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EXECUTIVE SUMMARY

THE ECONOMIC IMPACTS
OF RESIDENTIAL CONSTRUCTION
IN MECKLENBURG COUNTY,
NORTH CAROLINA

The Following study of the Econormic Impacts of Residential Construction was conducted
for the Real Estate and Building Industry Coalition (REBIC) by Dr. John Connaughton and Dr.
Ronald Madsen, professors with the University of North Carolina at Charlotte in the Belk College
of Business Administration. The results of the study are based on data gathered for Mecklenburg
County including the number of building permits issued for single and multi family construction,
permit and impact fees, raw land cost and taxes.

Residential construction has a significant economic impact on local and regional
economies. This study presents estimates of the economic impact of residential construction on
the local economy of Mecklenburg County, North Carolina. These impacts are measured in terms
of changes in the county’s annual output, employment, tax revenue, and public costs.

The methodology used in this study analyzes two residential construction projects
undertaken in Mecklenburg County in the year 2000. The first project involves the construction,
sale, and subsequent occupancy of 100 single family homes. The second project involves the
construction, sale. and occupancy of a 100 unit multi-family (multi-family unit) development. The
advantage of estimating the economic impacts for 100 unit projects is the ease of adjusting the
estimates to fit newly announced or proposed residential developments in the county.

The following estimates were made for each phase of impacts:

Construction Phase Impacts: _
100 New Single Family Home Homes are estimated to:

. Increase County Output by $27,144.217

. Inerease County Employment by 314 Jobs

. Increase Total Local Tax Revenue by $377,656

. [ncrease Total Local Public Sector Costs by $113,058

100 New Multi-Family Units are estimated to: _
. Increase County Qutput by $9.372.491

. Increase County Employment by 108 jobs
. Increase Total Local Tax Revenue by $202.300
. [ncrease Total Local Public Sector Costs by $39.034

Ongoing Occupancy Phase Impacts:
100 New Single Family Homes are estimated to:
. Increase County Output by $3.675.027
. fncrease County Employment by 72 jobs

-
3



. Increase Total Local Tax Revenue by $297.806

. Increase Total Local Public Sector Costs by $227,045
100 New Multi-Family Units are estimated to:

. Increase County Output by $2,969,734

. Increase County Employment by 37 jobs

. Increase Total Local Tax Revenue by $109.293

. Increase Total Local Public Sector Costs by $220,367

During the Construction phase both single family and multi family construction provide a
one-year net positive source of revenue for county and local government. The increase in focal
revenue is $377.636 per 100 single family homes, while the increase in local public sector costs is
$113.058. This produces a net positive source of revenue of $568,426 for one year. The
constuction phase of the multi family units provides a one-year net positive source of revenue of
$163.266 for county and local government,

During the ongoing occupancy phase the single family homes provide a net revenue stream
for county and local government. The increase in local revenue is $297,806 per 100 units. while
the increase in local public sector costs is $227,045 per 100 units. This produces a net positive
revenue stream of $70,761 per 100 units. The multi-family unit ongoing revenue impacts produce
a net negative revenue stream of $111.074 per 100 units. From a public policy stand point these
two revenue streams should be veiwed jointly. Tt would be incorrect to conclude that because
single family homes produce a net positive ongoing revenue stream while the multi family units
produce a net negative ongoing net revenue stream, that public policy should promote single
family home development and discourage multi-family unit development.

Public policy should provide a range of housing alteratives for residents. in Mecklenburg
County the 1999 positive net revenue stream for single family houses is .63 times the size of the
negative net revenue stream for multi-family units. As long as Mecklenburg County continues to
build significantly more single family homes than muiti-family units then the overall ongoing net
revenue stream from residential construction will be positive.

Estimates for any size project can be readily made simply by making the appropriate
proportional adjustment. For example if a new development of 255 single family homes was
announced the estimated impact would be 2.55 (or 255.0%) times the estimated impacts of the
100 single family home development found in this study. The impacts of a smaller project with
for example 65 multi-family units would be estimated by multiplying the multi-family unit impacts
provided in this study by .65 (or 65%). The results presented in this study are intended to help
measure the economic impact of residential construction on the economy of Mecklenburg County.
The broader impacts of local residential construction on the MSA and State economy would be
greater than those provided for the county alone.



THE ECONOMIC IMPACTS
OF RESIDENTIAL CONSTRUCTION
IN MECKLENBURG COUNTY,
NORTH CAROLINA

L. Introduction and Overview of Mecklenburg County

Residential construction has a significant economic impact on local and regional
economies. This study presents estimates of the economic impact of residential construction on
the local economy of Mecklenburg County, North Carolina. These impacts are measured in terms
of changes in the county’s annual output, employment, tax revenue, and public costs.
Environmental and other related impacts are beyond the scope of this study.

Mecklenburg County has a total area of 549.39 square miles and is located in the south
central portion of the state. It had a 1998 population of 624,464 and a population density of
963.64 per square milte. The county’s population grew at a rate of over 2.2% per year during the
1990's. Mecklenburg County is one of seven counties that make-up the rapidly growing
Charlotte-Gastonia-Rock Hill MSA. The county had a Median Family Income in 1999 of
$61.397 and a September 1999 unemployment rate of 1.9%. Charlotte is the county’s largest
town and is also the county seat. The emploved county workforce numbered 479,805 in the first
quarter of 1999 and the service sector provided 27.1% of this total.’

