment of it.

(xix} Increase the number of combinations of pecple and resources, each
diffarentiated. MNumber of possible combinations (of things taken two atA a
*l;ine)e Increases with square of numbex of people {goods, buildings, machines,
books, etc.] One salects the good combinations, of course.

{xx) Bring storage near to supply and d_euﬁnd', thus minimize need for peak
capacity in transportation.

{#xi) Lower distribution costs.

Accelerate initial use of capital in disfgilmtim networks.

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

That is the urban “promise.” The promise has not besen fulfilled in Milwaukee
bacause the city iz not at all what it should be and could be. But the ful-

£illment of the urban promige depends on easy mutual access of the patts ql‘

well as timely renewal of obsolete buildings--which we do not qccmpli.shu' |

But, if we did, we should find that the advantages of muximizing access ameng
people led to a cumulating, snowballing growth of the strength and secial valua
of the city. |
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h. Aggregative effects

'fhare has to be a limit to urban growth. If there were constant
demand for a city's exports, and increasing returns without limit, then ome
city would serve the entire world. "

There ave increasing costs: water supply, waste disposal, aix
pollution, etc. |

There is limited demand, so after some point a city wants, from its
parochial interest, to limit production to valorize its property. Then, taxing
buildings has a rationale.

The thesis here is, however, that there is no foresececble limit to
demand for Milwmikee exports. There are no significent increasing costs
based on resource scarcity--least of all water supply. So the limits of growth
ars another kind of increasing costs: the costs of administering government.
That 48 the bottleneck.

This may also be described as the will to grow, a willingness of
some urban group or ogency to accept thoadded burdens of larger size.

6. Adequacy of the land tax base.

a. Assume an cpen economy, (but with some locél unemploynsnt aqnd undezr-
exployment of labor). Labor and capital migrate freely. The city has little
woniopoly power over hinterlond--realistic for Milwaukee, The city bankers and
FHA director talk as though they were cartel directors, stopping building to
correct oversupply, but thiws iz self-delusion husmin on looking at a small pazrt
of the loonl rarket at a time. (Katz and upattment;: Uihlein and bank build-
ings, etc.)

b. Assume, as before, that increased land taxes are not “cmerous' (in

Morshallls sensa), but either finance odded services or lower other taxes.
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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 depsndents.
Roemission of building tax capitalized into land values, “conservation
of economic energy,"” (see my Testimony before Douglas Commission), so land
taxes can be raised without lowering land values. However, the xate may have
to be higher. Present mathematics--worked out in my letter to Percy Willioms.,
c. Reduced urban sprawl and floating value is likely.
Reduced holdout asking prices are likely
In that mense land values should fall. But asking prices are not
presently part of the tax base anyway. |
d, Remission of building tax more than copitalized into land value because:
I. Excess burden. Higher use of land yields more economic rent:
Yields it soonsr, as well--sae my talk to Ozegon Tax Policy Institute.
IXZ. Spillovers
III. Realization of urbm potential
IV. All land taxed as though at full potential--now only a little is
Vs Reduced public costs, because new and higher buildings substitute
for publiec cutlays.
Cite Sydney's high land values, and other Australian experience.
Refute Heilbrun's gloom on this. Chide unimaginative use of
assessed values of land subject to building taxes, and of Nat. Bureau data.
e. Land tax base can be increased without limit if necessary. (This is
a prime factor scaring local landowmers away from it. Otherwise it is to

their myopic advantage.)
f. Increased employment reduces welfare costs, with no increase of school

costs (because the people are already herxe).
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g. Ease problem of adding institutional land to tax base, vhere not
raqllj' uged. You can'“t put o market value on a church, but you can put an
opportugity valus on its land.

ho Arguments for inadequacy

- X« Marginal capacity (e.g. a story) yields no rent, but adds to
pubiic costs, congests commons. "

Refut:lnga taxing buildings is Inot taxing pecple or autos; the
congesting agents. It encourages autes, greatly, Welfare cases live in old
houses. Police and fire coats ave _hi.gher 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 agreas
in utility, street, and other policies.

Develop this.

IX. Marginal cnpacity compates, lowers rents for all.

" We have assumed away crguments on which this reste, that city
has a monopoly position to exploit. _
IIl. Commons azra conges'ted; in stage of increasing costs

This is a short-run argqument, refuted earlier.

IV. It is necessary to screen out fiscal dopendanté and other less
desirable citizens by a high admigzsion fee: zequire high building standards,
enforee land consumption by mn:;ng. then tax the buildings besides.

7. Chonged distributfon of tax burden and pattern of land values; implications
for equity.

a. Among types of land use.

The usual generalizations ars misleading, becouse based on short zun,
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i.2. the dtundhg improvement rathexr than th:a potential improvement after

tMo. | .
_ Thus, vacant lots pay more. But exemption of potam-ial-- ma.&mgg _
bemﬁﬁ them a8 much as, and often more than, land under standing buildings.

'!’hey can tqka advantage of the new opportmities sooner. So the value of mizch
vacant land will rise. ’

The long-run shift of values will be in favor of land whose best use
is copital-intensive, regardless of present use. The remisalon of buildings
taxes will increase the land tax base, so thera will be no great redistribution
of valuess Redibtribution will be only ainor, in faver of land whose sxcess
burden frém hui.ld:lng taxes has been grectest.

