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A

s Florida jurisdictions continue
to face decreasing revenues
and tough decisions on which
programs to fund, it is becoming more
important than ever to maximize revenues and minimize costs. This article
reviews some of the ways local governments can effectively respond to recent
economic and demographic changes.
Historically, Florida has experienced
a high growth rate. However, the 4.5
percent to 5 percent growth rate of the
early 1970s decreased to less than 1
percent over the past three to four years
and is expected to continue at a rate of
1 percent to 1.5 percent through 2040.
This lower growth rate, along with
adverse economic conditions, results
in a reduction of tax revenues for local
governments. Local governments can
respond to this issue from two directions and set the following two goals:
■ reduce costs per unit of development by reducing demand per
unit of development; and

90 Florida League of Cities

enhance revenues by identifying
more productive revenue sources
(such as higher revenues per unit
of development).
Smart growth planning is one of the
tools available to local governments
to achieve these two goals. An article
titled “Travel and Built Environment”
by Reid Ewing and Robert Cervero
defines successful urban design in terms
of the following characteristics:
■ Destination accessibility
■ Design
■ Diversity
■ Distance to transit
■ Density
The presence of these characteristics
in a community results in attracting the
types of developments that increase
efficiency in the use of available infrastructure, which reduces cost and
generates higher tax revenues per acre.
The following paragraphs describe the
land-use decisions that will help reduce
the cost of providing government ser■

vices and discuss long-term effective
revenue sources and the variables that
control these revenue sources.

Reduction of Costs

Typically, reducing cost is associated with cutting government services.
However, it is possible to minimize
reduction of services by increasing
efficiency through a reduction of cost
per unit of development if the necessary
densities are available and the services
are centralized.
General government services such as
public safety, education/schools, parks
and recreation, and transportation are
much more efficient and inexpensive in
terms of cost per resident in urbanized
areas. This efficiency is maximized with
the appropriate design characteristics
as described previously in terms of the
necessary destination accessibility, design, diversity, distance to transit, and
density, or the 5 “D”s.

PHOTO©ISTOCKPHOTO.COM/ANDREAS KERMANN

The higher density, along with the
other design characteristics, helps
maximize the use of available capacity.
In addition, the presence of larger tax
bases in urbanized areas is more likely
to generate necessary revenues to pay
for these services. It is possible to see the
evidence of this efficiency in terms of the
service volume. For example, while a fire
station in an urbanized area can handle
3,500 or more calls per year, a station
in a rural area may receive as few as
100 calls annually. However, to be able
to provide the desired response time, a
station needs to be physically located
in the rural area, just like the one in the
urbanized area. Given that the cost to
build a station ranges from $3 million
to $4 million, and about another $2.5
million to $3 million per year to operate,
it is important to have the necessary tax
base to support this service.
A recent study indicates that a minimum density of four dwelling units per
acre was needed in the study community to support a fire station and allow
the fire station to be fully utilized while
providing the desired response time.
Lower density levels require a larger
service area to cover the costs, which
results in longer response time or higher
revenues from each unit of development. This four-dwelling-unit-per-acre
density level was also the necessary
density to support two elementary
schools, half a middle school and half
a high school, along with minimum
transit service.
Increasing maximum allowable
density to eight dwelling units per acre
enabled the community to support two
fire stations, four elementary schools,
one middle school and one high
school, along with improving transit
service. This level of density allowed
for efficient travel distances to schools,
optimum fire-service response time,
and support of more effective transit
ridership. In addition, public facilities
such as schools and parks could be colocated, reducing overall capital costs
per acre.

As such, it makes sense for local
governments to encourage higher density and more urban development in
order to reduce infrastructure capital
and operating cost. This could mean
encouraging both new growth and
redevelopment within the urbanized
area. According to information provided by the Urban Land Institute,
older adults and households without
children are projected to become more
dominant nationwide over the next 15
years. These age groups tend to prefer
an urban lifestyle, while families with
young children tend to be attracted to
a suburban lifestyle. These new markets
provide an opportunity for local governments to further encourage urban
development that incorporates the 5
“D”s described previously.

Effective Revenue Sources

It is widely known that in a depressed
economy, it is very difficult to obtain
public support for new taxes. However,
local governments still have a few tools
to maximize their revenues, such as:
■ encouraging the types of developments that generate larger
amounts of taxes per unit of
development; and
■ choosing revenue sources that
are more efficient.

