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Selected Findings

Contrary to expectations, a comparison
of impact fee usage in 1987 with usage in
2002 reveals a decrease from36% to 25%.

Among cities the use of impact fees is
most prevalent in the Pacific Coast
(62%) and Mountain (55%) divisions;
among counties it is found most often in
the Pacific Coast (30%) and South
Atlantic (15%) divisions. The extensive
use in the South Atlantic division may be
explained, for example, by the high
growth rate in unincorporated areas of
Florida, where there is a need to provide
infrastructure and services to a rapidly
growing population.

A 3
Development Impact Fee Use
by Local Governments
Larry L. Lawhon
Kansas State University

In response to the fiscal consequences of rapid
growth, cutbacks in federal funding, property
tax revolts, and voter resistance to an increasing
tax burden, many local governments have sought
techniques that shift the cost of new infrastruc-
ture and services “necessitated by growth to the
parties responsible for that growth.”1 Develop-
ment impact fees are one technique that is used to
offset the undesirable consequences of growth.2

Such fees also provide local governments with
a revenue stream sufficient to partially or fully
pay for the needed infrastructure and services.
However, development impact fees have also
been criticized for adversely affecting housing
affordability, dampening economic development
efforts, and fostering the exclusivity of commu-
nities that impose them.3

This report discusses the use of development
impact fees by local governments in the United
States. A survey of 1,350 cities and 539 counties
was conducted in March 2002 to ascertain the
extent to which development impact fees are
used, the characteristics of fee users, the types
of fees imposed, and the factors influencing their
imposition.

BACKGROUND

Historically communities have used a cost-
sharing approach through which existing and
new residents have shared the cost of new in-
frastructure necessitated by growth. Traditional
methods of sharing the cost of new capital
items have included general revenue funds; gen-
eral obligation bonds (often used for street im-
provements, parks, or public safety facilities),
which generally require voter approval, have a
lower interest rate, and are retired through lo-
cal property tax collections; and revenue bonds
(often used for water or wastewater treatment

The author was assisted by Marc T. Smith, University
of Florida, formerly facultymember inRegional andCom-
munity Planning, Kansas State University. Special thanks
go to Ben Ehreth, graduate student, Regional and Commu-
nity Planning, Kansas State University, for assisting with
the survey and geographic information system.

plant improvements), which typically do not
require voter approval, have a higher interest
rate, and pledge future revenues generated by an
improvement.
Yet all these methods have drawbacks. Gen-

eral revenue funds are often insufficient to fund
personnel, operations, and maintenance and at
the same time fund construction of new im-
provements and provide additional services re-
lated to community growth. General obligation
bonds require all citizens to pay for improve-
ments (usually through property taxes) whether
or not the individual taxpayer receives benefit
from those improvements. Andalthough revenue
bonds provide an equitable approach to redi-
recting the costs of improvement to those who
use the improved services, state regulations and
bonding requirementsmay limit their use. More-
over, as these cost-sharing approaches for new
development increase the tax burden for exist-
ing residents, many of those residents question
their desirability, especially when they can per-
ceive no direct benefit from the improvements.
Voter resistance to such approaches has led gov-
ernment officials to seek other funding methods
that shift the cost of providing new infrastructure
and services fromexisting residents to thosewho
will actually use and benefit from the needed im-
provements. Development impact fees have been
chosen increasingly to serve this purpose.

Impact Fees and Exactions
Impact fees are a type of exaction—that is,
“a governmental requirement that a developer
dedicate or reserve land for public use or im-
provements, or pay a fee in lieu of dedication,
which is used to purchase land or construct pub-
lic improvements.”4 Community development
regulations typically require developers to ded-
icate land for such features as streets, parks,
and sometimes schools as a condition for de-
velopment approval. Developers are also gen-
erally required to construct and dedicate sewer
and water lines within their developments (the
build-install technique). In lieu of these dedica-
tions and/or improvements, community regula-
tions may allow the payment of a fee that is used

to provide and construct the needed infrastruc-
ture. Some communities may choose more tra-
ditional cost-sharing approaches, such as those
described above, and many use a combination of
dedications and bonds to fund the infrastructure
andservicesneeded toaccommodate community
growth.
Research suggests that there is a correlation

between community growth and the propensity
to use exactions. James Frank and Elizabeth
Purdum, in a 10-year study of local governments,
concluded in 1987 that 85% of surveyed com-
munities used land dedication, 89%used a build-
install technique, and 58% used cash payments.5

