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as a Tax Base: Probablel;andnuse-impac%s—in‘ﬁilwaukee County
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INTRODUCTION

The use of site«éégé%%§£1 as the base for real estate taxation was a
burning issue in this country and abroad for many years before the First

World War. The movement scored a few electoral successes -- in Denmark,
Australia, New Zealand, western Canada; the Irrigation Districts of
Califorpis. and elsewhere ~~- and, where it lost, still often won concessions
from assessors who brought up their land valuations to meet or forestall
eriticism, or because they themselves believed in it. The idea tended
to travel with the Progressive Movement, and, like that Movement, succumbed
to the postwar return to Normalecy. The New Deal synthesis y by-no—means—=—
earbon-gopy-of-VWilsen's-NewPreedom, exciuded the idea almost entirely.
Economic analysts on the whole flagged in interest in tume with the
times, so that now two generations of eccnomists have shattered cld icens,
and embraced new, without much relieving the generai ignorance of this
subject that had become ritualized by 1920. Recent economic literature
may give oa§ & nodding acquaintance with the idea as an abstraction, but

none at all with its practical application in the age of freeways, s=—sny

seen an unexpected revival of popular and professional interest in the use
of sitqugﬁgﬁﬁia& 85 a tax base. In part this is a reaction to the
disproportionate inflation of suburban land prices after 1950, with land
assessments. lagging far behind price increases, and new buildings carrying
the major tax burden. In part it is a general malaise over the inefflcacy
;& '*"vom{ P ovwa D
of the socisl reforms of the 1930‘sﬂto contalnvnrﬂ ! prawl ew check the

cost

Amexcrable spread of blight,y In paiiklt is the recent fap%? igﬁrease of
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real estate taxes which has raise& them over the "sqaawk uhresholdi“amﬁrof/uﬂcvdﬁfwau«
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heightened the need to lewvy them - M. LR ?arf'

it is the rise of tax rates generally, with;t concomitant popularization
. Fay - VAL e,
of the*!gnubﬁe#-tax—avoidanceAthat has’ left few seo?fers unconvinced of the
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foree ofk%exatu;n 1§Ape@ver%&d§'economic motivations. And in part it is

the growth of a new generation seeking, as all generations, to wr&%ehqéx; 44;04”“
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The revival of interest has lemp-simee reached the point when many
responsible officlials and comsultants are asked, and ssking, just what
would happer if the proposed éhange were wrought: if real eéta%e taxes
were levied on site~¥g¥£g£mal regevrdless of present structures and uses.
They sesk in vain for much professional economic guldance based on modern
conditions and modern analytical techniques. This monograph purports to
i1l a part, at least, of the need, by seeking to foretell the likely
land-use changes that would follow from use of sitewsg%%g¥ial as a tax basge.

The mwonograph covers a broad subject by focusing on only cne of iis
many aspects. It avoids as much as possible embroilment in the more
incendiary snd subjective ldeologieal aspects, like—fissoli—eguiby—ax
inbergoveommmentad—reiwtioms. It illumines only incidentally vital questions
of capital-ocutpul ratios, public ¥s. private investment, and aggregate
econowic activity. It limits itself simply to laying out the speeific,
objectiﬁe effects on land use that would follow from levying local real
estate taxes on site~\/* #g;z%eaé of, as now, on site and building
combineda

That is a sufficient task, andé a useful prerequisite to broader
discussions which gg;:é;&ﬁgrwill follow. For if half the cacaphony that
hes sounded abvout %this issue manifests only discordant premises and
Smeeupstaslede grand ideclogles, the other halfl betrays sheer technical
uncertainty of what is being proposed, and what it would effect. This
monograph secks harmony by reétricting itself to a range of objectively
resolvable questions of the form "If this, then that." Whether the resulis

are opn the whele melllfluous is another question which individuals will

answer according to their laghts—-1@he-nh3eutIvg-mEthnd“gnaran%ees_no

The narrow and specific focus of the present monograph should not blind
us to the wider implications of the subject, which ramify throughout all of
economics. Probably the most exeitims—smd important of those is the effect
on the enormous coustruction and allied industries, and of course the
indirect reverberations of such effects throughout all business and

employments. Exempting from taxes the produets of the building business
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would ebviom=ty comstitute quite aa-eeaaumze—a%ﬁm&%ust; a 2% yearly tax on

34
buildings being roughly the equivalent of a 30% lump sum sales %ax on # new
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building. Yet the net aggregate impact of a change to the sxﬁe~potential base
o G#?WCE thvettrig

is not so simply discernmed, for &b would also tend to comsolidate settle~
The 4 5 fei
ment and thus reduce the volume of invesiment in transportation and utility
extensions. Which of these effects would prevail is a question the macro-
& mvedtpect

econonist cannot amswer very well withont benefit of some micro-economic and
land use studies. And so the present study should hopefully serve as back-
ground 10 later wider-ranging aggregative studies, and that would Be one of
jts highest potential uses. Meantime, it should have uses enough =zt the local

level where the issue is most often drawn todaye.

