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The Economics of Urban Sprawl

prawl simply happens. In our time, it has
Saecome a ubiquitous feature of our nation's

andscape. L ow-density suburban devel opment
hasinexorably crept acrosstherural landscape, steadily
transforming farms, forests and fields into residential
subdivisions, strip shopping centers and roads. In just
afew decades, growing communities find that dozens
of square miles of rural land have been converted into
impervious cover and turf. At the sametime, residents
discover that roads are congested, schools are over-
crowded, andthesenseof placethat originally attracted
them has diminished.

Urban sprawl is also increasingly recognized asa
primary factor reducingthequality of streams, lakesand
wetlands in many watersheds. A growing body of
research clearly documentsthat the creation of imper-
Vious cover accompanying new growth causes a pre-
dictable and profound decline in critical elements of

aquatic ecosystems(see Schueler, 1994). What ismost
disturbing about this research is that impacts start to
occur at arelatively low level of impervious cover—
about 10%. To put this number in perspective, it's
roughly equivalent to the amount of impervious cover
produced by large-lot residential development.

Animplication of thisresearchisthat sprawl isnot
only likely to degrade the quality of individual water-
sheds, but isalso likely to degrade alarger number of
watershedsthan amore compact devel opment pattern.
A defining feature of sprawl is that it spreads out
development over amuchwider areathanwoul d other-
wiseoccur. Thepotential effect of sprawl onaregion’s
watershedsisillustratedin Figure 1, which comparesa
dispersed sprawl patternwithamorecompact devel op-
mentform.

Plannershavebeen proposing morecompact growth
patterns for many years. Regiona plans for “smart

tion.

The left panel shows the dispersed pattern of low-density sprawl, while the right panel shows a more
compact development pattern concentrated in existing growth centers. At a regional scale, compact
development produces less impervious cover, and subjects fewer watersheds to possible degrada-

Figure 1: Dispersed Versus Compact Development at a Regional Scale
(Wells, 1994)
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growth” have been forged to respond to the problems
of sprawl by concentrating new growtharound existing
development centers or regions served by suburban
transit. By accommodating growth strategically com-
pact devel opment can preserve primeagricultural land
and sensitive natural areas while also reducing costly
congtructionof newinfrastructure. Burchell and Listokin
(1995) have defined planned growth as“ an attempt to
maximize development resources and limit costs by
containing most growth withinlocationsthat are more
efficient to service.”

Whilefew people celebrate sprawl, many perceive
that its unpleasant side effects are compensated by the
economic growth that it creates. This may help to
explain why sprawl patterns persist despite thousands
of studies, meetings, commissions and conferences
that havetriedto manage, control, redirect or eliminate
it. In this article, we review the economics of sprawl
development, and critically examine the conventional
wisdom about itseffect on thelocal economy, govern-
ment budgets, |and property val ues, and thecommunity
atlarge.

I mpact onthel ocal Economy

A healthy regional economy is an interconnected
webbuiltondiversification, witheach sector relyingon
the others in the system. Just as the environmental
effects of sprawl development can be felt throughout
the ecological system, so too are the economic effects
of sprawl felt throughout theeconomy. Thesedetrimen-
tal effects may be masked temporarily in a“hot” real
estate market, butinall likelihood they will eventually
emerge.

Because sprawl development has adverse impacts
ontraditional local industriessuch asagriculture, fish-
eries, forestry and tourism, it can weaken economic
diversityintheoverall regional economy. For example,
low density sprawl isprojectedtoresultinthefragmen-
tationandlossof 12% of agricultural landinCalifornia
which, in turn, will reduce the value of agricultural
products grown in the Central Valley by $2.1 billion
annually by theyear 2040. “ That would be the equiva
lent of wiping out the entire agricultural production of
New Y ork, Virginia, Oregon, or Mississippi,” according
toAmericanFarmland Trust (1995). Theindirect|ossof
sales to businesses such as fertilizer and equipment
suppliers and food processors would reach about $3.2
billion a year. The loss in income for growers and
workers would amount to $2.7 billion over the same
period. The American Farmland Trust (AFT) study
concludes that managed growth could save Central
Valley agriculturerevenuesof about $72 billion by the
year 2040.

