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The Probhlem

There have been many studies, papers, articles, and
theories which attempt to explain the effect of taxation on
real estate values. Occasionélly, someone will attempt to
correlate some new, here-to-fore unrelatedf factor‘ta real
estate values. The new factors are often utilized alone or
in conjunction with previous study.

Which factor is chosen seemé to depend on the sway of
the, then current, public opinion. The iSsue of racial pre-
judice, though ever present, secms to surface periodidélly.
That it surfaces, as cvidenced hy erruptioné of éivil unrest
or legal civil rights proceedings, it seems to spur ééme
thought in that vein.

Other factors of public fancy have included‘traﬂspérta*
tion effects on city developmenﬁ. The effects of the social
strata upon the transportation systems, and vice versa, have
been verv carefully studied, and, to great length, Tﬁis is
carried further toward its natural conclusion by the enéigy
crisis and the effect it has and may have upon life and life
styles‘in the Uniteé States.

of course, when thé environment finally caught the eye,
ear and imagination of the public, it, too, was Subjééted to
stuly. Since the environment-is, in fact, an amalgamatien
of so Very ﬁany diverse subjeéts, it offers much geod for
the banks of computers.

Many of these innovative studies use eariier works of

individuals such as Tiebout and Morss as a foundation on
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which to build their study. The basic studies are, unfortu-
nateiy, strikingly simiiar. Each attempts to postulate a
theory: éo prove the importance of this or that new variable.
Much of this has beén done withvthe'aid of various computer
techniques based on regression analysis.

The studies are aimed at proving the\pdwer of the new
variable in the particular theory. For example, that prop-
erty taxes are capitalized in real estate vélues; that
public education exgénditures measure effectiveness of the
school system; that the mix of social and public services
help determine the proclivity of families to locate in a
given community. And, whiie real estate values, in some
form,vare usually included,‘their use is soley to measure the
éxplanatory power of the néwivériable; | :

Why, then, if real estate values can be_ﬁtiliéed to
measure the power of certain variables, can-the.multitude
of variables not pe\useé.to measure real estate Vaiﬁes?
Additionaily,'the amounts of money sPént on education have
‘been studied many times, but, what aid,_boﬁh state.and
federal, to local sCh¢61 digtrictsf vThesé, in some instaﬁces
may amount to as much as 47 percent (25 percent and 22 per-
cent respectively) of the total cost of education in a school
district. ‘

The problem then is to éﬁtempt to identify'Variabies
which affect housing values in Nébraské. Séecifically; whét
effect}does prope:ty tax haVe on hbuSing‘values? I

capitalized into depresséé residential values? Is it off



set by expenditures in the public sector?

Secon&, what is the effect of state and federal aid on
housing values? Does aid result in public improvements
which are capitalized into increased residential-vélues?

In pursuit of answeré to these guestions, 1 will first
present the results of some of the more important studies in
‘the areas of property taxation, public goods and serVices,
and real estate valuation, I will then outline the model I
have chosen, present the results of the empirical study,
which will utilize regression analysis, and'present the con~

clisions I have drawn from the study.



Taxation has long been a facet of human life. There are
even biblical stories of tax collectors and the taxes they
collected. The Sumerians, who collected taxes 4,000 years
ago, were nét'given credit for their invention. They, too,
only implemented an existing form of financing. This activ-
ity which was described in the seventeenth century as "a
process like the plnéking of a goose--designed to ptb&uce-the
maximum of feathers with a minimum of SquaWR,"_iS‘envisibned
extending into the future. The evolution of taxes has been
great as well as their diversification. Their goal: to raise
revenue without crippling or destroying the éconamic activity
which must flourish in order to produce taxable revenue.l

Taxes have long been seen as a method of distributing
the economic burden of civilizea life. There has been much
discussion on the equality, progressivity, regressiVigy,~and
impact of various taxes and the attempts to equally distri-
bute this burden. The Federal Income Tax,‘whiéh in itself
“absorbs a large proporiicn_éf‘the gross national product, as
well as the income of each self-sustaining citizen, is not
the ﬁtax“. To the average hemefoﬁner, "tax" referé to the -
ad vaiorem tax on his'hOusé or real prqpefty‘;nvestmeﬂt.z;

Real préberty taxes have been suggested as-a:sole’fcxm

of taxation, alone supporting the expenses of government.

1Jer,ome P. Eickard.}Changihg*urbaniLand'Uses as Affected by
Taxation, with an introduction by A.M. Woodruff. '
ashington: Land Use Institute, 1962) p. 15-19.




The basis being that the oriéinal value of the soil is joint
property of the community and its value should be exhausted
before taxing any other property or articles of coﬁsumption.
The equality of such a land-tax must, of course, he main-
tained. To accomplish this, the valuation should be re-
assessed periodicallv.3

While a ¢1nqle land-tax schemc has not becn xmplemented
in this country, the pronerty tax has become very 1mportant
in the financing of state and local governments.

In 1969 the revenues froh property taxes accounted for
85.4 per cent of the tax revenue for local governments.
(Property taxes accounted for 88 per cent in 1963 and a low
of 85.7 per cent in 1957). Théirole of property taxes is
also important to the federal-state-local revépﬁe system,
The revenue from property taxes accounted for approximately
15 per cent of all 1963 £ax revenue and 13 per cent of all

1963 general revenue.?

State and local governments are
credited with the spéﬁding of up to 10 per cent of the
national product. Their expenditures arejseparaﬁed into
cﬁrréntlcperatiohs ané inVestment operations. The é#rrent
operations involve the<daﬁ+£o~day operation of'éhévmahy

services, i.e. police, fire, schools, public works, etc.

3

William Ogilvie, [ .ight in Land, (London: Charing
Cross, 1782;: reprlnted wmth blographlcal notes by b.C.
MacbDonald, New York: Augustus M, Kelley, 1970) p, 1l6.
Benjamin Brxdges, Jr. "Past and Future Growth of the
property Tax" in:Property Taxation, USA, ed Richard W.
Lindholm Milwaukee: University of Wisconsin Press, 1969)
p.- 21:State-Local Finances and Suqgested lLegislation, 1971
ed Advisory Commission or Intergovernmental Relations
(Washlngton, D.C.: Government Printing Office, 1970) p. 6.




