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Dr. David Crowe, Chief Economist for the National Association of Home Builders 
(NAHB) has prepared an analysis of the economic and fiscal impacts of home building 
on Lee County.  The conclusions Dr. Crowe reached are: 
 

1. Home building is an important contributor to Lee County employment and 
incomes; 
 

2. That the construction of single family homes results in a fiscal surplus to Lee 
County local governments, and 
 

3. That the construction of multi-Family homes results in a fiscal surplus to Lee 
County local government. 

 
There can be little doubt that construction is an important component of the Lee County 
economy.  Constriction directly employs 14.5% of all employed persons in Lee County.   
It also has indirect impacts such as Finance, Insurance, and Real Estate (F.I.R.E) and 
the sale of furnishing and fixtures.  When looked at in total, construction could account 
for as much as 20% of total employment or even more.  Thus construction activity is 
very important to Lee County.   
 

Lee County Employment by Industry  
Q1 2013 

INDUSTRY EMPLOPYMENT % of TOTAL 
Construction 2,672 14.5% 
Manufacturing 498 2.7% 
Retail Trade 3,736 20.2% 
Transport & Communications 291 1.6% 
F.I.R.E 2,345 12.7% 
Services 7,126 38.6% 
Tourist & Recreation 1,795 9.7% 
Other 849 4.6% 
Total 18,463 100.0% 
SOURCE: Florida Department of Economic Opportunity, http://www.floridajobs.org/ 
labor-market-information/data-center/statistical-programs/quarterly-census-of- 
employment-and-wages 

 
There is an important caveat to the economic significance of construction to the Lee 
County economy.  There must be a market for the dwelling units constructed.   Lee 
County has recent experience with the economic consequences of overbuilding.  The 
surplus dwelling units constructed in Lee County resulted in business failures, employee 
layoffs, declining incomes, net out-migration, declining market prices for homes, and 
declining tax bases for local governments.  All of these are destructive to the Lee 
County economy.  There needs to be a balance between the construction of new 
dwellings – supply – and the demand for new dwellings.  When this balance is 
achieved, construction will be a net benefit to Lee County.  When supply of new 
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dwellings exceeds demand, the result is a loss to the Lee County economy and to the 
residents on Lee County.  
 
The next question, and the one addressed by Dr. Crowe, is whether construction is 
fiscally good for Lee County. The analysis presented by Dr. Crowe is difficult to follow 
because it is an analysis of a hypothetical 100 single family homes and also of a 
hypothetical 100 multi-family homes.  The conclusions reached in the NAHB analysis 
are: 
 

1. That after the first year local government receipts will be $10,000 per single 
family dwelling,1 and 
 

2. That after the first year local government expenditures would be $5,600 per 
single family dwelling, for a surplus of $4,400 per dwelling unit per year. 

 
These hypothetical homes have no location within the county and location is critical to 
the costs for providing infrastructure and services.  Moreover, the tax rates employed to 
derive the revenues to the local governments are never presented nor are the taxable 
values of the homes that would be the source of those revenues.  Thus this review will 
focus exclusively in the Lee County General Operating Account. 
 
While the NAHB report does not have data with respect to market or taxable values of 
the homes being discussed, the accompanying Power Point does present some sales 
values: 
 

• Single Family home price of    $326,040 
• Multi-Family home price of    $194,164.2 

 
According to the Florida Association of Realtors, the median3 resale prices of Lee 
County homes during the Third Quarter of 2013 were: 
 

• Single Family home price     $165,000 
• Multi-Family home price     $145,000.4 

1 The actual conclusion was that 100 single family homes would yield $1 Million per year, which is equal 
to $10,000 per home.  See “The Local Impact of Home Building in Lee County, Florida: Income, Jobs and 
Taxes Generated,” October 2013, page 3. 
 
2 David Crowe, “Home Building Impact in Lee County, Florida, October 25, 2013, slide 13 of a power point 
presentation. 
 
3 A median is a value where 50% of the data are above that value and 50% are below.  It is generally 
considered to be the preferred measure of central tendency because it is not influenced by extreme high 
or low values.  While never stated, it would appear that the NAHB values are more likely medians than 
means, so median values will be used for comparison.   
 
