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ABSTRACT

The fiscalization of land use:  the role of revenue raising instruments to finance public infrastructure
In the mid 1980s a new terminology was added to the lexicon of state and local finance—the fiscalization of land use.  This expression was applied to local governments in California that, under the constraints of Proposition 13 (a draconian property tax reduction), reviewed their land use planning and development approval process to encourage revenue production as a first order goal. This often involved a close working relationship with the private sector developers to ensure that the development would generate a positive fiscal flow. There is now a robust literature that addresses these activities.  However, there is little work concerning the new instruments that have been developed to finance infrastructure in this environment. 
The Southwestern United States is characterized by a rapidly growing population, for example, the “conservative” population forecasts for the State of Arizona indicate a more than doubling over the next 40 years. In addition, there is a continuing suburbanization of population and employment as well as a declining homogeneity of population.  These demographic and land use changes lead to substantial concerns about both the necessary infrastructure that is needed as well as how this infrastructure is to be financed. The finance aspect is particularly troublesome because of the property tax limits in the southwestern states that make it difficult to issue traditional General Obligation Bonds.  

This paper proposes to address the fiscalization of land use primarily with respect to instruments that are used to finance the necessary infrastructure that this growth demands.  This includes both new infrastructure as well as replacement infrastructure. The paper will use Arizona as a case study, as well as selected information from California, Utah and Nevada.  The paper will have three parts: (1) the identification of current techniques that state and local governments in Arizona are utilizing to finance infrastructure (with perhaps additional examples from California, Utah and Nevada), (2) the identification of future alternative means of financing infrastructure or otherwise ensuring that adequate infrastructure is available, and (3) the analysis of the efficiency properties of the current methods and a comparison of them to the properties of the potential alternatives.  Included in these techniques are:   the usual vanilla debt instruments; pay-as-you-go techniques; unusual debt, for example, Community Facilities Districts; anticipation debt, for example GARVEE debt; COPs; assessment districts; privatization; bond banks; impact fees; and demand management tools.  There will also be a discussion of land taxes (betterment taxes) as a potential alternative.
This research fits into the intersections of public finance, business finance and public financial administration.  The public finance aspect comes from the discussion of the efficiency properties of the various instruments, the business finance aspect relates to the effects of these instruments on the income stream of businesses, especially those within the particular geographic situs of the instrument; and the public administration aspect comes from the identification, choice and management of the financing instrument.
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