The consequences of activity by agriculture, tour-
ism and other local industries are felt in the economy
through what are termed multiplier effects. Multiplier

effects can be described astheincreased buying power
of adollar asit movesthrough theeconomy. Thereare
different multipliers for various market sectors and
regions of the country. Generally speaking, however,
eachdollar spent by atouristwill createasmuchas$1.50
asit movesthrough thelocal economy. Thisincreased
purchasi ng power of money spentinamarket sector can
haveadramaticeffectlocally, particularly if onesector
of theeconomy issuddenly lost. Thelossof thefishing
industry, for example, canbefeltinother closely allied
sectorsof thelocal economy such asboat building and
marine supplies, but the effects ripple through other
sectors as diverse as grocery stores and personal
service providers.

I mpact of Sprawl on L ocal Gover nment Budgets

One assumption about sprawl isthat by promoting
residential development, local tax revenuesareincreased,
which ultimately lowers everyone's property taxes.
Although new development certainly increases the
local tax base of the community, new homes and busi-
nesses also increase the cost of municipal services:
roads, schools, sewage treatment, water supply, fire
services, libraries, and parks and recreation. Sprawl
development traditionally brings both residential and
commercia development. Residential developmentis
usually atax negative, assingle-family detached homes
cannot pay their full way for services. Whilecommercial
development can be an initia tax positive, it tendsto
attract moreresidential development aspeoplemoveto
homes closer to where the jobs are located.

Several reasons explain why spraw! development
increases the cost of services. Since sprawl develop-
ment is located away from established centers, new
homes and businesses cannot utilize existing services
and infrastructure. New infrastructure must be built,
often over longer distances. Thismeans more miles of
roads, sewers and water lines are needed, driving up
servicecosts. Large-lot development meansfewer tax-
payers support higher infrastructure costs per house-
hold. In addition, more and smaller sewage plants,
schools, libraries and other improvements are often
builttoservethenew, spread-out, low-density commu-
nities. Such inefficiencies lead to higher coststo treat
agallon of sewage or educate a student (Burchell and
Listokin, 1995).

A number of economic studies have detailed the
differences between sprawl and compact growth pat-
terns(Duncanetal., 1989; Frank, 1989; Burchell, 1992).
These studies have compared costs for suburban
“sprawl” versusmoredense, mixed-usegrowth. While
both growth patternstypically result in the same num-
ber of people and jobs, compact growth protects a
greater share of farmland, forests and natural aress.
Together, the three studies show that planned develop
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ment consumes about 45% less land, costs 25% less
forroads, 15%lessfor utilities, 5%lessfor housing, and
2% lessfor other fiscal impacts(Burchell and Listokin,
1995).

When translated into absolute dollars, these sav-
ings are significant. As one example, Burchell (1992)
found that the state of New Jersey could save $1.4
billion (in 1992 dollars) over 20 years by encouraging
compact growth rather than allowing current sprawl to
continue.

Another way to express the costs of sprawl is to
examinethecost of providing servicetoasingledwell-
ingunit. Frank’ 1989 study reviewed 40 yearsof fiscal
impact studies, andfoundthat it coststwotothreetimes
more to service homes in low-density developments
located far from public servicecenters(Table 1).

When public services are extended out to new
developments, funds must beraised for theinfrastruc-
ture through increased property taxes, impact fees, or
other means. According to Brett Hulsey (1996), Wis-
consin towns estimate that each $1 million in new
residential construction costs adds $30 to each prop-
erty tax bill to pay for morepoalice, fire, sewer, schools
and other services. In another Wisconsin town, it was
estimated that it coststaxpayers $1,060 to service new
residential development, compared to each $1,000 the
new ownerswill pay intax revenue.

In Culpeper County, Virginia, a 1988 study con-
cluded that an “average new residentia unit can be
expected to produce a deficit in the county budget of
$1,242—an annua ‘bottom line' negative balance of
capital and operating expenditures over revenues’
(Vanceand Larson, 1988). In addition, tax billsfor all
residentsin the county would need to rise by as much
as 80% to offset the costs of new developments. In
PrinceWilliam County, Virginia, another fast-growing
bedroom community, officials estimate the costs of
providing public services to a new residential home
exceedswhat isbrought infromtaxesand other feesby
$1,600 per home (Shear and Casey, 1996).