4 Florida Realtors’ Media Center, http://media.floridarealtors.org/wp-content/uploads/2013/11/3Q-2013-
Fla-MSA-Summary-.pdf. 
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Additionally, according to the Lee County Property Appraiser, the average and median 
Just and Taxable Values for single family homes constructed and placed on the tax rolls 
in Lee County during 2012 are: 
  

Values of Single Family Homes Built in 2012 
Lee County 

  Just Value Taxable 
Value 

Taxable as 
% of Just 

Mean $292,909  $267,300  91.3% 
Median $211,716  $187,295  88.5% 
SOURCE: Lee County Property Appraiser, December 2013 

 
There were 1,753 single family units constructed and placed on the tax rolls during 
2012.  The distribution of the taxable values are shown in the following graphic.  Also 
shown are the mean and median taxable values.  The influence of the outliers on the 
mean is clearly demonstrated.   
 

 
 
 
The values Dr. Crowe proposes are for newly constructed homes while the data from 
the Realtors are for resales, so there are some obvious differences between the types 
of units included.  However, the data from the Lee County Property Appraisers’ Office 
are for new single family homes, both constructed and placed on the tax rolls in 2012, 
so they would be new homes and thus comparable to the Crowe data.   
 
Just value is an approximation of market value, with some adjustments.  Property 
Appraisers net out selling costs from estimated fair market values to get Just Value.  A 
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rule of thumb is that Just Value is approximately 85% of market value.5  Applying the 
15% reduction to the Crowe data yields the following values: 
 

NABH and Lee County Sales, Just and Taxable Values 
Lee County 

  NAHB Lee  
County 

NAHB  
as % 

Sales Value $326,040 $249,078 130.9% 
Just Value $277,134 $211,716 130.9% 
Taxable Value $245,167 $187,295 130.9% 

 
 
 
These values show that the NAHB assumed values are substantially above existing 
taxable values in Lee County – 30.9% above.  The NHBA report states that the values 
are assumed, and it would appear that the assumed values are not representative of 
Lee County properties.  This would cast doubt on any conclusion drawn from the 
analysis. 
 
It also would appear that Crowe calculated revenue per dwelling by dividing total local 
government revenue from all sources by the number of dwelling units.  This would then 
attribute all non-residential tax payments and revenues to residential development.  This 
means that all industrial, commercial, and agricultural payments of taxes are assigned 
to the residential sector, which would greatly overstate what a typical residence would 
pay in taxes or other receipts to Lee County local governments.    
 
The convention in the Fiscal Impact Analysis of residential development is to calculate 
non-ad valorem revenues on a per capita basis and then attribute those per capita 
revenues to a dwelling based on the occupancy of such dwellings.  Non-ad valorem 
revenues will be different for Lee County residents and non-residents.  
Intergovernmental revenues are allocated on the basis of residential population, and 
non-residents are excluded from the population.  Thus, no intergovernmental revenues 
are attributed to non-residents or non-resident households. General expenses are 
calculated on a straight per capita basis and then attributed to a residence based on 
occupancy.  The difference between attributed costs and attributed revenues is the “ad 
valorem gap,” which is the amount needed for the type of residence in question to pay 
its costs.  In this review Lee County general revenues and general expenses are taken 
from the County’s Comprehensive Annual Financial Report for Fiscal Year 2011-12. 
General revenues are: 
  
 

5 Like any rule of thumb, it must be read as a generalization and may not be applicable in individual 
situations.  The reason that Taxable Values are greater that 85% of Just Value in the data shown above 
is that not all dwellings can claim the homestead exemption.  In fact, 51% of the units constructed in 2012 
did not claim Homestead Exemptions. 
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General Revenues by Type FY2012  
Lee County 

 Lee County 
(000) Population per Capita-

Resident 
per Capita-

Non-Resident 
Taxes:         

Ad Valorem $143,013 638,029 $224.15 $224.15 
Non-Ad Valorem $52,541 638,029 $82.35 $82.35 

Licenses & Permits $131 638,029 $0.21 $0.21 
Intergovernmental $63,921 638,029 $100.19 $0.00 
Charges $43,512 638,029 $68.20 $68.20 
Fines etc. $129 638,029 $0.20 $0.20 
Miscellaneous $5,437 638,029 $8.52 $8.52 
Total - All Sources $308,684   $483.81 $383.62 
Total - Non-Ad Valorem $165,671   $259.66 $159.48 
SOURCE: Florida Office of Economic & Demographic Research, http://edr.state.fl.us/Content/local-
government/data/revenues-expenditures/index.cfm.  
Lee County Comprehensive Annual Financial Report for the Year Ended September 30, 2012, page 95.  