Investment operations refers to capital goods expenditures
such as new schools, public buildings, sanitation plant,
etc.”> The level of these expenditures is not determined in
the same manner as expenditures in the private sector, being
allocated in a écmetimes 'honoptimal" maﬁner.G

The expenditures of tax revenues by state and local
governments are in the area of public goods. These are
"collective consumption goods, whicﬁ all enjoy in common in
the sense that each individual's‘conSumption of such a good
leads to no subtraction froﬁ any other individual*s éonsump~
tion of that good.“7 An alternative definition of a public
good is "one which should be produced, but for which there
is no feasible method of charging and cofxsumers,"8

The determination of the ﬁix of lo¢a1 pub1i¢ gdodé and
services provided is based onkthe wants of the consumer-
voter. The government, which is to provide these goods,
then taxes the consumer accordingly. The problem arises in
forcing the cotisumer-voter to reveal his true wants, which
would becoﬁe the'baSis fér determining thé appropriate tax.
There is, however, 50 method to force such a revelation from
the consumer. A "raiibnéi"‘consumer would even nnderstate

his wants with the hope of enijing the goods whiie_aVOidihg

(62

Charles ™. Tiebout, The Communlty Sconomic Base qtuﬂy

(Hew York;_rommlttee for Dccnomlc neveIOnment, 1962)

¢ Pp. 42-43 |

Charles M. Tiebout, "Pure Theory of Local ExPendltures“
Journal of Political Economy 44 (October 1956): 416,

Charles M, Tiebout, "A Pure Theory of Local Expendltures"
“Journal of Political Economy 44 (Octohpr 1956) + 417,

The Theory of Public Economy, cited in Charles M. Tiebout,
"A Pure Theory of Local Expenditures," Journal of Political
Economy 44 (October 1956): 416.




the taxcs.9

As a proxy to the truthful declaration by the consumer,
the hypothesis is that a consumer will move to the‘community
whose local government best satisfies his‘pérferénces,fbr
public goods and services. In planning a move, he wouid
choose between municipalities with a mix of those public
coods and services he decms desirable, e.g. ééhools, nolice
and fire protection, parks and recreatioh facilities, etc.
If there are a great number of mun1c1palitxes with a great
degree of var;atlon, the consumer w1ll have a greater possi-
‘bility of realizing his desires.l0

Such a  hypothesis assumes the consumer-voters to bhe
fully mobile and inclined to move to that qumuniéy where
their public goods wants are satisfied. Thé consumers must,
‘0of course, he fully aware of the_differeuce in'expenditure
and revenue patterns between the communitieS.» There musi-
be a large number of communities from thch the ébnsuﬁexw
voter may choose, and thé commuhities must éttempt to main-
tain optimﬁm pcpulation.il

ThlS hvpothnsxs has recexVed supoort from some cornerq
due to the growing urbanlratlon of socxety. Frequently in-
dividuals who work in a central city will have a wide choice
of suburban communities in whichlto fési&e; The finai'def

cision being made in favor of the commdﬁity_offerinq the

9 Charles M. Tiebout, "A Pure Theory of lLocal Expenditures",
Journal of Polltlﬁal Economy 44 (October 1956): 417,

1 Ibid., p. 417

1 ¥614., p. 418.




best school system or other public service of importance to
that individual in his choice of community of residence.l2

At the same time, however, the increased taxes, it was
felt, must have some effect on local property values due in
part to the attraction of £he community to potential_rgsi-
dents. That portion of the taxes which would be levied
against the land would be absorbed by the land owner (capita-
lized in the form of reduced property values)'éince the in-
come from the land is pure economic rent. on the other hand,
taxes applicable to structures would be "shiftéd“ forward to
purchasers. Due to the depressing effect of a tax on net
rates of return on investment in construction, there would
be a resultant diminishing in the stock of structures in
future periods.l4

The_empirical study of this hypothesis indiCated'that
93 per cent of the difference in the median value of single
family homes in fifty-three municipalities in northeaétern
New Jersey could be explalned.ls One of the seven factors
used to explain this valuation was related to the praxzmlty
of the'munzcipallty_to the central clty. The medlan‘number
of rooms per owner-occupied house as well as théyincréase

(or Aecrease) in the number of houses over a ten year peridﬁ,

12 1hid., p. 419. |

13 §aITace E. Oates, "The Effects of Property Taxes and Local
Public Spending on Property Values: An Empirical Study of
Tax Capitalization and the Tiebhout Hypothesis", Journal of

- Political Economy, (November—December 1969) : 958 '

14 Ibid.

15 Taro Yamane, Statlstlcs, An Introductory Analysls (New
York: Harper and Row, 1§64). p. 415, ,




the median family income, and the percentage of families in
the communities with.an annual income of less than $3,000
were all utilized to describe the CEaracter of the residences.
Finally, the effective property tax rate and the annyél
current expeﬁditures per pupil, in dollars, were eﬁpioyed to
identify the level of public services withiﬁ the mgniéipality.
‘Using the Ordinary least squares tachniqﬁe of muitiple
regression, property values were found to hear a siénifieant
necative relationship to the property tax rate and a signifi-
cant positive association with expenditures per pupil. That
is, for an increase in property taxes unaccompanied by an
increase in the outnut of local public services, the'hnik of
the rise in takes will be capitalized in the form of reduceAd
property values if, however, the increase in taxes is
utilizes in improve the s¢hool systems,vthe increased benefits
will offset (and perhaps even more than offset) the depressive
effect of the higher tax ratio on values of local'éroperty.l7'
A study of Ohio and Indiana firms indicated that the
variance-in‘saleévprices could better be explained through
the present values of the income from the proverty less the

tax payments than by the present values of future incomes alone.

15 wallace 1. fates, "The Lffects of Propertv Taxes an? Tioeal
Puhlic Spending on Property Values: Mn Tmpirical Study of
Tax Capitalization and the Tiehout Hypnthesis", Journal of

~Political Economy (Movember-December 1969): p. 964

17 mpia., . 268 ‘
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This study did not include any indication of higher public
expenditures whiéh-offset the amounts and taxes detracted
from future incomes.l3

Owners of residential prOperty in San Francisco experi-
enced substantial increases in their propertyvtax biilsfin
. November 1967 as a result of the enactment of legislation
(Petrix-Knob Bill called "AB 80"). This legislation changed
the assessment ratios of primarily residential”pfoperty from
10 pér cent in 1967 to 25 per cent in 1972. Though the in-
creases were spread over the intervening years at a uniform
rate, the impact on local residential property owners was
great. The higher residential property taxes resultedlin
lower taxes on business property. 'There‘were no ianeased
expenditures benefiting owners of residenﬁialfptOperﬁy. The
'prlces of residential properties, determined fzom actual
salés after the enactment of AB 80, compared to the 11ke
sales prior to the law, indicated that the tax increases re-
sulted-in‘price reductidns of properties sold.19

The lmpact of property taxes on rental prOpertles is
also great. The tax burden on rental propertxes is borne by
both the renter and the owner, and not shifted entirely to
the renter. The typiaéleupply/Démahd graph $h6ks the
effect of taxation on rental housing ﬁnder conditions 6f in-
elastic supply and elastic demand. The supply is considered
18 R, Stafford Smlth, "Property Tax Capltallzatlon in