Communities that experienced growth rates of
30% or greater during the 10-year period used
all three mechanisms to a greater degree than
those that experienced a slower rate of growth.
Of the high-growth communities, 96% used land
dedication, 94% used a build-install technique,
and 77% used cash payments. This suggests that
communities experiencing high rates of popula-
tion growth are more likely to enact exactions.
An outgrowth of the expanded use of exactions is
a greater reliance on development impact fees to
finance off-site improvements and services ne-
cessitated by new development.
As a newer type of exaction, impact fees have

several advantages over traditional cost-sharing
approaches. The primary advantage is the flexi-
bility in their use to fund various improvements
and services. According to the generally ac-
cepted definition, impact fees are a monetary
payment, predetermined by a formula adopted
by the governmental unit and levied to fund
large-scale off-site improvements, public facil-
ities, and services that are necessary to serve
new development adequately;6 typical off-site
projects and services undertaken with impact
fees include library expansion, streets, parks,
municipal buildings, schools, police/fire facili-
ties and personnel, and water/sewer treatment
facilities.7 Impact fees can also be charged to
new construction on lots platted before the im-
pact fee ordinance was adopted. The flexibility
of these fees also allows them to be applied
to commercial or industrial uses as well as to
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condominiums and apartments, however the
community might choose. Finally, impact fees
are typically imposed at the building permit
stage, when occupancy is imminent, rather than
at the platting stage; this ensures that funds will
not be spent on improvements and services that
will go unused but will be available when the
anticipated growth occurs.

Existing Impact Fee Research
Several noteworthy surveys havebeen conducted
concerning the use of development impact fees.
Through 1984–1985, Gus Bauman and William
Ethier surveyed 1,000 U.S. communities nation-
wide; they published their results in 1987.8 Of
the 220 communities that responded to their sur-
vey, 79 (36%) affirmed the presence of impact
fee policies. Of those 79, only 10% had such
policies in place prior to 1960, 19% adopted im-
pact fee policies during the 1960s, 36% adopted
them during the 1970s, and 35% adopted them
between 1980 and 1985. These findings indicate
that use of development impact fees is acceler-
ating. Bauman and Ethier also found that impact
fees policies were more likely to exist in certain
regions of the United States—notably, the west-
ern and Pacific states (see Table 3/1).
A survey conducted in 1985 by the Interna-

tional City Management Association (ICMA)
determined that communities in 36 states were
using either impact fees or exactions to pay
for community infrastructure.9 A second ICMA
study, reported in 1991, found that suburban
communities weremore likely to use impact fees
than were central or independent cities.10 That
study also found that states in the Pacific Coast,
Mountain, and South Atlantic divisions were the
most prolific users of impact fees. Expanded use
of impact fees has been documented in Florida
as well. A survey of Florida cities and coun-
ties found that only five Florida communities
imposed impact fees in 1972 but that by 1991,
125 communities were using them.11

The increased reliance on impact fees to mit-
igate the fiscal and social impacts of population
growth is also evident in the increase in state
legislation enabling their imposition. In a 1993
study, Martin Leitner and Susan Schoettle found
that more than 20 states had passed legislation
authorizing local governments to adopt develop-
ment impact fees.12 Although as of 2002 about
half the states had not yet adopted enabling leg-
islation, the use of impact fees has been success-
fully defended in many states as an appropriate
exercise of local government power.13

The studies above show that the use of de-
velopment impact fees has been rising over the
last 30 years, most notably in communities in the
fast-growing South Atlantic, Pacific Coast, and
Mountain states as well as in suburban commu-
nities. Possibly the expanded use of impact fees
can be attributed to the ease with which they are
imposed and collected. As noted above, impact
fees are typically assessed at the time a building
permit is issued or a certificate of occupancy is
approved; they are then placed in earmarked ac-
counts for specific improvements and services,
and are expended as those improvements and
services are constructed or provided. Arthur C.