I. Hilwaukee County as a testing ground.

Milwaukee County on the whole is neither better nor worse than several
other testing grounds on which the probable results of taxing site~potentials
might be traced out, and that representative quality is precirely its virtue
for the assignment. It is an average sort of metropolis in many ways, as
to size, age, rate of growth, vigor, conservatism, percentage of home ownership,
divisiveness, concentration of weélth, spravwl, $exes, minorities, budgets,
standards, etc. It is even representative in that it cherishes its idiosyn~
cracies.

Milwaukee County’s greatest virtue for study is the way it wears its
heart upon’ its sleeve. Milwaukeeans love to talk Milwaukee, and their
newspapers, goveraments, and citizens® groups cater to this garrulous eiviec
disposition with a heavy factual diet. Milwaukeeans like to keep a clean
house, and théy wateh their public officials with suspicious and piercing eyes.
There is, indeed, a gnat-straining quality in Milwaukee's civic rsctitude,

e TS S
with more ado over petty pilferage than grand misdirection, but the civie

.,

character st=—2east manifests a basic honesty, amd generates the data by which




tc judge and correct itself. UWhere-essestial facts are accessibler—pettiness

ean—be—ignoredand-obfuscationdispeiict. Mitwankeeeoifers—um i Feady

answers;—but-afair cizmoeto—find-them. Public officials here rank high

Theakrwp—storitt=gEECoettr
in professionalism and prcbity’vhy—aay~aational—s¢aadard:, Many ef-thes have

whech vmimiimcLeq Gy f/'% e A.Lf/._bt-j,.

cooperated gladly in supplying the grist for this study, and encouraged it
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Milwaukee County analysis is faeilitated, too, by the relatively small
({ There arne more oulide the ) :
number of suburba, 18 in all.; These run the usual gamut of suburban types; W, fMhe. o,
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HMilwaukee County manifests the same trends and problems as all modern 5
municipalities, differing only in degree. Let us note those trends that +he
most bear on cur study. - 7 E

vy +— Al
fy;dkﬂhﬂ,

- = «» decentralization and disintegration. Milwaukeeans jolned the
nation in the suburban flight, and the building and Yank Uocke afbin Hordd
War I1. A few unfinished suburbs, notably Whitefish Bay, filled ou£ COMme-
pactly in this era, but elsewhere the boom strewed itssif=im bits over the
whole County and its neighbors. Industry, commerce and institutions accom=
panied the movement, and highways and utilities perforce were extended too,
the outer limes being modernized and emlarged as a rule before the central
ones. Central areas underwrote‘the'expanéign in several ways, supplying the
capital, and bearing the deficits of extending transport and utilities; New
buildings outside the central city escaped the fiscal deficit aress of the

old ¢ity behind them, but assumed the load of duplicating the city's
fiantoin e e e ) ; owutwind. .
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==immigration., The inventory of old houses seeking resale created
: 4
a low-rent vacuum to attraect rural low-income immigrants, among whom
¢ the “t'aner wvo
southern Negroes are conspicuocus. The Negro ghettoﬂburst its northerr!

dam and coursed aezmky to Capirnl Drive

ﬂt"w Ww éwc’ ' M,’Ho'(/f:vngf- mLH{LWM ZOrkm Fhe wesrrs,

There are swen about 200 Negro families sprinkled in the blocks northe
west of Capitol Drive and Sherman Avenue, an area of postwar buildings;
but on the whole, Negroes live in hbuses bullt before 1920, and it &= ) be
the urban sprawvl of that time that accounts for m of the neighborhood
integration of teday. Demnsity about 2:3.3 its ;w:;/ ;uiwi%rowi 'zud -y
vacancies in the "immer core." [ lding values tapered ‘oft as buildings deeles Fiimn
aged and obsolesced, lost their insurability, or made way for parking * %
lots and expressways, and:?gx‘zﬂ:lues weakened as neighborhoods deterioratedg
But immigrent demsnd for cheap rentals maintained a floor under values yof old /««w%mf, :
bxlgréstallm abandonment and rencwal. A

