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DATE:		December 20, 2000


TO:	Linda Finger, Director of Planning


FROM:		Planning Staff


CC:	Mayor, City Commission, LHBA, City Manager, Assistant City Managers, and Finance Director


RE:	“Fiscal Impact of New Single Family Subdivisions on the City of Lawrence, Kansas” by Dave Bamberger and Mark Dotzour





After reviewing the “Fiscal Impact of New Single Family Subdivisions on the City of Lawrence, Kansas” by Dave Bamberger and Mark Dotzour staff has identified a number of issues and concerns regarding the report.





The report begins with the statement “New homes contribute new revenue to city governments, which is used to finance the delivery of city services and build new public infrastructure to serve new neighborhoods.”  Public education, while not a city service, is a significant part of the public infrastructure that serves new neighborhoods.  The “Fiscal Impact of New Single Family Subdivisions on the City of Lawrence, Kansas” completely ignores this expensive piece of the neighborhood puzzle.  Unlike the construction of infrastructure inside a new subdivision, the cost of which can be assessed to a specific subdivision, the cost of constructing, staffing, and maintaining a new school is distributed throughout the entire community.


Finding 1 states that developers pay for planning and platting submittals and building permit and inspections.  The developer does pay a fee for all these services, but the fee does not cover the entire cost associated with reviewing development proposals or inspecting new construction.  The General Fund funds cover the remaining costs associated with these items that are not paid for by submittal fees.


A larger omission is the financing for the streets, water lines, and sanitary and stormwater sewer lines that serve any new subdivision.  Developers may bear the brunt of the infrastructure costs within a subdivision, but the majority of the infrastructure improvements (arterial streets, large capacity sewer and water lines, intersection improvements) necessary to connect the subdivision to the existing city infrastructure are financed by the city as a whole.  The report does not even mention the cost and financing of the expansion of the water treatment plant.  The city’s 2002-2006 Capital Improvement Plans (CIP) contains a number of items that will provide new or improved infrastructure for the newer portions of the city.  These items are to be funded by the city as a whole.


Throughout the report the authors compare revenue generated by households in “new single family homes” to an “average household” living in an established portion of the city.  The amount of revenue generated by an “average household” is calculated by taking revenue line items from the 2000 City Budget, adjusting them by a “Percent from Households” percentage (pg 15 of the Report; the report does not document the source of this percentage), and then dividing the result by the total number of estimated households living in the City of Lawrence in the year 2000.


There are a number of problems with this methodology.  The first is how the two sets of numbers are derived.  The sales and property tax revenue generated by an existing “average household” is derived for all the households in the City of Lawrence, including those households that are renters or living in multi-family units.  The “average household” numbers are then compared to a household in a new single-family home.  While the effect of this error may be difficult to judge it definitely skews the data.  Property tax on multi-family units is assessed at a different rate than single-family homes.  There is also a significant difference between the income of homeowners and renters and household income is an important factor in the report’s conclusions.  Additionally, it is difficult to determine how much of the property tax costs are passed on to rental households and much is paid for by the property owner.


The City of Lawrence as a large number of households who are renters living in either multi-family or single dwellings.  Using the estimated number of households to create an “average household” and comparing that to a household living in a new single-family dwelling creates an unfair comparison.  The presence of renters and households living in multi-family dwellings must be taken into account when creating a comparison between existing households and households in new single-family subdivisions.  In order to provide any significant comparisons between existing and new subdivisions, the comparison must be between subdivisions that have a similar household and dwelling unit composition.


An additional problem with using city household figures from the year 2000 is that of “double counting”.  All of the subdivisions listed on page 8 in the report have already seen a significant amount of development in the past 2-3 years.  The households that have moved into these subdivisions would be included in the household estimate for 2000.  The report’s comparison is intended to be between households in existing subdivisions and households in new subdivisions.  However, 2000 household estimate used to create the “average household” in an existing subdivision includes households in both existing and new subdivisions, thus inflating the number of households living in established subdivisions and deflating the revenue generated by an existing average household.


The report simply looks at the contribution made by a one single-family dwelling in a new subdivision.  It does not look at subdivisions as a whole.  One household in the Heritage subdivision does generate more revenue for the city when compared to a single household in an existing subdivision such as Indian Hills.  But the report does not look at the cumulative revenue generated by each respective subdivision.  Heritage subdivision will consist of only 25 households, while the Indian Hills subdivision has over two hundred households generating revenue for the city.


The number of omissions (such as not including school district or infrastructure costs), plus the questionable methodology of comparing existing households (which includes renters and households in multi-family units) to households in new single-family subdivisions and the underestimation of revenue an existing “average household” generates for the city, makes the findings in this study suspect.
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