The following sections provide an overview of the study methodology and the estimated
economic impacts for both residential single family home construction and multi-family unit
construction. The last section provides a summary of conclusions and an explanation of how the
results of this study can be applied to future residential construction activity in Mecklenburg
County.

. Methodology

The methodology used in this study assumes two residential construction projects are to
be undertaken in Mecklenburg County in the vear 2000. The first project involves the
construction, sale, and subsequent occupancy of 100 single family homes. The second project
involves the construction. sale, and occupancy of a 100 multi-family unit development. The
advantage of estimating the economic impacts for 100 unit projects is the ease of adjusting the
estimates to fit newly announced or proposed residential developments in the county. Estimates
for any size project can be readily made simply by making the appropriate proportional agdjustment
For example if a new development of 255 single family homes was announced the estimated
impact would be 2.55 (or 255.0%) times the estimated impacts of the 100 unit development used
in this study.

The most important measures of an economic project are tvpically measured in terms of
resulting dollars of output and number of jobs. Using a standard approach to measuring these
tmpacts requires an assessment of the direct and indirect impacts of the project and then an
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assessment of induced impacts that result from local respending generated by direct and indirect
impacts.” The toral output and employment impacts are then estimated by summing the direct,
indirect, and induced impacts. The methodology used in this study measures the direct impact of
building 100 single family homes, or a 100 unit multi-family unit project, and then utilizes a
standard and widely used model to estimate the indirect and induced impacts. This model used
was IMPLAN Professional. In this study the IMPLAN 322 industry by 322 industry input-output
model for Mecklenburg County was used to obtain multipliers (per dollar of direct impact) for
indirect and induced impacts.” These multipliers were used in conjunction with the most recent
information available on residential construction in Mecklenburg County.

Local tax revenue and local public cost impacts were then estimated based on the
estimated output and employment impacts and using the most current local and state data
available. In most cases. data were from 1999 and where this was not the case endnotes are
provided. An explanation for estimating first a construction phase impact and then an ongoing
occupancy phase impact is provided in the following section.

II1. Economic Impacts of Single Family Home Construction
A. Construction Phase

1. Output Impacts. The construction phase of residential construction generates
economic impacts based on the size of the residential project. For the estimates to be made in this
study it was assumed that the 100 unit project would reflect the average price of single family
homes built in 1999. Thus each house was assigned a value of $182,786 with a raw land value of
$11.429 per lot.* In calculating the direct economic impacts of construction the raw land value
was subtracted from the average house price since the raw land value was not attributable to the
construction of the house. Thus the direct output impact of the construction phase was:

Direct Output Impact $171.357 x 100 homes = $17,135,700
This residential project of 100 single family homes has a direct output impact on Mecklenburg
County of $17,135,700. Additionally there are indirect and induced output effects. Using the

IMPLAN Output Multipliers for New Residential Construction yields the following overall model:

Direct Qutput Impact x Indirect Effect Multiplier = Indirect Output [mpact
$17.135.,700 « 0.303486 = $5200,445

Direct Output Impact x Induced Effect Multiplier = Induced Output Impact
$17,135,700 x  0.280388 = $4.808.072

Direct Output Impact + Indirect Output Impact + [nduced Output Impact = Total Output Impact
$17.135.700 +  $5200.445 + $£4,808,072 = $27.144217



Thus, it is estimated that a 100 single family home residential construction project in Mecklenburg
County will increase year 2000 county output by $27,144.217.

2. Employment Impacts. Increasing output will be accompanied by an increase in
county employment. IMPLAN provides direct, indirect, and induced employment multipliers per
million dollars of output.” For Mecklenburg County these employment multipliers per million
dollars of output for New Residential Construction are:

Employment Multiplier x  (Qutput Impact/1.000,000) = Employment Impact

Direct 10.9546 x  17.136 million = 188 jobs
Indirect 42126 X 5.200 million = 66 jobs
Induced 2335261 X 4.808 million =60 jobs
Total Employment Impact = 314 jobs

Thus, it is estimated that a 100 single family home residential construction project in Mecklenburg
County will increase year 2000 county employment by a total of 314 jobs. Table 1 givesa
breakdown of the sectors where these 3 14 jobs are expected to be created. Not surprisingly the
major impact is on the construction industry itself where the estimate is that 188 jobs will be

created.

TABLE 1
MECKLENBURG COUNTY
JOB IMPACTS BY INDUSTRY SECTOR
Per 100 Single Residential Units: Construction Phase

IMPLAN Industry Sector Number of Jobs
New Residential Construction 188
Miscellaneous Retail 4
Food Stores | 11
Wholesale Trade 10
Eating and Drinking Establishments 8
Automotive Dealers and Service Stations 7
General Merchandise Stores 6
Motor Freight 6
All Others 64
Total Jobs Impact: Construction Phase 314 Jobs




3. Local Tax Revenue Impacts. There will be a large amount of local tax revenue
generated by the construction of 100 single family homes in Mecklenburg County. These
revenues are tied to the construction phase and are allocated to the fiscal year in which the project
1s completed. (If the project overlaps a fiscal year the local tax revenues indicated would still be
received over an assumed 12 month period that begins with the month in which construction

begins.)
a. Residential Permit and Impact Fees

The average level of residential permit and impact fees for single family homes in
Mecklenburg County in 1999 was $1.579 per unit.® Thus 100 new homes yield direct fees of:

Residential Permit and Impact Fees =100 x $1,579=$157,900

b. Local Sales and Use Tax

The local share of sales tax collected in North Carolina is 2%. Half of this goes to the
county where the tax was collected and the other half is allocated to counties based on their
relative share of state population. Sales tax does not apply to the sale of houses and thus these
local revenues will arise only from the indirect and induced impacts on which the tax is applied.
Using IMPLAN and given the level of indirect and induced impacts specified above for the
construction phase it was estimated that North Carolina sales tax would apply to $5,018,190 of
new local spending. Using this estimate the county share of sales tax is:

Local Sales Tax Revenue = (Taxable Expenditures x .01) + (Taxable Expenditures x .01 x
county population/state population)

Local Sales Tax Revenue = ($5,018.190 x .01) + ($5.018.1909 x .01 x (624,527 / 7545828))
= $50,181.90

¢. Property Tax Revenue

A limited amount of direct property tax will be generated during the construction phase of
building 100 single family homes. Counties apply their property tax to the value of rea! and
personal property on the tax rolls on January 1 of the tax year. The assumption is made that
single family home residential construction takes an average of six months to complete and that
the units are started at an even rate during the year. This leads to the conclusion that during the
vear of construction 25% of the net sales value of 100 units will be on the county tax rolls.” A
weighted average county wide property tax rate was computed. This rate reflects county and city
property tax rates and the relative populations in each tax jurisdiction. The weighted average
property tax rate for Mecklenburg County in 1999 was $1.106141 per $100 of valuation.



Combining these two elements provides an estimate of the direct effect of the construction phase
on property faxes:

Direct Property Tax Revenue = {{Net Sales Value of 100 New Homes) x (.25 x
(Weighted Average Tax Rate per $100)) /100

Direct Property Tax Revenue = ($17,135,700 x 0.25 x 1.106141) /100
= $47,386.25

In addition to the direct property tax revenue, the indirect and induced output impacts will
generate personal income which in turn will result in an increase in real property to which the
local property tax rate will apply. This additional property tax is referred to in this study as
Spinoff Property Tax Revenue. To calculate this the ratio of real property per dollar of personal
income was calculated based on data available from the Annual Financial Information Reports
from the North Carolina Department of State Treasurer. In 1999 Mecklenburg County had
$42.863,865.639 of real property on the tax rolls which was supported by $22,232,885,000 of
personal income. Thus for each dollar of personal income there was $1.93 of real property in the
county. It was assumed this ratio would be constant as personal income in the county expanded.
From IMPLAN it was determined that the local multiplier for indirect and induced personal
income is .226999. Then Spinoff Property Tax Revenue could be calculated as:

Spinoff Property Tax Revenue = ((Net Sales Value of 100 New Homes) x {Indirect and
Tnduced Personal Income Multiplier) x {Ratio of Real Property to Personal Income) x (Weighted
Average Tax Rate per $100)) /100

Spinoff Property Tax Revenue = (($17,135.700) x (.226999) x ($1.93) x (1.106141)) /100
= $82.952.94

Additionally there will be personal property tax revenue arising from the indirect and
induced impacts of the construction phase. IMPLAN provides the indirect and induced personal
income multipiier and the ratio of personal property to personal income uses information from the
Annual Financial [nformation Reports from the North Carolina Department of State Treasurer.

Personal Property Tax Revenue = ((Net Sales Value of 100 New Homes) x (Indirect and
Induced Personal Income Multiplier) x (Ratio of Personal Property to Personal Income) x
{Weighted Average Tax Rate per $100)) /100 '

Personal Property Tax Revenue = (($17,135.700) x (.226999) x ($.435) x (1.106141))‘/1 00
= $19.576.90

Total local property tax revenue for the construction of 100 single family homes is then the sum
of direct property tax revenue, spinoff property tax revenue. and personal property tax revenue:

Direct Property Tax Revenue § 47.386.25
Spinoff Property Tax Revenue $ 8§2.952.94
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Personal Property Tax Revenue 19.576.90
Total Local Property Tax Revenue $159.916.09

d. Utility Excise Tax

A state tax rate of 3.09% is assigned to expenditures on gas, power, light, and telephone
service and distributed to the municipalities in which the expenditure was made. The IMPLAN
model for the construction phase indicates an increase in expenditures for these services of
$11.477. The local utility tax revenue is then generated using the proportion of total county
population living in municipalities.

Utility Excise Tax Revenue = (Taxable Expenditures) x (Utility Excise Tax Rate) x
(Proportion of County Population in Municipalities) '

Utility Excise Tax Revenue = ($11,477) x 0309 x .9442
- =5§576.57

e. Excise Stamp Tax on Conveyances

North Carolina levies a conveyance tax of $1 per $500 of property value and half the
revenue goes to the local government. This tax is levied on the full selling price including land
value. Thus for the 100 single family homes this tax is:

Excise Stamp Tax Revenue = ((Total Sales Value of 100 New Homes) x
($1/$500) x .5)

Excise Stamp Tax Revenue = (($18,278.600) x ($1/5500) x .53)
=$18.278.60

The total of amount of local tax revenue generated by the construction of 100 single family
homes in Mecklenburg County is then estimated to be the sum of:

Residential Permit and Impact Fees = $157.900.00
Local Sales Tax Revenue = 4441932
Total Local Property Tax Revenue = 159,916.09
Utility Excise Tax Revenue = 576.57

il

Excise Stamp Tax Revenue 18.278.60
Total Local Tax Revenue-Construction Phase $377.655.68

4. Local Public Cost Impacts. During the single family home residential construction
phase the increase in local public sector costs in the areas of inspection costs and public safety
costs are estimated.
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a. Inspection Costs

Ongoing inspection is required of afl construction in a municipality or county and these
cost are directly impacted by the number of units being constructed and the doltar value (size) of
the project. To estimate the cost of inspecting 100 single family houses the total 1999 inspection
budgets ot Mecklenburg County and each municipality within the county were summed and an
inspection cost per dollar of residential construction in 1999 was estimated.® This inspection cost
per dollar of residential construction was then multiplied by the net sales value in of 100 single
family homes to find the total inspection costs.

