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PREFACE

There are two ways to measure the eco-
nomic value of urban parks and open spaces.
Thefirst type of measure capturesthe 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 isthe 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-
cludeair cleansing, ground water storage, flood
control, elimination of waste, aleviation 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 seriesreported the economic con-

tribution made by park and recreation agencies
through their role in attracting visitors.* A fu-
ture publication will review the role of park
and recreation facilitiesand servicesin encour-
aging businesses and retirees to relocate to a
community. These other economic contribu-
tions are briefly described in Appendix 1.

Themonograph reviewsthe principlesand
empirical evidence relating to the economic
impact of parks, open spaces, greenways, and
golf courses on property values. In the context
of thispublication, the economic contributions
of public park land and open space derivefrom
two premises. First, they often increase the
value of proximate properties, and the resultant
incremental increase in revenues that govern-
mentsreceivefrom the higher property taxesis
frequently sufficient to pay the acquisition and
development costs of the amenities. Thisview
was widely articulated in the early years of the
parksfield, 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!



i PREFACE

The second premiseisthat 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 scientificjournals
or other mainstream publication outlets and,
thus, was difficult to find and access. Much of
this literature has been produced by graduate
studentsfor theses or dissertations, land trusts,
park advocacy groups, or plannersand consult-
ants for the narrow purpose of making or
evaluating the case for parks or open spacein
specificlocal contexts. The scientific quality of
thiswork varieswidely, but the volume of ma-
terial and the remarkable consistency of find-
ings reporting the positive impact of parksand
open space on property values is sufficiently
striking that concerns over methodological is-
suesare unlikely to affect the conclusionsema-
nating from this body of literature.

The first chapter discusses the basic prin-
ciplethat explains how increasesin proximate
property values around apark can be sufficient
to pay for the park’s acquisition and devel op-
ment. A discussion of excess condemnation,
special assessment districts, and tax-increment
financing districts is included since these are
al financing mechanisms embracing thisprin-
ciple that have been used by communities to
fund park developments.

In Chapters 2 and 3, the empirical evi-
dencethat validatesthe principlesdescribed in
Chapter 1 is reviewed. The early studies pre-
sented in Chapter 2 are likely to be considered
“nal’ ve’ today, because they did not use the
statistical toolsavailableto more contemporary
researchers. Nevertheless, they constitute part
of the body of knowledge in this area. They
also document the rich historical pedigree and

tradition of the principle, and its effectiveness
in persuading decision-makers to invest in
parks. The later studies reviewed in Chapter 3
tend to use more sophisticated research designs
and statistical techniques to control for vari-
ables other than park land and open space that
may influence property values, which enhances
the credibility and acceptance of their findings.

A corollary proposition to the positiveim-
pact of parks on property valuesisthat the net
cost to acommunity of maintaining and servic-
ing parks and open space is less than the net
cost of maintaining and servicing residential
real estate development. Thiscorollary is con-
sidered in Chapter 4 which reviews the princi-
ples of fiscal impact analysis and summarizes
theresultsfrom approximately 60 of them. The
chapter consistently documents the negative
fiscal impacts incurred by a community when
open space or potential parkland isusurped for
residential development and provides strong
evidence of support for the corollary.

The evidence relating to developments
proximate to greenway trails is reviewed in
Chapter 5. There was some evidence that
greenway trails had a positive impact on the
saleability and value of proximate property, but
the dominant sentiment was ambivalenceindi-
cating they had no impact on these issues.

The discussion in Chapter 6 indicates de-
velopersincorporate golf coursesinto property
developments because they have found that
proximate lot land values in a development
increase sufficiently to ensure an enhanced
profit margin, even after the substantial costs
of acquisition and development of a golf
course have been met. The high visibility and
success of these golf course developments
demonstrates by analogy the probable eco-
nomic viability of community investments in
park land and open space.

All studiesthat pertained to theissuesdis-
cussed inthe monograph are reported, irrespec-
tive of their conclusions. An effort was made



to be comprehensive, rather than selective, and
to avoid the review becoming only an advo-
cacy treatise. Thus, resultsfrom all studiesthat
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 empirical
support for advocates positions, it is recog-
nized that there may be alesser probability of
research which is not supportive of these posi-
tions being reported in the literature. Unfortu-
nately, negative findings sometimesare viewed
asbeing unexciting and not asworthy of publi-
cation 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 amenitiesto a
community’ s economic development.

The impact on proximate property of
oceans, lakes or rivers, or changesin the water
quality of these bodies, was defined as being
outside the scope of this monograph and is not
reviewed in it. Nevertheless, it is recognized
that results from such studies may be of inter-
est to some readers of thispublication. For this
reason, a bibliography of them isincluded in
Appendix 2.

PREFACE iii

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 discusstheseis-
suesover aperiod of several yearsand invaria-
bly commented: “When are you going to write
it all down? Thisisimportant information for
those of usfighting to protect the critters, open
gpace and parks.” Ms. Hershey is a board
member of the National Recreation Founda-
tion. 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.

Theauthor is grateful for the assistance of
Ms. Jennifer Dempsey and Ms. MelissaAdams
with American Farmland Trust who provided
much of the material included in Chapter 4. He
isalso very appreciative of the assistance pro-
vided by Ms. Marguerite M. Van Dyke who
typed the manuscript drafts of this publication,
and Mr. Seokho Leewho prepared theillustra-
tions and formatted the narrative.

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






EXECUTIVE SUMMARY

Theread estate market cons stently demon-
strates that many people are willing to pay a
larger amount for a 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 meansthat their own-
ers pay higher property taxes. In effect, this
represents a “ capitalization” of park land into
increased property values of proximate land
owners.

Thisprocessof capitalizationistermed 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
chargesrequired to retire the bonds used to ac-
quire and develop the park. In these circum-
stances, the park is obtained at no long-term
cost to the jurisdiction.

In an illustrative hypothetical scenario 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
causesthevaluesof properties proximateto the

park to increase; leading to higher taxes paid
by the proximate property ownersto the coun-
cil; that are sufficient to fully reimburse the
$90,000 annual investment made by the coun-
cil.

In most contexts where parks enhance
property values, theincrements of property tax
which accrue go into the general fund along
with all other property taxes. However, three
vehicles are discussed which directly capture
the incremental gains and use them to pay for
park acquisition and development costs by re-
taining theincrementsin a separate account for
that purpose. These vehicles are excess pur-
chase / condemnation, special assessment dis-
tricts, and tax-increment financing districts.

The proximate principlewasfirst promul -
gated and empirically verified in the parksfield
by Frederick Law Olmsted in the context of
Central Park in New York City. The docu-
mented evidence from Central Park established
the proximate principle as conventional wis-
dom among elected officials and planners as
well as park advocates in the late nineteenth
and early twentieth centuries. As a result, it
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was used to justify major early park invest-
mentsin many U.S. cities. Other early empiri-
cal studies undertaken in two New Jersey
County Park Systems also endorsed the legiti-
macy of the proximate principle.

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, asthe devel opment 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 naive, re-
flecting the underdevel oped nature of the sta-
tistical tools and research designs available in
the first third of the twentieth century. All
property value increases were attributed to the
proximity of apark and the potentia influences
of other factors were ignored, such as house
age and size; lot size; distance to city center or
major shopping center; and access to other
amenities such as schools and health care fa-
cilities. Although historical perspective sug-
gests the findings reported by these studies
may have been exaggerated because of their
design failings, they illustrate the rich histori-
cal pedigree and tradition of the proximate
principle, and its effectiveness in persuading
decision-makers to invest in parks.

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 inthelate 1930s. Theselater studies
were designed to address three key questions.
The first question asked whether parks and
open space contributed to increasing proximate
property values. Results from 25 studies that
investigated thisissuewerereviewed and in 20
of them theempirical evidence was supportive.

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

Six of the supportive studiesfurther 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 areaswerelikely 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 valueswerenot likely to be
positivein those caseswhere (i) apark was not
well maintained; (ii) apark wasnot easily visi-
ble from nearby streets and, thus, provided op-
portunities for anti-social behavior; and (iii)
the privacy of propertiesbacking onto alinear
park was compromised by park users.

Examination of the five studies that did
not support the proximate principle suggested
that in four of those cases the ambivalent find-
ings may be attributed to methodol ogical limi-
tations.

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 variationin both the size, usageand
design of park landsin the studies, and the dis-
parity in the residential areas around them
which wereinvestigated. However, some point
of departure based on the findings reported
here is needed for decision-makersin commu-
nities who try to adapt these results to their lo-
cal context. To meet this need, it is suggested
that a positive impact of 20% on property val-
ues abutting or fronting apassive park areaisa
reasonabl e starting point guideline. If the park
is large (say over 25 acres), well-maintained,
attractive, and its use is mainly passive, then
thisfigureislikely to below. If it issmall and
embraces some active use, then this guideline
islikely to be high. If it isa heavily used park
incorporating such recreation facilities as ath-
letic fields or a swimming pool, then the
proximate valueincrement may be minimal on
abutting properties but may reach 10% on
properties two or three blocks away.

The diversity of the study contexts aso
makes it non-feasible to offer a generalizable
definitive answer to the third question ad-
dressed by the empirical studies which con-
cerned the distance over which the proximate
impact of park land and open space extends.
However, therewas convincing evidencethat it
is likely to have substantial impact up to 500
feet and that in the case of community sized
parks it is likely to extend out to 2,000 feet.
Few studies tried to identify impacts beyond
that distance because of the compounding
complexity created by other potentialy influ-
encing variables which increases as distance
from apark increases. Nevertheless, inthe case
of these larger parks there was evidence to
suggest impact extended beyond this artificial
peripheral boundary, since the catchment area
from which users came usually extended be-
yond it.

It isoften argued that in addition to acqui-
sition and development costs, and operating
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and maintenance costs, there is a substantial
opportunity cost associated with allocating
land for public parks. Because park land is
publicly owned it is exempt from property
taxes. Hence, the opportunity cost istheloss of
property tax income that jurisdictions would
have received if the land had been developed
for other purposes. The conventional wisdom
which prevails among many decision-makers
and taxpayersisthat development isthe“high-
est and best use” of vacant land for increasing
municipal revenues. Thisconventional wisdom
is reinforced by developers who claim their
projects “pay for themselves and then some.”
They exhort that their developments will in-
crease a community’s tax base and thereby
lower each existing resident’s property tax
payments.

However, in recent years some communi-
tieshave commissioned fiscal impact analyses.
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. This is because
people who reside in developments require
services. In contrast, natural parks and open
space require few public services -- no roads,
no schools, no sewage, no solid waste disposal,
no water, and minimal fire and police protec-
tion.

A review of over 60 fiscal impact studies
clearly indicated that preserving open spaceis
likely to be a less expensive alternative for
communitiesthan residential development. On
average, for every $1 millionreceived in reve-
nues from residential developments, the com-
munities had to expend $1.15 million to ser-
vicethem. Thissuggeststhat if the areaof land
on which adevelopment generating $1 million
in revenues is located was used as a park in-
stead, then if the park’s operation and mainte-
nance costs did not exceed $150,000 the com-
munity would financially benefit.
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In the 1990s, there was an explosion of in-
terest in developing greenways. The rationale
underlying the proposition that greenway trails
may positively influence property valuesisdif-
ferent from that associated with parks. Unlike
parks, any added property valueisnot likely to
come from the views of nature or open space
which aproperty owner enjoys becausein most
cases, especially in urban trail contexts, there
are no such vistas. Rather, any added value de-
rives from access to the linear trail. It is a
trail’ sfunctionality or activity potential that is
likely to confer added value, not the panorama
of attractive open space.

The literature investigating the proximate
principleinthe context of greenwaysis sparse,
but a consistent pattern emergesfromit. There
isbroad consensus that trails have no negative
impact on either the saleability of property
(easier or more difficult to sell) or its value.
There is a belief among some, typically be-
tween 20% and 40% of asample, that thereisa
positiveimpact on saleability and value. How-
ever, the dominant sentiment is that the pres-
ence of atrail has no impact on these issues.

Almost 1,000 golf coursesincorporated 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 and to accelerate
the absorption of real estate, i.e. to sell their
lots more quickly.

Contemporary golf courses exemplify the
important role of “edge” in maximizing real
estate values. Traditional, almost rectangular
shaped courses similar to the shape of tradi-
tional parks, have been discarded in favor of
linear courses which can accommodate much
more real estate frontage. Lots and houses
throughout agolf-course community bring sub-
stantial premiums over comparable lots/units
in non-golf developments.

The developers strategy mirrors that
which has been advocated by supporters of
public parks and open spacefor over acentury,
i.e. parks are an investment not a cost because
they generate more property taxes for a city
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 de-
cision-makers the viability of the proximate
principle in the context of park land and open
Space.
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CHAPTER 1

CONTENT OF THE ISSUE

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’ shealth, stability, beauty,
and quality of life. It isaso good for
the bottom line (p. 3).

Parks and open spaces are equally as produc-
tive contributors to aloca economy as roads,
utilities and other infrastructure elements. The
cost of investing in these elementsis 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 el ements. They frequently claim
thereisalack of resourcesfor what they regard

THE BASIC PRINCIPLES

as adiscretionary investment.

Public parks and open spacestraditionally
have not been evaluated in economic terms,
because there are many other appealing and
rational justificationsfor acquiring and provid-
ing them. These may include: (1) enhancement
of a community’s quality of life, which em-
bracesitslivability, “feel”, and aesthetic integ-
rity, and the role of parks and open spacesin
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 financia, financia jus-
tification for these actionsis nearly always re-
quired. The difficult fiscal environment that
prevails in many cities, and the escalation of
urban land values, have made the economic
justification of park land and open space in-
creasingly necessary in order to rebut the per-
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suasive rhetoric of those who say: “I am in
favor of parks and open space but we cannot
afford either the capital acquisition and devel-
opment costs because of more pressing priori-
ties, or theloss of operational revenue that will
accrue if the land is removed from the tax
rolls.” If the flawsin this economic shibboleth
are exposed and nullified, then the likelihood
of winning the argument for moreinvestments
in parks and open space using the traditional
justifications noted in the previous paragraphis
enhanced.

The challenge for park advocates is to
achieve widespread recognition of the eco-
nomic contribution of parks and to measureit,
so it isadequately 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 statementslike, “Weknow the pres-
ence of parks has abeautiful and beneficial ef-
fect on our community even though we cannot
place a specific value on it,” then they are
likely tolose contestswith devel opersfor land.
In contrast to such subjective generalitiesfrom
conservationists, developers are likely to cite
the specific increase in dollar value of the tax
base that will accrueif the siteis devel oped.

Although real estate sections of newspa-
pers are replete with advertisements proclaim-
ing thevirtuesof “leisureliving” 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 iswidely accepted, but so-
cial merit amenitiesfrequently are regarded as
being of secondary importance when budget
priorities are established.

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 the additional revenues
from property taxes, which then can be used to
improve community services without increas-
ing thetaxes of existing residents. The conven-
tional wisdom that development brings pros-
perity 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. Thisview 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 recreationa use by the local
community. The Army’s 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 parksare usually identified: (1)
acquisition and devel opment 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, and that the contributions of these ameni-
ties to the tax base are likely to be at least as
substantial asthose forthcoming from residen-
tial real estate developments. This monograph
reviews a convincing body of evidence dating
back almost 150 years to pioneering work by
Frederick Law Olmsted which suggests the
conventional wisdom that park amenities offer
Nno economic return is wrong.

The generalizable insights that accrue
from multiple studies which have reported
positive 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. Further, it has been sug-
gested that better data on economic benefitsis
akey to promoting public-private devel opment
partnerships. For example, improved aware-
ness by private developers about the value of
park and open space amenitiesislikely to give
public agencies astronger negotiating position
for securing such amenitieswhen dealing with
private proposals.

THE BASIC PRINCIPLE

The premise that parks and open space
have a positive impact on property values de-
rives from the observation that people fre-
guently 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
further away. Over 30 years ago, the National
Recreation and Park Association in an early
edition of its Outdoor Recreation Space San-
dards handbook commented:

Real estate dealershave dwaysdrawn
attention to parks and playgrounds
near their properties for sale or rent.
Many of them know that properly lo-
cated and planned recreation areas
have definite dollars and cents effect

The Basic Principles CHAPTER 1 9

on thevaluesof surrounding property.
Comprehensive figures have never
been brought together but a number
of studies and observations show that
recreational features contribute to in-
creased 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’ sappraised value. In effect, thisrepre-
sents a “capitalization” of park land into in-
creased property values for proximate land
owners. Conceptually, it is argued that the
competitive market will bid up the value of
property just equal to the capitalized value of
the benefitsthat property owners perceive they
receive from the presence of the park or open
space. Economists refer to this approach as
“hedonic pricing.” Itisameans of inferring the
value of a non-market resource (a park) from
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
attributabl e to the presence of the park or open
Spaceis aggregated, it will be sufficient to pay
the annual debt charges required to retire the
bonds used to acquire and devel op 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 shown in Figure 1-1. Itis
anatural, resource oriented park with some ap-
pealing topography and vegetation. The cost of
acquiring and developing it (fencing, trails,
supplementary planting, some landscaping) is
$20,000 an acre, so the total capital cost is $1
million. The annual debt chargesfor a 20 year
genera obligation bond on $1 million at 5%
are approximately $90,000.
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Figure1-1 Layout of a50 acre Natural Park and the Proximate Neighborhood Area

A projected annual income stream to ser-
vice the bond debt was calculated as follows:

If propertiesaround the park are 2,000sq ft
homes on half-acre lots (40 yd x 60 yd)
with 40 yd frontages on the park, then
there would be 70 lotsin Zone A (30 lots
along each of the 1,210 yd perimeters and
5 lots along each of the 200 yd perime-
ters).

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

Assume the market value of similar prop-
ertieselsewherein thejurisdiction beyond
the immediate influence of this park is
$200,000.

Assume the desire to live close to alarge
natural park createsawillingnessto pay a
premium of 20% for propertiesin ZoneA,;
10% in Zone B; and 5%, in Zone C, and
that there are also 70 lotsin Zones B and
C.

Table 1-1 shows that, given the above as-
sumptions, the annual incremental property tax
paymentsin the three zonesfrom the premiums
attributable to the presence of the park amount
to $98,000. This is sufficient to pay the
$90,000 annual bond debt charges.

The flows of this investment cycle are
shown in Figure 1-2: (i) the council invests
$90,000 a year for 20 years (annual debt
charges on a $1 million bond) to construct or
renovate apark; (ii) which causesthe values of
properties proximate to the park to increase;
(iii) leading to higher taxes paid by the proxi-
mate property owners to the council; (iv) that
are sufficient to fully reimburse the $90,000
annual financial investment made by the coun-
cil.

There are three additional points worth
noting which may further strengthen the eco-
nomic case. First, this illustration assumes no
state or federal grantsareavailableto aidinthe
park’s acquisition and development. If they
were avail ableto reduce the community’ s capi-
tal outlay, then the incremental property tax
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Table1-1 Property Taxes Pay the Annual Debt for Acquisitions and the Development of

the Park
Aggregate
Incremental Total Incremental amount of
Market value ; property taxes
Zone value attributed  property taxes . property tax
of each home atributedto . .
to the park at 2% increments given
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

income stream would greatly exceed that re-
quired to service the debt payments. Second,
the incremental property tax income will con-
tinue to accrue to the community after the 20-
year period during which the debt charges will
be repaid, at which time the net return to the
community will be substantially enhanced.
Third, thereis evidenceto suggest that in-
vestment in parks affects the comparative ad-
vantage of a community in attracting future
businesses and desirable residential relocators
such asretirees.” However, the proximate capi-
talization approach does not capture the secon-
dary economic benefits attributable to park
provision that accrue from such sources.
Finally, apark of the size shownin Figure
1-1islikely to improve the quality of life and,
thus, have some economic valueto urban resi-
dents living beyond Zone C. In all the studies
reviewed, the capitalization of benefits ceased
at a selected distance, usually somewhere be-
tween 500 feet and 3000 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 lo-

cated within such a narrowly defined service
area.® The underestimation of economic benefit
that occurs because some park users live out-
side aspecified perimeter was demonstrated in
astudy of four parks containing atotal of 219
acresin Worcester, Massachusetts.” The parks
zones of influence were terminated at 2000 feet
because the influence of the parks could not be
clearly separated from numerous other ele-
ments influencing property values beyond that
distance. However, when on-site interviewsin
the parks were conducted, it was found that
between 51% and 75% of the parks' userslived
beyond the 2000-foot radius cut-off. The bene-
fits accruing to these users were not repre-
sented in the economic benefit capitalization
calculations.

