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PREFACE

Preface to the Second Edition

Like most second editions, minor revi-
sions have been made in the flow, editing and
presentation of the first edition material. The
most obvious is a reordering of the chapters.
However, complementing these relatively mi-
nor amendments, four major additions are in-
corporated into this edition: (i) an enhanced
historical perspective; (ii) inclusion of a chap-
ter on the impact of water features; (iii) an ex-
pansion in the number of studies reviewed; and
(iv) a method by which local officials can es-
timate the proximate impact of parks and open
spaces in their own communities.

There is an aphorism which says, “People
who forget (or are never aware of) their his-
tory, forever remain children.” Children are
required to learn much by trial and error, be-
cause they have little experience from which to
draw to inform their actions. In contrast, those
who are familiar with historical precedent can
use it to inform their contemporary actions.
The proximate principle was a central feature
of justifications for urban parks in the early

years of their evolution in the United States.
However, in contemporary times it has rarely
been part of the political debate. Advocates of
parks and open spaces have either been un-
aware of this history, or have failed to recog-
nize its extraordinary potential power in the
political arenas of local governments in the
United States.

Hence, the first major change in this sec-
ond edition is the addition in chapter 2 of an
overview of the rich history of the proximate
principle. In developing this material I appre-
ciate the assistance of Steve Perkins of Liver-
pool City Council who has responsibilities for
Prince’s Park; Martin McCoy, Manager of
Birkenhead Park; and Hilary A Taylor Associ-
ates who are engaged in planning restoration
work at both of these parks.

A second major change is the introduction
of a new section, chapter 5, in this edition on
the impacts of water-based features on prop-
erty values. The evidence suggests that the
magnitude of their impacts exceeds those asso-
ciated with exclusively terrestrial park and
open space lands. The chapter was contributed



by Dr. Sarah Nicholls whose careful empirical
work on the proximate principle in recent years
also features prominently in chapters 3 and 6. |
am very appreciative of her contributions.

In the four years since the first edition was
published, the use of geographic information
systems (GIS) by local communities for storing
and displaying spatial data has become much
more widespread. When this mapping system
is linked electronically with home sales trans-
actions data which are available from realtor
multiple listing services, they form a basis for
hedonic pricing which uses multiple regression
techniques to identify the portion of sales price
attributable to proximate parks and open space.
This has facilitated the emergence of several
technically strong scientific studies in recent
years. Their inclusion as the third major
change in this edition resulted in a substantial
expansion of chapter 3. A similar expansion
has occurred in the number of cost of commu-
nity services studies reported in chapter 7. The
net effect of the new studies reviewed in chap-
ters 3 and 7 is to confirm and reinforce the
economic contributions that parks and open
spaces make to enhancing the property tax
base and stabilizing residents’ property taxes.

The technological advance that has facili-
tated the introduction of GIS and multiple list-
ing services data means that contemporary em-
pirical studies exclusively use sales transaction
information in their analyses, whereas some of
the earlier studies relied on the assessed values
assigned to properties by tax appraisers. Ap-
praisals are only “best guesses” and thus rarely
accurately reflect actual market values. Indeed,
tax appraisers frequently systematically under-
value properties in order to avoid having to
engage in a large number of negotiation or ar-
bitration procedures with disgruntled residents
who believe their property’s appraisal is too
high. Further, many tax assessors are unfamil-
iar with the proximate principle so they do not
incorporate premiums for it in their appraisal

algorithms. Thus, in empirical studies that use
assessed values to measure the magnitude of
proximate premiums, the data set is likely to be
inherently flawed.

There is now sufficient empirical evidence
available about the nature and magnitude of
the proximate principle to justify tentative
generalizations. Thus, the final major change
in this edition occurs at the end of the Execu-
tive Summary, where a “plug and chug” for-
mulatory approach is offered. This can be used
to derive an estimate of the proximate pre-
mium in a community. Again, [ am apprecia-
tive of Sarah Nicholls’ assistance in develop-
ing this approach, and to Peter Harnik of the
Trust for Public Land for encouraging us to
produce it.

My Luddite-like insistence on writing on
yellow pads with a pen rather than using a key-
board, means that I am reliant on others to
transpose my difficult to read scrawl and
sketched illustrations into a publishable format
that an audience can read. Thus, I am apprecia-
tive of the skills and talents of So Yon Lee
who transposed all the exhibits that were new
to this edition, prepared the page layouts, and
organized the material in “printer-ready” form
for publication.

Finally, as always, my thanks are extended
to Ms. Marguerite Van Dyke who typed most
of the manuscript and kept track of the many
revisions made to it as the writing progressed.
Her professionalism is manifested in the qual-
ity of her work, her patience, her tactful editing
and guidance, and the unequivocal support and
enthusiasm she always offers for my work. All
this is accompanied by kindness, unquestion-
able optimism, and a youthful-like exuberance
that belies her years. Marguerite has been my
friend and aide-de-camp for over a quarter of a
century. I have been blessed.

College Station, Texas, October 2004



Preface to the First Edition

There are two ways to measure the eco-
nomic value of urban parks and open spaces.
The first type of measure captures the capitali-
zation worth of parks by measuring their im-
pact on the value of land and property in their
immediate catchment zone. The second type of
measure is the economic value which residents
in the urban area receive from visitors, and
from businesses and retirees, whose decisions
to come to the area are at least in part predi-
cated on the availability of parks and open
space. However, the use of both measures will
provide only a minimum estimate of the eco-
nomic value of parks and open space because
the measures are not able to capture some di-
mensions of the benefits these amenities pro-
vide to a whole urban area. Such benefits in-
clude air cleansing, ground water storage,
flood control, elimination of waste, alleviation
of environmental stress and pleasing vistas.

This publication focuses on the first type
of measure and addresses the economic contri-
butions of parks and open space through their
impact on property values. A previous mono-
graph in this series reported the economic con-
tribution made by park and recreation agencies
through their role in attracting visitors." Other
economic contributions are briefly described in
Appendix 1.

The monograph reviews the principles and
empirical evidence relating to the economic
impact of parks, open spaces, greenways, and
golf courses on property values. In the context
of'this publication, the economic contributions
of public park land and open space derive from
two premises. First, they often increase the
value of proximate properties, and the resultant
incremental increase in revenues that govern-
ments receive from the higher property taxes is
frequently sufficient to pay the acquisition and
development costs of the amenities. This view
was widely articulated in the early years of the

parks field, but in recent decades it appears to
have disappeared from the lexicon of advo-
cates. Few park professionals today appear to
espouse it, and the author has never heard it
articulated by an elected official!

The second premise is that public expendi-
tures increase with development, because the
costs to a community of servicing residential
sub-divisions usually exceed the tax revenues
that accrue from them. Thus, the conversion of
open space to housing often results in an in-
creased tax burden on existing residents.

Many of the sources used in this mono-
graph were “fugitive” documents. That is, the
material had not appeared in scientific journals
or other mainstream publication outlets and,
thus, was difficult to find and access. Much of
this literature has been produced by graduate
students for theses or dissertations, land trusts,
park advocacy groups, or planners and con-
sultants for the narrow purpose of making or
evaluating the case for parks or open space in
specific local contexts. The scientific quality of
this work varies widely, but the volume of ma-
terial and the remarkable consistency of find-
ings reporting the positive impact of parks and
open space on property values is sufficiently
striking that concerns over methodological is-
sues are unlikely to affect the conclusions ema-
nating from this body of literature.

All studies that pertained to the issues dis-
cussed in the monograph are reported, irre-
spective of their conclusions. An effort was
made to be comprehensive, rather than selec-
tive, and to avoid the review becoming only an
advocacy treatise. Thus, results from all stud-
ies that were found which do not support the
case made by park and open space advocates
are included. However, there were relatively
few of these. While this suggests strong em-
pirical support for advocates’ positions, it is
recognized that there may be a lesser probabil-
ity of research which is not supportive of these
positions being reported in the literature. Un-



fortunately, negative findings sometimes are
viewed as being unexciting and not as worthy
of publication as positive findings.

This publication was commissioned by the
National Recreation and Park Association with
funding provided by the National Recreation
Foundation. It is a component of the National
Recreation and Park Association’s commit-
ment to documenting the scientific knowledge
base pertaining to the contribution made by
park and recreation services and amenities to a
community’s economic development.

The prime motivating force behind this
publication was Ms. Terry Hershey, the re-
doubtable doyenne of the conservation move-
ment in Texas. She heard me discuss these is-
sues over a period of several years and in-
variably commented: “When are you going to
write it all down? This is important informa-
tion for those of us fighting to protect the crit-
ters, open space and parks.” Ms. Hershey is a
board member of the National Recreation
Foundation. When Dean Tice, the executive-
director of NRPA proposed to the Recreation
Founda-

tion that this monograph be funded, she enthu-
siastically endorsed the proposal. So, Terry,
thanks for all the pushing and support.

The author is grateful for the assistance of
Ms. Jennifer Dempsey and Ms. Melissa Adams
with American Farmland Trust who provided
much of the material on costs of community
services. He is also very appreciative of the
assistance provided by Ms. Marguerite M. Van
Dyke who typed the manuscript drafts of this
publication, and Mr. Seokho Lee who prepared
the illustrations and formatted the narrative.

References

1. Crompton, John L. (1999). Measuring the
economic impact of visitors to sports
tournaments and special events. Ashburn,
Virginia: The National Recreation and
Parks Association.

College Station, Texas, April, 2000



EXECUTIVE SUMMARY

The real estate market consistently dem-
onstrates that many people are willing to pay a
larger amount for property located close to
parks and open space areas than for a home
that does not offer this amenity. The higher
value of these residences means that their own-
ers pay higher property taxes. In effect, this
represents a “capitalization” of park land into
increased property values of proximate land
OWners.

This process of capitalization is termed the
“proximate principle.” It means that in some
instances if the incremental amount of taxes
paid by each property which is attributable to
the presence of a nearby park is aggregated, it
will be sufficient to pay the annual debt
charges required to retire the bonds used to
acquire and develop the park. In these circum-
stances, the park is obtained at no long-term
cost to the jurisdiction.

In addition to public officials, developers
and homeowners have an interest in better un-
derstanding the proximate principle. Develop-
ers need to apportion the opportunity cost of
park and open space lands in their projects to

individual lots and to establish these premiums
based on the lots’ locations. For many people,
their home is their principal investment. Thus,
data that provide homeowners with informa-
tion on park proximity premiums have mean-
ingful practical value to them.

Several scenarios are developed to illus-
trate the proximate principle. They show how,
for example, a city council may invest $90,000
a year for 20 years (annual debt charges on a
$1 million bond) to construct or renovate a
park; which causes the values of properties
proximate to the park to increase; leading to
higher taxes paid by the proximate property
owners to the council that are sufficient to
fully reimburse the $90,000 annual investment
made by the council.

There are contexts in which the proximate
principle may exert a negative impact on prop-
erty values. Adverse impacts may emerge from
nuisances such as congestion, street parking,
litter and vandalism, deviant behavior, noise
and ballfield lights, and from poorly main-
tained or blighted, derelict facilities.

In most contexts where parks enhance



property values, the increments of property tax
which accrue go into the general fund along
with all other property taxes. However, four
vehicles are discussed which activate the
proximate principle to directly capture the in-
cremental gains and use them to pay for park
acquisition and development costs by retaining
the increments in a separate account for that
purpose. These vehicles are:

(i) Excess purchase or condemnation
which involves purchasing more land than is
needed for the park project; developing the
park, thus appreciating the value of the remain-
ing land; disposing of the remaining land on a
commercial basis; and applying the income
derived to pay for the original investment in
the park.

(i1) Special assessment districts whereby
property owners within an area of a commu-
nity agree to assess themselves an additional
tax to pay for a new or renovated park. The tax
may be apportioned according to a formula
designed to reflect the proportion of benefits
that accrue to each property owner, so those
whose property abuts the park would pay more
than those residing on the fringe of the district.

(i1i1) Tax increment financing where park
renovations result in increases in value of tax-
able property in the area, and the resultant in-
cremental tax revenues are used to retire the
debt used to finance the original renovations.

(iv) Creating new neighborhood and
community parks in advance of development.
Given their attraction power, they are likely to
become a focus for development. Their fi-
nancing can be retired from the incremental
increases in tax revenues from the properties
around them and from the exaction fees levied
on developers to pay for new parks whose de-
mand has been created by their developments.

The Early Empirical Evidence

The genesis of the proximate principle oc-
curred in the first half of the nineteenth century
in England, where it started as a strategy used
by private developers to quantumly raise the
value of homes in their developments. When
the rapidly growing industrial cities in England
were urged by central government to create
parks, they balked at doing so because they
were perceived to be a low priority. When the
proximate principle transitioned into the public
sector, it repositioned park expenditures as in-
vestments rather than costs in the minds of
taxpayers and elected officials. This was the
financial breakthrough that led to parks be-
coming a standard component of the British
urban infrastructure.

The idea transitioned from the British to
the U.S. context through the influence of Fre-
derick Law Olmsted. Olmsted brought the idea
of the proximate principle to the U.S. from
England; broadcast it widely based on its intui-
tive appeal; and provided data from his Central
Park project, which appeared to empirically
confirm it. Thus, in 1868 writing to the future
developers of Riverside, Chicago, he cited the
“vast increase in value of eligible sites for
dwellings near public parks” and over 50 years
later in 1919, his son Frederick Law Olmsted,
Jr. continued to espouse the mantra: “It has
been fully established that...a local park of
suitable size, location and character, and of
which the proper public maintenance is rea-
sonably assured, adds more to the value of the
remaining land in the residential area which it
serves than the value of the land withdrawn to
create it.” Hence, Olmsted’s data and advo-
cacy were used to justify major early park in-
vestments in many U.S. cities. Other early



empirical studies undertaken in two New Jer-
sey county park systems also endorsed the le-
gitimacy of the proximate principle.

Thus, from the earliest days of urban park
development in the United States in the 1850s,
through the 1930s, there was an insistent, al-
most inviolate conviction among park and
open space advocates of the legitimacy of the
proximate principle. It was conventional wis-
dom among them, but it was also espoused by
city planners and elected officials. A review of
the early studies emphasizes the long history of
the proximate principle and its early effective-
ness in persuading decision-makers to invest in
parks.

In the first third of the twentieth century,
developments of parkways and playgrounds
were considered to be as central economic, so-
cial and political issues, as the development of
parks. Hence, studies on their impacts on
proximate property were also undertaken. Al-
though these studies showed substantial gains
in proximate property values associated with
parkway developments, historical perspective
suggests that much of the value increase was
attributable to more effective and efficient ac-
cess for traffic and transit, rather than to the
parkways’ aesthetics. Early conventional wis-
dom held that playgrounds were likely to de-
preciate land values in their vicinity, but the
evidence from empirical studies in the 1920s
suggested this concern was generally un-
founded.

These early studies were fairly rudimen-
tary and naive, reflecting the underdeveloped
nature of the statistical tools and research de-
signs available in the first third of the twentieth
century. All property value increases were at-
tributed to the proximity of a park and the po-
tential influences of other factors were ignored,
such as house age and size; lot size; distance to
city center or major shopping center; and ac-
cess to other amenities such as schools and
health care facilities. Although historical per-

spective suggests the findings reported by
these studies may have been exaggerated be-
cause of their design failings, they illustrate the
rich historical pedigree and tradition of the
proximate principle, and its effectiveness in
persuading decision-makers to invest in parks.

The Later Empirical Studies

The limitations of the early studies were
much better controlled in the later empirical
studies which were all undertaken after 1960,
except for one pioneering pathfinding study
completed in the late 1930s. These later stud-
ies were designed to address three key ques-
tions. The first question asked whether parks
and open space contributed to increasing
proximate property values. Results from stud-
ies that investigated this issue were reviewed
and in approximately 30 of them the empirical
evidence was supportive.

The support extended beyond urban areas
to include properties that were proximate to
large state parks, forests and open space in ru-
ral areas. The rural studies offered tentative
empirical evidence to support not only the
proximate principle in some cases, but also to
refute the conventional wisdom that creating
large state or federal park or forest areas re-
sults in a net reduction in the value of an area’s
tax base.

Six of the supportive studies further inves-
tigated whether there were differences in the
magnitude of impact among parks with differ-
ent design features and different types of uses.
The findings demonstrated that parks serving
primarily active recreation areas were likely to
show much smaller proximate value increases
than those accommodating only passive use.
However, even with the noise, nuisance and
congestion emanating from active users, in
most cases proximate properties tended to
show increases in value when compared to
properties outside a park’s service zone. Im-



pacts on proximate values were not likely to be
positive in those cases where (i) a park was not
well maintained; (ii) a park was not easily visi-
ble from nearby streets and, thus, provided op-
portunities for anti-social behavior; and (iii)
the privacy of properties backing on to a linear
park was compromised by park users.

Examination of the six studies that did not
support the proximate principle suggested that
in four of those cases the ambivalent findings
might be attributed to methodological limita-
tions.

The second question that the later empiri-
cal studies sought to answer related to the
magnitude of the proximate effect. A definitive
generalizable answer is not feasible given the
substantial variation in both the size, usage and
design of park lands in the studies, and dispar-
ity in the residential areas around them, which
were investigated. However, some point of
departure based on the findings reported here
is needed for decision-makers in communities
who try to adapt these results to their local
context. To meet this need, it is suggested that
a positive impact of 20% on property values
abutting or fronting a passive park area is a
reasonable starting point guideline. Guidelines
on how local officials can apply these result to
park systems in their communities are given in
the section of the monograph immediately fol-
lowing this Executive Summary.

The diversity of the study contexts makes
it feasible to offer a generalizable definitive
answer to the third question addressed by the
empirical studies which concerned the distance
over which the proximate impact of park land
and open space extends. There was consensus
among the studies that it has substantial impact
up to 500-600 feet (typically three blocks away
from the park). In the case of community-
sized parks (say upwards of 40 acres), it tended
to extend out to 1,500-2,000 feet, but even in
those cases the premium was small after 500-
600 feet. Studies have not tried to identify im-

pacts beyond that distance because of the com-
pounding complexity created by other poten-
tially influencing variables which increases as
distance from a park increases. However, es-
pecially in the case of larger parks, it is likely
there are additional economic benefits not cap-
tured by capitalization into increased property
values beyond this peripheral boundary, since
the catchment area from which users come fre-
quently extends beyond it.

The Evidence Relating to Greenway Trails

In the 1990s, there was an exponential
growth in interest in developing greenway
trails. The nature of responses to greenway
trails is likely to vary according to individuals’
value systems and a trail’s context. Thus, even
narrow greenway corridors in densely devel-
oped areas may offer meaningful open space
and aesthetic value to some owners. The natu-
ral habitat and associated wildlife in a narrow
wetland in a greenway corridor, for example,
may be more of an amenity for some buyers
than living adjacent to a large golf course.

Some potential buyers of a property may
have no interest in hike/bike trails or linear
recreation activities, so for them there is no
positive counterbalance for the potential nega-
tive impacts of privacy loss, people flow and
noise. For other potential buyers, especially
perhaps those with young children, hiking, bik-
ing, and linear recreation activities may be a
central feature of their lifestyle, so access to
trails far outweighs the perceived potential
negative outcomes. These dichotomous life-
styles suggest why some are likely to respond
positively to trails, while others remain more
circumspect.

For the most part, the rationale underlying
the proposition that greenway trails may posi-
tively influence property values is different
from that associated with parks. Unlike parks,
any added property value is not likely to come



from the views of nature or open space which a
property owner enjoys because in many cases,
especially in urban trail contexts, there are no
such vistas. Rather, any added value derives
from access to the linear trail. It is a trail’s
functionality or activity potential that is likely
to confer added value, not the panorama of at-
tractive open space.

The literature investigating the proximate
principle in the context of greenways is sparse
and the sample sizes of many studies were
small. Nevertheless, the consistent pattern
emerging from them and the diversity of mi-
lieus in which they were conducted enables a
reasonable level of confidence to be placed in
generalizations drawn from them. Across the
studies there was broad consensus that trails
have no negative impact on either the saleabil-
ity of property (easier or more difficult to sell)
or its value. There was a belief among some,
typically between 20% and 40% of a sample,
that there was a positive impact on saleability
and value. However, the dominant sentiment
was that the presence of a trail has no impact
on these issues.

The Impacts of Water-Based Features on
Property Values

The value of a view of water has been
proven conclusively. Of the nineteen studies
reviewed that included a variable relating ex-
plicitly to the view of some water-based fea-
ture on property values, only one indicated a
significant negative impact while one other
listed an insignificant result. The latter finding
referred to a view of a small, freshwater pond.

The significant, positive effect of a water
view obtained in the remaining studies held
across all types of water feature, including
ocean, lake, river, and canal. Premiums for a
water view in the 1970s were generally in the
hundreds or low thousands of dollars. Figures
ranged from $573 to $1,340 in a 1977 study.

By the late 1980s, premiums of expansive
ocean views had reached tens of thousands of
dollars. In 1989, figures ranging from $15,000
to nearly $39,000 were reported for a view of
San Francisco Bay, though another estimate in
1994 of the value of a view of Lake Michigan
was considerably smaller, at $6,700. The most
recent estimates of premiums associated with
water views have been substantial, nearly
$46,000, over $75,000, and $115,000.

When considered as percentages of value
added, water views generally produced premi-
ums of between 4% and 12% through the late
1980s. The most recent evidence, however,
suggests that the value of such a view is grow-
ing in importance relative to the value of a
house. Studies since 1997 have listed premi-
ums from 30% to 147% for full ocean views,
and over 10% for partial vistas. Lake view
premiums of 18% to 56% have been reported.
One study found a 115% premium associated
with a view of a creek or marsh.

Many analyses have incorporated a vari-
able entitled, “on lake,” or “on ocean,” to
measure impacts of such a position on property
values. Such variables do not differentiate be-
tween view and recreational access but they
have consistently indicated positive impacts on
property values. Of the nineteen studies re-
viewed that utilized this type of variable, four-
teen reported significant, positive impacts;
three reported insignificant results; and, two, a
mixture of positive and negative results. Sig-
nificant positive impacts were recorded for
properties on the ocean, on lakes, and on ca-
nals. Insignificant results pertained to proper-
ties on a pond, and on a “lake or lagoon,”
while the largest negative impact (a $49,000,
or 12%, decline in values) was attributed to
location on a flat, featureless lagoon.

The earliest study of premiums related to
waterfront location, conducted in 1964, re-
ported an increase in values of $65.42. By the
1970s, premiums had reached the thousands of



dollars ($809 to $4,040). A 1982 study listed
amounts ranging from $7,900 to $10,200. In
1989, increases of $24,000 to $65,5000 were
reported. Today, premiums for properties on a
waterfront may exceed $100,000.

The decay impact of increasing distance to
a lake or ocean on property values is conclu-
sive. Each of the eighteen studies including
such a variable confirmed it. Unfortunately,
however, few studies have estimated the nu-
merical value of increased proximity.

The Analogous Case of Golf Courses

Almost 1,000 golf courses incorporated as
central features of real estate developments
were constructed in the U.S. in the 1990s. De-
velopers include golf courses to increase the
land values in their projects; to accelerate the
absorption of real estate, i.e., to sell their lots
more quickly; or to respond to physical plan-
ning or ecological conditions.

Contemporary golf courses integrated into
real estate developments typically exemplify
the important role of “edge” in maximizing
proximate residential lot values. The favored
designs are linear because they can accommo-
date much more real estate frontage than tradi-
tional circular or rectangular courses.

The magnitude of the premium associated
with golf courses appears to be in the 25 to 30
percent range which is substantially higher
than the proximate premiums associated with
parks and open space, but lower than that ac-
cruing from water features. However, the pre-
mium is mostly limited to homes abutting the
course. Those located two or three blocks
away are unlikely to have a view and, unlike a
park, frequently they do not have access since
casual use for purposes other than golfis often
aggressively discouraged.

Although the evidence is sparse, there is
general agreement among studies and reports
that approximately 70 percent of households

residing in golf communities have no members
who play golf regularly at the course. These
data when aligned with the substantial cost of
developing a golf course and the lack of devel-
oper interest in operating it, suggest more de-
velopers may consider creating a similar pre-
mium for their lots by using prime attractive,
ambient open space rather than building a golf
course.

The developers’ use of golf courses in de-
velopments mirrors the rationale that public
parks and open space has used for over a cen-
tury and a half, i.e., parks are an investment
not a cost because they generate more property
taxes for a community than it costs to service
the annual debt charges incurred in creating the
amenities. The high visibility, large number,
and success of these golf course developments
demonstrates by analogy to governmental
stakeholders and decision-makers the viability
of the proximate principle in the context of
park land and open space.

The Role of Park and Open Space Lands
in Reducing Taxes

It is often argued by developers and
elected officials that in addition to acquisition
and development costs, and operating and
maintenance costs, there is a substantial oppor-
tunity cost associated with allocating land for
public parks and open space. Because such
land is publicly owned, it is exempt from prop-
erty taxes. Hence, the opportunity cost is the
loss of property tax income that jurisdictions
would have received if the land had been de-
veloped for other purposes.

The conventional wisdom which prevails
among many decision-makers and taxpayers is
that development is the “highest and best use”
of vacant land for increasing municipal reve-
nues. This conventional wisdom is reinforced
by developers who claim their projects “pay
for themselves and then some.” They exhort



that their developments will increase a com-
munity’s tax base and thereby lower each ex-
isting resident’s property tax payments.
However, in the past two decades a num-
ber of communities have commissioned a type
of fiscal impact analysis which has become
known as a cost of community services study.
Findings from these analyses have challenged
conventional wisdom. They have consistently
shown that the public costs associated with
new residential development exceed the public
revenues that accrue from it. The 98 cost of
community services studies reviewed showed
that for every $1 million received in revenues
from residential developments, the median
amount the communities had to expend to ser-
vice them was $1.16 million. There was not a
single instance among the 98 communities
where taxes from residential development were
sufficient to cover the costs of servicing them.
New houses mean more children have to
be enrolled and bused to school, additional

roads built and maintained, extension of police
and fire protection and so on. While supposed
benefits of growth are loudly and widely pro-
claimed by a community’s growth coalition, its
associated costs are rarely discussed. The re-
sults from these studies refute the notion that
development of land is invariably its “highest
and best use” which sometimes thwarts park
and open space initiatives.

The evidence clearly indicates that pre-
serving open space can be a less expensive al-
ternative to development. Hence, a number of
communities have elected to purchase park and
open space land, rather than allow it to be used
for residential development, because this re-
duces the net tax deficit for their residents
which would occur if new homes were built on
that land. The conclusion is that a strategy of
conserving parks and open space is not con-
trary to a community’s economic health, but
rather it is an integral part of it.






ESTIMATING THE MAGNITUDE OF THE PROXIMATE PREMIUM IN A

LOCAL COMMUNITY

To undertake hedonic studies that calcu-
late the impact of parks and open spaces on
property taxes and the property tax base re-
quires considerable skill in computer mapping
and the use of statistical techniques, and it is
time consuming. It is likely to be impractical
for most park agencies to replicate studies of
this nature. Nevertheless, many agencies seek
a method of applying a valuation to parks that
they can adapt for use in their own communi-
ties. An approach is offered here for doing
this, but it is emphasized that this approach can
only offer a rather crude “best guess.” The em-
pirical findings from the studies reviewed in
this monograph provide a basis for developing
a relatively simple “plug and chug” formulary
approach that can be used to derive an estimate
of the proximate premium in a community.

The prerequisites for implementing it are
that there is electronic access to the assessed
values of property assigned by the tax asses-
sor’s office and that the community has a GIS
mapping system. Without these two tools, es-
timates of the aggregate value of the proximate
premium to the community are unlikely to be

feasible.

The following parameters are suggested as
reasonable points of departure for deriving
these premiums based on the empirical results
reported in the monograph.

1. The area of proximate impact of a park
should be limited to 500 feet or three blocks.
The empirical results suggest this is likely to
capture almost all the premium from small
neighborhood parks and 75% of the premium
from relatively large parks. The remaining
25% is likely to be dissipated over properties
between 500 and 2000 feet. Disregarding this
will lead to an underestimate of the proximate
impact of large parks which may be substantial
because while the premiums at these distances
are relatively low, the number of properties
within these parameters is relatively high.
However, adopting this 500-foot parameter
substantially simplifies the estimation task.

2. Grade each park in the system on the
five-point scale shown in Exhibit A ranging
from “unusual excellence” to “dispirited,
blighted.” The grading can be done either by
park staff or by a panel of residents familiar



with each of the sites. This scale is defined
primarily by the emotional response of people
in a park’s area of influence. It recognizes that
a park’s quality is defined by people’s emo-
tional response to it, rather than only by its
physical and tangible qualities. In every com-
munity there are fine, physically attractive
parks that receive little use, either because the
infrastructure or/and land uses around it do not
encourage use, or because the behavior of ex-
isting users discourages others from using it.
Such parks should not score highly on this
scale and are likely to be assigned to the “aver-
age” category.

The two lowest rated categories in Exhibit
A are likely to generate negative proximate
premiums and so will contribute nothing posi-
tive to the tax base. There is no empirical lit-
erature to guide estimates of either the mag-
nitude or the impact distance of negative pre-

miums. Thus, no estimate parameters of them
are included here. In a system-wide evalua-
tion, these parks should be identified as being
opportunities available to the community to
enhance its tax base if it invests in them.

3. Based on the results reported in the
monograph, the suggested premiums applied to
all single family home properties within the
500 foot proximate area for each of the three
highest categories shown in Exhibit A are:

Unusual excellence: 15%
Above average: 10%
Average: 5%

After reviewing the monograph, these may ap-
pear low to some readers because several of
the most recent, technically strong studies re-
ported premiums in the 16%-22% range. How-
ever, these were for the first block immediately
adjacent to the park and the premiums declined
for properties in the second and third blocks.
The

Exhibit A Park Quality Scale for Determining Proximate Premiums

Unusual Excellence: A signature park; exceptionally attractive; natural resource based; distinctive landscap-
ing and/or topography; often mentioned in sales advertisements for nearby properties; well maintained; genu-
ine ambiance; engenders a high level of community pride and “passionate attachment.”

Above Average: Natural resource based; has charm and dignity; regarded with affection by the local com-

munity; pleasant, well maintained.

Average: Rather nondescript; not really “noticed” by the local community; adequately maintained; no distin-

guishing features.

Below Average: Sterile; absence of landscaping or trees; athletic fields with noise, lights, congestion; inten-

sive use.

Dispirited, Blighted: Dilapidated, decrepit facilities; broken equipment; unkempt, dirty; unofficial de-
pository for trash; noisy; undesirable groups congregate there; rejected and avoided by the community.



proportionate premiums suggested here in
stage 3 are averages to be used for all proper-
ties within the 500-foot (three block) radius.

4. Any incremental premium associated
with greenway trails i.e., trails that are not part
of visually appealing park or open space land,
would arise from access to the trail rather than
from views of the amenity. Results from the
limited number of empirical studies available
at this point indicate that while trails are
unlikely to exert a negative impact on proxi-
mate values, there is insufficient evidence to
suggest they have a positive impact. The domi-
nant sentiment is that trails have no impact on
property values, so no proximate premium is
recommended for them here.

5. The technically strong empirical stud-
ies in the monograph suggest that the proxi-
mate premium associated with a golf course is
likely to be around 25%. However, the pre-
mium decreases dramatically after one block.
The premium is attributable almost exclusively
to views and, unlike a park space, homeowners
two or three blocks away are unable to use the
space unless they play golf so their physical
proximity to it has little utility. Thus, for golf
courses, it is suggested that the 25% premium
be limited to properties that are adjacent to it
1.e., a one-block radius.

Steps in Calculating an Estimate of the
Impact of Parks on the Property Tax Base

1. Identify all public parks and open
spaces, and grade the quality of each on the
five point scale shown in Exhibit A.

2. Draw a 3 block or 500 feet travel radius
around each of the parks and open spaces,
which was classified in the three highest qual-
ity categories.

3. Aggregate the assessed value of all sin-
gle-family homes within each of the three
block (500 feet) radii, using data from the local
tax assessor’s office.

4. Apply the percentage premiums sug-
gested above (15%, 10% or 5%) to the aggre-
gate value calculated in step 3.

5. Aggregate the premiums calculated for
each park in step 4. This figure represents an
estimate of the overall change in property
value attributable to the parks and open spaces
examined.

6. Multiply the aggregated premiums cal-
culated in stage 5 by local property tax rates
imposed by all taxing entities to estimate the
total positive impact of parks on the property
tax base.

7. Compare the aggregated premium cal-
culated in stage 6 to:

(1) the annual debt charges incurred in the

acquisition and development of those

parks and open spaces;

(i1) the annual cost of maintaining those

parks and open spaces.

Values that the Proximate Capitalization
Measure Fails to Capture

The aggregated proximate premium that
these calculations produce offers only a partial
indication of their economic value to a com-
munity. There are at least three additional
sources of economic value attributable to park
and open space amenities which are not cap-
tured by this capitalization approach.

First, the capitalization of park and open
space value into property prices captures the
“private” benefits that accrue to proximate
homeowners, but it does not capture the “pub-
lic” benefits that accrue to those outside the
proximate influence from such features as
wildlife habitat, improved water quality, re-
duced soil erosion, reduced flooding, et al.

Second, there is evidence to suggest that
investment in parks affects the comparative
advantage of a community in attracting future
businesses and desirable residential relocators
such as retirees. However, the proximate capi-



talization approach does not capture the secon-
dary economic impacts attributable to park
provision that accrue from such sources.
Third, it was noted in point 1 of the calcu-
lation parameters, that relatively large parks
rated positively by the scale in Exhibit A are
likely to impact property values for distances
beyond three blocks, and omission of these
premiums may lead to underestimation of
proximate impact that could be substantial. In

addition, large parks are likely to have value to
populations beyond the radius that can be cap-
tured by proximate capitalization even if that
radius is extended out to 2000 or 3000 feet.
This occurs because some users of a large park
are likely to come from beyond this radius e.g.
two or three miles distance. The benefits ac-
cruing to these users cannot be captured in
capitalization calculations.
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CHAPTER 1

The rationale for this monograph is sum-
marized by the following observation:

Too many community leaders feel
they must choose between economic
growth and open space protection.
But no such choice is necessary.
Open space protection is good for a
community’s health, stability, beauty,
and quality of life. It is also good for
the bottom line (p. 3).!

Parks and open spaces are equally as produc-
tive contributors to a local economy as roads,
utilities and other infrastructure elements. The
cost of investing in these elements is justified
by the economic value that derives from their
availability. Unfortunately, many communities
which are experiencing growth lack the fore-
sight to set aside land for inclusion in a parks
system in the same way as they do for other
infrastructure elements. They frequently claim
there is a lack of resources for what they re-
gard as a discretionary investment.

Public parks and open spaces traditionally

CONTEXT OF THE ISSUE

have not been evaluated in economic terms,
because there are many other appealing and
rational justifications for acquiring and provid-
ing them. These may include: (1) enhancement
of a community’s quality of life, which em-
braces its livability, “feel”, and aesthetic integ-
rity, and the role of parks and open spaces in
creating a sense of place or community; (2)
ecological and environmental reasons relating
to issues such as biological diversity, improv-
ing water quality, air cleansing, aquifer re-
charge and flood control; and (3) scenic vistas
and places for engaging in active or passive
recreation activities.

Although the primary purpose of acquiring
park land or encouraging the preservation of
open space may not be financial, financial jus-
tification for these actions is nearly always re-
quired. The absence of economic measures of
value means that the merits of open space can-
not be objectively prioritized and ranked
against other services whose benefits are
measurable. The costs are relatively easy to
calculate and the absence of a calculation of
economic benefits that offsets them means



there is an inherent imbalance in the informa-
tion which elected officials and taxpayers have
to use to make decisions. An awareness of
their economic value is likely to result in more
of the outcomes of those decisions being posi-
tive.

Although real estate sections of newspa-
pers are replete with advertisements proclaim-
ing the virtues of “leisure living” and stressing
proximate recreational and open space ameni-
ties, contemporary conventional wisdom
among many elected officials and decision
makers is that open space and park land is a
costly investment from which a community
receives no economic return. The social merit
of such investment is widely accepted, but so-
cial merit amenities frequently are regarded as
being of secondary importance when budget
priorities are established.

The difficult fiscal environment that pre-
vails in many cities, and the escalation of ur-
ban land values, have made the economic justi-
fication of park land and open space increas-
ingly necessary in order to rebut the persuasive
rhetoric of those who say: “I am in favor of
parks and open space but we cannot afford ei-
ther the capital acquisition and development
costs because of more pressing priorities, or
the loss of operational revenue that will accrue
if the land is removed from the tax rolls.” If the
flaws in this economic shibboleth are exposed
and nullified, then the likelihood of winning
the argument for more investments in parks
and open space using the traditional justifica-
tions noted in the earlier paragraph is en-
hanced.

The challenge for park advocates is to
achieve widespread recognition of the eco-
nomic contribution of parks and to measure it,
so it is adequately represented in the planning,
social, and political calculus of community in-
frastructure decisions. If park and open space
advocates are limited when making their case
to general statements like, “We know the pres-

ence of parks has a beautiful and beneficial
effect on our community even though we can-
not place a specific value on it,” then they are
likely to lose contests with developers for land.
In contrast to such subjective generalities from
conservationists, developers are likely to cite
the specific increase in dollar value of the tax
base that will accrue if the site is developed.

Government officials frequently seek to
enhance the tax bases of their communities by
encouraging development. There is a wide-
spread belief that this strategy is the most ef-
fective way to raise additional revenues from
property taxes, which then can be used to im-
prove community services without increasing
the taxes of existing residents. The fallacious
conventional wisdom that development ipso
facto brings prosperity is deeply embedded in
the American psyche.

In contrast to the enhanced tax revenues
accruing from development, community in-
vestments in parks and open spaces often are
perceived to offer no financial return to the
city. This view was expressed, for example, in
an Army Corps of Engineers’ environmental
impact statement on Ft. Sheridan, Illinois. This
base was scheduled for closure and park and
recreation advocates wanted to secure assets
from the base for recreational use by the local
community. The Corps’ view was that it had
no obligation to consider potential recreation
use for land because recreation offers “no sup-
port for the local tax base.””

The lack of perceived return is exacer-
bated in the eyes of some elected officials by
the costs they perceive to be incurred if parks
are created. Three types of costs associated
with providing parks are usually identified: (1)
acquisition and development costs; (2) operat-
ing and maintenance costs; and (3) the oppor-
tunity cost of loss of property tax income that
jurisdictions would have received if the land
had been developed for other purposes. The
third cost is cited by people who point out that



because park land is publicly owned, it is ex-
empt from property taxes. In contrast, if it were
commercially developed, then it would gener-
ate property taxes and, thus, reduce the amount
assessed on all other property owners in the
jurisdiction to pay for local public services.

Advocates of park and open space provi-
sion view this economic conceptualization of
parks as flawed. They exhort the adage that
much of the value of properties on the tax roll
is acquired from amenities that are off the tax
roll (parks, schools, roads, etc.), and that the
contributions of these amenities to the tax base
are likely to be at least as substantial as those
forthcoming from residential real estate devel-
opers.

If it is recognized that parks and open
spaces often add more value than would accrue
from the opportunity cost of that land, then it is
likely that both developers and government
entities will be more supportive of investing in
them. This monograph reviews a convincing
body of evidence, dating back 150 years to
pioneering work by Fredrick Law Olmstead,
which suggests the conventional wisdom that
park amenities offer no economic return is
wrong.

The results of any single study are easily
challenged. The cumulative insights gained
from multiple studies, however, reduce such
skepticism. Their acceptance is increased in
situations like this where the studies have been
carried out for 150 years, in varied settings, by
researchers from different disciplines, using a
variety of techniques. The generalizable in-
sights that accrue from the multiple studies
discussed in this monograph, which have re-
ported findings relating to the proximate im-
pact of parks on property values, provide data
that should facilitate better integration of parks
and open space into urban planning and devel-
opment decisions.

In addition to public officials, developers
and homeowners are likely to be interested in

the results of empirical studies that have inves-
tigated the existence and magnitude of the
proximate principle. When park and open
space land is incorporated into a development
to enhance its amenity value, the developer has
to apportion the opportunity cost of that land
(that is, the revenue foregone by not building
on it) among all the lots based on the extent to
which each individual parcel benefits from it:

Developers and homeowners
must know what the final equilibrium
distribution of premiums with respect
to distance will be before any parcels
are sold. Otherwise, prices are likely
to be either too low — sacrificing mar-
gins — or too high — reducing sales
velocity. Either outcome brings large
costs, and thereby affects the relative
attractiveness of developments utiliz-
ing amenities. Financing sources, too,
require predictability just as much as
they require that specific premiums
be achieved. The risk represented by
uncertain premiums affects the avail-
ability or cost of debt, and by exten-
sion the feasibility of new proposals

(pl12).?

If the premium for each parcel is not reliably
known before construction of the development
commences, then the inclusion of the park and
open space land substantially increases the risk
of the project. The repercussions of this are
that “Lenders require a higher rate of return in
compensation for that unknown level of risk,
and this raises the cost of debt and reduces the
project’s feasibility relative to conventional
developments (p17).> Thus, the availability of
data relating to the likely magnitude of the
proximate principle is likely to result in more
developers including parks and open spaces as
amenities in their projects.

Greater awareness by private developers



of the economic value of park and open space



amenities is likely to enhance the likelihood of
public-private development partnerships. It is
also likely to give public agencies a stronger
negotiating position for securing such ameni-
ties when dealing with private proposals.*

For many people their home is their prin-
cipal investment. Thus, data that provide
homebuyers with information enabling them to
make informed decisions about the relative
merits of apparently similar properties have
substantial practical value. In this context, “A
demonstration that park proximity premiums
are a resilient characteristic of the market and
not just a preference of the individual home-
owner transforms what was a costly consump-
tion choice into an investment” (p.1 9).}

THE PROXIMATE PRINCIPLE

Similarly sized, aged and designed homes
often have very different values in different
neighborhoods. It has been pointed out that
investments by public entities in capital pro-
jects frequently are a major factor in these
valuation differences:

A new highway interchange, for ex-
ample, generally increases the value
of nearby property because it in-
creases its accessibility. Conversely,
a decision to close a school or a
neighborhood police station may de-
crease the value of property in the
neighborhood (p. 1).°

This monograph is concerned with the impact
of public investments in parks, greenways, and
open space on property values. It presents em-
pirical findings that researchers have reported
on these impacts to provide public policy mak-
ers, appraisers, developers and homeowners
with information that will inform their deci-
sions.

The premise that parks and open space

have a positive impact on proximate property
values derives from the observation that people
frequently are willing to pay a larger amount of
money for a home located close to these types
of areas, than they are for a comparable home.
Almost 40 years ago, the National Recreation
and Park Association in an early edition of its
Outdoor Recreation Space Standards hand-
book commented:

Real estate dealers have always
drawn attention to parks and play-
grounds near their properties for sale
or rent. Many of them know that
properly located and planned recrea-
tion areas have definite dollars and
cents effect on the values of sur-
rounding property. Comprehensive
figures have never been brought to-
gether but a number of studies and
observations show that recreational
features contribute to increased
valuations for property near parks and
playgrounds (p.28). ®

If this observation is consistently verified
by research findings, then elected officials can
be assured that owners of the enhanced prop-
erty are likely to pay higher property taxes to
governments because of the increase in the
property’s appraised value. In effect, this
represents a “capitalization” of park land into
increased property values for proximate land
owners. It adopts the mechanism of market
pricing to assess the value of parks. This proc-
ess of capitalization is termed “the proximate
principle.” Conceptually, it is argued that the
competitive market will bid up the value of
property just equal to the capitalized value of
the benefits that property owners perceive they
receive from the presence of park and open
space. Economists refer to this approach as
“hedonic pricing.” It is a means of inferring the
value of a non-market resource (a park) from
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Exhibit 1-1 Layout of a 50 acre Natural Park and the Proximate Neighborhood Area

the prices of goods actually traded in the mar-
ket place (surrounding residential properties).

In some instances if the incremental
amount of taxes paid by each property that is
attributable to the presence of the park or open
space is aggregated, it will be sufficient to pay
the annual debt charges required to retire the
bonds used to acquire and develop the park. In
these circumstances, the park is obtained at no
long term cost to the jurisdiction.

This principle is illustrated by the hypo-
thetical 50 acre park situated in a suburban
community shown in Exhibit 1-1. It is a natu-
ral, resource—oriented park with some appeal-
ing topography and vegetation. The cost of ac-
quiring and developing it (fencing, trails, sup-
plementary planting, some landscaping) is
$20,000 an acre, so the total capital cost is $1
million. The annual debt charges for a 20 year
general obligation bond on $1 million at 5%
are approximately $90,000.

In Exhibit 1-2 annual income streams at-
tributable to the presence of the park that
would be available to service the bond debt are

developed, based on three different sets of as-
sumptions. The table at the end of Scenario A
in Exhibit 1-2 shows the annual incremental
property tax payments in the three zones from
the premiums attributable to the presence of
the park amount to $98,000 given the assump-
tions of Scenario A. This is sufficient to pay
the $90,000 annual bond debt charges.

In scenarios B and C, the alternate as-
sumptions result in annual incremental prop-
erty tax payments in the three zones attribut-
able to the presence of the park of $196,000
and $100,800, respectively. In each case, this
is sufficient to pay the $90,000 annual bond
debt charges. Clearly, changes in any of the
four assumptions listed in the scenarios of Ex-
hibit 1-2 will lead to different outcomes and
readers are invited to insert numbers into these
assumptions that best reflect the context with
which they are concerned.

