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CHAPTER I

INTRODUCTION

NEW TOWNS

The new town is the object of increased attention in
the United States today. Beginning a decade ago interest
focused on the new town, not as a mere curio to be viewed as
a futuristic urban form, but rather as a present, feasible
alternative to the sprawl city that results from sporadic
urban growth. Attention is directed to new towns for a
second, perhaps more compelling, reason. The U.S. Congress,
in recognition of the

1) potential population increase through the

end of this century,
2) the wasteage resulting from continuation of

established patterns of urban development,
3) the necessity of utilizing better patterns of

urban development and revitalization, and

4) the importance of new communities as an element
of a national program for improved development

patterns,



adopted the "Urban Growth and New Community Development Act
of 1970".1 vynder its provisions public and private agencies
receive financial assistance for the development of sound
new communities. The new town? is therefore viewed at both
the local and federal level as a viable urban form.

In discussions of forms of urban development the
"new town" label has at times been erroneously attached to
the large scale residential development offering little
more than the usual level of amenity. Just as a town is
more than a collection of houses, so is the new town,
which is planned from its inception to provide for
residential, commercial, industrial, social, recreational,
and governmental activities, with land reserved for each
of these purposes, so that balance is maintained among

these elements over the entire time of development.3

lUrban Growth and New Community Development Act of
1970, Title VII, "Part B--Development of New Communities",
Sec. 710, Public Law 91-609, 91st Congress, H.R. 19436,
December 31, 1970.

2 . .
The terms "new town" and "new community" will be
used interchangeably in this report.

3For a full discussion of the problem of defining
the term "new town", see James A. Clapp, New Towns and
Urban Policy: Planned Metropolitan Growth, (New York:
Dunellen Publishing Co., 1971), pp. 47-53.




The Department of Housing and Urban Development (HUD)
characterizes a new community as:

«+..including most, if not all, of the basic
services, activities, and facilities nor-
mally associated with a city or town...

a well-planned and harmonious whole, so

as to be socially balanced and ...
economically sound...attractive...
contribute to the social and economic
welfare of the entire area which it

will importantly affect...variety of jobs
...a viable alternative to disorderly

urban growth...increase the available
choice for living and working for a full
range of people and families of different
compositions and incomes (including a
substantial provision for housing for persons
and families of low and moderate income)
must be open to all, regardless of race,
creed, color or national origin.l

The new town of today is not a new concept. The
present generation of new towns in America, the post-World
War II group, is but another phase in the evolution which
began with Ebenezer Howard's garden city, Letchworth,

Hertfordshire in 1903.2 Howard conceived the garden city

U.S. Department of Housing and Urban Development,
Community Development Corporation, Assistance for New
Communities, #24 CFR Part 720, Section 720.6 (Washington,
D.C.: The Department, 1973).

2Frederic J. Osborn and Arnold Whittick, The New
Towns: The Answer to Megalopolis (Cambridge: The M.I.T.
Press, 1963), p. 56.




as an alternative to the overcrowded cities with congested,

dehumanized living and working conditions.l
The American progression of that British experience
began in 1929 with the construction of Radburn, New Jersey,

a planned new community for 25,000 people.2 Towns built

by both private and public enterprise, such as Kohler,
Wisconsin; Greenbelt, Maryland; Reston, Virginia; Park
Forest South, Illinois; and Jonathan, Minnesota testify

to the feasibility of new communities in the U.S.

Today the new town is a significant element on the
American political scene. The new community has been
adopted as a federal strategy with the passage of the
aforementioned Urban Growth and New Community Development

Act of 1970. The state of New York, through the Urban

Development Corporation (UDC), engages in planning and

construction of new towns. On the micro-political scale,

the new town has been termed a laboratory for democracy.3

lebenezer Howard, Garden Cities
(Cambridge, Mass.: M.I.T. Press, 1965), p. 42.

2Clarence S. Stein, Toward New Towns for America,
(Liverpool: University Press of Liverpool, 1951), p. 37.

3Royce Hanson, New Towns: Laboratories for Demo-
cracy: Report of the Twentieth Century Fund Task Force on
Governance of New Towns, Background paper by Royce Hanson
(New York: The Fund, 1971), p. 9.