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® If
a 100 acre park iscircular in shape, then it has
a relatively small circumference. If the 100
acres is distributed more linearly, then the
amount of edge increases substantially. The
principle is illustrated by the calculations in
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CITY COUNCIL

Council isfully reimbursed
its $90,000 annual financia
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

Figure 1-2 The Investment Cycle Associated with alLocal Government’s Investment in a Park

Figure 1-3. The increased amount of edge
means that more property can be sited adjacent
to the park and the aggregate enhancement
value of the property tax base is likely to be
larger. This edge principle has been widely
embraced in the design of golf courses which
areincorporated into residential real estate de-
velopments. These are discussed in Chapter 6.

Theresearch evidence validating and sup-
porting the hypothetical scenario used toillus-
trate the proximate principle is reviewed in
Chapters 2 and 3. 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 situationslike thiswhere the stud-
ies have been carried out for more than a 100
year period, in varied settings, by researchers
from different disciplines, using a variety of
techniques.

POTENTIAL NEGATIVE INFLUENCES OF PARKS ON
PROPERTY VALUES

It is important to recognize that some
typesof parksare more desirablethan othersas
places to live nearby. For example, there is
convincing evidencethat largeflat open spaces



Figure 1-3 Illustrating the Edge Effect
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A circular park that is 100 acresin areawill have aradius of 1,177.8 feet. Given that the circum-
ference of acircleistwo times pi, times the radius (2xr), the amount of edge will be 7,396.7 feet.

Assumethis park isunpeeled into along strip of green which isone square acre wide (209 feet) --
in effect, laying one acre next to another in aline. To find the length of the edge of 100 acresin this
configuration 209 feet is multiplied by 100 timestwo, since there are two sidesto 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: Charles E. Little (1990) Greenways for America. Baltimore: Johns Hopkins University Press.

which are used primarily for athletic activities
and large social gatherings, are much less pre-
ferred than natural areas containing woods,
hills, ponds or marsh.? Further, it must be rec-
ognized that there are contexts in which parks
exert a negative image on property values. A
useful analogy is with a well-groomed front
lawn which islikely to increase the value of a
home, but if it is overgrown with weeds then
the property valueislikely to be diminished.*°

Adverse impacts may result from nui-
sances such as: congestion, street parking, litter
and vandalism which may accompany an in-
flux of people coming into a neighborhood to
use a park; noise and ballfield lights intruding
into adjacent residences; poorly maintained, or
blighted derelict facilities; or undesirable
groups congregating in a park engaging in
morally offensive activities. Some of these
negatives were articulated in alandmark court
case, City of College Station vs Turtle Rock
Corp. 666 SW.2d 318 (TX 1984). The case
concerned thelegality of ajurisdiction usingits
police powersto impose exactionsfor parkson
developers. Inthisintermediate level appellate
court decision Mr. Justice Sears wrote:

A required dedication of land for
streets and waterworks clearly “bears

asubstantial relation to the safety and
health of the community” whileare-
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 gather-
ing placesfor derelictsand criminals,
and are unsafe for use by law abiding
citizens. We disagreewith Appelant’s
suggestion that neighborhood parks
necessarily benefit 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 wasrejected by the Texas Supreme
Court 68 SW. 2nd 802), unfortunately it does
accurately describe the status of some parks
especialy in some mgjor cities. The following
commentary made some time ago in the con-
text of New York City illustrates that point:

In many congested neighborhoods
with almost no available park space,
the few parksto be found often lie all
but unused by local residents. In re-
cent years community groups have
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marched to City Hall as often to op-
pose proposed park construction as
they have to appea for it. For many
peopleapark isno longer an amenity:
It represents a threat to their safety
and a liability to the value of their
own property. In a quarter of a cen-
tury, a long-established philosophy
has been overturned. The image of a
greensward decorated with a monu-
ment 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 socia
dregs of the community.

From the most prosperousto the most
squalid neighborhood, the cry is the
same: The parks are not properly
maintained and are often inhabited by
undesirables. Even in the high-
population-density areas, the few
parks remain unused while children
play amidst parked and moving cars
and adults lounge on building stoops
(p. 29)."

Writing in 1920, one commentator stated:
“Experience in the east has shown that it isor-
dinarily impossible to assess special benefits
within 200 feet of a playground” because of
“thethrong of children which it attractsand the
attendant noise and stir.” However, hewent on
to note that whilethe property directly adjacent
is not enhanced in value to the same extent as
resultsfrom alandscape park, “it doesdiffusea
special benefit throughout the district which it
serves’ (p.250).* This early observation that
properties adjacent to neighborhood parkswith
playgrounds and lights may decrease in value,
while properties|ocated a block or two further
away in the parks service areas increase in
value has been consistently verified in subse-

guent studies. These arereviewed in Chapter 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 |and adjacent to hishouseto the city with
the understanding that the land would be used
for a parking lot. When the city built a youth
baseball field onit, hewent to court and forced
the city to movethe baseball field further away
from his house.

In rural contexts, the proximate presence
of undeveloped public park or open space is
likely to be regarded by many landownersasan
asset. However, in some contexts it may be
viewed negatively because of trespass con-
cerns. Hence, many proximate landownersin
rural areas post and fence their land against
trespassing.**

Finally, it should be noted that apprecia-
tion of property valuesis 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 maor renovation of a
nearby park. Nevertheless, they arerequired to
pay higher taxes because the apprai sed val ue of
their property has increased.

Conclusions

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



We have many poor neighborhoodsin
the South Bronx near parks. But the
parks are not hel ping 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 mainte-
nance, it becomes a liability for
nearby homes (p. 9).%°

The second conclusion is summarized in
Figure 1-4 which recognizes that both positive
and negative impacts on property values are
possible. The top half of Figure 1-4aindicates
that property value benefit increments associ-
ated with proximity and accessibility will de-
cay as distance from the park increases. The
lower half of Figure 1-4a suggests that any
negativevaluesarelikely to belimited to prop-

Increased
Market Vaue
of Property

Location of Park
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ertiesin close proximity to the park and these
will decay more rapidly than positive impacts
as distance from the park increases -- that is,
the positive curveislikely to beflatter than the
negative curve.”® Thus, in the negative scenario
property in the park’s service area but beyond
(say) 500 feet is still likely to experience an
increasein value, since some benefits of access
to the park’s amenities accrue to these home-
owners but they avoid the nuisance costs in-
flicted on those who live closeto it.

Figure 1-4b illustrates the net effect of a
situation where there is a positive 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.

Increasein property value
due to proximity of park

Decreased
Market Value
of Property

Distance from Park

Decrease in property value due to proximity to
highly devel oped park with nuisance factors

Figure1-4 (a) The Positive and Negative Impacts of Parks on Residential Property Values
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Market Vaue
of Property
®) The “ net effect” of positive impact on a
park, assuming some limited congestion
from access and egress
Value of
Property
without the Distance From Facility Site
Facility

Figure 1-4 (b)

VEHICLES FOR CAPTURING ENHANCED
PROPERTY INCREMENTS TO PAY FOR PARK
COSTS

Open space can be purchased in fee sm-
ple, donated, created through the acquisition of
development rights, or preserved by the exer-
cise of the police power function which in-
volves implementing conservancy zoning on
open spaces without compensating the affected
landowners. In the latter two cases, the land
remainsin private ownership but it offers most
of the amenity value associated with publicly
owned land.

Conservancy zoning is likely to be politi-
cally controversial. Landowners who are sub-
jected to it will see their land declinein value,
while the owners of proximate developable
land will received a windfall gain from the
open space designation so the value of their
land will increase. It has been suggested that
some recapture mechanism based on the prop-
erty tax system should be used to return to
owners of open space land some of the value
increment that owners of developable land re-

dize from the open space designation.’” A
compensation effort of this nature is likely to
lend additional support for establishing and
maintaining open space zoning in the long
term. Such a mechanism may adapt some of
the principles used in the vehicles that have
been devel oped to fund fee simple acquisition
that are described in this section.

In most contexts where parks enhance
property values, theincrements of property tax
which accrue go into the general fund along
with all other property taxes. However, three
vehicles have been used which directly capture
the incremental gains and use them to pay for
park acquisition and development costs by re-
taining theincrementsin a separate account for
that purpose. These vehicles are excess con-
demnation, specia assessment districts and
tax-increment financing districts.

Excess Purchase/ Condemnation

The principle involves purchasing more
land than is needed for the park project;
disposing of the remainder on a commercial
basis; and applying the income derived to pay



and applying the income derived to pay for the
original investment. In short, the governmental
jurisdiction acts in arole similar to that of a
developer. Some agencies may lack the ena-
bling legidlative authority to do thisand private
developersarelikely to strenuously oppose any
action of thistype. Nevertheless, four early ex-
amples in Fort Worth, Lorain, Prescott and
Huron-Clinton, and a more contemporary ac-
tionin Burlingtonillustrate how it could work:

In Fort Worth, Texas, the city purchased a
tract of land for $12,500. Lots from the
tract were sold for atotal of $18,750 and a
seven acre playing fields park remained
the property of the city. Thus, acquisition
of land for the park cost the city nothing
and $6,250 was available to finance im-
provements on the park.'®

In Lorain, Ohio, agroup of public spirited
residents purchased a large tract of land,
and after reserving 100 acres for a large
park, sold the remainder for a sum suffi-
cient to cover the entire cost of the origi-
nal tract. The park was then deeded to the
city.*®

In Prescott, Arizona, the city built a golf
course on land valued at $25 an acre, then
sold adjacent lots to developersfor an av-
erage of $2,777 per acre. It was antici-
pated that the development of that land
would add over $3 million to the city=stax
base in the next ten years.™

The director of the Huron-Clinton Metro-
politan Parks Authority reported the fol-
lowing after alarge park was opened con-
tiguousto afair sized village: “During the
period of land acquisition a number of
large tracts were acquired en bloc. It was
later determined after the park had been
opened that some portions should be re-
turned to thetax rollsasbeing in excess of
park needs. This acreage was sold by
competitive bids at a considerably higher
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price than the initial acreage purchase
price” (P. 47).%°

Burlington, Vermont purchased a 20 acre
property that when devel oped as park land
(at thetime of purchaseit wasatank 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 pur-
chased an adjoining 25-acre property that
it planned to hold as an>urban reserve’ for
which a future generation of Burlington
citizens would determine the appropriate
development, probably a combination of
residential and commercial. This property
was purchased with city pension fund
money. The idea was that the property
would appreciate dramatically in value as
the new waterfront park was fully devel-
oped (the tank farm had afive year lease).
This purchase exemplified along-term vi-
sion of how parks could stimulate sur-
rounding property values and new invest-
ment.?*

The Lorain example illustrated how the
principle of excess purchase could be applied
in contexts where there was no legal authority
for a public agency, or where elected officials
were unwilling to face the controversy such an
action would generate. Indeed, because statu-
tory hurdles make it difficult for public agen-
cies to engage in such actions, contemporary
transactions of thiskind tend to be handled by
501(c)(iii) organizations acting on behaf of
public agencies. Non-profits, such asthe Trust
for Public Land or The Nature Conservancy,
often purchase tracts from which they convey
to apublic agency theland it wantsfor parksor
open space. The other parcelsarethenresold to
developers, using profitsto finance future con-
servation transactions.

A variation of the excess purchase princi-
ple is emerging in golf residential develop-
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mentswhere some devel opers now donateland
to a municipality for a golf course, while re-
taining the property around it. The land dona-
tion ispaid for by the increased property value
the course creates, whilethe devel oper receives
atax write-off for the donation and avoids the
costs associated with constructing acourse and
subsequently owning and managing it.

The excess condemnation principle is
sometimes used by River Authoritiesresponsi-
ble for flood control and dam projects. Often
when they purchase or condemn land for pro-
jects, they have to acquire morethan they need.
For example, if 100 acresof a150 acrefarmis
to be flooded, they may have to purchase the
full 150 acres because the remaining 50 acre
tract which is out of the flood plain 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 amenities. Its
valueislikely to be substantially enhanced asa
result of the dam project and the River Author-
ity 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. An early commentator
observed, “Specia assessments are apt to
arouse less antagonism since, unlike excess
condemnation, the amount of the increment
taken is limited to the cost of the improve-
ment” % (p. 42).

The city of Minneapolis has one of the
finest park systems in the country and it was
developed primarily through the use of specid
assessments. When the city was growing rap-
idly in the first half of the 20" century, there
was a belief that improvements should not be
paid for by the city as awhole, but by special

assessmentslevied solely against the properties
that benefited. The Elwell law passed by the
state legislature in 1911 provided the enabling
legislation to accomplish this:

In atypical case, a new park costing
$3,000,000 would be planned to serve
one square mile of the city containing
3000 lots, al within five or 6 blocks
of thesite. The average assessment in
such a case would be $1000 per lot,
payable at $50 a year for 20 years,
plus 5% interest. Lots nearest the park
may have to pay as much as $75 per
year while those five blocks away
may pay $25 ayear.”

This graduated system of park taxes in
which the highest taxeswere paid by properties
closest to the park was practica public
recognition of the enhanced value that parks
provide. However, it was noted that,
“Spreading the assessment costs over the
parcelsof landinthelocal district according to
proportionate benefits is a matter of
considerable technical difficulty. So is the
problem of determining the limits of the area
benefitanftiép.f8B)tfe assessment to be levied
and the park built, 51% of property ownershad
to sign a petition agreeing to it. Special as-
sessments could be used for renovation aswell
asacquisition and devel opment. When the city
was growing, the process was expedited by de-
veloperswho offered to donate land if the park
board agreed to landscapeit, since thisenabled
them to sell lots at higher prices.

A similar system operated in Kansas City,
Missouri, where “park benefit districts” were
established and the costs of parksweredivided
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 cost. The
Park Board initially considered financing the



plan by raising property taxes, but maor land-
owners opposed this. An alternative solution
was to establish special park assessment dis-
tricts, where property valueswould increase as
real estate values adjacent to the improved
parks increased. In 1895, this plan passed in a
referendum of Kansas City by a majority 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 onedistrict they
varied from $2.98 for each 25' x 125
lot near the facility to $1.16 for the
more remote lots. In another district
they ran from $5.09 to $1.25 alot; in
a third from $33 to 50 cents a lot;
while in the fourth district covering
the central part of the city and con-
taining the civic center where the ex-
penditure for this purpose was amost
$3 million, the assessments ran from
$1000 to $3 alot (p. 181).%

Special assessments do not work well in
areaswherethe cost of land ishigh and the sur-
rounding homes are poor, and this caused
Minneapolis to abandon this arrangement for
financing parks in the 1960s. There was con-
cern 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 to-
tally disenfranchised the folks who couldn’t
afford parks...The system became so imbal-
anced between rich and poor that there were
uprisings by communities demanding their
rights.”® Minneapolis scrapped this system
and reverted to a citywide charge on each
property that was dedicated to park use.

Nevertheless, there are many contempo-
rary examples where special assessment dis-
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tricts have been used to finance parksthat con-
vey benefits only to those in a selected geo-
graphical area. In some enabling legidlation,
special assessment districtsare also termed en-
hancement districts, benefit assessment dis-
tricts, improvement park districts, special ser-
vices 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. Thetax is apportioned
according to a formula designed to reflect the
proportion of benefitsthat accrueto each prop-
erty owner. For example, people whose prop-
erty islocated 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 isidentified separately on tax
bills.

Where the higher level of servicethat 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 beissued to finance
the capital improvements. Because the benefit
is confined to a carefully defined area of the
community, only those peoplewho will benefit
from theimprovement bear the cost. Thedirec-
tor of parks and recreation in New York City
observed: “It’slike 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-
dentsin the district. An early president of the
American Association of Park Superintendents,
drawing on his experience as superintendent of
parksin Kansas City, stated:

The advantage of acquiring park
lands by special assessment rather
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than by bond issuesis that by adopt-
ing the plan of assessments on bene-
fited areas, you at once make the
owner of thoselandsa partner in your
work. He says my land is assessed a
certain amount for the park improve-
ments in this district, | will see what
it means; he takes a keen interest in
all of the plans when you assess his
lands directly for a definite park im-
provement -- He has a proprietary
feeling in al your plans that may be
entirely lacking were those plans be-
ing executed under a plan of general
taxation (p. 32).%°

Government agencies usually provide the
additional level of servicewhich ispaid for by

special assessment districts, but in many large
citiesit has been initiated by business |eaders
and such areas are termed business improve-
ment districts. There are more than 1000 busi-
nessimprovement districtsin the United States
and Canada. Business improvement districts
frequently elect their own boards that take re-
sponsibility for theannual budget, hire staff, let
contracts, and generally oversee operations.
Much of their effort goes into cleaning up,
landscaping, maintaining trees and flowers,
and enhancing security. An illustration of the
effectiveness of businessimprovement districts
isgivenin Figure 1-5.

Tax-Increment Financing Districts

A majority of stateshave enabling legisla-

Figure 1-5 Using a Business Improvement District to Resuscitate Bryant Park

Bryant Park beside the New Y ork Public Library was a neglected, vandalized facility that by the
late 1970s had become ahaven for drug dealersin the city of New Y ork. A businessimprovement dis-
trict was formed to maintain the nine-acre park and make on-going park improvements. The park has
been restored with tall shadetrees, lush green grass, flower beds, pagodas and athriving restaurant, and
isnow considered amodel park. At its summer peak, there are 55 employeesworking in Bryant Park in
security, sanitation, gardening, and specia events. All of them work for the businessimprovement dis-
trict. On some days, the park attracts more than 4,000 office workers and tourists, and more than 10,000

people attend some specia events.

The city paid one-third of the $18 million restoration costs, and foundations, philanthropists, and
surrounding busi nesses financed the rest through the businessimprovement district. The businesses as-
sessthemselves $1.2 million of Bryant Park’ s $2 million annual maintenance bill, while the remainder
of the bill israised in rental and concession fees from restaurants and special events held in the park.
Businesses recognized that property values and hence, lease rental's, were closely tied to conditionsin
the park. Rentsin nearby buildingsincreased dramatically after the park was redesigned and secured.
To a primary organizer of the Bryant Park effort, 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 inincreased
occupancy rates and in increased rent- -all because their building has this attractive new front yard.”

Source:
31, p. 7.

Lucia Mouat (1992) Some green in New Y ork’s concrete. The Christian Science Monitor, July

Steve Lerner and William Poole (1999) The Economic Benefits of Parks and Open spaces.

San Francisco: Trust for Public Land.



tion authorizing tax-increment financing. Al-
though the rules and limitations associated
with it differ among the states, the basic con-
cept isthe same. Thefirst stage isto designate
an area as a tax-increment financing district.
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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.

/ Date of plan adoption

c
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g
I ‘ “““ Frozen tax base level
< Continued decrease in assessed ™.
valuewithout redevelopment T
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after capital improvements
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Figure 1-6 Tax Increment Financing a, Stage A: Freezing the Tax Base (The Initial Stage);
b, Stage B: Growth in the Tax Base after Redevel opment
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Tax-increment bonds are secured only by
projected increases in revenues from existing
and new development in the tax-increment fi-
nancing district. Repayment is contingent upon
increasesin 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.
Thefirst set reflectsthe value of property up to
thetimethat thedistrict isformed, 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 revenuesis used to pay for the cost
of the enhancements.

The distinctive feature of tax-increment
financing districtsis that they rely on property
taxes that the projects within the district di-
rectly create. The projects pay for redevel op-
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. (Remem-
ber that only the tax base, and not the tax rate
isfrozen.).

Because regjuvenation of the digtrict is
likely toincreasethe value of their assets, land-
owners 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 valuewould not increase
over time.