The alternate scenarios in Exhibit 1-2 also
illustrate that the proximate principle may be



Exhibit 1-2 Alternate Scenarios Illustrating how Changes in Context Influence Annual Income
Streams available to Service Bond Debt incurred for Acquisition and Development of a Park

Scenario A

1. If properties around the park were 2,000 square feet homes on half acre lots (40 yards x 60 yards) with 40 yard frontages on
the park, then there would be 70 lots in Zone A (30 lots along each of the 1,210 yard perimeters and 5 lots along each of the
200 yard perimeters). Assume there are also 70 lots in Zone B and C.

2. Assume total property taxes payable to city, county, and school district are 2% of the market value of the property.

3. Assume the market value of similar properties elsewhere in the jurisdiction beyond the immediate influence of this park is
$200,000.

4. Assume the desire to live close to a large natural park creates a willingness to pay a premium of 20% for properties in Zone
A; 10% in Zone B; and 5%, in Zone C. (The review of empirical studies in chapters 2 and 3 suggests these values are a
reasonable point of departure.)

Incremental Incremental Aggregate amount
Market value . Total property  property taxes of property tax
Zone value attributed o . . .
of each home to the park taxes at 2% attributed to increments given
p the park 70 home sites
Outside the park’s
influence $200,000 $0 $4,000 $0 $0
A (20% premium) $240,000 $40,000 $4,800 $800 $56,000
B (10% premium) $220,000 $20,000 $4,400 $400 $28,000
C ( 5% premium) $210,000 $10,000 $4,200 $200 $14.000
$98,000
Scenario B

If the context is changed from a suburban community to an urban community, and the properties are townhouses constructed at a
density of 8 per acre, then stage 1 of the calculation scenario would be revised as follows:

1. If properties around the park were 2000 square feet townhomes on lots sized 20 yards x 30 yards with the 20 yard front-
ages on the park, then there would be 140 lots in Zone A (60 lots along each of the 1210 yard perimeters and 10 lots
along each of the 200 yard perimeters)

If the remaining assumptions (points 2,3 and 4) are the same, then the aggregate annual incremental revenue attributable to
the park will be $196,000.

Scenario C

If the park is less attractive than assumed in scenarios A and B, so the premiums in stage 4 are 10% for Zone A, 5%
for Zone B and 3% for Zone C, but the remaining assumptions of scenario B are the same, then the aggregate in-
cremental annual revenue attributable to the park will be $100,800.



CITY COUNCIL

Council is fully reimbursed
its $90,000 annual financial
investment by the incre-
mental increases

Annual property taxes paid by
proximate properties to the
council incrementally increase

Council invests $90,000 per
year to service construction
or renovation of a park

Values of properties proximate
to the park increase

Exhibit 1-3 The Investment Cycle Associated with a Local Government’s Investment in a Park

less effective in suburban (Scenario A) than in
urban areas (Scenarios B and C). In a garden-
style suburban neighborhood, a park would
provide continuity and reinforce the image of
the neighborhood rather than provide a con-
trast to its surroundings. However, there will
be fewer homes benefiting from proximity to
the amenity than in urban areas with denser
housing patterns. Thus, if a suburban park is to
deliver equivalent proximate impact to the tax
base as an urban park, either the premium paid
by each home must be substantially higher
relative to urban contexts or the cost of land
must decrease disproportionably relative to the

number of houses around the park. If the park
is a private amenity incorporated into a project
by a developer to enhance its attractiveness,
the same principle applies, videlicet, the fewer
the number of homes, the higher the premium
will have to be to support additional costs as-
sociated with construction of the park.’

The flows of the proximate principle in-
vestment cycle are shown in Exhibit 1-3. Using
scenario A in Exhibit 1-2 for illustration pur-
poses.

1) The council invests $90,000 a year for 20
years (annual debt charges on a $1 million



bond) to construct or renovate a park;

2) causing the values of properties proximate
to the park to increase;

3) leading to higher taxes paid to the council
by the proximate property owners;

4) which are sufficient to fully reimburse the
$90,000 annual financial investment made
by the council.

There is a caveat to the symmetry of flows
shown in Exhibit 1-3. Stage 3 — leading to
higher taxes paid to the council by the proxi-
mate owners — assumes that the proximate
value premiums attributable to the park are
recognized by the tax assessor when properties
are appraised for tax purposes. In many cases
this does not happen because the proximate
principle is not built in to the algorithms used
by tax assessors. The use of “comparables” to
assess annual value rarely consider proximity
to the park or open space. Hence, there is often
a gap between conceptual outcome of the
proximate principle and actual outcome in
terms of tax revenues that accrue. This means
that many entities forego income because tax
assessors have failed to recognize the proxi-
mate effect in their appraisals.

Exhibit 1-4 Tllustrating the Edge Effect

A determining factor of the magnitude of a
park’s impact on the property tax base is the
extent of the park’s circumference or edge.’
The rectangular shape in Exhibit 1-1 is likely
to yield more incremental revenue, than if the
park were square. If a 100 acre park is square
or circular in shape, then it has a relatively
small circumference. If the 100 acres is dis-
tributed more linearly, then the amount of edge
increases substantially. The principle is illus-
trated by the calculations in Exhibit 1-4.

The increased amount of edge means that
more property can be sited adjacent to the park
and the aggregate enhanced value of the prop-
erty tax base is likely to be larger. The impli-
cations of this for developers and cities in
seeking to develop parks for the primary rea-
son of maximizing their impact on the tax base
is discussed in chapter 3 (Exhibit 3-6). This
edge principle has been widely embraced in
the design of golf courses which are incorpo-
rated into residential real estate development.
These are discussed in Chapter 6.

There are five additional points worth not-
ing which often further strengthen the eco-
nomic case associated with the proximate prin-
ciple. First, the illustrative scenarios in Ex-
hibit

A circular park that is 100 acres in area will have a radius of 1,177.8 feet. Given that the circum-
ference of a circle is two times pi, times the radius (27r), the amount of edge will be 7,396.7 feet.

Assume this park is unpeeled into a long strip of green which is one square acre wide (209 feet) --
in effect, laying one acre next to another in a line. To find the length of the edge of 100 acres in this
configuration 209 feet is multiplied by 100 times two, since there are two sides to this strip. The result
is 41,800 linear feet, 5.65 times as much edge compared with a circular park of the same number of

acres. That is the edge effect.

Source: Little’



1-2 assume no state or federal grants are avail-
able to aid in the park’s construction and de-
velopment. If they were available to reduce
the community’s capital outlay, then the reve-
nue stream from the incremental increase in
property taxes would greatly exceed that re-
quired to service the debt payments.

Second, incremental property tax income
will continue to accrue to the community after
the 20-year period during which the debt
charges are repaid, at which time the net return
to the community will be substantially greater.

Third, there is evidence to suggest that in-
vestment in parks affects the comparative ad-
vantage of a community in attracting future
businesses and desirable residential relocators
such as affluent retirees.® However, the proxi-
mate capitalization approach does not capture
the secondary economic benefits attributable to
park provision that accrue from such sources.

Fourth, while the “private” benefits that
accrue to proximate homeowners are reflected
in the value of homes, benefits from preserving
open spaces that have strong “public good”
elements which are received by the whole
community, such as reduced soil erosion, wild-
life habitat, and improved water quality, will
not be captured using this technique.

Finally, a park of the size shown in Ex-
hibit 1-1 is likely to improve the quality of life
and, thus, have some economic value to urban
residents living beyond Zone C. In all the stud-
ies reviewed, the capitalization of benefits
ceased at a selected distance, usually some-
where between 500 feet and 2000 feet away
from the park perimeter in urban contexts.
However, it is unlikely that park users and
beneficiaries will be restricted only to those
individuals located within such a narrowly de-
fined service area.” The underestimation of
economic benefit that occurs because some
park users live outside a specified perimeter
was demonstrated in a study of four parks con-
taining a total of 219 acres in Worcester, Mas-

sachusetts.'’ The parks’ zones of influence
were terminated at 2000 feet because the influ-
ence of the parks could not be clearly sepa-
rated from numerous other elements influenc-
ing property values beyond that distance. How-
ever, when on-site interviews in the parks were
conducted, it was found that between 51% and
75% of the parks’ users lived beyond the 2000-
foot radius cut-off. The benefits accruing to
such users are not represented in economic
benefit capitalization calculations.

Factors Influencing Capitalization

Three factors that influence the magnitude
of capitalization of parks and open space into
home values are (i) the distribution of mainte-
nance costs; (i1) the maturation of the ameni-
ties, and (iii) the ratio of supply and demand.

Park maintenance typically is funded by a
community’s general fund to which all taxpay-
ers contribute. Although all contribute to the
maintenance, most benefits accrue to those
whose homes are in close proximity to a park.’
Hence, the proximate homeowners effectively
receive a subsidy from other taxpayers which
may also contribute to the capitalization pre-
mium attributable to their homes.

It may take 30 to 40 years for new parks to
mature. In the beginning trees are small and
spindly, plantings are scattered and immature,
shade is scarce, and the landscaping often is
not aesthetically pleasing. Hence, the capital-
ized premium initially may be relatively small,
but if the park is well maintained the premium
is likely to increase over time. This is likely to
be important to homeowners because over time
construction deteriorates; styling of both fix-
tures and house design becomes dated and out-
of-fashion; and so in real monetary terms
homes depreciate in value. These losses may
be at least partially offset by a premium from
the enhanced amenity value of a proximate
park.’



Like all other goods, the premiums that
people are prepared to pay to be proximate to a
park or open space is influenced by the avail-
able supply. If such amenities are relatively
abundant, then the premiums will likely be
relatively small or non-existent. For example, a
study of three regional parks’ impact on prop-
erty values on the county in which they were
all located indicated there was no meaningful
premium.'" It was a rural county and land was
relatively inexpensive, so there was little in-
centive to pay a premium to be close to these
parks. Conversely, in densely populated urban
areas where open space is rare, there may be a
large capitalization premium reflecting its
scarcity value. Thus, the premium attributable
to a park is likely to decline as more parks are
added to a neighborhood.

Similarly, if homes in an area have large
private yards, then it is likely that premiums
will be lower than in areas with little private
space because privately owned yard space may
act as a partial substitute for public park space.
“Residents with extensive yards will have less
need of a park within walking distance, be-
cause the activities that a neighborhood park
provides can be more easily accommodated on
their private property” (p. 96).° This maxim
was confirmed by a comprehensible and tech-
nically sound study undertaken in the Dallas-
Fort Worth area using data from 3,200 residen-
tial sales to measure the impact of neighbor-
hood parks on property values.” The sample
was split into halves based on lot sizes. The
proximity premium at 100 feet for the half con-
taining the smallest lot areas as a percentage of
total transaction value was 18.8%, while for
the half comprised of the largest lot areas it
was 9.6%. Further an increase in park size of
one acre was associated with home prices that
were 6.7% higher for small parcels, but only
1.65% higher for larger parcels. From a devel-
oper’s perspective, this suggests that since
small lots create a higher premium for prox-

imity to a park, all else equal they should be
clustered around the park and larger lots lo-
cated elsewhere in a development.

Potentially Negative Influences of Parks
on Property Values

Some parks and open spaces are more de-
sirable than others as places to live nearby. For
example, there is convincing evidence that
large flat open spaces which are used primarily
for athletic activities and large social gather-
ings, are much less preferred then natural areas
containing woods, hills, ponds or marsh."” Be-
cause demographics, lifestyles and interests
change, some parks and open spaces which
were valuable assets are now of the wrong kind
in the wrong place at the wrong time. Their
value was in another era and no longer fits into
the lifestyles and preferences of their proxi-
mate populations. In such cases, it is unlikely
they will add much if any, proximate value.

There are contexts in which parks exert a
negative impact on property values. A useful
analogy is with a well-groomed front lawn
which is likely to increase the value of a home,
but if it is overgrown with weeds and littered
with trash then the property value is likely to
be diminished. Adverse impacts may result
from nuisances such as:

e congestion

e street parking

o litter and vandalism that may occur

due to an influx of people coming into
a neighborhood to use a park

e noise and ballfield lights intruding

into adjacent residences

e poorly maintained, or blighted derelict

facilities

e groups congregating in a park engag-

ing in morally offensive activities.

Some of these negatives were articulated in a
landmark court case, City of College Station vs



Turtle Rock Corp. 666 S.W.2d 318 (TX 1984).
The case concerned the legality of a jurisdic-
tion using its police powers to impose exac-
tions for parks on developers. In this interme-
diate level appellate court decision, the court
concluded:

A required dedication of land for
streets and waterworks clearly “bears
a substantial relation to the safety and
health of the community” while a re-
quired dedication for park land does
not. In reference to this holding, we
note that parks are not necessarily
beneficial to a community or
neighborhood.  Unfortunately, in
some neighborhoods, parks serve as
gathering places for derelicts and
criminals, and are unsafe for use by
law abiding citizens. We disagree
with Appelant’s suggestion that
neighborhood parks necessarily bene-
fit the general public.

While most reasonable people would not
accept this view as an accurate representation
of most parks in most communities, (and sub-
sequently it was rejected by the Texas Supreme
Court 68 S.W. 2nd 802), unfortunately it does
accurately describe the status of some parks
especially in some major cities. In a classic
exposition on the status of American cities,
one author described “Dispirited city vacuums
called parks, eaten around with decay, little
used, unloved.” She went on to give a specific
example:

The city’s Skid Row park where the
homeless, the unemployed and the
people of indigent leisure gather amid
the adjacent flophouses, cheap hotels,
missions, second-hand clothing
stores, reading and writing lobbies,
pawnshops, employment agencies,

tattoo parlors, burlesque houses and
eateries. This park and its users are
both seedy...it has hardly worked as
an anchor to real estate values or to
social stability (p. 120)."*

Writing in 1920, one commentator stated:
“Experience in the east has shown that it is
ordinarily impossible to assess special benefits
within 200 feet of a playground” because of
“the throng of children which it attracts and the
attendant noise and stir.” However, he went
on to note that while the property directly ad-
jacent is not enhanced in value to the same ex-
tent as results from a landscape park, “it does
diffuse a special benefit throughout the district
which it serves”(p. 250)"> This early observa-
tion that properties adjacent to neighborhood
parks with playgrounds and lights may de-
crease in value, while properties located a
block or two further away in the parks’ service
areas increase in value has been consistently
verified in subsequent studies. These are re-
viewed in Chapters 2 and 3.

Two court cases in the 1990s illustrated
the continuing contemporary concern about the
potential negative impacts of some parks'® In
Fox Mill, Virginia, neighbors sued the Fairfax
County Park Authority, challenging the author-
ity’s plans to install lights at a youth baseball
complex. In Vidor, Texas, an individual do-
nated land adjacent to his house to the city
with the understanding that the land would be
used for a parking lot. When the city built a
youth baseball field on it, he went to court and
forced the city to move the baseball field fur-
ther away from his house.

Finally, it should be noted that apprecia-
tion of property values is not always perceived
by homeowners to be positive. Its corollary is
that their property taxes are higher. Residents
who have lived in a location for a long time
and have no interest in selling their property,
may see no personal benefits accruing to them



from development or major renovation of a
nearby park. Nevertheless, they are required to
pay higher taxes because the appraised value
of their property has increased.

Some evidence on the negative impact of
parks was offered by Hometrack, an English
property database company, that investigated
the impact of various features on the price of
houses. The nature of their data base and the
statistical processes used were proprietary, but
they reported that living next to a derelict piece
of land reduced the value of property in their
sample by £20,280 (15%) on average.'’

Two conclusions emerge from the discus-
sion in this section. First, irrespective of the
type of park or the amenities offered, negative
impacts will emerge if a park is not well de-
signed, landscaped and maintained. In 1998,
the deputy director of the Parks Council, a
non-profit advocacy organization in New Y ork
City reinforced the point when she observed:

We have many poor neighborhoods
in the South Bronx near parks. But
the parks are not helping them. If
you put money into a park, chances
are that you will improve one portion
of the neighborhood. But if the park
does not have proper security and
maintenance, it becomes a liability
for nearby homes (p. 9).'

The second conclusion is summarized in
Exhibit 1-5 which recognizes that both positive
and negative impacts on property values are
possible. The exhibit shows four alternate sce-
narios reflecting the range of impacts that
parks and open spaces may exercise on proxi-
mate property values:

a) A large, high quality, natural resource
based, signature park that is well-
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Exhibit 1-5 Alternate Scenarios Reflecting the Range of Impacts that Parks and Open Spaces

may exercise on Property values
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Exhibit 1-6 The “Net Effect” of Positive Impact on a Park, assuming some Limited Conges-
tion from Access and Egress

b)

d)

maintained to which residents are pas-
sionately attached. The measurable
positive impact on property value
may extend out to 2000 feet.

A smaller high quality, natural re-
source based, community level park,
with some charm and dignity, that is
well-maintained and regarded with af-
fection by the community. The meas-
urable positive impact on property val-
ues may extend out 500 feet.

A large, intensively used park with ath-
letic facilities, floodlights, noise, con-
gestion at the entrances, and extensive
traffic. These factors lead to negative
values on properties in close proximity
to the park, but benefits accrue to those
living away from the immediate nui-
sance but within easy access, typically
two or three blocks away.

A dilapidated, dirty, blighted park with
decrepit facilities and broken equip-
ment in which undesirable groups con

gregate. The community rejects it and
regards it with disgust. The negative
impact does not extend as far as the
positive impact of scenario (a) because
people avoid it.

In scenarios (a) and (b) property value benefit
increments associated with proximity and ac-
cessibility decay as distance from the park in-
creases. Scenarios (c¢) and (d) suggest that any
negative values are likely to be limited to prop-
erties in close proximity to the park and these
will decay more rapidly than positive impacts
as distance from the park increases—that is,
the positive curve is likely to be flatter than the
negative curve.

Exhibit 1-6 illustrates the net effect of the
situation in scenario (¢) where there is a posi-
tive impact on the value of properties abutting
the park, but it is lower than that on properties
a block or two away which are not subjected to
the nuisance costs associated with access and
egress to the park.



USING THE PROXIMATE PRINCIPLE TO PAY FOR
PARKS AND OPEN SPACES

The proximate principle can be activated
to create vehicles that directly capture the in-
cremental gains to property values and use
them to pay for park acquisition and develop-
ment costs by retaining the increments in a
separate account for that purpose instead of
returning them to the general fund. Four of
these vehicles are excess purchase or condem-
nation, special assessment districts, tax incre-
ment financing districts, and creating new
parks in advance of development.

Excess Purchase or Condemnation

The excess purchase/condemnation prin-
ciple involves purchasing more land than is
needed for the park project; developing the
park, thus appreciating the value of the remain-
ing land; disposing of the remaining land on a
commercial basis; and applying the income
derived to pay for the original investment. In
short, the governmental jurisdiction acts in a
role similar to that of a developer. In chapter
2, it is pointed out that this was a strategy
adopted by the early urban park developers and
was the key to funding the pioneering urban
parks in the U.S. Some agencies may lack the
enabling legislative authority to do this and
private developers are likely to strenuously
oppose any action of this type. The following
example illustrates how this could work:

e Burlington, Vermont, purchased a 20 acre
property that when developed as park land
(at the time of purchase it was a tank
farm) would complete its waterfront (Lake
Champlain) park system, which was seen
as a primary catalyst in the city’s future
economic development. The city also
purchased an adjoining 25-acre property
that it planned to hold as an ‘urban re-
serve’ for which a future generation of

Burlington citizens would determine the
appropriate development, probably a com-
bination of residential and commercial.
This property was purchased with city
pension fund money. The idea was that
the property would appreciate dramati-
cally in value as the new waterfront park
was fully developed (the tank farm had a
five year lease). This purchase exempli-
fied a long-term vision of how parks could
stimulate surrounding property values and
new investment.'

Where there is no legal authority for a
public agency to use this strategy, or where
elected officials are unwilling to face the con-
troversy such an action would generate, non-
profit agencies often fill the void. They can
purchase tracts of land that include sections
desired by agencies for parks or open space.
After conveying these sections, they can resell
the remaining land to developers using profits
to finance the total transaction.

A variation of the excess purchase princi-
ple is emerging in golf residential develop-
ments where some developers now donate land
to a municipality for a golf course, while re-
taining the property around it. The land dona-
tion is paid for by the increased property value
the course creates, while the developer re-
ceives a tax write-off for the donation and
avoids the costs associated with constructing a
COZ%I‘SC and subsequently owning and managing
it.

The excess condemnation principle is
sometimes used by River Authorities responsi-
ble for flood control and dam projects. Often
when they purchase or condemn land for pro-
jects, they have to acquire more than they
need. For example, if 100 acres of a 150 acre
farm is to be flooded, they may have to pur-
chase the full 150 acres because the remaining
50 acre tract which is out of the floodplain is
no longer viable for farming. Twenty years



later after the dam is constructed, that 50 acres
may be a highly desirable site for second
homes, a marina, or other recreational ameni-
ties. Its value is likely to be substantially en-
hanced as a result of the dam project and the
River Authority captures that gain when it sells
the tract.

Special Assessment Districts

The lively controversy which invariably
accompanies excess condemnation led others
to suggest that special assessments offered a
more feasible method of securing the en-
hancement increment. The city of Minneapolis
has perhaps the finest park system in the coun-
try and it was developed primarily through the
use of special assessments. When the city was
growing rapidly in the first half of the twenti-

eth century, there was a belief that improve-
ments should not be paid for by the city as a
whole, but by special assessments levied solely
against the properties that benefited. The El-
well law passed by the legislature in 1911 pro-
vided the enabling legislation to accomplish
this. An example of its application is given in
Exhibit 1-7.

This graduated system of park taxes in
which the highest taxes were paid by proper-
ties closest to the park was practical public
recognition of the enhanced value that parks
provide. A similar system operated in Kansas
City, Missouri, where “park benefit districts”
were established and the costs of parks were
divided among the lots in the district. George
E. Kessler was appointed in 1892 to develop a
system of parks in Kansas City but his plans
were opposed because of the high costs. The

Exhibit 1-7 An Application of the Elwell Law in Minneapolis

The land for Folwell Park, an area of 26.75 acres, located at Thirty-Sixth Avenue North and Knox, was pur-
chased in 1917 at a cost of $35,420 which was paid off over a 10 year period from 1917-1926. The maxi-
mum assessment for a 40-foot lot was $40 and the minimum for the same size lot was $10, and 2300 parcels

of land were subjected to the assessment.

The cost of construction and development of the park were also financed over a 10 year period from 1923 to
1932. The capital cost was $147,700. For this the maximum assessment per 40-foot lot was $120, and the
minimum assessment was $14. The assessment area was divided into seven zones. The closer a lot was
located to the park, the more benefit it was assumed to receive, so the higher was its assessment. The aver-

age annual assessments in each zone were:

1* zone -- Abutting property

2" zone -- Y5 to 1Y short block
3" zone -- 1%2to 2% short block
4™ zone - 2%to 3% short block
5" zone -- 3% to 4% short block
6" zone -~ 4%to 7% short block
7™ zone -- 7Y to 10% short block

$3.00 per front ft.
$2.75 per front ft.
$2.10 per front ft.
$1.50 per front ft.
$1.00 per front ft.
$ .60 per front ft.
$ .35 per front ft.

Source: Theodore Wirth (1947). History of the Minneapolis Parks System 1883-1944, Minneapolis Parks

Board, p.248.



Park Board initially considered financing the
plan by raising property taxes, but major land-
owners opposed this. An alternative solution
was to establish special park assessment dis-
tricts, where property values would increase as
real estate values adjacent to the improved
parks increased. In 1895, this plan passed in a
referendum of Kansas City residents by a ma-
jority of seven to one."

Similarly, in Denver, Colorado, the city
was divided into four park districts where:

The assessments were graded accord-
ing to the distance from the park or
parkway acquired. In one district
they varied from $2.98 for each 25’
by 125’ lot near the facility to $1.16
for the more remote lots. In another
district they ran from $5.09 to $1.25 a
lot; in a third from $33 to 50 cents a
lot; while in the fourth district cover-
ing the central part of the city and
containing the civic center where the
expenditure for this purpose was al-
most $3 million, the assessments ran
from $1,000 to $3 a lot (p. 181).*!

Special assessments do not work well in
areas where the cost of land is high and the
surrounding homes are poor. This is the rea-
son that Minneapolis abandoned the special
assessment strategy for financing parks in the
1960s. There was concern that heavy reliance
on special assessment districts was creating a
two-tier system of parks. The superintendent
of the Minneapolis Park and Recreation Board
commented: “It totally disenfranchised the
folks who couldn’t afford parks...The system
became so imbalanced between rich and poor
that there were uprisings by communities de-
manding their rights.”> Hence, Minneapolis
scrapped this system and reverted to a citywide
charge on each property, dedicating the reve-
nue from that charge for park development.

Nevertheless, there are many contempo-
rary examples where special assessment dis-
tricts have been used to finance parks that con-
vey benefits only to those in a selected geo-
graphical area. In some enabling legislation,
special assessment districts are also termed
enhancement districts, benefit assessment dis-
tricts, improvement park districts, special ser-
vice districts, or business improvement dis-
tricts. Local governments form them because
most property owners within the district’s
boundaries want a higher level of service than
the standard that the city provides. Hence, the
property owners agree to assess themselves an
additional property or sales tax to pay for this
higher level of service. The tax is apportioned
according to a formula designed to reflect the
proportion of benefits that accrue to each prop-
erty owner. For example, people whose prop-
erty is located on the fringe of the district may
be assessed less than people whose property
abuts the park or facility. The special assess-
ment district tax is identified separately on tax
bills.

Where the higher level of service that tax-
payers desire refers to acquisition and devel-
opment of new facilities, rather than to higher
standards of operation and maintenance, spe-
cial assessment bonds may be issued to finance
the capital improvements. Because the benefit
is confined to a carefully defined area of the
community, only those people who will benefit
from the improvement bear the cost. A former
commissioner for parks and recreation in New
York City observed: “It’s like upgrading an
airline ticket to first-class.”*

It has been argued that special district
funding creates a stronger bonding and emo-
tional connection between the park and resi-
dents in the district. An early president of the
American Association of Park Superinten-
dents, drawing on his experience as superin-
tendent of parks in Kansas City, stated:



Exhibit 1-8 Using a Business Improvement District to Resuscitate Bryant Park

In less than 15 years Bryant Park went from a textbook example of an urban park gone bad to an urban treas-
ure that plays a strong role in the revitalization of Midtown New York City and especially 42" street. Bryant Park
beside the New York Public Library was a neglected, vandalized facility that by the late 1970s had become a haven
for drug dealers in the city of New York and was widely referred to as “Needle Park.” A business improvement
district was formed to maintain the eight-acre park and make on-going park improvements. The park has been re-
stored with tall shade trees, lush green grass, flower beds, pagodas and a thriving restaurant, and is now considered
a model park. At its summer peak, there are 55 employees working in Bryant Park in security, sanitation, garden-
ing, and special events. All of them work for the Bryant Park Restoration Corporation which is a not-for-profit pri-
vate management company, supported by the Rockefeller Brothers Fund and a cooperative business improvement
district of neighboring property owners. On some days, the park attracts more than 4,000 office workers and tour-
ists, and more than 10,000 people attend some special events.

The city paid one-third of the $18 million restoration costs, and foundations, philanthropists, and surrounding
businesses financed the rest through the business improvement district. The businesses assess themselves approxi-
mately 33 percent of Bryant Park’s $2 million annual maintenance bill, while the remainder of the bill is raised in
rental and concession fees from restaurants (33%) and special events (33%) held in the park. Businesses recog-

nized that property values and, hence, lease rentals, were closely tied to conditions in the park. Rents in nearby
buildings increased dramatically after the park was redesigned and secured. A 2003 analysis of the impact of the
renovations on office buildings bordering Bryant Park reported: (i) rents increased at a higher rate than the sur-
rounding submarket; (ii) tenant quality improved in all buildings; (iii) there was reduced downtime between leases;
and (iv) the buildings’ credit profiles and market values increased. To a primary organizer of the Bryant Park ef-
fort, the lesson was clear: “If building owners and the agents help protect urban open space they will be more than
paid back for their efforts, both in increased occupancy rates and in increased rent — all because their building has
this attractive new front yard.”

Sources:  Lucia Mouat (1992) Some green in New York’s concrete. The Christian Science Monitor, July 31,
p-7.
Steve Lerner and William Poole (1999) The Economic Benefits of Parks and Open spaces. San
Francisco: Trust for Public Land.
Ernest & Young (2003) Analysis of Secondary Impacts of New York City Parks, New York
City: New Yorkers for Parks

The advantage of acquiring park lands being executed under a plan of general
by special assessment rather than by taxation (p. 32).”

bond issues is that by adopting the plan

of assessments on benefited areas, you Government agencies usually provide the
at once make the owner of those lands additional level of service which is paid for by
a partner in your work. He says my special assessment districts, but in many large
land is assessed a certain amount for cities it has been initiated by business leaders
the park improvements in this district, [ and such areas are termed business improve-
will see what it means; he takes a keen ment districts (BIDs). There are more than
interest in all of the plans when you as- 1000 BIDs in the United States and Canada.
sess his lands directly for a definite These districts frequently elect their own
park improvement - - He has a proprie- boards which take responsibility for the annual
tary feeling in all your plans that may budget, hire staff, let contracts, and generally

be entirely lacking were those plans oversee operations. Much of their effort goes



into cleaning up, landscaping, maintaining
trees and flowers, and enhancing security.
Bryant Park, one of the country’s great urban
park success stories, is the result of a BID. Ex-
hibit 1-8 briefly describes how the BID
worked.

The Context of the Issue CHAPTER 1 33

Tax-Increment Financing Districts

A majority of states have enabling legisla-
tion authorizing tax-increment financing. Al-
though the rules and limitations associated
with it differ among the states, the basic con-
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Exhibit 1-9 Tax Increment Financing, Stage A: Freezing the Tax Base (The Initial Stage);
Stage B: Growth in the Tax Base after Redevelopment



cept is the same. The first stage is to designate
an area as a tax-increment financing district.
The local development authority or city then
issues tax-increment bonds and uses the pro-
ceeds to acquire land, and to develop parks,
recreation facilities, infrastructure, or other
public improvements on it.

Tax increment bonds are secured only by
project increases in revenues from existing and
new development in the tax-increment financ-
ing district. Repayment is contingent upon in-
creases in the taxable value of the property in
the district. From the time that the tax-
increment financing district is created, two sets
of property tax records are maintained for it.
The first set reflects the value of property up to
the time that the district is formed, and the sec-
ond set of records reflect any growth in as-
sessed property value after the enhancements
have been made. The second incremental por-
tion of tax revenues is used to pay for the cost
of the enhancements.

The distinctive feature of tax-increment
financing districts is that they rely on property
taxes that the projects within the district di-
rectly create. The projects pay for redevelop-
ment costs, not the general taxpayers. The tax
base of the property in the designated area is
frozen at its current level before redevelop-
ment. All, or some, of the entities that have
taxing authority, such as cities, counties, and
school districts, agree to this freeze. (Note
only the tax base, and not the tax rate is fro-
zen).

Because rejuvenation of the district is
likely to increase the value of their assets,
landowners and residents have every reason to
support the district’s establishment. Jurisdic-
tions, such as school districts, cities, and coun-
ties, do not lose revenue by agreeing to freeze
assessed property values because without reju-
venation this assessed value would not in-
crease over time.

While state laws vary, all include a provi-

sion that enables each of the taxing jurisdic-
tions to continue receiving the share of the
taxes that they had collected in the past from
the frozen tax base (Exhibit 1-9). Each taxing
jurisdiction first applies its tax rate to the fro-
zen value then to a new property value. The
revenues accruing from the difference between
the two is the tax-revenue increment available
that year for repaying capital debt that the pro-
ject accumulated. These incremental dollars go
to the special district that issued the bonds. As
assessed value in the district increases above
the frozen tax base level, greater increments
become available for retiring the district’s
debts.

Creating New Parks in Advance of Devel-
opment

A final application of the proximate prin-
ciple that agencies may wish to consider is a
suggestion for using it to rectify a weakness of
exaction ordinances. Most communities have
passed ordinances that embrace the principle
that neighborhood, and in some cases commu-
nity, parks should be financed by development
in the neighborhood or community because
development creates the demand for new
parks. The ordinances typically require devel-
opers to provide land or fees-in-lieu of land. In
most cases, communities opt to take the fees-
in-lieu because either the amount of land re-
quired to be dedicated is too small for practical
use as a park, or it is not of the quality desired.

When sufficient fees-in-lieu have been
collected, the community seeks to buy a
neighborhood or community park with those
fees. Unfortunately, by the time sufficient
funds have been collected, appropriate land for
a neighborhood or community park in the area
is frequently not available because it has all
been developed. To avoid this situation, an
alternative would be for the community to buy
parks in advance of development, using the
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Exhibit 1-10 Using the Proximate Principle and Certificates of Obligation to Develop New
Neighborhood Parks.

Through its revision of the parks dedication ordinance the College Station, Texas, city council es-
tablished the principal that neighborhood parks should be financed by development in the neighborhood
because development creates the demand for new parks.

The ordinance required that developers dedicate an acre of land per 100 single homes (or per 134
multifamily units). The council wanted to make parks neighborhood focal points and to expand their
use to include a broader range of intergenerational activities with more passive park areas, so the Parks
Board recommended the standard size for neighborhood parks be changed from 5 to 15 acres, to 12 to
15 acres.

The difficulty in meeting that standard was twofold. First, most developments in the city were too
small to generate the amount of land to meet the standard. Consequently, the city frequently accepted
the alternative dedication of cash in lieu of the land from developers. When sufficient cash accrued
from these payments, the city would attempt to purchase adequate land for a neighborhood park. The
second problem was that by the time enough money was paid in lieu of land dedication, the land most
suited for a neighborhood park of appropriate size had been acquired for development. Invariably, the
only land available for a neighborhood park was floodplain or retention pond land that developers could
use, but which was also often inferior for use as a neighborhood park.

To illustrate this problem, the College Station Parks Board and the Planning and Zoning Commis-
sion provided the council a table showing (below) the composition of the neighborhood parks approved
in the previous five years. It revealed that most park areas were comprised mainly of flood plain and de-
tention basin areas, rather than functional park land.

PARKS
Westfield Bella Vista  Steeplechase Shenandoah W(;(I)Sll:nd Edelweiss

Total acres 3.44 7.74 9.09 8.26 13.91 11.01
Floodplain 1.71 0 5.66 0 6.41 0
Detention 0 N/A 1.18 5.68 95 6.70
Floodplain

and Deten- 1.71 N/A 6.84 5.68 7.42 6.70

tion
Remaining 1.73 N/A 225 2.58 6.49 431

arca

To solve the problem, the board and commission recommended a program in which the city issued Certificates
of Obligation to purchase neighborhood park sites of 12 to 15 acres in advance of development. At $10,000 an
acre, this would involve a commitment of $120,000 to $150,000 per park. These purchases would be made
five to seven years in advance of projected development, using a similar timeframe to that used by the school
district. The certificates would be repaid over time from two sources: (1) by the cash in lieu payments that the
dedication ordinance required developers to contribute for neighborhood parks; and (2) by the enhanced prop-
erty taxes the city will obtain from residences in close proximity to these parks as a result of the presence of
the parks.



proximate principle of increased value in prop-
erties around them and supplementing this with
the developers’ exaction fees. Exhibit 1-10
describes a proposal considered by the city of
College Station, Texas, that embraces this ap-
proach.
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CHAPTER 2

THE FARLY EMPIRICAL EVIDENCE

GENESIS OF THE PROXIMATE PRINCIPLE

The genesis of the proximate principle
was in England where it emerged first in the
private squares of London and subsequently
evolved as the funding rationale for the first
public parks. One of the features of prestigious
neighborhoods in London in the seventeenth
and eighteenth centuries was a public park or
plaza surrounded on all four sides by elite resi-
dences. These areas became known as
“squares.” These central park squares were
intended to be amenities that increased the
value of property surrounding them in specula-
tive construction projects that provided hous-
ing for the growing upper-class population of
London." The squares had both economic and
social roles and, thus, were precursors of urban
public parks: “They were seen as economic
assets to the ground landlords who owned
them, by raising the value of surrounding prop-
erty, and as social assets by the leasehold ten-
ants who had sole access to them” (p. 99).'

However, these early squares illustrated
that undesirable social behavior or poor main-

tenance could lead to real estate values being
impacted negatively rather than positively:

Covent Garden failed to develop into
the stylish quarter envisioned by its
landlord mostly due to the filling of the
square with market stalls and the pres-
ence of prostitutes and pickpockets in
the arcades surrounding it. Even St.
James’s Square, planned from the out-
set to house the highest nobility, suf-
fered for many years from the dumping
of refuse, periodic crowding by cabs
and coaches (and the resulting horse
manure), and the presence of unsavory
characters at night. Those with well-
kept lawns and especially those with
trees and shrubs, like Leicester Square
and Soho Square, seem to have suf-
fered much less from such abuse,
though they still could be subject to the
presence of undesirable people at all
hours of the day and night. A main-
tained garden, then, became an asset

(p. 97)."



This model of laying out residential develop-
ments around private park squares was trans-
ferred to the United States by William Penn in
the seventeenth century when he planned four
public squares of eight acres in each of the four
quarters of Philadelphia, the most fashionable
being Rittenhouse Square.'

Regent’s Park

The natural evolution from the square was
to develop larger park areas than the relatively
small squares with surrounding property to
generate the revenue to pay for them. The
most obvious ancestral genesis of the proxi-
mate principle came in the early nineteenth
century when Regent’s Park in London was
transformed from a royal park into a real estate
development targeted at the wealthy.” The land
had originally been claimed by the Crown in
the sixteenth century as a hunting preserve, but
by the early nineteenth century the forests had
been cleared and it was leased as agricultural
grazing land.

The park venture was initiated in 1811 by
the Prince Regent, the title of King George IV
before he acceded to the throne, for whom the
park was named. At this time the population
of London was growing rapidly and had ex-
panded out to Marylebone whose population
increased from 63,000 in 1801 to 158,000 in
1851.° The Prince realized that considerably
more income could be generated if this land
was developed for housing than if it remained
grazing land. He had a passionate interest in
architecture and development, and had be-
stowed his patronage on John Nash who had
long experience with designing country houses
and estates both for the Prince and other
wealthy landowners.  Hence, Nash was
charged with transforming the 464 acre site
into a residential development which would be
the finest in London.

Nash’s original plan for the site drew at-

tention to “the fact that wealthy landowners
infinitely prefer living near an open space...a
park where there were opportunities for riding,
driving and walking was an irresistible mag-
net” (p. 83).> Consequently, Nash established
as the central principle of his plan: “that the
attraction of open Space, free air and scenery
of Nature, with the means and invitation of ex-
ercise on horseback, on foot and in Carriages,
shall be preserved in Marylebone Park, as al-
lurements or motives for the wealthy part of
the public to establish themselves (p. 83).” In
his design for Regent’s Park, Nash brought to
the urban context the principles of picturesque
landscapes that had been developed by Capa-
bility Brown in country estates half a century
earlier and adapted by Nash’s former partner,
Humphry Repton.

The park was intended to be an exclusive
self-contained residential area, with no means
of entrance from the poorer estates around it.
It was a radical departure from the gridiron
housing estates surrounding it which were the
standard development pattern of the day. His
plan is shown in Exhibit 2-1. Nash designed
classical residential terraces on the periphery
of the park which encircled and framed it, and
they had magnificent views across the park. It
was designed as a “garden city for the aristoc-
racy” so eight villas were placed within it as
miniature country houses; others were clus-
tered into two picturesque groupings adjacent
to the park. There were 2,500 housing leases
from the terraces and by the time it was com-
pleted it was widely recognized as the most
beautiful estate in London.’

Regent’s Park was completed in 1826. It
was not initially conceived as a public park,
but London’s population explosion created
pressures which led to it being opened to the
public in incremental stages commencing in
1835. By 1841 there was substantial public
access, so it effectively then evolved into a
large public park (although still owned by the



Exhibit 2-1 Regent’s Park in 1968. Each Terrace is marked with its Date of Building; the Villas are

also shown
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Crown). The project took 15 years to complete,
but it proved to be an extraordinarily success-
ful real estate venture, and the value of the
housing was derived in large part from the
amenity value of the park.”

Prince’s Park

During the 1830s, the British government
was increasingly concerned about medical and

PARISH CHURCH
1817

social problems in the densely populated in-
dustrial cities. In 1833, a Parliamentary Select
Committee on Public Walks was appointed “to
consider the best means of securing Open
Spaces in the Vicinity of populous Towns, as
Public Walks and Places of Exercise calculated
to promote the Health and Comfort of the In-
habitants.” Their report stressed the health and
moral benefits that would accrue from parks,
and urged cities to develop them.® The re-



sponse from cities was underwhelming and
consistent with that which often confronts con-
temporary park advocates. Liverpool city
council’s comment in response to the Select
Committee’s report was typical:

The council is well disposed to pro-
vide a public park and the subject has
been discussed, but the value of the
land is so great in the vicinity of Liv-
erpool and the council have had so
many demands upon it that they do
not consider justified in incurring
such an expense (p. 3).”

Given this mindset, a model had to be intro-
duced which demonstrated that allocating
funds for a park would “not incur an expense,”
but, rather, would yield a return on the invest-
ment. Regent’s Park provided the model and
the next stage in its development occurred in
Liverpool.

The success of the Regent’s Park venture
was noted by Richard Vaughan Yates who was
a prominent industrialist, magistrate, and Liv-
erpool city councilor. Yates purchased 97 acres
for around £50,000, for a speculative develop-
ment located about a mile and a half from the
city center. He set aside 40 acres for a park —
known as Prince’s Park in honor of the birth of
the Prince of Wales in 1841 — and planned to
develop the remainder as exclusive housing in
the form of terraces and substantial single vil-
las, following the Regent’s Park principle.’
One historian noted, “This is a form of devel-
opment which had already appeared at Re-
gent’s Park on a much larger scale, and one
which was to be increasingly popular both for
private and public parks, the extra cost of lay-
ing out the internal park usually being covered
handsomely by the enhanced value of the now
more attractive land on the periphery” (p. 67).2

The naming of the park after the Prince of
Wales suggests that Yates had aspirations that

some of the status connotations of London’s
royal parks might be conferred upon his Liver-
pool venture. Yates planned a park to which
the general public would have access to the
broad central areas, but parts of it, especially
the more ornamental gardens around the lake,
would be closed to all but the privileged key-
holders who would inhabit the new houses
built on the periphery °.

In chapter 6 of this monograph, it is noted
that developers of residential communities
which are built around golf courses for the
most part have no interest in operating a golf
course because often they are not financially
viable operations and are a distraction to their
core businesses of building homes. Hence, fre-
quently they seek to transfer title of the course
either to golfers to operate as a non-profit or-
ganization or to a specialist golf company.
Yates appears to have had similar thoughts for
the proposed public area of Prince’s Park, in-
viting the Liverpool city council to purchase
and operate it. For 75 years the city refused to
take responsibility for it, so it was maintained
by a Yates family trust until the city finally
agreed to acquire it in 1918 for a bargain sale
price of £11,000.°

Insights into Yates’ plans for financing the
park can be gleaned from articles which ap-
peared in the local press®. The Liverpool Mer-
cury in 1843 reported that Yates was seeking
to attract other investors into the project. The
article noted that Yates was offering:

An opportunity of aiding the founder
of Prince’s Park in the accomplish-
ment of his design. We know not, in-
deed, that it holds out the inducement
of an immense profit...but it seems to
often the more substantial, and to
prudent men, the more tempting bait
of a fair return’

It has been noted that, “These were the years



Exhibit 2-2 Paxton’s Plan of Prince’s Park, Liverpool
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when the taking of a risk on the chance of
making a bumper profit tempted many ambi-
tious men to invest; dramatic gains and losses
were the stuff of commercial life” (p.4).6 The
Liverpool Mercury article revealed that Yates
hoped to raise £50,000 (the amount he had
paid for the 97 acres of land).

To expend...in the purchase of land
and the erection of houses in the park.
The rents, after payment of the annual
expenses, will be divided among the
proprietors...There is every probabil-
ity of the scheme proving completely
successful’

In 1843, it was announced in a newspaper ad-
vertisement that: “Several of the principal
Gentry of Liverpool have already purchased
Villa lots, and many have expressed a wish to
rent houses, whilst others are prepared to build
in Terraces for their own habitation or as an
investment” (p.4)°

Yates hired Joseph Paxton to design and
construct Prince’s Park which was accom-
plished in 1842 and 1843. Paxton was the lead-
ing botanist-gardener in the country. By this
time, he had been in charge of the gardens of
Chatsworth, one of Britain’s finest stately
homes, for over 20 years. His patron at Chats-
worth, the Duke of Devonshire, was passionate
about botany and used his extraordinary wealth
to indulge his passion, sending expeditions
around the globe to bring back to Chatsworth
the most exciting and interesting plants. In this
environment, Paxton’s talents and fame flour-
ished, and Chatsworth’s gardens were the most
famous in the country. Thus, securing Paxton’s
services for this venture “was a marketing
coup for Yates. For Paxton, it represented his
first essay in municipal design, setting a pat-
tern that would be developed and extended in
all his future projects” (p. 115).

There was a linkage with Regent’s Park.
James Pennethorne, who was a protégé of
Nash and had worked with him on Regent’s
Park, assisted Paxton in the design of Prince’s
Park. His experience in establishing the inti-
mate relationship between the parkland and
surrounding dwellings at Regent’s Park, pre-
sumably was valuable in designing Prince’s
Park.®

Paxton’s design is shown in Exhibit 2-2.
A broad curving perimeter drive, flanked by a
separate narrower footpath, linked the four
road entrances. The design separated the park
into two principal areas. The major area was
wide open, undulating grass parkland, planted
with informal groups and single trees which
was to be the public access area. This con-
trasted with the more private, intensive garden
area which featured an irregular, sinuous lake
designed to create the impression of a long
winding river with its own island linked by a
bridge which was to be for the exclusive use of
residents. The housing around the formal park
faced into it and ornamental bedding fronted it
linking the houses directly with the park.