Total Inspection Costs = {Net Sales Value of 100 New Homes) x (Inspection Cost per
Dollar of Residential Construction)

Total Inspection Costs = ($18,278,600) x (0.00478537) = $87,469.95
b. Public Safety Costs

There will be police and fire protection provided for residential construction as the
construction project 1s completed. The 1999 public safety expenditures of Mecklenburg County
and each municipality within the county were summed. This number was then divided by the total
assessed value of real property within the county to get a public safety cost per dollar of assessed
value.” Again it was assumed that single family home residential construction takes an average of
six months to complete and that the units are started at an even rate during the year. This led to
the conclusion that during the vear of construction 25% of the net sales value of 100 units will be
on the county tax rolls. Total public safety costs were then estimated as:

Total Public Safety Costs = ((Net Sales Value of 100 New Homes) x 0.25 x (Public Satety
Expenditures per Dollar of Assessed Value))

Total Public Safety Costs = ($17,135.700) x 0.23 x (.001493) = $25.580.08

Total local public sector costs are the sum of total inspection costs and total public safety costs.

Total Inspection Costs =8 87.469.93
Total Public Safety Costs . =__25.580.08
Total Local Public Sector Costs-Construction Phase =$113,050.04

Once construction is completed there is a set of ongoing economic impacts that are tied to the
economic activity of 100 new households in the county. The following section provides estimates
of these ongoing impacts.



B. Annual Occupancy Phase Impacts

1. Output Impacts. The annual occupancy phase of the economic impact of residential
construction is based on the assumption that in the absence of new residential construction
population would flow to the other counties in the MSA. Thus there is a level of spending that
will occur in Mecklenburg County that would not occur if new residents do not locate there.'’

In this study the assumption is made that the 100 new residential units will be occupied by
either residents new to the county or existing residents whose previous dwelling was sold to a
new resident. This assumption is based on the ongoing rapid growth in the population of the
county and MSA."" The median household income of Mecklenburg County homeowners was
estimated to be $78.674."

Given this median household income level the 100 new households will have a combined
household income of $7,867,400 ($78,674 x 100). Given this level of household income the
amount of income available to be spent within the county will be reduced by the percentage of
household income paid in federal and state taxes, Social Security taxes, and pension contributions.
The Consumer Expenditure Survey indicates that these leakages from household income total
19.91%. This means the median household income level of the 100 new households should be
adjusted downward to $6,364,771 (80.09% x $7,867.400). The IMPLAN output multipliers for
the adjusted household income are then used to estimate the ongoing impact of the 100 new
hornes on the level of county output.

Type of IMPLAN Adjusted Houschold Estimated Output
Impact Qutput Multiplier Income Impact

Direct 0.5756 $6,364.771 $3.663,295
Indirect 0.1336 £6.364.771 $850.639
Induced 0.1824 $6.364,771 $£1.161.093
Total 0.8196 $£6,364.771 $£5.675,027

The relatively small size of the output multipliers reflects the substantial portion of household
income expected to be spent outside the county. The ongoing impact of building 100 new single
family homes (s to increase county output by $5.675.027.

2. Employment Impacts. Using the IMPLAN employment multipliers (per niillion
dollars of output) this level of increased output will support the following number of new jobs in
the county:



Employvment Multiplier x  (OQutput Impact/1.000,000) = Employment Impact

Direct 7.6840 X 3.040940 million = 49 jobs
Indirect 1.4000 X 3.040940 million = 8 jobs
Induced 2.2869 X 3.040940 million = 15 jobs
Total Employment Impact = 72 jobs

Thus it is estimated that the ongoing employment impact of 100 new single residential units
occupied by new residents to Mecklenburg County will be to increase county employment by a
total of 72 jobs. The distribution of these jobs would be assumed to reflect the overall county

employment pattern.

3. Local Tax Revenue Impacts. Like the construction phase there will be significant
local revenue impacts during the occupancy phase. These revenue impacts are estimated below:

a. Local Sales and Use Tax

The local share of sales tax will be based on the combined income of the 100 new
households and the proportion of their income spent in Mecklenburg County on taxable goods
and services and the taxable spending in the county that arises from indirect and induced impacts.
Using IMPLAN and given the level of direct household income and the indirect and induced
impacts specified above for the ongoing phase it was estimated that North Carolina sales tax
would apply to $2,699,127 of new local spending. Using this estimate the county share of sales

tax is:

Local Sales Tax Revenue = (Taxable Expenditures x .01) + (Taxable Expenditures x .01 x
county population/state population)

Local Sales Tax Revenue = ($2,699.127 x .01) + ($2.699.127 x .01 x (624,527 / 7545828))
=$29.225.19

b. Property Tax Revenue

Direct property tax will apply to the net sales value of the 100 single family homes.
Combining this value and the weighted average tax rate on real property identified earlier teads to

the estimated direct property tax revenue:

Direct Property Tax Revenue = ((Net Sales Value of 100 New Homes) x (Weighted
Average Tax Rate per $100)) /100



Direct Property Tax Revenue = ($17,135,700 x 1.106141) /100
= $189,545.00

In addition to the direct propertyv tax revenue, the ongoing indirect and induced output
impacts will generate personal income which in turn will result in an increase in real property to
which the local property tax rate will apply. This is the spinoff property tax revenue during the
occupancy phase. The spinoff property tax during the occupancy phase were estimated using the
same approach specified for the construction phase. From IMPLAN it was determined that the
local muttiplier for indirect and induced personal income is .0117111. The Spinoft Property Tax

Revenue could be calculated as:

Spinoff Property Tax Revenue = ((Total Personal Income of 100 New Households) x
{Indirect and Induced Personal Income Multiplier) x (Ratio of Real Property to Personal Income)
x (Weighted Average Tax Rate per $100)) /100

Spinoff Property Tax Revenue = (($7.867.435) x {.117111) x (§1.93) x (1.106141)) /100
= $19.648.89

There will be personal property tax revenue arising from the direct, indirect, and induced
impacts of the occupancy phase. The direct personal property tax was estimated using the
estimated total personal income of the 100 new households and the ratio of personal property to
personal income. IMPLAN provides the indirect and induced personal income multiplier for the

occupancy phase.

Personal Property Tax Revenue = {(Total Personal Income of 100 New Households) +
(Net Sales Value of 100 New Homes) x (Indirect and Induced Personal Income Multiplier)} x
(Ratio of Personal Property to Personal Income) x (Weighted Average Tax Rate per $100) /100

Personal Property Tax Revenue = {($7.867,435) + ($17,135.700) x (.117111)) x (3.455) x
(1.106141Y) /100 =~ $49.369.77

Total local property tax revenue for the construction of 100 single family homes is then the sum
of direct property tax revenue, spinoff property tax revenue, and personal property tax revenue:

Direct Property Tax Revenue $189.545.00
Spinoff Property Tax Revenue 19.648.89
Personal Property Tax Revenue 49.369.77
Total Local Property Tax Revenue $258.563.66

¢. Utility Excise Tax
The state tax rate of 3.09% is assigned to expenditures on gas, power, light. and telephone

service and distributed to the municipalities in which the expenditure was made. The IMPLAN
model for the ongoing phase indicates an increase in expenditures for these services of $25.572.
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The local utility tax revenue is then generated using the proportion of total county population
living in municipalities.

Utility Excise Tax Revenue = (Taxable Expenditures) x (Utility Excise Tax Rate) x
(Proportion of County Population in Municipalities)

Utility Excise Tax Revenue = ($25,572) x 0309 x .9442 = §746.12
d. Other Revenue

There are a number of intergovernmental transfers that are based on population that will
be an ongoing source of revenue for local government resulting from the 100 new households.”

This revenue was estimated as:

Total Other Revenue = (Other Intergovernmental Transfers per Person) x (Average
Household Size) x 100

Total Other Revenue = ($38.95) x 2.38 x 100 = $9,270.64

The total amount of local tax revenue generated by the ongoing occupancy of 100 single family
homes in Mecklenburg County is then estimated to be the sum of:

Local Sales Tax Revenue =$29225.19
Total Local Property Tax Revenue = 258,563.66
Utility Excise Tax Revenue = 746.12
Total Other Revenue _ = _ 9.270.64
Total Local Tax Revenue-Occupancy Phase =$297.805.61

4. Local Public Cost Impacts. During the ongoing occupancy phase of 100 single
family homes the increase in local public sector costs will include local school costs, local
highway expenditures. water and sewer capital construction, and other local operating costs

(including public safety),
a. Local Public School Costs

Local expenditures on public schools include a contribution to the operating budgets of
the school system and capital expenditures. The local public contribution is made on a per pupit
basis. The 1999 per pupil contribution in Mecklenburg County was $1,918. The number of public
school students per household was calculated using 1999 public school enroliment data and an
average household size for the new homes of' 2.38." The ongoing impact on this education
expenditure of 100 new single family homes was estimated as:

Total Local School Operating Costs = {Local Public Contribution per Pupil) x (Number of
Public School Students per Household) x 100



Total Local School Operating Costs = $1,918 x 370536 x 100 = §71,068.82

There will also be local capital expenditures on public schools. This estimate was made using the
five year average of school construction costs per public schoof student in the county and the
number of public school students per household.”” This capital construction cost per student was
then adjusted using the state average percentage of local contribution to school capital
construction costs.'®

Total School Capital Construction Costs = {Five Year Average of School Construction
Costs per Public School Student) x (State Average % of Local Contribution to School Capital
Construction Costs) x (Number of Public School Students per Household) x 100

Total School Capital Construction Costs = $1,115.29 x .5367 x .370536 x 100 =$22,138.05

Total public school costs for 100 new single family homes is the sum of estimated operating and
construction costs.