While state laws vary, al include aprovi-
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
thefrozen tax base (see Figure 1-6a). Each tax-
ing jurisdiction first applies its tax rate to the
frozen value then to anew property value. The
revenues accruing from the difference between

the two isthe tax-revenue increment available
that year for repaying capital debtsthat the pro-
ject accumulated (see Figure 1-6b). These in-
cremental dollars go to the specia district that
issued the bonds. As assessed valueinthe dis-
trict increases above the frozen tax base level,
greater increments become available for retir-
ing the district’ s debts.
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CHAPTER 2

THE IMPACT OF PARKS ON PROXIMATE
PROPERTY VALUES

Our parks[in Kansas City] have en-
hanced val ues and the proof isincon-
testable, that the construction of our
park and boulevard system has been
a profitable industry for the tax-
payer...Whenever this work has been
properly executed and maintained it
should be considered an investment
and not a tax(p. 31).* (Superintendent
of Parks, Kansas City, 1912.)

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 (p. 14).? (Frederick Law
Olmsted, Jr., 1919.)

After the park is established the land
abutting it is increased in value,

THE FARLY EMPIRICAL STUDIES

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 accrueto the abut-
ting property, there will also be a
general risein value becausethe park
has raised the tone of the city as a
whole (p. 12).2 (Henry Hubbard, Pro-
fessor of Landscape Architecture,
Harvard University, 1924.)

These early quotes are representative of
the conventional wisdom that prevailed among
park professionals, landscape architects and
urban plannersin the early years of the twenti-
eth century. Given hislegendary, inspirational
roleinthe architecture, design and populariza-
tion of parks in the United States, it should
come as no surprisethat thisconventional wis-
dom emerged from the work of Frederick Law
Olmsted.

In espousing the proximate principle,
Olmsted was adopting the theory of rent that
had previously been articulated by Riccardo
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who argued:

Land of superior fertility would earn a
rent since it would yield a greater
guantity of output for asimilar quan-
tity of seed and labor, and this rent
would be capitalized into a higher
selling price when the land changed
ownership. This implies that the
change in the fertility of the soil re-
sulting from an irrigation project will
be reflected in the change in the mar-
ket price. Using this technique, sev-
eral studies were made of irrigation
projects. [Others] showed that rent
could be earned by land not only
through differences in fertility but
also because of locationa differences;
land nearer the market where produce
was sold would command a higher
rent than land further away, reflecting
the saving in travel costs (p. 76).*

In the context of parks, Olmsted perceived that
savingsintravel costswere supplemented, and
often likely to be exceeded, by the benefitsof a
pleasant view and a sense of spaciousness for
which peoplewere al so prepared to pay aloca-
tional premium. This premium was similarly
captured in the additional price individuals
were willing to pay for property offering easy
accessto these benefits. When the sitefor Cen-

tral Park was acquired, most city residents
lived more than three milesto the south.” Thus,
one of the four objectives of Central Park was
that it should be a strategic public investment
that would encourage real-estate devel opment
in the surrounding blocks.

Before funding for Central Park was
committed, Olmsted explained how the proxi-
mate principle would result in the park being
self-financing and hisargument convinced key
decision-makers. Thus, the New York City
Comptroller, writing in 1856 shortly after the
city acquired title to the land for Central Park,
said, “theincreasein taxes by reason of the en-
hancement 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 for
Central Park by subsequently providing em-
pirical verification of it. Hewasresponsiblefor
the earliest documentation of the relationship
between public parks and real estate values. A
summary of his data is given in Figure 2-1.”
This documentation was widely disseminated
and was a powerful weapon in the armory of
early public and open space advocates seeking
to persuade communities to commit new in-
vestments into these amenities.

Figure2-1 Frederick Law Olmsted's Documentation of the Impact of Central Park on the

Property Tax Base of the Three Proximate Wards

The earliest documented rel ationship between public parksand real estate valueswas developed by
Frederick Law Olmsted at New Y ork City’ s Central Park. The datawere an important element in stimu-
lating creation of the entire New Y ork City park system, and they supported the evolution of the public
park movement in many other American citiesin the late 19™ century.
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Olmsted was aware that many in the City of New Y ork were skeptical of spending so much money
on land acquisition and park construction. To justify the expensesin 1856, Olmsted began tracking the
value of real estatein 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 acquire the land and
build the park. The results of his tracking and the conclusions he derived from it are shown below:

Ward

Twelfth
Nineteenth
Twenty-second
Total

Ward

Twelfth
Nineteenth
Twenty-second
Total

Ward

Twelfth
Nineteenth
Twenty-second
Total

1856
$8,149,360
8,041,183
10,239,022
$26,429,565

1862
$13,100,385
17,903,137
18,041,857
$49,045,379

1868
$28,143,005
53,608,040
36,175,185
$117,926,230

Assessed valuein 1873
Assessed value in 1856

Showing an increased valuation of

1857
$8,134,013
8,558,624
10,489,454
$27,182,091

1863
$14,134,825
19,003,452
18,281,222
$51,419,499

1869
$42,648,865
59,608,040
47,663,245
$150,224,743

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

1858
$8,476,890
10,971,775
11,563,506

$31,012,171

1864
$15,493,575
20,462,607
18,756,276
$54,712,458

1870
$48,869,700
71,319,633
53,146,920
$173,336,040

Therate 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 thistime, at six percent

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

Excess of increase of tax, in three wards, over interest on cost of

land and improvements

1859 1860 1861
$10,062,725  $11,857,114  $12,454,375
12,621,894 16,830,472 16,986,152
13,261,025 14,775,440 17,666,866
$35,954,644  $43,463,026  $47,107,393

1865 1866 1867
$18,134,805  $18,381,650 $24,940,737
23,070,890 37,636,050 46,249,340
19,824,265 24,052,715 30,915,240
$61,029,960  $80,070,415  $102,105,317

1871 1872 1873
$50,362,925  $54,568,885  $62,457,680
77,771,930 91,283,545 110,519,305
57,666,340 60,185,820 63,104,530
$185,801,195 $206,038,250 $236,081,515
$236,081,515.00
26,429,565.00
$209,651,950.00
$8,873,671.50
5,028,844.10
$13,902,515.06
$5,241,298.75

$834,150.94
3,933.00

830,157.94
$4,411,140.81
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When it was only half complete, Central Park began to generate revenue. Olmsted documented &
$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 Y ork $13.9 million. Land acquisition had cost $5.0 million, and capital improvementsto
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 valuesin 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 propertiesin the Twelfth, Nineteenth and Twenty-Second Wards would have been worth
$53 million in 1873—nbut 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:
hood Open Space Coadlition, pgs. 9-11.

By the 1890s, the homes of many of
Americas richest families including the As-
tors, Vanderbiltsand Rockefellerswerelocated
on Fifth Avenue from 46" street to 72" street.’
Soon after Central Park was completed, the
New Y ork Parks Commission was able to as-
sert that before the park was developed, the
three wards adjacent to the park paid onedollar
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 acquir-
ing the land for Central Park removed 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 (Figure 2-1) and the New
Y ork Parks Commission claimed, was proba-
bly inappropriate and an exaggeration of the
park’ sinfluence. Itislikely that natural growth
in the city’ s population which caused a north-
erly movement of people would have created
increased property valuesin these wards with-
out the park. Indeed, the average values in

Tom Fox (1990) Urban open space: An investment that pays. New Y ork, New Y ork: Neighbor-

other parts of the city increased approximately
100% during thistime period. However, if this
averagerate of increase had been applied to the
three wards contiguous to Central Park then
their property value would have been about
$53 million; whereasit was actually $236 mil-
lion. Thus, even when this is considered, the
park’s influence remained considerable. A
commentator writing in 1923 noted:

The assumption that thisincrease was
entirely dueto 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 dur-
ing any other period of development.
Much of thisadvancein value may be
speculative, but that thereisareal in-
crease dueto the land having become
marketable cannot be questioned.
During the period covered by the in-
creasein taxable values about Central



Park, the great northward movement
in population and improvement be-
gan, and there would undoubtedly
have been amarked advance in value
even if Central Park had not been
bought and improved; but it isunrea
sonabl e to supposethat it would have
been so great. If we cut the figuresin
two and conclude 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).2

The highly publicized financial success of
Central Park generated callsfor the scenario to
be replicated elsewhere in the New Y ork City
area. For example, in aletter to the New Y ork
Timesin 1882 acorrespondent noted that Cen-
tral Park “has not only paid, but it has been a
most profitableinvestment, and regarded inthe
light of areal estate transaction alone, it has
been agreat success’ (p. 3).° Hewent on to ob-
serve 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. Asare-
sult 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 popul ation
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 bereimbursed 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, asin the case of Cen-
tral Park, a handsome profit on the
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investment(p. 3).

Similar arguments were used in many
other locales, as loca governments realized
that large public parks encouraged new resi-
dential development on the periphery of acity
which they believed expanded and strength-
ened the tax base.” Land on the fringeswasin-
expensive and there was general acceptance of
the principle that the increased tax revenue
fully reimbursed theinitial investment required
to acquire and develop the land.

The documented evidence from Central
Park had established the proximity principleas
conventiona wisdom among plannersand park
advocates, and resulted in it being used to jus-
tify maor park investments in many other
communities, most notably in nearby Brook-
lyn, in Boston and in Kansas City. In Brooklyn
it was a prime factor in stimulating develop-
ment of the 526 acre Prospect Park, which
Olmsted and his partner Calvert Vaux also de-
signed and built. One of the main purposes of
the plan was to stimulate new real estate de-
velopment.”’

To demonstrate the influence of the Cen-
tral Park datain Boston, Fox cites an 1890 re-
port,” published under the authority of the Met-
ropolitan Park Commissioners which stated:

The citizens of Boston had examples
before them, in the parks of neighbor-
ing American cities, which assured
them that, while the cost of necessary
open spaces would be great, the re-
turns 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
astrong financial support. (p.7).*

In 1900, the Boston Metropolitan Park Com-
missioners reported:
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Franklin Park has cost for land and The first county park system in the U.S.
construction, to the present time, was the Essex County Park Commission in
$3,800,000, while the cost of mainte- New Jersey which was established in 1895.
nance for the year 1899 amounted to Much of its early justification for park invest-
$36,700. The increase in va uation of ment was based on the proximate property
lands in the vicinity of the park, principle. In 1915, the Commission engaged a
which were assessed for betterment, consultant to assess the impact on land values
was $1,230,000 between 1883 and of four Newark parks -- Eastside, Westside,
1890 (p. 11).%° Weequahic, and Branch Brook.® An extract

Figure2-2 The Impact of Four Newark Parks on Adjacent Property Vaues

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, again of $74.9 million or 204 per cent. Thus, while the property ad-
joining the park increased more than six timesin value, property in the remainder of the sametaxing
districtsabout doubled in value. The following table showsthe dramatic increasesin adjacent proper-
ties associated with each of the four park sites:

RATE OF INCREASE IN PROPERTY VALUES

Park Property adjacent to Rest of same taxing Adjacent taxing
parks district districts
Eastside 9 times 2Y2times 214imes
Westside 15 times 3 times 3 times
Weequahic 14 times 7 times 3 times
Branch Brook 5 times 2v4imes 3?3 times
(part adjoins park)

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

But thiswasnot al. The cost of these four parkswas $4.2 million. Theincreaseis enough to pay
for them four times. The cost of al the parksin the county was $6.9 million -- say $7 million. Thein-
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 parksin the county 2.4 times. The Commission stated that
“theincreased revenue to the county was sufficient to pay theinterest and sinking fund chargeson the
bonds issued for park construction, and meet almost the entire cost of the annual maintenance.”

Source: A 1916 issue of the Newark Sunday Call cited in L.H. Weir, Parks: A manual of municipal and
county parks. New York: A.S. Barnes (1928), p. 12.



from asummary of the report published in the
Newark Sunday Call is shown in Figure 2-2.
The results showed that over a12 year period,
the increased taxes paid to the county by adja-
cent property owners, which were attributable
tothefour parks, were sufficient to pay all debt
charges and almost al 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 Table 2-1.

The consultants reported that the increase
in assessed valuesin 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
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$450,000, giving atotal for 1927 of $1.15 mil-
lion instead of the $3.77 million shown in Ta-
ble 2-1. 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-
selleside of the park where therate of increase
for the Borough property beyond the park area
was 34.5%. If thisrate were applied to the park
area property, then the increase in assessment
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 Table 2-1. 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% increase in
assessed valuations on properties adjacent to
Warinanco Park during this period. This was
nearly 14 timesthe averageincrease of 46% for
the entire city during the same period of years.
The property in Elizabeth adjacent to the park
which was assessed at $703,000 in 1922, rose
to $5.1 million in 1939. A similar, though less
spectacular, increase was shown on lands adja

Table2-1 The Influence of Warinanco Park on Adjacent Land Valuesin the City of Elizabeth

and the Borough of Roselle 1922-1927

City of Tenth Ward Adjacent to Borough of Adj aceqt to
Elizzbeth  inElizabeth . "AKon Rosdle Park in
Elizabeth side Rosdlle
1922 A 83.90 16.10 0.703 7.10 1.07
Vaue*
1927 A 125.13 29.05 3.770 11.57 2.65
Vaue*
% Increase 49.1% 80.4% 436.1% 62.8% 147.0%

* Valuesarein $ millions.

Source: County parks increase property values. The Playground March 1928: 633-634.
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cent to the park in Rosellewhere valuationson
land adjacent to the park increased by 257%.
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, asthe development of
parks. Hence, the remaining discussion in this
chapter separately reviewstheresultsof studies
that investigated how each of these two land
uses impacted proximate property values.

THE IMPACT OF PARKWAYS ON PROKIMATE
PROPERTY VALUES

Parkways were first introduced by Olm-
sted and Vaux in their design of Prospect Park
in Brooklyn. They were broad, tree-lined
boulevards that characterized the maor ap-
proaches to the park and were intended to ex-
tend the park out to surrounding farmlands.’
The idea was subsequently adopted by many
other cities. The main difference between
parkways and highways was that “highways
place agreater emphasi s upon convenience and
directness, while the emphasisin parkwaysis
upon agreeableness and pleasure, so that
movement becomes in itself aform of recrea-
tion. Parkways thus having the motive of rec-
reation are conceived more generously in the
matter of space and width” (p. 119).*3

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 parkwayswas amajor respon-
sibility of many urban park departments and
their positive impact on proximate land values
was a primary justification for their construc-
tion. For example, George E. Kesser, who
master-minded the early evolution of the excel-

lent Kansas City park system, madethefollow-
ing observations regarding boulevards (which
in his context was a synonym for parkways) in
areport to hisBoard of Park Commissionersin
1910:

Conservativereal 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-
ferencein favor of the boulevard real
estate was a quarter of amillion dol-
lars more than the entire cost to tax-
payersof al the parksand boulevards
embraced in the system...Real estate
men discovered years ago that front-
age on boulevard easily doubles the
market value of |ots on streets two or
more blocks distant.*

Writing much later in 1937, Nolan and Hub-
bard reaffirmed that thisview was still the pre-
vailing conventional wisdom:

In most cases where public money
has been spent for parkways the as-
sumption has been definitely made
that the proposed parkwayswill show
aprovablefinancial profit to the city.
It has been believed that the estab-
lishment of parkways causesarisein
real estate values throughout the city,
or in partsof the city, to such adegree
that increased proceeds from taxation
may equitably be collected, sufficient
to meet both the interest charges en-
tailed by the original expenditure and
the sinking-fund requirementsfor dis-
charging the debt (p. 6).2



The prevailing mind-set was that these recrea-
tional parkwayswere analogousto linear parks
and, thus, a similar premium attributable to
their aesthetic appeal would be present.

Given the prominence of parkwaysin the
urban landscape, Nolan and Hubbard, who
were Harvard University professors, undertook
an empirical study of their impactson land val-
ues.™® Sample sections of three parkways were
selected for investigation in Kansas City,
Missouri; Boston, Massachusetts;, and West-
chester County, New Y ork. The methodol ogy
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 beenin exis-
tence for some years. Land values were meas-
ured in dollars per square foot based on as-
sessed valuations of the property. The authors
drew three general conclusionsfrom their pro-
ject:

The increase in land values close to a
parkway was greater than that of land un-
affected by the parkway.

Some benefits of parkways were spread
generaly across the whole city.

“From al 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
asabusinesswill be better off financially
on account of the parkway becauseit will
ultimately be receiving annually in added
taxes more than the annual charge to the
community for creating and maintaining
the parkway” (p. 128).%2

Some park commissions made extravagant
claims for the influence of parkways. For ex-
ample, in Westchester County, New Y ork, the
valuation of taxable land improvements in-
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creased 125% from $800 million in 1923 to
$1,800 million in 1931. The County Park
Commissioners were quick to clam a large
proportion of this growth was attributable to
their parkways. Nolan and Hubbard, however,
observed the “great risein land value in West-
chester County, athough it was doubtless in-
creased and hastened by the parkways, would
have taken place to a considerable extent 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 factorsin stimulating the growth.

Increasesin parkways proximate land val-
ueswere clear, but there weretwo reasonswhy
it was naive to attribute the increase to the de-
sign 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 isquiteimpossibleto
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 automobilein thefirst third of the century.
When Olmsted and Vaux and Kessler origi-
nally devel oped the parkway idea, the automo-
bilewas arecreational vehiclefor the wealthy,
but by the early 1930s, it had become atransit
vehicle for the middle classes. The parkways
“furnished channelsfor quick accessibility” (p.
61)." Thus, much of the enhanced vaue of
proximate lands was likely to stem from the
enhanced accessibility the parkways offered as
traffic and transit arteries to these properties,
rather than from their aesthetic appeal.

THE IMPACT OF PLAYGROUNDS ON PROXKIMATE
PROPERTY VALUES

In most communitiestoday, thedistinction
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between parks and playgrounds has disap-
peared. Typically, playground equipment isone
of multiple features incorporated into the de-
sign of parks. Playgrounds asindependent enti-
ties 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 acommon feature in the ur-
ban landscape. These entities were defined as,
“gpaces wholly designed for play, and having
little or no park-like qualities’ (p. 324).

In 1926, the Metropolitan Conference of
city and state park authoritiesin New Y ork ob-
served: “We have no evidence that neighbor-
hood playgrounds cause that direct and meas-
urable increase in land values which has been
proven in the case of maor park and parkway
extensions” (p. 376).™° The conventional wis-
dom of that era on the likely impact of play-
grounds was mixed. One commentator ob-
served:

Some of the opinions that have been
expressed as to the effects of play-
grounds on land values point out that
playgrounds not having apark-like ef-
fect decrease land vaues; 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 placeto livein (p. 324)."

At the same time, another observer who was a
Professor of Landscape Architecture at Har-
vard University, while acknowledging this
viewpoint was prevalent, concluded: “But
whenever a playground is necessary, it cannot
be denied that its presence raises the value of
the whole neighborhood” (p. 376).%°

In responseto these antithetical viewsand
to the lack of empirical evidence relating to
playgrounds, two major studies were under-
taken in the late 1920s. The first investigation
wasin New Y ork City and it focused on seven
playgrounds in Manhattan and two in Brook-
lyn.™> Changes were compared between 1904
and 1926 in the assessed value of land: (1) di-
rectly bordering on a playground; (2) adjacent
to a playground, which was operationally de-
fined as streets|ocated one, two or three blocks
away fromit; (3) in the Section in which each
playground was located. Sections were large
areas, (eight in Manhattan) for which total as-
sessed valuationswere given yearly; and (4) on
the whole Borough. Data for the study were
derived from land value maps and tax reports
prepared by the Department of Taxes and As-
sessments. Theresultsare shownin Table 2-2.