The land plots sold more slowly that Yates
expected, and most of the terraces shown on
the plan were never built.” Nevertheless, the
project was an important advancement of the
proximate principle because, “Prince’s Park
was a forerunner of later Victorian Parks, with
its principle of exclusive housing built around
the edges of the park on individual plots sold
for profit” (p. 118)°

To this point in time, the proximate prin-
ciple had been implemented only in the context
of private land developments. The London
Squares, Regent’s Park and Prince’s Park used
the park as an attraction to raise the price of
surrounding residential property in the owner’s
development- -in this sense, golf courses con-
structed as the central feature in some real es-
tate developments (which are discussed in
Chapter 6) are their contemporary progeny.



Birkenhead Park

The next stage in the proximate principle’s
evolution was to apply it in the public domain
whereby public entities benefited from its im-
plementation rather than private developers.
This transition took place in Birkenhead.

In the 1840s the city of Liverpool was ex-
periencing annual growth of 5000-10,000 peo-
ple. Across the River Mersey from Liverpool
was located the village of Birkenhead which in
1820 had a population of 100. The inaugura-
tion of a steam-powered ferry linking the two
communities meant that Birkenhead became an
obvious site for absorbing some of Liverpool’s
population growth. Consequently, in 1833, an
Act of Parliament was passed establishing the
Birkenhead Improvement Commission to de-
velop a new and competitive port to Liverpool.

In 1843, a second Birkenhead Improvement
Act was passed empowering the Commission-
ers to establish a park.®

Given this authorization, the Commission-
ers purchased a 225 acre site of unattractive,
swampy low-lying land. The land was pur-
chased cheaply because of its poor quality for
£70,230 which was approximately Is 3d per
square yard.” Even this price was inflated be-
cause when the Improvement Commission of-
ficially purchased the land in 1843, it was
owned by several of the commissioners who
had used their inside information to quietly
buy from the original owner and secure a per-
sonal profit for themselves when it was resold
to the commission.’ Thus, the town “benefited
from that peculiarly Victorian blend of enter-
prise and liberalism which was the acceptable
face of the industrial revolution” (p. 48).'°

In this way, Birkenhead Park became the
first urban park in the world to be publicly
funded and to be freely accessible to all mem-
bers of the public at all times. It was intended
to be “The People’s Garden.” It “brought the
ideal of a huge rural landscape right into the

center of the city as a founding principle of its
development” (p. 136). > The commissioners
designated 125 acres of it for use as a public
park in perpetuity, while the remaining 100
acres was to be sold for house plots, to the new
captains of industry from Liverpool following
the precedents of Regent’s Park and nearby
Prince’s Park. They were familiar with Pax-
ton’s work at Prince’s Park and hired him to
design and construct it. Paxton proclaimed it
was “not a very good situation for a park as the
land is generally poor’ but, nevertheless, ac-
cepted the project.

Paxton started work in 1842, the park was
completed in 1846, and the official opening
was in 1847. In many ways, it reflected the de-
sign of Regent’s and Prince’s Parks, but a ma-
jor difference was that access to the houses
was from public roads outside the park; rather
than from the carriage road inside the park
which was the access featured at Regent’s and
Prince’s Parks. He “was determined that the
park should not be, nor appear to be, the prop-
erty of the houses which surrounded it” (p.
78).% It was a public park and that required that
it be designed to encourage all to have access.

Nevertheless, Exhibit 2-3 illustrates that it
was designed so the public funds would be re-
covered by the sale of adjacent residential
building lots:

Birkenhead Park was a self-financing
venture employing the simple device of
surrounding the park with plots for sin-
gle houses and terraces, and selling
them at an enhanced value because of
their relationship with the park. The
profit from this paid for the park (p.
50)."°

The design featured islands in lakes and small
hills which were derived from the lakes’ exca-
vations, winding paths, picturesque meadows,
open glades, and wooded areas designed for
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Exhibit 2-3 Birkenhead Park Lot Sale Plan, 1850
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strolling and quiet reflection, with residential
properties on terraces surround the park.
Commentators raved about the magnificent
park when it was completed. For example, the
Edinburgh Journal called it “one of the great-
est wonders of the age” (p. 135)°.

The cost of excavation, construction and
planning in Birkenhead Park amounted to
nearly £70,000, a thousand men being em-
ployed on the work for upwards of two years.”
Hence, when the land cost is included, the total
cost was approximately £140,000.

It has been reported that the residential
lots

that were sold between 1843 and 1845 were
priced at 11s 4d per square yard.? Exhibit 2-4
shows the price that was being asked for lots
that were still on offer in 1850. The prices are
somewhat lower, probably reflecting that the
first lots to be sold were the most desirable, but
also that the area’s economy suffered through
an unstable period in the mid and late 1840s.
The locations of the lots listed in Exhibit 2-4
are shown on Exhibit 2-3. The total number of
lots on Exhibit 2-3 appears to be 43. If this is
correct, then the 20 unsold lots listed in Exhibit
2-4 would represent fewer than half of the to-
tal.

Exhibit 2-4 Lots Available for Sale at Birkenhead Park in 1850
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Exhibit 2-5 Projected Revenue from Lots available for sale at Birkenhead Park in 1850

Lot # Total sq yds
3 9,640
6 21,969
7 6,362
8 4,740
9 7,121
10 5,510
11 3,083
16 6,086
22 21,620
24 21,987
27 12,860
29 10,238
30 4,798
31 7,566
32 11,532
35 29,146
36 8,932
39 9,773
40 15,517
41 10,875

Totals: 20 229,355

Price in shillings* Total revenue (£’s)

10s 4,820
7s 7,689
7s 6d 2,386
8s 1,896
6s 2,136
6s 6d 1,791

S5s 6d 848
6s 1,826
Os 9,729
Os 9,894
8s 5,144
6s 6d 3,327
6s 6d 1,559
6s 2,270
8s 4,613
7s 6d 10,930
Os 4,019
10s 4,886
10s 7,758
Os 4,894
92,415

* English currency at that time was expressed in pounds (£), shillings (s) and pence (d). There were 20 shillings in

a pound and 12 pence in a shilling.

Exhibit 2-5 indicates that the income
forthcoming from the lots available in 1850 if
they were all sold at the prices being asked
would have been £92,415 at an average price
of a little over 8 shillings a square yard. The
aggregate square yardage of the 23 lots which
apparently had been sold by 1850 is unknown.
If it is assumed to be (say) 240,000 square
yards, extrapolating from column 2 in Exhibit
2-5, and the reported average price of 11s 4d

per square yard is applied to it, then it would
have generated £135,996. Based on these cal-
culations, the projected income would have
totaled £228,000, which would have far ex-
ceeded the park’s cost of £140,000.* In addi-
tion to paying for the capital cost of the park,
this real estate would have provided a consis-
tent income stream in property taxes to pay for
the park’s maintenance and future develop-
ment.®

* According to the Bank of England, the value of £1 on 1851 when converted to 2002 equates approximately to £53.3.
thus, in contemporary values, the park’s total cost approximated £7.5 million or $13.4 million (using the current ex-
change rate of 1.8); revenues would convert to £12.2 million or $21.9 million; so surplus revenues would be £4.7 mil-

lion or $8.5 million.



The period of political and economic in-
stability which occurred while the park was
being completed meant that the demand for
high-end houses dissipated. Thus, many of the
lots were not sold and some were eventually
reabsorbed as extensions to the park. Never-
theless, Birkenhead Park vividly illustrated the
potential of the proximate principle as a finan-
cial raison d’étre for public parks in urban ar-
eas.

Given his legendary, inspirational role in
the design, landscape architecture and popu-
larization of parks in the United States, it
should come as no surprise that the agent for
transitioning the proximate principle from
England to the United States was Frederick
Law Olmsted. Birkenhead Park received wide
publicity, visitors came to see it from far and
wide, and Olmsted was one of them. After
seeing it in 1850, he wrote of:

a perfection that I had never dreamed
of. I cannot undertake to describe the
effect of so much taste and skill as
had evidently been employed...And
all this magnificent pleasure-ground
is entirely, unreservedly, and forever
the people’s own...But you are in-
quiring who paid for it. The honest
owners- -the most wise and worthy
people of Birkenhead- -in the same
way that New-Yorkers pay for ‘the
Tombs,” and the Hospital, and the
cleaning (as they amusingly say) of
their streets (p. 72).2

He was inspired by Paxton’s design and incor-
porated many of the features and principles he
observed there into the design that he and Cal-
vert Vaux prepared for New York City’s Cen-
tral Park, although the latter was on a much
larger scale. Indeed, he returned to Birkenhead
Park in 1853, and again in 1859 after work had
started on Central Park in 1858 to obtain “full

particulars of its construction, maintenance and
management” (p. 183).> Most importantly,
Olmsted took notice of the financial arrange-
ment that undergirded its viability- -the proxi-
mate principle.

IMPLEMENTING THE PROXIMATE PRINCIPLE AT
CENTRAL PARK

Central Park was the first deliberately
planned urban park in the United States. The
success of Central Park was evident from its
subsequent emulation. The beginning of the
public parks movement in the United States
can be traced to it. The site was a squalid
messy landscape of squatters, pigsties, trash,
slaughter houses, goats, mud and swampland
with a pervasive obnoxious odor. When the
site for Central Park was selected, most city
residents lived more than three miles to the
south,'" so one of the four objectives of Central
Park was that it should be a strategic public
investment that would encourage real-estate
development in the surrounding blocks. (In-
deed, Olmsted resisted pressures to make Cen-
tral Park an up-market estate with limited ac-
cess by the public similar to the original con-
ceptualization of the pioneering Regent’s Park
in London).

Before funding for Central Park was
committed, Olmstead, using his Birkenhead
Park knowledge, explained how the proximate
principle would result in the park being self-
financing and his argument convinced key de-
cision-makers. Thus, the New York City
Comptroller, writing in 1856 shortly after the
city acquired title to the land for Central Park,
said, “the increase in taxes by reason of the
enhancement of values attributable to the park
would afford more than sufficient means for
the interest incurred for its purchase and im-
provement without any increase in the general
rate of taxation” (p. 12)."?

Olmsted consolidated the initial concep-
tual acceptance of the proximate principle at



2-6." These data received enhanced credibility
in 1884 when a pamphlet signed by many emi-
nent bankers and businessmen confirmed its
general conclusions.’

Central Park by subsequently providing em-
pirical verification of it. He was responsible
for the earliest documentation of the relation-
ship between public parks and real estate val-
ues. A summary of his data is given in Exhibit

Exhibit 2-6 Frederick Law Olmsted’s Documentation of the Impact of Central Park on the
Property Tax Base of the Three Proximate Wards

The earliest documented relationship between public parks and real estate values was developed
by Frederick Law Olmsted at New York City’s Central Park. The data were an important element in
stimulating creation of the entire New York City park system, and they supported the evolution of the
public park movement in many other American cities in the late 19" century.

Olmsted was aware that many in the City of New York were skeptical of spending so much
money on land acquisition and park construction. To justify the expenses in 1856, Olmsted began
tracking the value of real estate in the three wards surrounding the park, comparing the higher tax
revenue from this adjacent property to the debt charges the city was paying on the bonds used to ac-
quire the land and build the park. The results of his tracking and the conclusions he derived from it are

shown below:

Ward 1856 1857 1858 1859 1860 1861

Twelfth $8,149,360 $8,134,013 $8,476,890 $10,062,725 $11,857,114 $12,454,375
Nineteenth 8,041,183 8,558,624 10,971,775 12,621,894 16,830,472 16,986,152
Twenty-second 10,239,022 10,489,454 11,563,506 13,261,025 14,775,440 17,666,866
Total $26,429,565 $27,182,091 $31,012,171 $35,954,644 $43,463,026 $47,107,393
Ward 1862 1863 1864 1865 1866 1867

Twelfth $13,100,385 $14,134,825 $15,493,575 $18,134,805 $18,381,650 $24,940,737
Nineteenth 17,903,137 19,003,452 20,462,607 23,070,890 37,636,050 46,249,340
Twenty-second 18,041,857 18,281,222 18,756,276 19,824,265 24,052,715 30,915,240
Total $49,045,379 $51,419,499 $54,712,458 $61,029,960 $80,070,415  $102,105,317
Ward 1868 1869 1870 1871 1872 1873

Twelfth $28,143,005 $42,648,865 $48,869,700 $50,362,925 $54,568,885 $62,457,680
Nineteenth 53,608,040 59,608,040 71,319,633 77,771,930 91,283,545 110,519,305
Twenty-second 36,175,185 47,663,245 53,146,920 57,666,340 60,185,820 63,104,530
Total $117,926,230  $150,224,743  $173,336,040  $185,801,195  $206,038,250  $236,081,515

Assessed value in 1873
Assessed value in 1856
Showing an increased valuation of

$236,081,515.00

26,429,565.00

$209,651,950.00



The total expenditure for construction,

from May 1%, 1857 to January 1%, 1874, is
The cost of land of the Park to the city is
The cost of the Park to the city is

$8,873,671.50
5,028,844.10
$13,902,515.06

The rate of tax for the year 1873 is 2.50, yielding on the increase of valuation
as above stated, increase of tax amounting to $5,241,298.75.

Total increase of tax in three wards

The annual interest on the cost of land and improvement of the Park,
up to this time, at six percent

Deduct one percent, on $399,300 of stock, issued at five percent

$5,241,298.75

$834,150.94
3,933.00
830,157.94
Excess of increase of tax, in three wards, over interest on cost of

land and improvements $4,411,140.81

When it was only half complete, Central Park began to generate revenue. Olmsted documented a
$55,880 net return in annual tax from the park in 1864. By the end of 1873, Central Park had cost the
City of New York $13.9 million. Land acquisition had cost $5.0 million, and capital improvements to
the property came to $8.9 million. In his 1875 report to the Board of Commissioners, Olmsted pre-
sented the total cost for Central Park and the increase in tax revenue from the surrounding properties.
His chart displayed the values of property in the wards adjacent to the park, which he then compared
to the average increases in property value in the city’s other wards during the same period.

Olmsted suggested that without Central Park, the property values in the three wards surrounding
the park would have appreciated at the same rate as property in other city wards, which was 100%. At
that rate the properties in the Twelfth, Nineteenth and Twenty-Second Wards would have been worth
$53 million in 1873—but their appraised value was $236 million. Olmsted proposed that the tremen-
dous increase in property value and tax revenue, was directly attributable to Central Park. In 1873
alone, income from property tax in the three wards, minus the interest on the cost of the land and its

improvements, was $4.4 million.

Source:  Fox"

By the 1890s, the homes of many of
America’s richest families including the As-
tors, Vanderbilts and Rockefellers were lo-

cated on Fifth Avenue from 46mstreet to

72"street.”> Soon after Central Park was com-
pleted, the New York Parks Commission was
able to assert that before the park was devel-
oped, the three wards adjacent to the park paid
one dollar in every thirteen the city received in
taxes; but after its development they paid one-
third of the entire expenses of the city, even
though acquiring the land for Central Park re-

moved 10,000 lots from the city’s tax roll.'

Attributing all the high increase in the
property values in these three wards to the
park, as Olmsted (Exhibit 2-6) and the New
York Parks Commission claimed, was proba-
bly inappropriate and an exaggeration of the
park’s influence. It is likely that natural growth
in the city’s population which caused a north-
erly movement of people would have created
increased property values in these wards with-
out the park. Indeed, the average values in
other parts of the city increased approximately



100% during this time period. However, as
Olmsted pointed out in his 1875 report to the
Board of Commissioners'”, if this average rate
of'increase had been applied to the three wards
contiguous to Central Park then their property
value would have been about $53 million;
whereas it was actually $236 million. Thus,
even when this is considered, the park’s influ-
ence remained considerable. A commentator
writing in 1923 noted:

The assumption that this increase was
entirely due to the acquisition and de-
velopment of this park would be un-
warranted. As property changes from
acreage to city lots the percentage of
increase in value is greater than during
any other period of development. Much
of this advance in value may be specu-
lative, but that there is a real increase
due to the land having become market-
able cannot be questioned. During the
period covered by the increase in tax-
able values about Central Park, the
great northward movement in popula-
tion and improvement began, and there
would undoubtedly have been a
marked advance in value even if Cen-
tral Park had not been bought and im-
proved; but it is unreasonable to sup-
pose that it would have been so great.
If we cut the figures in two and con-
clude that values within these three
wards were quadrupled as a result of
this improvement, it is likely that we
would not be far wrong (p. 177)."*

The Ripple Effect of the Central Park
Data

The highly publicized financial success of
Central Park generated calls for the scenario to
be replicated elsewhere in the New York City
area. For example, in a letter to the New York
Times in 1882, a correspondent noted that Cen-

tral Park “has not only paid, but it has been a
most profitable investment, and regarded in the
light of a real estate transaction alone, it has
been a great success”(p. 3)."” He went on to
observe that “those who want a reduction in
the tax rate and those who favor the movement
for its effect on real estate” were now “certain”
to support development of future parks. As a
result of the Central Park success, the letter
writer advocated a proposal to acquire and de-
velop two new 2,000 acre parks on the periph-
ery of the city before its expanding population
reached those areas. He argued:

Four or five millions of dollars at the
utmost will be sufficient and, as ex-
perience has proved, the City will not
only be reimbursed for the outlay, but
will receive in the increased tax in-
come collected on the enhanced value
of land contiguous to the proposed
parks much more than will be re-
quired for maintenance and other ac-
counts, leaving, as in the case of Cen-
tral Park, a handsome profit on the
investment (p. 3)."

The enormous influence of Olmsted and
the vast reach of the firm that carried his name
for almost 100 years ensured that the docu-
mented evidence from Central Park established
the proximity principle as conventional wis-
dom among planners and park advocates, and
resulted in it being used to justify major park
investments in many other communities.

In Brooklyn it was a prime factor in stimu-
lating development of the 526 acre Prospect
Park, which Olmsted and his partner Calvert
Vaux also designed and built. One of the main
purposes of the plan was to stimulate new real
estate development.'* At Prospect Park, Olm-
sted and Vaux sought to purchase the adjoining
land to recoup the park’s costs by selling lots
using the Birkenhead Park model, but legal



difficulties prevented them from doing this.
The proximate principle became a cliché
accepted by all and was rarely challenged. It
was used in many other locales, as local gov-
ernments realized that large public parks en-
couraged new residential development on the
periphery of a city which they believed ex-
panded and strengthened the tax base."> Land

creased tax revenue fully reimbursed the initial
investment required to acquire and develop the
land. The pervasiveness of the proximate prin-
ciple in the collective psyche of elected offi-
cials, park managers, landscape architects and
planners in communities in the late nineteenth
and early decades of the twentieth century is
illustrated by the quotations and descriptions

on the fringes was inexpensive and there was assembled in Exhibit 2-7.

general acceptance of the principle that the in-

Exhibit 2-7 Tllustrations of the Pervasiveness of the Proximate Principle

e The Olmsted and Vaux 1868 Brooklyn report noted that Prospect Park had increased nearby prop-
erty more than four times in value.'®

e The 1874 report of the Boston Park Commission included a table demonstrating how “land adja-
cent to parks” had risen far beyond the “average increase” in New York and other cities.'®

e In 1890 the Boston Metropolitan Park Commissioners reported:

“The citizens of Boston had examples before them, in the parks of neighboring American cities,
which assured them that, while the cost of necessary open spaces would be great, the returns in
taxes from the enhanced value of real estate in the vicinity of the new parks, as well as the income
from betterments, would ensure them a strong financial support.”"’

e In 1900 the Boston Park Commissioners reported:

“Franklin Park has cost for land and construction, to the present time, $3,800,000, while the cost
of maintenance for the year 1899 amounted to $36,700. The increase in valuation of lands in the
vicinity of the park, which were assessed for betterment, was $1,230,000 between 1883 and
1890."

e InMadison, Wisconsin, a citizens committee appointed to investigate and report upon the amount
of increase in the city’s assessed value of property attributable to parks concluded:

“In our judgment, from ten to fifteen per cent of the increase in the value of taxable property in
the city of Madison during the period mentioned is attributable to the establishment of parks,
drives, playgrounds, and open spaces in and around the city of Madison, by and through the ac-
tivities of the city, its citizens and the Park and Pleasure Drive Association.”

When translated into dollar terms, the committee concluded that the increased tax revenue the city
received from the presence of its parks “are meeting all the expenses of their maintenance, and all
interest charges on the investment, and, in addition, are paying into the city treasury at least
$10,000 to be expended by the city for other municipal purposes.”'®



The Hartford Park Commission, Connecticut, reported: “A careful examination shows that the
parks constructed during the last ten years have increased the ground list by a sum equal to that
expended by the city in their purchase and development, and have gone far toward making up that
which has been taken from the tax list. This increase will continue for years.”"®

The Park Superintendent of Keney Park in Hartford reported: “If the influence of Keney Park is
considered to exist only one thousand feet from its borders, then the value of the lands abutting it is
probably four times the value they were sixteen years ago.”"®

In San Francisco, the Real Estate Circular was the monthly magazine of the real estate fraternity.
Initially, it had opposed the investment of city resources into developing Golden Gate Park, refer-
ring to it pejoratively as “our Great Sand Park,” but it gradually changed its position as it watched
the developing park lift property values. By July 1868, the Circular was reporting with approval
Olmsted’s data relating to Central Park, and in 1873 informed its readers that Central Park “Before
it was half finished...had paid for itself in the enhancement, ten times over, of real-estate values,”
and began advocating more rapid improvement and investment in the “Great Sand Park.”"’

The Superintendent of Parks in Kansas City in 1912 stated:

“Any wide awake city can establish its park system without one cent of general indebtedness to
the city. In other words, the enhancement in values of benefited lands will be more than sufficient
to pay the cost of the acquisition and improvement of the park system. This will impress you as
being a too optimistic view, yet in our own city it is a fact recognized and not disputed with refer-
ence to boulevards, and to a somewhat lesser degree with reference to parks and parkways...In
Kansas City, at least, the effect of park and boulevard improvements has been the enhancement of
land values far in excess of the whole cost of the acquisitions and improvements of their park sys-
tem... Wherever this work has been properly executed and maintained, it should be considered an
investment and not a tax.”"®

At the first meeting of the city of Minneapolis Park Commission in 1883, the commissioners were
presented with Olmsted’s data from Central Park and urged to invest quickly and extensively in
park land while it was relatively inexpensive. Writing in 1946, the long time director of that sys-
tem stated unequivocally: “The real estate values promoted through the establishment of all of our
parks and playgrounds, and, in later years, the playground and recreational system, have returned
to thz% city’s commonwealth not only the entire costs involved, but a handsome interest as well” (p.
26).

Henry Hubbard, Professor of Landscape Architecture at Harvard University observed in 1924,
“After the park is established the land abutting it is increased in value, which value comes back to
the city in increased taxes: and in addition to this localized increase in values on account of the
visible and obvious advantages which accrue to the abutting property, there will also be a general
rise in value because the park has raised the tone of the city as a whole” (p. 12).*'

William Stinchcomb was the “father” of the impressive system developed by the Cleveland Metro-
politan Park District in Ohio, serving as its director from 1915 to 1954. In the early years of his
tenure he consistently espoused the proximate principle in his effective advocacy for park funds.
For example, in 1920, he told a reporter:



“The $200,000 we can get from the levy will enable us to buy. Then the adjacent land will rise in
value and this will be reflected in the tax duplicate and hence yield more taxes. Thus, in a sort of

circle, the improvement pays for itself.”**

Additional Evidence from New Jersey

The first county park system in the U.S.
was the Essex County Park Commission in
New Jersey which was established in 1895.
Olmsted was hired to plan it and, although his
plan was never fully realized, he did design
two major county parks within the Newark city
limits: 360 acre Branch Brook Park, which is
famous for its four-mile park loop roadway,
romantic lake and streams and large meadow
area; and Weequahic Park which also features
a lake and large meadow area. Much of the
early justification for park investment in Essex
County was based on the proximate principle.
Thus, in 1915, the Park Commission engaged a
consultant to assess the impact on land values
of four Newark park — Eastside, Westside,
Weequahic, and Branch Brook.?' An extract
from a summary of the report published in the
Newark Sunday Call is shown in Exhibit 2-8.
The results showed that over a 12 year period,
the increased taxes paid to the county by adja-
cent property owners, which were attributable
to the four parks, were sufficient to pay all
debt charges and almost all of the maintenance
costs.

Similar results were reported in a study
undertaken by a firm of accountants for the
neighboring Union County Park System in
New Jersey in 1928.” The study focused on
property adjacent to Warinanco Park in both
the City of Elizabeth and the Borough of Ro-
selle, for the years 1922 and 1927. For com-
parative purposes, the study reported assessed
values of the City of Elizabeth; the tenth ward

of that city in which the park was located; and
of the balance of the taxing district of Roselle,
for the same years. Results of the study are
summarized in Exhibit 2-9.

The consultants reported that the increase
in assessed values in the Elizabeth tenth ward
outside the area adjoining the park in this pe-
riod was 64.1%. If the area adjoining the park
had increased in value at that rate since 1922,
then its assessed value would have been only
$450,000, giving a total for 1927 of $1.15 mil-
lion instead of the $3.77 million shown in Ex-
hibit 2-9. The difference of $2.62 million they
believed was attributable directly to the influ-
ence of the park.

A similar situation was evident on the Ro-
selle side of the park where the rate of increase
for the Borough property beyond the park area
was 34.5%. If this rate were applied to the
park area property, then the increase in as-
sessment values from 1922 to 1927 would
have been $370,000 giving a total of only
$1.44 million instead of the actual total of
$2.65 million shown in Exhibit 2-7. Again, the
difference of $1.21 million was attributed by
the consultants to the influence of the park.

A subsequent update of this study re-
viewed the 17 year period from 1922 to
1939.%* It reported that there was a 632% in-
crease in assessed valuations on properties ad-
jacent to Warinanco Park during this period.
This was nearly 14 times the average increase
of 46% for the entire city during the same pe-
riod of years. The property in Elizabeth adja-
cent to the park which was assessed at
$703,000 in 1922, rose to $5.1 million in 1939.



A similar, though less spectacular, increase developments of parkways and playgrounds

was shown on lands adjacent to the park in Ro- were considered to be as central economic, so-
selle where valuations on land adjacent to the cial, and political issues, as the development of
park increased by 257%. parks. Hence, the remaining discussion in this
chapter separately reviews the results of stud-

THE IMPACT OF PARKWAYS ON PROXIMATE ies that investigated how each of these two
PROPERTY VALUES land uses impacted proximate property values.

Parkways were first introduced by Olm-

In the first third of the twentieth century, sted and Vaux in their design of Prospect Park

Exhibit 2-8 The Impact of Four Newark Parks on Adjacent Property Values

The property immediately adjoining the four parks named was assessed in 1905 for $4 million
and in 1916 for $29.2 million, an increase of $25.1 million, or 606 per cent. Property in these same
taxing districts, perhaps not wholly outside the ‘park influence,” was assessed in 1905 at 36.6 million,
and in 1916 at $111.5 million, a gain of $74.9 million or 204 per cent. Thus, while the property ad-
joining the park increased more than six times in value, property in the remainder of the same taxing
districts about doubled in value. The following table shows the dramatic increases in adjacent proper-
ties associated with each of the four park sites:

RATE OF INCREASE IN PROPERTY VALUES

Property adjacent to Rest of same taxing Adjacent taxing
Park o .
parks district districts
Eastside 9 times 2% times 2% times
Westside 15 times 3 times 3 times
Weequahic 14 times 7 times 3 times
Branch Brook 5 times 2% times 3%3 times
(part adjoins park)

If the increase in valuations adjoining these parks has been the same as in other property in the
same taxing districts, and no more, it would have been $8.4 million, leaving an increase as a result of
the parks of $16.6 million. The fortunate owners of this property have been enriched by this large
sum beyond what they would have been had the parks not been established.

But this was not all. The cost of these four parks was $4.2 million. The increase is enough to pay
for them four times. The cost of all the parks in the county was $6.9 million -- say $7 million. The in-
creased value of adjoining property alone, beyond what it would have been if the parks had not been
constructed, was sufficient to pay for all the parks in the county 2.4 times. The Commission stated
that “the increased revenue to the county was sufficient to pay the interest and sinking fund charges
on the bonds issued for park construction, and meet almost the entire cost of the annual mainte-
nance.”

Source: The Newark Sunday Call cited in Weir”'



Exhibit 2-9 The Influence of Warinanco Park on Adjacent Land Values in the City of Elizabeth

and the Borough of Roselle 1922-1927

City of Tenth Ward Adjacent to Borough of Adj acer.lt to
Elizabeth  in Elizabeth Park on Rosell Park in
zabe zabe Elizabeth side oselie Roselle
1922 Assessed 83.90 16.10 0.703 7.10 1.07
Value*
1927 Assessed 95 15 29.05 3.770 11.57 2.65
Value*
% Increase 49.1% 80.4% 436.1% 62.8% 147.0%

* Values are in $ millions.
Source: The Playground *'

in Brooklyn. In their earliest form they were
conceptualized as broad, tree-lined boulevards
that characterized the major approaches to a
park and were intended to extend the park out
to surrounding farmlands.”> A parkway was
conceptualized as a limited-access highway
located through a park, which combined rec-
reational areas with the movement of passen-
ger vehicles.”

The idea was subsequently adopted by
many other cities, most notably Boston and
Kansas City. The main difference between
parkways and highways was that “highways
place a greater emphasis upon convenience and
directness, while the emphasis in parkways is
upon agreeableness and pleasure, so that
movement becomes in itself a form of recrea-
tion. Parkways thus having the motive of rec-
reation are conceived more generously in the
matter of space and width” (p. 119).%°

In contemporary society, the distinction
between a highway and a parkway in an urban
setting has essentially disappeared since the
dominant goal of all main urban arteries today
is the efficient movement of traffic, and not
their aesthetic appeal. However, in the first

third of the twentieth century, development
and maintenance of parkways was a major re-
sponsibility of many urban park departments
and their positive impact on proximate land
values was a primary justification for their
construction. For example, George E. Kessler,
who master-minded the early evolution of the
excellent Kansas City park system, made the
following observations regarding boulevards
(which in his context was a synonym for park-
ways) in a report to his Board of Park Com-
missioners in 1910:

Conservative real estate men [in Kan-
sas City] estimated the present value
of the ground frontage on the Kansas
City boulevards, less building im-
provements. They compared this
valuation with that of ground fronting
on adjacent streets which were not
boulevards. They found that the dif-
ference in favor of the boulevard real
estate was a quarter of a million dol-
lars more than the entire cost to tax-
payers of all the parks and boulevards
embraced in the system...Real estate



men discovered years ago that front-
age on boulevards easily doubles the
market value of lots on streets two or
more blocks distant.”’

Writing much later in 1937, two landscape ar-
chitects from Harvard reaffirmed that this view
was still the prevailing conventional wisdom
(the italics are theirs):

In most cases where public money
has been spent for parkways the as-
sumption has been definitely made
that the proposed parkways will show
a provable financial profit to the city.
It has been believed that the estab-
lishment of parkways causes a rise in
real estate values throughout the city,
or in parts of the city, to such a de-
gree that increased proceeds from
taxation may equitably be collected,
sufficient to meet both the interest
charges entailed by the original ex-
penditure and the sinking-fund re-
quirements for discharging the debt

(p. 6).%

The prevailing mind-set was that these recrea-
tional parkways were analogous to linear parks
and, thus, a similar premium attributable to
their aesthetic appeal would be present.
Given the prominence of parkways in the
urban landscape, these same two Harvard pro-
fessors, undertook an empirical study of their
impacts on land values.”® Sample sections of
three parkways were selected for investigation
in Kansas City, Missouri; Boston, Massachu-
setts; and Westchester County, New York. The
methodology used was to compare the value of
land before the creation of a parkway with the
value of the land near the parkway after it had
been in existence for some years. Land values
were measured in dollars per square foot based
on assessed valuations of the property. The

authors drew three general conclusions from
their project:

e The increase in land values close to a
parkway was greater than that of land unaf-
fected by the parkway.

e Some benefits of parkways were spread
generally across the whole city.

e “From all our study we have come to a
firm conviction that parkways, properly
designed in their relation to all the needs of
a considerable population, will be worth
their expense and that their value will be
reflected in the taxable values of property
so that, in truth, the community as a busi-
ness will be better off financially on ac-
count of the parkway because it will ulti-
mately be receiving annually in added
taxes more than the annual charge to the
community for creating and maintaining
the parkway” (p. 128).%°

Some park commissions made extravagant
claims for the influence of parkways. For ex-
ample, Westchester County, New York, whose
parkway system was probably the most com-
prehensive in the country in the late 1920s, in-
cluded Exhibit 2-10 in its 1929 annual report.
It showed the valuation of taxable land im-
provements increased by over 100% from 1923
when the park commission was formed to
1929. The commissioners grandiosely claimed
that the “Enhanced valuations of taxable val-
ues [were] created by the county park system.”

This was reinforced by an assessed valuation
study in the 1930s completed by the commis-
sioners’ real estate department which con-
cluded, “The lands adjacent to the Bronx River
Parkway have enjoyed an increase of 1178%
as contrasted with a 393% increase for the out-
side area.” And the park commission proudly
noted that the entire cost of the Bronx River
Parkway had been returned “to the County and
the various municipalities, through the collec-



tion

of



Exhibit 2-10 Extract from the Westchester County Park Commission Annual Report, 1929

INTEREST AND AMORTIZATION ON CAPITAL FINANCING IN
40 TO 50 YEAR BONDS TO PAY FOR PARK LANDS AND IMPRQVE-
MENTS IS OFFSET BY ENHANCED VALUATIONS OF TAXABLE
VALUES CREATED BY THE COUNTY PARK PROGRAM
$1.644,114,324;
2,
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almost $23,000,000.00 more in tax receipts
from this affected area than would have been
collected, had its increase been the same as for
the outside area.”®

However, the Harvard professors in their
study observed the “great rise in land value in
Westchester County, although it was doubtless
increased and hastened by the parkways,
would have taken place to a considerable ex-
tent if there had been no parkways” (p.127).%°
They pointed to the pressure on land caused by
the large population growth of New York City
in this period, the growth in automobile use,
and the introduction of improved rail services
as key factors in stimulating the growth.

Increases in parkways’ proximate land
values were clear, but there were two reasons
why it was naive to attribute the increase to the
design of the parkways. First, as the authors
noted in the case of Westchester County, there
were invariably numerous confounding vari-
ables which also contributed to the increases
and they commented, “It is quite impossible to
segregate accurately...the effect due to the
parkway with the effects due to many other
causes” (p. 32).%°

A second factor was the changing role of
the automobile in the first third of the century.
When Olmsted and Vaux and Kessler origi-
nally developed the parkway idea, the automo-
bile was a recreational vehicle for the wealthy,
but by the early 1930s, it had become a transit
vehicle for the middle classes. The parkways
“furnished channels for quick accessibility” (p.
61)* because they were “insulated” arteries
along which crossings of highways and rail-
roads were eliminated. In essence, they were
an early form of freeway which sought to inte-
grate aesthetic beauty with the need to expedite
vehicle movement. Thus, much of the en-
hanced value of proximate lands was likely to
stem from the enhanced accessibility the park-
ways offered as traffic and transit arteries to
these properties, rather than from their aes-

thetic appeal.

THE IMPACT OF PLAYGROUNDS ON PROXIMATE
PROPERTY VALUES

In most communities today, the distinction
between parks and playgrounds has disap-
peared. Typically, playground equipment is
one of multiple features incorporated into the
design of parks. Playgrounds as independent
entities are confined primarily to inner city
neighborhoods where they are vestiges of a
previous planning era. However, in the first
third of the twentieth century, independent
playgrounds were a common feature in the ur-
ban landscape. These entities were defined as,
“spaces wholly designed for play, and having
little or no park-like qualities” (p. 324).%

In 1926, the Metropolitan Conference of
City and State Park Authorities in New York
observed: “We have no evidence that
neighborhood playgrounds cause that direct
and measurable increase in land values which
has been proven in the case of major park and
parkway extensions” (p. 376).>° The conven-
tional wisdom of that era on the likely impact
of playgrounds was mixed. One commentator
observed:

Some of the opinions that have been
expressed as to the effects of play-
grounds on land values point out that
playgrounds not having a park-like
effect decrease land values; that be-
cause of the noise and dust caused by
a large number of children on the
playground the “bordering-on” prop-
erty value would be decreased; that
playgrounds are undesirable in the
“better class” residential districts (p.
376).%

There was anecdotal evidence to support this
view, such as this report from 1926:



A delegation of citizens from the
Tompkins Square neighborhood
waited on the Park Commissioner
demanding that the playground be
taken out--not because their children
did not attend, but because of the
great clouds of dust that were raised
on windy days because of the dry
weather and the bad surface of the
playground. This action certainly in-
dicated an unpleasant state of affairs,
which would not make the houses
surrounding the playground a desir-
able place to live in (p. 324).”"

At the same time another observer, who was a
professor of landscape architecture at Harvard
University, while acknowledging this view-
point was prevalent, concluded: “But when-
ever a playground is necessary, it cannot be
denied that its presence raises the value of the
whole neighborhood” (p. 376).%°

Inresponse to these antithetical views and
to the lack of empirical evidence relating to
playgrounds, two major studies were under-
taken in the late 1920s. The first investigation
was in New York City and it focused on seven
playgrounds in Manhattan and two in Brook-
lyn.*” Changes in the assessed value of land
were compared between 1904 and 1926: (i) di-
rectly bordering on a playground; (ii) adjacent
to a playground, which was operationally de-
fined as streets located one, two or three blocks
away from it; (ii1) in the Section in which each
playground was located. Sections were large
areas, (eight in Manhattan) for which total as-
sessed valuations were given yearly; and (iv)
on the whole Borough. Data for the study
were derived from land value maps and tax
reports prepared by the Department of Taxes
and Assessments. The results are shown in
Exhibit 2-11.

The data in Exhibit 2-11 show that in only
three of the nine locations did the bordering

land increase at a greater rate than the adjacent
land. The increase in the adjacent land was in
seven of nine cases greater than the increased
assessed values in the section and in eight of
nine cases greater than in the borough. Also at
six of the playgrounds, the bordering values
increased more than those in the section and
borough. These findings suggested that the op-
timum location was not abutting a playground,
but was within one, two, or three blocks of it.
However, abutting such a facility created lar-
ger increases in land values than being outside
the service range of a playground.

Other conclusions drawn from this study
included:

e Inno case was there a decrease in the value
of bordering lots in the time period from
two years before the land for the play-
ground was acquired by the city to the year
1926. The author noted, “It is quite evident
that the acquisition or opening of these
playgrounds had no detrimental effect on
the land values around them, but rather, as
shown in many cases, an immediate up-
ward effect” (p. 325).%

e The more “park-like” the playground, the
more positive the impact on property val-
ues.

o Large sites increased the value of residen-
tial property to a greater extent than small
sites.

e The location of business and industry near
a playground minimized the effect a play-
ground had upon proximate property val-
ues. Conversely, the effect was greatest in
an exclusively residential neighborhood.

These findings were generally confirmed
in a second study reported a year later which
focused on nine playgrounds in Brooklyn, New
York, and four playgrounds in Orange, New
Jersey.*® Orange was included because it of-
fered a different kind of environment, “a city



Exhibit 2-11 Increase in Land Values at Nine Playgrounds Between 1904 and 1926

Percentage increases in assessed values of land

Date Character of

. of ac- neighbor- A.r 4 Period Bordering  Adjacent Tax
Name Location .- . in on play- to play- . Borough
quisi-  hood at time of years section
. C acres ground ground
tion  of acquisition
Residential,
ith scat-
MANHATTAN 27" Street and with seat- 1904 to
Chelsea 10" Avenue 1906 tered retail 3.1 1926 24 53 38 27
stores and
industry
West 59" Street o
West 59" St between 10%and 1906 esidential oy o 190410 99 75 3 27
11™ Avenues and industrial 1926
th Residential
St Gabriel’s 5> Sweetand2d 50 dmixed 29 120410 25 33 38 27
Avenue . . 1926
industrial
101st Street be- 1904 to
Yorkville tween 2nd and 1906 Residential 0.9 1926 52 42 9 27
3rd Avenues
East 76" Street to 1904 to
John Jay East 78" Street 1906 Residential 3.0 1926 98 103 45 27
and East River
152nd Street and 1904 to
Carmansville Amsterdam Ave- 1906 Residential 0.1 92 94 51 27
e 1926
East 67" Street 1914 to
St. Catherine between 1% and 1914 Residential 1.4 1926 11 13 39 19
2nd Avenues
BROOKLYN  Livonia, Dumont %pi“’}‘:egr o1l ¢
Betsy Head and Hopkinson 1912 crache 10.5 © 163 118 89 55
Memorial Avenues residential 1926
area
Scattered
18" Avenue and 1915 to
Graves-end 55 Sirect 1917 de.tached 6.9 1926 123 125 91 57
residences

Sources: (i) Charles J. Storey (1927). Increase of land values around playgrounds. The Playground September: 324-326.
(ii) Thomas Adams, Harold M. Lewis, Theodore T. McCrosky (1974). Population, Land Values and Government.
Regional Survey, Volume Il.. New York: Arno Press p. 178.

of houses and very few factories” (p. 378).
Two criteria were used to select playgrounds
for inclusion in the study. First, all were
staffed with a supervisor and were equipped.
Second, none were selected where the “border-
ing on” or “adjacent to” property values were
influenced by other public property, such as

schools or parks. The selected playgrounds dif-
fered in size (12 of the 13 ranged from 0.5
acres to 8.5 acres), type of district in which
they were located, and proximate land uses.
Some were in “very poor, highly congested
tenement and industrial sections, while others
were in the high class resi-



dential districts of one or two family detached
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Exhibit 2-12 Land Value Increases Associated with Playgrounds Located in Different
“Classes” of Residential Districts, 1909-1929.

“HIGH CLASS” DISTRICT

Three playgrounds were located in high class residential districts, “in which it was very desirable to
live, consisting of one and two family detached houses with well kept lawns and yards, and also better
types of apartment houses.” The increase in land values in percentages for the different playgrounds
were:

Name of Playground “Bordering On” Per Cent “Adjacent To” Per Cent
McKinley 158.0 162.0
Central 170.8 95.8
East 14" St. and Ave. “S” 102.0 88.0

“MEDIUM CLASS” DISTRICT
This type of residential district was characterized by “the better type of tenement houses and fairly de-
sirable one and two-family houses.” Four playgrounds were in these types of areas:

Name of Playground “Bordering On” Per Cent “Adjacent To” Per Cent
New Lots 68.0 103.0
McLaughlin 72.7 58.99
Metcalf 60.5 40.5
Ropes 53.0 53.8

“POORER CLASS’ DISTRICT
Six playgrounds were in “the district of poorer class tenement houses located in a business and indus-
trial area.” The percentage increase in land values associated with these playgrounds were:

Name of Playground “Bordering On” Per Cent “Adjacent To” Per Cent
City 72.4 87.3
McKibben 20.6 42.4
Colgate 27.2 4.6
McCarren 9.0 51.8
Lindsay 0.0 6.8
Greenpoint 0.0 0.0

Source:  Feldman®



houses with well kept lawns” (p. 378). Thus,
the playgrounds were classified as being lo-
cated in one of three categories of district: high
class, medium class, and poorer class. Again,
data were derived from land value maps pub-
lished annually by the cities of New York and
Orange for the 1909-1929 period. The results
are summarized in Exhibit 2-12.

The increase in land values of property
surrounding playgrounds was greatest in the
“high class” residential districts. As the resi-
dential desirability of a district decreased, the
extent of increase in land value diminished,
until in some of the “poorer class” districts no
change at all occurred in land values in the
1909-1929 period.

In the high and medium class districts the
“bordering on” increases were greater than the
“adjacent to” increases, but this pattern was
reversed among the poorer class districts. This
appeared to reflect a predominance of residen-
tial property in the high and medium class dis-
tricts and a predominance of industrial prop-
erty in the poorer class districts.

The findings indicating increases more fa-
vorable to residential “bordering on” proper-
ties, contrasted with those in the earlier study.
Another contrasting finding was that in this
study, size of playground did not affect the
relative increase in land values. However, the
findings of the earlier study were confirmed
since in 12 of the 13 cases there was no decline
in land value following the opening of the
playground.

A limitation of this second study was that,
unlike the first project, it did not offer any ba-
sis for comparison in land values in the area
beyond the immediate influence zone of the
playgrounds. The author concluded that his
data demonstrated, “The general opinion that
playgrounds are a detriment to land values in a
“high class” residential district is not true” (p.
380). However, without comparisons to other
areas in high class districts that were outside

the influence of the playgrounds’ zones this
conclusion is challengeable, since there was no
basis for assessing whether land values would
have increased by an even greater percentage if
the playgrounds had not been there.

CONCLUSIONS

The genesis of the proximate principle oc-
curred in the first half of the nineteenth century
in England where it started as a strategy used
by private developers to quantumly raise the
value of homes in their developments. When
the rapidly growing English industrial cities
were urged by central government to create
parks, they balked at doing so because they
were perceived to be a low priority. When the
proximate principle transitioned into the public
sector, it repositioned park expenditures as in-
vestments rather than costs in the minds of
taxpayers and elected officials. This was the
financial break-through that led to them be-
coming a standard component of the British
urban infrastructure.

