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Model Development

* Prepared regional fiscal model for member agencies in
Maricopa and Pinal Counties to analyze impacts of different
land use scenarios

* First model created in 2001 as part of Growing Smarter,
updated in 2013

* Collected budget data and tax rates from each community
plus Maricopa and Pinal Counties

* Developed generalized set of O&M revenues and expenditures
* Collected socioeconomic data and land use data

* Developed fiscal rates for revenue and expenditure line items
using socioeconomic data and created averages by city size

group




Applications of Fiscal Impacts in
Land Use Planning

* Measure costs and benefits of specific projects or small area
plans or entire general plan land use

Relate development issues to the underlying fiscal structure
* ldentify potential future shortfalls that need be addressed

* More clearly direct economic development objectives




Analysis of Land Uses

* Used fiscal model to analyze the impacts of one acre of
various land uses in each member agency

Office, industrial, retail
Five residential densities

* Results shown here are grouped by size of community

* Detailed results by community are included in the report




Industrial Impacts
Ratio of Revenues to Expenditures
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Presenter
Presentation Notes
Results shown in terms of ratio of revenues to expenditures
GT 1 is a positive net impact, LT 1 is a negative net impact
Results are only order of magnitude so close to 1 is a neutral impact

Results are as much driven by tax structure as city size and range of services provided.
Cities with no property tax do not benefit as much from industrial-leasing helps
Industrial development is lower density and typically creates less impact on services.  Primary revenues are property taxes on real and personal property.  Assume 50% leased space.


Office Impacts
Ratio of Revenues to Expenditures

2.00

1.50

1.00 -
0.50 - I
O-OO ; [ [ [ [

Extra Large Medium Medium  Small Pinal Maricopa
Large Large County  County



Presenter
Presentation Notes
Office is highest density among non-residential uses.  More value per acre but also more employment. Real property values are about 2.5 times the level for industrial or retail development. 

Generates property tax based on higher AV, but also sales tax on leases.  Assume 85% leased

Greatest positive impacts are in cities with high rates for both property and sales tax.  Depending on sales tax rates, impact may not be positive in cities with no property tax.



Retail Impacts
Ratio of Revenues to Expenditures
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Presenter
Presentation Notes
Due to structure of sales taxes in AZ, retail development generates substantial net positive impact in all cities.  However, it requires residents to support retail.
Retail creates greater impact on roads and public safety but more than enough taxes to offset those impacts.
Maricopa County has no general fund sales tax and thus comes out negative at 0.88.
Typically less AV from retail than office or industrial.

Pro-forma assumes fixed taxable sales of $196 psf but typically these vary by location and type of retail development


Key Factors in Fiscal Results

* Type and mix of land uses
* Local revenue structure

* Characteristics of development
Density (both for square footage and population/employment)
Value of land and improvements
Taxable sales or leases
Level of service and range of services provided
Level of government (city vs. county) A
Development timing



Presenter
Presentation Notes
These are general factors that apply to land use fiscal impacts for individual communities and developments


B
Residential Impacts

Ratio of Revenues to Expenditures
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Presenter
Presentation Notes
Residential generally does not generate enough revenues in isolation to offset cost of services.  In this case, service demands in model are heavily driven by population and employment so as density increases, so do expenditures.  Increased number of housing units per acre does not create sufficient increase in property tax revenues to offset increase in service demands from more people.  However, there is a lot of variation between cities.

In the case of infrastructure (not modeled here) the reverse is true and greater density tends to reduce costs.

Multi-family creates sales tax and so select cities with higher sales tax rate and high land values may have positive impacts from multi-family.  Also, higher rents results in more sales tax but often lower ppdu.  Rents are held constant in our model but in reality this factor would vary by city and type of MF development.

Only one city showed a positive impact for rural residential due to combination of high property and sales tax rates and high land values (Queen Creek).

 

 



[ssues for Further Study

* While the model measures the impacts of different land uses,
it does not account for the market feasibility of future land
use plans

* Fiscal model is based on average expenditure levels for city
size groups but in reality there are differences between cities
of similar sizes and development stages that are not captured
in a regional model

* Cities in @ metro area do not function in isolation from a
development perspective. While retail development alone
does not create a healthy economy, it is fiscally sustainable as
long as there are residents and job opportunities nearby to
support it.



Presenter
Presentation Notes
The bottom line is that cities must have a balanced mix of land uses for both economic and fiscal reasons.  Residential development in isolation is not generally feasible.  However, residential development is necessary to support demand for retail, and to create a labor pool for office and industrial uses.  At the same time, retail development as the primary type of non-residential development in a community would create a strong fiscal impact, but would not result in a healthy economic base. The fiscal impact model is a useful tool in illustrating how growth patterns impact local budgets in the long term.



Contact Information

* MAG — Scott Wilken
swilken@azmag.gov

* Applied Economics — Sarah Murley
smurley@appliedeconomics.net




Nonresidential Pro-Formas

Characteristics Office Retail Industrial
Square Feet 15,769 8,708 11,602
Employment 60 16 12
Construction Cost $1,800,315 $685,949 $729,044

Taxable Sales $0 $1,702,628 $0



Presenter
Presentation Notes
Created pro-formas to illustrate the comparative impacts of development in several generalized categories

Land AV varies by city, improvement value based on construction cost
Assume office and retail are 85% leased, industrial is 50% leased for sales tax purposes



Residential Pro-Formas

Single Family Multi-Family
Rural Medium Lot Small Lot High  Very High
Characteristics Residential ~ Residential Residential Density Density
Housing Units 0.2 4 8 12 34
Population 1.41t04.0 2.2105.0 2.1to 4.7 1.8t02.5 1.7t02.4
Square Feet 2,800 per unit 2,200 per unit 1,200 per unit 1,000 per unit 800 per unit
Construction Cost $46,166 $749,593 $745,536 $1,210,680 $2,960,992



Presenter
Presentation Notes
Also looked at five different residential scenarios
Value of land varies by city but value of housing unit is fixed.  Population per unit also varies by city.
Model assumes taxable rents from multi-family development


FTE City

Jurisdiction Population Employment Staff
Extra Large

Phoenix 1,449,242 789,760 15,000
Large

Mesa 439,929 171,720 3,491
Glendale 227,217 86,160 1,966
Scottsdale 217,365 175,200 2,455
Chandler 236,687 120,840 1,588
Gilbert 209,048 81,300 1,188
Medium Large

Tempe 161,974 179,560 1,797
Surprise 117,688 22,640 769
Peoria 154,164 45,240 1,101
Medium

Avondale 76,468 16,720 484
Buckeye 51,019 16,080 339
Goodyear 65,404 28,660 505
Fountain Hills 22,444 5,900 58
El Mirage 31,911 4,620 160
Apache Junction 35,828 6,435 241
Florence 25,637 8,862 252
Maricopa 43,598 3,649 216
Queen Creek 26,448 7,260 159
Small

Paradise Valley 12,810 4,700 76
Guadalupe 5,540 1,020 45
Wickenburg 6,353 3,860 86
Tolleson 6,573 11,280 168
Litchfield Park 5,467 2,240 31
Cave Creek 5,005 2,000 38
Youngtown 6,154 1,380 18
Carefree 3,358 1,500 14
Gila Bend 1,932 940 23
Pinal County 389,192 44,197 2,217

Maricopa County 3,884,705 1,706,300 15,118
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