Unlikeresidential devel opment, farms, forests, open
space and commercial development provide a net tax
benefit to the community. Studies across the East and
Midwest have analyzed the costs of servicing various
landuses(VanceandLarson, 1988; AFT,1994and 1992;

Hulsey, 1996). On average, these studies show that
public services cost only 32% of taxes received for
commercia devel opment, and 37% of taxesreceivedfor
agricultural, forest and open space. Thisiswhy it makes
senseto pay farmersfor devel opment rightssothat they
can continue farming and the community can keep its
property tax rate down. Table 2 shows the costs of
services as a percentage of taxes received from three
different land usesin 10 communities.

I mpact of Sprawl ontheL andowner sand
Homebuyers

Spraw! also has economic consequences for indi-
vidual property owners. Two groupsneedtobeconsid-
ered in discussing the effects of sprawl on property
owners:. thosea ready owning property and homebuy-
ers seeking affordable homes. Sprawl development
eventually increases local property taxes in order to
meet increased demand for services. This results in
higher taxesfor existing property ownerswho canleast
afford it: the poor and elderly residents on fixed in-
comes. |nsomecommunities, thehigher property taxes
can displace long-term residents.

Spraw! devel opment al so tendsto drive up the cost
of new homes, since more infrastructure needs to be
constructed for each unit. The needed infrastructure
includes increased costs for longer roads, storm sew-
ers, sewer and water lines, and other utilities. In most
subdivisions, infrastructure service costs can amount
tohalf thetotal cost of development (CH2M-Hill, 1993).
Sinceinfrastructurecostsincurred by thedevel oper are
often directly passed aong to the homebuyers in the
form of ahigher salesprice, thiscan reduce the supply
of affordablehousing. Inaddition, sprawl development
increases impervious cover, generating more runoff,
and consequently higher costs for storm drainage and
treatment systems. The higher cost to build large-lot
development is usually counterbalanced by the much
lower cost of land at the suburban edge. Indeed, the
price and supply of low-cost land are often the prime
engine driving sprawl development patterns.

Still, thereisastrong market for low-density residen-
tial development. Many homebuyersdo have adeeply
rooted preference for suburban housing patterns that
canaccommaodatetheir mobilelifestyle. Market surveys

Table 1: Comparison of Capital Cost of Services for a Single Dwelling Unit

(Frank, 1989)

Development Pattern

Capital Cost (1987 Dollars)

Compact growth
Low-density sprawl

Low-density sprawl, 10 miles from existing development

$18,000
$35,000
$48,000
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Table 2: Cost of Servicing Different Land Uses As a Percentage of Tax Revenue Received

Residential Commercial Farmland, forest,
Study Location Development Development and open space
Culpeper County,VA?2 125 % 19% 19%
Connecticut average ? 106 47 43
Massachusetts average P 112 42 33
New York average ? 124 24 35
Town of Dunn, WI ¢ 106 29 18
Lake Elmo, MN @ 107 20 27
Independence, MN @ 103 19 47
Farmington, MNd 102 79 77
Madison, OH @ 167 20 38
Madison Township, OHd 114 25 30
Average 116 % 32% 37%

Sources: @Vance and Larsen, 1988 YAmerican Farmland Trust, 1992 CHulsey, 1996 dAmerican Farmland Trust, 1994

have consistently shown that consumers prefer resi-
dential subdivisionstodenser, mixed-usechoices. Two
surveys by Builder and Professional Builder maga-
zinesindicatedamajority of new homebuyerspreferred
less dense and more homogenous development pat-
terns to denser ones. A Florida study found that over
two-thirds of 1,400 households surveyed preferred
detached suburban lots to townhouses located closer
to the urban core, even when this choice was directly
linkedtolonger commutesand drivingtimes(Bookout,
1992).

While consumers do prefer the suburbs, this does
not necessarily imply they are satisfied with conven-
tional large-lot subdivisions. Developers have found
well-designed cluster andtraditional urban-styleneigh-
borhoods are very attractive to new home buyers. In
addition, surveys have shown that residentswill pay a
premium to live next to natural areasor in a park-like
setting, asdescribedindetail inthenext featurearticle.
Finally, asenvironmental awarenesshasgrownamong
consumers, themarket for environmentally-friendly com-
pact devel opments has expanded. Recent market sur-
veyshavetracked theascendanceof thispreferencefor
“green development.”