It offers an opportunity to experiment with innovative
methods of providing services along with the challenge of
designing a "private government"” to deal with the unique
problems which arise from joint-ownership of facilities, as
well as those problems which arise in any rapidly growing
community.

New communities are, potentially, a substantial
national economic force. Legislation providing federal
assistance to new communities allows for guarantee of
developer's obligations of up to $50 million per community
or $500 million to all new towns.l Socially, new towns can
offer increased opportunity in terms of living and working
conditions, to members of minority groups in new communities
supported by HUD.

In spite of its apparent self-contained nature, the
new town exists within the established contexts of state
and local governments.2 The new town's political relation-
ships vis—a-vis other governmental units are formed well

before the new town physically takes shape.

lDevelopment Act of 1970, Urban Growth and New
Community, Section 713 (d) and (e).

2

The term, local government, refers to a sub-state
government such as city, town, township, county.



The relationship between the proposed new town and

local government crystallizes during the process of obtaining
governmental approval for proposed development. Crucial
questions arising at this time include those relating to
the effect of the new community on local public finance.
One such key question is, given the total demand the new
town will make on this fiscal system, should this new
town be approved?

This involves:

1) the sufficiency of the new town's fiscal re-

sources for supporting education,

2) the sufficiency of these fiscal resources for

providing other services, and

3) capital facilities needs, timing of construction,

and provisions for their financing.
Hence a current new town issue, the concern of this research,
is the effect of the new town on local government finance

relative to the effect of another form of development.

THE FISCAL IMPACT CONCEPT

The effect of the new town on local governmental
revenues and expenditures, the local fiscal impact of the

new town, is prominent in the thinking of the groups



involved in the decision of approving, modifying, or
disapproving a proposed new town.

At the time when governmental approval is sought,
the new town's fiscal impact can only be hypothesized.
Many factors may influence revenues actually collected and
expenditures actually made. These factors may be grouped
in the following manner:

New Town Characteristics:

total population

age distribution of the population

population density

income level of residents

mix of residential, commercial, industrial, and
public land uses

types of industry

phasing of development of each land use
resident's perceptions of needed services

marketability and market absorption of the new town

The Local Setting:
efficiency of government
the political climate
real estate assessment policies and practices
state-local political and fiscal relations
the states of the local and national economies
structure of the fiscal system
priorities as reflected by the expenditure pattern

The extent to which each factor of itself influences
the fiscal impact of a new town on a particular local
government cannot be determined a priori. However, through
modeling techniques an estimate of a growing new town's

fiscal impact over its development period may be made.



Such a prediction is currently required of proposed new
communities for which HUD guarantee assistance is sought.
Because of the short duration of this HUD program and its
fiscal impact study requirement, no model has been

validated with empirical data.

PURPOSE OF RESEARCH

The purpose of this research is to examine the fiscal
impact of two forms of development, the new town and the
conventional residential subﬁrb. As an empirical study,
the effect of the new town, keston, and a dormitory suburb,
West Springfield, on the local governmental body, Fairfax
County, is assessed. This setting is advantageous in that
this unigque research is concerned with a single local
~government which has jurisdiction over the governmental
services provided in both the new town and the suburb.
Analysis of either case may stand alone, but the value
of the study is enhanced by the comparative nature of the
research.

Given the broader economic base of the new town,
which by definition includes business, commercial and
industrial activities concomitant with public facilities

and residences, it is hypothesized that for the local



government a more favorable fiscal impact would be
produced by a new town than by a conventional dormitory
suburb. This study is designed to examine the hypothesis
that the ratio derived for Reston will be more favorable
for Fairfax County than the ratio derived for West

Springfield.

SIGNIFICANCE OF RESEARCH

The significance of this study is four-fold.
Primarily the importance of this research relates to future
land use policy. It presents the opportunity to public
policy-makers to consider the fiscal effect of new town and
sprawl in terms of land use. This in addition to the
consideration of the fiscal effect of these two forms of
development with regard to the provision of housing.

Continuing efforts in the U.S. Congress to encourage
states to develop land use controls, as well as efforts
made by several states regarding land use regulation, has
prompted increased interest at the state level in the
fiscal effect of various land use patterns. This research
is thus relevant for state as well as federal policy-makers.