Table 3/1 LOCAL GOVERNMENT IMPACT FEE USE, BY REGION, 1987

Imposing impact
feesNo.

reporting
Region (A) No. %

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 220 79 36

New England (CT, ME, MA, NH, RI, VT) . . . . . . . . . . . . . . . . . . . . . . . . . . . 11 0 0
Mid-Atlantic (DE, MD, NJ, NY, PA, WV) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 2 13
South (AL, AR, FL, GA, KY, LA, MS, NC, SC, TN, TX, VA) . . . . . . . . . 54 15 28
Midwest (IL, IN, IA, KS, MI, MN, MO, NE, ND, OH, OK, SD, WS) . . . 63 15 24
West (AK, AZ, CO, HI, ID, MT, NV, NM, OR, UT, WA, WY) . . . . . . . . . 44 20 46
California (CA). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33 27 82

Note: The regions defined in this study do not always correspond
with the Census Bureau divisions used by ICMA and repre-
sented in Table 3/2.

Source: Gus Bauman and William H. Ethier, “Development Exac-
tions and Impact Fees, A Survey of American Practices,” Law
and Contemporary Problems 50 (winter 1987): 51–68.

Nelson indicates that when the cost of adminis-
tering impact fee programs is comparedwith that
of negotiated exactions, the administration costs
of negotiated exactions are four times higher.14

His conclusion is that impact fee programs are
fairly easy to administer.

THE SAMPLE AND METHODOLOGY

The sample for the current survey was drawn
from U.S. cities and counties with populations
greater than 2,500 throughout the nine geo-
graphic divisions identified by the Census
Bureau. In all, 18 separate survey pools were
selected, representing the nine geographic divi-
sions for municipalities and the identical nine
divisions for counties. To ensure representation
across the country regardless of density in dif-
ferent geographic divisions, the random sample
maintains the sameproportion of cities and coun-
ties in each division as is found in total across
the country. The sample size selected was 1,350
of the 7,004 municipalities and 539 of the 2,932
counties. Thus, the total sample was 1,889, or
19%of local governments in the total population.
Surveys were mailed, along with a postage-paid
return envelope, in mid-March 2002 and were
directed to the attention of the local government
finance director. A follow-up postal card was
mailed to nonrespondents in early June 2002,
and the survey was posted concurrently to a uni-
versity survey Web site, allowing respondents to
complete the survey online rather than having to
return the paper document. A very small group of
respondents submitted survey responses via the
Web site. Responses were checked to eliminate
duplicate submissions from any respondent.
The survey instrument consisted of a defi-

nitional statement of development impact fees:
“A development impact fee is a monetary pay-
ment, predetermined by a formula adopted by
the governmental unit, levied to fund large-scale,
off-site improvements, public facilities and ser-
vices that are necessary to serve new develop-
ment adequately.” That statement was followed
by 11 questions that were used to assess devel-
opment impact fee use and characteristics of the
respondents. Survey responses were categorized
by municipality and county and divided into the
nine geographic divisions.

Respondents were first askedwhether their lo-
cal government imposes an impact fee thatmeets
the definition provided by the survey. If the re-
spondent answered in the affirmative, he or she
was then asked to select from among six 10-year
increments beginning in 1950 and a seventh in-
crement from the year 2000 to the present in
order to indicate when that fee was first im-
posed. Respondents were also asked to describe
the types of fees imposed, the dollar value of
fees for a typical single-family residential home,
and the characteristics of the local government
in question. Although the primary thrust of the
survey was to assess impact fees for residential
uses, the instrument didnot exclude fees for com-
mercial and industrial uses. Some respondents
indicated that their community has only com-
mercial or industrial impact fees; others did not
indicate a specific differentiation.