Total Local School Operating Costs =$71,068.82
Total School Capital Construction Costs =_22.138.05
Total Public School Costs = $93,206.87

b. Net Local Public Highway Costs

Local public highway costs are offset by intergovernmental transfers of public revenue that
are designated for use on local highway costs. These transfers include money from (1) the Powell
Bili that goes to municipalities based on population and miles of city maintained roads and (2)
other transportation related transfers. The net impact of 100 new households on [ocal public
highway costs were judged to be zero in Mecklenburg County since total 1999 transfers exceeded

total local public highway costs."’
Total Net Local Public Highway Costs ={

¢. Local Capital Water and Sewer Costs

Total local capital water and sewer costs were estimated using the per person total 1999
capital expenditures in the county on water and sewer and the average household size of owner

occupied residences. '™

Total Local Capital Water and Sewer Costs = (Per Person Capital Expenditures on Water
and Sewer) x (Average Household Size of Owner Occupied Residences) X 100

Total Local Capital Water and Sewer Costs = $153.02 x 2.38 x 100 =336,418.68
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d. Other Local Government Operating Costs

In addition to the ongoing costs of public safety, local governments will face increased
costs that include parks and recreation and general administration costs. These costs were
estimated based on 1999 per person total county and local expenditures on these other costs and
expected household size.'”

Total Other Local Government Operating Costs = (Per Person Total County and
Municipal Expenditures on Other Government Costs) x (Average Household Size of Owner
Occupied Residences) X 100

Total Other Local Government Operating Costs = $409.33 x 2.38 x 100 = $97,419.43

Total local public sector costs are the sum of each type of cost estimated above:

Total Local Capital Water and Sewer Costs =$36.418.68
Total Net Local Public Highway Costs = 0
Total Public School Costs = 92,203.87
Total Other Local Government Operating Costs =_. 9741943
Total Local Public Sector Costs-Occupancy Phase =3227,044.98
C. Summary

The economic impact of constructing 100 new single residential units valued at an average
selling price of $182.786 in Mecklenburg County is estimated to have a significant impact on the
local economy. These impacts were divided into impacts during the construction phase and
impacts resulting from ongoing occupancy of the 100 new residential units. The following
impacts were estimated:

Economic Impacts During the Construction Phase

. Increase County Output by $27.144 217

. Increase County Employment by 314 jobs

. Increase Total Local Tax Revenue by $377,656

. Increase Total Local Public Sector Costs by $113.058

Economic Impacts During the Occupancy Phase

. Increase County Output by $5.675,027

. fncrease County Employment by 72 jobs

. Increase Total Local Tax Revenue by $297.806

. Increase Total Local Public Sector Costs by $227.043
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1V, Econemic Impacts of Multi-Family Unit Construction
A. Construction Phase

1. Output Impacts. The construction phase of a multi-family unit residential
construction project will generate economic impacts based on the size of the multi-family unit
project. For the estimates to be made in this study it was assumed that 100 units are included in
this multi-family unit project. Further it was assumed these units would reflect the average sales
price per unit of multi-family unit projects built in Mecklenburg County in 1999. Thus each unit
was assigned a value of $65,000 with a raw land value of $5,833 per unit.”

As was the case for single family home residential construction in calculating the direct
economic impacts of multi-family unit construction the raw land value was subtracted from the
average sales price since the raw land value was not attributable to the construction of the unit.
Thus for this muiti-family unit project the direct output impact of the construction phase was:

Direct Output Impact $59.167 x 100 units = $5,916,700

This multi-family unit residential project of 100 units has a direct output impact on Mecklenburg
County of §5.916.700.

Using the IMPLAN Qutput Multipliers for New Residential Construction yields the
following overall model:

Direct Output Impact x Indirect Effect Multiplier = Indirect Qutput Impact
$5916,700 x  0.303486 = $1,795,636

Direct Qutput Impact x Induced Effect Multiplier = Induced Output Impact
$£3916.700 x  0.280588 = $1.660.155

Direct Output Impact + Indirect Qutput Impact + Induced Output Impact = Total Output Impact
$£5.916,700 + $1,795.636 + £1,660.155 = $9,372.491

Thus it is estimated that a 100 multi-family unit residential construction project in Mecklenburg
County will increase vear 2000 county output by §9,372.491.

2. Employment Impacts. This increasing output will be accompanied by an increase in
county emplovment. Again. IMPLAN provides direct, indirect. and induced employment
multipliers per million dollars of output. For Mecklenburg County these employment multipliers
per million dollars of output for New Residential Construction are:
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Employment Multiplier x  (Output Impact/1.000,000) = Emplovment Impact

Direct 10.9546 X 5.916070 million = 63 jobs
Indirect 42126 X 1.795636 million = 22 jobs
Induced 3.5260 X 1.660155 million = _21 jobs

It

Total Employment Impact 108 jobs

Thus it is estimated that a 100 multi-family unit residential construction project in Mecklenburg
County will increase year 2000 county employment by a total of 108 jobs. Table 2 gives a
breakdown of the sectors where these 108 jobs are expected to be created. Again the major
impact is on the construction industry itself where the estimate is that 65 jobs will be created.