=-=pecentralization, By about 1960 the suburban boom lost its vim
as high land pricing and restrictive suburban zoning conspired to price
detached homes out of the mgarket, and old ‘homes lost 15=20 per cent of
their resale walue. Amagnapartment boom that could
bear high land prices., Many of these apartments are walkups in units of
b = 20, scattered almost as widely as the detached dwellings, where

5 ahimg 0Tiid 4 a5,

zZoning permits, But elevator apartments and some walkups can bear the cost
of demolishing old houses and so have revived building near the central
city. New high-rise apartments on the near northeeast side and the near

west side give those neighborhoods the city’s highest per acre population

dengities and residential land values, reversing the trend toward lower
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" denaities [_;nd belying any correlation of demsity with poverty;} By 1963

the expressway system, which was built from the outside in, began to

reach downtown and scquire land to loop it, while downtown was beginning
more new office space than in any year since the 1920%s, clearing lérge
ecreages under Urban Renewsl and Public Housing, experimentiang with assess-
ment freezes to spark renewal onlarging i¢s utility line capacities, and
in general é:iigiiﬁﬁéugh a second childhood, Recentralization has not
quite reached the center,; ss-the CBED grows north, south, east, and west,
while the old 100 per geant location around Third Street and Wisconsin
Avenue éﬁ:;;;:unzriggggg'is even some incipient revival of central

area i‘ndus'try0 in the "lower Third Ward™ renewal project on the southe

east of the CBD, although industry is reviving only weakly, and storage

and wholesaling not at alﬁﬁéf Qs bice i cheialion ot ‘7*“‘9 by oo

———  hpanry et
B, i-dicmcrm:ies A\;ﬁw lnbonetve whisons. L oV

While Milwaukee County obviously has been following nationsl trends,
Wo-calurna.

it has its,pesulinniiles- Let us note some of them that bear on our
subject,
==cgtrong county. Revival of county govermment to provide metro-

politan government, so often advocated, has quietly occurred in Milwaukee.

? airpont

The County presides over parks, recreation and culture, sewerage health

and welfare, expressways, etec, It budgets nearly one-third of local

spending and levies nearly one-third of the real estate taxowjggigzgggiggg—‘—

whweh w cotrolledd ww,c?- 35“,‘¢~ i
a motive towards competz*ive underassessment7A Loc;i afpessments s@e Rk "w;
W“/

equa%1aﬂﬁLsﬁ;ihSFGeunty—ievei--ha# an;nsuia locally controlled and

competitive underassessment takes thgﬂform of competitive underzoning and

iern
delayed subdivision,-Zg;rebyhmunieipaii%ées sacrifice immediate resale values

in return for lower county taxes, making a sort of commumnity project cut
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recreation system, free from the weus® restraint of mumicipalities
3 » [ Thew atwe puik Lard
fearing exploitation by outsiders, amountingte 4.1 acresoiper 1000

A
aenas
population in the cityl and 25,1 '(in the suburbs. Most of the lake front in

the city and southwards to the Osk Creek lipe is publicly owned, so—thed lu /M"ij
ﬂ%e riparian rights are not as great a factor in land value thesms as
in Chiesge, for example, CAMicage.
~—=complete incorporation. Every sguare foot of land in Milwaukes
County is mow in an incorporated municipality, asircumstence mot—unigue-
ut-e—tittis umusual. Some of the suburban jurisdictions are primarily
fo—be-reparded-ss preclusive or defensive incorporations, however, to
fend off the city, its compulsory services, its people,i{zng a;;g' taxes.
Forty-six per cent of the county area is vacant or in "farms." Much incor-
poration and annexation is so recent that the areas® development has gotten
well started without benefit of municipal services, and shows ity 5} rhe acalle. f
, the mnmoowu«aﬁaw<$ﬁgwwwc b publs'c sonvelipund,
--=gtrong central city. lwaukee, with 750,000 population, is
indisputably the central city, eleven times more populous than its
nearest rival, West Allis, and with eight times more land area. Blocked
on most boundaries by suburbs, it has broken through to the northwest and

nars MM
annexed vast supty—terriserdss, in the line of fastest growth. Despite

‘b mads For
its liability of aged geatrsl buildings aad defieit fiscal areas, its
?  per capita tex base is higher than several suburbs. Its city schools
have managed to remain well above the blackboard jumgle level, with
per pupil expenditures of § _ , better than the blue collar suburbs
of Cudahy, South Milwaukee, and rich West Allis, and 2/3 as high as the
"lighthouse school” districts of Shorewood and northwards. The lion's

share of new industry is being built inside Milwaukee, in spite of its



high tax rate, because of its superior services, superior 1and;and b=
ceptive éoningm The city cdntains the two major higher educational in-
stitutions, Marquette University and UW-M, the latter in a stage of ex-
ok The A min Ao iy :'t‘s»ﬁ[ owdd ('t uengfubnlosd,
tremely fast growth, It con a;ns the strohger two of four postwar gsgional
shopping ¢entersland most of the smaller omes. Rail, water, and highway
routes focus unamblguously on its CBD, around which the Interstate Express-
way system w&i& form. a 1oop with many local access ramps.ll; contrast,
f has il v s e

to tho-aterdididbyof limited access, et other junctionéz L e c¢city has a
history of building Winspection stricter than the national\norm, which has
helped limit blight ahd release sites for renewaI;] - ”aicAﬁHM4627-