FINDINGS

Survey responses were received from 30% (407
of 1,350) of the surveyed city governments and
27% (144 of 539) of the surveyed county govern-
ments. The response rate varied widely among
geographic divisions. The highest municipal re-
sponse rates were received from the Mountain
(47%), West North-Central (42%), and West
South-Central (42%) divisions; the Pacific Coast
division led the county governments in surveys
returned with a response rate of 40% (Table 3/2).
(A graphical representation of these divisions is
shown on page xi of thisYear Book.)

Use of Impact Fees
Of the 407 respondentmunicipalities, 103 (25%)
impose impact fees (Table 3/2). Geographically,
municipalities in the Pacific Coast (62%) and
Mountain (55%) divisions dominate in the use
of development impact fees, whereas those in
the Mid-Atlantic (6%) and East South-Central
(8%) divisions use them least often.
Counties are also using development impact

fees to fund off-site capital projects and provide
services, but to a lesser degree than municipal
governments; only about 7% of the counties (10
of 144 respondents) use impact fees (Table 3/2).
Such use is most prevalent in the Pacific Coast
division (30%), followed by the South Atlantic
division (15%). The extensive use in the South

BUY THE MUNICIPAL YEAR BOOK 2003 ONLINE

BBUUYY IITT OONNLLIINNEE bookstore.icma.org

http://bookstore.icma.org/obs/showdetl.cfm?&DID=7&ObjectGroup_ID=18&Product_ID=943&CATID=4


Development Impact Fee Use by Local Governments / 29

Atlantic division may be explained, for exam-
ple, by the high growth rate in unincorporated
areas of Florida, where there is a need to pro-
vide infrastructure and services to a rapidly
growing population. Somewhat surprising, re-
sponses from the New England, Mid-Atlantic,
East South-Central, and West South-Central di-
visions indicate that these counties do not use
impact fees at all. Some New England division
respondents indicated that case law in this area
has sided against impact fees, making many lo-
cal governments reluctant to impose them. Yet
as will be seen further on, it is in New England
that the use of impact fees has notably increased.

Year of Impact Fee Adoption
Of those local governments in the current study
that impose impact fees and reported the year in
which such fees were first adopted, 26% said be-
tween 1980 and 1989, 46% adopted them be-
tween 1990 and 1999, and 9% did so since the
year 2000 (not shown).

Table 3/2 LOCAL GOVERNMENT IMPACT FEE USE, BY GEOGRAPHIC DIVISION, 2002

Cities1 (n = 1,350) Counties (n = 539)

Respondents Respondents
Response imposing Response imposing

rate, % impact fees, % rate, % impact fees, %
Geographic division (n = 407) (n = 103) (n = 144) (n = 10)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30 25 27 7

New England (CT, ME, MA, NH, RI, VT). . . . . . . . . . . . . . 35 18 22 0
Mid-Atlantic (NJ, NY, PA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 6 11 0
East North-Central (IL, IN, MI, OH, WS) . . . . . . . . . . . . . . 33 23 25 5
West North-Central (IA, KS, MN, MO, NE, ND, SD). . . 42 20 37 3
South Atlantic (DE, FL, GA, MD, NC, SC, VA, WV) . . . 26 27 26 15
East South-Central (AL, KY, MS, TN). . . . . . . . . . . . . . . . . 29 8 18 0
West South-Central (AR, LA, OK, TX) . . . . . . . . . . . . . . . . 42 21 20 0
Mountain (AZ, CO, ID, MT, NV, NM, UT, WY) . . . . . . . . . 47 55 33 7
Pacific Coast (AK, CA, HI, OR, WA) . . . . . . . . . . . . . . . . . . 22 62 40 30

1For a definition of terms, please see “Inside the Year Book,” xi.
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Figure 3/1 Local government use of impact fees, by population category, 2002 (n= 388)

Community Size, Metro Status, and Fee Use
The size of respondent communities was also
investigated, primarily to determine whether a
relational pattern exists between propensity to
use impact fees and population. Approximately
22% of respondent communities having a pop-
ulation below 10,000 impose impact fees, as
do 26% of communities with populations of
10,000–24,999, 32% of communities between
25,000 and 49,999 in population, and 37% of
communities with populations of 50,000 and
above (Figure 3/1). These data suggest that as
community size increases, a greater percentage
of local governments impose impact fees.
We also looked into whether a community’s

metro status might be a factor influencing the lo-
cal government’s decision to adopt impact fees.
Respondents were first asked to indicate whether
their community is a part of a metropolitan
area—population of 50,000–249,999, 250,000–
1,000,000, or over 1,000,000—or is a nonmet-
ropolitan area (i.e., an independent community).