San Francisco", National Tax Journal 23 (June 1970): 179,
19 Ibid., p. 184,
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to be inelastic due to the amount of time required to con-
struct more housing to meet consumer demands. The demand is
considered elaétic due to the competition from neighbbring
municipalities_.20
Thus, when a tax is imposed net demand will fall from
Dy to Dy, the equilibrium net return to capital will also
fall from Rojto‘R' and-the market price will increase from

R, to R The bulk of the tax is therefore borne by the

1°
owners and only a small portlon (anﬂﬂ*an) is shifted forward
to the tenants. Therefore, the more elastlc the demand for
housing in the taxxng jurisdiction, the smaller be the amount
of the tax which is shifted forward. Should the tax be per«
fectly e1astic7(Rl=Ro) the tax would be borne by the property
owners in its entirety.z;

In arriving at these cancluéions, the Vafiénce in re-
q;dentlal rents (expressed as medlan aross rent dlvided by
median number of rooms of all housxng unlts) was examlned
through the effects of s;x independent variables: the average
price of 1énduper acre; an‘eMployment accessability_iﬁdex
(based on travel time io the central city): a housing con-
ditidn-index (based on deterioration or delépi&étioﬁ of
‘housing in thé_area); the annual educationai.expenditure<per'
pupil public Schoois; the equalized property ték rate on
single family homes; and a dummy variable which reflected the

) ' '
20 Larry L. orr, "The Incidence of Differential Property

Taxes on Urban Houszng "’ Natlonal Tax Journal 21 (September
21 1968). 262.
Ibld., p. 257.
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source of funds for sewage disposal (property ownder or munils
cipality). These accounted for 76 per cent of the variation
in residential rents. Property tax was found to be insiqni~v
ficant due to its low t-statistic (0.58) in relation to the
95 per cent significance level (1.71). .22
A subsequent study took exception to the use of the
proﬁexty tak rateion owner-occupied homes‘to,explain'rentél

variations.23

This was due to the wide desparity in assess-
ment ratios between singleefaﬁily homes (36 per cent) and
multi-family structures containing from three to five apart-
menﬁs (53 per cent). The model was aisq subjected to criti-
cism and changed. The rent was determined hy the‘median
gross rent di&ided by iﬁe median number of rooms Qf rentél
housing units only. The delapidatibn factor &as chénged to
consider only rental‘units.  The sample size'waé also redﬁced,
due to the lack of information, from thirty-nine to tweﬁty~
foﬁr municipalitiés.24

Thls change& model explalned some 93 per cent of the
“varxatlon 1n\rents. The publlc education variable, however,
was insignificant in this instance¢25, vaxiatidns in educa-
tion expehdiﬁﬁres. hoﬁever, haVé.beén shown to be partly
caused Ey aiffexences in per capita incomé,aﬁd stuaent pop~
22 1bid., p. 261. .
= J.D. Heinberg and W. E. Oates, The Incxdeuce of Differen~
tial Property Taxes on Urban lousing': A comment and Some
Further Evidence". National Tax Journal 23 (March 1970).
24 P. 92.
2g Ibid., p. 93.

Is;a;, p. 96,
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ulation ratios betﬁeen the ciéy aﬁd the suburbs, 26 The final
conclusion was that no reliable inference could be made
toward the incidence of property taxes on rental housing,
while suggesting that differentials in property tax rates for
owner-occupied housing are capitalized.Z2?

North Carolina was found to differ from this general
trend. Here, based on a study using a modified supply and
demand model and a sample of 106 municipalities, property
taxes were found to be of less importance in explaining
owner-occupied housing values than changes in popuiation‘ The
study incorporated nine variables and explained 72 per cent
of”the variation in owner-occupied hOusing.?B

éhe effecﬁiVe property tax rate, defined as the minimél
or actual réte time the assessment ratio, was the independent.
variable representing propeity'taxes. Educatibnai expendi-
tures were found to be the_largest expenditure in most local
budgets and ﬁhé‘mOSt important single item to families with
children.2% But, since the state of North Parolina prcvxées
approxlmaﬁely 70 per cent of the current operating expenses

26 Woo Sik Kee, "City-Suburban pDifferentials in Local Govern-

‘'ment Fiscal Effort", Natlonal Tax Journal 21 (August 1968) ;
p. 186.
27 3.p. Heinberg and W.E. Oates, "trhe Incldence of Differﬂnv
tial Property Taxes on Urban Housing'" A Comment and Some
Purgher Bv;dence.“ Natlonal Tax Journal 23 (March 1970)
p. 98,
David N. Human and E.C. Pasour, Jr. "Real Preperty Taxes,
Local Public Services, and Residential Property Values,
"Southern Economics Journal (July 1972-April 1973) p. 608,
29 wallace E. Oates, "The Lffects of Property Taxes and Local
Public Spending on Property Values: An Empirical Study of
Tax Capitalization and the Tiebout Hypothesis", Journal of
Polltlcal Econony, (November-December 1969): p. 962,

28
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of local séhools, a proxy variable, total per capitanunici~
pal taxes, waé used for the level of public services. The
median family income for each town was included, both as a
proxy for construction costs and for the %ffect}it would have
on the demand for housing by itself. Since this might tend
to understate the median income of homeowners (poorer fami-
lies are more likely to live in rental housing) the peréent4
age of housing which was owner-occupied was included to off-
set the downward bias. The median number of rooms was'uséd
as a measure of housing quality. The percentage change in
owner~occupied'housing over a ten vear period was used as a
measure of the housing'stoék likely to be highly correlated
with the avefage age of the stock. An accessability index
to measure the influence of maﬁor urban areas on housing
values was found to be insignificant.3°' “

The empirical results of this study‘dehy tﬁe capiﬁale
ization of property taxes into ldwer,hcusihq values in North
Carolina, 6r in faCt, that they have any effect at all. The
relationship between the proxy vériabie for public expendi-
tures was positively related, the maqnitude was small;31

A study of school aistiicésvhas provided information
which could be extremely useful for relating educational per-
formance to pér~pupil‘ex§enditures and the size of the admin-
istrative unit. The study, conduCted over a three year
30 pavid N. Hyman and E.C. Pasour, Jr. "Real Property Taxes,
Local Public Services, and Residential Property Values",

Southern Economics Journal (ruly 1972-April 1973): p. 606.
31 1p1g3., p. 610,
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period, usiné the average daily attendance (ADA), éxpendi—
tures per pupil, school district size, and average pupil in-
telligence (as reflected by achievement scores in basic sub-
jects) to account.for motivation (by the farily bieadwinner)
and intelligential differenqes¢32

The results cover a number of ~areas, from family back-
ground correiation to testing procedures, The telatiohship
of performance to per*pupii expenditure was fOuni to_be'weak,
except in school districts of two thousand pupils or more.
The results of this study c¢ast doubt upon the practice of
utiiizing per capita cost figures as an index of public per-
formance.33

A studf of the expénditures'inkthe public sector was
conducted in the Milwaukee Standard Meifopoiitan Statistical

Area (SHSA).34'

This study focused on the payménts made to

local governments for cducation and other public expenditures.