Second, an empirical study of new town fiscal impact

provides insight for those who evaluate the fiscal impact
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models submitted to HUD. Approval for assistance in the
federal New Communities program is contingent upon the
filing of the required statement covering the development
period of the new town.

Third, Fairfax County citizens énd officials, as well
as the developer and residents of Reston, have need for
fiscal data concerning governmental activities in Reston,
information which may be useful in planning Reston's future
development. Similar information regarding the conventional
subdivision provides a useful comparison.

The need to know the fiscal consequences of new town
development is felt by the citizen, the governmental
official and the developer, each for his own particular
reasons. Céoperation within this triumvirate is required
for a new community's successful growth and functioning.
Greater understanding of mutual problems based on knowledge
developed in studies of new towns, such as the one reported
here, may lead to increased cooperation between the three
concerned groups and to more effective community governance.
This point is equally relevant for other types of land
development. More efficent utilization of a locality's
limited resources may result from knowledge developed in

the study.
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Finally, this study is one response to the need
expressed by Donald J. Bogue for direct observation of
urban economic events rather than inference from indirect
data.l Unfortunately direct observation was not possible
in all instances. This study does point up the need for
governments to turn some of their vast accumulation of

administrative data into grist for the research mill.

PREVIOUS FISCAL IMPACT RESEARCH

The original fiscal impact study is found in the first
proposal for a new town. Ebenezer Howard's detailed
description of his proposed garden city includes an
analysis of the revenues derived from it and cost of its

operation.?2

In the U.S. local governmental expenditures and
revenues for a defined geographic area have in the past
been the subject of research, i.e., in evaluating the
cost of slums, the possible effect of redeveloping inner

city areas and the effect of annexation.

l"Comments“ by Donald J. Bogue, in Perloff and
Wingo, Issues in Urban Economics, p. 414.

2Howard, Chapters 2-5.
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Studies conducted betweeﬁ 1930 and 1960 were reviewed
in a compendium by Ruth Lowens Mace, who suggests self-
serving research in some of the studies where conclusions
coincided with the hypothesis.l Izard and Coughlin developed
a model for predicting expenditures based on varying
population densities, service levels, income levels and for
revenues derived from various combinations of residential,
industrial and commercial land uses over a 20 year period.2
Economic literature since 1960 has included a variety of
studies of parts of communities, such as the impact of new
industry3 or the impact of an hypothetical average single-

family subdivision home with an average family.4 The

" uses and areas: 1933-1960 (Chapel Hill: University of
North Carolina, Institute of Government, 1961).

5
Walter Izard, and Robert E. Coughlin, Municipal

(Wellesley, Mass., Chandler-Davis Publishing Co., 1957).

3U.S. Department of Agriculture, Economic Research
Service, The Impact of New Industry on Local Government
Finances in Five Small Towns in Kentucky, by Charles B.
Garrison, Agricultural Economic Report No. 191 (Washington,
D.C.: Government Printing Office, 1970).

4 . .

Metro Metrics, Inc., The Economics of Urban Growth:
Costs and Benefits of Residential Construction (Washington,
D.C.: The Corporation, 1971).
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usefulness of the last study is limited since the result
for one family in one house cannot be projected to the
total population. One unpublisﬁed manuscript reports a
longitudinal study of the impact of Columbia on Howard '
County, Maryland.l

The longer lifetime of British new communities suggests
that studies of their fiscal impacts might provide useful
prototypes. However, given the different circumstances of
development and local governmental structure it would be
erroneous to simply project British experience to the U.S.
Journal articles and private correspondenceZ suggest impact
favorable to the local governmental authority but these are
statements of opinion rather than conclusions based on
rigorous analysis.

The most recently completed analyses of fiscal impact
are those predictive studies submitted to HUD as part of the
application for financial assistance for new community

development. These models show both revenues to be generated

l"Howard County and Columbia Expenditures and
Revenues," January 21, 1971 (Xerox).

Planning, 33 January, 1965 32, and correspondence with
finance officers of Harlow, Essex and Stevenage.
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by the proposed new community and services costs to be borne
by local public bodies during the entire development period.

