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 Cities are Attractive to Youth & Seniors 

 Access to Jobs, Education, Shopping & Recreation 
 Access without owning a car 
 Access without wasting time in traffic 

 
 New England Cities Have Good Bones 

 Good  Street Grid 
 Mixed Uses 
 Interesting Buildings That Can Be Re-Purposed 
 Transit & Connectivity to East-Coast Cities 

 



 
The Springfield-New Haven Line 

 
CT Fastrak 

 



 People are rediscovering cities and transit 
 

 New England has great cities 
 

 New transit services are coming 
 

 CAN YOU GO TO SLEEP, CONFIDENT THAT 
DEMOGRAPHIC  TRENDS & TRANSIT 
INVESTMENTS WILL REVITALIZE YOUR 
CITY? 



 
 

 High-quality transit, intended to assist 
transit-dependent households and to 
promote compact, transit-oriented 
development, can fail to accomplish 
these objectives – particularly if the 
transit system is well-designed and well-
executed. 



Presenter
Presentation Notes
We create infrastructure to facilitate development.  This map shows a transportation network.  The dense network of streets at the bottom of the map shows a suburban town which is connected to a major city that is located off the map to the south.  The thick black line that goes from the center of this town to the bottom edge of this map represents a new or improved transportation facility or service.  It could be a widened road, a limited access road, bus transit or rail transit.  The bottom line is that this new transportation facility or service makes the suburban town more accessible to the major city, and thereby creates new growth opportunities indicated by the yellow boundary.  In other words, the new transportation infrastructure could serve new growth up to the boundaries of the yellow line.



Presenter
Presentation Notes
New growth does occur.  But landowners quickly realize that their land is much more valuable than it used to be.  Furthermore, why sell land today at today’s market price when this land could be much more valuable in the future?  So some landowners refuse to sell and others try to sell land at prices they think will be realized in the future.  Developers will only buy land at prices that can be supported by their potential tenants or buyers.  So as land prices rise in excess of what space users will pay, developers seek cheaper but more remote sites.  These new development opportunity areas are bounded by the pink lines.



Presenter
Presentation Notes
Although some growth does continue within the initial growth opportunity area, a considerable amount of new growth is diverted to cheaper, more remote sites.  As these remote sites develop, the existing infrastructure becomes inadequate.  Residents and businesses at the remote sites petition politicians for an extension of the transportation facility or service to their area.  Politicians would love to make everyone happy, but budget constraints prevent that.  As a result, only one of the remote communities can receive the infrastructure extension.



Presenter
Presentation Notes
So, even though there remains plenty of capacity for growth around the initial infrastructure facility or service, the infrastructure is extended, at great expense, to one of the more remote communities.  And, when this happens, the cycle begins again.  Thus, infrastructure intended to facilitate development ends up chasing it away.  Infrastructure is expanded to more remote sites, but never catches up.  The result is sprawl that is very costly to the environment in terms of lost agricultural, recreational and conservation land.  Sprawl is also very costly in terms of municipal budgets.  All the growth pictured here could have easilly fit within the growth opportunity area defined by the initial provision of new or improved infrastructure.  But instead, the same number of people will now need two times, or three times or maybe even ten times as much infrastructure.  This inflates the per-capita tax burden required to support sprawl as opposed to what would be needed for more compact, smart growth.  There is much more to sprawl than this, but rising land costs are a significant cause that is often overlooked.



 Transit is created to facilitate development 

 Transit inflates the value of well-served land. 

 Higher land prices chase development to 
cheaper, more remote sites 
 Particularly True for  Affordable Housing Whose 

Occupants Need Access to Transit 

 Transit is extended to remote sites 

 Development chased even further away. 
 



 
 
 

 Can Traditional Government Policies Make 
Land and Buildings More Affordable?  



 The Public Sector can buy land and then sell it 
cheap to developers. 
 

 Very Expensive 
 Didn’t the public just subsidize transit at great expense to 

promote development?  Must we now add additional 
subsidies? 

 
 Concerns About Favoritism 

 Who gets the benefit of subsidized land? 
 

 Eminent Domain Can Be Appropriate,  
But Must Avoid Using It For Private Gain 



 Higher Densities Make Sense Near Transit & 
Allow More Income to Offset High Land Prices 
 
 

 But Up Zoning Will Inflate the Price of Land.  
This Could Drive Development to Cheaper 
Sites Without Providing Any Guarantee for 
TOD. 



 

 Reduce taxes on buildings near transit in a TOD zone. 
 

 Landowners, realizing that buildings inside the TOD 
zone would be more profitable would raise land prices 
& rents within the TOD zone. 
 

 Benefits intended for developers and space users 
would be usurped by a few owners of prime sites. 
 

 People who invest in buildings across the street from 
the TOD zone will wonder why they are not eligible 
for a tax break that benefits their competition. 
 
 



 
 
 
 

Is There an Alternative View 

That Can       
     



 Can we find a policy to: 
 

 Encourage & induce affordable development near 
transit?  
 

 Allow that development  to be affordably improved 
and maintained over time? 
 

 Accomplish these goals in a transparent and 
accountable manner that is perceived to be fair and 
equitable? 



 In the 1800s, the streets of Washington, DC 
were mostly unpaved.    

 In wet weather, mud made travel very difficult 
and unpleasant.   

 Paving streets and sidewalks was a 
tremendous advance.  It made properties more 
accessible and the air cleaner. 

 Everyone would benefit. 
 



 

 Yet, people whose property fronted a paved 
street would benefit more.   
 No longer would folks track dust, mud and manure 

into their homes & businesses! 
 

 Even if they never walked on the new streets, 
adjacent landowners would benefit financially 
from them. 
 