M very dramatic increase ih_transfers was hoted,“espeéially

in those for education which climded from $8.4 hillion in

1965 to 13.3 billion in 1968, A'disparity‘was noticed be-

tween the amounts of aid granted the central cities and the

suburhbs on a per=-pupil basis. Here, the cities rebeived'iowar

amounts than the -suburbs, receiving, in fédt, bareiy one-

fourth the amount received by even the low-income suburb.

32 Herbert Ji Kiesiing, "Measuring a Local Goéernmené Service:

A Study of School Districts in MNew York State", The Review

313 of;?congmics ahd'Statistips 49 (August 1967}; p. 356,
Ibicd., p. 366, ‘ ' '

34 Fohn rmiew, "State Aids for Public Schools and Metropolitan -
Finance", Land Fconomics (August 1968): p. 297,
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This is caused in paft by the lbw ratio of the bdpulatioh
aged one to eighteen to the total population of the central
city in contrast to the higher ratio found in the suburbs.35

The aid for education is intendéd to relieve the local
tax burden and, at the same time, provide ﬁhe'school dis-
tricts with sufficient funds. These monies are not always
distributed according to the over-all fiscal pressure, a
function of fiscal resources and needs. The cehg:al ciiies,
the poorest among all the hunicipality groups by the standard
‘of property or income and with their current tax rates higher,
recei#e less aid than the other muniéipalities.36

The quaiity of education a child ;gdeives in ﬁhe State
of ﬁebraéké is dependent on the wealth of his parents and

neighbots.37'

This was determined by comparing the dis<
parities in educational finance in nebraska‘with'California
and two other mid~west states. The disparity was greatest
in Nebraska, ranging from a low current expenditure per
ADM of $562 to a high of $1,743.3%

The variations in expenditure per pupil was studied and
'an attempt made to explain them using eight independent vari-
ables in regression analysis. The assessed value per resi~-
~dent student in the 295 school districts in Nebraska was em-
36‘Ibido' po.3b2’
37 I.Ola', p. 303.
Donald A. Nielsen and KElth K. Turner w;th Robert Fo
Blair, "Flnan01al Determ;nants of D;s arltles in Educatio al
Opport ] . University

38 of Webraska at‘Omaha,_l974 (Typewritten) p. 7.
% 1bid., p. 8.
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ployed as a measure of wealth of the school district. The
greater this wealth, the higher will be the current expendi-
ture per ADM, The general fund millage rate was employed as
a measure of the effort of the school district: as the effort
increases, expenditure per-pupil will increase because of an
implied increase in capaéity to finahce the needs of the dis-
trict. State aid per‘ADM was stimulative, that is, an add-
itional dollar of aidlis associated with'an'increase in ex~-
penditures greater}than one dollar and would increase the
local property tax burden. Federal aid per ADM was found to
reduce the local property tax burden.39 Thése‘four_variébles
were found to be significant at the one percent level of

49

significance. The average daily membership (AbM) was also

used, although it was only significant at the five percent
level. |

These'variébles_helped explain 75 percent of the vari-

ations in the current expenditures per ADM in‘Nebraska.4l

Based on the long time conviction that the_influx of
'Negioes or other non-caucasian races into a neighborhood the
preperty'values,will.fali, a study was c0ndu¢ted,42 The

study also recognized a counter view that those who purchase

-~

39 '
Donald A. Nielsen and Kelth K. Turner, with Robert F

Blalr, "Financial Determinents of Disparities in Educatlon~
al Opportunity Among Nebraska School Districts®, Nebraska
.. Journal of Economlcs and Busxness 14 (Winter 19755 p. 28,
40 151, P, 35. .
2% ibid., p. 35 '
" Martin J. Bailey, ”Bffects of Race and of Other Demographlc
Factors on the Values of Slngle-Famlly Homes", Land Econ~
omics (May 1966): p. 216,
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at reduced rates in a neighborhood typicaily resell imﬁe&Q
iately to Negroes at prices at least as high as those which
prevailed before Negroes entered the neighborhood. While,
it was pointed out, these views were contradictory, they
both could be true. The presence of “panic"‘sélling would
tend to increase incidences of both occurring.

The relationship of owner/occupant to values is also
ttue. regardless of race, between slﬁm, or iow‘incbme..and
adjaéeﬁt areas. The correlation was that in an area occupied
pre@dminately‘by low incpme-caucasians, the degree of
crowding ahd subsequent effects on property values wouid be
the same as in areas occupied by non—Caucasians Wiﬁh the
same income levels.

The technique involved in one study wés the're¢9rainq of
thé‘repeat sales of properties in a given area.?? wWhile this
was advantageous in that it removes the questlens of quality
and type of dwelling sold, it unfortunately only recagn&zes
those properties which sqld more than once. This provided
the background for a study using each sale, meééuring-the
effects of fifty variables on a single dependent variable.
This variable was the amount of federal real estate transfer
tax paid when the property was sold.43

The final decision was that the béiief’that'slﬁm dwellers
42 Martin J. Balley, "Effects of Race and of Othex Demographic
Factors on the Values of 51nq1e~Fam11y Homes", Land
43 Economics (May 1966): p. 215,

Mugh O. Norse, "The Effect of Public Housing on Property

Values in St. Louis", Land Economics 39, (November 1963):
p. 438. ’
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and non-Caucasians pay more for housing was unsupported. It
did show thaﬁ the values in slum and Negro areas scemed to
have fallen below the values of comparable middle-income
housing in near-bv areas.

Another study of variances in the values of‘urban land
indicatea that changes in building costs will have di#erSe
effects on values over the short run. That is, rising
building costs which are not offset by increases in revenue
will cause a decrease in urban land values. On the contrary,
falling costs will have an opposite effect. This increase
or decrease was attributed directly to the change in the
value of the improvements, rather than the land alone. In
‘long run situations building costs could be shifted to the
céhsumer or to investors.%’

A later study by the same auﬁhor46 reflected that urban
land values were regponsive to any broad changes in supply
caused by changlng tranSportatlon developments.--whe changes
in transportat;an have been'causgd in some degree, by
changes in demand associated with fising population, ihccmes
and expanded urban services. This study %aslconduéted in
six'cipies in tﬁe-San Francisco Bay Area and covered a twenty-
five year period, The conclusion was that tﬁé‘grcwth-inlthe
total values of urban land was roughiy parallel with that of

individual cities.47

45 paui F. Wendt, "Theory of Urban Land Values", Land Econ-

mics (August 1957) p. 239.
Paul F. Wendt, "Economic Growth and Urban Land Values"
47 The Appraisal Journal .