Fiscal impact research is one of several methodologies
available for studying the effect of development on
governmental finance. Two others are cost/benefit analysis
and economic cost studies.l The economic cost study applies
micro-economic analytic technique to expenditures and often
deals with the marginal unit of service, often not taking
into consideration the revenue side of public finance. A
limitation of transferring this private sector technique to
the public sector is that government rarely has the option,
as does the private produéer, of ending production at the
point of intersection of two curves. A governmental service
must be provided to its citizens regardless of increasing
marginal cost. Cost/benefit analysis of a proposed project
is based on hypothetical data. This methodology suffers
from the disadvantages of unquantifiable variables and

subjective determination of benefits.

lFor a discussion of cost of gervices concepts see
Werner Z. Hirsch, "The Supply of Urban Public Services," in
Issues in Urban Economics, Harvey S. Perloff and Lowdon
Wingo, Jr., (Baltimore: The John Hopkins University Press,
1968), p. 477. Cost/benefit is discussed by Julius Margolis,
"The Demand for Urban Public Services," in the same volume,

p. 527.
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Either cost/benefit or economic cost studies may be
used in conjunction with fiscal impact analysis, but in
utilizing examination of the local government's total
financial condition the fiscal impact analysis is the most
useful of the three. Policy-makers, fully aware that
decisions are not arrived at in a political vacuum, may
utilize fiscal impact analysis along with political,
economic, social and ecological studies in determining the

"course for future action.

METHODOLOGY

Analyses of fiscal year 1971 revenues and expenditures
for Fairfax County and two of its unincorporated places,
~Reston and West Springfield, are at the heart of this impact
study. Expenditures made by the County for services to
residents of each area, non-residents employed there and
the casual visitor are examined. Some of these services are
provided within the study communities while others are made
available to their residents at locations elsewhere in the
County. Governmental services provided in each area to non-
resident employees and casual visitors, such as public
safety and public facilities are appropriate for inclusion.

Revenues arising from each study area are identified
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to the extent that this is possible, otherwise a proportional
share of County funds is estimated as having been produced
there. Sources of funds for governmental operations and
construction of capital facilities include taxes, service
charges and non-tax revenues.

Fiscal year 1971 was chosen since it was the most
recent year for which final audited data for Fairfax County
were available at the time when the study was initiated.
The fiscal year, July 1, 1970, through June 30, 1971,
followed by three months the U.S. decennial census
enumeration. Althﬁugh this pilot study covers only one
year, the value of a longitudinal study must be recognized,
especially in view of the need to identify the threshold
year during its existence when a community "pays its own
way".

The research design calls for comparison of Reston
with a conventionally developing suburb. One area in
Fairfax County, comparable to Reston in acreage and
correspondingly rural in 1960, was tentatively chosen for
comparative study, but upon investigation proved to be
unsuitable since the absence of sewer trunk lines during
the 1960s precluded development. The original requirement

of equal area was replaced with equal population. Thus the
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following criteria were established for selecting a

comparison area which would:
1) be located outside the Capitol Beltway, I-495,

2) not be centered by a pre-existent commercial
or industrial nucleus,

3) have sanitary sewer availability and had
undergone development during the 1960s as

did Reston, and

4) include a 1970 residential population approx-

imately eqgual to Reston's population.

The area chosen is composed of two sub—-census tracts
located in central Fairfax County. Referred to in this
report as West Springfield, it is part of, but smaller than,
the urbanized portion of the County so designated by local

useage and the U.S. Bureau of the Census.l

Analysis of Fairfax County's receipts and disburse-
ments involves two phases. The first deals with education

and is based on FY71 data presented in the School Board's

"Advertised School Budget for the School and Fiscal Year

Ending June 30, 1973", hereinafter referred to as School

" Budget, FY73, and "Instructional and Support Program Budget

'D.C.-Md.-Va. SMSA, May, 1972.
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Detail for the School and Fiscal Year Ending June 30,

1973", hereinafter named School Budget Detail, FY73. The

latter source is of particular value inasmuch as it presents
payout data for each school as well as for administrative
purposes by program.

School lunch and adult education programs, both
essentially self-supporting, were deleted from analysis of
school expenditures and related revenues. Expenditures
accounted to schools attended by pupils from Reston and
West Springfield were pro-rated to residents attending
those schools. Payouts for other school purposes were
allocated to Reston and West Springfield students according
to the appropriate pupil base.