The data in Table 2-2 show that in only
three of the nine locations did the bordering
land increase at agreater rate than the adjacent
land. The increase in the adjacent land wasin
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
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Table2-2 Increasein Land Vaues at Nine Playgrounds Between 1904 and 1926
Percentage increases in assessed values of land
Date Character of . .
. of ac- neighbor- A_rea Period Bordering  Adjacent Tax
Name Location . : in on play- to play- . Borough
quisi-  hood at time of years section
X o acres ground ground
tion  of acquisition
Residential,
ith scat-
MANHATTAN 27" Street and w : 1904 to
Chelsea 10" Avenue 1906 tered retail 3.1 1926 24 53 38 27
stores and
industry
West 59" Street _—
West50" St between10"and 1906 _esdentia 05 104t 99 75 32 27
th and industrial 1926
11" Avenues
th Residential
S Gabriels S0 retand2d aqn0 imixed 29 1204t 25 33 38 27
Avenue - . 1926
industrial
101st Street be- 1904 to
Yorkville tween 2nd and 1906 Residential 0.9 52 42 9 27
1926
3rd Avenues
East 76" Street to 19040
John Jay East 78" Street 1906 Residential 3.0 98 103 45 27
) 1926
and East River
152nd Street and 1904 to
Carmansville Amsterdam Ave- 1906 Residential 0.1 1926 92 94 51 27
nue
East 67" Street 191410
St. Catherine between 1% and 1914 Residential 14 11 13 39 19
1926
2nd Avenues
BROOKLYN  Livonia, Dumont %‘;e;"cﬁg'ﬁr 191110
Betsy Head and Hopkinson 1912 ! ; 105 163 118 89 55
. residential 1926
Memorial Avenues
area
Scattered
18" Avenue and 1915to
Graves-end 551 Street 1917 de;ached 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, Volumell.. New York: Arno Pressp. 178.

increased more than those in the Section and
Borough. These findings suggested that the
optimum location was not abutting a play-
ground, but was within one, two, or three
blocks of it. However, abutting such afacility
created larger increasesin land values than be-
ing outside the service range of a playground.

Other conclusions drawn from this study
included:

In no case was there a decrease in the
value of bordering lots in the time period
from two years before the land for the
playground was acquired by thecity to the
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year 1926. The author noted, “It is quite
evident that the acquisition or opening of
these playgrounds had no detrimental ef-
fect on the land values around them, but
rather, as shown in many cases, an imme-
diate upward effect” (p. 325).°

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

Large sitesincreased the value of residen-
tial property to agreater extent than small
sites.

Thelocation of businessand industry near
aplayground minimized the effect aplay-
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 playgroundsin Brooklyn, New
York, and four playgrounds in Orange, New
Jersey.'® Orange was included because it of-
fered adifferent kind of environment, “acity of
houses and very few factories’ (p. 378). Two
criteriawere used to select playgroundsfor in-
clusoninthestudy. First, al were staffed with
asupervisor and were equipped. Second, none
were selected where the “bordering on” or “ad-
jacent to” property values were influenced by
other public property, such as schoolsor parks.
The selected playgrounds differed in size (12
of the 13 ranged from 0.5 acres to 8.5 acres),
type of district in which they werelocated, and
proximate land uses. Somewerein “very poor,
highly congested tenement and industrial sec-
tions, while others were in the high class resi-
dential districts of one or two family detached
houses with well kept lawns’ (p. 378). Thus,
the playgrounds were classified as being lo-
cated in one of three categoriesof district: high
class, middle class, and poorer class. Again,
data were derived from land value maps pub-
lished annually by the cities of New Y ork and

Orange for the 1909-1929 period. The results
are summarized in Figure 2-3.

The increase in land values of property
surrounding playgrounds was greatest in the
“highest class’ residential districts. Astheresi-
dential desirability of a district decreased, the
extent of increase in land value diminished,
until in some of the " poorest class” districtsno
change at all occurred in land values in the
1909-1929 period.

In the higher and middle classdistrictsthe
“bordering on” increases were greater than the
“adjacent to” increases, but this pattern was
reversed among the poorer classdistricts. This
appeared to reflect a predominance of residen-
tial property inthe higher and middleclassdis-
trictsand apredominance of industrial property
in the poorer class districts.

Thefindingsindicating increasesmorefa
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 in
sincein 12 of the 13 casestherewas no decline
in land value following the opening of the
playground.

A limitation of this second study wasthat,
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 adetriment to land valuesin 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
conclusionischallengeable, sincetherewasno
basis for assessing whether land values would
haveincreased by an even greater percentageif
the playgrounds had not been there.
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Figure2-3 Land Value Increases Associated with Playgrounds Located in Different “ Classes”
of Residential Districts, 1909-1929.

“HIGH CLASS’ DISTRICT

Threeplaygroundswere located in high classresidential districts, “inwhichit wasvery desirabletolive,
consisting of one and two family detached houses with well kept lawns and yards, and al so 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
Centrad 170.8 95.8
East 14" St. and Ave. S’ 102.0 88.0

“MEDIUM CLASS’ DISTRICT
Thistype 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 724 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:  Jacob W. Feldman (1929) The effects of playgrounds on land values. Playground and
Recreation September: 375-384.
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CONCLUSIONS

Throughout the time period of the studies
reviewed here- -from the earliest days of urban
park development in the 1850s, through the
1930s- -therewas an insistent, almost inviolate
conviction among park and open space advo-
cates of thelegitimacy of the proximate princi-
ple. It was conventional wisdom among them
and was also espoused by elected officials.
Thisreview of the early studiesemphasizesthe
long history of the proximate principle and its
early effectiveness in persuading decision-
makersto invest in parks.

Therelatively small number of early stud-
ies relating to the impact of parks on property
values was supplemented by many subsequent
studiesin later years. These reflected the con-
tinued central role of urban parksin communi-
tiesthroughout the century. In contrast, therole
of parkways and stand-alone playgrounds di-
minished 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 of influences accounting for
the increases. However, 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.

It had been claimed that playgroundswere
likely to depreciate land values in their vicin-
ity, but the empirical evidence suggested this
concern wasgenerally 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, playgroundstended to increase

the value of proximate property at a greater
rate than in neighborhoodswhere businessand
industry were present. These conclusionswere
based on the results from only two studies.
However, both studieswere carefully executed
and were comprehensiveinvolving 22 different
sites in three different communities, and they
reached similar conclusions. These characteris-
tics suggested that areasonable level of confi-
dence could be placed in the generalizability of
their findings.

In many ways, these early studieswere na-
ive, 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 increased tax receipts
accruing from propertiesin proximity to parks,
parkways and playgrounds.” However, thisig-
nored the necessity of unraveling the compli-
cated plexus of factors that may influence
property values in addition to parks. It was
noted that these “are not merely additive, but
react on each other and may react in opposite
directionsin different cases’ (p. 124)."

In subsequent eras, substantial improve-
ments were made in methods used for
quantifying theimpact of parksand open space
on real estate values. Statistical techniques,
such as regression analysis, and econometric
approaches made it possible to identify the
relativeinfluence on property values of factors
other than parks such as house size, type, and
location relative to other amenities such as
schools, shopping centers, and the central
business district. The emergence of these ana-
lytical tools defined the end of the era of
“early” empirical studies rather than any spe-
cific date, but thistended to occur inthe 1930s.
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CHAPTER 3

The chapter isdivided into three main sec-
tions. Thefirst section chronologically reviews
studies reporting results in urban areas. With
the exception of a pioneering, pathfinding
study completedinthelate 1930s, these studies
were al undertaken after 1960. The growth in
their number after this time was coincident
with the increasing capability of computing.
Almost all of the later studies used least
squares regression analysis as their primary
statistical tool. Typically, property prices or
assessed valuations were regressed against a
measure of distance and a set of “control vari-
ables” which measured the contributions of
other potential influences on property value as
well as parks and open space. The increased
sophistication of computing made feasible
more complex analyses containing a greater
number of control variables. The key questions
these analyses 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?

THE LATER EMPIRICAL STUDIES

(i) How large was the proximate effect?
(@iii)  Over what distance does the effect ex-
tend?

A sub-section reviews studiesthat did not treat
parks and open spaces as belng homogeneous,
but which recognized there are qualitative dif-
ferencesamong them that arelikely toresult in
different impacts on proximate property values.

Findings emerging from studies of parks
and open spaces in urban areas may not be
generalizable to state and national level parks
because of differencesin context, scaleor mis-
sion. For this reason, results from studies un-
dertaken in those contexts are reviewed sepa-
rately in the chapter’s second main section.
However, results from water based parks are
not reviewed here because they add a level of
complexity to the discussion that was deemed
to be outside the scope of this monograph.
Readersinterested in these studies arereferred
to the bibliography included in Appendix 2. In
the final section of the chapter, studies are re-
viewed whose findings did not endorse the
proximate principle.



46 The Impact of Parks and Open Space on Property Values

RESULTS FROM THE URBAN STUDIES

The shift from the rudimentary early em-
pirical studies to stronger methodological ap-
proacheswasinitiated 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. Colleagues identified
what they believed to be significant weak-
nesses in the mathematical models he devel-
oped, but at the same time they acknowledged,
“Mr. Herrick’ s paper is an interesting first ap-
proach” (p. 56).

He was the first to use statistical tech-
niques to try and isolate the unique contribu-
tion of parksto property valueincreasesvis-a
vis other factors. It was an attempt to rectify
the fundamental weaknessinherent intheearly
studies of ascribing al increases to the exis-
tence of a park and disregarding the array of
other factors that may have contributed to the
increases, such as differences in the size, age
and quality of residences erected on lots; lot
size; proximity to a Central Business District,
schools, or shopping centers; and access to
other facilities and amenities which generate
real estate value. Herrick used regression
analysis to identify the impact of park acreage
and population density on real estate value in
Washington, DC for the 1911-1937 period. He
suggested his analyses “made it possible to
computethe probablefuture averagerea estate
and land valuesfor the city of Washington with
any assumed percentage of parks and density
of population, and so to determine whether the
probableincreasein valuesjustifiesthe expen-
diture 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 asingle year, it was cal-
culated that in 1937 the increase in real estate
values attributabl e to the parks of Washington
DC 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 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 areasin parks.
The ten percent rule, which has been sug-
gested, ismuch too low” (p. 92).* However, the
dramatic findings and conclusions of this study
have to be tempered by the reservations ex-
pressed by critics about the application of the
regression analysis.® In the long term, the
study’s main contribution was its pioneering
illustration of the role of statistical toolsinin-
vestigating thisissue.

Although no additional work evaluating
the proximate principle wasreported after Her-
rick’ sstudy for 25 years, the principleretained
its status as the prevailing conventional wis-
dom through the 1940s and 50s. For example,
in their Home Builders' Manual for Land De-
velopment, the National Association of Home
Buildersnoted: “Inthevicinity of park and rec-
reation areas, enhanced values of building sites
up to 15% to 20%, with a high level of sus-
tained value over the years, are not uncommon
experiences’ (p. 85).* However, in 1961 the



lack of convincing scientific evidence to sup-
port such anecdotal and experiential conclu-
sions 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
Foundation in San Francisco stating the “need
for concrete evidenceto indicate that parks are
good business and that the purchase of park
lands for future use is good business for a
city.” (p. 3)°

Asaresult of that |etter, the Caro Founda-
tion sponsored a study focused on two parksin
Oakland.® The samples were relatively small,
but they confirmed the positiveimpact of parks
on the assessed val ues of proximate properties.
The results are summarized in Table 3-1.

Clinton Park was in a relatively affluent
area, whilethe San Antonio Park neighborhood
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-
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ence of apark. Thus, itsfirst zonefronted onto
other houses rather than a park. Its aggregate
assessed values were substantially lower than
those of the San Antonio neighborhood, but al
the difference was attributed to properties on
the block that immediately fronted the San An-
tonio Park.

In their 1960s Plan for the Valleys, there-
spected Wallace/M cHarg 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 millionin the sameperiod. The
additional $7 million resulting from
concentration would be adequate to
pay in excess of $2,300 per acre for
titleto the 3,000 acres exempted from
development [which was higher than
the prevailing market price at that
time] (p. 86).*

Thewider availability and greater capacity
of computing in the 1970s and 1980s stimu-

Table3-1 The Impact of Two Parks in Oakland on the Assessed Values of Propertiesin the

Surrounding Neighborhoods

Name of park Properties fronting

Propertiesone block  Properties two blocks

the 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.
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lated an increase in the number of empirical
studiesinvestigating theissue. A 1972 study in
Philadel phiafocused on 7 sites, at three parks,
three schools, and one school-park combina-
tion.® During the sample years of the study,
1,725 property sales were recorded in the
neighborhoods around the sites. As a percent-
age of total housing units in each area, the
sample size ranged from 12% to 25.5%. In all
seven neighborhoods regression analysesindi-
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 Philadel phiastudy was one of thefew
to test for a “net effects’ curve (Figure 1-4b)
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 thiseffect wasfound to beagood fit on one
site-- ajunior high school site with an athletic
field -- with the maximum impact on property
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
Philadel phiaand was surrounded by residentia
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 evauation 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 arelatively low effect on
land values compared to other neighborhoods’

(p. 275).

Despitetheauthors’ 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 $3.3
million was directly attributable to the park.

The most frequently cited study inthislit-
erature 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 resi-
dential developments in the 10 years prior to
the 1978 study. The sample consisted of prop-
ertiesfrom each areathat sold in aselected cal-
endar year which were located within 3,200
feet of the greenbelt (n = 82).

Variables in the regression model that
werebelieved likely toinfluencethe salesprice
of these single family homeswere: (i) walking
distanceinfeet 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) dis-
tanceto the nearest major shopping center. The
regression results showed that, other things be-
ing equal, there was a $4.20 decrease in the
price of residential property for every foot one
moved away from the greenbelt. This sug-
gested that if other variables were held con-
stant, the average value of properties adjacent
to the greenbelt was 32% higher than those | o-
cated 3.200 walking feet away. These results
are shown in Table 3-2.

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:
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Table3-2 Value of the Average House and Greenbelt Proximity

Walking Distance from Greenbelt

Average Vaue of House

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

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

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 costsin only threeyears. (p. 215)°

Thereisan important caveat to these posi-
tive resultsin 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 a city to be prepared to ac-
cept the inevitable criticism that is likely to

occur when it raisestaxesto purchasetheland,
knowing that its taxpayers indeed will benefit
when return on theinvestment isviewed in the
broader context of total tax payments to all
governmental entities. The alternative strategy
is to persuade the other taxing entities to
jointly fund purchase of the open space aresas,
since al will reap proximate tax revenue in-
crements deriving from them.

A study undertaken in Worcester, Massa-
chusetts, in the early 1980s examined therela-
tionship between four parks and the values of
all properties sold within a4,000 foot radius of
each park during the preceding five years (n =
170).° The multiple listing service from which
the study’ s data were derived recorded actual
sale price of a house, along with information
on other characteristics that might effect the
sale priceincluding ot size, number of rooms,
age, garage, taxes paid and condition. Distance
to the park in feet was added to this set of vari-
ables.

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
invalue derived from properties|ocated 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 aggregate
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property value increase attributable to these
parks was $3.5 million.

The impact of two parks on the values of
proximate residential developmentsin Dayton
and in Columbus, Ohio was reported in 1985.%°
The 170 acre Cox Arboretum in Dayton was a
wooded open space containing specialized
herb, ornamental and other plant gardens. Its
impact on an adjacent fairly new sub-division
of 300 properties was assessed. The 152 acre
Whetstone Park in Columbus, contained ball-
fields, trails, natural areas and a 13 acre rose
garden, and it was adjacent to an older residen-
tial area. In both cases, samples of approxi-
mately 100 residences were used in the study.

The regression analyses indicated that for
every additional foot of distance aproperty was
located away from Cox Arboretum and Whet-
stone Park, the selling price decreased $3.83
and $4.87, respectively. The average distance
of properties in the study areas were 814 feet
and 973 feet from Cox Arboretum and Whet-
stone Park, respectively, and these properties
yielded proximate premiums of $3,100 and

$4,700. Given the average selling prices of
propertiesin theresidential areaswere $58,800
and $64,000, the park premium represented
5.13% in the Cox Arboretum subdivision and
7.35% 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.
Anempirical investigation in Salem, Ore-
gon, in 1986 reported that open space in the
form of greenbelt at thefringe 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.

The Influence of Different Park Design
and Use Characteristics

While the above studies consistently re-

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

Active Recreation
Areas

Combined Active
and Passive
Recreation Areas

Passive Recreation
Areas

% change in adjoining
lots relative to average
value of their census
tracts

+10%

% change in residential
blocks surrounding the
parks relative to the av-
erage value of their cen-
sus tracts

+7%

+33% +70%

+14% +63%




ported that parks and open space had a substan-
tial positiveimpact on proximate property val-
ues, other studies have refined this conclusion
by identifying differences in the magnitude of
thisimpact based on a park’ s attributes. These
differences pertained to (i) whether a park was
designed to service activerecreation usersor to
offer users a more passive, contemplative ex-
perience; and (ii) whether a park was easily
visiblefrom adjacent streets or was sufficiently
obscured from public view that it encouraged
anti-social behavior.

Results from an early study undertaken in
the city of Spokane, Washington, are shownin
Table 3-3.2 Thiswas arelatively naive study
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devoid of sophisticated statistical controls, but
it wasthefirst to identify acontinuum of effect
between active and passive parks. Parks were
classified into the three categories of active,
combined active and passive, 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

Table3-4 A Comparison of Mean Assessed Values of Properties Within 500 feet and Beyond

500 feet of 10 Parksin Dallas, Texas

Properties Within 500 Properties Over 500
Feet Feet Ratio:
Type of Park Mean Mean Under 500
Assessed Numbq of Assessed Numbq of  "Over 500
Value (9) Properties Value (9) Properties
Playground Parks
CasaView 3,637.00 128 3,778.00 485 .96
Beckley Heights 3,390.00 141 4,197.00 760 8l
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 8l
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.
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pertaining to thisissue 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 propertieswhich were beyond 500
feet but still within the park’s service area and
zone of influence. In half of the parksthe main
feature was a playground, while the other five
parks were larger and featured community
playing fields.

Thedatain Table 3-4 show that properties
within 500 feet of a playground park were of
lesser value than other properties beyond 500
but within the park’s service area. However,
theinner 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, generdly 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
(Table 3-4). The authors offered the following
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.
Probably if the appearance were im-
proved, by plantings or some form of
redesign, the adverse effect would be
diminished.

It seemed to be true in al 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 of properties around the
park, relativeto other properties... The
parks which were well shaded, well
designed and were of pleasing ap-
pearance had apositiveimpact, while
those which were poorly designed
had an adverse effect upon property
values (p. 74).

Added dimensions to these findings were
reported in a 1974 study which employed so-
phisticated statistical controls.** It 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 comprised predominately of
singlefamily homes. However, the spatial rela-
tionships between the parks and adjacent resi-
dentia propertiesdifferedintwoways. First, at
Hauntz, Linden and Westgate, housesfaced the
park with a street between them; while at
Audubon and Kenlawn, houses backed on to
the parks separated from them only by afence.
Second, most houses had aview of open space,
trees, grassetc., but those around Linden Park,
and part of Audubon Park looked out on inten-
sively 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. Theregres-
sion analysis controlled for house age, number
of rooms, year of sale and lot size.



The study differentiated between property
(1) facing apark acrossastreet; (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 amost 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. Thislack of privacy may
have accounted for the lack of positive impact
on property values.

Propertiesaround 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 apark or exposed to intensive userecreation
facilities would be unlikely to occur if the ad-
jacent residences were high-rise apartments
rather than single family homes. They rea
soned:
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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 thisview will typically
encompass more of the park than the
area immediately adjacent to the
building; it will probably include both
recreationa facilitiesand scenery. We
therefore do not believe that our re-
sultsfor Audubon, Kenlawn and Lin-
den Parks are likely to be valid for
parks surrounded by apartment build-
ings; we would expect positive exter-
nalitiesin 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
gpace with recreation 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 areaof northwest Philadel phia. 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
anaysis and they contained 300,000 inhabi-
tants.

The regression analysis included a large
number of other variablesthat could influence
property values, and it identified separately the
park impacts on blocks comprised mainly of
homeowners and those on which renters pre-
dominated. Among both of these groups, ac-
cess to public open space without recreation
facilities was important. Accessibility to pri-
vate and institutional open space impacted
homeowner blocks but not rental blocks, while
there was a positive relationship with open
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Space containing recreation facilitiesand rental
blocks but not homeowner blocks.