Ibid., p. 442,

46
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mesidential land values was the subject of a paper which

studied Los Angeles Ccunty.48

This study employed access-
ability to economic activities, amenities, topography, present
and future use, and historical features in multiple regression
to determine their effects on the value of urban iand. The
accessability of a site to the central business district was
not‘conSidefed to be entirely correct since it asSumed‘the CBD
would be the only work place and journey to and from it would
hbe the only travel household members would take. Further, it
would incorrectly assume that EraVel to and from the CBD would
be equally easy in any direction. Therefore, a model was
devised which considered the total emploYment in various work
places and the- distance between sites. The result was aﬁ
index of accessability.49‘

The amenity value was an attempt to quantify-cerﬁain
tangibhle and ihﬁangible features of variOUS>sites. These
features, i.e. amount of smdg, e&ueaiional'standards, ﬁeigh~
borhood quality, etc., were strictly subjective judgements
made by the people who chose to 1oca£e thére. Itvaﬁteﬁpted
to recognize that iﬁdividuals'differed in their perdebtion
of amenities.

The topogfaphy variable was a dummy which was assigned
based on the natural physical characteristics of a particular
site. The historical factb? was to identify land uses which
48 Eﬁgéhé'F. Brigﬁaﬁ,,ﬁThe Déterﬁinahts‘of'Residéﬁtiéi Land
Values", Land Econonmics (November 1971) p. 327-334.

_f)g Ibid., p. 328.
Ibid., p. 328,
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were no longer suitable. That is, if the oppdrtunity were
there today, the decision to use the land would not be the
same.

The results of the study were that accessability to em-
ployment was positively related to residential land values.
The level of amentities and the other independent variables
were correlated.-sl

The effect of location, or more specifically distance and
accessability, was shown to have an effect on urban land
values. The highest values, in this study, occurred at the
point with maximum market accessability and lowest transport
costs. As the accessability decreased, so did the values of
the propertiesl

The effect of ammenities on urban land values was ad-

>2 This study neglects

dressed in a study on air pollution.
the access of stores to the apartmentg and hohses, as well

as the proximity‘of schools and churchég ﬁo thése'habitatioﬁs,
The reasoning is that as the population becomes more con-
centrated in the new area, these éérviées_will follow. The
impdrtant amenities, aﬁenities which interact‘éo make hbuses
desirable, are the absence of noise ahd dirt, the economic

and social characteristics of the neighbofé, and the neigh~
‘bors' family stage. This implies that people(désire to live
ih a cléan,'économically homogeneous environment. This, théh,

o5 Ibid., p. 329 o o
"“ Hugh O. MNorse, "The Effect of Air Pollution on House

Values", Land Economics 43 (May 1967) p. 181,
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means there is great demand for the annual addition to the
housing stock which has historically been abbut three per
cent.53

This study employed multiple regression of an air polu-
tion index, meéian number of rooms, percent Of-ail housing
units built from 1950 to 1969, houses pet'squafe mile, dis~
4tancé in time from the Central Business Diéﬁrict, access-
ability to major through streeﬁé, schoolvquality, percent of
workers in the blue collar professions, persons Qet'uaité
percent of unity occupied by non-whites, a'dummy variable to
account for tax differences between jurisdictibhs.and,median
fémily incomés. These variahles explained approximately 94
per cent of the variations in property values. Air pollution
waé attributed with reducing values by $245-£or-eve:yfo.5
milligram per 100 square centimeters per day ihcrease.in

sulfur. >4

gz Ibid., p. 183.

ibid., p. 187,
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The Model

Dependent Variahle

The sample includes incorporated towns in Nebraska
having more than 2 500 inhabitants in 1970. The dependent

variable is the median value of'ownerfoccupied.housing in

Nebraska. These values were obtained from the 1970 Census

of'ﬂousihg for the thirty-two towns‘in-the'SaMple,‘.Thexe

are actually fortyféight towns in Nebraska which had pop-
ulations'of 2.560 or more in the IQTG'Census, but in oxder
to test the applicability of the Hyman-?ésdurvsﬁu&y éo-
Nebraska the nine largest Nebraska municipaiities were ex-
cluded as they had'doné_in Nortﬁ-Caralina.ss_ Seven additional
towns which had 2,500 inhabiﬁants‘in 1970 h&ﬁ to be excluded
because they had not been included in a separate 196b'éensus.
In shbrt; they had groWn too fast.56

Independent Variables.

The effective property tax rate (X?) wasg chosen to in-
dicate the level of property taxes in the various communxtles.
The effective property tax ra%e is the nomlnal or aetaal rate
‘time the assesément ratio. The effcctzve rate in 1969 in
tthe thirty-two communities ranged from a hlgh of $ll 47 per
‘hundred dollars assessed value to a low of $4. 17 per hundred
dollars. The 0fflClal assessment ratlo, i.e. the ratio of

55 These nine C1t1es are Bellevue, Columbus, rremont, Grand

Island, Hastings, Kearney, Norfolk, North Platte and
Scottshluff.

These seven towns (and thelr 1970 populations) are- Central
City (2,803), La Vista (4, 807), Minden (2,669), Millard
(7,460), Offutt East (5,195), Offutt West (8,445), and
Papllllon (5,606). '

56
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assessment to appraised value in the State of Mehraska is
set hy law at 35 per cent. This variahle was hypothesized to

57 since

have a negative sign and effect on median values,
the property taxes will tend to increase the individual costs
of ownership of real property. The in¢reaseiin ownership
costs would adversely affert the desirabiiity of cwnihq prop-
erty in that mun101pa11ty.

The educatlon expenditure rate per average daily member
(ADM) in 1969 (X;,) was chosen as a measure of the output of
public services, in spiﬁe of the argument of kieslinqsa that
expenditure is an inadequate measure of perférmance. It has
heen hypothesized by‘Tiebout that e&ucétion is an important
aspect in the consumer's selection of the dommunity‘which
offers the public goods and services mix which suits hg}m.s9
Nates identified educationél expenditureg‘és_the largest
expenditure in most local EudQéhs anAd thavﬁdst impoftéﬁi
single item to families with children.5® If this is true,
this variable should have a positive effect on property

values, offsetting, or more than offsetting, the effects of

> Nebraska, Pronerty Tax 1970, A Statlstlcal Report (1970)

) pt 10 . -
58 Herbert J. Kiesling, "Measurlng a Local Government Service:

A Study of School Districts in New York State”, The Review
59 of Economics and Statistics 49 (August 1967):

Charles M. Tiebout, "A Pure Theory of Local Expenditures"
Journal of Political Economy 44 {(October 1956): p. 46,
Wallace L. Oates, "The Effects of Property Taxes and Local
Public Spending on Property Values: An Empirical Study of
Tax Capitalization and the Tiebout Hypothesxs“, Journal of
Political Economy, (November-December 1969) : 962,

60
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the tax rate,%?

it should point out tha£ even if the cofw_
relation between per pupil education expen&itures and pupil
performance is nebulous, the parents will often chobsevto re-
side in a school district Qith a reputation for higher‘quali;y
schools, despite the higher-tax rates;sz | |