The idea transitioned from the British to
the U.S. context through the influence of Fre-
derick Law Olmsted. Olmsted brought the idea
of the proximate principle to the U.S. from
England; broadcast it widely based on its intui-
tive appeal; and provided data from his Central
Park project which appeared to confirm it.
Thus, in 1868 writing to the future developers
of Riverside, Chicago, he cited the “vast in-
crease in value of eligible sites for dwellings
near public parks”32 and over 50 years later in
1919 his son Frederick Law Olmsted, Jr. con-
tinued to espouse the mantra: “It has been
fully established that...a local park of suitable
size, location and character, and of which the
proper public maintenance is reasonably as-
sured, adds more to the value of the remaining
land in the residential area which it serves than

the value of the land withdrawn to create it” (p.
14).%



Thus, throughout the time period of the
studies reviewed here- -from the earliest days
of urban park development in the United States
in the 1850s, through the 1930s--there was an
insistent, almost inviolate conviction among
park and open space advocates of the legiti-
macy of the proximate principle. It was con-
ventional wisdom among them but it was also
espoused by elected officials. This review of
the early studies emphasizes the long history of
the proximate principle and its early effective-
ness in persuading decision-makers to invest in
parks.

The relatively small number of early stud-
ies relating to the impact of parks on property
values was supplemented by many subsequent
studies in later years. These reflected the con-
tinued central role of urban parks in communi-
ties throughout the century. In contrast, the
role of parkways and stand-alone playgrounds
diminished considerably in later years, which
explains the subsequent absence of studies
measuring their impact.

Although substantial gains in proximate
property values were associated with parkway
developments, there was no convincing evi-
dence to indicate this was attributable to their
park-like qualities. It was not possible to un-
tangle the myriad influences accounting for the
increases. However, historical perspective sug-
gests that much of the value increase was at-
tributable to more effective and efficient access
for traffic and transit, rather than to the park-
ways’ aesthetics.

It had been claimed that playgrounds were
likely to depreciate land values in their vicin-
ity, but the empirical evidence suggested this
concern was generally unfounded, especially
in proximate rather than abutting properties.
The cases investigated indicated that, for the
most part, playgrounds caused no retardation
in the natural rise of land values. In residential
neighborhoods, playgrounds tended to increase
the value of proximate property at a greater

rate than in neighborhoods where business and
industry were present. These conclusions were
based on the results from only two studies.
However, both studies were carefully executed
and were comprehensive, involving 22 differ-
ent sites in three different communities, and
they reached similar conclusions. These char-
acteristics suggested that a reasonable level of
confidence could be placed in the generaliza-
bility of their findings.

In many ways, these rudimentary early
studies were naive, reflecting the underdevel-
oped nature of the statistical tools and research
designs in the early years of the field. They
were limited to simple calculations of in-
creased tax receipts accruing from properties
in proximity to parks, parkways and play-
grounds. However, this ignored the necessity
of unraveling the complicated plexus of factors
that may influence property values in addition
to parks. It was noted in 1937 that these “are
not merely additive, but react on each other
and may react in opposite directions in differ-
ent cases” (p. 124).%6

In subsequent eras, substantial improve-
ments were made in methods used for quanti-
fying the impact of parks and open space on
real estate values. Hedonic analysis using sta-
tistical techniques especially regression analy-
sis, and econometric models, made it possible
to identify the relative influence on property
values of factors other than parks, such as
house size, type, and location, and the relative
impact of other amenities such as schools,
shopping centers, and the central business dis-
trict. The emergence of these analytical tools
defined the end of the era of “early” empirical
studies rather than any specific date, but this
tended to occur in the late 1930s.

References

1. Lawrence, Henry W. (1993). The green-
ing of the squares of London: Transfor-



10.

1.

mation of urban landscapes and ideals.
Annals of the Association of American
Geographers 83(1),90-118.

Chadwick, George F. (1966). The park
and the town: Public landscape in the
19" and 20" centuries. New York: Prae-

ger.

Saunders, Ann (1969). Regent’s Park: A
study of the development of the area from
1086 to the present day. New York: Au-
gustus M. Kelley.

Thornton, Clifford E. (1984). The people’s
garden: A history of Birkenhead Park.
Wirral, England: Williamson Art Gallery
& Museum.

Colquhoun, Kate (2003). A thing in dis-
guise: The visionary life of Joseph Paxton.
London: Fourth Estate.

Hilary Taylor Landscape Associates Lid
(2004). Prince’s Park, Liverpool, restora-
tion and management plan. Volume 1 sur-
vey and analysis Liverpool City Council.

The Liverpool Mercury (1843) October
20.

Tate, Alan (2001). Great city parks. New
York: Spon

Chadwick, George F. (1961). The works of
Sir Joseph Paxton. London: The Architec-
tural Press.

Smith, Allan (1983). Paxton’s park. Archi-
tects Journal 179, (51/52), 48-51.

Garvin, Alexander (1999). A parks agenda
for the 21% century. The Millennium vi-
sion. A Supplement to Parks and Recrea-

12.

13.

14.

15.

16.

17.

18.

19.

20.

tion, October:27-37.

Metropolitan Conference of City and State
Park Authorities (1926). Parks as invest-
ments. New York City. Cited in L.H.Weir
(1928) Parks: A manual of municipal and
county parks. New York: A.S. Barnes.

Fox, Tom (1990). Urban open space: An
investment that pays. New York, New
York: The Neighborhood Open Space
Coalition.

Lewis, Nelson P. (1923). The planning of
the modern city. New York: John Wiley.

More parks for New York (1882, January
9). Unsigned letter to the editor. New York
Times, p.3, col.6.

Wilson, William H. (1989). The city beau-
tiful movement. Baltimore: The Johns
Hopkins University Press.

Board of Paris Exposition Managers
(1900). A history and description of the
Boston Metropolitan Parks. Boston:
Wright & Potter Printing Co.

Nolen, John (1913). Some examples of the
influence of public parks in increasing city
land values. Landscape Architecture 3(4),
166-175.

Deichanty, Randolph S. (1992). San Fran-
cisco Parks and Playgrounds 1839-1900:
the history of a public good in one North
American City. Cambridge, MA: Harvard
University Department of History, Ph.D.
Dissertation.

Wirth, Theodore (1946). History of the
Minneapolis park system. Minneapolis:
Minneapolis Park Commission.



21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

Weir, L.H. (1928). Parks: A manual of
municipal and county parks. New York:
A.S. Barnes.

Miller, Carol P. (1992). Cleveland
Metroparks past and present. Cleveland,
Ohio: Cleveland Metroparks.

Editorial (1928). County parks increase
property values. The Playground, March:
633-634.

Little, Charles (1969). Challenge of the
Land. New York: Pergamon

Rowe, Peter G. (1991). Making a middle
landscape. Cambridge, MA: The MIT
Press.

Nolen, John and Henry V. Hubbard
(1937). Parkways and land values. Cam-
bridge, MA: Harvard University Press.

Kessler, George E. (1910). Report of
Board of Park Commissioners of Kansas
City, MO: April 18",

Weigold, Marilyn E. (1980). Pioneering
in parks and parkways: Westchester
County New York, 1895-1945. Chicago,
[llinois: Public Works Historical Society.

Storey, Charles J. (1927). The increase of
land values around playgrounds. The
playground, September, 324-326.

Feldman, Jacob W. (1929). The effects of
playgrounds on land values of the “bor-
dering on” and “adjacent to” properties to
the playgrounds in Brooklyn, New York
and Orange, New Jersey. Playground and
Recreation, September, 375-384.

Adams, Thomas, Harold M. Lewis and

32.

33.

Theodore T. McCrosky (1974). Popula-
tion, land values and government. Re-
gional survey, Volume II, New York:
Arno Press.

Miller, Andrew R. (2001). Valuing open
space: Land economics and neighborhood
parks. Cambridge, MA: Massachusetts In-
stitute of Technology Center for Real Es-
tate.

Olmsted, Frederick Law, Jr. (1919).
Planned residential subdivisions. Pro-
ceedings of the Eleventh National Confer-
ence on City Planning. Harvard Univer-
sity Press: 14-15.






CHAPTER 3

The Later Empirical Studies

RESULTS FROM URBAN AND SUBURBAN STUDIES

The Influence of Different Park Design and Use Characteristic
Related Empirical Findings

FINDINGS FROM NON URBAN STUDIES

The Impact of Large Federal or State Park or Open Space Areas on
the Local Tax Base

FINDINGS NOT SUPPORTIVE OF THE PROXIMATE PRINCIPLE IN
URBAN/SUBURBAN CONTEXTS

CONCLUSIONS






CHAPTER 3

THE LATER EMPIRICAL STUDIES

The high profile of the proximate principle
in the collective public psyche waned from the
1930s onwards. There were occasional refer-
ences to it in the 1940s and 1950s. For exam-
ple, in their Home Builders’ Manual for Land
Development, the National Association of
Home Builders noted, “In the vicinity of park
and recreation areas enhanced values of build-
ing sites up to 15% to 20%, with a high level
of sustained value over the years, are not un-
common experiences” (p. 85)." However, such
references were conspicuously scarce. The
proximate principle virtually disappeared from
mainstream discussions of parks. There appear
to have been two reasons for this.

The first reason was an evolution in local
government spending patterns and priorities. In
the early days of municipal governments, these
entities spent money only on a limited set of
core services such as sewers, roads, police and
schools: “As local governments assumed re-
sponsibilities for an ever-widening array of
social welfare functions, the park proportion of
the budget declined automatically. Further,
parks were once loaded with social tasks now

performed by other reform institutions: juve-
nile courts, public housing, urban planning,
pollution control” (p. 176).” Other commenta-
tors observed:

After World War II and with the rise
of the suburbs, cities refocused their
planning and left parks in a spiraling
50-year decline. Many of the ideas
regarding the role parks play in city
planning and community socializa-
tion were lost. More importantly,
ideas about measuring park access,
assuring equity, and meeting the
needs of changing users languished
with the erosion of budgets for city
parks (p. 5).”

The reduction in park budgets caused by
this “crowding out” resulted in an inexorable
decline in expenditures on the maintenance
and renovation of parks. In many communities,
parks were allowed to decay. Many of them
became dispirited vacuums of dilapidated open
space characterized by vandalized equipment



and vegetation, rubble, and trash, that were
inhabited primarily by people engaging in so-
cially deviant behavior. It could no longer be
argued unequivocally that parks were commu-
nity assets when it was visually evident that
some of them were obvious liabilities. The ex-
istence of such parks made the proximate prin-
ciple a source of declining property values in
many urban areas and essentially erased it
from the collective psyche as a rationale for
public parks. The following perception written
in the 1970s was representative of how many
viewed parks:

In many congested neighborhoods with
almost no available park space, the few
parks to be found often lie all but un-
used by local residents. In recent years
community groups have marched to
City Hall as often to oppose proposed
park construction as they have to ap-
peal for it. For many people a park is
no longer an amenity: It represents a
threat to their safety and a liability to
the value of their property. In a quarter
of a century, a long-established phi-
losophy has been overturned. The im-
age of a greensward decorated with a
monument to a national hero or a play-
ground filled with happy children has
been replaced by visions of acres of
weeds interrupted by vandalized stat-
ues, or playgrounds barren of any us-
able equipment occupied by the social
dregs of the community.

From the most prosperous to the most
squalid neighborhood, the cry is the
same: The parks are not properly main-
tained and are often inhabited by unde-
sirables. Even in the high-population-
density areas, the few parks remain un-
used while children play amidst parked
and moving cars and adults lounge on
building stoops (p. 29).*

A second reason for the waning of the
proximate principle was an awareness of the
naiveté of the early studies on which its em-
pirical verification was based. These had as-
cribed all increases in proximate property val-
ues to the existence of a park. They disre-
garded the array of other factors that may have
contributed to such increases. Exhibit 3-1 iden-
tifies six sets of factors that may influence
property values:

(1) Structural or physical attributes related
both to the land and the building(s) con-
structed upon it;

(i1) Neighborhood attributes impacting upon
property values refer to factors in the
immediate area, but beyond the property
itself;

(i11)) Community attributes are those which
extend beyond the neighborhood, but
within the political jurisdictions in
which the property is located;

(iv) Locational characteristics relate to the
proximity of, or accessibility to, specific
facilities or land uses, whether these are
desirable or undesirable;

(v) Environmental attributes impacting upon
property values include levels of noise
and pollution, and the existence of
Views;

(vi) Time-related attributes are the macro-
economic conditions at the time of a
property sale.’

The realization that property value at a
given point in time results from its relationship
to multiple attributes within each of these six
broad groups of influences, eroded confidence
in the findings of the simplistic studies which
had been used to verify the proximate princi-
ple. Clearly, more sophisticated analytical
techniques were needed.



Exhibit 3-1 Factors influencing Property Value

Structural Attributes

E.g., numbers of bedrooms, bathrooms,
fireplaces, garages; square footage of house; lot
size; age of structure; existence of pool

Neighborhood Attributes

E.g., socio-economic characteristics of
neighboring residents; quality of neighboring
structures; ownership/rental; ethnic
composition

Community Attributes
E.g., school and tax districts

Property Value

Locational Attributes

N/

E.g., proximity and accessibility to various 4
(dis)amenities including waste sites, power
lines, highways, shopping centers, churches,
schools, cultural opportunities, airport, public
transportation

Environmental Attributes
E.g., view from property, noise levels, pollution
levels, stormwater

Time-Related Attributes
E.g., month and year of sale, number of days on
market

Source: Nicholls®



The first study of the proximate principle
to adopt a more sophisticated analytical ap-
proach was reported in 1939° and used regres-
sion analysis as its primary statistical tool. This
enabled the impact of parks on property values
to be isolated from other influences on it. Typi-
cally, either the market price or the assessed
valuation of properties was regressed against a
measure of distance and a set of “control vari-
ables” which measured the contributions of
other potential influences on a property’s value
as well as parks and open space.

However, relatively few studies were re-
ported on the proximate principle until the
1970s which was coincident with the increased
capability of computing that made feasible
more complex analyses containing a greater
number of control variables. As that capability
has accelerated, it has stimulated an increase in
the number of studies reported and enhanced
their level of sophistication. These enhance-
ments in recent years have emanated from the
ability to use GIS maps, to integrate house
sales data into them from multiple listing ser-
vices, and to undertake analyses with spatial
statistics. Thus, the increase in the number of
credible studies is at least partially the result of
advances in technology.

However, the resurrection of the proxi-
mate principle is also attributable to a change
in prevailing philosophy. In the late 1980s and
early 1990s, the benefit approach to the deliv-
ery of park and recreation services came to
prominence. It reminded elected officials, park
managers and park advocates that the focus of
public investments should be on benefit out-
comes and that it was collective or “public”
benefits, not “private” benefits, which were
most important. Public benefits are those that
accrue to most people in a community,
whereas private benefits accrue only to those
individuals who use a park fairly frequently.

A consequence of the tax revolt of the late
1970s and early 1980s was an emphasis on a

pay for service approach in order to raise reve-
nue to compensate for reduced tax funding.
Thus, the focus was on private benefits and on
creating user satisfaction. This served only to
marginalize the parks field further, because
those who did not use parks had difficulty un-
derstanding why they should support them
with tax resources. For example, one large re-
gional park agency reported that the average
property owner in the region paid $80 a year in
property taxes to the district, but only visited
the parks five times a year. ' There was a reali-
zation that to regain public support, park advo-
cates had to demonstrate that there are benefits
which accrue to infrequent users and to non-
users. The proximate principle is potentially
one of these. Hence, the renewed interest in it.

This chapter is divided into three main
sections. The first section chronologically re-
views studies reporting results in urban and
suburban areas. The key questions these stud-
ies addressed were:

(1) Did parks and open space contribute
to increasing property values when
other potential influences on those
values were also taken into account.

(1)) How large was the proximate effect?
(ii1)) Over what distance does the effect
extend?

Two subsections of the synthesis of ur-
ban/suburban studies address (i) the influence
of different park designs, types and use charac-
teristics on proximate premiums; and (ii) stud-
ies that related to the proximate principle but
for various reasons were not considered to be
“mainstream.”

Findings emerging from studies of parks
and open spaces in urban and suburban areas
may not be generalizable to rural areas because
of differences in context, scale or mission. For
this reason, results from studies undertaken in
those contexts are reviewed separately. In the



final section of the chapter, studies are re-
viewed in which the findings did not endorse
the proximate principle.

RESULTS FROM URBAN AND SUBURBAN
STUDIES

The shift from the rudimentary early em-
pirical studies to stronger methodological ap-
proaches was initiated by Herrick in 1939.° His
primary purpose was “‘to show the possibilities
of a simple method of analysis applied to
available data” (p. 96).° It was 25 years before
others emulated his approach which high-
lighted the pioneering nature of the study. Pio-
neers of new methods by definition expose
themselves to criticism. Contemporary col-
leagues identified what they believed to be sig-
nificant weaknesses in the mathematical mod-
els he developed, but at the same time they ac-
knowledged, “Mr. Herrick’s paper is an inter-
esting first approach” (p. 56).”

He was the first to use statistical tech-
niques to try and isolate the specific contribu-
tion of parks to property value increases vis-a-
vis other factors. It was an attempt to rectify
the fundamental weakness inherent in the early
studies of ascribing all increases to the exis-
tence of a park and disregarding the array of
other factors that may have contributed to the
increases. Herrick used regression analysis to
identify the impact of park acreage and popula-
tion density on real estate value in Washing-
ton, D.C. for the 1911-1937 period. He sug-
gested his analyses “made it possible to com-
pute the probable future average real estate and
land values for the city of Washington with
any assumed percentage of parks and density
of population, and so to determine whether the
probable increase in values justified the ex-
penditure necessary to procure any proposed
park lands” (p. 91).°

The analyses addressed average conditions
over the whole city, not the impact of particu-

lar parks on specifically defined proximate ar-
eas. The results indicated that total taxes col-
lected during the 27 year period on the incre-
mental values created by parks were $69 mil-
lion. Total expenditures for parks and recrea-
tion by the city during the same period was
$45 million, “leaving a balance of $24 million,
which we might say was contributed by the
park system to the maintenance of other mu-
nicipal services” (p. 92).°

In the context of a single year, it was cal-
culated that in 1937 the increase in real estate
values attributable to the parks of Washington,
D.C. was $339 million. The tax rate was $1.50
per $100 valuation, so the taxes collected on
these incremental values exceeded $5 million.
In that year, operating and maintenance ex-
penses for Washington’s parks were $2 mil-
lion, so based on these data the parks yielded a
net income to the city of $3 million.

Herrick concluded that his analyses sug-
gested: “Most cities could afford to have
twenty to thirty percent of their areas in parks.
The ten percent rule, which has been sug-
gested, is much too low” (p. 92).° However,
the dramatic findings and conclusions of this
study have to be tempered by the reservations
expressed by contemporary critics about the
application of the regression analysis.” In the
long term, the study’s main contribution was
its pioneering illustration of the potential role
of statistical tools for investigating this issue.

In 1961 the lack of convincing scientific
evidence to support the proximate principle
caused William Penn Mott Jr., who at that time
was superintendent of parks for the city of
Oakland, to write a letter to the Caro Founda-
tion in San Francisco stating the “need for con-
crete evidence to indicate that parks are good
business and that the purchase of park lands
for future use is good business for a city” (p.
3).!% As a result of that letter, the Caro Foun-
dation sponsored a study focused on two parks
in Oakland." The samples were relatively



Exhibit 3-2 The Impact of Two Parks in Oakland on the Assessed Values of Properties in the

Surrounding Neighborhoods

Properties fronting the ~ Properties one block

Properties two blocks

Name of park park from the park from the park
Clinton Park $3,416 $2,300 $2,355
San Antonio Park $1,489 $940 $932
Control Area* $876 $932 $1,195

* In the control area, the first zone fronted on to other houses rather than a park, so these values were not subject to

the influence of a park.

small, but they confirmed the positive impact
of park on the assessed values of proximate
properties. The results are summarized in Ex-
hibit 3-2.

Clinton Park was in a relatively affluent
area, while the San Antonio Park neighbor-
hood property values were substantially lower.
In both locations, the mean assessed values
(which were supplied by the Tax Collector’s
Office) of properties fronting the park were
dramatically higher than those of properties
located one or two blocks away from the parks.

A third neighborhood relatively close to
the San Antonio Park was used as a control
area. It mirrored the San Antonio neighbor-
hood in size, type of dwelling units, ethnic
composition, median family income, and edu-
cation level, but was not subject to the influ-
ence of a park. Thus, its first zone fronted on to
other houses rather than a park. Its aggregate
assessed values were substantially lower than
those of the San Antonio neighborhood, but
almost all the difference was attributed to
properties on the block that immediately
fronted the San Antonio Park.

The wider availability and greater capacity
of computing in the 1970s and 1980s stimu-
lated an increase in the number of empirical
studies investigating the issue. A 1972 study in
Philadelphia focused on seven sites, at three

parks, three schools, and one school-park com-
bination."" During the sample years of the
study, 1,725 property sales were recorded in
the neighborhoods around the sites. As a per-
centage of total housing units in each area, the
sample size ranged from 12% to 25.5%. In all
seven neighborhoods regression analyses indi-
cated that distance from the site had an impact
on property values, enabling the author to con-
clude, “there appear to be locational advan-
tages to school and park facilities, and these
advantages have been capitalized in the sale
price of nearby property” (p. 126)."!

The Philadelphia study was one of the few
to test for a “net effects” curve (Exhibit 1-6)
which postulates that while there is a positive
impact on the value of properties abutting a
park, it may be lower than the impact on prop-
erties a block or two away which are not sub-
jected to any nuisance created by access and
egress. The polynomial equation used to test
for this effect was found to be a good fit on
one site —a junior high school site with an ath-
letic field — with the maximum impact on prop-
erty occurring 600 to 800 feet from the site.

Another Philadelphia study in 1974 ana-
lyzed the impact on sales price of 336 proper-
ties in the vicinity of Pennypack Park.'? This
1,294 acre stream-valley park is in north-east
Philadelphia and was surrounded by residential



Exhibit 3-3 Value of the Average House related to Greenbelt Proximity

Walking Distance from Greenbelt

Average Value of House

30
1,000
1,283
2,000
3,200

$54,379
50,348
49,172
46,192
41,206

areas developed at a density of approximately
ten dwelling units per acre. The area around
the park was comprised of “unimaginative
housing, heavy in scale with natural landscap-
ing losing out to concrete and stone” (p. 275).
Based on their subjective evaluation of the
area, the researchers hypothesized that “the
residents do not consider natural amenity to be
very important” so “public open space would
be expected to have a relatively low effect on
land values compared to other neighborhoods”
(p. 275).

Despite the authors’ pessimistic prognosis,
regression analysis indicated that the park ac-
counted for 33% of land value at 40 feet. This
dropped to 9% at 1,000 feet and 4.2% at 2,500
feet which was the peripheral limit set for the
study. From these data, the authors concluded
that a net increase in real estate value of almost
$3.4 million was directly attributable to the
park.

The most frequently cited study in the lit-
erature of this era examined the effect of
greenbelts on property values in three different
areas of Boulder, Colorado." A total of 1,382
acres of greenbelt had been purchased adjacent
to residential developments in the 10 years
prior to the 1978 study. The sample consisted
of properties from each area that sold in a se-
lected calendar year which were located within
3,200 feet of the greenbelt (n = 82).

Variables in the regression model that
were believed likely to influence the sales
price of these single family homes were: (i)
walking distance in feet to the greenbelt; (ii)
age of each house; (iii) number of rooms in
each house; (iv) square footage of each house;
(v) lot size; (vi) distance to the city center; and
(vii) distance to the nearest major shopping
center. The regression results showed that,
other things being equal, there was a $4.20 de-
crease in the price of residential property for
every foot one moved away from the greenbelt.
This suggested that if other variables were held
constant, the average value of properties adja-
cent to the greenbelt was 32% higher than
those located 3,200 walking feet away. These
results are shown in Exhibit 3-3.

One of the three neighborhoods had been
able to take much greater advantage of the
open space amenity in its planning than the
other two neighborhoods, so the authors initi-
ated further analyses on it. In this neighbor-
hood, price decreased $10.20 for every foot
one moved away from the greenbelt. This re-
sulted in:

the aggregate property value for the
neighborhood being approximately
$5.4 million greater than it would
have been in the absence of greenbelt.
This increment resulted in an annual



addition of approximately $500,000
to the potential neighborhood prop-
erty tax revenue. The purchase price
of this greenbelt for the city was ap-
proximately $1.5 million, and thus,
the potential property tax revenue
alone would allow a recovery of ini-
tial costs in only three years (p.
215)."

There is an important caveat to these posi-
tive results in that 86% of the $500,000 proxi-
mate increment of property tax revenue ac-
crued to taxing entities other than the city, i.e.
county, school district, and other independent
districts. Thus, the incremental return to the
city alone was not sufficient to pay the costs
incurred by the city in purchasing the green-
belt. This creates a major policy issue. How-
ever, it should not inhibit the purchase of park
and open space areas because overall economic
benefits accrue to taxpayers whose revenues
fund all the governmental entities.

Resolution of this conundrum requires one
of two actions. The first requires that a city be
prepared to accept the inevitable criticism that
is likely to occur when it raises taxes to pur-
chase the land, knowing that its taxpayers in-
deed will benefit when return on the invest-
ment is viewed in the broader context of total
tax payments to all governmental entities. The
alternative strategy is to persuade the other tax-
ing entities to jointly fund purchase of the open
space areas, since all will reap proximate tax
revenue increments deriving from them.

A study undertaken in Worcester, Massa-
chusetts, in the early 1980s examined the rela-
tionship between four parks and the values of
all properties sold within a 4,000 foot radius of
each park during the preceding five years (n =
170)."* ' 1° The multiple listing service from
which the study’s data were derived recorded
actual sale price of a house, along with infor-
mation on other characteristics that might ef-

fect the sale price including lot size, number of
rooms, age, garage, taxes paid and condition.
Distance to the park in feet was added to this
set of variables.

The results showed that, on average, a
house located 20 feet from a park sold for
$2,675 more than a house located 2,000 feet
away. However, 80% of the aggregate increase
in value was derived from properties located
within 500 feet of the parks. Effects could not
be traced beyond 2,000 feet from the parks.
Using these data, it was estimated that the ag-
gregate property value increase attributable to
these parks was $3.5 million.

The impact of two parks on the values of
proximate residential developments in Dayton
and in Columbus, Ohio, was reported in
1985." The 170 acre Cox Arboretum in Day-
ton was a wooded open space containing spe-
cialized herb, ornamental and other plant gar-
dens. Its impact on an adjacent fairly new sub-
division of 300 properties was assessed. The
152 acre Whetstone Park in Columbus, con-
tained ballfields, trails, natural areas and a 13
acre rose garden, and it was adjacent to an
older residential area. In both cases, samples of
approximately 100 residences were used in the
study.

The regression analyses indicated that for
every additional foot of distance a property
was located away from Cox Arboretum and
Whetstone Park, the selling price decreased
$3.83 and $4.87, respectively. The average dis-
tance of properties in the study areas were 814
feet and 973 feet from Cox Arboretum and
Whetstone Park, respectively, and these prop-
erties yielded proximate premiums of $3,100
and $4,700. Given the average selling prices of
properties in the residential areas were $58,800
and $64,000, the park premium represented
5.1% in the Cox Arboretum subdivision and
7.3% at the Whetstone Park residential area. In
neither case was an assessment made of how
this average premium varied between proper-



ties immediately abutting the parks and those
located (say) 2,000 feet away, which presuma-
bly were much less impacted by the parks.
An empirical investigation in Salem, Ore-
gon, in 1986 reported that open space in the
form of greenbelt at the fringe of the urban
area exerted an influence on urban land values
that extended inward from the urban boundary
about 5,000 feet.'® The researcher concluded
that urban land adjoining farmland zoned ex-
clusively for agriculture was worth $1,200 per
acre more than similar land 1,000 feet away.
Washington County, Wisconsin, is located
40 minutes northwest of Milwaukee and is
growing rapidly. The impact of two parks in
the county on property values was studied."
Jackson Park is a 25 acre park located in the
Village of Germantown. The study was pro-
voked by two common concerns: (i) property
owners adjacent to a proposed county park
were concerned it would have a negative im-
pact on their property value; and (ii) taking the

$120.00
$113.36

$100.00
$80.00
$60.00
$40.00

$14.53
$20.00

$9.73

property off the tax roles would put an undue
burden on the rest of the residents.

The study used assessed values and meas-
ured the parks’ impacts within a half-mile
(2,640 feet) radius. It controlled for structural
variables. The results for Jackson Park are il-
lustrated in Exhibit 3-4. Properties within 200
feet increased by $113.36 in assessed value for
each foot a property was closer to the park.
Aggregated incremental assessed valuation
attributable to the park was $1.58 million
which generated $30,128 in annual tax reve-
nues. 19.2% of'the assessed value of properties
within 200 feet of the park was attributable to
the park. For example, if a property located
outside the influence of the park was valued at
$120,000, it would have a value of $143,000 if
it were located within 200 feet of Jackson
Park.

At Homestead Hollow County Park, as-
sessed value decreased by $4.96 for each foot
of distance from the park up to the half-mile

Decrease of total
assessed value per
foot

$6.41
$4.46

$ f f
0-200 ft. 201-400 ft.

401-600 ft.

601-800 ft. 801-1000 ft.

Exhibit 3-4 Decrease of Total Assessed Value per Foot (Jackson Park)



radius. These results were similar to the Boul-
der greenbelts study reported earlier in the
chapter. Aggregate value attributable to the
parks was $880,000, generating annual tax
revenues of $18,100.

A county-wide analysis of 6,898 single
family residences sold in a two year period in
Leon County, Florida, reported that homes
within 200 feet of the nearest park were worth
an extra $6,015, while the premium for those
between 200 feet and 1,320 feet (0.25 mile)
was $1,773.20 There was some evidence of the
impact of a restricted supply since when the
analysis focused on the most densely populated
parts of the county (over 2,500 people per
square mile, primarily within the city of Talla-
hassee), the premiums for parcels within 200
feet of a park rose to approximately $14,000.

In addition to the county-wide analysis,
studies were undertaken on the specific impact
of two parks. Myers Park in Tallahassee is a 47
acre natural area park. Data from 58 single
family home sales in the previous two years
were used in the analysis, which concluded
that those within 200 feet of the park sold for
$24,600 more than they would have brought
had they not been close to the park. Since there
were 75 properties within this 200 foot zone,
the enhanced value attributable to the park was
$1.845 million.

Maclay State Gardens on the fringe of Tal-
lahassee is a Florida State Park embracing roll-
ing hills, a picturesque lake and spectacular
and extensive floral gardens featuring both na-
tive plants and exotic flora. It includes the 877
acre Lake Overstreet addition which also fea-
tures a lake and surrounding woodlands. Over
the two year period 442 single-family residen-
tial properties were sold in the census blocks
immediately surrounding the gardens. Regres-
sion analyses indicated that properties physi-
cally abutting the park had a premium of
$47,000 (n = 104), while for those not abutting
but within 200 feet the premium was $21,000

(n="70). These premiums when applied to all
properties within the 200 foot zone, added $6.3
million to the property tax base.

A study of the impact of 14 neighborhood
parks on suburban areas of the Dallas-Fort
Worth metroplex was based on 3,200 residen-
tial sales transactions recorded over a 2 /5 year
period.”' The parks were all between 2.5 acres
and 7.3 acres in size except for two which were
0.5 and 0.3 of an acre. They were “intermit-
tently maintained” and were selected because
of their ordinariness rather than their excel-
lence. The author described them as “a stan-
dard of park quality well within the range of an
evenly marginally committed developer. Na-
tional monuments these are not” (p. 169). The
selected parks were in neighborhoods of sin-
gle-family houses. As far as possible, parks
near arterial or collector streets, shopping or
commercial centers, or abrupt changes in
demographic characteristics were excluded
from the study to clarify the effect of the park.
The comprehensive regression model incorpo-
rated 29 variables that could potentially influ-
ence sales price. Travel distances using a GIS
program were used as the distance variable.

The price effects compared against home
values a half-mile from the parks are shown in
Exhibit 3-5. Homes adjacent to parks received
an approximate price premium of 22% relative
to properties a half-mile away. Approximately,
75% of the value associated with parks oc-
curred within 600 feet of a park and 85%
within 800 feet. This distance approximates a
two to three minute walk and delineated the
parks’ principal areas of influence. The price
effects of the parks were insignificant at a dis-
tance of approximately 1,300 feet (a quarter
mile), the conventional estimate of a 5 minute
walk.

This study also reinforced the value of the
edge factor discussed in chapter 1. It found that
while large parks add more valuable to resi-
dents’ property than small parks, the premium



is small relative to that of proximity. All else
equal, then, more value will be created by a
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ties who do.
A large data set to measure the impact of
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Exhibit 3-5 Impact of Proximity to Parks (14 Neighborhood Parks, Dallas-Fort Worth Metroplex)

series of small parks, which permit more total
houses in their vicinity, than by a single large
park of equivalent area.

Exhibit 3-6 demonstrates the outcome if
this principle is applied to the 50 acre park il-
lustration shown in Exhibit 1-1. Exhibit 3-6
suggests that the tax base enhancement ema-
nating from six 8.33 acre parks with dimen-
sions of 202 yards x 33 yards, and non-
overlapping impact zones, will be substantially
greater in aggregate than the premium gener-
ated by the 1210 yard x 200 yards, 50 acre
park. However, such a revenue benefit is likely
to be partially offset by higher initial develop-
ment and construction costs, and more expen-
sive operations costs over time. The scenario
of a set of smaller parks rather than one large
park may be more appealing to developers who
do not have to incur the additional ongoing
maintenance costs than to governmental enti-

the proximate principle was assembled for the
city of Portland, Oregon. It was comprised of
16,636 single family home sales during a three
year time period. The mean home sale price
was $66,198 (1990 dollars) and the average
size was 1,396 square feet. The impact of parks
on property within a 1,500 foot radius was
measured. It was estimated that a block was
200 feet, so the 1,500 foot (0.28 mile) radius
reflected an average distance of approximately
7.5 blocks.

Results from these analyses were reported
in two different papers. In the first paper the
193 public parks were not differentiated by
type.** Two statistical models were applied to
the data set. The authors concluded that homes
within 1,500 feet of a public park increased in
value by $2,262 (3.5%) or $845 (1.2%) de-
pending on the model used, compared to prop-
erty outside the 1,500 foot area. When the
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Exhibit 3-6 Implications for Proximate Premiums of distributing 50 acres of Parkland among
Six Smaller Parks rather than allocating it to a Single Large Park

impact of different distances within the 1,500
foot radius was evaluated by the two models,
the premium values ranged from $5,023
(7.6%) and $3,527 (5.3%) for properties within
100 feet of a park, to $2,109 (3.8%) and
$1,004 (1.5%) for properties that were located
1,301 to 1,500 feet away.

In the second paper using this same data
set, the authors classified the public parks into
three different categories: urban parks, natural
area parks, and specialty parks/facilities.”
These are defined in Exhibit 3-7. The results
showed that being within 1,500 feet of a natu-
ral area park accounted for $10,648 (16.1%) of
a home’s sale price holding all other factors

constant. The impacts of urban parks and spe-
cialty parks/facilities were $1,214 (1.8%) and
$5,657 (8.5%), respectively. The relatively low
premium for the urban parks may be attribut-
able in part to urban parks often having greater
variations in quality.

The impact of distance from each of the
three types of area on home values is reported
in Exhibit 3-8. This shows, for example, that a
home located 401-600 feet away from a natural
area park on average had a $12,621 premium
(19.1%), while the average premium for a
house adjacent to an urban park was $1,926
(2.9%). These data do suggest there are rela-
tive disadvantages to being located next to the



Exhibit 3-7 Definition of Open Space Categories

Open Space Type

Definition

Urban Park

Natural area park

Specialty park/facility

More than 50% of the park is manicured or landscaped and developed
for nonnatural resource dependent recreation (e.g., swimming pools,
ballfields, sports courts).

More than 50% of the park is preserved in native and/or natural vege-
tation. Park use is balanced between preservation of natural habitat and
natural resource-based recreation (e.g., hiking, wildlife viewing, boat-
ing, camping). This definition includes parcels managed for habitat
protection only with no public access or improvements).

Primary use at the park and everything in the park is related to the spe-
cialty category (e.g., boat ramp facilities).

Exhibit 3-8 Variations in Proximate Values at Different Distances for Each Open Space Type

(1990 Dollars)
Variable Urban Park Natural Park Specialty Park/facility

Distance <200 $1,926 $11,210 $7,396
Distance 201 - 400 2,061 10,216 5,744
Distance 401 - 600 1,193 12,621 10,283
Distance 601 - 800 817 11,269 5,661
Distance 801 - 1,000 943 8,981 4,972
Distance 1,001 - 1,200 1,691 8,126 4,561
Distance 1,201 - 1,500 342 9,980 3,839

Number of observations 16,747

facilities, since the largest premiums for the
urban park, natural area park and specialty
park/facilities were in the 201-400, 401-600,
and 401-600 foot distance bands, respectively.

Another technically strong study was re-
ported on the impact of the Barton Creek

Greenbelt and Wilderness Park in Austin,
Texas.”* This is a linear 171 acre natural area
to the west of downtown that includes 7.5
miles of multi-use trails. The authors examined
its impact on three neighborhoods that bor-
dered this amenity: Barton, Lost Creek and



Travis. Single family home sales over a three
year period constituted the data source. The
sample sizes of home sales for the Barton, Lost
Creek and Travis neighborhoods were 224,
240 and 236, respectively.

Results of the study are summarized in
Exhibit 3-9. The table shows that the premium
for adjacency to the greenbelt was highest in
the Barton neighborhood and that it repre-
sented 20% of the average price of all homes
in that neighborhood. The comparison crite-
rion is important because all the homes im-
pacted by the greenbelt are included in the av-
erage price. If the comparison criterion had
been with houses beyond the direct impact of
the greenbelt (say 1,500 feet or more away),
then it is likely that the premiums shown in
Exhibit 3-9 would have been substantially
longer.

The last column in Exhibit 3-9 shows the
decline in value with each foot of distance
away from the greenbelt. These figures are
substantially higher than those reported earlier
in the chapter for the greenbelts in Boulder,
Colorado, the two parks in Dayton, and for the
parks in Washington County, Wisconsin, al-
though in the first two cases the different val-

decade time difference between the two stud-
ies.

The lack of positive impact in the Lost
Creek area was attributed to the different char-
acter of the greenway at that point. Homes di-
rectly adjacent to the greenway in Lost Creek
were located on the edge of deep, thickly vege-
tated ravines which offered neither recreational
access nor attractive views. The vegetation in-
hibited recreational access and the views were
of other properties across the ravines rather
than of the greenspace. In the Travis area
where the proximate premium was relatively
low, the topography of the land did not allow
for non-adjacent properties to enjoy a green-
belt vista, so the premium was primarily a re-
flection of the value accorded proximate ac-
cess.

A study conducted in a 1,350 square mile
suburban and exurban region in central Mary-
land used a sample of 55,799 arms-length sin-
gle transactions of owner-occupied residential
properties that occurred in a five year time pe-
riod.” It measured the proportions of areas
within 400 meters of houses that were in dif-
ferent land uses. The study recognized that
open space is heterogeneous and measured the

Exhibit 3-9 Results from Three Austin Neighborhoods Proximate to the Barton Creek Greenbelt

and Wilderness Park

Home Sales Prices ($’s)

Neighborhood

High Low Mean
Barton 550,000 105,000
Lost Creek 899,000 179,000
Travis 392,000 130,000

220,000
356,000
233,000

Decline in value

Adjacency ~Adiacency
Premium Premium ;herfow
: e Greenbelt
(§’s) Percentage ($’s)
44,000 20% 13.51
0 0% 3.97
16,000 6% 10.61

ues may be attributable to inflation in the two

mimpact on house sales price of different cate-



gories of open space. The author reported that
in contrast to residential, commercial or indus-
trial uses, open space had a positive impact on
a residential property’s value. However, the
premium for proximity to privately owned
open space protected by a perpetual easement
was $4,503 or 2.6%, while that on properties
close to government purchased open space was
$2,038 or 1.2%. It was suggested that the pri-
vately protected land yielded a higher premium
than the publicly owned land because the latter
is available to people from outside the local
area. They may generate a spillover nuisance
cost by reducing privacy and increasing con-
gestion which is not present at privately owned
open space.

A similar study was undertaken in Berks
County in southeastern Pennsylvania.”® The
data base was 8,090 residences sold over a four
year period in the suburban/exurban areas of
the county. Again, the amount of land that was
in open space, residential, commercial and in-
dustrial use within 400 meters of each house
was measured. The authors concluded that
within the 400 meter area, open space was the
most desirable land use but the premiums on
house prices were very small, even lower than
those in the Maryland study.

The relatively low premium values re-
ported in these two studies may be a function
of three factors: (i) the self-cancelling effect of
aggregating open space because both high
quality amenity open space and dispirited open
space that leads to decreased proximate prop-
erty values are included in the mean averages;
(i1) averaging the proximate premium over 400
meters because most proximate value is likely
to be captured within 150 meters and the value
decay beyond that distance is substantial so
that at 400 meters it is likely to be zero; and
(ii1) some parts of the study areas were rural
with zoning ranging from 1 to 5 acre minimum
lot size, so the supply of private open space
was relatively plentiful.

In 2003, comprehensive detailed studies of
the impact of five selected parks in New York
City were undertaken.”” The authors did not
use hedonic analysis. Rather, they compared
the values of property sales transactions within
Park Impacted Areas (PIAs), which consisted
of 1-2 blocks immediately adjacent to the
parks, with associated Control Areas (CAs)
comprising the next 3-4 blocks beyond the
PIAs. The CAs were used to hold constant the
influence of the other factors that might impact
real estate values. The comparisons were made
over the time period from 1992 to 2001. All of
the five parks selected for the case studies had
benefited from substantial capital investment
in renovation during this time period.

The five parks were Prospect (Brooklyn),
Crotona (Bronx), Clove Lakes (Staten Island),
St. Albans (Queens), and Serrano (Bronx). The
graphs in Exhibit 3-10 compare the sales prices
per square foot for single family homes and
multi-family units (where these were present)
over the 1992-2001 period. The sample sizes
(n) of sales transactions from which the value
data are derived are shown underneath each
graph. The results show that the positive im-
pacts of renovation at the first two parks were
substantial; for the other three parks the results
showed moderate enhancement of property
values.

Olmsted and Vaux considered Prospect
Park to be their masterpiece. In the 1992-2001
period, $103 million worth of capital renova-
tion was undertaken in the 526 acre park, re-
storing it to its status as a first-class, signature
park. The PIA and CA zones selected for com-
parison were in the Park Slope neighborhood.
In the most recent four year period, single fam-
ily homes sold for between 32% and 153%
more per square foot in the PIA than in the CA
(Exhibit 3-10(a)). The same trend was apparent
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Exhibit 3-10 Comparison of the Sales Price per square foot of properties within the Impact Areas

(PIA) of Five Parks with those of their control areas (CA)
Prospect Park (526 acres), $103 million, 1993 — 2001
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in the comparison of multi-unit properties but
the difference was not as dramatic, ranging
from 20% to 84% over the most recent four
years (Exhibit 10(b)). In the case of multi-unit
properties, the prices were similar before the
renovations commenced and as more im-
provements were made the value gap between
the PIA and CA zones became more accentu-
ated. However, the per square foot values of
both the PIA and CA properties increased
markedly. Some of this may be attributable to
inflation and the vibrant economy at that time,
but it is likely that some of the CA added value
also is attributable to the renovations since be-
ing 3-6 blocks away from the park suggests the
park exercises some proximate impact.

Renovation of Crotona Park took place
from 1993 to 2001 at a cost of $12 million.
During the 1970s and 1980s, the 128 acre park
was situated within a decaying urban
neighborhood in the South Bronx, character-
ized by burned-out vacant buildings, drug deal-
ers and crime. Efforts were made to upgrade
the neighborhood, but investment in the park
only came later. However, in a few years it
was transformed from a place to be ignored
and avoided, to an attractive asset. Exhibit 3-
10(c) shows that values in the PIA for the most
part are higher for single family homes than in
the CA, but the relatively small number of
sales transactions means there is some volatil-
ity in the graph. Among multi-unit dwellings,
the CA values were substantially higher than
those in the PIA in the early years reflecting
the blighted status of the park, but in the later
years the situation was reversed (Exhibit 3-
10(d)). There was a trend showing an increase
in PIA values after the renovation work com-
menced in 1995.

Clove Lakes Park is a 198 acre natural
area surrounded almost exclusively by single
family homes. Between 1993 and 1996, $5.6
million was invested in renovating it. Since
that time, it has become a weekend destination

for Staten Island’s residents as well as a staple
of the community. Single family house prices
in the PIA were higher than those in the CA
before the renovation and that trend subse-
quently continued. Exhibit 3-10(e) shows that
in the last three years of the study’s time pe-
riod, the value gap ranged from 36% to 80%.
Although the gap has generally not widened,
the values of properties in both the PIA and
CA increased markedly, as they did in Prospect
Park; again suggesting the CA experienced
some positive proximate increment. The vari-
ability of the PIA sales price across years may
be attributable to the relatively small sample
size.

St. Albans Park (11 acres) was renovated
in 1999 and 2000 at a cost of $1.7 million.
Two PIAs were used to measure the proximate
impact of the park. Data from its east side,
summarized in Exhibit 3-10(f), show no sub-
stantial difference between the sales value of
properties in the two areas. The second PIA
was on the park’s northwest side. This is a
more extensive residential area so the sample
size was larger. The PIA values historically
were slightly higher than the CA values, but
this gap increased dramatically to 19% in 2001
after the improvements were completed (Ex-
hibit 3-10(g)). Since the renovation took place
in 1999 and 2000, if there is impact on the
market price of properties, it was likely to be-
come more obvious in the period beyond the
timeframe of the study. Again, both the PIA
and CA values increased substantially from the
time the renovations commenced in 1999.