--wgimple jurisdictions. Milwaukee County has a simpler majo;/hu<Wﬁf'7 wuw@}“ézag
jurisdictional structure than most other large metropolitan areas‘/most g
of its school districts following the lines of iggii§-municipalities,
as shown in Figures 1 and 2. The county school board can initiateﬁcbn;
solidations, subject to majority approval in the proposed consolidated
district. Thus, West Allis has succeeded in tapping the é;%;fggéé of
the‘tiny industrial fiscal enclave’West Milwaukee, while posh River Hills
has joized with almost-as-posh Bayside and Fox Point, and industrial
enclave Glendale, forestalling comsolidation with its poor and -pepulbus
western neighbor, Brown Deer. But those are exceptions; congruence is
the rule,

--wghared state income taxes. Wisconsin municipalities receive
a share of state income taxes. Many Miiwaukee suburbs therefore levy oaly
nominal real estate taxes, although MilwaukeevCity still requires a
real rate of 1.2%, on top of another 1.3% for schools and yet another
5% for County. Since many suburban municipalities subsist mainly omn
shared state income taxes, school districts and the County consume the

bulk of suburban reallestate taxes, and so municipalities in comsolidated

school districts feel a strong impulse toward competitive underzoning and



forestalling of subdivisions, which may help account for the five-acre
minimum residential zoning of River Hills. River Hills is in consolidated
elementary and high school districts, but convenient to two excellent

private day schools and parochial schools, which many of its children
to r—,/u_ Cb‘u«u
attend. Real estate taxes are largely an unrequited exportj and the

manicipalisy has every motive to minimize its tax base.

=-egomparable per capita tax bases. Per capita tax bases range from
wi'th a neeae —_—

$3,400 in St. Framecis to $18,000 in West Milwaukee, (Table 1), This eeszr (s ,&q

%‘l’?m “"mf m <.,
< range of [,030 to 192 90 found in A]legheny Ceunty&by W

b . e e e o
W n Fems tax palia, t iy ol obpiciion et
Pickard. A There are nﬁeally desperate orphan area%; in the County. Even o

the plight of St. Francis mtemporary, this being a thwarted power plant
? parasite, which lost its plant by a change of the state allocation formula.

. (,ovéu. 1(315“"—
It #5831 probably join Milwaukee soon.) The A importance of the ,qozmtv i )
7
(D Wis, e (neome tax dogy W&sﬂ

meliorates inequalities, ef—eceurses The -ﬁmu—shap-.’mg——-fefa%} Aal-se=ha-"=ps

du—one-way, -hecamse real estate income is shared with the mumicipelity of { over
brne nuidoats wMyW obe )

the site, rather than the owner's residence,ﬂ—uﬁak helps Milwaukee City and

? b L wtve ook widsd)

the industrial suburbs.’ The cofporation income tax is also share@he

/? " other hand, in an important sense the per capita bases differ more than 14 | Toble phooes
shows, because the equalized values shown forLbbe -  E—_—— o suburbs v wh 'Z"‘? Lo
Zotm A ‘
) are %ach below the latent walues suppressed by their Jew~densidy zoning.— that &, the
umir valued that wWowkd obtoin of Lots wew ¢red to rumlweocm

/1/ - And many recent low=-equity buyers, usually in humbler new areas, are in
2 KM & ;

@ ’ trouble from having underestimated future development costs and bought

unwisely at overinflated land prices. They are mnow hard-pressed to pay

e di s cop bone Aiadade - RH 0
Shiral Distes, trghet pe o g

+ha .
Nor w Lo taxes plus debt service. |
P S Lf—fdﬂ?/ tuc lins ane grrin CoVer)