Fifty-one respondents said that their community
was located in a nonmetropolitan area, whereas
48 said it was located within a metropolitan
area (not shown). To distinguish central cities
from suburban cities, we next asked respondents
whether their community would be considered a
suburb. Although these two questions were not
meant to be treated as mutually exclusive, some
respondents did not interpret the second ques-
tion as intended and thus answered only one of
them. (Actually, many respondents chose not to
respond to either question, resulting in a low re-
sponse rate to these questions.) It is conceivable
that many communities may not consider them-
selves a suburb of a major metropolitan area but
may consider themselves a suburb of a smaller,
nearby community.

Types and Amounts of Fees Imposed
Local governments that impose impact fees do so
primarily for water and sewer lines; a transporta-
tion fee was ranked third in use. Other commu-
nities use impact fees for schools, public safety,
and parks and recreation.
Fee amounts, which range from a low of $100

to a high of $3,000 for the same category, are
determined by the local government and relate
directly to that government’s financial capacity
to provide that particular facility or service.

Factors Influencing the Imposition
of Impact Fees
Respondents whose local governments impose
impact fees were asked the principal reason for
doing so. They were presented with six possible
responses and asked to rank the choices from
the most important to the least important. An
“Other reasons” category was provided among
the options, enabling respondents to write in a
reason that was not already listed.
Among cities, the most often cited reason for

imposing fees was “citizens’ desire that new
growth pay itsway”; this reasonwas rankedmost
important or second most important by 71% of
respondents (Figure 3/2). The second highest-
ranking reason selected (by 63%) was “large
increase in new home construction.” The least
important reasons were “slow revenue growth”
and “large increase in commercial construction,”
each of which was ranked first or second by
only 17% of respondents. Unfortunately, many
respondents failed to rank the choices and sim-
ply checked those reasons they believed were
important in the decision to adopt impact fees;
unranked reasons were not included in the re-
sponses for this question.
Among counties, the chief reason for adopting

impact fees was “county’s inability to meet citi-
zens’ demand for infrastructure and services,”
which was ranked as the first or second most
important factor by 100% of respondents (Fig-
ure 3/2); the second most important reason was
“citizens’ desire that new growth pay its way”
(50%). Among the “other” reasons cited by
county respondents were loss of property tax,
fire district’s inability to meet infrastructure re-
quirements, conformance with California Gov-
ernmental Code, and passage of Proposition 13.
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HYPOTHESIS

We hypothesized that the surveys conducted in
previous research efforts15 would show an in-
crease in local government useof impact feesand
that the results of the current survey would con-
firm this increase, continuing the general trend
reported in much of the existing literature.
Unfortunately, it was not possible to compare

findings from this survey with those from the
1991 ICMA survey because the two research ef-
forts defined impact fees differently. Whereas
the survey on which the current research is
based provided respondents with the generally
accepted definition of development impact fees,
one that specifies fees used foroff-siteimprove-
ments and services necessitated by new growth,
the 1991 survey asked, “Does your government
levy an impact or development fee on develop-
ers to help defray the capital costs of facilities,
of services, or of other infrastructure?” Because
that survey did not specify the use of off-site
improvements and/or services, we believe the
question could be construed to include a vari-
ety of exactions in the form of fees that could be
used for on-site improvements, off-site improve-
ments, or general fund purposes. Therefore, it
is difficult to compare the results of the two
studies.
However, because both studies used the same

definitionof impact feesaswell asa randomsam-
ple of jurisdictions, comparisons can be made
between the current research and Bauman and
Ethier’s study published in 1987. When the find-
ings of the two studies are compared, there is
an overall decrease—from 36% to 25%—in the
use of impact fees by city governments (Table
3/3). A comparison of results from the West and
California regions in the 1987 study with those
from theMountain and Pacific Coast divisions in
the current study show a decrease in impact fee
usage from61%to58%.Similarly, the remaining
regions, when combined into one single region,
show a decrease in usage from 24% to 20%. The
only discernable increase is in the New England
division, from 0% to 19%. Thus, our hypothesis
did not prove valid.