Serrano Park is a 2.5 acre playground and
park located in the Castle Hill section of the
Bronx in a densely populated area. Although
$650,000 was invested in 1998 to renovate its
structures, it remains aesthetically unappealing
since the majority of it is “a vast concrete
field.” It is heavily used, so there is noise and
congestion. The graph in Exhibits 3-10(h) and
(1) reflect these unattractive qualities in that the



Exhibit 3-10 (continued)

St. Albans Park (11 acres), $1.7 million, 1999 - 2000
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facility appears to have no proximate impact
on property values.

In addition to the proximate value data re-
ported in Exhibit 3-10, the authors empirically
addressed other impacts in their case studies.
Thus, they were able to conclude: “Single
family turnover rate was generally lower near
well improved parks as compared to adjoining
ones. Quality parks serve to stabilize local
communities and are a catalyst for the redevel-
opment of adjacent real estate” (p. 10).

(1) Multi-unit Dwellings
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The Influence of Different Park Design
and Use Characteristics

While the above studies consistently re-
ported that parks and open space had a sub-
stantial positive impact on proximate property
values, other studies have refined this conclu-
sion by identifying differences in the magni-
tude of this impact based on a park’s attributes.
These differences pertained to (i) whether a
park was designed to service active recreation
users or to offer users a more passive, contem-



Exhibit 3-11 The Impact of Different Types of Parks on Residential Property Values

Active Recreation

Combined Active

) Passive Recreation
and Passive

Areas Recreation Areas Areas
% change in adjoining lots
relative to average value of +10% +33% +70%
their census tracts
% change in residential
blocks surrounding the 7% +14% +63%

parks relative to the average
value of their census tracts

plative experience; and (i1) whether a park was
easily visible from adjacent streets or was suf-
ficiently obscured from public view that it en-
couraged anti-social behavior.

Results from an early study undertaken in
the city of Spokane, Washington, are shown in
Exhibit 3-11.%® This was a relatively naive
study devoid of sophisticated statistical con-
trols, but it was the first to identify a contin-
uum of effect between active and passive
parks. Parks were classified into the three cate-
gories of active, combined active and passive.
The values of residential properties adjacent to
or surrounding parks were positively impacted
regardless of the type of park, and magnitude
of the impact declined with distance from the
parks. However, there were substantial differ-
ences in impact along the active/passive con-
tinuum with active parks exercising the least
positive impact and passive parks the most
positive impact.

A more detailed study with better controls
pertaining to this issue was undertaken in Dal-
las and reported in 1967.% Ten parks were se-
lected for study. The impact on properties
within 500 feet of each park was compared

with that on properties which were beyond 500
feet but still within the park’s service area and
zone of influence. In half of the parks the main
feature was a playground, while the other five
parks were larger and featured community
playing fields.

The data in Exhibit 3-12 show that proper-
ties within 500 feet of a playground park were
of lesser value than other properties beyond
500 feet but within the park’s service area.
However, the inner area values were higher
than those of properties that were outside the
playground parks’ service areas. In contrast,
properties around the larger playing field parks
were of higher value than properties that were
more distant in the service area. The authors of
the study stated:

In conclusion, it appears that the
community playfield park, because of
its large size, generally acts to in-
crease property values of properties
immediately adjacent to it while the
playground generally decreases the
values of similar properties (p. 74).%



The authors attributed the reasons for the
adverse impact on nearby property of the play-
ground parks not only to noise and the flow of
additional people into the area, but to their
quality. For example, in the Preston Hollow
neighborhood, the park’s adverse impact was
relatively strong (20%). In this area property
values were high, $9,039 within 500 feet com-
pared to $11,207 in the rest of the service area
(Exhibit 3-12). The authors offered the follow-
ing explanation for the adverse effect:

The detrimental character of the park
appears to lie in its appearance rela-
tive to the rest of the neighborhood.

redesign, the adverse effect would be
diminished.

It seemed to be true in all cases, that
the aesthetically pleasing park (one
which had an attractive design, was
well maintained, and highly land-
scaped) caused an increase in prop-
erty values or properties around the
park, relative to other properties...The
parks which were well shaded, well
designed and were of pleasing ap-
pearance had a positive impact, while
those which were poorly designed
had an adverse effect upon property
values (p. 74).%

Probably if the appearance were im-
proved, by plantings or some form of Added dimensions to these findings were

Exhibit 3-12 A Comparison of Mean Assessed Values of Properties Within 500 feet and Be-
yond 500 feet of 10 Parks in Dallas, Texas

Properties Within 500 Feet Properties Over 500 Feet Ratio:

M::;;QS_ Il\)Iumber. of sel\s/lszelln\i sllle Number of ~ Under 500

Value ($) roperties ) Properties  Over 500
Playground Parks
Casa View 3,637.00 128 3,778.00 485 .90
Beckley Heights 3,390.00 141 4,197.00 760 81
Hattie Rankin Moore 1,372.00 179 1,528.00 301 .90
Sleepy Hollow 2,683.00 39 2,556.00 55 1.05
Preston Hollow 9,039.00 154 11,207.00 516 81
Playfield Parks
Harry Stone 5,058.00 195 5,040.00 707 1.00
Pleasant Oaks 6,980.00 171 5,879.00 505 1.19
Beckley-Saner 3,436.00 250 2,742.00 494 1.25
Martin Weiss 3,335.00 262 3,258.00 741 1.02
Exline 2,382.00 113 2,254.00 594 1.06

Source: Hendon, Kitchen and Pringle 1967



reported in a 1973 study which employed so-
phisticated statistical controls.”® These authors
were the first to use ordinary least squares
multiple regression analysis to measure proxi-
mate impact. Their study focused on five parks
in Columbus, Ohio: Audubon, Kenlawn and
Linden parks were on the north side of the city,
while Hauntz and Westgate were on the west
side. All were located in neighborhoods com-
prised predominately of single family homes.
However, the spatial relationships between the
parks and adjacent residential properties dif-
fered in two ways. First, at Hauntz, Linden and
Westgate, houses faced the park with a street
between them; while at Audubon and
Kenlawn, houses backed on to the parks sepa-
rated from them only by a fence. Second, most
houses had a view of open space, trees, grass,
etc., but those around Linden Park and part of
Audubon Park looked out on intensively used
recreation facilities.

Prices of properties which had been sold
in the previous five years that were immedi-
ately adjacent to these neighborhood parks
constituted the dependent variable. The regres-
sion analysis controlled for house age, number
of rooms, year of sale and lot size.

The study differentiated between property
(1) facing a park across a street; (ii) backing on
to a park; and (iii) facing a heavy recreation
use area or park building. The first category
was comprised of properties facing Westgate
and Hauntz Parks. These homes sold for ap-
proximately 7% more than identical properties
located away from the park.

In contrast, there was no proximate pre-
mium associated with homes in the second
category around Audubon and Kenlawn which
backed on to the parks, since they sold for a
similar price to those beyond the parks’ view
zones. Further investigation seeking an expla-
nation of this finding revealed that the city’s
parks department received frequent complaints
from neighborhood residents of drinking and

other disturbing activities at night in Kenlawn
and Audubon Parks. Kenlawn Park was almost
completely surrounded by private residences,
so it was almost invisible from the street.
Therefore, it was an excellent gathering place
for people who wanted to be undisturbed
whether for legal or illegal purposes. Audubon
Park contained a heavily-used baseball dia-
mond, which meant that homeowners had
strangers very close to their backyard for sub-
stantial time periods. This lack of privacy may
have accounted for the lack of positive impact
on property values.

Properties around Linden Park fell into the
third category since the park consisted mainly
of heavily used recreation facilities, such as
baseball diamonds and a children’s play-
ground, rather than of passive open vistas.
These homes sold for approximately 8% less
than identical properties away from the park.

The authors conjectured that the adverse
impact on single family residences backing on
to a park or exposed to intensive use recreation
facilities would be unlikely to occur if the ad-
jacent residences were high-rise apartments
rather than single family homes. They rea-
soned:

Whether the [high-rise] building
faces or backs on to a park, the
apartment resident has about the same
view of the park, and has the same
amount of privacy. Also this view
will typically encompass more of the
park than the area immediately adja-
cent to the building; it will probably
include both recreational facilities
and scenery. We therefore do not be-
lieve that our results for Audubon,
Kenlawn and Linden Parks are likely
to be valid for parks surrounded by
apartment buildings; we would ex-
pect positive externalities in all three
cases (p. 102).%°



Another study reported in 1973 sought to
identify the differential effects of four kinds of
open space on property values: (1) public open
space with recreational facilities (e.g. play-
grounds, athletic fields); (2) public open space
without recreational facilities (e.g. parks, arbo-
retums, cemeteries); (3) private open space
(e.g. large estates); and (4) institutional open
space (e.g. colleges, private schools, country
clubs).’’ The analysis was undertaken in a
large area of northwest Philadelphia. The study
compared the value of properties in census
blocks that adjoined one of these open space
categories with other census blocks. A total of
1.955 census blocks were included in the
analysis and they contained 300,000 inhabi-
tants.

The regression analysis included a large
number of other variables that could influence
property values, and it identified separately the
park impacts on blocks comprised mainly of
homeowners and those where renters predomi-
nated. Among both of these groups, access to
public open space without recreation facilities

was important. Accessibility to private and in-
stitutional open space impacted homeowner
blocks but not rental blocks, while there was a
positive relationship with open space contain-
ing recreation facilities and rental blocks but
not homeowner blocks.

Exhibit 3-13 summarizes the implications
of the study’s findings relating to public open
space with no recreation facilities. Based on
the average number of dwelling units per acre
and the average housing unit value given in the
table footnote, the incremental value attribut-
able to three hypothetical different sized open
space parks was computed using the analysis
results. Computations were made for both in-
dividual dwelling units and for their aggrega-
tion in the four distance zones.

The percentage increment attributable to
the park, increases markedly with the size of
the park. Thus, in the case of a 25 acre park,
increments range from an average of 9.9%
within 1,000 feet of the park, down to 0.17% in
the 5,000 to 10,000 feet radius. Despite the low
percentage increment in the outer bands, their
aggregate incremental contribution to the tax

Exhibit 3-13 Effect on Property Value of Public Open Space with No Recreation Facilities*

' TOTAL PER DWELLING UNIT
DISt?nce to Size of Park Size of Park
Residence
(feet) 1-Acre 5-Acre 25-Acre 1-Acre 5-Acre 25-Acre
Park Park Park Park Park Park
0-1,000 $51,904 $205,788 $498.,513 $83.31 $349.98  $1,207.05
1,000-2,500 43,057 215,258 1,076,290 12.97 64.86 324.28
2,500-5,000 37,148 185,740 928,699 3.13 15.67 78.34
5,000-10,000 39.246 196.258 981.292 0.83 4.14 20.69
$171,355 $803,044  $3,484,794

* Assuming 8.8 dwelling units per acre, and base value of average housing unit is $12,185.



base is substantial because the larger radi and
greater width of the outer distance bands
means that they embrace a quantumly greater
number of properties than the closer bands.

One of these authors also was involved
with the Pennypack Park study in Philadelphia
in 1974, the results from which were discussed
earlier in the chapter.'? The overall findings in
that study strongly supported the proximate
principle, but there was one exception in that
an anomalous negative impact occurred on
properties which backed directly on to the
park. The authors attributed this to:

abutting owners feeling vulnerable
from park users, who may cross over
their land and cause annoyance to the
owners or even physical damage to
their properties. In an attitude survey
carried out concurrently with this
study, 21% of respondents rated the
park poor or bad from the point of
view of safety from crime, and an ad-
ditional 45% rated it only fair (p.
277).12

Finally, results from the study of four
parks in Worcester, Massachusetts discussed
earlier strongly supported the proximate prin-
ciple.'* However, the authors reported that
parks with natural landscapes created the high-
est values in adjacent property, while property
next to active recreation facilities had slightly
lower values which were attributed to noise
and pedestrian traffic. However, these negative
influences quickly dissipated, since property
values one block away from the active parks
showed a positive proximate increment.

The empirical literature reviewed in this
section offers convincing evidence to support
the proximate value curve shown in Exhibit 1-
5, alternate scenario (c). Properties that face or
directly abut parks that primarily serve active
recreation users are likely at best to show only

a small positive value increment attributable to
the park. This is attributable to the noise, nui-
sance and congestion emanating from the in-
flux and egress of traffic and people. However,
values are likely to rise, and negative amounts
are unlikely to be present, on properties lo-
cated beyond the first block adjacent to the
park. In contrast, the value or properties close
to parks offering users a passive experience
generally follow a classic distance decay curve
with those closest to the park exhibiting the
highest increments of value (Exhibit 1-5, alter-
nate scenarios (a) and (b)).

There is some evidence in these studies
that parks in which there is anti-social behavior
may create a negative impact on properties fac-
ing or abutting them. The probability of this
type of behavior increases if parks are not eas-
ily visible from nearby streets. Again, how-
ever, any negative impact is likely to dissipate
beyond the first block.

Related Empirical Findings

In concluding this review of urban and
suburban studies there are four other relatively
recent studies that have reported on the proxi-
mate principle but which for various reasons
are not “mainstream.” Nevertheless, they do
provide evidence that appears to reinforce the
legitimacy of the principle and they are in-
cluded for that reason.

The impact of squares or gardens on prop-
erty in the formative years of cities was briefly
reviewed at the beginning of chapter 2. In 1994
a study was reported that used modern statisti-
cal techniques with data drawn from row
houses located in the South End of Boston that
were built and sold between 1850 and 1872.%
The data set was created from the City of Bos-
ton, Office of Deeds, and consisted of 131
houses. The mean purchase price of these
homes in 1850 dollars was $10,552. The re-
gression model contained 26 variables repre-



senting lot and house size, architectural fea-
tures and location relative to a Federal or Vic-
torian Park which were in the area. Because
the development took more than 20 years to
complete two styles of parks were included.
There were two large block square parks,
Franklin and Blackstone Squares, that were a
heritage from the Federalist planning of the
district; and Victorian era planned parks which
were elongated, curvilinear parks placed amid
tree-lined side streets. The study concluded
that market price increased approximately
$4,894 (a 46% premium) if the house was lo-
cated on a Federal park and $1,147 (11% pre-
mium) if it was located on a (smaller) Victo-
rian park.

In 2003, a study was reported in St. Louis
of the impact of community gardens on prop-
erty values between 1990 and 2000.*® There
were 53 community gardens in the sample;
their sphere of impact was assumed to be 0.3
of a mile; and the rents of properties within the
sphere of influence were compared with the
rents of properties located outside the 0.3 ra-
dius, but within the rest of the same census
tract. Census data were used and changes in
the property rents between 1990 and 2000
were compared.

In 50% of the 53 cases, the immediate

garden area rents increased more than in the
tracts as a whole. In two cases the garden areas
increased by less than $10 a month, but in the
other 48 cases the increase was more than $10
a month. Exhibit 3-14 shows that in St. Louis
as a whole overall mean rents fell $4 between
1990 and 2000 and in the tracts surrounding
those in which the gardens were located there
was no change in rents, but rents within the
garden areas saw a mean increase of $113 and
a median increase of $91. Thus, the value of
properties around the gardens increased, while
elsewhere in the neighborhood they remained
constant and in the city overall they declined.

An unusually inclusive measure of green
space was used by the authors of a 2002 study
which was based on 259 single family homes
sold in an 18 month period in the Vermont cor-
ridor, an older region in central Los Angeles.**
3 The median sale price of the houses was
$237,500 and their median size was almost
1,600 square feet. Aerial photographs were
used to measure “areas of green cover” which
embraced the street and private tree canopy,
parks and private lawns, landscaped areas, and
other types of green cover such as sports fields
and cemeteries.

The statistical models indicated thatan 11
percent increase in the amount of green space

Exhibit 3-14 Median Gross Rent Change between 1990 and 2000

Garden Areas Tracts Citywide
Mean Increase in Median $113 $0 _$4
Gross Rents
Median Increase in Median $91 $3 N/A
Gross Rents
Range -$81 - $531 -$71 - $103 N/A




within a radius of 200 to 500 feet of a house
led to an approximate 1.5 percent increase in
the expected sales price of the house or an ad-
ditional $3,440 in the median price. The au-
thors illustrated a potential implication of this
result (although they disregarded the time
value of money):

An 11 percent increase in the green
space is equivalent to approximately
1/3 acre or about the size of a small
park. Given the cost of vacant lots in
the area, a small park parcel would
cost roughly $200,000 to purchase.
However, having the green space
would increase the expected sale
price by 1.5 percent for approxi-
mately 300 houses in the vicinity of
the park. Additional property tax
revenues from this increased value
are about $13,000 per year. As a re-
sult the small park cost could be paid
from the increased tax revenues in
about 15 years with no new taxes (p.
37).%

A study of variables impacting property
values in an urban watershed located in New
Haven County, Connecticut measured the per-
centage land classified as open space around
each of over 4,000 houses sold over a two year
period within a 1 mile and a 1/4 mile radius.*®
The authors concluded that an increase in the
percent of open space within both radi resulted
in a significant increase in the value of prop-
erty, but that as the percentage increased the
magnitude of the property value increase de-
clined.

FINDINGS FROM NON URBAN STUDIES

Most studies measuring impact of the
proximate principle have been undertaken in
urban or suburban settings. Their findings may

not be useful for those whose focus is at the
state or national level. For this reason, studies
that have been undertaken in those contexts are
discussed in this separate section of the chap-
ter.

State and national parks typically are not
established and operated primarily to provide
benefits to local residents. Their mandate is
much broader so their economic contributions
are likely to arise from visitor expenditures in
the area, rather than be captured in proximate
real estate values. Nevertheless, it seems pos-
sible that the proximate principle may apply, at
least in some cases, even though such an im-
pact may be perceived as incidental to the mis-
sion of these parks.

An empirical analysis of determinants of
land values in the Adirondack Forest Preserve
in New York State was reported in 1978.%" The
Preserve is a region within which privately-
owned land and state-owned land are inter-
spersed. Of its 6 million acres, 42% are owned
publicly and one purpose of this study was to
test whether the state-owned land that will re-
main undeveloped impacted the price of pri-
vately-owned land that was adjacent to it. The
data consisted of the sale prices of 284 vacant
land parcels during a three year period which
did not contain buildings and were not water-
front properties. The regression analysis indi-
cated that being adjacent to state land had a
large positive impact on price. The price of
such parcels was about $20 per acre higher
than similar parcels that were not adjacent to
state land. Given that the mean price for all
sites in the sample was $114 per acre, this rep-
resented a 17.5% incremental increase in
value.

A 1983 study of the impact of six New
York state parks on surrounding property val-
ues reported that in four cases there was no
impact.*® The authors suggested two reasons
which may explain these findings. First, the
areas lacked intense development and were



characterized by predominantly mixed rural
land uses so proximate open space had little
additional appeal. Second, in areas that were
developed around these four parks the lots
were large, incorporating backyard pools and
other amenities which effectively discounted
or nullified the importance of recreational op-
portunities offered by a nearby state park when
the houses were sold.

At the remaining two parks, the analyses
showed there was an impact. At Watkins Glen
State Park for each 100 feet closer to the park a
residence was located, its selling price in-
creased by $50, while at Keewaydin State Park
the increase was $72 per 100 feet. The authors
used Keewaydin State Park to illustrate the
magnitudes of these incremental increases on

properties in the three local communities of
Town of Alexandria Bay, Village of Alexan-
dria Bay and Town of Orleans where the in-
crements represented 4%, 16% and 16% of the
tax base, respectively. Exhibit 3-15 shows the
impact of these incremental increases on the
tax revenues accruing to the three communities
(in 1983 dollars).

A Maryland study reported in 1993 that
the preservation of a significant tract of forest
land accounted for at least 10% of the value of
a house within one mile of the site in Balti-
more County: at least 8% in Carroll County;
and at least 4% in Howard County.*” When the
radius was reduced to a quarter mile, open
space farm land accounted for a minimum of
15% of the value of a house in Baltimore

Exhibit 3-15 The Influence of Keewaydin State Park on the Property Tax Base and the Prop-

erty Tax Revenue of Three Local Communities*

Town of Alexandria Village of Town of Orleans
Bay Alexandria Bay
Average sale price of $44,272 541,257 $40,296
properties
Number of properties 557 600 476
Average enhanced assessed
value of each property
attributable to Keewaydin $1,703 $6,780 §6,302
State Park
Total enhanced assessed $948.482 $4.067.820 $2.999.638
value
Taxes paid attributable to
incremental park values $117.981 $633.237 $70.911

(town, village, fire/light
district, school district, etc)

* 1983 dollar values

Source: Brown, Tommy L. and Nancy A Connelly (1983). State parks and residential property values in New
York. Ithaca, New York: Cornell University, Department of Natural Resources



County and 6% in Carroll County, but it de-
pressed home values by at least 7% in Howard
County.

A more recent study used a sample of 524
sales transactions in Bastrop County, Texas,
over a four year period to assess the impact of
three large state/regional parks, Bastrop State
Park, Lake Bastrop Regional Park and McKin-
ney Roughs Regional Park on home values.’
Bastrop County is relatively rural, located ap-
proximately 20 minutes from the periphery of
the city of Austin. Sales prices ranged from
$17,000 to $350,000 with a mean of $117,000.

The results showed that for each mile of
distance from the boundary of McKinney
Roughs, sales prices were reduced by $724
(0.6%), while from Lake Bastrop and Bastrop
State Parks the decays were $62 and $182, re-
spectively. However, these proximate values
were not significant premiums so it was con-
cluded these three large natural areas in Bas-
trop County had no substantial impacts on sur-
rounding properties.

The rural nature of the county and the
abundance of easily accessible natural park-
land offered by these three sites, probably ac-
count for the lack of a substantive proximate
premium. This interpretation is reinforced by
the empirical conclusions drawn from an he-
donic analysis of properties in the Patuxon
Watershed in Maryland which used assessed
values of residences within a 30-mile radius of
Washington, DC.*’ It concluded, “The effect
on price of many features of the landscape is
different depending on whether the parcel is in
a highly developed area, a suburban area, or a
relatively rural area” (p. 263).

Generally, findings from the non-urban
studies mirror those from the urban studies in
supporting the proximate principle. Despite the
concerns of rural landowners relating to adja-
cent public lands facilitating access to tres-
passers,”! these findings suggest that properties
proximate to public park, forest or open-space

land are likely to receive positive increments
of value.

The Impact of Large Federal or State
Park or Open Space Areas on the Local
Tax Base

The conventional wisdom among many
elected officials, especially in rural areas, is
that public acquisition of land for outdoor rec-
reation adversely effects the revenue generat-
ing capacity of local jurisdictions. The belief'is
that since publicly owned land is exempt from
taxation, its removal from the tax rolls in-
creases the burden on other taxpayers, and in
some instances may lead to the demise of
communities. This position was articulated in a
minority report submitted to the US House of
Representatives by nine members of the House
Resources Committee in 2000 who disap-
proved of the Committee’s support for the pro-
posed Conservation and Reinvestment Act
(CARA) which would have provided federal
money for the acquisition and development of
new outdoor recreation facilities. The minority
report attacked the private property impacts of
the bill stating:

As the government or a non-profit
buys land in a small community, peo-
ple are forced out of their homes.
There is less business to keep a retail
store running, a smaller congregation
to keep a church’s doors open, and
less reasons to justify keeping a
school or post office in the area. After
a point, government land acquisition
causes a community to lose critical
mass, and it ceases to be a commu-
nity.

As the statement notes “at some point”
this scenario may emerge, but it represents an
extreme position. It may be applicable, for ex-



ample, in Nevada where over 85% of the state
is in public ownership. It would be absurd to
suggest that the absence of this huge propor-
tion of land from the tax rolls had no adverse
impact on local tax bases. However, such cases
are extreme and the more common context in
which controversy on this issue arises is the
acquisition and development of new state park
sites. In these situations, the scenario postu-
lated by the minority report is improbable.

The cumulative research findings of the
studies reported in this chapter to this point
suggest that developing outdoor recreation
amenities is likely to lead to a rise in proximate
property values which will generate more
revenue than is lost by removing the land from
the tax base. Two empirical studies were iden-
tified which specifically addressed this contro-
versial issue. In both cases, the findings of-
fered support for the proximate principle and
did not support the conventional wisdom.

A 1971 study reported the impact of 15
parkland acquisitions made in Pennsylvania by
the U.S. Corps of Engineers or Pennsylvania
State Parks.* The aggregate property values of
the township in which each park was located
were compared with the values of the rest of
the county which were not subject to the park’s
immediate influence. Data were derived from
assessed values. The values for both areas
were tracked for an 11-year period, starting
five years before acquisition of parkland be-
gan. It was assumed that the control sites,
comprised of the rest of the county, gave a
good approximation of the land values that
would have prevailed if the park sites had not
been acquired.

In 12 of the 15 park sites, the total value of
each township’s taxable real estate was higher
the year after acquisition began than it was in
the previous year. At the other three sites,
township land values recovered in the second,
fourth and fifth years. The author concluded
that these results indicated the increase in the

value of land remaining on the tax rolls more
than offset the loss of taxable land caused by
acquisition, so the revenue base of school dis-
tricts and other local government entities was
not adversely affected.

To facilitate comparison between the park
sites and the control areas, a dollar value index
was developed which established the market
value in the year the land was acquired at 100.
In the five years before acquisition commenced
the value index of land on average across the
15 park site townships was 84, while the value
in the rest of the counties was 90. For the five
years after acquisition the average values for
the park townships and control areas were 115
and 108, respectively. Thus, as a group, the 15
park townships moved from 6% below the
control areas’ values before acquisition, to 7%
above them after acquisition. The study’s au-
thor concluded, “It seems likely that public
acquisition of recreational land in amounts up
to 60,000 acres does not reduce the real prop-
erty tax base” (p. 26)."

Results of this study suggested that the
proximate principle is likely to apply to state
and federal parks, even though much of the
evidence reviewed in this monograph refers to
parks under the control of local governments.
However, in addition to proximate principle
benefits, federal and state lands often bring
additional revenue benefits to local govern-
ments because in some cases they receive
payments in lieu of taxes (PILT) from the fed-
eral and state governments.

The compensatory impacts of such pay-
ments on local government revenues were be-
lieved to explain the findings reported in a
1970 study.* The authors used multiple re-
gression analysis to test if state or federal land
ownership in a forested three county area of
north-western Pennsylvania adversely affected
the fiscal capacity of local government through
removal of part of the property tax base. It was
found that neither higher tax rates on private



lands, nor reduced levels of per capita local
government expenditures (i.e. counties, town-
ships and school district) were associated with
large amounts of public land, indicating that
local governments were not placed at an eco-
nomic disadvantage by public land programs.
Indeed, the data “appeared to indicate the re-
verse” (p. 370).%

In the three counties comprising the study
area, the proportions of state and federal land
were 51%, 48% and 17%. The consequences
ofthe loss of local tax base were recognized by
the Federal government and the Pennsylvania
state government which both provided pay-
ments in lieu of taxes on these lands to local
jurisdictions. The authors believed these pay-
ments explained their results, concluding that
“the payments in lieu of taxes effectively sub-
stitute for foregone tax revenues” (p. 370).*

These detailed findings were consistent
with those reported by the National Park Ser-
vice on the impact of two of its facilities.** In
Dare County, North Carolina, near Cape Hat-
teras National Seashore Area, the National
Park Service reported that total assessed valua-
tion within the county more than doubled soon
after the area was opened. At the same time,
tax rates were reduced from $1.00 to 80 cents
per $100. Similar conclusions were reported
after the expansion of Grand Teton National
Park in Teton County, Wyoming.

Findings not Supportive of the Proximate
Principle in Urban/Suburban Contexts

Five studies were located which reported
findings that did not unequivocally support the
proximate principle. A 1966 study used multi-
ple regression to evaluate the relative influence
of a combination of 14 independent variables
on urban growth patterns, including distance to
a playground or recreation area. However, this
was not one of the four variables that had a
significant influence on land values.*’

Two studies undertaken in the late 1960s
that were directed by the same researcher re-
ported mixed results in that they offered only
partial support for the proximate principle. The
first site was a two and a half block area of
housing (which equated to a depth of five lots)
around a 10 acre park in Lubbock, Texas.*
The area was characterized as being “homoge-
neous” and this was used as justification for
not measuring the influence of other potential
influencing variables. There were 550 proper-
ties within this zone of influence of the park,
and assessed valuation data were available for
480 of them. Correlation analysis was used to
test for a relationship between distance from
the park and (1) assessed value of the property;
(i1) sale price of properties that had been sold
in the previous five years; and (iii) assessed
value of the land. There was a significant cor-
relation only with the last of these three meas-
ures, and it was a fairly small correlation (-
A7).

The second study focused on three parks
in the city of Fort Worth.*” They were: (i) East-
over Park, which was 13.5 acres surrounded by
low to middle income residential property pri-
marily occupied by African-Americans; (ii)
Marine Park, which was 12 acres with a sur-
rounding population and characterized as low
to middle income and predominantly white;
and (iii) Rosemont Park, a community park of
30 acres bordering a large boulevard. Results
are summarized in Exhibit 3-16. In Marine
and Rosemont Parks, the mean values of prop-
erties within 500 feet of the parks were of sig-
nificantly greater value than properties more
distant from the park. However, this support
for the proximate principle was partially offset
by the findings at Eastover Park where the di-
rection of the significant relationship was the
antithesis of that which was anticipated.

Findings from a large scale study involv-
ing 18 park sites in 13 municipalities in West-
chester County, New York were reported in



Exhibit 3-16 Comparison of Mean Value of Properties within 500 Feet and Over 500 Feet at

Three Fort Worth Parks
Mean value ~ Number of Mean value Number of leference
: 500 feet and . significant at
over 500 feet  Properties Properties
under .01
Rosemont
$5,729 184 $6,562 59 Yes
Park
Marine Park 4,565 162 5,571 48 Yes
Eastover Park 7,358 165 6,419 29 Yes

1986. Community parks of 25 acres or more
were selected through a systematic process
based on a number of pre-established criteria.**
The neighborhoods around the selected parks
were characterized as being relatively homo-
geneous. The 18 sites generated approximately
2,500 individual house price/park relationship
quantifiable data points.

The impact of the park on three zones
(termed tiers) was evaluated. Residential prop-
erties in Tier 1 were immediately adjacent to a
park. Tier 2 comprised the next two rows of
residential properties directly behind Tier 1.
Tier 3 consisted of the two rows of residential
home plots lying behind Tier 2, that is, four
and five rows from the park. Tiers 2 and 3
were perceived to be “control areas.”

It was anticipated that the findings would
endorse the proximate principle, but the re-
gression analyses showed no difference in
value between those properties adjacent to a
community park and similar properties located
in the other two tiers. The study’s design may
account for the unexpected result because it
was different from the design used in most of
the other studies reviewed. Given that fairly
large community parks (at least 25 acres in
size) were used in the study, the lack of a rela-
tionship may have reflected the proximity of

all three tiers to the park. It seems possible that
the adjacent properties of Tier 1 may have ex-
perienced a nuisance factor which depressed
any incremental value increased to the level of
that accruing to properties located 2-5 blocks
away in Tiers 2 and 3. This would be consis-
tent with the principle explaining the “net ef-
fect” in Exhibit 1-6. There was no measure of
how well the prices of properties in these three
tiers compared to those a greater distance
away. Thus, it seems reasonable to postulate
that if a control area had been established 6-10
blocks away from the parks, instead of 2-5
blocks away, then a distance decay impact on
residential properties may have emerged.
Methodological limitations may also have
accounted for the findings of a 1982 study
which failed to validate the proximate princi-
ple.* Using 566 randomly selected residential
properties located in several communities in
Du Page County, Illinois, the study’s objec-
tives were to test for a significant relationship
between the value of residential property and
(1) per capita expenditures for parks and rec-
reation in those communities; and (ii) the acre-
age of land per 1,000 population. The regres-
sion analysis indicated no evidence of a rela-
tionship in either case. It was subsequently
suggested that inappropriate statistical proce-



dures may have contributed to the findings of
no relationship,” but the author rejected this
criticism.”!

Both of the variables used in this study are
inadequate surrogates for capturing the value
of parks in residential property values. The
failure of any other researchers working in this
area to adopt these operationalizations is sug-
gestive of their fundamental weakness. Per
capita expenditure is an input measure not an
output measure, whereas the proximate princi-
ple relates to quantity and quality of output in
the form of parks and open space. It is the tan-
gible output assets which influence the sale
price of proximate properties, not dollar inputs.

Both per capita expenditures and acres per
1,000 population are gross aggregate measures
which do not relate proximity of residence to a
park. Any evaluation of the effect of the
proximate principle must by definition include
a measure of distance decay between park and
residence, and this is absent when these gross
measures are used.

In conclusion, one of the five studies re-
viewed in this section reported mixed results,
but in two of the three parks which were inves-
tigated in it the proximate principle was sup-
ported. In three of the remaining studies, fail-
ure to verify the proximate principle may be
attributed to unorthodox and flawed measure-
ment measures that were used. These involved
failure to control for other influencing vari-
ables, an inappropriate control area against
which proximate value increments could be
measured, and measures which failed to em-
brace the central element of distance decay.

Conclusions

Three key questions were posed in the in-
troduction to the chapter. The first question
asked whether parks and open space contrib-
uted to increasing proximate property values.
Results from 30 studies conducted in ur-

ban/suburban areas reported in this chapter
(and an additional 12 “naive” studies reported
in chapter 2) that investigated this issue were
reviewed, and with only five exceptions all the
empirical evidence was supportive.

The support extended beyond ur-
ban/suburban areas since an additional eight
studies that investigated properties which were
proximate to large state parks, forests and open
space in rural areas offered similar empirical
evidence to support the proximate principle.
Evidence from some of these studies also re-
futed the conventional wisdom that creating
large state or federal park or forest areas in-
variably results in a net reduction in the value
of an area’s tax base.

Six of the supportive studies further inves-
tigated whether there were differences in the
magnitude of impact among parks with differ-
ent design features and different types of uses.
The findings demonstrated that parks serving
primarily active recreation areas were likely to
show much smaller proximate value increases
than those accommodating only passive use.

The superiority of passive parks in en-
hancing the tax base presents local govern-
ments with a conundrum because frequently
they are under considerable pressure to give
priority to creating facilities for active recrea-
tional use. This is often the more attractive op-
tion to conventional park and recreation
agency thinking in that it responds to an overt
and highly visible user need, accommodates a
relatively large number of participants and
generates revenues. Organized recreational
sports groups are especially effective in politi-
cally lobbying for facilities. In contrast, users
of passive parks, occasional users, and non-
users of parks who are the primarily benefici-
aries of passive facilities rarely offer a coun-
terorganized lobbying force.

However, even with the noise, nuisance
and congestion emanating from active users, in
most cases proximate properties located two or



three blocks from such parks tended to show
increases in value when compared to proper-
ties outside a park’s service zone. Impacts on
proximate values were not likely to be positive
in those cases where (i) a park was not well
maintained; (ii) a park was not easily visible
from nearby streets and, thus, provided oppor-
tunities for anti-social behavior; and (iii) the
privacy of properties backing on to a linear
park was compromised by park users.

The second question posed in the intro-
duction related to the magnitude of the proxi-
mate effect. A definitive generalizable answer
is not feasible given the substantial variation in
both the size, usage and design of park lands in
the studies, and the disparity in the residential
areas around them, which were investigated,
but an attempt to offer guidelines on this issue
is included in the Executive Summary at the
beginning of this monograph.

The diversity of the study contexts makes
it feasible to offer a generalizable answer to
the third issue posed in the introduction which
was to identify the distance over which the
proximate impact of park land and open space
extends. There was consensus among the stud-
ies that it has substantial impact up to 500-600
feet. In the case of community sized parks it
tended to extend out to 1,500-2,000 feet, but
after 500-600 feet the premium was small. Few
studies tried to identify impacts beyond that
distance because of the compounding com-
plexity created by other potentially influencing
variables, which increases as distance from a
park increases. However, especially in the case
of larger parks, it is likely there are additional
economic benefits not captured by capitaliza-
tion into increased property values beyond this
peripheral boundary, since the catchment area
from which users come frequently extends be-
yond it.

There is growing recognition among de-
velopers of the legitimacy of the proximate
principle and of its utility for developers. Thus,

in a careful, comprehensive and technically
strong study that was commissioned by a de-
veloper the author concluded:

Parks have traditionally been consid-
ered a cost center in neighborhood
planning, an amenity that must be
provided by local government or re-
quired of private developers by stat-
ute in order to be feasible. This re-
search, in contrast, suggests that pro-
viding parks in new neighborhoods
offers clear financial benefits to de-
velopers, that those benefits are pre-
dictable wusing objective research
methods, and that they can be cap-
tured through careful design and de-
velopment practice (p. 101).*'
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CHAPTER 4

In the 1990s, there was an explosion of in-
terest in developing greenways. A greenway is
any “linear open space established along either
a natural corridor such as a river front, stream
valley or ridgeline, or overland along a railroad
right-of-way converted to recreational use, a
canal, a scenic road, or other route” (p. 1)." It
can be as elaborate as a lengthy, paved hiking-
biking-riding route, or as simple, natural and
ecologically important as a stretch of stream
bank left wild.

Greenways are not new. The concept
grew out of the work of Frederick Law Olm-
sted, who coined the word parkway in 1865
and was the designer of some of the nation’s
first linear parks. It evolved from the devel-
opment of the Appalachian Trail in the 1920s,
the urban parkways of the 1920s and 1930s,
and the British concept of greenbelt areas
around neighborhoods and communities. The
term greenway is derived from taking a sylla-
ble from the words greenbelt and parkway.'
The term first appeared in the 1950s, but it was
brought into common use and given national
prominence in 1987 by the President’s Com-

THE EVIDENCE RELATING TO

GREENWAY TRAILS

mission on Americans Outdoors which re-
ported that there was a clamor for outdoor rec-
reational facilities closer to home.” Their re-
sponse was a vision of a system of recreational
corridors: “fingers of green that reach out
from and around and through communities all
across America” (p. 142). They called for a
“prairie fire of local action” (p. 73) to imple-
ment the vision and recommended that “com-
munities establish Greenways, corridors of
private and public recreation lands and waters,
to provide people with access to open spaces
close to where they live, and to link together
the rural and urban spaces in the American
landscape” (p. 142). The fire was ignited, a
groundswell of public support emerged, and
greenways have since been developed on pub-
lic land or on easements across private prop-
erty in hundreds of communities across the
country.

Greenways have multiple purposes, but
from a recreation perspective they have two
major functions: (1) to link and facilitate hike
and bike access between residential areas and
parks; and (2) to provide opportunities for the



linear forms of outdoor recreation (e.g. hiking,
jogging, bicycling, inline skating, horseback
riding, cross-country skiing, and ordinary
walking) in which many North Americans en-
gage today. These recreational roles require
the development of trails along the greenways.

It is possible to conceptualize greenways
whose width at one extreme may be measured
in miles, while at the other extreme their width
may be measured in single-digit feet. In the
former case, the impact of greenways on
proximate properties may resemble that of
large park or open space areas, and greenway
trails (the pathways within a greenway corridor
on which human linear use is concentrated)
will occupy only a minuscule area of the corri-
dor. In these instances, the impact of green-
ways on proximate property values may re-
semble that of large parks and open spaces
which was discussed in the previous two chap-
ters.

The rationale underlying the proposition
that greenway trails may positively influence
property values is conceptually different from
that associated with parks in those instances

Exhibit 4-1 Controversy over Heritage Trail

where the greenway is not a wide swath but
rather a narrow corridor of which the greenway
trail occupies a substantial portion. Narrow
corridors do not provide the extended tranquil
views which underlie increases in proximate
property values associated with extensive
green areas, so enhanced property value asso-
ciated with greenways of this nature is likely to
come from access to the linear trail, rather than
from views of nature or open space. It is the
trail’s functionality or activity potential that is
likely to confer most added value, in lieu of the
panorama of attractive open space.

The suggestion that access to narrow
trails of this nature enhances property values is
nearly always controversial when the issue is
debated in communities. Much depends on
perceptions of who the users of trails are likely
to be. For example, if it is perceived that the
trail may facilitate the movement of economi-
cally disadvantaged residents through a rela-
tively affluent neighborhood, then the trail may
be supported by the former but resisted by
some people in the latter area who fear a de-
crease in their property value.

The county commissioners held a hearing to take up the question of converting a rail right-of-way
into a trail. When they arrived at the meeting, supporters of the trail were surprised to find the audito-
rium packed with right-of-way neighbors emotionally claiming that a recreation trail would bring
“criminal elements” from Dubuque into their rural communities. Many had assumed they owned a re-
versionary interest in the right-of-way, although their deeds showed otherwise. Moreover, since there
had been a history of trespassers and vandals abusing railroad property, the abutting owners and their
allies assumed that a trail would compound the problem. Many of the trail neighbors simply wanted
some measure of control over the use of the railbed land. Others, more fearful, vowed they would burn
the bridges before they would allow the Heritage Trail to be built. They were referring to the wooden
trestles that crossed and recrossed the Little Makoqueta River, which the rail-trail followed along part
of the proposed twenty-six mile route. All that was needed to scotch the plan, the extremists figured,
was a few crucial missing links, since it would be beyond the means of the project to build new

bridges. And then the land would be theirs.

Source:

Charles E. Little (1990) Greenways for America. Baltimore: John Hopkins University Press.



Exhibit 4-1 refers to the Heritage Trail
which is featured later in this chapter. It is a
typical illustration of the controversies that of-
ten erupt when rails-to-trails projects are sug-
gested. In some instances the opposition is too
strong to surmount, but after five years of per-
sistent struggle, Heritage Trail was completed
and the evidence presented later in the chapter
in Exhibit 4-6 indicates that the concerns of
opponents were groundless.

Rather than increasing property values,
some argue that in these narrow corridor con-
texts, greenway trails will cause property val-
ues to decline because they encourage a flow
of non-local people to pass through neighbor-
hoods. The concern is that this will result in a
loss of privacy, trespass, litter, noise, increased
crime and vandalism, and other problems. Re-
actions to the widely acclaimed trail around the
Inner Harbor area in Baltimore illustrate this
point. Town houses on the old wharfs were
constructed with large windows so occupants
could enjoy the harbor views. Some of these
occupants resent people walking on the trail in
front of their properties, interrupting their pri-
vacy and their views.

However, the concern that there will be
negative repercussions associated with a trail
does not appear to be supported by the limited
empirical literature on this issue, which sug-
gests that while there may be negative aspects
to living close to greenways, they are not as
serious as many landowners anticipated they
would be before they were constructed, and
that trails are often better neighbors than land-
owners expect them to be.? Controversy of this
nature and concern about the effect of green-
way trails on property values was the stimulus
for commissioning most of the studies re-
viewed in this chapter.

The findings reviewed here relate to the
perceived impact of greenway trails rather than
greenways per se on proximate property val-
ues. Although a greenway trail can take multi-

ple forms, the term generally refers to a high
standard paved trail that accommodates multi-
ple uses,” and this description generally por-
trays the character of trails reviewed here. For
the most part, the trails were located in rela-
tively narrow corridors.

Only two of the eleven studies reported in
this chapter,™ appeared in scientific journals.
The remaining nine are from consultants’ re-
ports, agency in-house studies, or student the-
ses. Thus, it is likely that there are limitations
in design, sampling, data collection and ana-
lytical techniques, which mean the studies may
not meet acceptance standards of social sci-
ence research. Nevertheless, if some consis-
tent findings emerge across the eleven different
studies that are reviewed, then they may offer
some useful insights to decision-makers in the
absence of any other information to guide
them.

Studies discussed in chapters 2 and 3
which measured the impact of parks and open
space on property values, invariably measured
incremental shifts in property transaction
prices or assessed valuations. However, in the
case of greenway trails, relatively little re-
search of this nature has been reported. In-
stead of examining trends in market transac-
tions or assessments, nine of the eleven studies
that are reviewed in this chapter used attitude
and opinion surveys of homeowners, residents,
developers, and realtors. It was assumed that
these attitudes and opinions reflected residents’
or homeowners’ personal experiences, and the
professional expertise of developers and real-
tors. These survey studies are less definitive
and convincing than studies that examine
trends in market transactions. Nevertheless,
until this latter type of research is undertaken,
such survey results represent the best available
evidence.

REVIEW OF EMPIRICAL FINDINGS



Exhibit 4-2 Adjacent Residents’ Perceptions of Trail Impacts on Two Trails in the East Bay
Regional Park District on their Property Value (n=410)

Impact of Trail on Property Value LaFayette-Moraga Trail Alameda Creek Trail
Increased Value 36% 18%
No Affect 48% 72%
Decreased Value 7% 4%
No Response 9% 6%

The earliest trail impact study was under-
taken in 1978 by the East Bay Regional Park
District in the San Francisco Bay area.® The
owners of 410 residences were surveyed. They
were located in areas adjacent to either the La-
fayette-Moraga or the Alameda Creek trails.
The former was developed from an abandoned
rail line while the latter was part of a flood
control project. Results are shown in Exhibit
4-2. Only 7% and 4%, respectively, of home-
owners on the two trails believed their property
values had been lowered as a result of the
trail’s presence.

Almost a decade went by before another
trail study was undertaken in 1987 in Seattle to
evaluate the effect of the 12 mile Burke-
Gilman Trail on property values and crime in
residences near and adjacent to the trail.” The
trail is 8-10 feet wide, asphalt paved, and fol-
lows an abandoned railroad right-of-way. It
passes primarily through residential neighbor-
hoods, but also through an industrial area, sev-
eral neighborhood commercial areas, and the
University of Washington. It links six parks,
and in 1987 was used by 5,000 people a day, of
whom 80% were bicyclists.

The trail was opened in 1979, and it was
assumed after eight years’ experience with it
that stakeholders would have formed fairly
clear opinions as to its effect on property. Two
groups of stakeholders were surveyed by tele-
phone: residents living adjacent (n=110), and

within one block of the trail (n = 159); and real
estate agents (n = 75) who bought and sold
homes in neighborhoods near the trail.