Table 3-5 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 giveninthe
table footnote, the incremental value attribut-
able to three hypothetical different sized open
space parksis computed using the analysis re-
sults. Computations are made for both individ-
ual dwelling units and for their aggregation 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, downto 0.17%in
the 5,000 to 10,000 feet radius. Despitethelow
percentage increment in the outer bands, their
aggregate incremental contribution to the tax
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 Philadel phia
in 1974, the results from which were discussed
earlier in the chapter.” The overall findings
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 at-
tributed 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
thelr 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).

Finally, results from the study of four
parks in Worcester, Massachusetts discussed
earlier strongly supported the proximate prin-
ciple.? However, the authors al so reported that

Table 3-5 Effect on Property Vaue of Public Open Space with No Recreation Facilities*

. TOTAL PER DWELLING UNIT
Dlstgance 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 0.83 414 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.



parkswith natural landscapes created the high-
est valuesin adjacent property, while property
next to active recreation facilities had slightly
lower values which were attributed to noise
and pedestrian traffic. Following the models
described in Figure 1-4, these negative influ-
ences quickly dissipated and 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 curves shown in Figure 1-
4. Properties that face or directly abut parks
which primarily serve active recreation users
are likely at best to show only asmall positive
valueincrement attributableto the park. Thisis
attributabl e to the noise, nuisance and conges-
tion emanating from the influx and egress of
traffic and people. However, values are likely
to rise substantially, and negative amounts are
unlikely to be present, on properties located
beyond the first block adjacent to the park. In
contrast, the value of 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.

There is some evidence in these studies
that parksinwhich thereisanti-social behavior
may create anegative impact on propertiesfac-
ing or abutting them. The probability of this
type of behavior increasesif parks are not eas-
ily visiblefrom nearby streets. Again, however,
any negative impact is likely to dissipate be-
yond the first block.

FINDINGS FROM NON-URBAN STUDIES

Most studies measuring impact of the
proximate principle have been undertaken in
urban settings. Their findings may not be use-
ful for those whose focus is at the state or na-
tional level. For this reason, studies that have
been undertaken in those contexts are dis-
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cussed in this separate section of the chapter.
State and national parkstypically are not estab-
lished and operated primarily to provide bene-
fits to local residents. Their mandate is much
broader so their economic contributions are
likely to arise from visitor expendituresin the
area, rather than be captured in proximate real
estate values. Nevertheless, it seemslikely that
the proximate principle will apply, at least in
some cases, even though such an impact may
be perceived as incidenta to the mission of
these parks.

An indication of the impact of a maor
new outdoor recreation facility on property
values in rural areas was given in a study as-
sessing the effect of the Pearl River Reservoir,
near Jackson, Mississippi on the area’ s subur-
ban farm land.'® The prices of recorded land
sales in the proximity of the reservoir project
were compared with the sale prices of similar
farm land at a comparable distance from Jack-
son on the other side of the city away from the
reservoir’ s influence. The study’s time period
was from 1950 to 1963. This time span in-
cluded the period leading up to final voter ap-
proval for the project in 1958 and the subse-
guent initiation of its construction.

Figure 3-1 showstheimpact on theland of
the 1958 official approval by voters that con-
firmed the project would proceed. The trend
line of the median per acre sale price of proper-
tiesin the control areadid not change after this
announcement. In contrast, the sale prices of
reservoir impacted properties increased dra-
matically after 1958. The average yearly in-
crease in the reservoir areafrom 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.

An empirical analysis of determinants of
land valuesin the Airondack Forest Preservein
New York State was reported in 1978.*" The
Preserve is a region within which privately-
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Figure 3-1 Comparison of the Median Per Acre Sale Price in the Pearl River Reservoir and

Control Areas 1950-1963.

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 which will
remain undevel oped 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
sitesin the sample was $114 per acre, thisrep-
resented a17.5% incremental increasein value.

A 1983 study of the impact of six New
Y ork State parks on surrounding property val-
ues reported that in four cases there was no
impact.’® The authors suggested two reasons
which may explain thesefindings. First the ar-
eas|acked intense devel opment and were char-
acterized by predominantly mixed rura land



uses, so proximate open space had little addi-
tional appeal. Second, in areasthat were devel-
oped around these four parks, the lots were
large incorporating backyard pools and other
amenities which effectively discounted or nul-
lified theimportance of recreational opportuni-
ties 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 K eewaydin 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-
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crements represented 4%, 16% and 16% of the
tax base respectively. Table 3-6 showstheim-
pact 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
ahousewithin one mile of thesitein Baltimore
County: at least 8% in Carroll County; and at
least 4% in Howard County.*® When theradius
was reduced to aquarter mile open space farm
land accounted for a minimum of 15% of the
value of ahouse in Baltimore County and 6%
in Carroll County, but it depressed home val-
ues by at least 7% in Howard County.

Generaly, findings from the non-urban
studies mirror those from the urban studiesin
supporting the proximate principle. Despitethe

Table 3-6 The Influence of Keewaydin State Park on the Property Tax Base and the Property

Tax Revenue of Three Local Communities*

Town of Alexandria Vlllagg of Town of Orleans
Bay Alexandria Bay
Average sale price of
properties $44,272 $41,257 $40,296
Number of properties 557 600 476
Average enhanced assessed
value of each property
attributable to Keewaydin $1,703 $6,780 $6,302
State Park
Totd e”“f/‘;ﬁ?g assessed $948 482 $4,067,820 $2,999,638
Taxes paid attributable to
Incremental park values $117,981 $633,237 $70,011

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

* 1983 dollar values

Source: Brown, Tommy L. and Nancy A Connelly (1983). State parks and residentia property valuesin New
York. Ithaca, New Y ork: Cornell University, Department of Natural Resources
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concerns of rural landowners relating to adja-
cent publiclandsfacilitating accessto trespass-
ers? these findings suggest that properties
proximate to public park, forest or open-space
land arelikely to receive positiveincrements of
value.

Thelmpact of Large Federal or State
Park or Open Space Areas on the L ocal
Tax Base

The conventional wisdom among many
elected officials, especialy in rura areas, is
that public acquisition of land for outdoor rec-
reation adversely effects the revenue generat-
ing capacity of local jurisdictions. Thebelief is
that since publicly owned land is exempt from
taxation, its remova 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
2000 in aminority report submitted to the US
House of Representatives by nine members of
the House Resources Committee who disap-
proved of the Committee’s support for the
Conservation and Reinvestment Act (CARA)
which would provide federa money for the
acquisition and development of new outdoor
recreation facilities. The minority report at-
tacked the private property impacts of the bill
stating:

As the government or a non-profit
buysland inasmall community, peo-
ple are forced out of their homes.
Thereisless businessto keep aretall
store running, asmaller congregation
to keep a church’s doors open, and
less reasons to justify keeping a
school or post officeinthe area. After
apoint, 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
isin 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 onlocal 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 isimprobable.

The cumulative research findings of the
studies reported in this chapter to this point
suggest that developing outdoor recreation
amenitiesislikely tolead to arisein proximate
property valueswhich will generate morereve-
nue than islost by removing the land from the
tax base. Two empirical studieswereidentified
which specifically addressed this controversial
issue. In both cases, the findings offered sup-
port for the proximate principle and did not
support the conventional wisdom.

A 1971 study reported the impact of 15
park land acquisitions madein Pennsylvaniaby
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 thepark’s
immediate influence. Data were derived from
assessed values. Thevaluesfor both areaswere
tracked for an 11-year period, starting five
years before acquisition of park land began. It
was assumed that the control sites, comprised
of the rest of the county, gave agood approxi-
mation of the land values that would have pre-
vailed if the park sites had not been acquired.

In 12 of the 15 park sites, thetotal value of
each township’ staxable real estate was higher
the year after acquisition began than it wasin
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.

Tofacilitate comparison between the park
sitesand the control areas, adollar valueindex
was developed which established the market
valuein the year the land was acquired at 100.
Inthefive yearsbefore acquisition commenced
the value index of land on average across the
15 park site townshipswas 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, asagroup, the 15
park townships moved from 6% below the con-
trol areas values before acquisition, to 7%
above them after acquisition. The study’s au-
thor concluded, “ It seemslikely that public ac-
quisition of recreational land in amounts up to
60,000 acres does not reduce the real property
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 refersto
parks under the control of local governments.
However, in addition to proximate principle
benefits, federal and state lands often bring ad-
ditional revenue benefitsto local governments
because in some cases they receive payments
in lieu of taxes from the federal and state gov-
ernments.

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 the hypothesis that
state or federal land ownership in a forested
three county area of north-western Pennsyl-
vania adversely affected the fiscal capacity of
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local government through removal of part of
the property tax base. The hypothesis was re-
jected because it was found that neither higher
tax rateson privatelands, nor reduced level s of
per capitalocal government expenditures (i.e.
counties, townships and school district) were
associated with large amounts of public land,
indicating that local governments were not
placed at an economic disadvantage by public
land programs. Indeed, the data “ appeared to
indicate the reverse” (p. 370).

In the three counties comprising the study
area, the proportions of state and federal land
were 51%, 48% and 17%. The consequences of
the 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 paymentsin 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 Servicereported 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

Five studies were located which reported
findingsthat did not unequivocally support the
proximate principle. A 1966 study used multi-
pleregression to evaluatetherelative influence
of a combination of 14 independent variables
on urban growth patterns, including distanceto
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aplayground 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 fivelots)
around a 10 acre park in Lubbock, Texas.®
The areawas 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 datawere availablefor 480 of them. Corre-
lation analysis was used to test for arelation-
ship between distance from the park and (i)
assessed value of the property; (ii) sale price of
properties that had been sold in the previous
fiveyears; and (iii) assessed value of the land.
There was a significant correlation only with
the last of these three measures, and it was a
fairly small correlation (-.17).

The second study focused on three parks
in the city of Forth Worth.?® They were: (i)
Eastover Park, which was 13.5 acres sur-
rounded by low to middle income residential
property primarily occupied by African-
Americans; (ii) Marine Park, which was 12

acres with asurrounding popul ation character-
ized as low to middle income and predomi-
nantly white; and (iii) Rosemont Park, a com-
munity park of 30 acres bordering a large
boulevard. Resultsare summarizedin Table 3-
7. In Marine and Rosemont Parks, the mean
values of properties within 500 feet of the
parks were of significantly greater value than
properties more distant from the park. How-
ever, this support for the proximate principle
was partialy offset by the findings at Eastover
Park wherethe direction of the significant rela-
tionship was the antithesis of that which was
anticipated.

Findings from alarge scale study involv-
ing 18 park sitesin 13 municipalitiesin West-
chester County, New York were reported in
1986. Community parks of 25 acres or more
were selected through a systematic process
based on anumber of pre-established criteria®’
The neighborhoods around the selected parks
were characterized asbeing relatively homoge-
neous. The 18 sites generated approximately
2,500 individual house price/park relationship
guantifiable data points.

The impact of the park on three zones
(termed tiers) was evaluated. Residential prop-
ertiesin Tier 1 wereimmediately adjacent to a
park. Tier 2 comprised the next two rows of
residential properties directly behind Tier 1.

Table 3-7 Comparison of Mean Value of Properties within 500 Feet and Over 500 Feet at

Three Fort Worth Parks

Mean value Difference
Meanvaue — Numberof ooy g Numberof oo iicant ar
over 500 feet  Properties Properties

under .01
Rosemont
Park $5,729 184 $6,562 59 Yes
Marine Park 4 565 162 5,571 48 Yes
Eastover Park 7,358 165 6,419 29 Yes




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
endorsethe proximate principle, but theregres-
sion analyses showed no difference in value
between those properties adjacent to acommu-
nity park and similar properties located in the
other two tiers. The study’s design may ac-
count 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 arelation-
ship may have reflected the proximity of all
threetiersto the park. It seemspossiblethat the
adjacent properties of Tier 1 may have experi-
enced a nuisance factor which depressed any
incremental value increase to the level of that
accruing to propertieslocated 2-5 blocks away
in Tiers2 and 3. Thiswould be consistent with
the principle explaining the“ net effect
in Figure 1-4b. There was no measure of how
well the prices of propertiesin thesethreetiers
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 adistance decay impact on residen-
tial properties may have emerged.

Methodological limitationsmay 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, lllinais, the study’s objec-
tivesweretotest for asignificant relationship
between the value of residential property and
(i) per capitaexpendituresfor parksand recrea-
tion in those communities; and (ii) the acreage
of land per 1,000 population. The regression
analysisindicated no evidence of arelationship
in either case. It was subsequently suggested
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that inappropriate statistical procedures may
have contributed to the findings of no relation-
ship,? but the author rejected this criticism.®

Both of thevariablesused inthisstudy are
inadequate surrogates for capturing the value
of parks in residential property values. The
failure of any other researchersworking inthis
area to adopt these operationalizationsis 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 isthe tan-
gible output assets which influence the sale
price of proximate properties, not dollar inputs.

Both per capitaexpenditures and acres per
1,000 population are gross aggregate measures
which do not relate proximity of residence and
park. Any evaluation of the effect of the proxi-
mate 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 intwo of the three parkswhich wereinves-
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 measuresthat were used. Theseinvolved
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 control element of distance decay.

CONCLUSIONS

Three key questions were posed in thein-
troduction to the chapter. The first question
asked whether parks and open space contrib-
uted to increasing proximate property values.
Results from 25 studies that investigated this
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issue werereviewed and in 20 of them the em-
pirical evidence was supportive.

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

Six of the supportive studiesfurther 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 areaswerelikely 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 valueswerenot likely to be
positivein those caseswhere (i) apark was not
well maintained; (i) apark wasnot easily visi-
ble from nearby streets and, thus, provided op-
portunities for anti-social behavior; and (iii)
the privacy of properties backing onto alinear
park was compromised by park users.

Examination of the five studies that did
not support the proximate principle suggested
that in four of those casesthe ambivalent find-
ings may be attributable to methodological
limitations.

The second question posed in theintroduc-
tion related to the magnitude of the proximate
effect. A definitive generalizable answer isnot
feasible given the substantial variation in both
the size, usage and design of park landsin the
studies, and the disparity in the residential ar-
eas around them which were investigated.
However, some point of departure based onthe

findings reported here is needed for decision-
makers in communities that try to adapt these
resultsto their local context. To meet thisneed,
itissuggested that a positiveimpact of 20% on
property values abutting or fronting a passive
park area is areasonable starting point guide-
line. If the park is large (say over 25 acres),
well-maintained, attractive, and its use is
mainly passive, then this figureislikely to be
low. If it is small and embraces some active
use, thenthisguidelineislikely to be high. If it
is a heavily used park incorporating such rec-
reation facilities as athletic fields or a swim-
ming pool, then the proximate val ue increment
may be minimal on abutting propertiesbut may
reach 10% on properties two or three blocks
away.

The diversity of the study contexts aso
makes it nonfeasible to offer a generaizable
definitive answer to thefinal question posedin
the introduction concerned with the distance
over which the proximate impact of park land
and open space extends. However, there ap-
peared to be wide agreement that it had sub-
stantial impact up to 500 feet and that in the
case of community sized parksit extended out
to 2,000 feet. Few studies tried to identify im-
pacts beyond that distance because of the com-
pounding complexity created by other poten-
tially influencing variables, which increases as
distancefrom apark increases. Nevertheless, in
the case of these larger parks there was evi-
dence to suggest impact beyond this artificial
peripheral boundary, since the catchment area
from which users came extended beyond it.
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CHAPTER 4

THE RELATIVE SERVICE COST EFFICIENCIES

OF PARKS AND OPEN SPACE:

Findings from Cost of Community Services Analyses

INTRODUCTION

The positions espoused in Figure 4-1 by
the two sides debating the relative economic
merits of using land for development or for
park land and open space, are echoed in com-
munities across the country. 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 revenues. This conven-
tional wisdomisreinforced by devel operswho
claim their projects “pay for themselves and
then some.” They exhort that their projectswill
increase the municipal tax base and thereby
lower each individual’ s property tax payments.

This myth resides deep in the American
psyche and frequently hasthwarted the conser-
vation efforts of park and open space advo-
cates. However, the reduction in financial aid
from intergovernmental transfers and the on-
going resistance of residents to tax increases
has caused some elected officials to scrutinize
this conventional wisdom more carefully. This

has led to investment in fiscal impact analyses
and cost of community services (COCS) analy-
Ses.

Fiscal impact analyses are concerned with
the future fiscal impacts on a community of a
specific proposed development, while cost of
community services analyses relate to the cur-
rent fiscal situation in an entire community.
COCS studies do not predict the future impact
of decisions, which is the goal of traditional
fiscal impact analysis. Rather, they assess cur-
rent conditions based on existing budgets and
real dollars. Inthisway, they provide hindsight
from past land use decisions.' The findings
from these two types of analyses have chal-
lenged the historical view that more develop-
ment generates more net revenue for munici-
palities.

COCS anayses consistently report that
over awide range of residential densities, and
especially inrapidly growing communities, the
public costs associated with residential devel-
opment exceed the public revenuesthat accrue
fromit. Thetraditional belief that development
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Figure4-1 Controversy at City Hall: Open Space or Development

The gavel came down upon the desk with aloud, resonating thump, which immediately brought si-
lenceto the small but crowded room. Asthedin of voicesfaded into awhisper 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 belong and tiresome, the mayor roseto
address hisfellow councilmen and the anxious crowd. “ The purpose of tonight’s meeting isto discuss
the possible acquisition by this community of property known as the Scenic View Farm.

“Asmost 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. | realized that the potential
acquisition is controversial; therefore, all those who desire to speak will be given an opportunity to be
heard.”

Immediately ahand rosein the audience. At agesture from the mayor, awoman rose and stated,
“My nameis Pauline Smedley. | live on Anderson Road and | 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. Thisacquisition would result in atax increase sincethe
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 al 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.

“Y our Honor,” avoice from the other side of the room called out. “1’d like to present an opposing

ayor. “My nameisJoe Tucker,” the second speaker said.
“1 represent the Citizens for a Quality Environment of Hometown, and we fully support the Scenic
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’ snot true that more development isthe 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 servicesto the de-
vel opment than the community would receivein 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
yearsto 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 itsdecision until its
members had sufficient information to fully eval uate the economi ¢ aspects of the proposed acquisition.

Source:  Adapted from Darryl F. Caputo (1979) Open space pays: The socioenvironomics of open
space preservation. Morristown, New Jersey: New Jersey Conservation Foundation

paysitsway is being discarded. The emerging generate sufficient tax payments to pay their
prevailing view isthat few developments gen- way.
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The people who reside in developments
require services. Natural parksand open space
require few public services -- no roads, no
schools, no sewage, no solid waste disposal, no
water, and minimal fire and police protection.
Thisdifferencein cost of service provisionwas
documented in the city of Boulder, Colorado
where it was found that the city’s costs of ser-
vicing non-open space areas exceeded $2500
per acre, whereas the costs associated with
open spaceinthecity were only $75 per acre --
less than 3% the cost of non-open space.’

The way in which land is used in a com-
munity affects the level of taxes paid by resi-
dents 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 studentsin thelocal school dis-
trict, the size and number of school
buildings, the number of teachers, and
the taxes and tax rates the school dis-
trict levies... Identifying the impacts
of different land uses helps identify
what types of land development and
uses should be encouraged in a mu-
nicipality, and what types should be
treated cautiously (p.1).2

The purpose of this chapter is to expose
the development myth by reviewing the sub-
stantial number of empirical findingsthat have
been reported on thisissue. The general thesis
examined hereisthat park and open spaceland
is less costly for public agencies to maintain
and operate than residential property. Thisisa
long-term benefit of preserving open space
whichisnot usually reflected in market valua-
tionsof land, since valuations generally reflect
only the short-term benefit of land.

THE NEW MUNICIPAL MATH

In 1956, Mr. Roland B Greeley, whowasa
member of the faculty of City and Regional
Planning at the Massachusetts Institute of
Technology and a private planning consultant,
wrote aletter to the Lexington, Massachusetts
Minute Man. Theletter isreproduced in Figure
4-2. 1t has been suggested that thisletter was a
benchmark representing the genesis of a*“ new
municipal math” recognizing that the public
costs needed to service a development usually
exceed the tax income accruing from it.* Evi-
dence in that era from other case studies pro-
vided momentum for the new municipal math
movement:

The village of Mamaroneck, New Y ork,
reported that building a large post-war
garden apartment block on vacant land re-
sulted in higher taxesfor 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 taxpayerspaid the dif-
ference.