 
The Lee County General Fund receives $483.81 per capita in general revenues from 
Lee County residents, $259.66 of which are non-ad valorem and $224.15 are ad 
valorem.  For non-residents the county received only $383.62 per capita, since 
intergovernmental revenues are allocated on the basis of the resident population. 
 
Lee County general expenses are: 
 

General Expenditures by Type FY2012  
Lee County 

  
Lee County 

(000) Population per Capita 
 - All 

General Government $87,852 638,029 $137.69 
Public Safety $174,136 638,029 $272.93 
Physical Environment $7,752 638,029 $12.15 
Transportation $1,215 638,029 $1.90 
Economic Environment $13,403 638,029 $21.01 
Human Services $19,853 638,029 $31.12 
Culture and Recreation $14,187 638,029 $22.24 
Total $318,398   $499.03 
SOURCE: Florida Office of Economic & Demographic Research, http://edr.state.fl.us/Content/local- 
government/data/revenues-expenditures/index.cfm 
Lee County Comprehensive Annual Financial Report for the Year Ended September 30, 2012, page 95. 

 
Lee County’s general operating expenses are $499.03 per capita and general non-ad 
valorem revenues are $259.66, leaving a “gap” of $239.37 per capita for residents and 
$339.56 for non-residents, to be made up from ad valorem taxes. 
 
As pointed out above, the median Just Value of a single family home is $211.716.  For a 
dwelling that is owned by non-residents, this is also the Taxable Value.  For dwellings 
owned and occupied by residents, the Just Value will be reduced by $50,000, which is 
the Homestead Exemption.  The Lee County general operating millage is $3.6506 per 
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$1,000 in taxable value.6  The annual ad valorem payments into the Lee County general 
fund would be $590.36 for a Homesteaded property and $772.89 for a non-
Homesteaded property. 
 

Ad Valorem per Dwelling FY2012 
Lee County 

  
Homesteaded  

Property 
Non-Homesteaded  

Property 
Median Just Value $211,716 $211,716 
Exemption $50,000 $0 
Taxable Value $161,716 $211,716 
County Operating Millage Rate $3.6506 $3.6506 
Ad Valorem per Dwelling $590.36 $772.89 

 
 
The U.S. Bureau of the Census reports that the average household size in Lee County 
of 2.50 persons.7  Applying this occupancy to typical dwellings yields the following 
operational fiscal impacts:   
 

Fiscal Impact of a New Single Family Dwelling FY2012 
Lee County 

 Homesteaded 
Property 

Non-Homesteaded 
Property 

Non-Ad Valorem per Capita $259.66 $159.48 
Persons per House Hold 2.5 2.5 
Non-Ad Valorem per Dwelling $649.15 $398.69 
Operating Costs per Capita $499.03 $499.03 
Persons per House Hold 2.5 2.5 
Operating Costs per Dwelling $1,247.58 $1,247.58 
Gap per Dwelling $598.43 $848.90 
Ad Valorem per Dwelling $590.36  $772.89 
Surplus per Dwelling ($8.07) ($76.00) 

 
 
There is an operational deficit of $8 per year for residences owned and occupied by Lee 
County residents and a deficit of $76 per year for residences owned by non-residents.  
These can be contrasted with the NABH estimate of $4,400 per single family dwelling 
unit surplus.  The deficits are sufficiently small that, for all practical purposes here, the 

6 There are many other property taxes that have to be paid in Lee County such as the County’s 
unincorporated area MSTU, the School District, and the Water Management District.  This analysis is 
focused on the County general operating fund so revenues to and costs of other agencies are not 
included herein.  See Comprehensive Annual Financial Report, Lee County, Fiscal Year Ending 
September 30, 2012, page 171. 
 