Results of the residents’ survey are sum-
marized in Exhibit 4-3. Three groups of resi-
dents were surveyed: owners of single-family
homes adjacent to the trail; owners of single-
family homes within one block of the trail; and
owners of condominiums adjacent to the trail.
They were asked two questions: (1) If you
were to sell your home today, do you think be-
ing near the Burke-Gilman Trail would make
the home easier to sell, the home more difficult
to sell or have no effect on selling the home?
And (2) If you were to sell your home today,
do you think being near the Burke-Gilman trail
would make the home sell for more, make the
home sell for less, or have no effect on the sell-
ing price of the home? Similar questions were
subsequently used by most of the other re-
ported studies reviewed in this chapter that ad-
dressed this issue.

The data in Exhibit 4-3 show that rela-
tively few residents perceived the trail to have
a negative influence on their property. More
of those living a block away from the trail and
condominium owners viewed it as a positive
influence on their property than did single-
family homeowners who were adjacent to the
trail. However, the dominant feature of these
results is the large proportion who perceived
the trail to have either a neutral impact or ex-



Exhibit 4-3 Results of a Survey of Homeowners on the Burke-Gilman Trail

Impact on Home Saleability

Impact on House Price

Type of

Homeowner

Positive  Neutral  Negative

Response

No
Response

No Positive Neutral Negative

Single family
home owners
adjacent to the
trail (n=110)

Single family

home owners

within one 52 24 9
block of the

trail (n=159)

Condominium
owners adjacent
to the trail
(n=100)

44% 27% 9%

52 36 1

20% 22% 40% 8% 30%

15 30 48 7 16

11 21 51 2 26

Exhibit 4-4 Real Estate Agents’ Views of the Impact of the Burke-Gilman Trail on Residential

Property (n=75)

Type of

Impact on home saleability

Impact on house price

Homeowner

Positive Neutral

Negative

Positive Neutral ~ Negative

Adjacent to
the trail
Within 2
blocks of the 75 25
trail

43% 26%

31% 33% 42% 25%

0 43 57 0

pressed no opinion. On perceptions of the
trail’s impact on house prices, approximately
two-thirds of respondents were in one of these
two neutral categories.

A larger proportion of real estate agents
than residents perceived a negative impact on
residences adjacent to the trail, but they were
still outnumbered by those who saw the trail as
having a positive impact on both house price
and on home saleability (Exhibit 4-4). None of

the 75 agents surveyed perceived the trail to
have a negative impact on properties located
within two blocks of the trail but not adjacent
to it. Indeed, their average view was that these
properties sold for an average of 6% more be-
cause of the trail.

Not a single resident who was surveyed
felt that the trail should be closed, and almost
two-thirds of residents believed the trail en-
hanced the quality of life in the neighborhood.



Exhibit 4-5 Adjacent Residents’ Perceptions of the Impacts of Two Trails on Their Property

Value (n=74)

Impact of Trail on Property Value Root River Trail Luce Line Trail
Increased Value 14% 58%
No Effect 62% 32%
Decreased Value 14% 9%
No Response 10% 1%

The authors of the report concluded:

In summary, this study indicates that
concerns about decreased property
values, increased crime, and a lower
quality of life due to the construction
of multi-use trails are unfounded. In
fact, the opposite is true. The study
indicates that multi-use trails are an
amenity that helps sell homes, in-
crease property values and improve
the quality of life (p. 3).

Exhibit 4-5 shows results of a study which
reported adjacent residents’ attitudes to the
Root River and the Luce Line trails in 1988 in
Minnesota.® Both these trails were converted
from abandoned railroad rights-of-way. The
sample was relatively small (n = 74) but only
11% of the sample believed the trails lowered
their property values. The survey also reported
that landowner concerns prior to trail devel-
opment were greater than the subsequent prob-
lems that they actually experienced.

In 1992, the National Park Service com-
missioned a study of the impacts of three trails
which were formed from rail right-of-ways.’
They were (1) the 26 mile Heritage Trail in
Iowa from Dubuque to Dyersville which was
rural; (2) the Tallahassee to St. Marks Historic
Railroad State Trail in Florida which runs for

16 miles through a mix of settings, primarily
rural but including the town of Woodville and
several areas of single family home develop-
ment; and (3) the 7 mile Lafayette-Moraga
Trail which featured in the earlier 1978 East
Bay study (Exhibit 4-2), and passes through
heavily developed, relatively affluent suburban
areas.

Similarly sized samples were drawn of
property owners who lived adjacent to each
trail and those who resided within quarter of a
mile but not adjacent to it. Response rates to
the eight-page self-administered mail ques-
tionnaire ranged from a high of 75% on the
Heritage Trail to a low of 58% on the St.
Marks Trail with an overall response rate of
66%. In addition, telephone interviews with
25 realtors and appraisers were undertaken in
two of the three trail areas, while 17 were in-
terviewed in the less developed Heritage Trail
area.

The property owners’ responses shown in
Exhibit 4-6 indicated that there was relatively
little difference in the trails’ perceived impacts
on property values between those living adja-
cent and those residing nearby. At the gener-
ally rural Heritage and St. Marks trails, be-
tween 73% and 90% of respondents reported
that the trails had no impact on their property
values. Along the suburban Lafayette/Moraga
Trail, a much larger proportion perceived there



Exhibit 4-6 Adjacent and Nearby Owners’ Opinions about How the Presence of a Trail Af-

fects the Resale Value of Their Property (n=74)

Heritage St. Marks Lafayette/Moraga Combined
Adjacent  Nearby Adjacent  Nearby Adjacent  Nearby Adjacent Nearby
(=51)  (n=49) (m=107)  (n=92) (0=172)  (n=142) (1=330)  (n=283)
Lower Value 14% 2% 11% 2% 3% 1% 7% 2%
Increased 14 8 16 21 53 47 35 31
Value
No Effect 73 90 74 77 44 52 58 67

Exhibit 4-7 Realtors Perceptions about the Effect of Three Trails on Their Property

Heritage (n=17) St. Marks (n=25) LaFayetEeZ/é\/Ioraga
Type of Impact (n=25)

Positive  Neutral Negative Positive  Neutral Negative Positive  Neutral Negative
Impact on saleability
of homes adjacent to 6%  94% 0% 20%  80% 0% 20%  48% 32%
the trail
Impact on saleability 12 38 0 24 76 0 56 44 0
of homes nearby
Impact on resale
value of homes 12 82 6 20 80 0 24 52 24
adjacent to the trail
Impact on resale
value of homes 12 88 0 20 80 0 48 52 0
nearby

to be an effect and most thought it was posi-
tive. Overall, only 7% of adjacent homeown-
ers and 2% of nearby Lafayette/Moraga resi-
dents thought the trails lowered the value of
their property.

Realtors and appraisers both believed the
trails would have little effect on property val-
ues (increases or decreases in value) or sale-
ability (home sells faster or slower). Again,
there was more perception of impact on the
suburban Lafayette/Moraga Trail and, in con-
trast to property owners, a greater proportion

felt it was negative than believed it was posi-
tive (Exhibit 4-7). Buyers’ concern about pos-
sible loss of privacy was given most frequently
as the reason for the effect.

The Brush Creek Trail in Santa Rosa,
California, is a 1.25 mile, 10 feet wide asphalt
hike and bike trail. It had been operating for 9
years when 75 of the 85 homeowners whose
properties were adjacent to it were interviewed
in 1992."° The dominant response to the sale-
ability and value questions was “no effect”
(49% and 69%, respectively), while 29% and



20%, respectively, reported a “slight” positive
effect. Only 17% of the sample perceived the
trail to have a negative impact on saleability
and 8% on value.

In 1994, the Maryland Greenways Com-
mission funded an analysis of the impact of the
Northern Central Rail Trail."" Surveys distrib-
uted to property owners and trail users, yielded
returns of 465 (26.7% response rate) and 199
(16.2% response rate), respectively. Out of
this total of 664 respondents, 545 responded to
a question asking how much value the trail
added to property within walking distance of
it. The authors noted that some properties were
negatively influenced at peak times when park-
ing areas became full and users parked on
nearby private properties. This may have con-
tributed to 7% of respondents believing the
trail lowered nearby property values, and a fur-
ther 30% believing it had no impact on values.

The 63% (n = 341) who felt it had a posi-
tive effect, “guesstimated” that it added on av-
erage $2,459 to the value of a typical resi-
dence. However, this guesstimate could not be
confirmed in an analysis of actual market
transactions in the area, because too few prop-
erty exchanges had occurred in the vicinity of
the trail since it had been developed for an
identifiable pattern to emerge. As was the case
in some of the previous studies discussed in
this chapter, respondents believed that proper-
ties within 1,000 feet of the trail, but not abut-
ting it, generally experienced the greatest posi-
tive impacts on value.

When the property owner respondents (n =
442) were asked if they believed their house’s
proximity to the trail would be a positive sell-
ing point, 68% answered affirmatively. This
belief was endorsed by developers and brokers
who were also interviewed as part of the study.

They perceived the trail’s main benefit to
be increased saleability of listings. One ap-
praiser noted how frequently brokers adver-
tised the proximity of a property to the trail

and commented, “they wouldn’t advertise the
proximity of the trail if it didn’t help sell prop-
erty.”

Three trails in the metro-Denver area were
selected to study the impact of urban trails on
adjacent and nearby property values in a 1994
study sponsored by the Conservation Fund and
The Colorado State Trails Program.'> They
were: (1) a 1.5 mile section of the Highline
Canal Trail, which is paved and is the most
highly used trail in metro-Denver; (2) the Weir
Gulch Trail, which is a small paved footpath
that has evolved into a connector path between
neighborhood parks; and (3) a section of the
asphalt Willow Creek Trail, which connects
community parks and open space and is also
used primarily by neighborhood residents.
Since all the trails were more than ten years
old, it was assumed that whatever effect they
had on property values would have occurred.

Following the precedent of several of the
previous studies, data were collected by tele-
phone surveys from (1) 26 residents who
owned or rented property adjacent to the trail;
(2) 143 residents within one block of the trail;
and (3) 11 real estate agents who did business
in metro-Denver. The results are summarized
in Exhibit 4-8. The overall pattern of the data
clearly indicate that an insignificant number of
respondents perceived the trails to have a nega-
tive impact on the saleability or selling price of
the property. The results from the residents
adjacent to a trail and the realtors’ sample
should be considered tentative because of the
very small sample sizes which means that
changes in a very few cases cause the percent-
ages to change dramatically. However, the
general pattern among both homeowner groups
was to favor a neutral impact, while realtors
favored a positive impact.

A mail survey undertaken in 1995 of 145
households located in close proximity to three
greenways in Cary, which is a rapidly growing
city in the Research Triangle region of North



Exhibit 4-8 Residents’ and Realtors’ Perceptions of the Impact of Three Trails on Residential

Property

Impact on Home Saleability

Impact on House Price

Types of

Homeowner

Positive ~ Neutral = Negative

Response

No Positive Neutral Negative No
Response

Properties

adjacent to a 46% 38% 8%
trail (n=26)

Properties

within a block

of the trail

(n=143)

Realtors (n=11)

- Adjacent to
the trail

- Within 1 block
of the trail

33 50 5

73 18 9

8% 35% 46% 4% 15%

12 33 50 5 12

Carolina, yielded responses from 109 (75%) of
them.” The lengths of the three greenways
were 0.8 mile, 2.5 miles, and 0.79 miles. The
surveyed residences typically were single fam-
ily homes, and some residents in one of the
three areas had vociferously opposed devel-
opment of the greenway. Although respon-
dents reported that the public use of greenways
caused some problems for adjacent residents in
the form of trespassing, noise, roaming pets,
and loss of privacy, the occurrence of these
problems was generally not perceived to nega-
tively impact property values since 55% be-
lieved that the greenways enhanced the resale
value of their property. Only 3% reported de-
creases as a result of the greenway near their
home, while the remaining 42% perceived the
greenway to have no effect on their property
value.

In 1997, the Green Bay-Brown County
Planning Commission in Wisconsin investi-
gated the impact of Brown County’s Moun-
tain-Bay Trail on property values.'* The study

focused on the Highridge Estates subdivision
in the Village of Howard. The initial phase of
the subdivision had been developed and a new
addition was currently under development.
The study is particularly significant because,
unlike all previous studies, it used actual prop-
erty values rather than residents’ perceptions.
A comparison of the lots within the original
Highridge Estates subdivision indicated that
those lots located immediately adjacent to the
trail sold for an average of $34,200, while the
remaining lots (of similar size and character)
sold for an average of $31,400, a difference of
$2,800 or 9 percent. In addition to selling for
more, the lots along the trail also sold faster.
According to representatives of the realty com-
panies involved in the development, the lots
adjacent to the trail sold immediately, while
the lots further away did not sell as fast.
Recognizing what had happened, the re-
alty companies decided to restructure the pric-
ing of future lots located along the Mountain-
Bay Trail. Thus, in the addition of Highridge



Exhibit 4-9 Respondents’ Estimates of the Impact of a Greenway on their Home

Percentage impact on Sample Total Live on greenbelt Do not live on
value (n=59) (n=39) greenbelt (n=20)
20% increase 17 (29%) 15 (38%) 2 (10%)
15% increase 19 (32%) 10 (26%) 9 (45%)
10% increase I (2%) 1 (2%) 0 (0%)
5% increase 19 (32%) 11 (28%) 8 (40%)
5% decrease 2 (3%) 2 (6%) 0 (0%)
10% decrease I (2%) 0 (0%) 1 (5%)

Estates, the average lot located along the trail
was priced at $44,900, compared to $35,700
for slightly larger lots not located along the
trail, a difference of $9,200 or 26 percent.

For developers considering greenway
trails in their projects, the trade-off often is
whether the trail creates more value than
would be forthcoming if the land were incor-
porated into private backyards. Greenway
Parks in Dallas is a long-established subdivi-
sion. In some sections of it the lots incorporate
a greenway easement, while in other sections
the extra open space was allocated as backyard
space instead. A survey of residents in each
section showed both groups perceived that the
greenbelt trail easement added value to their
properties (Exhibit 4-9). Only 3 out of the 59
residents felt that the trail had a negative im-
pact on their home value, while over 60% indi-
cated they thought the greenbelt raised their
home values by at least 15%. However, in con-
trast, an analysis of 33 property transactions in
the subdivision found that homeowners paid
only an additional $3 for each foot of effective
greenway depth when making their home pur-
chase, while they paid $384 for each additional
foot of depth in private backyard space.

The Indianapolis Greenways System is
comprised of 14 corridors consisting of 11
stream corridors, a canal connector, and two
abandoned rail rights-of-way. These are des-
ignated on a plan, but most of the land in the
corridors is privately owned and does not con-
tain publicly accessible trails. In contrast to all
of the previous studies discussed in this chap-
ter, a 1999 study used a database consisting of
residential property transactions that occurred
within one-half mile of publicly accessible
trails in the greenway corridors,” rather than
relying on people’s opinions and attitudes.

The study had two foci. The first was the
Monan Trail, which is the flagship of the sys-
tem. It is the most heavily used trail and when
completed will extend north more than 10
miles from the center of the city. It is 10-15
feet wide, asphalt, and sited on an abandoned
rail right-of-way. The anecdotal evidence re-
ported in Exhibit 4-10 suggested it had a
marked positive impact on proximate property
values. The second focus was on publicly ac-
cessible trails in the other corridors.

The hedonic model results indicated a
premium of 14 percent ($13,056) of the price
of an average property was attributable to the



Exhibit 4-10 Anecdotal Evidence of the Impact of the Monan Trail

“Since Indianapolis does not have any mountains or oceans, the Monan has become an important
natural feature” said the developer of 148 condominiums adjacent to the trail. “If developers find any
property along the trail, they’ll purchase and develop it.” He said he paid 50 percent more for the 12-
acre site than he’d have paid if the property had not been on the trail. Likewise, condos close to the
trail would be priced 10 percent to 15 percent more than similar homes farther away. “It’s hard to
quantify demand for the trail,” he said, “but we know it’s very high.” Another developer said, “I can’t
give you an exact dollar value, but it’s easier to sell homes on the Monan.”

Source:

Gargi Chakrabarty (2002). Monan affecting realty prices. The Indianapolis Star, October 28.

“Commercial property sells at $70 to $120 per square foot. Being along the trails adds $2 -
$3 per square foot. Multiply those few dollars by a few thousand square feet, and it’s a tidy pre-
mium. J.K. Wall (2002). Trail spurs business. The Indianapolis Star, October 28.

Monan Trail. When this premium was applied
to all 8,862 households in the half-mile Monan
Trail zone, the total incremental increase in
property values was $115.7 million.

These results generally corroborated the
findings of an earlier study of the perceptions
of neighbors of the Monan Trail.'® When asked
whether the Monan Trail “increased,” had “no
effect,” or “lowered” the resale value of their
property, nearly two-thirds (65.9 percent) of
those who responded said they believed that
the trail increased value while nearly 29 per-
cent responded “no effect.” Approximately 50
percent said that the effect on resale value was
less than five percent, while almost 29 percent
said the effect was between five and ten per-
cent, and about 20 percent thought the impact
on value was greater than 10 percent.

Homes within the half-mile catchment
area of the other publicly accessible rails, how-
ever, had a moderate negative effect of $1,025
on property values. If this negative premium
was applied to all the 28,326 households in the
zones of the other trail corridors, the aggregate
effect would be a loss of $29 million. Hence,
the study provided contrasting results. Those

sections of all the greenways that had no pub-
lic accessible open space but were essentially
“conservation corridors” had a proximate pre-
mium of $5,317 which was slightly higher than
the premium for greenway segments with trails
which was $4,384."

The authors concluded that “some green-
ways, but not all, have positive impacts on
property values.” The mixed results may be a
function of the half-mile distance that was
used. Most value accrues within 3 blocks or
600 feet, and it seems improbable that homes
in the outer areas of the 2,640 foot zone would
experience any substantive proximate premium
from trails.

SUMMARY

In the 1990s, there was exponential
growth in interest in developing greenway
trails. The nature of responses to greenway
trails is likely to vary according to individuals’
value systems and a trail’s context. Thus, even
narrow greenway corridors in densely devel-
oped areas may offer meaningful open space
and aesthetic value to some owners. The natu-



ral habitat and associated wildlife in a narrow
wetland in a greenway corridor, for example, is
likely to be more of an amenity to some buyers
than living adjacent to a large golf course.

Some potential buyers of a property may
have no interest in hike/bike trails or linear
recreation activities, so for them there is no
positive counterbalance for the potential nega-
tive impacts of privacy loss, people flow and
noise. For other potential buyers, especially
perhaps those with young children, hiking, bik-
ing, and linear recreation activities may be a
central feature of their lifestyle, so access to
trails far outweighs the perceived potential
negative outcomes. These dichotomous life-
styles suggest why some are likely to respond
positively to trails, while others remain more
circumspect.

Although the sample sizes of many of the
reviewed studies were small, the consistent
pattern emerging from them and the diversity
of milieus in which they were conducted, en-
ables a reasonable level of confidence to be
placed in generalizations drawn from them.
Across the studies there was broad consensus
that trails have no negative impact on either
the saleability of property (easier or more dif-
ficult to sell) or its value. There was a belief
among some, typically between 20% and 40%
of a sample, that there was a positive impact on
saleability and value. However, the dominant
prevailing sentiment was that the presence of a
trail had no impact on these issues.

The challenge for managers is to design
trails to alleviate concerns about loss of pri-
vacy. The issue was encapsulated in the fol-
lowing statement from one of the studies re-
viewed:

A home with a trail running very
close behind it with no fencing or
screening could be affected ad-
versely, while an identical home with
private trail access across a well

screened yard might be much more
desirable as a result. Several profes-
sionals discussed the impact of the
trails as a “mixed bag,” where the
benefits of convenient trail access and
living near undeveloped open space
had to be weighed against some loss
of privacy for adjacent properties.
They felt the relative importance of
these positive and negative impacts
depended on the situation of each
particular property and the feelings of
each potential buyer (p.111-15).”

Greenway trails take multiple forms™*'®
and at this time there is little understanding of
what aspects of a greenway cause impacts on
property values. The discussion in chapter 3
showed that both design and use characteristics
were likely to have a substantial differential
effect on the impact of parks on property val-
ues, but there has been no empirical verifica-
tion of this in the context of greenway trails.

Most people intuitively accept that prox-
imity to a park or golf course often has a posi-
tive impact on property, but this acceptance
does not extend to trails where any added
value accrues from access rather than vista.
Thus, it seems likely that there will be an ex-
panded number of trail impact studies commis-
sioned in the coming years reflecting the
growth in greenways development, because
some residents will invariably be concerned
about their potential for negative impacts on
existing neighborhoods. Commissioning these
studies is a necessary defensive strategy that
greenway advocates have to support if they are
to alleviate the legitimate concerns of
neighborhood opponents.

References

1. Little, Charles E. (1990). Greenways for
America. Baltimore: Johns Hopkins Uni-



versity Press.

The President’s Commission on Ameri-
cans Outdoors (1987). Americans out-
doors: The legacy, the challenge. Wash-
ington, DC: Island Press.

Moore, Roger L., Alan R. Graefe, & Rich-
ard J. Gitelson. (1994). Living near
greenways: Neighboring landowners’ ex-
periences with and attitudes toward rail-
trails. Journal of Park and Recreation
Administration 12(1), 79-93.

Moore, Roger L., & D.T. Ross (1998).
Trails and recreational greenways: Corri-
dors of benefits. Park & Recreation 33(1),
68-79.

Lindsey, Greg, Joyce Man, Seth Payton &
Kelly Dickson (2004). Property value,
recreation values and urban greenways.
Journal of Park and Recreation admini-
stration, 22(3),

East Bay Regional Park District (1978). A
trails study: Neighbor and user view-
points. Oakland, California: EBRPD.

Puncochar, B. & P. Lagerway (1987).
Evaluation of the Burke-Gilman Trail’s
effect on property values and crime. Seat-
tle, Washington: Engineering Department.

Mazour, Leonard P. (1988). Converted
railroad trails: The Impact on adjacent
property. Manhattan, Kansas: Kansas
State University, M.S. Thesis.

Moore, Roger L., Alan R. Graefe, Richard
J. Gitelson, and Elizabeth Porter (1992).
The impacts of rail-trails: A study of the
users and property owners from three
trails. Washington, DC: Rivers, Trails
and Conservation Assistance Program,

10.

11.

12.

13.

14.

15.

16.

National Park Service.

Murphy, Michelle Miller (1992). The im-
pact of the Brush Creek Trail on property
values and crime. Sonoma State Univer-
sity: Environmental Studies and Planning
Dept.

PKF Consulting (1994). Analysis of eco-
nomic impacts of the Northern Central
Rail Trail. Annapolis, Maryland: Mary-
land Greenways Commission, Maryland
Department of Natural Resources.

Alexander, Leslee T. (1995). The effects
of greenways on property values and pub-
lic safety. Denver, Colorado: Colorado
State Parks, State Trails Program and The
Conservation Fund.

Tedder, Lauren Allisen (1995). Do green-
ways make good neighbors? Evidence
from a survey of adjacent residents in
Cary, North Carolina. Chapel Hill, NC:
Center for Urban and Regional Studies,
University of North Carolina.

Green Bay-Brown County Planning
Commission (1997). Recreation trails,
crime, and property values: Brown
County’s Mountain Trail and the pro-
posed Fox River Trail. Green Bay, WI:
Green Bay-Brown County Planning
Commission.

Peiser, Richard B & Gregory M. Schwann
(1993). The private value of public open
space within subdivisions. Journal of Ar-
chitectural and Planning Research 10(2),
91-104.

Eppley Institue for Parks & Public Lands
(2001). Monan Trail, Indianapolis, Indi-
ana Trails Study. Bloomington, Indianan:
Eppley Institute for Parks and Public



17.

Lands.

Lindsey, Greg, Seth Payton, Joyce Man,
& John Oltensmann (2003). Public
choices and property values: Evidence
from greenways in Indianapolis. Indiana
University: Center for Urban Policy and
The Environment.

18. Shafer, C. Scott, David Scott & Jennifer
Mixon. (2000). A greenway classification
system: Defining the function and charac-
ter of greenways in urban areas. Journal
of Park and Recreation Administration
18(2), 88-106.



CHAPTER 5

The Impacts of Water-Based Features on
Property Values

RURAL/RECREATIONAL LAKES AND RESERVOIRS
RESORT-BASED COASTAL SHORELINES

URBAN AND RESIDENTIAL WATERFRONTS
WATER QUALITY

WETLANDS

CONCLUSIONS






CHAPTER 5

THE IMPACTS OF WATER-BASED FEATURES ON

In this chapter, research findings relating
to the impacts of proximity to, and views of,
various types of water-based features on prop-
erty values are discussed. Findings related to
the effects of views of and access to rural and
recreational lakes and reservoirs, resort-based
coastal shorelines, and urban and residential
waterfronts; changes in water quality; and, the
effects of proximity to wetlands, are reported.
In each section, the findings are reported in
chronological order. Generally, the most reli-
able and valid studies are likely to be most re-
cent (i.e., those reported near the end of each
section) since more rigorous analytical tools
were available to the authors in later years.

RURAL/RECREATIONAL LAKES AND RESERVOIRS

One of the earliest studies of the impacts
of water resource development projects on sur-

PROPERTY VALUES

BY SARAH NICHOLLS*

rounding property values investigated the ef-
fect of reservoirs in the Tennessee Valley.'"
The authors compared the sale prices of prop-
erties around existing reservoirs to those of
similar properties in an area where no reservoir
existed. As anticipated, they found a signifi-
cant positive relationship between lakefront
location, distance to lake, and property value.
When they applied the figures to the site of a
proposed new reservoir, the predicted increase
in land values due to the reservoir’s location
amounted to $1.96 million (1960 dollars).
The authors noted that not all recreational
benefits likely to be produced by such a water
development would be reflected in these land
value increases, however. This is because they
fail to include benefits obtained by users who
do not own property in the area. The propor-
tion of benefits not measured by land values
would therefore depend upon the amount of

* Sarah Nicholls is an Assistant Professor in the Departments of Community, Agriculture, Recreation & Resource

Studies, and Geography, at Michigan State University.
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56

Years

57 58 59 60 61 62 1963

Exhibit 5-1 Comparison of the Median Per Acre Sale Price in the Pearl River Reservoir and

Control Areas 1950-1963.

public access to the waterfront; these could be
calculated by identifying willingness to pay in
areas where fees were charged for entrance,
but would still leave unmeasured benefits ob-
tained by those who might enter without pay-
ing a charge or simply drive past to admire the
view.

The influence on land prices of the Pearl
River Reservoir near Jackson, Mississippi was
calculated by comparing sales prices of proper-
ties around the reservoir with those in a control
area.’ In addition, values were examined pre

and post the announcement of the construction
of the project. Differences between the two
areas and time periods were then attributed to
the speculative influence of the reservoir in
terms of future benefits expected to flow from
it.

Exhibit 5-1 shows the impact on land
value of the 1958 official approval by voters
that confirmed the project would proceed. The
trend line of the median per acre sale price of
properties in the control area did not change
after this announcement. In contrast, the sale



prices of reservoir impacted properties in-
creased dramatically after 1958. The average
yearly increase in the reservoir area from 1950
to 1958 was 9% per year. In 1959, the annual
increase was 116%, or 107% above normal!
Increases of similar magnitude occurred in
subsequent years.

The disadvantage of the method used in
the two studies reported above, that of compar-
ing values in the area in which the project is
located with those in a control area, is the re-
quirement that the two regions be similar with
respect to all conditions other than the facility.
This is unlikely, so to attribute the entire dif-
ference between values in the control and ex-
perimental areas to the development may be
optimistic.

A subsequent study in 1968 measuring the
impact of a 2,250-acre water-based state park
in Pennsylvania suggested an alternative ap-
proach.* By comparing the values of the same
set of properties before and after the creation
of the park, it was possible to control for varia-
tions between areas and more convincingly
assess the impact of the development itself.
The authors concluded that the water-based
recreation facilities significantly and positively
influenced rural property values. In addition,
they discovered that the structure of the rural
land market had been affected, in terms of the
typical size of properties transferred (sales of
smaller parcels of land without any buildings
increased particularly sharply) and land use
patterns (a definite shift from agricultural to
residential use was noted).

Properties on 2,131 tracts of land sur-
rounding 60 artificial lakes in the state of Wis-
consin were investigated in the late 1960s with
the purpose of determining how lakeshore
property values varied with lake attributes.> 6
The characteristics investigated included
swampiness, topography, lake water quality,
lake size, and water level fluctuations. As
might be expected, swampy land was found to

be less valuable and less likely to be improved
than land with better drainage. Topography
made a “moderate but consistent” contribution
to property values; lakes whose banks were
either steeper or gentler than average tended to
experience lower land values. However, while
there were fewer improvements on land around
lakes with steep shores, those structures that
had been erected tended to be of higher value
than average.

Water quality was also found to be an in-
fluential factor on property values, with
cleaner lakes commanding higher prices than
polluted ones. Size of lake was, however, in-
significant; there was no consistent increase in
property value with each additional acre of
lake surface. Somewhat unexpectedly, lake
level fluctuation was found to be insignificant,
i.e., properties on lakes with high levels of
fluctuation were found to be no less valuable
than those on stable-level lakes. The authors
suggested that fluctuations experienced in the
study area during the study period were not
large enough to have had any negative influ-
ence.

The impact of ownership on property val-
ues was also investigated to see whether land
on lakes with a high proportion of privately
owned property was more valuable than land
on lakes around which some land was publicly
owned. In general, the authors found that
property was more valuable in areas without
public lands nearby. However, some of the
most valuable properties were located on lakes
near public parklands, indicating the desirabil-
ity of residing close to a natural, protected
area.

A 1969 study in Colorado compared land
values over time at three reservoir and two
control areas (the effects of two of the three
reservoirs were combined into a single impact
area).’” Control areas were chosen to be as
similar in topography and economic use to im-
pact areas as possible, to minimize variations



other than their proximity to a reservoir.

The total increase in property values
around the three reservoirs, beyond the net rate
of increase observed in the control areas,
amounted to more than $8 million over the pe-
riod under consideration (1946 to 1968). This
net increase took into consideration the loss of
thousands of acres from the tax rolls due to
flooding of land to create the reservoirs.
Within the reservoir areas, shoreline plots were
generally assessed at double the value of non-
shoreline plots. The greatest positive impacts
were found on parcels of particularly desirable
topography, and those with basic public facili-
ties such as roads and utilities. At one of the
reservoir sites, suburban tracts close to the res-
ervoir, combined with all other lakeshore prop-
erties, accounted for just 6% of the area’s total
acreage, but 86% of its land value and 83% of
the value of improvements. At the combined
two reservoir site, 19% of the acreage ac-
counted for 84% of the value of land in the
area. Reservoirs were, therefore, concluded to
have a significant net positive impact on the
economy in terms of property values.

A survey approach was used in a 1973
study which asked lakefront residents of the
Kissimmee River Basin, Florida, their percep-
tions of the impact of lakefront location on the

value of their property.® A series of questions
probed residents with regards both to the price
at which they would sell their property, and the
price they would be willing to pay to obtain it.

Four scenarios were considered: sale or
purchase (i) today, i.e., under prevailing water
level conditions; (ii) if the lake were perma-
nently lowered by three feet; and (iii) if the
lake were subject to fluctuations of up to three
feet one or two months a year. Only a selling
price was obtained under the fourth scenario,
permanent drainage of the lake, since pilot sur-
veys suggested that most interviewees would
not purchase property without lake frontage,
1.e., their answer would have been “zero.” The
average results are listed in Exhibit 5-2. In all
cases, stated selling prices exceeded buying
prices, by $3,400 to $4,700, or 20% to 22%.
Some of this discrepancy may be accounted for
by the nature of the question with regards to
selling price, specifically, that interviewees
were being asked to estimate the “personal
value”, including sentimental or attachment
value, of a property that they were unlikely to
be willing to sell.

Comparing the average stated selling price
were the lake to be drained permanently with
current average buying and selling prices indi-
cated that the presence of the lake contributed

Exhibit 5-2 Average Lakefront Property Values as Perceived by Lakefront Residents, Kis-

simmee River Basin, Florida, 1970

Average Selling  Average Buying

Price ($) Price ($)
...... today 27,370 22,710
...... if the lake were permanently drained 14,250 -
...... if the lake were permanently lowered three feet 19,140 15,710
...... if the lake were subject to fluctuations 20,650 17,000

Source: Conner, Reynolds, and Gibbs, 1973, p.22.



to between 37% (buying price) and 48% (sell-
ing price) of property values. The value of the
entire basin to all 800 lakefront residents’
properties was estimated at $7 million. Perma-
nent lowering of the level of the lake would
reduce values by approximately 30%, while
they would fall 20-25% were the lake to be-
come subject to regular fluctuations. Per-
ceived contribution of the lake to property val-
ues was, therefore, substantial.

The authors complemented their survey
with a multiple regression analysis of 316 sales
of vacant residential lots, 197 of which had
neither lake nor canal frontage, 83 of which
were on a lake, 30 on a canal, and six on both.’
Both lake and canal frontage created positive
and significant influences on land values. Lake
frontage added 64.3% to the value of vacant
lots, while canal frontage added 31.0%. For
lots with lake and canal frontage, 69.2% was
added to the value.

The resident survey had indicated that lake
frontage contributed about 48% of the selling
price of a property. The discrepancy between
the two estimates (the value added estimate for
lakes according to the regression analysis was
64%) was attributed to the survey requesting
residents to value their entire property (land
plus structural improvements), whereas the re-
gression analysis related only to land values.

A 1978 investigation of the effects of res-
ervoir development on rural residential prop-
erty values in Oregon indicated that properties
surrounding the reservoir were, on average,
15% more expensive than non-reservoir prop-
erties.'’ On a per acre basis, the reservoir pre-
mium amounted to 29%. Homes and other im-
provements in the vicinity of the reservoir also
tended to be larger and in better condition than
were homes in the control area.

Little work appears to have been com-
pleted on the impacts of lakes and reservoirs
on property values since the late 1970s. A
1982 study reported a 0.14% decrease in per

square foot land prices with every 1% increase
in distance from the shores of Lake Michi-
gan.'! Sales prices of 294 recreational proper-
ties located within one mile of the lake in the
states of Michigan and Indiana were analyzed.
Distance to the lake accounted for 19% of all
variation in land prices.

The most recent study appears to be the
examination of the effects of two Lower Colo-
rado River Authority-managed lakes in central
Texas on sales values, as reported in 1995.'% A
hedonic, multiple regression-based approach
revealed that the premium paid for waterfront
property on the two lakes analyzed (Lakes
Austin and Travis) was $80,000-$100,000.
However, this premium declined rapidly with
distance. On Lake Austin, $49,000 to $91,000
of the waterfront premium was lost at locations
only 150 feet from the shore, while $60,000 to
$89,000 was lost at the same distance from the
shore of Lake Travis. In both cases, the posi-
tive impact of proximity declined more gently
thereafter, reaching a rate of decline of $7.60-
7.80 per foot of distance from the shoreline at
1,000 feet and leveling off beyond 2,000 feet.
This latter finding was consistent with that re-
ported by others" that the contributions of
lakes to property values approach zero be-
tween 2,000 and 4,000 feet.

Properties located on a bluff overlooking a
lake sold for approximately 10% less than did
similar waterside properties with direct access
to the water. This does not, however, imply
that direct access makes up one-tenth of the
waterfront premium, since losses in accessibil-
ity must be balanced against gains in view,
both of the lake and surrounding countryside,
as the authors pointed out. Property prices
were found to decline between $3,000 and
$8,000 for sales at times of low lake levels,
defined as levels six feet below normal, though
this decrease in value declined with distance
from the waterfront. When the authors calcu-
lated the aggregate market value increases due



to the recreational and view benefits provided
around each of the lakes, they totaled $65.9
million around Lake Austin and $49.2 million
around Lake Travis.

RESORT-BASED COASTAL SHORELINES

A 1989 study used regression analysis to
measure the capitalization of proximity to
coastal recreation sites into property values.'*
The author reported that these values ranged
from $2,311 to $70,404. When these values
were annualized over a 50-year period, using
the average mortgage rate of the study period
as the household’s private discount rate,
household benefits for the properties in the
dataset ranged from $300 to $9,152 per annum.

Per capita benefits ranged from $86 to $2,615
per annum.

The same, South Kingstown, Rhode Is-
land, data set was used to compare the eco-
nomic value of beach recreation to the costs of
beach nourishment.'> The value of beach rec-
reation enjoyed by local users of average in-
come and at the average distance from the
beach, equaled nearly $20,100. Multiplying
the $20,100 average household consumer sur-
plus by the number of households (1,440)
yielded a community-wide proximate value of
nearly $29 million. This amount exceeded the
one-year advance-fill cost estimates of beach
nourishment under various erosion scenarios
($204,000-$639,000) considerably. Note that
the proximate value figures include neither
benefits obtained by non-local users, nor those
accruing to beach-dependent businesses.
Beach nourishment therefore seemed to be an
economically viable option in the context of
this case study.

An investigation of the characteristics af-
fecting market values of undeveloped residen-
tial beach lots at the Lands End Development
on Emerald Isle, North Carolina, was under-
taken in 1992 by using sales values of 115 lots

and regressing them against nine variables in-
cluding distance to the beach, ocean view,
beach frontage, and location on a pond.'® In
the multiple regression all variables were of
the expected sign. Distance to the beach,
ocean view, and beach frontage were all sig-
nificant.

An estimation of the contribution of beach
width (as a measure of beach quality) to sales
values of residential properties in the resort
towns of Garden City and Surfside Beach,
South Carolina, was reported in 1994."” The
authors hypothesized that increasing width
would inflate prices due to the recreational and
storm protection benefits it provided to prop-
erty owners. Beach width was found to have a
significant positive impact on house prices,
with a 10% increase in width producing a 2.6%
increase in house values. As anticipated, this
impact varied with distance. While a 10% in-
crease in width increased the average price of
an average oceanfront property by $4,431, the
same width increase produced only a $2,017
rise in the average value of an average house
located one-half mile from the beach.

In a subsequent extension of this analy-
sis,'® it was reported that oceanfront location
had a greater positive impact on vacant lots
than on built lots, which reflected similar find-
ings reported previously in this chapter with
respect to lakefront properties.” There were,
however, diminishing returns to the value of
increasing beach width. An increase from 119
to 120 feet raised values by $371 and $501, for
built and vacant lots, respectively, while an
increase from 79 to 80 feet raised these values
by $558 and $754, respectively.

An hedonic analysis reported in 1997 of
397 single family summer homes sold between
1984 and 1994 on Point Roberts, Washington,
indicated that, relative to a property with no
view of the ocean, ocean frontage added
147.2% to a home’s value, a full ocean view
(but without direct ocean frontage) added



Exhibit 5-3 Ocean View Premium (percent) Associated with an Ocean View in Bellingham,

Washington
) Distance from Waterfront
Type of View - - - -
0.1 mile 0.5 mile 1 mile 2 mile

Full 68.31% 55.63% 44.72% 30.63%
Superior partial 56.21% 41.78% 29.59% 14.16%
Good partial 37.03% 32.28% 28.01% 22.23%
Poor partial 25.64% 18.61% 12.45% 4.30%

32.0%, and a partial ocean view added
10.3%." In a subsequent study reported a year
later, the same authors calculated the value of
different qualities of ocean view with distance
from the water in Bellingham, Washington.”’
Results are summarized in Exhibit 5-3. For all
ocean view quality levels, view value varied
inversely and significantly with distance from
the waterfront.

URBAN AND RESIDENTIAL WATERFRONTS

The previous two sections have addressed
property values around lakes and reservoirs in
predominantly rural areas, and in resort-type,
coastal towns. In this section the property
value impacts of water-based features or de-
velopments in urban areas are discussed.

A 1974 study assessed the impact of the
construction of an artificial lake on residential
property values in Toronto, Canada.”' The au-
thors compared results from a multiple regres-
sion analysis with those from resident surveys.

Distance from the lake accounted for only
0.8% of the variation, suggesting that it had
virtually no impact on property values. Resi-
dent surveys yielded essentially the same re-
sult. Eighty-five percent of residents surveyed
considered their area a good or excellent place
to live, but only 12% regarded the parkland
associated with the reservoir as an advantage

or benefit (most of the 12% resided contiguous
to the park). Seventy-one percent of answers
indicated that the reservoir had not affected
residential property values.

The authors of a 1977 shoreline study
around three lakes in Seattle using the hedonic
approach found a view of shoreline to have a
significant, positive effect on sales prices of
single-family homes. The premium payable
for shoreline proximity declined significantly
with distance from the shore, and with decreas-
ing width of the shoreline setback (amount of
open space around the water’s edge). For ex-
ample, a property close to a 200-foot wide set-
back sold for $850 more than a similar prop-
erty close to a 100-foot wide setback. A 300-
foot wide setback was expected to command a
premium of $1,350 over a setback of 100 feet.
Where no setback existed, three-quarters of the
value attributable to location in close prox-
imity to the waterfront was lost within 300
feet.

Sales values of condominium units in
Knollsbrook Village, Stoughton, and Farrar
Pond, Lincoln, both in eastern Massachusetts,
were compared in 1978 on the basis of whether
or not the unit had a water view.” Results of
the analyses are listed in Exhibit 5-4. A pre-
mium, varying from approximately 5% to
12%, for condominiums with a view of water
consistently emerged. However, when ex-



Exhibit 5-4 Comparison of Condominium Sales Prices in Eastern Massachusetts With and

Without a Water View
. Unit Water No water .
Site Model Year View View Difference
A 1973 41,700 39,500 2,200 (5.6%)
1974 45,400 41,700 3,700 (8.9%)
Knollsbrook B 1973 33,800 31,500 2,300 (7.3%)
Village

1973 36,800 34,900 1,900 (5.4%)
C 1974 40,800 36,500 4,300 (11.7%)
Bedford 1975 67,700 62,500 5,200 (8.3%)
1976 69,900 64,450 5,450 (8.5%)

Farrar Pond .
Cambridge 1975 78,000 74,167 3,833 (5.1%)
1976 81,500 76,500 5,000 (6.5%)

pressed in percentage terms, this premium ap-
peared greater for lower-priced structures than
for higher-priced units, suggesting the possibil-
ity that a standard differential for a water view
exists. This finding is intuitive — a view ac-
crues to the position of a housing unit, not its
size, so as the value of the structure increases,
the proportionate value of the view is likely to
decline.

A number of studies have analyzed the
impact of views of and/or access to the Great
Lakes on urban property values. A 1980
analysis found that properties located within
five miles of Lake Michigan in Chicago, Illi-
nois, sold for a premium of $2,219 compared
to properties beyond that distance.** None of
the properties sampled had a view of the lake,
thus, this added value was attributed to recrea-
tional opportunities provided by proximity to
the lake and to positive local weather effects.
Another Chicago study reported in 1980 that
apartment rents declined 8.5% with every mile
of distance from Lake Michigan, while a view
of the lake resulted in a 7% premium.25

A 1994 analysis of the impact of Lake
Michigan on residential property prices in Chi-
cago assessed the effect of coastal setback
(both its existence and width) on values.*
Values of 547 properties within two miles of
Lake Michigan between 1982 and 1984 formed
the data base. Two different methods were
used in the analysis. They showed that the dif-
ference between comparable properties on the
coast compared to two miles from it was
$24,336 using one method and $13,386 using
the other. The author also showed that increas-
ing setback width from 100 feet to 200 feet
resulted in an increase in value of $2,064, or
$1,938, depending on which method was used.
The effect of lake view was approximately
$6,700 in both models. In conclusion, both the
existence and setback width of Lake Michigan
were found to have a significant effect on
property values in Chicago.

A similar study reported in 2001 also ana-
lyzed the impact of Great Lakes’ views on resi-
dential property values, in this case a view of
Lake Erie in Cuyahoga County, Ohio.”” The



authors used hedonic techniques to quantify
the value of a “clear view” of the lake based on
541 properties with such a view and 631 with-
out a lake vista. On average, homes with a
lake view sold for $115,000 more than similar
homes with no view. Lake view represented
an average of 56% of the value of homes with
this attribute.

WATER QUALITY

Another consideration in the impact of
water-based features on property values, be-
yond distance to or view of them, or width of
shoreline setback, is water quality. An as-
sessment of the impact on property values of
water resource quality changes along the Wil-
lamette River, Clackamas County, Oregon, be-
tween 1960 and 1970 used sales and assessed
values of 98 single-family homes located
within 4,000 feet of the shoreline to estimate
the influence of the substantial improvements
in water quality that had occurred during the
study period.”® As expected, property prices
had risen during this time, and the level of in-
crease attributable to water quality improve-
ment declined significantly with distance of
the property from the water. Increases of 25%,
17%, 11%, and 5% in value, attributable spe-
cifically to water quality improvements, were
found for residences at distances of 100, 500,
1,000, and 2,000 feet, respectively, from the
water’s edge.

The influence of water pollution levels on
sales values of 686 and 751 New Y ork proper-
ties surrounding Lake Erie and Chautauqua
Lake, respectively, between 1950 and 1973
was investigated in 1976. The overall in-
crease in property values between 1950 and
1973 was 254% around Lake Erie and 286%
around Chautauqua. However, these averages
masked substantial differences between the
three sub-regions of each area. Around Lake
Erie, increases in value were 188% on the wa-

terfront, 326% waterside, and 256% in non-
lake areas. Around Chautauqua, waterfront
properties increased 406%, waterside 255%,
and non-lake 248%. At Chautauqua Lake, wa-
terfront properties registered the greatest in-
creases in value, but at Lake Erie the greatest
positive impact was found for properties re-
moved from the water. The authors attributed
these discrepancies to negative effects of pol-
lution and shoreline erosion experienced on
Lake Erie. Their conclusions addressed the
policy implications of pollution abatement
programs on the lake, especially with respect
to cost-benefit analysis of such programs and
the need to incorporate potential property
value and, hence, property tax revenue, in-
creases in such calculations.