Median Family'Ihcome'(X ) was chosen as e measure‘of con-
sumer 1ncome, which should have a pOSltlve effect on hou51ng
values. ThlS is true 51nce income represents one half.of
~effective demand. The other half is will, that is, intent to
purchase something. The intent, or w111,'1q dlfflcult to
‘measure, but a cioée proxy ie the percentage change in owner
occupancy, whiqh is presented late, Given phe will to pur~
chase, aﬁ increase in income, reprGSentinq'the meahé with
which to fill the desire or want, should cause an increase in
demand, which should cause the price of existing héuéiﬁg stock
to increase. Incoﬁe should also be higﬁly coxreleted to wage
rates andﬁcoula‘theﬁ be a proxy measure for construction. costs.
An iﬁerease_iﬁ eensﬁructionVCOsts would have the efﬁect_ef in=
creesing housing valuee, even of existing’sﬁock, by re&dcing
the inciination to build, and éreating a'ggeater.deﬁendquf
the existing stock. Again, causing anvinefease.in'hrices;

The pefcentage of housing which is bwher 0ccupiea (xé)
should adjust the downward blas whlch mlqht ex1st in the 1n-e

come variable. ThlS bias would be caused by the understate—

61

Tﬁe total expense of educatlon per ADM was obtalned £roni
the 1969 financial reports of the school districts of each
of the thirty-two municipalities involved.
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ment of median income of homeowners. Since poorer families
would probably rent, more of their income would be subject to
taxation since they would not have a deduction for mortgage
interest on their income tax returns. The hias would also
exist due to the greater number of rooms in owner occupied
houses versus rental units, at a lower cost. In order to
6ffset this bias, this variablé shouid have a negétive sign,Gj
since the income variable was hypothesized to beupoSiﬁive.

The median number of rooms (X,) is‘a_rough measufe of
housing size,‘and'therefore, a measure of Oné of the com-
ponehts of hoﬁsing quality. This is only a rough measure,
but a more accurate measure of qua1ity, i.e, square feel of
heated floor space, is not readiiy available. The median
number of rooms should therefore e#ert-a pqsitive‘influenCé
on median house value and, the coefficient should have a
positive sign.64 | |

Thevgther mgasuré of hdﬁsing\quality, aVeragé age of the
owner occupied,housing_stobk.in the various municipalities was
'nbt‘éVailable. 'A‘proxyAfor thié variab;e‘islﬁhe percentage'
change in owner occuﬁiéd housing uhits_frdﬁ 1960 to 1970_(X3)f
This cduld-aISO be a proky variable for growth and should have
a positive»correlatiéh to‘median housing values. _in additibn,
fhis is also a ﬁéaspre effecﬁive ﬁili. That is,,no£ jﬁét de~

sire, but desire coupled with action to satisfy that desire.

63 y.s. Department of Commerce, Bureau of the Census, United

S5tates Census of Housing: 1970, Vol 29 Mebraska, p. 33.
Ibid ’ ' ' ' ‘ '

64
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It, tﬁerefore, is the other half of the demand £ac£ef (ihcome
being the first half) it should also have a positive effect,
and the coefficient should have a positive sign.55

A measure of the degree urban (X') is obtained by divid-
ing the populatxon of the prlnc1pal city in the closest SMSA
by the distance, in mlles, from each munlcxpality to that
central city. This factor should be a measure of'the accese-
“ability (in contrast to the travel time variable to job

centerS)66

of the major urban areas. This is mdre deeirable
than the travel time variable dﬁe to the eConemy,of‘Nebraske.
Being an eqrieultural state, most of the po ulation works in
agrieultural or agriculture félated-fields, usually lecated
in or around the smaller municipalities. The-twe_and thfee'
hour commuting times prevalent on the east and west'cbééts
are virtually non-existent here. ﬁowever, sinee the SMSA’
central cities are bgsiﬁess centers, their nearness should
have a positive evvect on housing values. (There ate'three
SMSA's in Nebraska: Omaha, Lincoln, and Sioux City, Iowa-
Nebraska, But Denver, CoiOrado,was cldse eneugh.to_affect
Seveh of the western municipalities, )67 HoweVer, a negative
coeff1c1ent could be an indlcatlon that the effects of air
pollution, usually considered to be greater in 1arger cities,
‘was a factor.68

65 Uu.Ss. Department of Commerce, Bureau of the Census, Unlted
States Census of Housing: 1960, Vol. 29 Mebraska, p.

Oates, "The Lfifects of Property Taxes".

U.S. Bureau of Census, Housing Census~ 1970. Webraska ngh—

way !lap 1975. Rand McNalley Co.
68 Norse, "Air Pollution".

66
67
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The state aid for education per ADM (Xll) is included as
a measure of the return of other state tax monies. State aid
to education has been.foupd to have a stimulative effect on
local school districts in Nebfaéka. That is, an ihcrease in
state aid per ADM of one dollar will result in an increase in
expenditures per ADM of more than one dollar by the 1océi
school district. When this aid is SEimulatiVe, 1t w111 have
a tendency to increase property taxes.69 In tnls qxtuatxon,
the coefficien£ of this variable should have a negatiVe sign.
This would, in the minds of many tax-payersé tend td'ih~
~crease the impact of the costs of education on their individ-
ual tax turden.’’

In Nebraska, the state aid for education‘fundé are set
at $55 million per year. Thexlegislature establishes a for-
mula annually for the disﬁribution of thesé-épprbptiatibns
between the schbol‘districts.7l

The total pupulation (¥7) is used to indicate the poten-
tial market for single-family homes. TQ put it simply, the
popdléfion must'ihcreasé} all chef ﬁhings femaining étéady,
in order for the pdténtial mafket to increase,vﬁhe pophlatioﬁ
must increase. If the poPuiation is less than the number of
hdﬁses,_then based on thé_theer‘of supply‘and demand, the

gg Nielsen, "Financial Determlnants"

The allocations of the state aid to education funds were '
obtained dlrectly from the 1969 financial reoorts for each
school district in each municipality.

Interview with Harley Pfeiffer, Nehraska Department of
Education, Lincoln, Nebraska. 1 December 1975,

71



price cormmanded hy the houses will be'lowér."2

The coeffi-
ciont oflthe population'variable shouid,,therefore,,be positive
since the population is the group mhicﬁ'expresses the will

anl, combined with the means, becomes cffective demand.