In the town of Yorktown, Westchester
County, New Y ork, it wasfound that each
dwelling paid $100 lessinrea estatetaxes
than it received in municipal services. The
staff calculated that the acquisition of a
public park, including theloss of tax reve-
nue from the vacant land, the purchase
cost and the maintenance cost, would re-
sult in a 15 percent lower annual cost to
the Town than if the land were devel oped
with houses.”

When Robert M oses, as Commissioner of
Parksfor New Y ork, announced hisinten-
tion to purchase 1,426 acresin LIoyd Har-
bor, New Y ork for anew state park, many
residents complained about theland going
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off the tax rolls and persuaded the village land were to be used for residential devel-
to hire consultants to assess the fiscal im- opment, which was the most likely
pact. They reported that loss of this land aternative scenario, they concluded the
from the tax roll would increase taxes by tax rate would go up to $21.64, an
20% from $14.33 to $16.91 per hundred increase nearly three times greater.*

dollars assessed valuation. However, if the

Figure4-2 The Genesis of the“New” Municipal Math: Mr. Roland Greeley’ s Letter to the
Editor

April 19, 1956
To the Editor:

There seemsto be widespread concern about Lexington’ srate of growth. | submit below the crude
outlines of a process for restraining such growth | wish the Planning Board would consider serioudly.
Perhapsthey aready have; or perhapsthey will wish to appoint aspecial committeeto 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 sg. 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 undevel oped land in the Town (the total areaof the Town isabout 10,000), selecting the areaswhich
are least accessible, 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 exorbitant prices for the land, the total cost, spread over a twenty year period, should not exceed
$75,000 per year, including the loss of tax income from the raw land.

Second, we would derive significant financial savings. Judging from post-war experiences, each
new home payson the order of $400 per year in taxes. If we assumethat such homesaverageonly 1-1%
school children per family, then the cost of schooling aloneisequal to, or exceeds, the taxes paid during
thefirst 15 or 20 years of the dwelling’ s existence. Thusthe costs of school construction, sewers, drain-
age, 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 properties concerned. Thusthe 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 asthose 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, becomejust as great assetsin the total Met-
ropolitan areaas 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 desir-
ableto allow someresidential areasin the Town to devel op at somewhat higher densities, and thusmore
efficiently. If this proves to be the case, we could eventually absorb the same amount of additional
growth, but at aslower rate and in amore economical and desirable pattern. If not, then we will befor-
tunate enough to have acted before it was too late.
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Fourth, we would be guaranteeing the future existence of real open spacesthroughout the Town—
open spaces which need not be maintained (except for fire protection), but which would count signifi-
cantly asfar asamenity, appearance, and casua use are concerned; and which would count significantly,
| 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 dis-
posed of at aprofit. Personally | doubt if wewould be willing to dispose of it at any pricein the future.

If | interpret citizen attitudes correctly, aprocedure of buying up open space reserveswould obtain
for nearly all of usthe very pattern of development in the Town which we want most. And at the same
time, for aninitial expenditure of amillion dollars (the cost of one school), wewould have avery good
chance of making anet profit (through reduction in Town expenses) of at |east aquarter million dollars

ayear.
Sincerely,

Roland B. Gredley

Source:

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 initslandmark report inthe
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
servicesthanisreturned in new taxes.
Thus, in many instances, placing the
land in recreation use may prevent a
drain on the community’s finances
while engineering along-termrise in
surrounding property values (p. 75).°

These early observations have been confirmed
in recent years by many of the findings re-
ported in the increasingly sophisticated fiscal

Reproduced in Charles E. Little (1969) Challenge of the land. New Y ork: Pergamon Press.

impact and COCS analyses that have been un-
dertaken by numerous governmental entities.

The ascendancy of thisviewpoint hasbeen
reinforced by two other factors.” First, the cli-
mate of fiscal austerity, that is characteristic of
many jurisdictions, has made local officials
more receptive to techniques which may pro-
tect them against new spending and tax pres-
sures. Second, therise of antigrowth sentiment
in a growing number of communities has en-
hanced the political plausibility of techniques
that encourage growth control. These factors
are gradually shifting the burdens of fiscal
proof from the opponents to the advocates of
growth.

COST OF COMMUNITY SERVICES ANALYSIS
PROCEDURES

COCS anaysisdeterminesthe overal fis-
cal contribution of current land usesto acom-
munity. It assesses the costs incurred by, and



72 The Impact of Parks and Open Space on Property Values

the revenues accruing to, a given public
jurisdiction from different types of land usein
agiven time period, usualy ayear. A premise
underlying the commissioning of these analy-
sesisthat the past can serve as a prologue for
guiding future land use decisions when deci-
sion makersreview the effects of past actions.
COCS and fiscal impact studies have been
used as planning tools for over 50 years, but
from the perspective of park and open space
advocates they had two critical limitations.
First, they typicaly did not include parks and
open space. Apparently, it was assumed that
undevel oped land had no substantial economic
value. Second, they were expensive, costing
over $50,000 to commi ssion which made them
non-feasible in many small communities.?

To address these issues, the American
Farmland Trust in the mid-1980s developed a
relatively inexpensive procedure for assessing
the costs and revenues of community services
associated with different land uses which in-

cluded open space. The broad categories of
land that are used in evaluations sponsored by
the American Farmland Trust are: residential
development, commercial/industrial develop-
ment, and farmland/forestland/open space. The
five stages involved in undertaking these
analyses are described in the following para-

graphs.’

Sage 1. Ascertain the service categories used
in the community’s budget for the year of in-
terest. 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 amunicipality in Massachu-
setts was allocated among these categories is
shownin Table 4-1.

Table4-1 Municipal Expenditures by Land Use Category

Commercial /

Farm / Open

SeviceAre Ez;geg;rtlﬂfles E)ngnu;?uarl% Expsea?j(i:?ur% Explr?giatlureﬁ
Education 12,899,906 0 0 12,899,906
Genera 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
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Sage 2. Allocatetotal municipal expenditures
to the selected land use categories. Thisisthe
most difficult stage in the procedure and is
likely to require extensive discussion with mu-
nicipa officials. Careful definition of the use
categories is essential. For example, open
space may be defined to include forests, fields,
agricultural lands, parks, recreational lands,
vacant land of more than (say) two acres, and
residentially zoned land not built upon. Table
4-1 showsthat in thiscommunity, almost 92%
of total expenditures were attributable to
residential land.

Sage 3. Categorize municipal revenues by
sources. The categories most commonly used
are property taxes, sales taxes, local receipts,
state aid and federal aid. In the Massachusetts
community used here to illustrate the fiscal
impact analysis procedure, the sales taxes and
federal aid categorieswere subsumed under the
heading “ other sources’ (Table 4-2).

Stage 4. Allocate municipal revenues to the

land use categories. Property tax allocations
can be derived from the tax assessor’ srecords.
In many communities, much of the state aid is
associated with schools and is formula based
on number of pupils, so it is attributable to
residential development. Much of thelocal re-
ceipts revenue will be derived from recreation
fees and similar activities attributable to resi-
dential development, while sales taxes derive
primarily from commercial land uses.

Sage 5. Compare revenues to expenditures
for each land use category. A comparison of
thedatain Tables4-1and 4-2isshownin Ta
ble4-3. Thedatain thisexample show adeficit
in the residential category of approximately
5%, so for every $1 of income residential de-
velopment yields, it costs the municipality
$1.05 to service it. In contrast, every $1 of
revenue accruing from the open space cate-
gory, requires only 30 centsin cost of service.

A detailed discussion of how the data are
collected and analyzed at each of these stepsis

Table4-2 Municipal Revenues by Land Use Category

Commercial /

goetgii RFSj/ ﬁ?jtgl Industrial spl;?:remR/eegneSeﬁ 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
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Table4-3 A Comparison of Revenues and Expenditures

Commercial /

Farm / Open

Source of Revenues Residential . Total
Industrial space
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
Retlos 1:1.05 1:0.42 1:0.30
($Revenues. $Costs) " e h

beyond the scope of this publication. A general
description of how to do these studies was pro-
vided by the American Farmland Trust in
1993."° The methodology is continually being
refined, so this initial publication should be
read in conjunction with the Trust's most re-
cent report on COCS.*

The approach givesasnapshot of thefiscal
implications of land use based on current costs
and revenues. The procedure is designed to
supply enough information for people to rec-
ognize the potential positive fiscal impact of
parks and open space. One outcome that some-
times emerges from these relatively simple
studiesisrecognition of a need to commission
more expensive studies that offer greater so-
phistication and embrace fiscal impact projec-
tions of future built-out scenariosin acommu-
nity.

A limitation of COCS analysesis that of -
ten they do not recognize the interconnected-
ness of some land uses. For example, the net
impact of commercia / industrial land use is
invariably shown to be positivein COCS stud-
ies, but this ignores any net deficit cost that
may beincurred from providing servicesto ad-
ditional residences needed to house employees
associated with it. Alternatively, aresidential

development that shows a fiscal deficit, pro-
vides customersfor businessesinthearea. This
islikely to increase business sales, which may
enhance the underlying value of their property
and result in anincreasein property taxesfrom
that source.™

There are three major difficultiesinherent
in COCS analyses which suggest that their re-
sults should be viewed with caution. First, the
validity of COCS analyses depends on the va-
lidity of their methodology and assumptions. It
isdifficult to“unbundl€’ or disaggregate costs
and revenues so they are accurately allocated to
the selected expenditure categories, because
municipal recordsdo not alocate revenuesand
expenditures by land-use. Different alocation
decisions may lead to substantially different
outcomes. The following report extract illus-
trates the types of challenges involved:

Of al expenditures, those in Public
Works were the toughest to assign.
Thiswas especially true of highways.
If information was available on the
types of vehiclesusing roads, the fre-
guency of trips and the intensity of
travel, these were used. The toll of
heavy equipment might be allocated
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to Commercia or Industrial sectors.
Tractorsand milk-truck road usewere
charged to Farm and Open Land.
Garbage disposal was treated the
sameway. Dump permitswereeva u-
ated and records searched to deter-
mine which sectors received public-
waste removal services.®

Second, COCS analysestend to focus on aver-
age costs instead of the marginal, or incre-
mental costs and revenues associated with new
development.” Economists point out that mar-
ginal costs and revenues are the more relevant
measure and that they may differ widely from
average costs and revenues. Thus, for example,
“ Service expansion may be unusually costly in
areasthat already are built-up, that are remote,
or that have difficult topography. It may beless
expensive than average in areas that have ex-
cess service capacity or favorabletopography”
(p.7).” Third, the broad allocation of costs
among only three or four land-uses produces
generalized results that may be misleading:

For example, elderly housing does not
require educational services from the
town to the same extent as single-
family dwellingsnormally do. Thus, a
retirement community (or a summer
community) should have different
expense/cost ratios than does a bed-
room community. Some classifica
tions are more difficult to make than
others. A single-family residenceona
lot that exactly meets the minimum
zoning requirements is easily classi-
fied as residential, but the allocation
becomesmoredifficultif thehouseis
surrounded by 25 acres of land. Even
though thereis sufficient excess acre-
age to classify it as an open space
parcel, the property is legally aresi-
dential parcel (p. 9).? [It would be

considered residential in the Ameri-
can Farmland Trust studies]

It has been suggested that the greatest
benefit of COCS and fiscal impact analyses:

may be in prompting a reassessment
of the ‘conventional wisdom’ about
the economic consequences of devel-
opment and conservation. Fiscal im-
pact analysiswill not by itself answer
the question of whether a particular
parcel of land should be preserved as
open space or devel oped. However, it
can help frame the discussion and
lead to more informed decisions by
policymakers, conservationists and
the public(p.6)."

Table 4-4 lists the results of studies that
have used the American Farmland Trust’s ap-
proach to COCS. The studies were undertaken
by 26 different research teamsin 18 different
states. The main commonality among the stud-
ies is that most of the selected communities
were relatively small and incorporated farm-
land in their tax base.

Given the diversity of locations and re-
search teamsinvolved, theresultsare 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 devel opment
and recommend attracting commercia 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
use. These elements traditionally have been
omitted from fiscal impact analyses.
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Table4-4 Summary of Cost of Community Services Study Results

Residential Combined

State Town including Commercial 'g‘:)gnviogn&:
farm houses & Industria
Connecticut Bolton™ 1:1.05 1:0.23 1:0.50
Durham®? 1:1.07 1:0.27 1:0.23
Farmi ngton12 1:1.33 1:0.32 1:031
Hebron™ 1:1.06 1:0.47 1:0.43
Litchfield™ 1:1.11 1:0.34 1:0.34
Pomfret'? 1:1.06 1:0.27 1:0.86
Idaho Canyon County™® 1:1.08 1:0.79 1:054
CassiaCounty16 1:1.19 1:0.87 1:041
Kentucky L exington-Fayette County” 1:1.64 1:0.22 1:0.93
Maine Bethel*’ 1:1.29 1:0.59 1:0.06
Maryland Carroll County™® 1:1.15 1:0.48 1:0.45
Cecil County™ 1:1.12 1:0.28 1:037
Frederick County® 1:1.14 1:0.50 1:0.53
M assachusetts Agatwam8 1:1.05 1:044 1:031
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
Gill® 1:1.15 1:043 1:0.38
Leverett™ 1:1.15 1:0.29 1:0.25
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
Minnesota Farmington® 1:1.02 1:0.79 1:0.77
Lake Elmo® 1:1.07 1:0.20 1:0.27
Independence®™ 1:1.03 1:0.19 1:0.47
Montana Gallatin County®* 1:1.45 1:0.16 1:0.25
New Hampshire Deerfield® 1:1.15 1:0.22 1:0.35
Dover® 1:1.15 1:0.63 1:0.94
Exeter?’ 1:1.07 1:0.40 1:0.82
Fremont® 1:1.04 1:094 1:0.36
Stratham?® 1:1.15 1:0.19 1:0.40
New Jersey Freehold Township® 1:151 1:0.17 1:0.33
Holmdel Township®® 1:1.38 1:0.21 1:0.66
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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*! 1:151 1: 0.27 1:0.31
Farmington® 1:1.22 1: 0.27 1:0.72
Fishkill?® 1:1.23 1:031 1:0.74
Hector™ 1:1.30 1:0.15 1:0.28
Kinderhook® 1:1.05 1:021 1:0.17
Montour®* 1:1.50 1:0.28 1:0.29
Northeast™ 1:1.36 1:0.29 1:0.21
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
Pennsylvania  Allegheny Township® 1:1.06 1:0.14 1:0.13
Bedminister 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
Maiden Creek Township® 1:1.28 1:011 1:0.06
Richmond Township™® 1:1.24 1:0.09 1:0.04
Stewardson Township®’ 1:2.11 1:0.23 1:0.31
Straban Township® 1:1.10 1:0.16 1:0.06
Sweden Township® 1:1.38 1:0.07 1:0.08
Rhode Island Hopkinton™ 1:1.08 1:0.31 1:031
Little Compton™ 1:1.05 1:0.56 1:0.37
West Greenwich™ 1:1.46 1:0.40 1:0.46
Utah Cache County™ 1:1.27 1:0.25 1:057
Sevier County® 1:1.11 1:0.31 1:0.99
Utah County™® 1:1.23 1:0.26 1:0.82
Virginia Clarke County™ 1:1.26 1:021 1:0.15
Culpepper County*? 1:1.25 1:0.19 1:0.19
Northampton County*® 1:1.13 1:097 1:0.23
Washington Skagit County™ 1:1.25 1:0.30 1:051
Wisconsin Dunn® 1:1.06 1:0.29 1:0.18

Source: American Farmland Trust. Farmland Information Center, Technical Assistance Division, Northampton, MA
01060. Web:www.farmlandinfo.org. March 2000.
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Source: American Farmland Trust, Farmland Information Center, Technical

Assistance Division, Northampton, MA.

Figure4-3 The Median Cost, per Dollar Revenue Raised, to Provide Public Servicesto Dif-

ferent Land Uses (n=58 Communities)

A summary of theresultsreportedin Table
4-4isprovided in Figure 4-3. It showsthe me-
dian cost per dollar of revenue raised to pro-
vide public servicesto each of thethree differ-
ent land uses. Thus, for every $1 million in tax
revenues these communities received from
farm/forest/open space uses and from indus-
trial/commercial uses, the median amount they
had to expend was only $370,000 and
$290,000, respectively, to provide them with
public services. In contrast, for every $1 mil-
lion received in revenues from residential de-
velopments, the median amount the communi-
ties had to expend to service them was
$1,150,000. 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
islikely to exacerbate them.

A more detailed review of the COCS and
fiscal impact case studiesrevealed three useful
additional insights. First, communities with
larger and rapidly growing populations ap-
peared to experience greater net deficits on
their residential land than did communities
with smaller, more stable populations. Thisis
exemplified in Figure 4-4 which describes the
consequences of rapid growth in the 1980s on
theisland of Nantucket, M assachusetts.

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-
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Figure4-4 The Fiscal Impact of Development on Nantucket

Theisland of Nantucket in Massachusetts experienced a building boom in thel980s 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. Y et town revenues could not keep up with the expen-
diture 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 dwellingsdid 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 thisannual debt payment. By 1988, the town spent more to serviceitsloansthan for educa
tion.

Furthermore, this situation was expected to worsen, if rapid devel opment 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. Thisincreased indebtedness would double the an-
nual debt service costs.

Excessive devel opment was escal ating taxes while overburdening town services. Nantucket' stax-
payers could not afford to stay on this course. The study which derived these data was commissioned
from RK G Associates of Durham, NH and Boston, MA. Their detailed analysis of Nantucket’ s economy
spelled out why the island’ s growth had to be managed. According to the study’ s findings, the costs of
excessive devel opment outweighed its possible benefits. For example, new construction did not com-
pensate the town for the cost of maintaining its municipal infrastructure. Therefore, the current taxpay-
ers subsidized housing devel opment. The RKG Associates report hel ped dispel the myth that thetown’ 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 servicesto anew dwelling than the tax revenues
received from that unit. In the end the excessive devel opment of the 1980s was detrimental to the qual-
ity of life; to the natural resources of the island; and to the fiscal well-being of the residents.

Source:  Adapted from Nantucket Land Council Inc. (1989). Balancing today’ s development and to-

morrow’ staxes. Nantucket, MA: Nantucket Land Council.

company new residential development. Such
communities have no commercial/industrial
base to mitigate the costs of servicing new
residential developments, making substantial
tax increasesto existing residentsamost inevi-
table.

Second, the use of a broad residential de-
velopment category which was adopted in all
of these studies, often obscures substantial dif-
ferences within it. Thus, many studies have
shown that the more sprawling the growth, the

higher the cost.® For example, in Wright
County, Minnesota, the net annual deficit be-
tween taxes paid and the cost of services re-
quired was found to be $490 for developed
home lots larger than one acre, and $114 for
quarter acre lots.®® Similarly, in a study of
Loudoin County, Virginia, which isthe fastest
growing county in the Washington, D.C. area,
it was found that public costs were approxi-
mately three times higher ($2,200) per dwell-
ing where the density was one unit per five
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acres, than where the density was 4-5 units per
acre ($700 per dwelling).*’ This reflects the
increased costs associated with such servicesas
school buses, emergency service response
times, road provison and repairs, garbage
pick-up, and utilities when homes are spread
out.

While spraw! often contributesto net defi-
Cits so, on the other hand, do lower-rent apart-
mentsand larger (four and five bedroom) hous-
ing units tend to result in a net fiscal deficit.
This occurs because the dominant cost centers
of local governments are education and social
service expenditures. Together these two cost
centers on average account for approximately
50% of local government expenditures.**

Building on this observation, a third in-
sight was the mgjor role of education in ac-
counting for the residentia property deficits.
Theimpact on school costsisespecially perni-
cious because in many statesthe subsidy that a
local school district receivesfrom the state de-
clines as assessed valuations in the district in-
crease. Thismeansthat the deficit fiscal impact
of residential property is accentuated, because
by increasing the tax base it triggers reduction
intherevenuethat school districtsreceivefrom
the state.