A 1979 study determined the effect of wa-
ter quality on rural, non-farm residential prop-
erty values along 23 streams (twelve clean and
thirteen polluted) in Pennsylvania.’® The sam-
ple consisted of 212 owner occupied resi-
dences within 700 feet of one of the streams,
sold between 1969 and 1976. The analysis in-
dicated that a one-point increase in pH in-
creased mean sales values by $654, or 5.95%.

Water quality was also found to have a
significant influence on recreational properties
on St. Albans Bay, Vermont.’' The investiga-
tors discovered that poor water quality in the
bay depressed adjacent property values by an
average of $4,500, or 20%, compared to simi-
lar properties on a larger but cleaner lake
nearby. The aggregate estimate of loss to prop-
erty owners on the bay amounted to $2 million.

The authors noted that restoration of water
quality would improve not only area property
values, but also wildlife habitat, recreational
opportunities, and aesthetics.

The effect of water quality on property
values adjacent to San Francisco Bay, Califor-
nia, was established by comparing two
stretches of the bay with markedly different
water qualities.’”? It revealed that residents



placed a statistically significant value on better
water quality, though proximity to water of any
quality had a significant, positive effect. Thus,
while waterfront location was worth $65,000,
or 20% of value, in the cleaner Tiburon area, it
was valued at $24,000, or 9%, in Foster City,
where water quality was poorer. These find-
ings contradict other studies which have dis-
covered decreases in value due to poor water
quality. In this case, poorer quality only re-
duced the level of premium relative to cleaner
water.

Water quality, in this case measured by
water clarity, was also found to significantly
affect property prices around 34 lakes in
Maine.” Based on an hedonic analysis of 543
lakefront properties sold between 1990 and
1994, it was established that an improvement
in water clarity of one meter resulted in an in-
crease in sales value of $11 to $200 per front
foot (average lake frontage per property ranged
from 82 feet to 191 feet among the 34 lakes).
The authors noted that increased community
awareness of positive impacts of improved wa-
ter quality on property values might be an in-
centive to residents to help prevent pollution
and protect lake resources.

The impact of discovery of groundwater
contamination on residential property values in
Wichita, Kansas, was investigated in 1997.%*
Values were expected by the author to fall due
to the legal and financial liabilities of property
owners with respect to clean-up, as well as un-
certainty in the housing market caused by the
stigma of contamination. Sales of 1,392 prop-
erties, in the contaminated area and in two con-
trol areas, in the twelve months preceding and
following the discovery of contamination,
formed the basis for the analyses. No signifi-
cant difference in prices pre and post discovery
of contamination was found; neither values of
properties nor average length of time taken to
sell them were negatively affected by the dis-
covery.

The effect of drinking water quality on
house prices was the focus of an analysis of
800 bungalow sales in the Charlesbourg region
of Quebec City.>> Water quality was measured
by number and duration of “boil-before-use”
warnings issued to households in the 1990-
1991 period. A decline in value of $92 per day
of warning was identified.

The property market was segmented (into
halves and then thirds) in order to test the hy-
pothesis that implicit prices of environmental
attributes such as water quality vary according
to the education and wealth of property own-
ers, and this hypothesis was supported. The
decline in property value per day of water
quality warnings was $177 for the upper half
portion of the residential market, and $298 for
the upper third. Thus, the higher the price of
the property, the sharper the decline in market
value due to poor drinking water quality. The
average decrease in property values due to the
effect of drinking water quality problems over
the study period was 0.5% for upper-half prop-
erties, and 1% for upper third. However,
losses amounted from 5.2% to as high as
10.3% for upper-third properties that were sub-
jected to extended periods (seven to thirty-four
days) of poor water quality warnings.

The authors concluded that water-related
health hazards were shown in this case study to
exert a measurable, detrimental impact on
property values. They recommended that the
public investment needed to address these
problems should be considered given the re-
current property tax revenue losses likely to
occur if no future action were taken.

The most recent evidence of the effects of
water quality on residential property values
was provided by an analysis of sales and resid-
ual land (sales minus assessed values of any
structures on the property) values of 1,183 wa-
terfront properties on Chesapeake Bay, Mary-
land, reported in 2000.>° Water quality was
measured by fecal coliform counts. High fecal



coliform levels cause unpleasant odors, un-
sightly waters, and can be hazardous to human
health. The average effect on predicted values
of'a waterfront property of a 100-count change
in fecal coliform ranged from $5,114 to
$9,824. The authors illustrated potential bene-
fits of water quality improvement in a small
region of their study site: a $230,000 increase
in property values over just 41 parcels.

WETLANDS

The value of proximity to wetlands in
Ramsey County, Minnesota, was demonstrated
in two studies reported in 1993 and 1996. Of
interest was the balance between benefits, in-
cluding open space provision and opportunities
to view wildlife, and nuisances such as insects
and odors. Four types of wetland were ana-
lyzed (open water, scrub-shrub, emergent
vegetation, and forested), each of which varies
in appearance and suitability for wildlife habi-
tat. In the first study (1993), the impact of dis-
tance to both each type and the closest type of
wetland was investigated,”’ while in the sec-
ond (1996) only properties within 1,000 meters
of a wetland were considered.*® This stipula-
tion lowered the number of assessed values of
single-family residences in the sample from
105,568 to 32,417.

The first study clearly indicated home-
owners’ preferences for proximity to open wa-
ter or scrub-shrub wetlands over forested or
emergent vegetation. However, while the re-
sults were statistically significant, the magni-
tude of premiums that residents were willing to
pay were not large in relation to the overall
cost of the housing package. In the second
study, the cost of living an additional ten me-
ters closer to a wetland was estimated to be
$145 for scrub-shrub, $136 for emergent vege-
tation, $99 for open water, and -$145 for for-
ested. Comparing the two sets of results, peo-
ples’ preferences for scrub-shrub and open wa-

ter wetlands, and dislike of the forested type,
were consistent. The influence of emergent
vegetation wetlands proved less clear. The
authors concluded that their results indicated
homeowners do place varying values on living
close to different types of wetland.

Contrasting results were reported in a
2000 study which found that while distance to
the nearest wetland and wetland size did sig-
nificantly influence surrounding property val-
ues, wetland type was not a consistently influ-
ential factor.”> Two analyses of 14,485 sales
values of properties in Portland, Oregon, were
carried out. The first, which was concerned
with the influence of the characteristics (size,
proximity, and type) of the nearest wetland to
each sample property on its sale value, re-
vealed that increasing the size of the nearest
wetland by one acre increased sales value by
$24.39, while reducing distance to it by 1,000
feet increased value by $436.17.

The second model measured distance to
the nearest wetland of each type (open water,
scrub-shrub, emergent vegetation, and for-
ested) and shape (areal or linear). Influence
varied in magnitude, with areal open water
wetlands having the greatest positive impact
on property values and linear open water wet-
lands having a significant, negative effect.
Thus, influence of type was inconsistent be-
tween the two models. However, the authors
reasoned that the second model was the less
plausible of the two, and concluded that type
was probably insignificant in this study area.
It should be noted that all three of these studies
captured only private values placed on wet-
lands by nearby residents. Like all studies of
proximate impact on property values, they do
not reflect additional, public values of wet-
lands which are likely to be considerable and
felt widely throughout a community (water
quality improvements, biodiversity, ground
water recharge and discharge, recreation, etc).



CONCLUSIONS

The value of a view of water has been
proven conclusively. Of the nineteen studies
that included a variable relating explicitly to
view of some water-based feature on property
values, only one indicated a significant nega-
tive impact while one other listed an insignifi-
cant result. The latter finding referred to a
view of a small, freshwater pond.

The significant, positive effect of a water
view obtained in the remaining studies held
across all types of water feature, including
ocean, lakes, rivers, and canals. Premiums for
a water view in the 1970s were generally in the
hundreds or low thousands of dollars. Figures
ranged from $573 to $1,340 in a 1977 study.*
By the late 1980s, premiums of expansive
ocean views had reached into tens of thousands
of dollars. In 1989 figures ranging from
$15,000 to nearly $39,000 were reported for a
view of San Francisco Bay,* though another
estimate in 1994 of the value of a view of Lake
Michigan was considerably smaller, at
$6,700.%° The most recent estimates of premi-
ums associated with water views have been
substantial, nearly $46,000,*® over $75,000,"
and $115,000.”

When considered as percentages of value
added, water views generally produced premi-
ums of between 4% and 12% through the late
1980s. The most recent evidence, however,
suggests that the value of such a view is grow-
ing in importance relative to the value of a
house. Studies since 1997 have listed premi-
ums from 30% to 147% for full ocean views,
and over 10% for partial vistas. Lake view
premiums of 18% to 56% have been reported.
One study found a 115% premium associated
with a view of a creek or marsh.

Many analyses have incorporated a vari-
able entitled, “on lake,” or “on ocean,” to
measure impacts of such a position on property

values. Such variables do not differentiate be-
tween view and recreational access but, like
more detailed view specifications, they have
consistently indicated positive impacts on
property values. Of the nineteen studies re-
viewed that utilized this type of variable, four-
teen reported significant, positive impacts;
three reported insignificant results; and, two, a
mixture of positive and negative results. Sig-
nificant positive impacts were recorded for
properties on the ocean, on lakes, and on ca-
nals. Insignificant results pertained to proper-
ties on a pond, and on a “lake or lagoon,”
while the largest negative impact (a $49,000,
or 12%, decline in values) was attributed to
location on a flat, featureless lagoon.

The earliest study of premiums related to
waterfront location, conducted in 1964, re-
ported an increase in values of $65.42." By the
1970s, premiums had reached the thousands of
dollars ($809 to $4,040).” A 1982 study listed
amounts ranging from $7,900 to $10,200."" In
1989, increases of $24,000 to $65,500 were
reported.*” Today, premiums for properties lo-
cated on a waterfront may exceed $100,000.
In percentage terms, premiums associated with
waterfront location have varied from 9% to
147%, with figures exceeding 50% not being
uncommon. An increase in the proportion of
value added which occurred with water views
does not appear to have occurred through time,
however, though relatively few studies were
available over which to identify trends across
the period.

The decay impact of increasing distance to
a lake or ocean on property values is most con-
clusive. Each of the eighteen studies including
such a variable confirmed this. Unfortunately,
however, few studies have estimated the nu-
merical value of increasing proximity. Thus,
while a decline in values of $87 with each mile
from eleven TV A reservoirs were reported in
1964,1 and a decrease of over $292 with each
mile from a water-based state park in Pennsyl-



vania in 1968, the only recent estimations are
of reductions in values of $7.60 to $7.80 per
foot at 1,000 feet, becoming insignificant at
2,000 feet, around two lakes in Austin,
Texas,'> and of $188 per meter from a lake in
Ramsey County, Minnesota.*®

The effects of lake size, lake level fluctua-
tions, lake or ocean setback, and water front-
age, have also all been analyzed. Lake size has
been found to have both positive and insignifi-
cant impacts on property values, while lake
level fluctuations appear to be either insignifi-
cant or negative. Setback width has consis-
tently been found to be a significant positive
influence on property values, as has length of
water frontage. Presence of a dock was found
to have a significant, positive impact on prop-
erty values in the one study that included this
variable.

The studies reviewed have demonstrated
that recreational and aesthetic factors can be a
major source of land value increase around wa-
ter-based features such as lakes and on the
coast. As demand for the packages of ameni-
ties offered by waterside properties increases,
prices of, and premiums for, these properties
are likely to rise even higher. The tendency of
the proportion of value added by a water view
to increase through the time period of the stud-
ies reviewed reflects the inelasticity in water
view amenity supply.
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CHAPTER 6

THE ANALOGOUS CASE OF GOLF COURSES

CONTEXT

The growth in popularity of golf in the
United States is shown in Exhibit 6-1." The
number of golfers per course peaked in 1990
and has fallen 14 percent since that peak.
Similarly, the number of rounds played per
course has decreased to its lowest point in the

Exhibit 6-1 The Growth of U.S. Golf

34 year period shown in Exhibit 6-1 and has
fallen by over 17 percent. Thus, the competi-
tion among courses to attract golfers has inten-
sified.

The incorporation of golf courses into real
estate developments started in earnest in the
1950s, with the widely acclaimed Hilton Head
development in South Carolina, and has con-

1970 1980 1990 1995 2000 2003
Golfers (mil- 112 15.1 23.0 23.7 254 27.4
lions)
Rounds Played 266 358 421 431 518 495
(millions)
Golf Courses 7,516 9,852 11,178 12,571 14,268 14,827
Golfers Per 1,490 1,533 2,058 1,830 1,780 1,847
Course
Rounds Per 35,370 36,345 40,340 34,290 36,300 33,378

Course



sistently grown in popularity in each subse-
quent decade. In the 1980s approximately 35
percent of new golf courses were incorporated
into a real estate development and despite the
increased competition for golfers this increased
to 46 percent in the 1990s which represented
almost 1000 courses.”

The magnitude of investment to construct
a course varies widely according to topogra-
phy, soil conditions, irrigation needs, drainage
requirements, landscaping, the quality of
course features such as greens, bunkers and
water features, and the costs of labor and mate-
rials in the area. However, it is substantial.
Design and construction of an 18-hole course
is likely to cost between $3 million and $8 mil-
lion, but in addition the investment includes
the opportunity cost of the land. That is, the
150-200 acres which is allocated for the course
cannot be sold for building lots. If the average
density of the development is three lots per
acre, this means that the developer foregoes
the revenue from 450-600 lots which at (say)
$40,000 each amounts to between $18 million
and $24 million. Thus, the total investment to
the developer may well be in the range of $20-
$30 million. However, some of the opportunity
cost is reduced if some of the course is con-
structed on land considered undevelopable or
too costly to adapt for residential development.
Further, the course may serve other purposes
such as accommodating storm water run-off, or
protecting wetlands or other environmentally
sensitive areas. These are costs a developer
would incur irrespective of whether a golf
course was constructed and, hence, do not con-
stitute opportunity costs.

The magnitude of this investment means
that the minimum size of the real estate devel-
opment for a course to be viable is about 400
acres, but this is likely to be marginal and re-
flect very exclusive and expensive homes.
Typically, such developments are 800 acres or
larger because such projects allow developers

to spread the cost of the golf course over a lar-
ger number of residential units. However, the
disadvantage of larger projects is that the inter-
est costs of the money borrowed to undertake
the development escalate, as they have to be
carried for a longer period of time.

THE ANALOGY WITH PARKS

The strategy of constructing golf courses
to enhance lot value reflects the thinking of the
English pioneers of urban parks--Regent’s
Park, Prince’s Park and Birkenhead Park--
which were described in chapter 2. Like those
parks, the premiums accruing from the sur-
rounding residential lots pay for the investment
in the amenity and generate a higher profit for
the development company than it believes
would occur if a golf course was not included
in the project.

It was noted earlier that this strategy has
become relatively prolific in the past two or
three decades, but there were pioneering de-
velopments in the early 1890s in Florida and
North Carolina that deliberately linked golf
and real estate with the intent of enhancing
value. In both cases the Frederick Law Olm-
sted firm which championed the linkage with
parks in the U.S. (chapter 2) was involved. The
firm designed the Mountain Lake Estates, a
community that linked winter homes with golf,
in Lake Wales, Florida,” and America’s first
golf course village at Pinehurst in North Caro-
lina.?

There are three reasons why developers
include golf courses and other amenities in
their projects: (i) to increase the land values in
their development; (ii) to respond to physical
planning or ecological conditions, either vol-
untarily or imposed by regulation, which re-
quire a real estate development to accommo-
date storm water run-off, integrate wetlands or
other environmentally sensitive areas, mitigate
a site by enhancing bio-diversity through creat-



ing native habitat areas, or buffer disparate
uses; and (iii)



to accelerate the absorption of real estate, i.e.
to sell their lots more quickly. It has been es-
timated that the broadening of market appeal
and the enhanced image and ambiance that a
golf course creates, typically speeds up overall
absorption by 20-30% which translates into
higher profitability for the developer.’

The enhanced land value derives from two
sources. The first is image: “Golf is a way to
dress up the real estate...The golf course tends
to elevate the image of the community and
people are attracted to image” (p. 1b).* Golf
has connotations of affluence and prestige, and
some people may seek to enhance their self-
esteem or social standing by buying into a de-
velopment with this type of image. The second
source of enhanced value is the visual and
physical access to attractive open space that
causes individuals to pay a premium price for
their homes. Both of these sources are consis-
tent with the reasons for the enhanced value of
land around natural parks and open space.

ALTERNATE GOLF COURSE CONFIGURATIONS

Five basic golf course configurations are
recognized: core; double fairway, continuous;
double fairway, returning nines; single fair-
way, continuous; and single fairway, returning
nines.’ These are shown in Exhibit 6-2. Their
potential for maximizing the value of adjacent
real estate varies and Exhibit 6-2 reinforces the
important role of “edge” in maximizing real
estate frontage potential which was discussed
in chapter 1.

The almost rectangular shape of the core
golf course is similar to the shape of traditional
parks and has relatively little edge. The single
fairway configurations have most edge and can
accommodate the most real estate frontage.
However, the houses on opposite sides of the
course are relatively close together and likely

to be in each other’s viewlines. In contrast, the
core course has least potential for extensive
real estate frontage, but the views are likely to
be uninterrupted and not likely to include other
homes. For this reason, the premium associated
with the core course frontage is likely to be
greater than that accruing from the single or
double fairway options. One authority on resi-
dential golf course developments observed:

Early in the evolution of golf course
communities, the courses typically
were stretched out so that both sides
of each fairway were lined with hous-
ing. The trend today is toward a high-
quality golfing experience and a lar-
ger sense of community open space,
which has led to the development of
more “core” golf courses. In this con-
figuration, fairways parallel one an-
other, and sometimes only the pe-
rimeter of the course provides front-
age on the course for housing (p.
85).2

Notwithstanding this perspective, the chal-
lenge in generating the magnitude of premium
needed (discussed in Exhibit 6-4) means that
while there may be more core courses emerg-
ing, the preferred option in most real estate de-
velopments remains the single fairway return-
ing nines configuration. This yields almost the
maximum frontage for real estate, but offers
greater flexibility and efficiency in operation
over the single fairway continuous configura-
tion by providing two starting holes. Thus,
more players can begin a game, and the entire
course can be brought into play in two hours,
compared to four hours in a continuous layout
with only one starting hole.” Further, this lay-
out allows for the option of playing only nine
holes.
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The Core Golf Course. In a core course, the
holes are clustered together, either in a con-
tinuous sequence, leaving the clubhouse at
number one and returning to it at number 18,
or in two returning nines, with each nine-hole
sequence beginning and ending near the club-
house. Because it consumes the least amount
of land, the core course is usually the least
expensive to build. However, the only sites it |
provides for real estate development lie at its !
perimeter, and the length of lot frontage is
+10,000 feet.

The Single Fairway, Continuous is a single, open loop starting from the clubhouse and returning
to the clubhouse. It consumes the greatest amount of land and offers the greatest amount of fair-
way frontage for development sites. It can be designed to wind its way through fairly difficult
terrain. Length of available lot frontage is 47,000 feet.

The Single Fairway, Returning Nines configuration consists of two loops of returning nines,
with the clubhouse in the center. Most flexible for play, slightly less frontage due to the concen-
tration of tees and greens for holes 1, 9, 10, and 18. Length of available lot frontage is 44,000
feet.



The Double Fairway, Continuous configuration consists of a continuous single loop of adjacent, parallel fair-
ways. It offers about 40% less frontage for development sites than a single-fairway course and can result in a
boring course design. But the greater distance it provides from building sites on the opposite side of the fairway
create a greater sense of spaciousness than does a single fairway lined by development. Length of available lot

frontage is £25,000 feet.

finish at the clubhouse, and both have adjacent parallel fairways. Length of available lot frontage is +24,000feet.

Exhibit 6-2 The Five Basic Golf Course Configurations

Source: Muirhead and Rando’

THE BOTTOM LINE

To justify the magnitude of investment as-
sociated with a golf course, there has to be
substantial enhanced value of a development’s
lots. Five studies have been reported which
have investigated how much value is added by
a golf course. The first provided summary data
from a survey of master-planned golf commu-
nities across the United States.® Details of the
survey remained proprietary information; only
averages were reported and these invariably
obscure variations among courses. They are
reported in Exhibit 6-3.

Exhibit 6-3 indicates that every lot and
home location site within a golf-course com-
munity had a premium over comparable lots
and units in non-golf developments. Prime
sites fronting on greens or enjoying water
views or fairway and open-space vistas com-
manded twice the average fairway-frontage
premium. Nonfrontage property offering views
of the golf course and partial vistas also com-

manded a substantial premium. Even interior
sites located within the gates of a golf-course
community commanded a slight premium.

A more recent survey of 11 golf course
communities in the Coastal Carolinas and
Georgia provided more detail (Exhibit 6-4).> It
shows the premiums associated with lakes
/lagoons, fairways, fairway/lagoons, marsh,
water front, and deep water, when compared
with interior lots in the developments. All of
these projects were high-end, prestigious, re-
sort-type developments. They suggest: (i) pre-
miums across all these features are substantial;
and (ii) water features generally generate the
highest premiums.

In Exhibit 6-5 the real estate income pre-
miums accruing from a core course develop-
ment are compared with those from a single
fairways returning nines layout. The analysis
assumes that 75 percent of the frontage in both
cases is usable for real estate development.
(Based on the parameters shown in Exhibit 6-
2, this means the available frontages for the
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Exhibit 6-3 Average Golf Real Estate Premiums from a Survey of Values in Master-Planned

Communities
Lot Value Housing Value
Base Homesite' $50,000 $180,000
Golf-Course Community
Interior Homesite $52,000 $185,000
Golf-View Homesite 60,000 200,000
Fairway Frontage 75,000 225,000
Prime Golf Frontage® 100,000 260,000

" An interior lot in a master-planned community without golf.

* Homesites fronting on greens, lakes, and other particularly desirable features of a golf course.

Source: Economics Research Associates cited in J. Richard McElyea, Austin G. Anderson, and Gene P. Krekorian
(1991) Golf’s Real Estate Value. Urban Land, February, 14-19.

Exhibit 6-4 Real Estate Premiums by Amenity Orientation, Coastal Carolinas and Georgia (2000)

Developer / Resale Homesite Prices

Course/Community Avera.ge Interior Lake/ Fairway Fairway / Marsh  Waterfront Deep Wa-
Size Lagoon Lagoon ter

Amelia Island, 1/4to $120,000 $310,000 $400,000 $500,000 $850,000  $2,000,000 N/A

Amelia Island, FL 1/2 acre

Bald Head Island, 1/4to $72,000- N/A $80,000- N/A $250,000- $200,000- N/A

Southport, NC 1/2 acre 175,000 230,000 700,000 1,200,000

Belfair Plantation, 1/2acre  $149,000-  $275,000- $375,000- $450,000- $850,000- N/A N/A

Bluffton, SC 300,000 400,000 525,000 700,000 1,200,000

Bray’s Island, 1 acre $295,000 N/A $350,000 $400,000 $470,000 $595,000 $950,000

Sheldon , SC

Indigo Run, 1/2 acre $115,000 $135,000 $175,000 $190,000 $500,000 N/A $800,000

Hilton Head, SC

Colleton River, 1/2to $275,000  $310,000- $356,000- $360,000- $542,000- $930,000-  $2,100,000

Bluffton, SC 1 acre 477,000 363,000 640,000 845,000 1,800,000

Marsh Creek, 1/2to $50,000 $82,000 $100,000 N/A $250,000 N/A N/A

Jacksonville, FL 1 acre

Osprey Cove, 1/4to0 $46,000 $55,000- $65,000- $85,000  $180,000 / N/A N/A

St. Mary’s, GA 1 acre 60,000 82,000 acre

Glen Kernan, 3/4to $200,000 N/A $220,000 N/A N/A $375,000 N/A

Jacksonville, FL 1 acre

Marsh Landing, 1/3to N/A $150,000 $330,000 $330,000 $250,000 $850,000  $1,000,000

Jacksonville, FL 1/2 acre

Plantation at 1/3to $100,000 $120,000 $150,000 $200,000 $250,000 N/A N/A

Ponte Vedra, 1/2acre

Jacksonville, FL

Source: Mulvihill et al.?



core and single fairways layouts are 7,500 and
33,000, feet respectively). Exhibit 6-3 indi-
cated that the premiums for golf-view home-
sites on the fairway were $25,000. Thus, in
Exhibit 6-5, it has been assumed that the pre-
miums for detached houses, townhouses, and
garden apartments are $25,000, $20,000 and
$15,000, respectively.

The premium incomes reported in Exhibit
6-4 are in 1990 dollars and would be higher if
the dollar values were transposed to a contem-
porary time period. Further, the incomes are
conservative because they do not include the
premiums associated with golf-view homesites
or interior homesites (Exhibit 6-3). Neither do
they show the loan cost savings that accrue to
the developer from selling the real estate more
quickly as a result of the golf course. Never-
theless, the analysis in Exhibit 6-5 suggests
that the individual lot premiums for detached
houses, townhouses, and garden apartments of
developments with a core style course would
have to be, respectively, 4.4, 4.4, and 3.4 times

as great as those of a single fairway returning
nines course to generate the same level of prof-
itability to the developer- -assuming the devel-
opment costs of both were the same.

A third study was published in 1995 and
examined prices of properties on and around
three private golf courses in Rancho Bernardo,
a suburb of San Diego located 32 miles from
the San Diego Central business district.” The
sample comprised of 717 single family home
sales transactions of which 216 properties
abutted a golf course and the remaining 501
were in the same area. A matched-pair design
was used in an attempt to equalize all loca-
tional factors other than position relative to the
golf course. The results indicated that homes
abutting a course sold for 7.6 percent more
than similar homes in the same area which
amounted to a premium of $12,914.” These
premiums are substantially lower than the con-
ventional wisdom and those reported in the
first two studies, but the authors offered no ex-
planation for this.

Exhibit 6-5 Income Advantages of the Single Fairway Returning Nines Course Compared to a

Core Course

Core Course 7,500 feet
available frontage

Single fairway returning
nines with 33,000 feet

: Differential
Types of available frontage Promium
Development Possible . Possible : Bonus
Premium Premium
Number of Income Number Income
Units of Units
Detached houses 75 $1,875,000 330 $8,250,000 $6,375,000
(100 feet lots)
Townhouses
(38 feet width) 197 $3,940,000 868 $17,360,000 $13,420,000
Three story garden
apartment 300 $4,500,000 1,320 $19,800,000 $15,300,000

(40 units of frontage
per 1000 feet)




Much higher premiums were reported in a
2001 study reporting results of 457 single fam-
ily home sales within 1,500 feet of one of the
eight golf courses in the city of Portland, Ore-
gon.® The courses ranged in size from an ex-
ecutive course of 26 acres to an extended
course of 232 acres, with a mean size of 169
acres. The premiums were evaluated at differ-
ent distances from the courses and the results
(shown in 1990 dollars) are reported in Exhibit
6-6.

The rapid fall in value which occurs in the
201-600 feet zone is consistent with the con-
ventional wisdom that those interior properties
which do not abut the course and, hence, have
no view of it are unlikely to yield much pre-
mium. However, the subsequent increase in the
601-1000 feet zone is not obviously explicable
and no explanation for it was offered by the
authors.

This study investigated the impact of
parks (reported in chapter 3) as well as golf
courses and did not differentiate the mean
value of the homes in the two analyses. If the
mean value across the whole sample, which the
authors cited as $66,198, was representative of
the golf course impacted properties, then the
premium on homes within 200 feet of a course
would be 21%. The golf course premium was
higher than that associated with the other three
types of open space the authors analyzed, i.e.,
natural area parks, urban parks, and specialty
parks. Although the Portland study was techni-

cally strong, whenever the impact of multiple
courses is aggregated there is some likelihood
of a self-canceling effect because the influence
of both high quality and low quality courses is
included in the mean averages.

The final empirical study in the published
literature emerged in 2005. It focused on a
1,348 acre master planned community in Texas
that was centered around an 18 hole golf
course.” The sample comprised the sales trans-
actions of 305 properties over a five year pe-
riod. Their mean sales price was $237,000.
The analysis compared the sales prices of
properties fronting on the golf course with
those located elsewhere in the subdivision.
This meant that other attributes of the subdivi-
sion, which may generate a premium inde-
pendent of the golf course such as prestige,
image, security, school quality, etc. were con-
trolled. The average premium of properties
abutting the golf course ranged from $61,000
to $73,000, which represented between 26%
and 31% of the average sales price of all the
sample’s homes in the area.

THE CASE FOR A SHIFT FROM GOLF COURSES TO
PARK SPACES

The Texas study reported in the previous
paragraph had a second dimension. In addition
to calculating the premiums attributable to the
golf course, a survey of all 707 homeowners in

Exhibit 6-6 The Mean Value of Premiums at Different Distances from City of Portland Golf

Courses

Distance <200 201- 401- 601- 801- 1001- 1201 -
(feet) 400 600 800 1000 1200 1500

Premium $13,916 $7,851 $2.814 $8.842 $8,898 $4,391 $4.366




the subdivision was undertaken, to which 466
(66%) responded.'® It found that 51 percent of
respondents reported nobody in their house-
hold played golf on the sub-division’s course.
An additional 20 percent of households had an
individual who played less than once a month.
These results suggest that for this 70% of
households, the substantial premium some of
them paid for their home was not attributable
to the golfing opportunity.

These data are consistent with anecdotal
estimates that have been made by others who
have cited the proportion of households living
in golf communities who played the game at
20-30%,” 30-40%," 30%,'* 20%" and 10%'".
The most comprehensive publication in recent
years offering guidelines for golf course devel-
opment in residential communities observed,
“Many buyers in golf communities are not
golfers; rather they appreciate the aesthetic
qualities of the course, the permanent open
space, and the preserved exclusivity of the
community” (p. 6).” Elsewhere in the publica-
tion the authors report:

Exit interviews with homebuyers in a
cross-section of large master-planned
golf communities have shown that
golf, while important, ranks well be-
hind less capital-intensive features
such as open space and trails in defin-
ing the community (p. 26)

Residents who front on to a golf course
benefit from the viewscape and in that respect
itresembles a well-maintained manicured park.
However, those located two or three blocks
away are unlikely to have a view and, unlike a
park, frequently they do not have access unless
they actually play golf. A golf course is not
community open space. Casual public access
to golf courses for such purposes as walking,
jogging, sitting or daydreaming is usually ag-
gressively discouraged.

Developers generally have no interest in
operating a golf course because it is a distrac-
tion to their core business of creating subdivi-
sions and selling lots. Frequently, they seek to
transfer title of the course either to golfers to
operate as a non-profit organization or to a
specialist golf company. However, many resi-
dential golf courses today are not viable oper-
ating entities and an increasing number of de-
velopers find they are required to continue to
accept responsibility for operating and subsi-
dizing them because no other entity will accept
them."

The phenomenon of non-golfers being the
predominant homeowners in golf develop-
ments suggests that developers may avoid this
ongoing financial liability and may create a
similar premium for their lots by creating at-
tractive open space rather than building a golf
course, without alienating a majority of their
potential market. Such a strategy appears likely
to result in substantial cost savings to the de-
veloper. However, there is a caveat to this con-
clusion in that golf courses are used by a nar-
row demographic range of people, during par-
ticular times, in a highly structured way.'®
These characteristics may contribute part of
the premium that abutting homeowners are
willing to pay and, should be replicated as far
as possible if open space replaces the golf
course.

There has been growing acknowledgement
of the damage golf courses can inflict by
changing existing open space ecology; deni-
grating wetlands, sensitive aquifers or habitat;
or from run-off of pesticides, herbicides and
fertilizers. Indeed, in some parts of the coun-
try, the permitting of golf facilities has become
a long and difficult process, in large part be-
cause of environmental issues.!” To this end,
the U.S. Golf Association has linked with the
Audubon Society in an effort to enhance wild-
life habitat through improved resource man-
agement practices on golf courses, so golf



courses are being encouraged to be more park-
like. From both a societal and a developer’s
perspective, if a similar premium for residen-
tial developments can be acquired from attrac-
tive open space as from golf courses, then
these negative consequences could be totally
avoided.

If open space is used instead of a golf
course to create premiums on the lot prices,
then, like the golf course, it should be the first
and foremost element to be planned in the sub-
division. Such initial identification of key open
space involves ‘“delineating both ‘Primary
Conservation Areas’ (such as unbuildable wet-
lands, waterbodies, floodplains, and steep
slopes) and ‘Secondary Conservation Areas’
(including mature woodlands, upland buffers
around wetlands and waterbodies, prime farm-
land, natural meadows, critical wildlife habitat,
and sites of historic, cultural, or archaeological
significance)” (p. 6)."® This approach has the
added advantage of it being viable on smaller
sites on which a golf course would not be vi-
able. This line of thinking led one author to
conclude:

The following general recommenda-
tion may be stated: Let us build
many more “golf course develop-
ments,” but for the most part without
the golf courses themselves—
substituting community greens for
putting greens, and greenways for
fairways (p. 7)."®
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Exhibit 7-1 Controversy at City Hall: Open Space or Development

The gavel came down upon the desk with a loud, resonating thump, which immediately brought
silence to the small but crowded room. As the din of voices faded into a whisper and ceased altogether
the municipal clerk announced, “The meeting of the Hometown City Council will now come to order.”

Hesitantly, because he could sense that the meeting would be long and tiresome, the mayor rose to
address his fellow councilmen and the anxious crowd. “The purpose of tonight’s meeting is to discuss
the possible acquisition by this community of property known as the Scenic View Farm.

“As most of you know, this property consists of about 200 acres and includes open fields, woods,
a stream and an overlook from which the whole community can be viewed. I realized that the potential
acquisition is controversial; therefore, all those who desire to speak will be given an opportunity to be
heard.”

Immediately a hand rose in the audience. At a gesture from the mayor, a woman rose and stated,
“My name is Pauline Smedley. I live on Anderson Road and I am representing the Hometown Citizens
Taxpayers Association. We are opposed to the acquisition of the Scenic View Farm, and feel that its
acquisition with public funds would not be in the best interest of the community’s residents.

“Already our property taxes are unbearable. This acquisition would result in a tax increase since
the property would be removed from the tax rolls. On the other hand, if the tract were developed, more
homes would produce more tax revenues, which would result in keeping our tax rate from increasing.
This community, in all good conscience, cannot afford to allow potential taxable property from being
constructed. We hope that the council will, in the best interests of the community, vote not to acquire
the property.” As she sat down members of the taxpayers association applauded loudly.

“Your Honor,” a voice from the other side of the room called out. “I’d like to present an opposing
viewpoint.” “Please proceed,” responded the mayor. “My name is Joe Tucker,” the second speaker
said. “I represent the Citizens for a Quality Environment of Hometown, and we fully support the Sce-
nic View Farm acquisition. In our rapidly growing community, the few remaining open spaces should
be preserved, not only for scenic and environmental reasons, which are important, but also because it’s
good business.

“It’s not true that more development is the answer to our rising tax rate; in fact, it is often the
cause of it. If the farm were to be developed, it would cost the community more to provide services to
the development than the community would receive in tax revenues. This deficit would have to be
made up by increasing the tax rate.

“Open space, however, doesn’t demand municipal services. It costs the community little beyond
acquisition expenses but provides many economic benefits. In fact, the projected deficit created by the
cost of servicing the development exceeding the taxes received from it, would be adequate in seven
years to pay for the farm’s acquisition as open space. Open space keeps our taxes low and we urge the
council to act in the best interests of the community by acquiring the property.”

Having heard diametrically opposed arguments, the council postponed making its decision until
its members had sufficient information to fully evaluate the economic aspects of the proposed acquisi-
tion.
Source:  Caputo®
the American psyche. There is a distinction
between sustainable development and growth.
Sustainable development is carefully planned
and results in public investments that lead to
increases in quality of life. Growth refers to



expanded community size with minimum re-
straints or guidance which requires a commu-
nity to incur net costs merely to retain the qual-
ity of life standard it had before the growth oc-
curred.

The momentum for growth emanates from
two sources.’ First, from well-intentioned resi-
dents who genuinely wish to better the com-
munity and who believe the myth that growth
leads to reduced taxation. Second, those who
will directly profit from growth such as land-
owners, real estate developers, mortgage bank-
ers, realtors, construction contractors, cement
and sand and gravel companies, building sup-
pliers, and architects and landscape architects.
This latter coalition tends to be wealthy, organ-
ized and politically influential in most commu-
nities, and their agenda is to improve the prof-
itability of local land development by:

e increasing the intensity of land use
(rezoning or annexing land, for exam-
ple);

o reducing the cost of development (re-
ducing regulations, fees, and delays);

e diverting public resources to support
local land development (new roads,
sewers, and other facilities); and

o stimulating the demand for new de-
velopment (economic development
programs, tax incentives, and other
subsidies).®

Together these economic and political forces
create an urban growth machine® whose mo-
mentum is difficult to slow. The counter mes-
sage that growth results in increased costs to
local taxpayers is alien to the long-established
belief system and, hence, confusing to most
residents and local officials:

For years they have been assured by
growth boosters that the solution to a
community’s economic problems is

to increase the tax base. The next big
expansion project, say growth advo-
cates, will produce enough tax reve-
nue to fix local problems without
raising taxes. Most of us accept these
assertions. The claim that we can
grow our way out of growth problems
seems so reasonable that most of us
don’t think much about it. After all,
we’ve always been told that growth is
the basis of prosperity (p. 2).>

While the benefits of growth are widely
proclaimed by the growth coalition, its associ-
ated costs are rarely discussed. It is easier for
those who gain from economic development to
mobilize political support for developing pro-
jects by focusing only on benefits. Thus, exist-
ing taxpayers unwittingly subsidize a commu-
nity’s expansion and communities are condi-
tioned to believe that they must grow to pros-
per. Most residents are astonished to learn that
stopping expansion and investing only in pro-
jects that improve quality of life is likely to be
less expensive than accommodating and en-
couraging growth. It has been observed that:

If a private company had a business
plan that looked only at revenues and
ignored costs, it would quickly be out
of business. Why should the public
tolerate such one-sided accounting by
local governments? We make tre-
mendous expenditures of public re-
sources to support growth, yet fail to
account for these costs in terms of the
impact on existing residents and tax-

payers (p. 14).*

The consequences of rapid growth are illus-
trated by the situation which the island of Nan-
tucket, Massachusetts, abruptly recognized in
the late 1980s which is described in Exhibit 7-
3.
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Source: Roger Lewis, The Regional Planning Partnership

Bedroom communities, which are charac-
terized as places from which people commute
to work to commercial/industrial establish-
ments located elsewhere, are particularly vul-
nerable to the taxation increases likely to ac-
company new residential development. Such
communities have no commercial/industrial
base to mitigate the costs of servicing new
residential developments, making substantial
tax increases to existing residents almost inevi-
table.

Local government generally allocates the
costs of new facilities, infrastructure and ser-
vice expansions on an average basis rather than
on an incremental basis. This means that the
new costs are spread among all taxpayers

rather than charged only to those who create
the costs. For example, if a city expands by 10
percent, it is likely that there will be additional
capital and operating costs for school facilities,
sewers, storm drainage, transportation, roads,
water, fire and police protection, park and rec-
reation facilities, libraries, general government
offices, electricity, gas and solid waste dis-
posal.* However, the new residents pay only
10% of these costs, while the remaining 90%
will be paid by existing residents who were
sufficiently serviced by the existing infrastruc-
ture. Since in most communities the tax in-
come accruing to the community from the new
homes is likely to be less than the cost of these
additional services, the existing community



Exhibit 7-3 The Fiscal Impact of Development on Nantucket

The island of Nantucket in Massachusetts experienced a building boom in the1980s which caused
the town’s operating budget to explode, going up more than 26 percent a year. As a result, property
taxes more than doubled between 1982 and 1988. Yet town revenues could not keep up with the ex-
penditure growth, because the average cost of servicing a new dwelling unit ($2,925) exceeded the
taxes paid by that additional unit ($2,656). Simply stated, new dwellings did not carry their own weight
on the tax rolls.

Rapid growth forced the town to borrow money. Nantucket’s debt by 1988 was six times what it
was in 1982. Each year the town paid $6.5 million on this debt. In fact the biggest item in the town
budget was this annual debt payment. By 1988, the town spent more to service its loans than for educa-
tion.

Furthermore, this situation was expected to worsen, if rapid development continued. By 1988, the
town had scheduled more loans and was seeking voter approval for financing an additional $40 million
worth of capital projects during the next five years. This increased indebtedness would double the an-
nual debt service costs.

Excessive development was escalating taxes while overburdening town services. Nantucket’s tax-
payers could not afford to stay on this course. The study which derived these data was commissioned
from RKG Associates of Durham, NH and Boston, MA. Their detailed analysis of Nantucket’s econ-
omy spelled out why the island’s growth had to be managed. According to the study’s findings, the
costs of excessive development outweighed its possible benefits. For example, new construction did
not compensate the town for the cost of maintaining its municipal infrastructure. Therefore, the current
taxpayers subsidized housing development. The RKG Associates report helped dispel the myth that the
town’s economy would suffer if more land was put into conservation rather than construction. It
showed that an acre of land put into conservation benefited the current taxpayer more than an acre with
anew house on it, because the town spent more to provide municipal services to a new dwelling than
the tax revenues received from that unit. In the end the excessive development of the 1980s was detri-
mental to the quality of life; to the natural resources of the island; and to the fiscal well-being of the
residents.

effectively subsidizes the developers and the
new residents.

The net costs of growth are accentuated
with sprawl which technically is defined as
occurring when land is being consumed at a
faster rate than population growth. For exam-
ple, in Wright County, Minnesota, the net an-
nual deficit between taxes paid and the cost of
services required was found to be $490 for de-
veloped home lots larger than one acre, and
$114 for quarter acre lots.” Similarly, in a
study of Loudoin County, Virginia, which is
the fastest growing county in the Washington,

DC area, it was found that public costs were
approximately three times higher ($2,200) per
dwelling where the density was one unit per
five acres, than where the density was 4-5 units
per acre ($700 per dwelling).® This reflects the
increased costs associated with such services
as school buses, emergency service response
times, road provision and repairs, garbage
pick-up, and utilities when homes are spread
out.

However, the net deficit associated with
growth is largely independent of density.* Pub-
lic costs for services such as schools remain



high irrespective of the quality of planning, so
while sprawl is likely to accentuate the cost
deficit, a lack of sprawl is unlikely to remove
it.

The most expensive growth cost that con-
fronts communities is schools. The national
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Exhibit 7-4 The School Costs projected to be incurred if 100 acres of Open Land was trans-
formed to Residential Development: Example of the Souderton Area School District, Mont-
gomery County, Pennsylvania

Costs in the following example were based on the district’s reported annual cost to educate a
public school student. The average number of school age children per home was based on the number
expected in the growth area of the district. The shift in costs shows what would occur if a 100 acre
farm was transformed into residential development. Much of the undeveloped land is zoned for
homes at 0.5 homes per acre.

Three alternate options are shown.: (i) development of the 100 acre farm; (ii) purchasing the de-

velopment rights of the farm; and (iii) purchasing the 100 acre property for open space.

Development of the “100-Acre Farm” — Costs to the Community

100 Acreage of the Farm
X 0.50 Homes per Acre
50 New Homes
50 New Homes
X 0.8265 School-age Children Per Home
41 School-age Children in the Subdivision
$8,888 Public School Costs Per Student
$364,408 Public School Costs For the 50 New Homes Per Year
50 New Homes
$2,787 Average School Tax Revenues Per Home
$139,350 Public School Revenues for the 50 Homes Per Year

$139,350 (Revenues) - $364,408 (costs) = -$225,058 (shortfall) Per Year

Preservation of the “100-Acre Farm” — Purchase the Conservation Easement

100 Acres of Conservation Easement Purchase
X $11,666 Average Cost Per Acre — Easement Purchase
1,666,600 Purchase Price of the Easement

$1,166,600 / $225,058 (shortfall) = 5.2 Year Break Even Period

Preservation of the “100-Acre Farm” — Purchase of Land

100 Acres Purchased
X $16,108 Average Cost Per Acre — Fee Simple Purchase
$1,610,800 Purchase Price of the Farm

$1,610,800 / $225,058 (shortfall) = 7.2 Year Break Even Period

Source:

Montgomery County Lands Trust’



average number of public school-age children
for a three-bedroom house is 0.67. Thus, there
will be an average of two school-age children
for every three houses (3 x .67 = 2), so 750
new residences are likely to require one new
school for the 500 students who move in. If
the total cost of land and construction for such
a new school is $14 million, then the cost per
house is $18,667. (Note, this is not the cost per
child!).” In most jurisdictions, this cost will be
shared by the whole community and not be
charged directly to the new homeowners or
their developers.

Exhibit 7-4 offers an example of the
schooling cost that would be incurred by a
community in Pennsylvania if a 100-acre farm
was transformed into residential development.
It shows that the pay-back periods for purchas-
ing the development rights or for purchase of
the land for open space/park purposes were 5.2
and 7.2 years, respectively. The pay-back peri-
ods are relatively short, but the schooling costs
would continue as long as the homes exist and
would likely increase each year.” Thus, com-
munities can choose to pay for these ever-
increasing school costs, or they can elect to
spend the money, in part, to preserve selected

Exhibit 7-5 Using Open Space to Reduce Taxes

areas as open space or park land.

The city of Naperville is a suburb of Chi-
cago with a population of 150,000. Exhibit 7-5
reports how the city made a conscious choice
to increase the available park and open space
land in order to reduce the schooling costs as-
sociated with new development within its
boundaries.