TABLE 2
MECKLENBURG COUNTY
JOB IMPACTS BY INDUSTRY SECTOR
Per 100 Multi Residential Units; Construction Phase

IMPLAN Industry Sector Number of Jobs
New Residential Construction 65
Miscellaneous Retail 5
Food Stores 4
Wholesale Trade 3
Eating and Drinking Establishments 2
Automotive Dealers and Service Stations 2
General Merchandise Stores 2
Motor Freight Transport and Warehousing 2
Al Others 23
Total Jobs Impact-Coenstruction Phase 108 Jobs

3. Local Tax Revenue Impacts. There will be a large amount of local tax revenue
generated by the construction of 100 multi-ftamily units in Mecklenburg County. These revenues
are tied to the construction phase and are allocated to the fiscal year in which the project is
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completed. (If the project overlaps a fiscal year the local tax revenues indicated would still be
received over an assumed 12 month period that begins with the month in which construction
begins.)

a. Residential Permit and Impact Fees

The average level of residential permit and impact fees per multi-family unit in
Mecklenburg County in 1999 was $1,260 per unit. Thus 100 multi-family units vield direct fees
of:

Residential Permit and Impact Fees =100 x $1,260= $126,000

b. Local Sales and Use Tax

Using IMPLAN and given the level of indirect and induced impacts specified above for
the construction phase it was estimated that North Carolina sales tax would apply to $1,732,706
of new local spending. Using this estimate the county share of sales tax is:

Local Sales Tax Revenue = (Taxable Expenditures x .01) + (Taxable Expenditures x .01 x
county population/state population)

Local Sales Tax Revenue = ($1,732,706 x .01) + ($1.732,706 x .01 x (624.527 / 7545828))
=§17.742.78

¢. Property Tax Revenue

A limited amount of direct property tax will be generated during the construction phase of
building 100 multi-family units. Using the same approach specified above for single family home
construction:

Direct Property Tax Revenue = {(Net Sales Value of 100 Multi-Family Units) x 0. ’73 X
{Weighted Average Tax Rate per $100)) /100

Direct Property Tax Revenue = (35.916.706 x 0.25 x 1.106141) /100
=$16.387.40

In addition to the direct property tax revenue. the indirect and induced output impacts will
generate personal income which in turn will result in an increase in real property to which the
local property tax rate will apply. From IMPLAN it was determined that the local multiplier for
indirect and induced personal income is 226999, Then Spinoff Property Tax Revenue was

calculated as:
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Spinoff Property Tax Revenue = ((Net Sales Value of 100 Multi-Family Units) x (Indirect
and Induced Personal Income Multiplier) x (Ratio of Real Property to Personal Income) x
(Weighted Average Tax Rate per $100)) /100

Spinoff Property Tax Revenue = (($591670000) x (.226999) x ($1.93) x (1.106141}) /100
= $28.687.28

Additionally there will be personal property tax revenue arising from the indirect and
induced impacts of the construction phase. IMPLAN provides the indirect and induced personal
income multiplier and the ratio of personal property to personal income is the same ratio
calculated earlier for single family construction.

~ Personal Property Tax Revenue = (Net Sales Value of 100 Multi-Family Units) x
{Indirect and Induced Personal Income Multiplier) x (Ratio of Personal Property to Personal
Income) x (Weighted Average Tax Rate per $100)) /100

Personal Property Tax Revenue = (($5,916,700) x (.226999) x ($.455) x (1.106141}) /100
=$6.759.61

Total focal property tax revenue for the construction of 100 multi-family units is then the sum of
direct property tax revenue, spinoff property tax revenue, and personal property tax revenue:

Direct Property Tax Revenue $ 16,387.40
Spinoff Property Tax Revenue 28.687.28
Personal Property Tax Revenue 6.759.61
Total Local Property Tax Revenue = $51,834.29

d. Utility Excise Tax

The IMPLAN model for the construction phase indicates an increase in expenditures for
these services of $11,477. The local utility tax revenue is then generated using the proportion of

total county population living in municipalities.

Utility Excise Tax Revenue = (Taxable Expenditures) x (Utility Excise Tax Rate) x
(Proportion of County Population in Municipalities)

Utilitv Excise Tax Revenue = ($11.477) x .0309 x .9442
=§ 22342

¢. Excise Stamp Tax on Conveyances



Again, North Carolina levies a conveyance tax of $1 per $500 of property value and balf
the revenue goes to the local government. This tax is levied on the full selling price including land
value. Thus for the 100 multi-family units this tax is:

Excise Stamp Tax Revenue = ((Total Sales Value of 100 Multi-Family Units) x
($1/$500) x .5)

Excise Stamp Tax Revenue = ({$6,500,000) x ($1/8500) x .5)
= $6,500

The total of amount of local tax revenue generated by the construction of 100 multi-family units
in Mecklenburg County is then estimated to be the sum of:

Residential Permit and Impact Fees =$126.000.00
Local Sales Tax Revenue = 17,742.78
Total Local Property Tax Revenue = 51,834.29
Utility Excise Tax Revenue = 223.42
Excise Stamp Tax Revenue = _5.850.00
Total Local Tax Revenue-Construction Phase =$202.300.49

4. Local Public Cost Impacts. During the multi-family unit residential construction
phase the increase in local public sector costs in the areas of inspection costs and public safety
costs are estimated using the same approach specitied for single family home construction.

a. Inspection Costs

Total Inspection Costs = (Net Sales Value of 100 Multi-Family Units) x { Inspection Cost
per Dollar of Residential Construction)

Total Inspection Costs = ($5,916,700) x (0.005645) = $30,202.06
b. Public Safety Costs

Again it was assumed that multi-family unit residential construction takes an average of six
months to complete and that the units are started at an even rate during the year. This lead to the
conclusion that during the vear of construction 25% of the net sales value of 100 units will be on
the county tax rotls. Total public safety costs were then estimated as:

Total Public Safety Costs = ((Net Sales Value of 100 Multi-Family Units) x 0.25 x (Public
Safety Expenditures per Dollar of Assessed Value))

Total Public Safety Costs = ($5,916.700) x 0.25 x (.005971) = $8.832.42
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Total local public sector costs are the sum of total inspection costs and total public safety costs.