 
 

 In 1894, Congress enacted law requiring 
adjacent property owners to contribute 50% of 
the cost of first-time paving of streets, gutters, 
curbs and sidewalks through a special 
assessment.  
 



 Landowners might never drive on a road, or 
ride a transit vehicle, but they use this 
infrastructure to extract windfall profits from 
public investments. 

 Thus, landowners are the invisible users of 
transportation facilities and services.   

 Value Capture is like a user fee that recaptures 
publicly-created land values in proportion to 
the benefit received and returns this value to 
the public sector.   



 In general, goods & services are produced if the 
producer can exchange the thing produced for 
something of comparable value.  “Value capture” is 
merely the ability to exchange something produced for 
money. 
 

 If I build a house for Paul and collect money from 
Peter, I can recover my costs.  But this is NOT value 
capture.  (Perhaps it is “value transfer.”) 
 

 If I build a house for Paul and collect money from Paul 
according to the length of his hair, perhaps I can 
recover my costs.  But this is NOT value capture. 
 



 If I build a house for Paul and collect money from 
Paul based on the value of the house, I can recover 
my costs.   
 

 THIS IS VALUE CAPTURE BECAUSE THERE IS 
A NEXUS BETWEEN WHAT IS PRODUCED 
AND WHAT IS RECEIVED.  
 

 It is the nexus between what is produced and what 
is received that allows “price” to transmit 
information between producers and consumers 
thereby informing decisions about consumption, 
production and resource allocation. 



 Financial Viability 
 An often overlooked revenue stream 

 

 Equitable & Comprehensible 
 Beneficiaries pay in proportion to the benefit they 

receive 
 
 

 BUT WAIT – THERE’S MORE!!!  
 Value Capture Can Promote Affordable 

TOD 



 

 DEVELOPMENT  IMPACT  FEES 
 

VERSUS 
 

 VALUE  CAPTURE  FEES  



 Development Fee = Tax on Building Value  
 

Tax = Cost of Production 
 

Cost of Production         Quantity Produced  
    &       
         Prices 

 

 Do we want to reduce development near 
transit and increase its price? 

 

 Taxing buildings appropriates private value.  It 
burdens builders, future owners & tenants. 



 
 Value Capture = Tax on Land Value  
 

  Land is NOT Produced 
Land Tax ≠ Cost of Production 
What’s the Impact of a Land Tax on Land Price? 

 

 Price of Land Not Based on Cost 
 
 Price of Land Based on Expected Benefits 



 

 Land Value Tax = Cost of Ownership 
 

Cost of Ownership      Benefits         Price  
 

 
 Taxing land value does not diminish its 

quantity and tends to lower its price. 
 

 Taxing land captures Publicly-Created Values.  
No burden on private production. 



 

 Landowner Responses: 
 Avoid the Development Fee 

 Number / size / quality of new buildings 

 Maintenance / improvement of existing buildings 

 Invest in buildings where tax rates are lower 
 

 Fund Value Capture 
 Land Tax Cannot be Avoided 
 Location-value of parcel not determined by owner 
 Owner can’t move land to a lower-tax location 

 Land will be developed – or sold to someone who will – 
in order to generate funds to pay the value capture fee. 



 Landowners pay for a substantial benefit. 

 Landowners pay in proportion to benefit 
received. 

 The greatest impetus for development will 
occur where land values are high – adjacent to 
urban infrastructure.   Instead of chasing 
development away, value capture draws 
development to infrastructure -- which is 
where we want development to occur. 



 

 Definitions of value capture are 
sloppy. 
 

 Almost any revenue source, other 
than transit fares, has been labeled 
as “value capture.”  This creates 
confusion. 



 
 Land Value Tax 
 Special (or Benefit) Assessment District 
 Joint Development / Access Fees 
 Betterment Levies 
 Exactions 
 Development Impact Fees 
 Tax Increment Financing 
 Land Sale / Lease 



 
 Land Value Tax        YES 
 Special (or Benefit) Assessment District     Maybe 
 Joint Development / Access Fees   Somewhat 
 Betterment Levies               Somewhat 
 Exactions                         NO 
 Development Impact Fees       NO 
 Tax Increment Financing        NO 
 Land Sale / Lease       YES 



 
 What Else Can Government Do to Promote 

Affordable TOD? 



 Development Impact Fees Increase Building 
Costs 
 

 The Property Tax On Buildings Is Similar 
 Typical New England property tax is between 20 

mills and 70 mills (or between 2% and 7% of value). 
 Unlike a one-time sales tax, the tax on buildings is 

paid each and every year that an improvement adds 
value. 

 Using net present value, the economic impact of the 
tax on buildings is equivalent to a one-time sales tax 
of 20% to 70% ! 

 



 
 
 

 Use Value Capture to Transform 
The Property Tax into a Public 
Services Access Fee 
 
 



 
 Higher Tax on Land Makes Land Cheaper & 

Induces Development Near Transit & Other 
Urban Infrastructure. 
 

 Lower Tax on Buildings Makes Buildings 
Cheaper to Construct, Improve and Maintain. 
 Lowers the cost of weatherization & repairs. 
 Creates  Jobs 
 “Universal  Abatement” is fair to everyone 
 



 







 Analyze the Impact of a “Universal 
Abatement” for your city. 
 

 Petition the State Legislature for Permission to 
Impose Separate Property Tax Rates on Land 
Values and Buildings Values. 
 

 New London Connecticut has already obtained this 
permission.  

 

 Enact Differential Tax Rates In Your City 
 Phase In the Differential to Avoid Windfalls & 

Wipeouts. 



1669 Columbia Rd, NW, Suite 116 
Washington, DC  20009 
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