Exhibit 7-6 summarizes the differences
between the myth of residential development
and the reality. Although the assumption that
expansion will lead to a net gain in local taxes
is fiscally irresponsible, this myth has fre-
quently thwarted the conservation efforts of
park and open space advocates. The purpose of
this chapter is to expose the development myth
by reviewing the substantial number of empiri-
cal findings that have been reported on this
issue. The general thesis examined here is that
saving land is often synonymous for local gov-
ernments with saving money, because the net
cost (revenues minus expenses) of maintaining
and operating park and open space land is
likely to be lower than the net cost to a com-
munity associated with residential develop-
ment. This is a long-term benefit of preserving
open space which is frequently overlooked in

The city of Naperville was almost built out. The remaining undeveloped area was in the south-
west of the city. The city’s planners reported that if this was developed as projected in the existing
master plan, then it would generate an additional 7,711 population and of these 1,820 would be of
school age. Within this undeveloped zone, the city master plan showed that 125 acres would be park-

land or open space.

The city was concerned about the cost of servicing this new population, especially the costs asso-
ciated with providing schools for them. Accordingly, it revised the master plan, expanding the open
space acreage to 205 acres. The revised plan projected the school-aged population would be 1,104, a
reduction of 716 from the original plan. This meant the residents of Naperville would save the costs of
building, staffing and operating one new school. This cost was much greater than the tax that would
have accrued from the additional residences which would have been built in the original plan. The cost
of acquiring and maintaining the additional parkland was projected to be much lower than the ongoing
net deficit associated with building and operating the additional school.



RESIDENTIAL
DEVELOPMENT

THE MYTH

Expands the tax base

l

Increases local tax
revenues

l

Reduces the tax
Payments of current
residents

policy decisions because market valuations
generally reflect only the short-term benefit of

THE REALITY

Raises the coast of
Providing community
services

l

Net deficit influence on
Local tax revenues

l

Increases the tax
Payments of current
residents

public costs needed to service a development
usually exceed the tax income accruing fromit.

Exhibit 7-6 A Generalized Summary of the Myth and the Reality Associated with Residential

Development

land.
EMERGENCE OF A NEW MUNICIPAL MATH

In 1956, Roland B. Greeley, who was a
member of the faculty of City and Regional
Planning at the Massachusetts Institute of
Technology and a private planning consultant,
wrote a letter to the Lexington, Massachusetts
Minute Man. The letter is reproduced as Ex-
hibit 7-7. It has been suggested that this letter
was a benchmark representing the genesis of a
“new municipal math” recognizing that the

10 Evidence in that era from other case studies
provided momentum for the new municipal
math movement:

e The village of Mamaroneck, New York,
reported that building a large post-war gar-
den apartment block on vacant land re-
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Exhibit 7-7 The Genesis of the “New” Municipal Math: Mr. Roland Greeley’s Letter to the
Editor

April 19, 1956
To the Editor:

There seems to be widespread concern about Lexington’s rate of growth. I submit below the crude outlines
of a process for restraining such growth I wish the Planning Board would consider seriously. Perhaps they already
have; or perhaps they will wish to appoint a special committee to study the matter.

Most people come to Lexington because they like, among other things, its “rural atmosphere,” its open lands
and freedom from urban character. Most people who are now here are concerned about the rate at which that
openness is disappearing. Such controls as 30,000 sq. ft. zoning obviously will not preserve the openness which
we cherish.

Suppose the Town should decide to buy up, within the next few years, something like 2,000 acres of unde-
veloped land in the Town (the total area of the Town is about 10,000), selecting the areas which are least accessi-
ble, least easy to service, least desirable for residence. What would be the result?

First, it would cost money—possibly a million dollars. However, unless the Town was forced to pay exorbi-
tant prices for the land, the total cost, spread over a twenty year period, should not exceed $75,000 per year, in-
cluding the loss of tax income from the raw land.

Second, we would derive significant financial savings. Judging from post-war experiences, each new home
pays on the order of $400 per year in taxes. If we assume that such homes average only 1-1 % school children per
family, then the cost of schooling alone is equal to, or exceeds, the taxes paid during the first 15 or 20 years of the
dwelling’s existence. Thus the costs of school construction, sewers, drainage, street maintenance, and even some
health and welfare expenses must all be met by the Town as a whole rather than by taxes on the individual proper-
ties concerned. Thus the net cost of servicing these new homes, if they are built, would add up to far more than the
$75,000 per year which the Town might have to spend to avoid this cost.

Third, we would lose out to the extent of denying ourselves the addition of many new friends and neighbors
such as those who have recently come to Town; and we might open ourselves up the criticism of being “snobbish”
or selfish. On the other hand, in the long run there may be two factors which will offset these arguments. The open
spaces may, in their way, become just as great assets in the total Metropolitan area as such large open spaces as
Middlesex Falls, Blue Hills and Breakheart Reservations are already proving to be. And the existence of such
open spaces may, in the future, make it appear desirable to allow some residential areas in the Town to develop at
somewhat higher densities, and thus more efficiently. If this proves to be the case, we could eventually absorb the
same amount of additional growth, but at a slower rate and in a more economical and desirable pattern. If not, then
we will be fortunate enough to have acted before it was too late.

Fourth, we would be guaranteeing the future existence of real open spaces throughout the Town - -open
spaces which need not be maintained (except for fire protection), but which would count significantly as far as
amenity, appearance, and casual use are concerned; and which would count significantly, I believe, in maintaining
sound property values in nearby residential areas. If a generation hence, we find such land not to be an asset in
public ownership, the chances are overwhelming that it could be disposed of at a profit. Personally I doubt if we
would be willing to dispose of it at any price in the future.

If T interpret citizen attitudes correctly, a procedure of buying up open space reserves would obtain for nearly
all of us the very pattern of development in the Town which we want most. And at the same time, for an initial
expenditure of a million dollars (the cost of one school), we would have a very good chance of making a net profit
(through reduction in Town expenses) of at least a quarter million dollars a year.

Sincerely,
Roland B. Greeley

Source:  Reproduced in Charles E. Little (1969) Challenge of the land. New York: Pergamon Press.



sulted in higher taxes for property owners.
The development paid $42,415 in school
taxes in 1960. However, based on Board
of Education figures, it cost $107,800 to
educate the children living in the apart-
ments. The existing taxpayers paid the dif-
ference."!

e In the town of Yorktown, Westchester
County, New York, it was found that each
dwelling paid $100 less in real estate taxes
than it received in municipal services. The
staff calculated that the acquisition of a
public park, including the loss of tax reve-
nue from the vacant land, the purchase cost
and the maintenance cost, would resultin a
15 percent lower annual cost to the Town
than if the land were developed with
houses.''

e When Robert Moses, as Commissioner of
Parks for New York, announced his inten-
tion to purchase 1,426 acres in Lloyd Har-
bor, New York for a new state park, many
residents complained about the land going
off the tax rolls and persuaded the village
to hire consultants to assess the fiscal im-
pact. They reported that loss of this land
from the tax roll would increase taxes by
20% from $14.33 to $16.91 per hundred
dollars assessed valuation. However, if the
land were to be used for residential devel-
opment, which was the most likely alterna-
tive scenario, they concluded the tax rate
would go up to $21.64, an increase nearly
three times greater. '

In their 1960s Plan for the Valleys, the re-
spected Wallace/McHarg planning firm called
for the preservation of 3,000 acres of meadow-
land in their planning area of the Green Spring
and Washington Valleys outside Baltimore.
They stated:

It has been calculated that uncon-
trolled growth develops approxi-

mately $33.5 million (in land value)
by 1980, and Optimum Land Use
residential development produces
$40.5 million in the same period.
The additional $7 million resulting
from concentration would be ade-
quate to pay in excess of $2,300 per
acre for title to the 3,000 acres ex-
empted from development [which
was higher than the prevailing market
price at that time] (p.86)."°

A review of these types of findings led to this
theme being subsequently endorsed and reiter-
ated by the Outdoor Recreation Resources Re-
view Commission in its landmark report in the
early 1960s:

The use most often competing for po-
tential park land or open space is
residential development, and gov-
ernments often lose money on such
development - - that is, it costs more
to provide schools, streets, and other
services than is returned in new taxes.
Thus, in many instances, placing the
land in recreation use may prevent a
drain on the community’s finances
while engineering a long-term rise in
surrounding property values (p. 75)."

In the 1970s more studies showing similar re-
sults emerged:

A 1970 study for the city of Palo Alto,
California, indicated that it was substan-
tially cheaper for that city to acquire at full
market value its foothill open space than to
allow it to become an “addition” to the tax
base.’

In Santa Fe, New Mexico, a 1973 study
from the city’s planning department con-
cluded: “The primary conclusion of the
study is that new subdivisions do not pay



their own way as far as the public economy
is concerned. The deficit incurred by resi-
dential units is not unique to Santa Fe.
There are few communities where residen-
tial developments actually cover all the
costs for services provided them.” *

Thus, by 1973, a national taskforce reporting
on the use of land was able to observe:

Citizens seem to be expressing the
belief that large size reflects not only
lesser quality but also higher costs...
Immediate economic gains from job
creation, land purchases, and the con-
struction of new facilities are being
set against the public costs of schools,
roads, water treatment plants, sewers,
and the services new residents re-
quired."

However, there were two limitations to this
growing body of literature. First, investing in
these studies if they were done thoroughly was
expensive. They were time-consuming and
took substantial expertise to complete. Second,
the authors of each study developed their own
methodology and the lack of widely accepted
standardized procedure inhibited their compa-
rability and generalizability beyond the juris-
dictional context in which they were under-
taken.

EVOLUTION OF COST OF COMMUNITY SERVICES
STUDIES

The standardized procedures emerged in
the late 1970s and 1980s with the evolvement
of increasingly sophisticated fiscal analysis
techniques (sometimes called cost-revenue
analysis) which have since been used by many
local governments to analyze their taxation
sources and expenditures. Adoption of these
techniques has been accentuated by two fac-

tors. First, the climate of fiscal austerity, exac-
erbated by the cutbacks in federal and state aid
to local communities that have occurred since
the late 1970s. This meant that local govern-
ments had to pay a larger share of local capital
projects, and the on-going resistance of resi-
dents to tax increases made local officials more
receptive to using analysis techniques which
may protect them against new spending and
tax pressures. Second, the rise of antigrowth
sentiment in a growing number of communities
has enhanced the political plausibility of tech-
niques that encourage growth control. These
factors are gradually shifting the burdens of
fiscal proof from the opponents to the advo-
cates of growth.

A number of techniques have evolved for
measuring fiscal impacts of alternate decisions.
Traditional fiscal impact analyses project the
net cash flow of new development to local
government. These may pertain to specific de-
velopment proposals or to area wide alternate
development scenarios. For example, they may
compare the fiscal impacts of high and low
housing densities on a given parcel of land, or
assess the impact of a particular development
such as an office complex or residential subdi-
vision. From the perspective of those con-
cerned with parks and open space, they had
two critical limitations. First, they typically did
not include parks and open space. Apparently,
it was assumed that undeveloped land had no
substantial economic value. Second, they were
expensive, costing over $50,000 to commis-
sion which made them non-feasible in many
small communities."*

In contrast to this traditional approach to
fiscal analysis, the studies reviewed in the fol-
lowing sections of this chapter do not predict
the future impact of decisions. Rather they are
cost of community services (COCS) analyses
which assess current conditions based on exist-
ing budgets and real dollars. COCS studies are
one of many techniques of fiscal impact analy-



sis that are available. They are a case study
approach used to assign a given community’s
public service costs and revenues to current
land uses to ascertain the level of surplus or
deficit associated with each land use. Three
land use categories are generally used: residen-
tial, commercial / industrial, and farm / forest/
open space. Tying the origin and dispersion of
taxes to land uses in this way recognizes that
the way in which land is used in a community
affects both the level of taxes paid by residents
and their quality of life:

It affects the size of the local gov-
ernment, the types of services it of-
fers, the type of equipment it must
purchase, and the taxes and tax rates
it must levy. It also affects the num-
ber of students in the local school dis-
trict, the size and number of school
buildings, the number of teachers,
and the taxes and tax rates the school
district levies...Identifying the im-
pacts of different land uses helps
identify what types of land develop-
ment and uses should be encouraged
in a municipality, and what types
should be treated cautiously (p.1)."

In contrast to traditional analysis, COCS
studies look back rather than forward in time,
so they provide hindsight from past land use
decisions. Hence, a premise underlying the
commissioning of these analyses is that the
past can serve as a prologue for guiding future
land use decisions when decision makers re-
view the effects of past actions.

The value of COCS studies to those con-
cerned with parks and open space is that they
are a relatively inexpensive and reliable tool,
using a widely accepted methodology for com-
paring the costs and revenues associated with
these land uses with those of residential com-
mercial/industrial land uses. As such, the in-

formation they generate can inform policy de-
cisions because they invariably dispel the myth
that parks and open space generate less net
economic gain to a community than residential
development.

Cost of Community Services Study Meth-
odology

COCS analysis was developed by the
American Farmland Trust in the mid-1980s
and the methodology has been continually re-
fined by agricultural and natural resource
economists, and planners since that time. A
detailed discussion of how the data are col-
lected and analyzed at each step in the process
is beyond the scope of this monograph, and the
reader is referred to an American Farmland
Trust publication where details are provided.'
However, an overview of the five stages in
undertaking these analyses is provided in the
following paragraphs.'’

Stage 1. Ascertain the service categories
used in the community’s budget for the year of
interest. Typical of the service categories into
which a municipality’s expenditures are
grouped are: (1) education; (2) general gov-
ernment; (3) public safety; (4) public works;
(5) social services, including health/welfare
and recreation/parks/culture; and (6) wa-
ter/sanitation. An example of how the $31.5
million budget of a municipality in Massachu-
setts was allocated among these categories is
shown in Exhibit 7-8.

Stage 2. Allocate total municipal expendi-
tures to the selected land use categories. This
is the most difficult stage in the procedure and
is likely to require extensive discussion with
municipal officials. Careful definition of the
use categories is essential. For example, open
space may be defined to include forests, fields,
agricultural lands, parks, recreational land, va-
cant land of more than (say) two acres, and
residentially zoned land not built upon. Ex-
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Exhibit 7-8 Municipal Expenditures by Land Use Category

N L
Expenditures Expenditures
Education 12,899,906 0 0 12,899,906
General Gov’t 5,326,710 787,284 53,619 6,167,613
Public Safety 3,535,520 851,292 37,108 4,423,920
Public Works 3,970,837 249,364 16,148 4,236,349
Social Services 839,015 0 0 839,015
Water/Sanitation 2,350,762 611,421 5,975 2,968,158
Total ($) 28,922,750 2,499,361 112,850 31,534,961
Total (%) 91.7 7.9 0.4
Exhibit 7-9 Municipal Revenues by Land Use Category
Source of Revenues I}{ees\igi?lteizl C‘;ggﬁ:gzzl / spiian{eSSrfl?es Total Revenues
Revenues
Property Taxes 12,843,014 4,098,870 294,746 17,236,630
State Aid 8,972,932 409,676 29,656 9,412,264
Local Receipts 2,272,262 520,197 19,905 2,812,364
Other Sources 3,385,273 978,769 31,260 4,395,302
Total (%) 27,473,481 6,007,512 375,567 33,856,560
Total (%) 81.2 17.7 1.1
Exhibit 7-10 A Comparison of Revenues and Expenditures
Residential Commergial / Farm / Open space Total
Industrial
Revenues 27,473,481 6,007,512 375,567 33,856,560
Expenditures 28,922,750 2,499,361 112,850 31,534,961
Balance -1,449,269 3,508,151 262,717 2,321,599
Ratios 1:1.05 1:0.42 1:0.30

(SRevenues:$Costs)




hibit 7-8 shows that in this community, almost
92% of total expenditures were attributable to
residential land.

Stage 3. Categorize municipal revenues
by sources. The categories most commonly
used are property taxes, sales taxes, local re-
ceipts, state aid and federal aid. In the Massa-
chusetts community used here to illustrate the
fiscal impact analysis procedure, the sales
taxes and federal aid categories were subsumed
under the heading “other sources” (Exhibit 7-
9).

Stage 4. Allocate municipal revenues to
the land use categories. Property tax alloca-
tions can be derived from the tax assessor’s
records. In many communities, much of the
state aid is associated with schools and is for-
mula based on number of pupils, so it is attrib-
utable to residential development. Much of the
local receipts revenue will be derived from rec-
reation fees and similar activities attributable
to residential development, while sales taxes
derive primarily from commercial land uses.

Stage 5. Compare revenues to expendi-
tures for each land use category. A compari-
son of the data in Exhibits 7-8 and 7-9 is
shown in Exhibit 7-10. The data in this exam-
ple show a deficit in the residential category of
approximately 5%, so for every $1 of income
residential development yields, it costs the
municipality $1.05 to service it. In contrast,
every $1 of revenue accruing from the open
space category, requires only 30 cents in cost
of service.

The approach gives a snapshot of the fis-
cal implications of land use based on current
costs and revenues. The procedure is designed
to supply enough information for people to
recognize the potential positive fiscal impact
of parks and open space. One outcome that
sometimes emerges from these relatively sim-
ple studies is recognition of a need to commis-
sion more expensive studies that offer greater
sophistication and embrace fiscal impact pro-

jections of future built-out scenarios in a com-
munity.

Review of Empirical Findings

Exhibit 7-11 lists the results of 98 studies
that have used the American Farmland Trust’s
approach to COCS.'® The studies were under-
taken by over 50 different research teams in 21
different states. The main commonality among
the studies is that most of the selected commu-
nities were relatively small and incorporated
farmland in their tax base.

For every dollar of revenue generated,
farm/forest/open space lands cost communities
from $.02 in Carroll Township, Pennsylvania,
t0 $.99 in Servier County, Utah. Similarly, for
every revenue dollar generated by commercial
/ industrial development, service costs ranged
from $.05 in Bedminster Township, Pennsyl-
vania, to $1.04 in Perry, Wisconsin. In the
residential sector for each tax dollar received
the range in cost of services was from $1.01 in
Groton, New Hampshire, to $2.11 in Steward-
son Township, Pennsylvania. Among the 96
studies, there was not a single instance where
taxes from residential development were suffi-
cient to cover the costs of servicing this type of
development in a community, clearly demon-
strating that residential development is expen-
sive and relies on other land uses to balance
local governments” expenditures.'®

Given the diversity of locations and re-
search teams involved, the results are remarka-
bly consistent. They confirm the results re-
ported by more elaborate conventional fiscal
impact studies, which consistently document
the net deficit of most residential development
and recommend attracting commercial and in-
dustrial development to offset these deficits.
However, they offer the additional dimension
of demonstrating the relatively positive fiscal
impact of farm and forestland, open space and
park land, when compared to residential land



Exhibit 7-11 Summary of Cost of Community Services Study Results

Commercial &

Farm, Forest

State Town Residential Industrial & Open Land
Colorado Custer County'® 1:1.16 1:0.71 1:0.54
Saguache County' 1:1.17 1:0.53 1:0.35
Connecticut Bolton™ 1: 1.05 1:0.23 1:0.50
Durham®' 1:1.07 1:027 1:0.23
Farmington®' 1: 1.33 1:032 1:0.31
Hebron® 1:1.06 1:0.47 1:0.43
Litchfield*' 1:1.11 1:0.34 1:0.34
Pomfret*! 1:1.06 1:027 1:0.86
Georgia Carroll County™ 1:1.29 1:0.37 1:0.55
Idaho Canyon County”* 1:1.08 1:0.79 1:0.54
Cassia County™* 1:1.19 1:0.87 1:041
Kentucky Lexington-Fayette® 1:1.64 1:022 1:0.93
Main Bethel® 1:1.29 1:0.59 1:0.06
Maryland Carroll County”’ 1:1.15 1:0.48 1:0.45
Cecil County”® 1:1.17 1:0.34 1:0.66
Cecil County” 1:1.12 1:0.28 1:0.37
Frederick County™ 1:1.14 1:0.50 1:0.53
Kent County”' 1:1.05 1:0.64 1:0.42
Wicomico County®' 1:1.21 1:0.33 1:0.96
Massachusetts Agawam'* 1:1.05 1:0.44 1:0.31
Becket?! 1:1.02 1:0.83 1:0.72
Deerfield" 1:1.16 1:0.38 1:0.29
Franklin®' 1:1.02 1:0.58 1:0.40
Gil' 1:1.15 1:0.43 1:0.38
Leverett”! 1:1.15 1:0.29 1:0.25
Middleboro™ 1:1.08 1:0.47 1:0.70
Southborough® 1:1.03 1:0.26 1:0.45
Westford®' 1:1.15 1:0.53 1:0.39
Williamstown™ 1:1.11 1:0.34 1:0.40
Michigan Calhoun County
Marshall Township® 1:1.47 1:0.20 1:027
Newton Township®® 1:1.20 1:0.25 1:0.24
Scio Township®’ 1:1.40 1:0.28 1:0.62
Minnesota Farmington®® 1:1.02 1:0.79 1:0.77



Lake Elmo™® 1:1.07 1:0.20 1:027
Independence’® 1:1.03 1:0.19 1:0.47
Montana Carbon County™ 1:1.60 1:0.21 1:0.34
Gallatin County®’ 1:1.45 1:0.16 1:025
Flathead County*' 1:123 1:0.26 1:0.34
New Hampshire Deerfield* 1:1.15 1:022 1:0.35
Dover® 1:1.15 1:0.63 1:0.94
Exeter* 1:1.15 1:0.40 1:0.82
Fremont ™" 1:1.04 1:0.94 1:0.36
Groton® 1:1.01 1:0.12 1:0.88
Stratham* 1:1.15 1:0.19 1:0.40
Lyme* 1:1.05 1:0.28 1:0.23
New Jersey Freehold Township*’ 1:1.51 1:0.17 1:0.33
Holmdel Township*’ 1:1.38 1:021 1:0.66
Middletown Township*’ 1:1.14 1:0.34 1:0.36
Upper Freehold Township*’ 1:1.18 1:0.20 1:0.35
Wall Township*’ 1:1.28 1:0.30 1:0.54
New York Amenia®® 1:1.23 1:0.25 1:0.17
Beekman®’ 1:1.12 1:0.18 1:0.48
Dix™ 1:1.51 1:027 1:0.31
Farmington®' 1:1.22 1:027 1:0.72
Fishkill** 1:1.23 1:0.31 1:0.74
Hector™’ 1:1.30 1:0.15 1:0.28
Kinderhook” 1:1.05 1:0.21 1:0.17
Montour™ 1:1.50 1:0.28 1:0.29
Northeast* 1:1.36 1:0.29 1:021
Reading™ 1:1.88 1:0.26 1:0.32
Red Hook™ 1:1.11 1:0.20 1:0.22
Ohio Madison Village™ 1:1.67 1:0.20 1:0.38
Madison Township™ 1:1.40 1:0.25 1:0.30
Shalersville Township®® 1:1.58 1:0.17 1:0.31
Pennsylvania Allegheny Township™ 1:1.06 1:0.14 1:0.13
Bedminster Township*® 1:1.12 1:0.05 1:0.04
Bethel Township'’ 1:1.08 1:0.17 1:0.06
Bingham Township’’ 1:1.56 1:0.16 1:0.15
Buckingham Township™® 1:1.04 1:0.15 1:0.08
Carroll Township" 1:1.03 1:0.06 1:0.02
Hopewell Township>® 1:1.27 1:0.32 1:0.59
Maiden Creek Township® 1:1.28 1:0.11 1:0.06
Richmond Township*’ 1:1.24 1:0.09 1:0.04



Exhibit 7-12 The Median Cost to Provide Public Services to Different Land Uses per Dollar

Revenue Raise (n=98 Communities)

Source: Freedgood'®

YV CSLpUIL

Rhode Island $1.40
$1.20 -
$1.00 $1.16
Texas
$0.80 -
Utah
$0.60 -
$0.40 -
Virginia
$0.20 | $0.27 $0.35
$0.00
Washington Commercial & Farm/Forest Open Residential
Industrial Space
Wisconsin

1.1.11 1.V.01 1.V.10

Source: American Farmland Trust’s Farmland Information Center

use. These elements traditionally have been
omitted from fiscal impact analyses.

A summary of the results reported in Ex-
hibit 7-11 is provided in Exhibit 7-12."° It
shows the median cost per dollar of revenue
raised to provide public services to each of the
three different land uses. Thus, for every $1
million in tax revenues these communities re-
ceived from farm/forest/open space uses and
from industrial/commercial uses, the median
amount they had to expend was only $350,000
and $270,000, respectively, to provide them
with public services. In contrast, for every $1
million received in revenues from residential
developments, the median amount the commu-
nities had to expend to service them was

$1,160,000. The results of these studies indi-
cate that favoring residential development at
the expense of open land does not alleviate the
financial problems of communities. Indeed, it
is likely to exacerbate them.

Limitations of COCS Analyses

There are five limitations or difficult chal-
lenges associated with COCS analyses. First,
they do not recognize the interconnectedness
of land uses. For example, the net impact of
commercial/industrial land use is invariably
shown to be positive in COCS studies. How-
ever, except in areas of high unemployment,
residential development is an almost unavoid-




able consequence of new employment oppor-
tunities. If local skills are not available to fill
the jobs created by new businesses, then new
residential development is likely to occur to
accommodate the new workforce which would
result in additional net costs associated with
providing services to these residences.

A second limitation is that COCS studies
do not incorporate non-market costs that ac-
crue when open space is converted to residen-
tial development. Such costs may include traf-
fic congestion, pollution, soil erosion, removal
of wildlife habitat, and reduced protection
from flooding and adverse impacts on water
quality.

Third, the accuracy of COCS studies de-
pends on the validity of their methodology and
assumptions. It is difficult to “unbundle” or
disaggregate costs and revenues so they are
accurately allocated to the selected expenditure
categories, because municipal records do not
allocate revenues and expenditures by land-
use. Different allocation decisions may lead to
substantially different outcomes. The follow-
ing observation illustrates the types of chal-
lenges involved:

Local road and highway costs are one
of the hardest things to allocate by
land use. There are so many users of
each road that it is very challenging
to determine what percentage origi-
nates from commercial/industrial,
residential, or farm/forest/open space
lands (p.33).'°

To ensure a study’s findings have credibil-
ity in a community, it is important that key
elected officials, department managers and fi-
nancial/budget officials are involved in the
process, so they can offer their insights and
experience on these critical allocation deci-
sions.'®

Fourth, COCS analyses tend to focus on

average costs instead of the marginal, or in-
cremental costs and revenues associated with
new development.”? Economists point out that
marginal costs and revenues are the more rele-
vant measure and that they may differ widely
from average costs and revenues. Thus, they
recognize that the extent to which new residen-
tial development will increase cost of services
depends on the level and surplus capacity of
existing services.

A final limitation of COCS studies is that
the broad allocation of costs among only three
categories of land use provides generalized
results that obscure important nuances within
the categories. For example, demographics of
new residents will influence the costs and
revenues they produce. Thus, working class
families with children will tend to pay lower
taxes and make heavier use of public services
than childless young professionals, and a re-
tirement or summer community is likely to
make little use of educational and other ser-
vices compared to homes with younger fami-
lies who permanently reside in the community.

IMPLICATIONS FOR PARKS AND OPEN SPACE

The data from the COCS studies, group
publicly owned parks and open space with pri-
vately owned agricultural land, forest land and
vacant lots. However, the revenue implica-
tions associated with this non-developed land
are quite different in the public and private
sectors. Revenues accruing to a community
from publicly owned lands are likely to be
minimal — limited to net receipts from admis-
sion fees, concessions, grazing rights, or lease
income from tenant farmers. In contrast, even
if the private lands are protected by conserva-
tion easements and taxed at their use or pro-
ductive value rather than appraised value so
property taxes are low, they will yield some
tax revenue to the community.

Residential development is the most



Exhibit 7-13 An Illustrative Comparison of the Net Cost of Serving a Residential Development

and a Natural Park Area

On the 50-acre site (Exhibit 1-1), assume a density of three homes per acre and a property tax rate
(school district, city, county et al.) of 24 % of market value on these $200,000 homes. Thus, annual
property tax revenue equals $750,000 (50 x 3 x $5,000).

Assume that the cost of servicing these residences is 16% higher than the property taxes received (Ex-
hibit 7-12). Thus, the annual net loss to the community for servicing this residential development is

$120,000 ([(116 = 100) x $750,000] - $750,000).

If the operation and maintenance cost of the 50-acre natural park is lower than $120,000 per year, then
it is a less expensive option to service than the housing development on the same site.

common alternate use proposed for potential
park and open space lands. Thus, because only
nominal revenue is likely to accrue from public
park and open space lands, the key fiscal im-
pact issue becomes, “Will the net costs of pur-
chasing, maintaining and operating the land as
a park or as open space be greater than the net
costs associated with servicing a residential
development that may be constructed on that
site?” Evidence in previous chapters of this
monograph suggests that the purchase cost of a
park is likely to be paid for by increases in
proximate property values. Hence, the fiscal
impact comparison involves only the park or
open space land’s maintenance and operating
expenses.

Exhibit 7-13 uses the 50-acre natural park
site described in Chapter 1 (Exhibit 1-1) and
the data summarized in Exhibit 7-12, to illus-
trate how to undertake the comparative fiscal
impact analysis. In the context provided, the
illustration suggests that if the annual cost of
maintaining and operating the natural park is
less than $120,000, then it is likely to be less
of a financial burden to the community than if
the 50 acre site is developed for houses.

Further, it was noted earlier that invest-
ment in parks and open space does not incur
the externality costs that accompany residential

development — traffic, congestion, noise,
crime, pollution, infrastructure deterioration,
and changes in community character. The
COCS methodology does not include quantifi-
cation of the costs of these externalities, but
presumably they add to the appeal of using
land for open space rather than developing it.

In Exhibit 7-5 an example was given of a
city which planned to increase its purchase of
park and open space lands in order to eliminate
the need to fund an additional school. Exhibit
7-14 offers a set of examples of communities
that have adopted similar strategies of acquir-
ing open space in order to reduce their resi-
dents’ tax bills. The Pittsford Solution which
is described in Exhibit 7-15 has received wide-
spread national attention and visibility as a re-
sult of its dissemination by the American Plan-
ning Association which has recommended it as
a model for other communities.

CONCLUSIONS

It has been suggested that, “Communities
striving to reduce the tax burdens on citizens
may not fully appreciate the increase in the
scope and level of services that will have to be
provided to different categories of the land
use” (p. 9)* The costs and benefits of parks



and open space have largely been ignored by
fiscal impact studies in the past. The results
reported here provide evidence of the need to
include parks and open space in the fiscal and
economic discourse.

COCS analyses have consistently reported
that over a wide range of residential densities,
and especially in rapidly growing communi-
ties, the public costs associated with residential
development exceed the public revenues that
accrue from it. The traditional belief that de-
velopment pays its way is being discarded. The
emerging prevailing view is that few develop-
ments generate sufficient tax payments to pay
their way. Further, an analysis of property
taxes in Massachusetts concluded: (i) tax bills
were lowest in towns with the most open space
per capita; (ii) towns where open space made
up a larger proportion of the tax base had
lower taxes, on average, than most developed
towns; and (iii) towns with the most perma-
nently protected land had lower tax rates on
average.’®

The procedures used in these studies were
intended by the American Farmland Trust to
“simplify” the complex and expensive process
involved in undertaking traditional fiscal im-
pact analyses. The trade-off in using the sim-
pler procedures is some reduction in level of
accuracy. However, the consistency of the re-
sults, and the magnitude of differences be-
tween residential and open space use, is so
striking that debate over nuances in the meth-
odology is rendered redundant. The evidence
clearly indicates that preserving open space
can
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Exhibit 7-14 Examples of Communities that have Purchased Open Space to Reduce the Tax
Burden, which would have Resulted from Residential Development

e Huntsville, Alabama, is the eastern gateway to Wheeler National Wildlife Refuge, a 35,000-acre
preserve along the Tennessee River. Huntsville’s eastern limits are flanked by Monte Sano Moun-
tain, the city’s most visible landmark. In 1988, a developer acquired a large tract on the western
slope of the mountain and proposed to convert it to high-priced homes. An analysis by a local con-
servation organization, the Huntsville Land Trust, determined that it would cost the city about $5
million to install roads, sewers, and other infrastructure for the development, and another $1.4 mil-
lion a year to service it. On the other hand, the city could acquire the entire parcel for $3 million,
with annual maintenance costs of only about $40,000. Once the voters discovered the true cost of
the development, they approved a sales-tax increase to buy the property and dedicate it as a park.'

e  Visitors to Lake Michigan’s eastern shore often combine a trip to Sleeping Bear Dunes National
Lakeshore with a visit to nearby Old Mission Peninsula, where cherry orchards and vineyards dot a
narrow finger of land that juts 16 miles into Grand Traverse Bay. Concerned with their town’s
rapid growth, voters in 1994 approved a property-tax increase to purchase conservation easements
on farms, preventing them from ever being developed. Support for the tax hike was based on esti-
mates that a surging population would lead to higher municipal expenses and, eventually, higher
taxes. In other words, a slight increase in property taxes today could avert a larger increase tomor-
row. Over the next 15 years, the tax increase was projected to raise $2.6 million, which was enough
to buy development rights on nearly one-fourth of the peninsula’s farms.'

e  Yarmouth, Maine, a community on the state’s rugged Atlantic Coast, chartered a citizens’ commit-
tee to examine the pros and cons of developing a parcel of land outside the town. The committee
found that (i) if the property were developed, service costs would be $140,000 a year greater than
the tax revenue the project would generate, and (ii) the city could purchase the entire property for
$76,000 a year over a 20-year period. As a result, residents overwhelmingly approved a referen-
dum to issue $1.5 million in bonds for open-space acquisition.’

e In Wayland, Massachusetts, it was found that development of 1,250 acres of open space would
cost taxpayers $328,350 a year more than they would receive in added tax revenues from new
homes. This represented a $7.75 increase in the tax rate. On the other hand, purchasing the prop-
erty would only add $4.25 to the tax rate.”

e  When a 720-acre farm property became available for sale in Mansfield Township, New Jersey, the
zoning ordinance would have permitted 300 units of small, clustered housing to be developed on
the site. The average cost per household to the school district, assuming one student per home, was
$5,568. The average residential property tax, excluding county taxes, was $2,172. Given these
data, the Township concluded:

The annual cost to the school district would be approximately $1,670,400 ($5,568 x 300
children).The anticipated revenue would be approximately $651,600 ($2,172 x 300
homes). The annual deficit for the school district budget would be $1,018,800
($1,670,400-$651,600).

The cost of purchasing the development rights of the 720-acre farm was $10.4 million. The public in-

vestment for the development rights could be offset in less than 15 years by avoiding the higher costs

associated with development of the farm. From then on the town would receive only the positive reve-
nue flow from the farmland, and attain the statewide and municipal goal of farmland preservation. In
contrast, the cost for a residential development would continue forever.”
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Exhibit 7-15 The Pittsford Solution'

In 1998, the American Planning Association recognized the innovative conservation action taken
by the Town of Pittsford, New York, which is a 24 square mile suburb of Rochester located seven mile
south-east of the city, by awarding the town its annual Current Topic Award. Land development in
Pittsford was consuming important agricultural landscapes, scenic vistas, and other natural and cultural
resources. A comprehensive planning process, involving more than 100 public meetings, workshops,
and focus group sessions, resulted in a community consensus that they wanted to preserve these central
features of the town’s character. The outcome was development of a precedent-setting plan for perma-
nently protecting its greenspaces that the American Planning Association considered to be “exem-
plary.”

A key element in their decision process was the results of a fiscal impact analysis which predicted
future tax rates based upon the costs and revenues associated with alternate future land-use patterns.
The fiscal impact analysis revealed the following:

e [fthe town did nothing, the typical household would pay increased taxes of several hundred dol-
lars per year to support growth.

e  The break-even value of a new home was more than $300,000. Break-even occurs when the tax
revenue gained from the addition of a house equals the cost of community services attributable to
a new home.

e Increased commercial development could decrease future tax increases.

e  The break-even cost for the town to purchase development rights on farms and other open space
resources in the path of development was about $10,000 per acre. The break-even cost occurs
when the cost of financing a bond to purchase the development rights for an acre equals the net
additional cost to the community of developing an acre for residential use.

The fiscal impact analysis demonstrated that it would be less expensive to implement a revised
land-use plan than to follow the current zoning policies. The revised plan included purchase of conser-
vation easements on important farmland and open space resources, coupled with a policy of creating
several enhanced economic development sites for commercial and light industrial business expansion.

The fiscal impact analysis showed that protection of open space, including purchase of develop-
ment rights, would cost taxpayers less per year for support of community services than full build-out of
the town. This finding did not mean that there should be no further development. It meant that a fiscal
balance could be achieved through a strategy that promoted a variety of housing types, recognized the
need for the development of economic land uses, and preserved open space. Using the fiscal model as a
planning tool, the targets for land preservation and development were tested, modified, and refined.

The plan protected more than 2,000 acres, which represented about two-thirds of the remaining
undeveloped land in the town. Three mechanisms were used:

e  Purchase of development rights on 1,200 acres

e Incentive zoning (transfer of development rights) on 200-plus acres

e  Mandatory clustering protecting 600-plus acres.

The purchase of development rights program protecting 1,200 acres was directed at seven farms.
Landowners supported the plan because they were compensated for the loss of their development
rights. The average cost to a homeowner of the purchases was $45 per year for 20 years. In contrast,
the fiscal impacts analysis estimated that homeowners would face an average tax increase of $250 per
year if the development rights program was not implemented and a projected 1,000 plus new homes
were built on this land. Avoiding these tax costs saved the average homeowner over $4,000 over the
life of the bonds issued to purchase the development rights which were acquired at an average price of
$5,600 per acre.

Source:  John J. Behan (1999) Pittsford’s Greenprint Initiative Planners’ Casebook Spring/Summer.
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be a less expensive alternative to development.
The conclusion is that a strategy of conserving
parks and open space is not contrary to a com-
munity’s economic health, but rather is an in-
tegral part of it.

These types of findings provide park ad-
vocates with a credible entré into the economic
development discussion and enable them to
position parks as being a meaningful compo-
nent of economic development. By showing
their relative fiscal strength compared to resi-
dential development, advocates can refute the
notion that parklands are a drain on local re-
sources. The results challenge the assumption
that development of land is its “highest and
best use,” which often thwarts park and open
space advocates.

The intent in this chapter is not to argue
for parks and open space rather than housing
because that does not solve a problem, it only
shifts it elsewhere. There is a moral issue here.
People have to live somewhere, so there can-
not be a national moratorium on residential
development. Rather, the intent is to point out
that using land for parks and open space is
relevant to discussions concerned with enhanc-
ing a community’s fiscal health. The goal is
not to prevent growth, but to encourage a bal-
ance between development and open space
which tends to get lost without these types of
analyses. These types of studies moderate the
dialog by giving parks and open space a higher
profile in the economic development debate.
They also may provide support evidence for a
bond initiative if they demonstrate that open
space investment may result in a net saving to
the community.
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APPENDIX 1

THE THREE COLLECTIVE PUBLIC BENEFITS
THAT MAY ACCRUE FROM PARK AND

The provision of park and recreation opportu-
nities for their own sake still lacks political
clout. They have to be shown to solve commu-
nity problems before politicians see them as
being worthy of funding. Many taxpayers are
not frequent users of park and recreation ser-
vices and, thus, have difficulty understanding
why they should support them. The prevailing
sentiment is often: If only some segments of
our community use park and recreation ser-
vices, then why should the rest of us have to
pay for them? To gain the support of non-
users, an agency has to provide a convincing
answer to the question “What is in it for
them?”” Broader community support is likely to
be dependent on building awareness not only
of the on-site benefits that accrue to users, but
also of the off-site benefits that accrue to non-
users in communities.

There is increased recognition that while bene-
fit driven programs may lead to higher levels

RECREATION SERVICES!

of satisfaction among participants and attract
increased numbers, such individual “private”
benefits have relatively little impact on re-
source allocation decisions made by elected
officials. These benefits are described as indi-
vidual or “private” because they accrue only to
program participants and do not extend to the
majority of the population who are only occa-
sional users or non-users. Providing resources
to a parks and recreation department so a mi-
nority of residents can have enjoyable experi-
ences is likely to be a low priority when meas-
ured against the critical economic, health,
safety and welfare issues with which most leg-
islative bodies are confronted.

To justify the allocation of additional re-
sources, elected officials have to be convinced
that park and recreation agencies deliver col-
lective “public” benefits. These are defined as
benefits that accrue to most people in a com-
munity, even though they do not participate in

1. An expanded discussion of these benefits can be found in Chapter 5 of a book: John L. Crompton (1999) Fi-
nancing and Acquiring Park and Recreation Resources, Champaign, Illinois: Human Kinetics.



an agency’s programs or use its facilities.
There are just three of these public benefits:
economic development; alleviating social
problems; and environmental stewardship.
However, even these three categories of public
benefits receive funding support only when
they are regarded as being high priority in a
community. Hence, the task of a park and rec-
reation agency is to identify which of these
public benefits is most prominent on a jurisdic-
tion’s political agenda, and to demonstrate the
agency’s potential contribution to fulfilling
that agenda.

Economic Development

Economic development is viewed as a means
of enlarging the tax base. The enlargement pro-
vides more tax revenues that governments can
use either to improve the community’s infra-
structure, facilities, and services or to reduce
the level of taxes that existing residents pay. It
is seen also as a source of jobs and income that
enables residents to improve their quality of
life. In some communities, park and recreation
agencies play a major role in economic devel-
opment. That role may take the form of:

(1) Attracting Tourists: The major factor con-
sidered by tourists when they make a decision
which communities to visit on a pleasure trip,
is the attractions that are available. In most cit-
ies, those attractions are dominated by facili-
ties and services operated by park and recrea-
tion agencies and their non-profit partners
(parks, beaches, events, festivals, athletic tour-
naments, museums, historical sites, cultural
performances, etc.). Without such attractions,
there is no tourism.

(i1) Attracting Businesses: The viability of
businesses in the highly recruited high-
technology, research and development, com-
pany headquarters, and services sectors, in

many cases is dependent on their ability to at-
tract and retain highly educated professional
employees. The deciding factor of where these
individual choose to live is often the quality of
life in the geographic vicinity of the business.
No matter how quality of life is defined, park
and recreation opportunities are likely to be a
major component of it.

(iii) Attracting Retirees. A new clean growth
industry in America today is the growing num-
ber of relatively affluent, active retirees. Their
decisions as to where to locate with their sub-
stantial retirement incomes is primarily gov-
erned by two factors: climate and recreational
opportunities.

(iv) Enhancing Real Estate Values. People
are prepared to pay more to live close to natu-
ral park areas. The enhanced value of these
properties results in their owners paying higher
property taxes to governments. If the incre-
mental amount of taxes paid by each property
that is attributable to the park is aggregated, it
is often sufficient to pay the annual debt
charges required to retire the bonds used to
acquire and develop the park.

Alleviating Social Problems

(1) Preventing Youth Crime. The use of park
and recreation programs to alleviate youth
crime was a primary political stimulant for
much of the early recreation provision in major
cities at the beginning of the 20th century.
There is strong evidence demonstrating the
success of these programs when they are struc-
tured to provide: social support from adult
leaders; leadership opportunities for youth; in-
tensive and individualized attention to partici-
pants; a sense of group belonging; youth input
into program decisions; and opportunities for
community service. The return on investment
of such programs is substantial when it is re-



lated to the costs of incarceration.

(i1) Healthy Lifestyles. There is growing rec-
ognition that the key to curtailing health care
costs lies in prevention of illness so it does not
have to be treated by the expensive medical
system. Park and recreation services contribute
to this end not only by facilitating improve-
ments in physical fitness through exercise, but
also by facilitating positive emotional, intellec-
tual and social experiences. People with high
levels of wellness have a proclivity to act dur-
ing their free time, rather than merely be acted
on.

(i) Environmental Stress. Environmental
stress may involve both psychological emo-
tions, such as frustrations, anger, fear and cop-
ing responses, and associated physiological
responses that use energy and contribute to fa-
tigue. It is experienced daily by many who live
or commute in urban or blighted areas. Parks
in urban settings have a restorative effect that
releases the tensions of modern life. Evidence
demonstrating the therapeutic value of natural
settings has emerged in both physiological and
psychological studies. The cost of environ-
mental stress in terms of work days lost and
medical care is likely to be substantially
greater than the cost of providing and main-
taining parks, urban forestry programs, and
oases of flowers and shrubs.

(iv) Unemployment and Underemployment.
Basic psychological needs that many people
derive from their work are difficult to acquire
when unemployed or working in low-level ser-
vice jobs such as cashiers, janitors and cleaners
which are the major growth positions in the
economy. Such needs may include self-esteem,
prestige accruing from peer group recognition,
ego satisfaction of achievement, a desire to be
successful, excitement and self-worth. For the
growing number of people in low level jobs,

these needs will be obtained in their familial or
leisure milieus, or they will not be obtained at
all.

Environmental Stewardship

(1) Historical Preservation. Without a cultural
history, people are rootless. Preserving histori-
cal remnants offers lingering evidence to re-
mind people of what they once were, who they
are, what they are and where they are. It feeds
their sense of history.

(i1) The Natural Environment. People turn to
the natural environment, preserved by humans
as a park, wilderness, or wildlife refuge, for
something they cannot get in a built environ-
ment. The quality of human life depends on an
ecological sustainable and aesthetically pleas-
ing physical environment. The surge of interest
in conserving open spaces from people moti-
vated by ecological and aesthetic concerns, is
matched by a similar surge from those con-
cerned that the inexorable rise in demands for
outdoor recreation is not being matched by a
commensurate expansion of the supply base.
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