Federal aid to public schools (Kié) qoheé'iﬁ-mah? areas.
It is most often scen in the Schodl‘lunch pioq:éms,}impact
“;funES ftO‘offset the-econohic impéét of d'féaéialfmilitan
installation within a schobl distriét) éné'funds paid for
the schoo1ing of American Indians. > This aid source was
found to be replacive in the State of Hebraska;74. Federal
aid, when replacive, wi11 Héve a tendency to fake’the-place
of local funds spent on education. Property'téxes COuld-
therefoté ‘be reduced hy oéne dollar for oach dollar of
fedcral aid received by caus sing the exnen,e 1nvolve6 in home
ownérshib to be recduced, thereby cau51ng the‘school dlstrlct
owners hlp to be more d851rcable. fﬁe fedcrél aid per ADM in
“the Jg munlclpalltles ranged from $4.12 to SiliéGé.\”It is
usgd as a varwable here and is hypothesiz ed"fb-haVe'a very
bf itive effect on thn medlan value oF 51nqle famllv homes.

A\ dummy varlable (Y7, X160 X17) was 1ncluded to com—_
‘pensate for 1ntang1ble Factors ﬁelated to the locatlanal
effects which could ex1$t w1th1n tho State of Vebraska. To
assiqgn this varlable to each of the mun1c1pallt1es, the state
72 Paul A. Séﬁueison, EQQQOMiég 8;5 gdigibg (Néw Yofk* Mé?réW‘
73 Hill, 1970).

The amount of federal ald to each school dlstrlct in each
munlclpallty were drawn dlrectly from the financ1al records

of each school dlstrlct

74 nlelsen, "Financial Determinants.
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was divided-inté‘quarters. To accomplish this, an arbitrary
north-south line was drawn approximately fifty miles west of
Lincoln, the capitol city. This division placed all three of
the SMSA's, Omaha, Lincoln, and Sibux City, Iowa-Nebraska, in
the eastern half. Another arbitrary line was drawn from east
to west, north of Omaha. This division piaced bdth Omaha and
Lincoln.in the same, southeast quadrant.

The dummy was composed of three digits to represent the
first, second, or thnird quadrants. TRach municipality'Was
assigned a one in the column representing the quadrant of its
location, the other two columns would,he zero. The mddicipai-
ities in the fourth quadrant were identified by threé zeros.
Figure 1 is a ﬁap on which the divisions have heen drawn and
the municipaliiies-listed fdr each quadrant. This variable
was hypothésized to have a éositivG effect on £he vélue of
ownerfoccupied homes, expeciaily since most~ﬁuhicipalities'
were located in the southern half, and the south-eastern
quarter.

‘The percentage changé in non-white population (Xy13) was.

chosen as a variable to measure any effect race might have in

s _y i L 75
locational decisions of Caucasian heads-of-households. > In

view of the court ordered desegregation in Omaha which found
that segregation movemerits were, in fact, present, a positive
coefficient could indicate that Nedroes were moving éway from
the 1arger urbah centers to excape the pressures of racial

75

U.S. Department of Commerce, Bureau of the Census, Census
of Housing: 1960, and Census of Housing: 1970.
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prejudice. Most éf the muﬁicipélities reflected an ihcréase
in the non-Caucasian races. A negative coefficient could in-
dicate'that the increase in non-Caucasian races was tending
to cause decreases in housing values.

Another variable thought to bhe a factor in_deﬁermining
the values of.owner—édcupied single-family homes is the pér;
centage change in OWner*océupancy by non-Cancasian races;76
In two of the 32 municipalities there was an increase in
owner-occunancy by non-Caucasian races. The remaining 30
municipalities had either a decrease or no non—Cauéasiah
races at all. Since the ownership is decreasing( or remain-
ing static, a negative coefficient would he an indiéation of
prejudice on the part of the Caucasians. It could ihdicate
_that Caucasians are moving to thé'sméller mUnicipaiities to
escape the pressures of minority'civil-rights movéments‘in
the urban areas. This would force the nonwﬂancasians into
the central cities leaving the small town almost totally
white and, therefore, hoté_désirable to others who relocate
for récial reaéons.‘ | |

The fertility ratio (ylsy meaéures the‘ratio of five
year old chlldren to women over eighteen vears of age 1n each
mun1c1pa11tyi77 A posltlve coefficient for thls varlahle

could be indicatlve of the power of this varlable as a proxy

for population, éspeCiaiiy if there is a great degiee of

76 -

77 Ibid. _ , L . _ ‘
U.S. Department of Commerce, Bureau of the Census, United
States Census of -Population: 1960, Vol 29, Nebraska,




31

inter-dependence.

The per-capita state and local taxes was included as a
variable to provide a.complete-tax figure at the state and
local level. This variable-(xs)’éhould have a negative effeét
on housing values in as mucﬁ as there are different 1oca1
taxes in each municipalities. There is a state inconie tax
and a sales tax in Mebraska. If the municipality has aédéd

78

additional taxes, the differential éhoﬁld appear here, in

the form of a negative coefficient.

78 1pid.
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EMPIRICAL RESULTS

The model was analyzed using the least squares regression
technique and multiple cérreiation analysis was employed to
test the hypothesis put‘forth‘in the pregeding sectiohs;

In the Cmeined'model using all 17 independént vafiables,
''odel I , the coefficient of multiple determinatioh-Was{_

RZ = 0.6006. .The_cgefficient.ofrmultiplevdeterminafionbﬁsing
iny five variables, HModel II., Was4R2'=O.4340 However,
three of the five variables were significant at the 1 per
cent level, whilé the remaining two were significant at the
5 per cent level. | |

In the combinéd model,  the mOSt'signifiCanﬁ‘faétor’was
found to_be Méﬁian{?amily Income. This variablgthgniuséd
alone had a‘cocfficiénﬁ bf:cbrfelation of»szé 0.ﬁ§63;‘ It
proved significant‘in allimodel sizes. ﬁbwe&ér;“thé'reé
1a£ionéhip»was negative‘instéad of éositi&é,]as anticipated;
This would indicate that.aé‘ihC?me‘éogs‘Qown; the Vaiué pf
housing WOuid go mp. In attempiing'tb éxpléin'this anomé1y,
se?éral’HypothesiS afé formeé.t.The berCQhﬁéééldf'hqﬁséé»
which are.Ownérfhccupie& did, as aﬁticipatéﬂ,'effeckthoﬁéidg
values offsetting the effect of ﬁediénAincohé‘ Nowever, this
variable had a positivé éignfrathéf tﬁah'a-negativérsign as
anticipated. Whére‘income'hqd a negative effect on housing
Valueé, berCentage 6f dwhéﬁ OCéuﬁaﬂcy‘had a émsitivg effect.
The median ﬁﬁmber_of roéms_in owﬁéf-OCCupied EOusin§, another
proxy vériable.for incomej had a positive effect as antici-
pated. Theupercentage'éhaﬁgé in ﬁon~Whi£e‘OWner occupancy

also proved significant. Thisyvariable was the second most
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significant factor. This variable had a negative sign, és
expected. This, then, gives credence to the hypothesis that
white-flight from the cities and the converse, non-Caucasian
drift to the central city, has a significant effect on
housing values. The percentage change in non-Caucasian pop-
ulation, which was never significant, was tﬁe‘ninth variable
to produce a "best fit" model. This indicates that as the
non-Caucasian population decreases tﬁe housing value in that
city increases.

