
 

 

 

Unintended Consequences 

The Quest for Sales Tax Revenue 

By Bruce Kaplan, Senior Broker Associate 

We continually see our local municipalities coveting sales tax revenue as a source of bolstering their 
budgets. Sales tax is a significant line item in the budget in towns like Algonquin, Crystal Lake and Lake in 
the Hills, to name a few. They count on this money to pay for services and special projects. 

Some towns are using zoning to try to force only sales tax-generating retailers into the vacant 
storefronts to the exclusion of office or service-type businesses. Lake in the Hills recently passed an 
ordinance that requires office and service uses to apply for a special use permit in order to occupy space 
zoned B-2 or B-3 (retail district). This ruling has negative consequences in the real estate market, as well 
as to the residents. 

The retail industry has changed with the advent of Google and Amazon and the Overstock.coms of the 
world. Many brick and mortar stores are going “lights out” and landlords are struggling to keep up 
occupancy rates. Many have lost their buildings to the bank as vacancy factors go so high that there is 
no longer enough income to pay the debt service and expenses. So for a town to say to a landlord that 
he must find a sales tax generating tenant when these are few and far between is a severe hardship on 
that landlord. And to throw up an extra roadblock with delays and expense incurred to try to get a 
special permit adds insult to injury. 

This new ordinance will increase (not decrease) vacancy rates, lower net operating incomes, drive down 
market values, drive down Equalized Assessed Values, and ultimately lower the real estate tax base from 
commercial properties. The unintended consequence of this very real sequence is to shift the local tax 
burden to the residents. If the residents understood what their elected officials were doing to them, 
they would vote them out of office. 

We like to ask government officials to let the free market operate without interference. Service and 
office uses work hand in hand with retailers in the shopping centers. Mom drops the kid off at Pro 
Martial Arts or Huntington Learning Center, and she goes to Costco or Lowes to shop, hence generating 
more sales tax. 

Sales tax revenue is important to towns and finding ways to increase it is a worthy objective. But the 
desire for more sales tax revenue must not be allowed to tamper with market forces. Towns should not 
impose their will on landlords by dictating a new set of rules that causes their investments to lose value.  
Service and office tenants have options. If one town throws up roadblocks, they will just go up the road 



to another more welcoming town. This is a more complicated issue than meets the eye. We are hopeful 
that Lake in the Hills will reconsider their new ordinance and go back to allowing office and service uses 
in their B-2 and B-3 zones. 

Being the only commercial brokerage located in the Village limits of Lake in the Hills, we spend a good 
amount of our day trying to sell clients on the benefits of moving their businesses to the town. If this 
new ordinance isn’t rescinded, our job just got harder. 

 