The historical coheesn with "confiscation” has haan gzéail?"Wat&rnme
So long dé the tax levy remains the same, there is mo overall confiscstion of
land; nor any great shift among typas of land.

b. Among vieinities

In short zwn, tax burdsn clearly shifts toward centar of city, and
‘toward fringe areas avound expanding city and around expanding CED,

In 1eug zun, much depends on factors wh:l.ch I de not eag.-ect to bée ablae
to foumt aceurately. Central renml will tend to suck in a lot of demaend
now saattau& over four cmmi:iaa. But mval of taxes fyom huil&ings on
marginal land, taken by !.tnelf, tmﬁs to extend the margin, :loea to pull the
city outuards,

. Probably the answer is that cities wlﬁch cease taxing new lms.ldﬁzgs
will also be sioved to cease subsidizing new subdivin!.m in their copital
budgets and utility policles, aso tlw Ret affoct will be o stronger centripetal
pulle That is also supported by consideration of large amounts of wacant and
derelict land in the inne¥ city, |
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Gzanting that, then fringe land will lose value--:iot largely from
higher taxes, but lower demand.

c. Among taxpayers ranked by means, income, liquidity, and other measures
of progressivity |

Ounership of appreciating land is especilally concentratsd. Also CBD
land. General szhift away from intermedigte middle-claes belt, to center and
speculative fringes.

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

The International Major 04l Companies as a major group whose taxes
would riset gas stations and tank forms, and pipeline tenimls.wn:i;.?

a second. The Ulhlein family a thirxd.

Tenants, Short-run gains, as supply of buildings rises. Offset by
immigration to this open economy.

Effect on extent of tenancy. Apartment scare, but condeminium helps,
ef, New Westminster, B.C., with highest percentage of owner-occupied howes in
Canadae |

Refute Halg's specious reasoning on this.

Effect on credit rotioning and thence distribution.

Bquity: winners cutomatically compansate losers from public works
changes.

d, Among jurisdictions

Relate to (a). City of Milwaukee and innter suburbs 4 gain
population and copital and land value from ocuter suburbs, if all ted over.
Problem is, given local option, some outer subuxbs would shift over and innex
mldnﬁ t, the ovarall result being uneconoaicols Argues for mov the decision
to State or County level--mandatory to exempt buildings (precedent: California
Water Code of 19173
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Premature outer suburbs would be drained of both tax base and need
for one.

Relative contributions to County of different mumicipalities would
changes This affects political feasibility. mly_;e these relationas. Central
city may be more exposed to ocnerous taxes under lana system.

- Ses IQMS ppe 20-22 for incipient analysis.

Many suburbanites own land in ¢ity; and ahsahtu ouned real astate
is more land-intensive. Annexing suburbs comnot touch biggest absentees ¥
jet-setters now in Miami, La Jolla, etc. But the land they own 1s i.n‘ Hiiy:aya?s'ea.
8, Tronsition _ : | |

Important. Most of our lives are spent journé‘aring hopéfully, rather flﬁ.ﬂx
arriving. And the journey comes befors the arrival. o
as Public works.

Inherited: a pgtte;:n of public works keyed to lond use intcnsiti:él
and types bused on present tax constraints. Also, a pattern of cxiteria for
bullding end sizing extensions. The poured concrete is immovoble, the th:l.hking
of city enginem is clmost as concrats, but more l:;peful of change. It needs
to be coordinated with mew tax policye

Inherited excess capacity of civil engineering, land development
investments. MNo need to hold up outer land prices to stimulate more, during
tzansition.

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

More thinking needsd. Sse work under 1, Lond and fiscal probleas,
on costs of urban clroulation.
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b. b:l.v:l.ded interests

- Mortgaged land

- Leaseholds. Who is licble for tax increase? In Hawaii, the lessee.
Beware this problem. Sovereign can specify on whom it levies taxes; contracts
in anticipation should be void.

| c. Incremental apprcaches o 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 (a® in
Prairie Provincees, 'teens). Investment forecasting is very hard when a city
changes character rapidly.

But which is the ‘best’ land? Probably in center, but it depends
on intensity quotients. See ICMS pp. 20-22 Sequefice of development is import-
ant, just as with Columbia River dams, or oil wells. Work this out. |

11, Voluntary basis

= Local option of existing municipalities

« Urban Renewal Districts

« Individual option. This is sneaky. A few would change, and
soon everyone would realize ha' had to change, or be left behind. Thosgwho didn't
change would f@ their land assessment rising anyways, as it was bid for by
buyers who had the option of changing.

‘e XXXe Partici
Freezes
Graded tax
IV, Zening
Auction high density zoming to high bidder. |
Give high zoning only to those who go to land value taxation system.

Caution: Open door to tax dodgas.
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Yo Loeasing
City acquires land in venewal creas. Raaps plottage,
replatting lacrenents {(cf. Welzas rotionale). Regps spilicvsy goins from mow

buildings. Leases cut land free of building tomes.

310. Heed for cooxdination el pevapociive.
Property tax policy ié' anly one of seversl urban pelicles to enhence walfozes
Raprise of othex rolevant policies gpecified sacliez. '

Egsenticl motter is ‘tha intent of the power estoblishment. Heeded futwrae

reseazch in poelitical sciencs: haew orsate o power structuze whose concept of
self-interest c.mi:m&&a;a with the g@ém@l @cm@ic welfazra? Guzr sectien on
intorjurisdictional zelations 1s a besis for such studys

Hemtime, avery city cemplex can help itsélf: realize the wrbon potenticl

by reforaing lts local property Tox.
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