~-=historical decentralization. The second automobile boom did not

put as great a strain on Milwaukee as on many cities, which helps account

for its slow bullding of modern expressways. Decentralization had already

preceded it. Major employers, export-oriented manufacturers with fewer ,Zma/(
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linkageﬁk had led the flight out decades ago, taking their front offices
with them. The Milwaukee CBD has long been weak, containing only 5% the
assessed value of the city, and even today there is no terror in rush hour
traffic. The shadow of Chicago, 1% hours away by train, hangs heavily over
the CBD, inhibiting-many specialized functions that would burgeon in 2
more isolated metropolis. The city's trade territory is perforce small,
and oriented northwards, (which is also the direction of dominant growth):;
storage and wholesale commerce and the professions are weak. The city is a
large machine shop, brewery, and insurance underwriter, in the Chicago
orbit. The CBD is further weakened by its eccentric lake fromt location.
As the center of population shifts west?ard, the CBD is pulled aparﬁ; Its
centrality is further weakened by the predominance of northern over southern
growth, which gives Capitol Court, at Fond du Lac;, North 60% and Capitol
Drive, a growth advantage hard to deny, the moresc as city annexations and
utility extensions proqeed northwestwards while most of the south is held
by adamant ‘septic-tank suburbs. "‘ - Cncful, Thay ooy he Aol v

=-=linear patterns. ﬁiﬁi;%gié; retail strips developed strongly as

secondary cenmters in the old Milwaukee: North Third Street, Mitchell Street,

(Vliet Street) North Avenue, South 16% Street, Greenfield Avemue, and others, ¥vw14&46@
I( K, Whkatesgpa,
accompanied by a policy of strip commercial zoning whose excesses cai only
be conveyed in superlatives. Strip zones shoot out on 2 score of radials

anenvatet,
and cross-town section-line zsads. The thought seems to be that anything

/Vi“LOQzQJ firnanced at a higher level of government for through traffic will be a wider,
-ﬁ“oQ, better street and should be commercial. Even the CBD is essentially linear,

twe
evincing more strength 25 blocks west on Wisconsin Avenue than sme blocks
wnten, wtn PLirlnton .
north or south of it§ Industrial zoming is also linear, following the
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meny plants with sidings no longer use them. The lske fromt, too, exerts a
strong linear influence on settlement. As far as zoning permits it, the

lake front is the densest setiled area. North of the high-rise zoning, 1tdlwukg,¢2: o

|MM¢¢G W“h f"lf
is true, fdensity is distinctly lower along the, lake front, but only om & 4

e o e g
—migme-scale zasi&e each north shore suburb. On 2 scale, the shora

ka,‘u«uma,

auburbs are denser settled than their western neighbors, Glendale and River

Hills. On the south side, the shore line sector is populous while the
f".b 5 4
neighboring sector to the west is agptibem howling wilderness.— and /’W A 5
-wwlow range of land prices. Linear decentralization and commercisl :

overzoning have produced a surplus of scattered commercial frontage so that zﬂvu/

Single family residences
compete with commerce for frontage on many busy streets, so—low is the
premiun for gommerce. Underdevelopment of mamy choice sites has diverted
demand outwards and diffused values over wide areas rather than focusing

them in well defined specialized high-intensity commercial zomes. That

applies as well to high-rise apartments, the next in the hierarchy of iand
uses, and to those still numerous industries, distributors, institutions, awn£;4~Vaa;“‘4
service and storage and supply and exchange and comngregation and assembly
funetions which favor location with good general access. Sharply def1ned-415%f
high pradients of change of land prices are found only;;ro;;dyh;sconsin

Avenue; on the near north-east side, declining westwards from the lake bluff
back down to the river; and on the near north side, the older southerm end

bf the negro ghetto, where deep sinks in the land-value surface are found in
residential wedges amcohg converging radials, contrasting with highs{o'me
radials themselves., Elsewhere, prices stay within a narrow range over

wide sreas, punctuated by special zoming or major crossroads, or the

Smpopiwnoke expansion dewmands of a settled institution or industry. The



lake front premium one might expect is neutralized by low demsity zoning in
the north, and County parks on the south. In general, unit values simply

slope off gemtly with time-distance from the center im a surprisingly un-

complicated macro-relief, from $5 a square foot just off the high rent cgb 2

The ﬂuwm @Mmé""u)

distries, down to values around 2%z a squarg foot, or $1,000 an acre, in
the "farm" areas (Fig. 3).4 Negative ne:i.gg5 rhood influence is paramount in

some blighted areas, but by and large is overborne by higher central den-

sities, soﬁ-?:—here is no major trough in the grey areas. Thelma r ridge

intruding in this gentle declivity is the secondary east-west axis of

Capitol Drive, 32 blocks asd b miles north of Wisconmsin Avenue. WO’L Arcice 2 e
1AL, & ot

=—--strong public transit. (Question: how reconcile with decentralization?)
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