Parks and Open Space Implications

The data from these empirica studies,
group publicly owned parks and open space
with privately owned agricultural land, forest
land and vacant lots. However, the revenue
implications associated with this non-
developed land are quite different in the public
and private sectors. Revenues accruing to the
city from publicly owned land are likely to be
minimal -- l[imited 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 taxesarelow, they still yield sometax
revenue to the community.

Residentia development isthe most com-
mon alternate use proposed for potential park
and open space lands. Thus, because only
nominal revenueislikely to accruefrom 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
apark or as open space be greater than the net
costs associated with servicing a residential
development that may be constructed on that

Figure4-5 An Illustrative Comparison of the Net Cost of Serving a Residential Development

and a Natural Park Area

On the 50-acre site (Figure 1-1), assume a density of three homes per acre and a property tax rate
(school district, city, county et al.) of 224 of market value on these $200,000 homes. Thus, annual
property tax revenue equals $750,000 (50 x 3 x $5,000).

Assumethat the cost of servicing these residencesis 15% higher than the property taxesreceived (Fig-
ure 4-3). Thus, the annual net loss to the community for servicing this residential development is

$112,500 ([(115 + 100) x $750,000] - $750,000).

If the operation and maintenance cost of the 50-acre natural park islower than $112,500 per year, then it
is aless expensive option to service than the housing devel opment on the same site.
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site?’ Evidence in the previous three chapters
of this monograph suggests that the purchase
cost 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.

Figure 4-5 uses the 50 acre natural park
sitedescribed in Chapter 1 (Figure 1-1) and the
data summarized in Figure 4-3, to illustrate
how to undertake the comparativefiscal impact
analysis. In the context provided, the illustra-
tion suggests that if the annual cost of main-
taining and operating the natural park is less
than $112,500, 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, investment in parks and open
space does not incur the externality costs that
accompany residential development -- traffic

congestion, noise, crime, pollution, infrastruc-
ture deterioration, and changes in community
character. The COCS methodology does not
include quantification of the costs of these ex-
ternalities, but presumably they add to the ap-
peal of using land for open space rather than
developing it.

These kinds of analyses have caused some
communitiesto consider purchasing land rather
than incurring the losses likely to accrue from
development. Examplesof thisaredescribedin
Figures4-6 and 4-7. Another example occurred
in Wayland, Massachusettswhereit wasfound
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. Thisrepresented a$7.75in-
crease in the tax rate. On the other hand, pur-
chasing the property would only add $4.25 to
the tax rate.®

Figure4-6 Fiscal Anaysisof the Relative Impact for Alternative Land Uses of a 720 Acre

Farm in Mansfield Township, New Jersey

When a 720 acre farm property became availablefor sale, the Mansfield Township’s zoning ordi-
nance would have permitted 300 units of small, clustered housing to be developed on the site. The aver-
age 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 con-

cluded:

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 devel opment rights of the 720 acre farm was $10.4 million. The public
investment for the devel opment rights could be offset in lessthan 15 years by avoiding the higher costs
associated with devel opment 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 goa of farmland preservation. In
contrast, the cost of services for aresidentia development would continue forever.

Source:

Adapted from Association of New Jersey Environmental Commissions (1996). Open spaceisa

good investment: The financial argument for open space preservation. Menham, New Jersey.
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Figure4-7 The Pittsford Solution

In 1998, the American Planning Association recognized the innovative conservation action taken
by the Town of Pittsford, New Y ork, located seven miles south-east of Rochester, by awarding thetown
itsannual 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 groups sessions, resulted in acommu-
nity consensus that they wanted to preserve these central features of thetown’s character. The outcome
was development of a precedent-setting plan for permanently protecting its greenspaces that the Ameri-
can Planning Association considered to be “exemplary.”

A key element in their decision process wasthe results of afiscal impact analysiswhich predicted
future tax rates based upon the costs and revenues associated with future land-use patterns. The fiscal
impact analysis revealed the following:

. If thetown did nothing, the typical household would pay increased taxes of severa hundred dollars
per year to support growth.

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 ahouse equalsthe cost of community servicesattributableto a

new home.

Increased commercial development could decrease future tax increases.

The break-even cost for the town to purchase devel opment 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 abond to purchase the development rights for an acre equal s the addi-
tional 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. Therevised plan included purchase of conser-
vation easements on important farmland and open space resources, coupled with a policy of creating
several enhanced economic development sitesfor commercial and light industrial business expansion.

The fiscal impact analysis showed that protection of open space, including purchase of devel op-
ment rights, would cost taxpayers|ess per year for support of community servicesthan full build-out of
the town. Thisfinding did not mean that there should be no further development. It meant that afiscal
bal ance could be achieved through a strategy that promoted a variety of housing types, recognized the
need for the devel opment of economic land uses, and preserved open space. Using thefiscal model asa
planning tool, the targets for land preservation and devel opment 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:

Purchase of development rights on 1,200 acres

Incentive zoning (transfer of development rights) on 200-plus acres

Mandatory clustering protecting 600-plus acres.

The purchase of development rights program protecting 1,200 acres was directed at seven
farms. The average cost to ahomeowner of the purchases was approximately $50 per year. 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 thisland. Avoiding these tax costs saved the average homeowner about $5,000 over the
life of the bonds issued to purchase the devel opment rights which were acquired at an average price of
$9,000 per acre.

Source:  John J. Behan (1999) Pittsford’s Greenprint Initiative Planners' Casebook Spring/Summer.
Published by the American Institute of Certified Planners
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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 servicesthat will haveto be
provided to different categories of land use”
(p.9)%® The costs and benefits of parks and
open space have largely been ignored by fiscal
impact studiesin the past. The results reported
here provide evidence of the need to include
parks and open space in the fiscal and eco-
nomic discourse.

The procedures used in these studieswere
intended by the American Farmland Trust to
“simplify” the complex and expensive process
involved in undertaking traditional fiscal im-
pact analyses. The trade-off using the smpler
procedures is some reduction in level of accu-
racy. However, the consistency of the results,
and the magnitude of differences between resi-
dential and open space use, is so striking that
debate over nuancesin the methodology isren-
dered redundant. The evidence clearly indi-
cates that preserving open space can be aless
expensive alternative to development. The
conclusion is that a strategy of conserving
parks and open space is not contrary to acom-
munity’s economic health, but rather isan in-
tegral part of it.

These types of findings provide park ad-
vocateswith acredible entréinto 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.

Burchell and Listokin, who have been do-
ing fiscal impact analysesfor over two decades

and have published the most influential materi-
alsduring thistime period, developed ahierar-
chy of the fiscal impacts of different land
uses.” It ranged from research office parks at
the top (highest net fiscal surplus) to mobile
homes at the bottom (highest net fiscal deficit).
In this hierarchy, they placed open space and
undevel oped or unimproved land inthe middle,
just above the break-even line for municipal
budgets.

Theintent in this chapter is not to suggest
that onetype of development isasuperior land
use to another, because some combination of
al three land uses (residential, commer-
cia/industrial, and open space) is needed in
viable communities. Rather, the intent is to
point out that using land for parks and open
spaceisrelevant to discussions concerned with
enhancing a community’s fiscal health. The
goal isnot to prevent growth, but to encourage
a balance between development and open
space which tends to get lost without these
types of analyses. These types of studies mod-
eratethedialog by giving parks and open space
a higher profile in the economic development
debate.
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CHAPTER 5

In the 1990s, there was an explosion of in-
terest in devel oping greenways. Greenwaysare
corridors managed for recreation, transporta-
tion and conservation purposes. They canbeas
elaborate as a lengthy, paved hiking-biking-
riding route or as simple, natural, and ecologi-
cally important as a stretch of stream bank left
wild.

Greenwaysare not new. The concept grew
out of the work of Frederick Law Olmsted,
who coined theword parkway in 1865 and was
the designer of some of the nation’ sfirst linear
parks. It evolved from the development of the
Appalachian Trail in 1921, the urban parkways
of the 1930s, and the British concept of green-
belt areas around neighborhoods and commu-
nities. The term greenway is derived from tak-
ing a syllable from the words greenbelt and
parkway.' Theterm first appeared in the 1950s,
but it was brought into common use and given
national prominencein 1987 by the President’s
Commission on Americans Outdoors.

The commission reported that therewas a
clamor for outdoor recreational facilities closer
to home.? Their responsewasavision of asys-

THE EVIDENCE RELATING TO
GREENWAY TRAILS

tem of recreational corridors: “fingersof 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 implement the vision and recom-
mended that “communities establish Green-
ways, corridorsof private and public recreation
lands and waters, to provide peoplewith access
to open spaces close to where they live, and to
link together the rural and urban spacesin the
American landscape” (p. 142). The fire was
ignited, a ground swell of public support
emerged, and greenways have since been de-
veloped on public land or on easements across
private property 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 residentia 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-
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gage today. These recreation roles require the
devel opment of trailsalong the greenways. The
studies reviewed in this chapter address the
impact of these greenway trails on property
values.

The rationale underlying the proposition
that greenway trails may positively influence
property values is different from that associ-
ated with parks. Unlike parks, any added prop-
erty value would not come from the views of
nature or open space which a property owner
enjoys because in most cases, especialy in ur-
ban trail contexts, there are no such vistas.
Rather, any added value derivesfrom accessto
the linear trail. It is a trail’s functionality or
activity potential that confers added value, not
the panorama of attractive open space.

The suggestion that trail access enhances
property valuesis nearly always controversial.
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 economically disadvantaged
residents through a relatively affluent
neighborhood, then the trail may be supported

Figure5-1 Controversy over Heritage Trail

by the former but resisted by some people in
the latter area

Figure 5-1 refers to the Heritage Trail
which is featured later in this chapter. It isa
typical illustration of the controversiesthat of-
ten erupt when rails-to-trails projects are sug-
gested. In some instances the opposition istoo
strong to surmount but, after five years of per-
sistent struggle, Heritage Trail was completed.
Rather than increasing property values, many
argue that greenway trails will cause them to
decline because they encourage aflow of non-
local people to pass through neighborhoods.
The concern isthat thiswill result in aloss of
privacy, trespass, litter, noise, increased crime
and vandalism, and other problems. Thus,
Mayor Sharon Sayles-Belton, the long-term
mayor of Minneapolis, who has been a staunch
advocate of trails, observed “It has been my
experiencethat after atrail hasbeen put in, the
residents abutting it seek to curtail its public
use.”?

Reactions to the widely acclaimed trall
around the Inner Harbor area in Baltimore il-
lustrate this point. Town houses on the old

The county commissioners held a hearing to take up the question of converting arail right-of-way
into atrail. 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 Dubuqueinto their rural communities. Many had assumed they owned are-
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
trestlesthat crossed and recrossed the Little Makoqueta River, which therail-trail followed along part of
the proposed twenty-six mileroute. All that was needed to scotch the plan, the extremistsfigured, wasa
few crucial missing links, sinceit 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.
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wharfswere constructed with large windows so
occupants could enjoy the harbor views. These
occupants resent peoplewalking on thetrail in
front of their properties, interrupting their pri-
vacy and their views. Controversy of this na
ture was the stimulus for commissioning all of
the studies reviewed in this chapter.

It was anticipated that the research designs
of studies commissioned to address this con-
troversy would take one of two forms:

(1) Identify an existing greenway trail running
through an area and compare property as-
sessments (available at the assessor’s of -
fice) before and after the greenway wases-
tablished to see if there were any differ-
ences, or

(2) Identify acontrol areasimilar in essential
respectsto agreenway trail neighborhood
but without the trail, and compare the dif-
ferences in assessed value of comparable
propertiesin the two areas.

These were the approaches commonly used in
the studiesreviewed in Chapters 3 and 4. How-
ever, in the case of tralls, research of this
nature has not been reported. Instead of exam-
ining trendsin market transactions, eight of the
nine studies reviewed here used attitude and
opinion surveys of homeowners, residents, de-
velopers, and realtors. It was assumed that
these attitudes and opinionsreflected residents

or homeowners' personal experiences, and the
professional expertise of developers and real-
tors. These survey studies are less definitive
and convincing than studies which examine
trends in market transactions. Nevertheless,
until thislatter type of research is undertaken,
such survey results represent the best available
evidence.

The earliest trail impact study was under-
taken in 1978 by the East Bay Regiona Park
District in the San Francisco Bay area* The
owners of 410 residenceswere surveyed. They
werelocated in areas adjacent to either theLa-
fayette-Moraga or the Alameda Creek trails.
The former was devel oped from an abandoned
rail line while the latter was part of a flood
control project. Resultsareshownin Table5-1.
Only 7% and 4% of homeowners on the two
trails believed their property values had been
lowered as aresult of thetrail’ s presence.

Almost a decade went by before another
trail study was undertaken in 1987 in Seattleto
evaluate the effect of the 12 mile Burke-
Gilman Trail on property values and crimein
residences near and adjacent to the trail.> The
trail is 8-10 feet wide and follows an aban-
doned railroad right-of-way. It passes primarily
through residential neighborhoods, but also
through an industrial area, severa neighbor-

Table5-1 Adjacent Residents’ Perceptions of Trail Impacts on Their Property Value (n=410)

Impact of Trail on Property Vaue LaFayette-Moraga Trail Alameda Creek Trail
Increased Value 36% 18%
No Affect 48% 2%
Decreased Value 7% 4%
No Response 9% 6%




92 The Impact of Parks and Open Space on Property Values

hood commercial areas, and the University of
Washington. It links six parks and is used by
5,000 people a day, of whom 80% are bicy-
clists.

The trail was opened in 1979 and it was
assumed after 8 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, and within
one block of the trail; and real estate agents
who bought and sold homes in neighborhoods
near the trail.

Results of the residents’ survey are sum-
marizedin Table 5-2. Three groupsof residents
were surveyed: owners of singlefamily homes
adjacent to the trail; owners of single family
homes within one block of the trail; and own-
ersof condominiumsadjacent to thetrail. They
were asked two questions: (1) did the presence
of the trail make it easier, more difficult or
have no effect on the saleability of their home;
and (2) did the trail increase or decrease the
selling price of the property. These two ques-

tions were subsequently used by most of the
other reported studies reviewed in this chapter
that addressed thisissue.

The datain Table 5-2 show that relatively
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 singlefam-
ily homeownerswho were adjacent to thetrail.
However, the dominant feature of theseresults
isthe large proportion who perceived the trail
to have either aneutral impact or expressed no
opinion. On perceptions of thetrail’ simpact on
house prices, approximately two-thirds of re-
spondents 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 thetrail as
having a positive impact (Table 5-3). None of
the 75 agents surveyed perceived the trail to
have a negative impact on properties located

Table5-2 Results of a Survey of Homeowners on the Burke-Gilman Trail

Impact on Home Sal eability

Impact on House Price

Type of

Homeowner Positive  Neutral  Negative

Response

No Positive Neutral  Negative °
Response

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 adja
cent 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
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Table5-3 Red 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%

43 57 0

within two blocks of the trail but not adjacent
to it. Indeed, their consensus view was that
these properties sold for an average of 6%
more because 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.
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).

Table 5-4 shows results of a study which
reported adjacent residents’ attitudes to the
Root River and the Luce Linetrailsin 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 threetrails
which were formed from rail right-of-ways.”
They were (1) the 26 mile Heritage Trail in
lowa from Dubuque to Dyersville which was
rural; (2) the Tallahasseeto 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 (Table 5-1), and passes through
heavily devel oped, relatively affluent suburban
areas.

Similarly sized samples were drawn of
property ownerswho lived adjacent to thetrail
and those who resided within quarter of amile
but not adjacent to it. In addition, a survey of
25 realtors and appraisers was 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
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Table5-4 Adjacent Residents’ Perceptions of the Impacts of Two Trailson Their Property

Vaue (n=74)

Impact of Trail on Property Value

Root River Trail

LuceLine Trail

Increased Vaue 14% 58%
No Effect 62% 32%
Decreased Vaue 14% 9%
No Response 10% 1%

table 5-5indicate that there wasrel atively little
difference in the trails' perceived impacts on
property values between those living adjacent
and thoseresiding nearby. At the generally ru-
ral Heritageand St. Markstrails, between 73%
and 90% of respondentsreported that thetrails
had no impact on their property values. Along
the urban Lafayette/Moraga Trail, amuch lar-
ger proportion perceived there to be an effect
and most thought it was positive. In total, only
7% of adjacent homeowners and 2% of nearby
residentsthought thetrailslowered the value of
their property.

Overall, redtors and appraisers believed
the trails would have little effect on property
values (increasesor decreasesin value) or sale-
ability (home sells faster or slower). Again,

there was more perception of impact on the
urban Lafayette/Moraga Trail and, in contrast
to property owners, agreater proportion felt it
was negative than believed it was positive.
Buyers concernsabout possiblelossof privacy
was given most frequently asthereason for the
effect.

The Brush Creek Trail in Santa Rosa,
California, isa1.25 mile, 10 feet wide asphalt
hike and bike trail. It had been operating for 9
years when 75 of the 85 homeowners whose
propertieswere adjacent to it wereinterviewed
in 1992.2 The dominant response to the sale-
ability and value questions was “no effect”
(49% and 69%, respectively), while 29% and
20%, respectively, reported a“dight” positive
effect. Only 17% of the sample perceived the

Table5-5 Adjacent and Nearby Owners Opinions about How the Presence of a Trail Affects

the Resale Value of Their Property

Heritage St. Marks L afayette/Moraga Combined
Adjacent  Nearby Adjacent  Nearby Adjacent  Nearby Adjacent Nearby
(n=51) (n=49) (n=107) (n=92) (n=172)  (n=142) (n=330) (n=283)
Lower Value 14% 2% 11% 3% 1% 7% 2%
Increased 14 8 16 53 47 35 31
Vaue
No Effect 73 90 74 44 52 58 67
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Table5-6 Realtors Perceptions about the Effect of Three Trails on Their Property

Heritage (n=17) St. Marks (n=25) LaFayetEeZISM oraga
Type of Impact (n=25)

Positive  Neutra  Negative Positive  Neutra  Negative Positive  Neutra  Negative
Impact on saleability
of homes adjacent to 6%  94% 0% 20%  80% 0% 20%  48% 32%
the trail
Impact on sdleability 12 8 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

trail to have a negative impact on saleability
and 8% on value.

In 1994, the Maryland Greenways Com-
mission funded an analysis of theimpact of the
Northern Central Rail Trail.” Only 7% of the
local brokers, appraisers, developers and tax
assessors who were surveyed believed that the
trail lowered nearby property values. The 63%
who felt it had apositive effect, “ guesstimated”
that it added on average $2,459 to the value of
atypical residence. However, this guesstimate
could not be confirmed in an analysis of actual
market transactionsin the area, because insuf-
ficient property exchanges had occurred in the
vicinity of thetrail sinceit had been developed
for an identifiable pattern to emerge. As was
the case in many of the previous studies dis-
cussed in this chapter, respondents believed
that propertieswithin 1,000 feet of thetrail, but
not abutting it, generally experienced the great-
est positive impacts on value.

Threetrailsinthe metro-Denver areawere
selected in a1995 study sponsored by the Con-
servation Fund and The Colorado State Trails
Progran.’® They were: (1) a section of the

Highline Canal Trail, whichispaved andisthe
most highly used trail in metro-Denver; (2) the
Weir Gulch Trail, whichisasmall paved foot-
path that has evolved into a connector path be-
tween neighborhood parks; and (3) a section of
the Willow Creek Trail, which connects com-
munity 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 prop-
erty values would have occurred.