The education expenditure per ADM did not have the an-
ticipated sign, indicating that increases in school spending
causes a decrease in valiues of houses in that area. This
indicates fhaﬁ; if‘expenditﬁres for éducationvare'a valid
measure of the quality of the education given by\thé_Scﬁool,
education is nét, necessarily, the most important sihgle
item to fémilies,witﬁ children.

Féderal‘Aid'éo éduCgtioﬁ was found to bé significanfa
However, the sign was negati&e_raﬁher than thé ahticipated
pdSitiVe;.'Thistis perhéps due to the actual incidenceﬂbf
federal aid. These programs are most dftén énéoﬁntered'in
ibw income areas where tﬁe price of housihq‘is aiready low
or depressed. If Ehis is the cése,;the,housihg'vélues'
could be effecting the amount of federal aid and ﬁot vice
versa.

The fertility ratio had a negative effect on housing
values. This should indicate it-ﬁas little value as a proxy

for population .
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Surprisinag enough, the duﬁmy variables took on splitA
significance, The dummy assigned to indicate those sectbrs
in northeast ﬁébraska was significant at the 5 per cent level
in Model II., which employed five variables. The,next most
significant variable was the durmy variable which ideniified
those cities in the northwest quadrént. In a model using
six variables, this variable was most sighificaht;  Howéver,
this variable was not even significant atAthe 10 per cént
levél. It éid‘reSulﬁ in an increase in the qpefficient of
multiplé determination from an re of 0,4340 using five

variables to an n2

of 0.4537 using this sixth variable.

State aid to education héd a negative effect.onthQSing
values, as anticipated. This variable was not gene:aiiy
éignificant, only in four of the SeventeenmedeLsé ;it was
‘never significant at a level gréater than 190 pér cent.
However, it was onc of the variables which éroduced fhe
"best f£it" in 11 of the-l? models.

The effecﬁivé prdperfy tax did not have_the ahticipétea
negative effect on:houéing vaiues. On thechnirary;'this
variable hd& a positive effect,'inaicating,that, taxes
increase, so will property Values. This variablé pfbdﬁced
"best Fit" in six of the 17 models. _waévef; it was hever
significant to even the lo'per cent level. |

The other_measure of taxes, per~éapita3s£ate ané.io¢ai
taxes, also had a positive éffe¢t on housiné‘values6 This
was also contradictory to anticipation. This variable was

important in seven of the 17 models. It was the eleventh
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factor, prodﬁcing a "hesﬁ'fit“ hodel. It was Signifiéant at
the 1 per cent level in two models, at the 5 per cent level
in one model, and at thevlo per cent level in twovmodels.

Total-popﬁlation was instrumental in prbdﬁcing "hest
fit" in nine of the 17 models. It was significant in five
of the nine models, always at the 5 per cent level.

‘he degree urban, which was measured by the proxihiﬁy
of the suhject municipality to the central city of the
nearest Standard Metropolitan Statistical Area (SMSA), was
an effective vafiable in 11 of the i? rodels. It was signifi-
can£ in six of these mbdeis, in five of these at the S»per
cent level., It ha&_a'pqsitiVe effect on housina values in-
dicating that‘ﬁhe nearness of the central cities with it
johs and commercial aCtivities is an importanﬁ factor in

housing values.
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Results and Conclusions

The goal of this paper was to identify the possibhle
effects of state and federal aid to education on the values
of single family owner occupied‘housing in the State'of
Nebréska. A second goal was to determihe ihe_effects qf
property.taxes on the median values of ownef 6ccupiéd hoﬁéing;
Several variables were introduced in an afﬁembtltofiéentify
those whiéhvexe;ted the greatest influeﬁce 6n Qaiues to
facilitate future study. |

State aid to public_schools, has a‘negAtive éffe¢t‘on
housing values. This tends to reinforce‘thé findiﬁg;ihét
state aid is stimulative, causing more expenditures in‘the
school sector) rather than reducing taxes. The stéteiéid,is
capitalized into housing in the férﬁ of depfeSSedrésidéhtial
values. Federal aid'td-educatibhviS-alséICépitalized into
depressed residential values. Therefore, instead of in-
ﬁreasing Values;‘these‘SOCial programs acﬁuallyrplayfa
significant'roie'in reduéihg the values Of'hoﬁsiﬁé‘in,thé
.areas'ofJNebraska”:eCeiving the aid. This is ébntradictory
to the widely held beliéf that these forms of aid will be
to the benefit of éyefyOhe,ih‘ﬁhé area.

‘Neiﬁhér préperty takéé nor state and 1oqéi ﬁéxéé wefe
found to depress housing values. ﬁhey are not capitalized
.throﬁqh residential values. In fact, taxes werevfound‘to
.have a positive effect'On housiﬁg‘§alues. Tﬁis\ﬁouid‘in~
di¢ate‘that, ét_least to sbme_extent, people look éﬁ ﬁigﬁer
taxes as favérable. This is possibl an‘indi¢ation of‘an-

ticipated favorable effects on the community in the form of
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greétér tangible benefits, i.e. police and'fife ptotection,
more and better parks. The expenditﬁres for education, do
offset the effects of the taxes. However, the educatibn
expenses in Nebraska do not increase housing values, but
reduce these values.

Median family income has proven very significant ih the
deterﬁinatinn of single family owhet—OCCupied housing in
Nebraska. However, the éffect is negative instead of posi-
tive. This would imply that as the income goes up, the
value of the housiné goes down. tﬁis contradicts the
5Filtef" theory which states that as people hecome more
affluent, they will move to hetter housing leaving their old
units for eclements of the lower economic  strata to occupy,
£hereby increaSing théir housing standards. The‘rééﬁlts of
this stuay indicate that just the Opposité oceurs in
Nebraska. This indicates that more étﬁﬂy'is needed to'verify_
this conclusion.

In attempting to identify édhe of the determinants in
‘housinQIValues'in Nebraska, agide'fkém‘inédme, racial pref
judices seemed to be most important. This dOes,n6£ sub-
étantiate the view of heé}tors that edonomics‘tends £o
equalize everyone. In‘Nébiaska; the raCiai»make~ﬁp of»a.
municipality has a definate;and significant effect.cn'»
housing values. As the percentage of non—éaucasia?s in a
city increases, the'Qalue‘of the housing in that city_de~
creases. The cauc¢asians seek to escape tﬁéunohfcaucasiaﬁs.

The significance of .this variable is that Nebraskans
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who voice'opposition to bﬁssing to échieve integration in
public schools are not truly,and solely opposed to bussing.
The weight the two racial variables indicate that the‘actﬁai
reason for the opposition is racial. This is also an area

in which more study is needed.
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