Sprawl andtheEnvironment

Asnoted earlier, watershedsareparticularly vulner-
able to the impacts of sprawl. Even though sprawl
produces relatively little impervious cover, it has a
profound influence on stream ecosystems.

Therapidand striking declineinstream quality that
canoccur inasinglegeneration of sprawl development
isillustratedinarecent analysisof 1,300streammilesin
the Occoquan Basin (Schueler and Claytor, 1997). By
tracking changesin subwatershed impervious cover, it
was possible to forecast the shiftsin stream quality as
aresult of past and futuredevel opment patterns(Figure
2). Ascan be seen, streams classified as sensitive (O to
10% impervious cover) declined from 60% of total
stream milesin 1989 to atotal of only 19% by the year
2020. In contrast, “non-supporting” streams (defined
ashaving poor biological diversity, channel instability
andhighbacterialevels) grew fromamere9%in 1989to
aprojected 39%intheyear 2020.

Spraw! also degrades the quality of the rural land-
scape by fragmenting fields, forests and wetland habi-
tats. Thiscan producealossintourismincome, asland
rentals for hunting, fishing, recreation and other tour-
ismactivitiesall diminish.

Communitiesmay berequiredtoexpendsignificant
sumstorepair or restorehabitat degraded by sprawl. For
example, the cost of restoring degraded water quality
and habitat in the Anacostiawatershed is estimated at
$400 to $1,600 per acre and will require two decades,
without any assurance that it can ever be completely
restored (Schueler, 1995). Many coastal communitiesin
New England that had not effectively regul ated sprawl
development in the past are now finding that the costs
of efforts to reopen shellfish beds are very high, and
have limited success.
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I mpact ontheCommunity

Sprawl can alsolead to areduced quality of lifefor
local residents. AsaBank of Americastudy pointsout,
sprawl leadsto higher costs for businesses and leaves
workers caught in long and exhausting commutes. It
plays a strong role in air quality problems, severe
farmlandloss, and* abandonment of peopleandinvest-
mentsinolder communities.” Criticsof sprawl (Lincoln
Instituteof Land Policy, 1995) havedescribed anumber
of its negative social consequences:

» Poverty is concentrated in dense urban areas
(setting the stage for decline and loss of future
economic development opportunities).

 Societyisresegregated alongeconomicandracia
lines, creating disparitiesthrough residential pat-
terns that produce unequal access to education
and other services.

 Public investment in schools, public safety, and
mass transit systems becomes unfeasible.

* Increased automobiledependenceunderminesor
nullifies effortsto improve air and water quality
and to conserve energy.

TheBalanceSheet: Sprawl asan EconomicDrain

Theeconomicand environmental impactsof sprawl
aresummarizedinthe“balancesheet” in Table 3. After
several decades of study, it is apparent that sprawl
development imposessignificant short-term and long-
term costs on local government, business, property
owners, developers and the environment.

Of course, sprawl won't disappear just because it
doesn’'t make a lot of economic sense. Indeed, prior
zoning has often granted development rights over
much of the countryside, leaving local communities
withfew toolsto prevent sprawl fromgradually unfol d-
ing. Thesetoolsinclude designation of growth bound-
aries, farmland preservation andtargeting of new public
infrastructure investments. Thelast tool isgrowingin
popularity, asstate and local governmentsareelecting
to spend scarce funds on new roads, sewers, and other
infrastructure only within existing devel oped areas or
specially designated growth areas. More communities
now recoghizethat publicinvestmentsshould be spent
to contain spraw! rather than promoteit. Educating the
public and their elected officials about the economic
and environmental consequences of sprawl is a first
step toward better local choicesabout growth manage-
ment.

Feature Article
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Stream quality classification is projected to decline in the Occoquan
Basin as imperviousness increases from 1989 to 2020.

Figure 2: Projected Stream Quality in the

Occoquan Basin (Schueler and Claytor, 1997)
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