Following the precedent of previous stud-
ies, data were collected by telephone surveys
from: (1) 26 residents who owned or rented
property adjacent to thetrail; (2) 143 residents
living within one block of thetrail; and (3) 11
real estate agents who did business in metro-
Denver. The results are summarized in Table
5-7. The overal pattern of the data clearly in-
dicate that an insignificant number of respon-
dents perceived the trails to have a negative
impact on the saleability or selling price of the
property. The results from the residents adja-
cent to atrail and the realtors’ sample should
be considered tentative because of the very
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Table5-7 Residents’ and Realtors Perceptions of the Impact of Three Trails on Residential

Property

Impact on Home Sal eability

Impact on House Price

Types of

Homeowner Positive Neutra  Negative

No
Response

o : o
Positive Neutra  Negative Response

Properties

adjacentto a 46% 38% 8%
trail (n=26)
Properties
within a block
of thetrail
(n=143)
Redltors
(n=11)

- Adjacent to
thetrail

- Within 1
block of the 64 36 0
trail

33 50 5

73 18 9

8% 35% 46% 4% 15%

12 33 50 5 12

small sample sizes which means that changes
in only a few cases cause the percentages to
change dramatically. However, the genera pat-
tern among both homeowner groups was to
favor aneutral impact, whilerealtorsfavored a
positive impact.

A mail survey undertaken in 1995 of 145
households located in close proximity to three
greenwaysin Cary, whichisarapidly growing
city in the Research Triangle region of North
Carolina, yielded responsesfrom 109 (75%) of
them.™ The surveyed residencestypically were
single family homes, and residents in one of
the three areas had vociferously opposed de-
velopment of their greenway. Although re-
spondents 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 occur-
rence of these problems was not perceived to
negatively impact property values since 55%

believed that the greenways enhanced the re-
sale value of their property. Only 3% reported
it decreased as a result of the greenway near
their home, whilethe remaining 42% perceived
the greenway to have no effect on their prop-
erty value.

In 1997, the Green Bay-Brown County
Planning Commission in Wisconsin investi-
gated theimpact of Brown County’ s Mountain-
Bay Trail on property values.* The study fo-
cused on the Highridge Estates subdivision in
the Village of Howard. Theinitial phase of the
subdivision was devel oped and anew addition
was currently under development. This study
was particularly significant because unlike pre-
vious studies, it used actual property values
rather than residents’ perceptions. A compari-
son 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, whilethe remaining
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lots (of similar size and character) sold for an
average of $31,400, adifference of $2,800 or 9
percent. In addition to selling for more, thelots
along the trail also sold faster. According to
representatives of the realty companies in-
volved in the development, the lots adjacent to
the trail sold immediately, while the lots fur-
ther away did not sell asfast.

Recognizing what had happened, therealty
companiesdecided to restructure the pricing of
future lots located aong the Mountain-Bay
Trail. Thus, in the addition of Highridge Es-
tates, the averagelot located along thetrail was
priced at $44,900, compared to $35,700 for
dightly larger lots not located along thetrail, a
difference of $9,200 or 26 percent.

The sample sizesin many of these studies
weresmall, but the consistent pattern emerging
from them and the diversity of milieus in
which they were conducted enables a reason-
able level of confidence to be placed in gener-
alizationsdrawn from them. Acrossthe studies
there was broad consensus that trails have no
negative impact on either the saleability of
property (easier or more difficult to sell) or its
value. There was a belief among some, typi-
cally between 20% and 40% of a sample, that
there was a positive impact on saleability and
value. However, the dominant prevailing sen-
timent was that the presence of atrail had no
impact on these issues.

It appears that for most people who reside
adjacent or close to trails, the advantages of
hike and bike accessto other amenitiesand the
opportunities for linear outdoor recreation ac-
tivitiesthat trails provide, are countered by the
increased flow of people and reduced privacy
that trails bring to a neighborhood. This sug-
geststhat the challengefor trail advocatesisto
design trails to alleviate these concerns. The
issue was encapsulated in the following state-

ment:

A home with a trail running very
close behind it with no fencing or
screening could be affected adversaly,
while an identical home with private
trail access across a well screened
yard might be much moredesirable as
a result. Several professionals dis-
cussed the impact of the trails as a
“mixed bag,” where the benefits of
convenient trail accessand living near
undeveloped open space had to be
weighed against someloss 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. I11-15).

Some potential buyers of a property may
havenointerest in hike/biketrailsor linear rec-
reation activities, so for them there is no posi-
tive counterbalance for the potential negative
impacts of privacy loss, peopleflow and noise.
For other potentia buyers, especialy perhaps
those with young children, hiking, biking, and
linear recreation activitiesmay beacentral fea-
ture of their lifestyle, so access to trails far
outweighs the perceived potential negative
outcomes. These dichotomous lifestyles sug-
gest why some are likely to respond positively
to trails, while others remain more circum-
Spect.

Most people intuitively accept that prox-
imity to apark or golf course often has a posi-
tive impact on property, but this acceptance
doesnot extend to trailswhere any added value
accrues from access rather than vista. Thus, it
seems likely that there will be an expanded
number of trail impact studies commissioned
in the coming years reflecting the growth in
greenways development, because some resi-
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dentswill invariably be concerned about their
potential for negative impacts on existing
neighborhoods. Commissioning these studies
isanecessary defensive strategy that greenway
advocates have to support if they areto allevi-
ate the legitimate concerns of neighborhood
opponents.
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CHAPTER 6

THE ANALOGOUS CASE OF GOLF COURSES

There are 16,000 golf courses in the
United States and approximately 2,000 of them
arepart of aresidential development. However,
the trend to incorporate them as central fea-
tures of real estate devel opments accentuated
in the 1990s when almost 1,000 such courses
were constructed, accounting for nearly 50% of
all new coursesin that decade. The acreagere-
quired to make these devel opmentsviable var-
ies. The minimum sizeis about 400 acres (half
golf and half residential), but many consider
this ratio to be marginal. Larger projects of
800-1500 acres allow the devel opersto spread
the cost of the golf course over alarger number
of residential units. However, the disadvantage
of larger projectsisthat theinterest costsof the
money borrowed to undertake the devel opment
escalate asthey have to be carried for alonger
period of time.

Whilethe overal U.S. real estate industry
grew at an annual rate of 2%-3% in the 1990s,
the annual growth rate of developmentswhich
incorporated golf courses approached 10%,
making it one of the hottest sectorsin real es-
tate. Demographic and economic indicators

suggest this trend will continue. The highest
golf participation rates arein the 50-59 age co-
hort. The baby boomers are now entering this
age cohort. They are empty nesters; in their
peak earning years,; close to retirement; and
have the economic security of strong private
pension funds boosted by the unprecedented
increases in the stock market in the late 1990s.
Some developments have an array of other
recreation amenities along with the golf
courses, such as nature trails, jogging and bik-
ing trails, day care centers, fishing lakes,
swimming pools and recreation centers.

THE ANALOGY WITH PARKS

There are two reasons why developersin-
clude golf courses and other amenitiesin their
projects: (1) toincreasetheland valuesin their
development; and (2) to accel erate the absorp-
tion of real estate i.e. to sdll their lots more
quickly. It has been estimated that the broaden-
ing of market appeal and the enhanced image
and ambiancethat agolf course creates, speeds
up overal absorption by 20-30 percent which
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tranglates into higher profitability for the de-
veloper. The developers are not philanthro-
pists! They incorporate these recreational fea-
tures because they generate more revenues for
the developer than it costs to create them.

The appeal of golf course communitiesis
not confined to golfers. Indeed, only approxi-
mately one-third of those who purchase houses
in these developments play golf regularly.! For
the majority of home buyers, the appeal isthe
open space and park-like ambiance that golf
courses provide. A typical response from resi-
dentsis, “It's like living in the country here,
but with access to the city.”?

The enhanced land value derivesfrom two
sources. The first isimage: “Golf is away to
dress up the real estate... The golf course tends
to elevate the image of the community and
people are attracted to image.”? Golf has con-
notations of affluence and prestige, and some
people may seek to enhance their self-esteem
or socia standing by buying into a develop-
ment 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.

The developers strategy mirrors that
which has been advocated by supporters of
public parks and open spacefor over acentury,
i.e. parks and selected recreation features are
an investment not a cost because they generate
more property taxes for a city than it costs to
servicethe annual debt chargesincurredin cre-
ating the amenities. The high visibility, large
number, and success of these golf course de-
velopments demonstrates by analogy to gov-
ernmental stakeholders and decision-makers
that commercial developers implicitly recog-
nize that recreation amenities and park-like

open spaces enhance the surrounding land val -
ues sufficiently to offset their costs of acquisi-
tion and devel opment.

The linkage between golf courses and
parks has been accentuated in recent years by
newer courses accepting greater responsibility
for protecting the natural environment. There
has been growing acknowledgment of the dam-
age golf courses caninflict by denigrating wet-
lands and other types of sensitive areas and us-
ing pesticides, and a recognition that they
should be part of the solution to environmental
problems, rather than creating them. To this
end, the U.S. Golf Association haslinked with
the Audubon Society in an effort to enhance
wildlife habitat through improved resource
management practices on golf courses. In
short, golf courses are becoming more park-
like.

PLANNING AND DESIGN STRATEGIES

Planning and design strategies used by de-
velopers to enhance the value of property
around golf courses are reviewed here because
they may be adapted by public agencies en-
gaged in planning and designing parks to
maximizereal estate valuesif that isan agency
goal.

Alternative Configurations

Five basic golf course configurations are
recognized: core; double fairway, continuous;
doublefairway, returning nines; singlefairway,
continuous; and singlefairway, returning nines.
Theseare shownin Figure 6-1.3 Their potential
for maximizing the value of adjacent real estate
varies and Figure 6-1 reinforces the important
role of “edge” in maximizing real estate front-
age potential.
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The Core Golf Course. In a core course, the
holes are clustered together, either in acon-
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 usualy the least j
expensive to build. However, the only sitesit !
provides for real estate development lieat its
perimeter, and the length of lot frontageis
410,000 feet.

The Single Fairway, Continuousis 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 Sngle Fairway, Returning Nines configuration consists of two loops of returning nines, with
the clubhouse in the center. Most flexible for play, dightly less frontage due to the concentration
of teesand greensfor holes 1, 9, 10, and 18. Length of available lot frontage is 44,000 feet.
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The Doubl e Fa| rway, Continuous conf| guratl on consists of a continuous single loop of adjacent,
paralel fairways. 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 doesasingle

fairway lined by development. Length of available lot frontage is +25,000 feet.

The Double Fairway, Returning Ninesis characterlzed by two ci I‘(;.L-IltS of nine hoié each which
both start and finish at the clubhouse, and both have adjacent parallel fairways. Length of avail-

ablelot frontage is £24,000f eet.

Figure6-1 The Five Basic Golf Course Configurations

The almost rectangular shape of the core
golf courseissimilar 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 bein each others' viewlines. In contrast, the
core course has least potential for real estate
frontage, but the views are likely to be uninter-
rupted 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.

The preferred option in most rea estate
developments is the single fairway returning
nines configuration. This yields amost 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 agame, 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.

The“Windows’ Principle’

Creating “windows” is a design strategy
used to maximize real estate values in golf
coursedevelopments. Itisaprinciplethat cities
may encourage developers to adopt in the vi-
cinity of parksto maximize economic returnto
both the developer and to the city in the form
of increased property taxes.

In traditional golf course developments,
lotswere placed around the entire perimeter of
the course, which locked it off from internal
areas of the project. This isolates the internal
lotsand diminishestheir desirability and value.
“Windows’ are openings in the perimeter of
the golf coursethat, much like awindow inthe
side of abuilding, provide direct views of the
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golf course. They are created by leaving open
spaces at key points along the perimeter of the
course. Making the golf course visible from
interior lots increases the value of portions of
the development that are located at a distance
from the course.

Figure 6-2 contraststhe impact of creating
windows with the traditional ot pattern. Win-
dows are created by locating local interior
roads and cul-de-sacsfrom thewindow into the
interior lots, giving most of the lots on a cul-
de-sac views of, and secondary frontage (i.e.
acrosstheroad) on, thegolf course. At thevery
least, al homeowners have a view of the
course as they drive down the cul-de-sac past
the window. The effect isto make it feel that

TRADITIONAL LOT PATTERN
In the typical layout of golf course communities,
interior lots can be walled off from the golf
course.

the golf course belongs to the whole commu-
nity and contributes an ambiance that benefits
everybody.

Sometimes a developer may have to give
up afew frontage lots to create awindow. But
obtaining premium prices for alarger portion
of the interior lots, more than offsets thisloss.
Roadway windows frequently can be placed at
points along the course where it would be dif-
ficult to fit in perimeter lots - - at drainage
ways, at the outside edges of dogleg golf holes,
and at unusually shaped parcel boundaries.
Such placements minimize the amount of
frontage given up for the window and often
lead to greater efficiency in developing lots
elsewhere on the site.

WINDOWS
Creating windows with views of the course and
developing roads through them gives residents
the fed of truly living in agolf community.

Figure 6-2
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THE BOTTOM LINE

The magnitude of investment in creating a
golf coursevarieswidely 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 |abor and mate-
riasinthe area. However, it is substantial and
the cost of constructing an 18-hole course may
range from $2 million to $8 million. If all the
acreageinaproject issuitable for devel opment
into lots and no floodplain land is involved,
then a developer forfeits the revenue that
would be forthcoming from the sale of lots on
the 150 acres of land needed for the course. If
one-acre lots were sold at $40,000 each, then
the loss to the developer of the 150 acres
would be $6 million. If the developer paid an-
other $4 million to construct the course on this
land, then the total cost would be $10 million.

A larger set of amenities beyond a golf
course results in commensurate increases in
cost. For example, Del Webb Corporation de-
veloped a 5,800 acre master planned subdivi-
sion in Phoenix known as Anthem.® The rec-

Table6-1 Golf Real Estate Premiums

reation amenity package cost the corporation
$77 million. It included two golf courses, a
rock climbing wall, a children’s railroad, a
skating rink, aroller hockey rink, a4 acrefish-
ing lake, a water park, 30 acres of soccer and
softball fields, and an array of parks.

To justify investment on this scale, there
has to be substantial enhanced value of a de-
velopment’ sreal estate. How much value does
agolf course add? Generalizations or averages
obscure substantial variations among courses,
but resultsfrom astudy of master-planned gol f
communities across the United States yielded
the averages shown in Table 6-1.

L ots and houses throughout a golf-course
community bring premiums over comparable
lots/unitsin nongolf devel opments (Table 6-1).
Prime sites fronting on greens or enjoying wa-
ter views or fairway and open-space vistas can
command twice the average fairway-frontage
premium. Nonfrontage property offering views
of the golf course and partia vistas also com-
mands a substantial premium. Even interior
sites located within the gates of a golf-course
community command a slight premium.* Al-
though it is difficult to generalize about the

Lot Vaue Housing Vaue
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

! Aninterior lot in a master-planned community without golf.

2 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.



The Analogous Case of Golf Courses CHAPTER 6 107

magnitude of premiums, in percentage terms
golf’ senhancement of land valuestendsto de-
crease as the base land valuesrise.

When the averagesshownin Table6-1 are
applied to the course configurations shown in
Figure 6-1, thedifficulty of recouping the costs
of agolf course using a core or adouble fair-
way configuration becomes apparent. In Table
6-2 the real estate income accruing from a
double fairwaysreturning nines courseis com-
pared with that from a single fairways return-
ing nines lay-out. The analysis assumes that
75% of the frontage in both casesin usable for
real estate development, and that the premiums
for properties with golf course frontages aver-
age $25,000 for detached homes, $20,000 for
town homes, and $15,000 for garden apart-
ments.

The estimates in Table 6-2 show that the
single fairway returning nines yields substan-
tially moreincome, irrespective of what type of
housing isdevel oped. Theincome estimatesin

Table6-2 are conservative because they do not
include the premiums associated with golf-
view homesites or interior homesites (Table 6-
1). They aso do not show theloan cost savings
that accrue to the developer from selling the
real estate more quickly as aresult of the golf
course. Nevertheless, these estimates do illus-
trate why the single fairway returning nines
configurationispreferred in golf course devel-
opments.

Toreduce costswhileretaining thereal es-
tate premium, some developers have donated
the land for a golf course to a city. For exam-
ple, in response to its request for proposals,
Lee County in Floridareceived offersfrom six
developers willing to donate 150 acres for a
golf course, some of whom also offered to con-
tribute $100,000 for the planning and design of
the course.® In these cases, the municipality
develops the course and operates it. When the
costs of land acquisition are excluded, the
course revenues often are sufficient to cover

Table6-2 Income Advantages of the Single Fairway Returning Nines Course

Double fairway returning
nines with 18,000 feet

Single fairway returning
nines with 33,000 feet

Types of available frontage available frontage Differgnti a
Development ; i Premium
P Possible : Possible - Bonus
Premium Premium
Number of Income Number Income
Units of Units
Detached houses 180 $4,500,000 330 $8,250,000  $3,750,000
(100 feet lots)
Townhouses
(38 feet width) 424 $9,480,000 868  $17,360,000 $7,880,000
Three story garden
apar tm_ent 720 $10,800,000 1,320  $19,800,000  $9,000,000
(40 units of frontage

per 1000 feet)
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operational costsand annual debt charges asso-
ciated with the construction costs. In addition,
the city receivesincreased property taxesfrom
the homes whose values have been enhanced
by their proximity to the course. Indeed, in
someinstances, it may befeasibleto form atax
increment financing district and use the prop-
erty tax premiums to pay the annual construc-
tion debt service costs.
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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 haveto 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 supportislikely 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.

Thereisincreased 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
officias. These benefits are described as indi-
vidual or “private” becausethey accrueonly 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-
encesislikely to bealow priority when meas-
ured against the critica economic, health,
safety and welfare i ssues with which most leg-
islative bodies are confronted.

To justify the allocation of additiona 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) Financ-
ing and Acquiring Park and Recreation Resources, Champaign, Illinois: Human Kinetics.
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an agency’s programs or use its facilities.
There are just three of these public benefits:
economic development; alleviating social
problems; and environmental stewar dship.
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 benefitsismost prominent on ajurisdic-
tion’ s political agenda, and to demonstrate the
agency’ spotential 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
thelevel of taxes that existing residents pay. It
IS seen also asasource of jobs and income that
enables residents to improve their quality of
life. In some communities, park and recreation
agencies play amajor role in economic devel-
opment. That role may take the form of:

(i) Attracting Tourists: Themgjor factor con-
sidered by tourists when they make a decision
which communitiesto visit on a pleasure trip,
isthe attractionsthat are available. In most cit-
ies, those attractions are dominated by facilities
and services operated by park and recreation
agencies and their non-profit partners (parks,
beaches, events, festivals, athletic tournaments,
museums, historical sites, cultura perform-
ances, etc.). Without such attractions, thereis
no tourism.

(i) 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 chooseto liveisoften 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 Americatoday isthe 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-
ra park areas. The enhanced value of these
propertiesresultsin 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 annua debt
chargesrequired to retire the bonds used to ac-
quire and develop the park.

(i) Preventing Youth Crime. The use of park
and recreation programs to aleviate 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 programswhen they are struc-
tured to provide: socia support from adult
leaders; |eadership opportunitiesfor 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. Thereis growing rec-
ognition that the key to curtailing health care
costsliesin 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-
mentsin physical fitnessthrough 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.

(iii) Environmental Stress. Environmental
stress may involve both psychological emo-
tions, such asfrustrations, anger, fear and cop-
ing responses, and associated physiological
responses that use energy and contributeto fa-
tigue. It isexperienced daily by many wholive
or commutein urban or blighted areas. Parksin
urban settings have arestorative effect that re-
leases 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 careislikely to be substantially greater
than the cost of providing and maintaining
parks, urban forestry programs, and oases of
flowers and shrubs.

(iv) Unemployment and Under employment.
Basic psychological needs that many people
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derive from their work are difficult to acquire
when unemployed or working in low-level ser-
vicejobssuch ascashiers, janitorsand cleaners
which are the mgjor growth positions in the
economy. Such needs may include self-esteem,
prestige accruing from peer group recognition,
ego satisfaction of achievement, adesireto be
successful, excitement and self-worth. For the
growing number of people in low level jobs,
these needswill be obtained in their familial or
leisure milieus, or they will not be obtained at
al.

(i) Historical Preservation. Without acultura
history, people arerootless. Preserving histori-
cal remnants offers lingering evidence to re-
mind peopl e of what they once were, who they
are, what they are and where they are. It feeds
their sense of history.

(i) TheNatural Environment. Peopleturnto
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 dependson 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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