A comparison of tax revenues
generated by single-use and mixeduse properties clearly indicates that
mixed-use properties generate a higher
level of taxes per acre. Figure 1 below
presents this information for the City
of Orlando. The city’s activity centers
(areas indicated as A1 through A3)
and mixed-use corridors (indicated as
C1 through C3) include approximately
3 percent of the total acreage in the
city but generate 45 percent of the tax
revenues. This suggests that financial
and other incentives provided to mixeduse developments tend to be recouped
in terms of additional tax revenues,
which, in turn, can fund additional government services. As such, supporting
these types of developments financially
benefits the entire community.
Although it is difficult to gain support for new or increased taxes, local
governments have a certain level of
flexibility in choosing a revenue source.
Given this, it is important to evaluate
the efficiency of at least three primary
taxes used to fund infrastructure and
operating costs to provide government
services. They are:
■ Fuel Taxes
■ Property Taxes
■ Sales Taxes

Figure 1: City of Orlando Property Tax Revenue Distribution
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Fuel Taxes

Fuel taxes are one of the most
common taxes used by state and local
governments to fund transportation
services. It is well established that due
to the higher fuel efficiency of newer
vehicles, and because fuel taxes are

imposed on a cents-per-gallon basis
instead of as a percentage of total fuel
cost, this revenue source is relatively
inefficient and does not show an increasing trend over time.
In addition, a correlation analysis
between county fuel tax per capita and

Figure 2: County Fuel Tax Per Capita
Florida Counties with Population of 75,000 or Less

population of all 67 counties in Florida
indicates that as population increases,
fuel taxes per capita decreases. This relationship suggests that as communities
become more urbanized, travel demand
tends to decrease because of shorter and
fewer trips. Figures 2 and 3 provide this
information for Florida counties.

Property Taxes

Property taxes tend to be the primary revenue source for the general
fund and are based on the taxable value
of the property and millage rate each
jurisdiction imposes. A correlation
analysis between taxable values and
several demographic variables suggests
that there is a positive relationship
between income/wealth and taxable
values. In other words, property tax
revenues per capita are expected to
increase as a community’s income and
wealth levels increase.
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Figure 3: County Fuel Tax Per Capita
Florida Counties with Population Greater than 75,000
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Sales Taxes

Sales taxes are a commonly accepted
funding source for a variety of infrastructure projects and operations and
historically have provided the greatest
revenue yield and stability compared
to other sources. A major source of
funding in Florida is the local discretionary sales surtax (LDSS). There are
eight different types of LDSS that are
currently authorized in law as potential
revenue sources for county and municipal governments and school districts.
The LDSS rate for each individual
county depends on the particular levies
authorized in that jurisdiction.
Discretionary sales surtax must be
collected when the transaction occurs
in or delivery is in a county that imposes the surtax, and the sale is subject to
the state’s sales and use tax. A correlation analysis between taxable sales and
several demographic variables suggests
that, similar to property taxes, there is
a positive correlation between income/
wealth and taxable sales. In other
words, sales tax revenues per capita are

expected to increase as a community’s
income and wealth levels increase.
Given these relationships, it is more
productive to fund government services using either sales or property taxes,
which tend to increase as a community’s
income/wealth increases. Mixed-use
developments that incorporate the necessary design characteristics and achieve
high densities are also able to support
high-quality jobs, which help increase a
community’s income levels. In addition,
sales tax revenues tend to be higher in
communities that attract a large number
of tourists and other non-residents. As
such, the burden of the tax is shared with
those who visit the community and place
a certain burden on services.

Summary and Conclusions

Recent changes in economic and
demographic conditions present certain
challenges as well as opportunities for
local governments. Although reduction in growth rates tend to result in a
reduction of tax revenues, the lack of
growth also makes it more manageable
for local governments to plan the future
of their community. During high-growth
periods, communities struggle to keep
up with additional infrastructure and
service needs, and it is difficult to take
the time to create a well-planned community, which tends to take several
years, and even decades.
The current lack of growth provides
an opportunity as well as a need to develop well-planned and efficient communities, where the available infrastructure
and services are used efficiently, effective
revenue sources are enhanced, and the
types of development that help achieve
these two goals are encouraged.
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