7 U.S. Bureau of the Census, http://quickfacts.census.gov/qfd/states/12/12071.html. 
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conclusion is that new single family residences just break even with respect to the 
general operating budget and do not yield any surplus or deficit.8   
 
Florida voters amended the Florida Constitution with respect to that taxable values of 
residential homesteads.  The assessed (Taxable) value of residential homesteads 
cannot be increased by more than the 3% per year or the rate of change of the 
Consumers’ Price Index (CPI), whichever is lower.9  Thus ad valorem revenues cannot 
grow faster than the rate of inflation, which is defined the Consumers’ Price Index, 
virtually assuring increased fiscal shortfalls from homesteaded residential development. 
 
The above has dealt only with Lee County general operational costs and revenues.  
Capital costs are a major issue to all local governments.  The local government capital 
costs that have been measured in Lee County amount to $18,658 per single family 
home.  Lee County incurs $10,830 in capital costs and other agencies incur $7,828.  
These costs are recouped by impact fees.   
 

Capital Cost per Dwelling Unit 

Facility 
Single-
Family 

Dwelling 
Lee 

County 
Other 

Agency 

Roads $9,145 $9,145   
Schools $7,354   $7,354 
Parks $1,593 $1,593   
Fire $474   $474 
EMS $92 $92   
Total $18,658 $10,830 $7,828 
SOURCE: Duncan Associates  

 
Lee County capital costs, adopted impact fees, and impact fees collected are shown 
below.  The County’s cost for these facilities is $10,830 and the adopted impact fees are 
$8,296.  This would leave $2,535 in capital costs to come out of the general operating 
budget.  Recall that the general operating budget for a new residence is basically break-
even.  An additional $2,535 in capital costs would put the entire matter into a deficit.  
However, Lee County has elected to reduce road and park impact fees to those shown 
for a period of 2 years.10  Now, rather that impact fees being $2,535 less than cost, the 
reduction increases the deficit to $9,129 per dwelling.   
 

8 This situation will only be made more difficult for Homestead properties as the Constitutional limit on 
assessed value increases kick in. 
 
9 Florida Constitution, Section 4, (d), (1), a. and b. 
 
10 The school impact fee was also reduced but is not included herein because the neither the cost nor the 
revenue goes to Lee County. 
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Lee County Cost Recoupment with Impact Fees 

  
Cost Adopted  

Impact Fee 
Impact Fee  
Collected 

Roads $9,145 $6,768.01 $1,353.60 
Schools*       
Parks $1,593 $1,477.43 $297.53 
Fire*       
EMS $92 $50.50 $50.50 
Total $10,830 $8,296 $1,702 
*Other Agencies   

 
The warranted conclusion is that the construction of a new single family residence has a 
break-even impact on Lee County’s operating budget but is in deficit of $9,129 for the 
capital account.  If this capital deficit was amortized over 20 years at 4.6%,11 the annual 
deficit would be $707.88 per dwelling unit per year.12  Once the temporary reduction in 
impact fee expires, impact fees will increase to $8,286, the capital deficit will decrease 
to $2,535, and the annual deficit will decline from $707.88 per year to $196.53 per year. 
 
This analysis has used Lee County actual data to assess the impact of new construction 
on Lee County.  Until such time as the level of impact fees have been restored, the total 
deficit per dwelling is $9,129.  Once impact fees have been restored, the capital deficit 
will decline to $2,535, and the annual capital deficit will decline from $797.88 to 
$196.53.  This analysis concludes that there is no fiscal surplus resulting from the 
construction of new single family homes.  Moreover, the fiscal situation will be worse as 
constitutional limitations on taxable values of homestead properties kick in. 
 
 

11 The Federal Reserve System’s database reports the local government long term (20 year) interest rate 
at 4.6%.  See http://www.federalreserve.gov/releases/h15/data.htm.   
 
12 The annual deficit is greater than the annual ad valorem for homestead properties and roughly equal to 
the annual property taxes for non-homestead properties. 
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