The second phase of the study concerns all other
services. Uﬁilizing revenue and expenditure data presented
in Peat, Marwick, Mitchell and Company, "Accountants' Report,
Financial Statements and Supplementary Data - June 30, 1971,
County of Fairfax, Virginia", to be referred to as

Accountants' Report, FY71, as well as "Approved Fiscal Plan,

Fiscal 1973, Fairfax County, Virginia", the budget adopted

by the Board of Supervisors, which is cited as County Budget,

" FY73, data are developed for the following functions:

general government (and the subcategory, county development),
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health, judicial, library, parks, public safety (civil
defense, fire and police), recreation, social services

and transportation. By various methodologies, as reported
in Chapter III, these payouts were pro-rated to Reston

and West Springfield.

Revenues associated with those services included in
the analysis were pro-rated according to methodologies
reported in Chapter IV. Neither transfer payments between
accounting funds nor balances at the beginning pf the
fiscal year were included.

Deleted from analysis were expenditures and related
revenues for services provided in special tax districts,
for trash and leaf removal and for most of the public works
programs including sewerage service. Special tax districts,
where additional real estate tax is levied for services
requested by citizens, are the exception rather than the
rule in the Countj. Trash and leaf removal are essentially
special district services. Reasons for excluding public
worké programs are detailed in Chapter III. Payments made
from monies received from the sale of bonds are also deleted.
To have included theﬁ'would have been erroneous duplication
of payouts. In addition, large capital expenditures made

from borrowed funds in a single year distort the spending
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side of the fiscal picture. Rather, principal and interest
payments made during the fiscal year more accurately portray
a single year's capital facilities expenditure. Revenues
and expenditures included in this analysis are summarized
in Appendix Tables A-1 and A-2.

The author's population estimates (Appendix Table
A-3) are developed from those provided by the Fairfax County
Department of Planning. In most cases the mid-fiscal year
date, January 1, 1971, is used for apportioning revenues
and expenditures. When this was not the case the alternate
population will be identified. During the fiscal year
.Reston's population almost doubled while West Springfield
added about 500 people.

Empirical research constrained by time and money
is not without limitations in its result. Given unlimited
resources limitations might disappear. In réal world
research, however,‘one is forced to deal with the facts as
they exist, which in this effort means that available data
are sometimes not in the form useable to the researcher or
that data are not available at all. Because of this it is
necessary in several instances to make revenue and expendi-
ture allocations to Reston and West Springfield on a per

capita basis. This circumstance, while not optimal, is not
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viewed to be detrimental to the research. On the other
hand, it is hoped that the research process and results
may produce change such that a full range of data will be
available for reiterative study for a future fiscal year.
Because of the length of this report, a few words
about its organization are in order. The next chapter will
provide a brief description of the setting: Fairfax County,
the two study areas, Reston and West Springfield, their
demographic characteristics as reported in the census,
political issues and the economy. In Chapter III, nine
services provided by Fairfax County will be described along
with County-wide expenditures for and revenues generated by
these services, and an estimate of outlay on behalf of
Reston and West Springfield. The following chapter includes
a discussion of sources of Fairfax County revenues, with
emphasis on the major source for local government, the real
estate tax, as well as estimates of other revenues generated
in Reston and West Springfield. Revenues and expenditures
for Reston and West Springfield are summarized in the final
chapter which also presents conclusions and recommendations

flowing from this research.



CHAPTER II

THE SETTING: RESTON, WEST SPRINGFIELD

AND FAIRFAX COUNTY, VIRGINIA

FAIRFAX COUNTY

Four hundred square miles of primarily piedmont land
in the northeastern section of the state, Fairfax County
is bounded by Alexandria, Arlington County and the Potomac
River on the east:. The land rises from tidewater here
to almost 500 feet on the county's western boundaries with
Loudoun and Prince William counties. Near the center of
the county, two interstate highways, I-66 and I-95
intersect the third, I-495, the Capitol Beltway, which
rings Washington, D.C. (see Figure 1).

The rolling countryside is divided into three major
watersheds, one of which empties into the Potomac River
north of Washington, the others flow south into the tide-
water portion of the same river. The county's history
reaches back to the early colonial period, includes several
chapters of this country's most devastating domestic
struggle and recently has set major population growth
records.

Proximity to the Nation's Capitol was the impetus
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