CONCLUSIONS

Although we hypothesized that this research
would indicate an increase in the percentage of
local governments that impose impact fees, a
comparisonof our findingswith thoseofBauman
andEthier from1987 show this not to be the case.
Still, several conclusions can be drawn from this
research. A representative sample of city gov-
ernments indicates that 25% impose impact fees
to offset some of the costs of expanding off-site
infrastructure and services to accommodate an
increasing population, and that this practice is
extensive in the Pacific Coast and Mountain di-
visions. Among the 7% of county governments
overall that impose impact fees, the overwhelm-
ing majority are again in the Pacific Coast di-
vision as well as in the South Atlantic divi-
sion. More than half of these respondents (55%)
indicated that their local governments adopted
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Figure 3/2 Factors influencing local government adoption of impact fees, 2002

impact fees in 1990 or later. The chief types of
impact fees adopted are those used to mitigate
problems inwater, sewer, and transportation. The
principal reason influencing cities’ adoption of
impact fees was pressure from citizens to require
new growth to pay its way; among counties,
it was the county’s inability to meet citizens’
demand for adequate infrastructure and services
to keep pace with growth. It might be concluded,
then, that city constituents desire to shift the
cost of improvements to new residents and that
county constituents are concerned about having

Table 3/3 MUNICIPALITY IMPACT FEE USE, BY REGION, 1987 AND 2002

Bauman and Ethier 1987 Lawhon 2002

Impose Impose
impact fees impact fees

No. No.
reporting % of reporting % of

Geographic region (A) No. (A) (A) No. (A)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 220 79 36 407 103 25

New England (CT, ME, MA, NH, RI, VT) . . . . . . 11 0 0 48 9 19
Regions combined . . . . . . . . . . . . . . . . . . . . . . . . . . . 132 32 24 297 58 20

Mid-Atlantic (DE, MD, NJ, NY, PA, WV) . . . . . . . . . . . . . . . . . . . . . . .
South (AL, AR, FL, GA, KY, LA, MS, NC, SC,

TN, TX, VA). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Midwest (IL, IN, IA, KS, MI, MN, MO, NE, ND,

OH, OK, SD, WS). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Regions combined . . . . . . . . . . . . . . . . . . . . . . . . . . . 77 47 61 62 36 58

West (AK, AZ, CO, HI, ID, MT, NV, NM, OR,
UT, WA, WY) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

California (CA) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Sources: Gus Bauman and William H. Ethier, “Development
Exactions and Impact Fees: A Survey of American Practices,”

Law and Contemporary Problems 50 (winter 1987): 51–68;
current survey.

adequate facilities and services. This research
also concludes that as community population
increases, there is a greater incidence of impact
fee usage by the community.
Although this research did not investigate rea-

sons that local governments do not adopt impact
fees, there are several plausible explanations.
One reason is likely related to state enabling
legislation for impact fees. Respondents were
confused as to whether their states have enabling
legislation or not; however, the lack of such leg-
islation may act as a deterrent to many local
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governments that have considered using this ap-
proach but are unsure of its legality. Another
reason is that many local governments may have
concerns about the effects of impact fees on
housing affordability or economic development
efforts. These are legitimate concerns, yet many
local governments may find themselves in a po-
sition where they are required to respond to cit-
izens’ calls for new development to pay its way
or where it is necessary to respond to a dete-
riorating level of services. Development impact
fees offer one solution to these dilemmas, but
this solution is not without costs. Local gov-
ernment professionals need to be well informed
so they can make difficult choices with regard
to development impact fees and other financing
mechanisms designed to protect the quality of
life in both growing communities and growing
county areas.
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