Total Inspection Costs =$30.202.06
Total Public Safety Costs ' = 883242
Total Local Public Sector Costs-Construction Phase =$39,034.48

Once construction is completed there are a set of ongoing economic impacts that are tied to the
economic activity of 100 new households in the county. The following section provides estimates
of these ongoing impacts.

B. Annual Occupancy Phase Impacts

1. Qutput Impacts. As noted earlier the annual occupancy phase of the economic impact
of residential construction is based on the assumption that in the absence of new residential
construction population would flow to the other counties in the MSA. In this study the
assumption is made that the 100 new muiti-family units will be occupied by residents new to the
county. The median household income of Mecklenburg County renters was estimated to be
$41,170.%

Given this median household income level the 100 new households will have a combined
household income of $4,117,000 (341,170 x 100). This level of household income will be
reduced by the percentage of household income paid in federal and state taxes, Social Security
taxes, and pension contributions to determine the amount of income available to be spent within
the county. As noted earlier The Consumer Expenditure Survey indicates that these leakages
from household income total 19.91%. This means the median household income level of the 100
new households should be adjusted downward to $3.330,677 (80.09% x $34.117,000). The
IMPLAN output multipliers for the adjusted household income are then used to estimate the
ongoing impact of the 100 new multi-family units on the level of county output.

Type of IMPLAN Adjusted Household Estimated Output
[mpact Output Multiplier [ncome Impact

Direct 0.3756 $3.330.677 $1.9160998
Indirect 0.1336 $3.330.,677 § 445,138
Induced 0.1824 $3.330,677 | S 607.599
Total 0.8016 $£3.330.677 §2,969.734

The ongoing impact of building a new 100 multi-family unit residential project is to increase
county output by $2,969.734 per vear.

[
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2. Employment Impacts. Using the IMPLAN employment multipliers (per million
dollars of output) this level of increased output will support the following number of new jobs in
the county:

Emplovment Multiplier x  (Qutput Impact/1.000,000) = Employment Impact

Direct 7.6840 X 2.969734 million = 25]jobs
Indirect 1.4000 X 2.969734 million = 4 jobs
Induced 2.2869 X 2.969734 million = 8 jobs

i

Total Employment Impact 37 jobs

Thus it is estimated that the ongoing employment impact of a new 100 multi-family unit
residential project occupied by new residents to Mecklenburg County will be to increase county
employment by a total of 37 jobs. The distribution of these jobs would again be assumed to
reflect the overall county employment pattern.

3. Local Tax Revenue Impacts. Like the construction phase there will be significant
local revenue impacts during the occupancy phase. These revenue impacts are estimated using
the approach developed above for single family home construction.

a. Local Sales and Use Tax

Using IMPLAN and given the level of direct household income and the indirect and
induced impacts specified above for the ongoing phase it was estimated that North Carolina sales
tax would apply to $1,218,638 of new local spending. Using this estimate the county share of
sales tax 1s:

Local Sales Tax Revenue = (Taxable Expenditures x .01) + (Taxable Expenditures x .01 x
county population/state population)

Local Sales Tax Revenue = ($1.218,638 x .01} + (31,218,638 x .01 x (624,527 / 7545828))
=$12.478.76

b. Property Tax Revenue
Direct property tax will apply to the net sales value of the 100 multi-family units.

Combining this value and the weighted average tax rate on real property identified earlier leads to
the estimated direct property tax revenue:



Direct Property Tax Revenue = ((Net Sales Value of 100 Multi-Family Units) x
{Weighted Average Tax Rate per $100)) /100

Direct Property Tax Revenue = ($5,916.700 x 1.106141) /100
= $65.549.58

The spinoff property tax was estimated using the same approach specified for the
construction phase. From IMPLAN it was determined that the local multiplier for indirect and
induced personal income is .117111. Then Spinoff Property Tax Revenue could be calculated as:

Spinoff Property Tax Revenue = ((Total Personal Income of 100 New Households) x
(Indirect and Induced Personal Income Multiplier) x ((Ratio of Real Property to Personal Income)
x {Weighted Average Tax Rate per $100)) /100

Spinoff Property Tax Revenue = {($3,552,103) x (.117111) x ($1.93) x (1.106141)) /100
’ = $8.885.24

There wil! be personal property tax revenue arising from the direct, indirect, and induced
impacts of the oceupancy phase. The direct personal property tax was again estimated using the
estimated total personal income of the 100 new multi-family unit households and the ratio of
personal property to personal income. IMPLAN provides the indirect and induced personal
income multiplier for the occupancy phase.

Personal Property Tax Revenue = {{Total Personal Income of 100 New Households) +
(Net Sales Value of 100 New Homes) x (Indirect and Induced Personal Income Multiplier)) x
(Ratio of Personal Property to Personal Income} x (Weighted Average Tax Rate per $100)) /100

Personal Property Tax Revenue = (($3,552.103) + ($5.916.700) x (.117111)) x ($.455) x
(1.106141)) /100 = $17,539.15

Total local property tax revenue for the construction of 100 single family homes is then the sum
of direct property tax revenue, spinoff property tax revenue, and personal property tax revenue:

Direct Property Tax Revenue $65,549.58
Spinoff Property Tax Revenue 8.885.24
Personal Property Tax Revenue 17,539.15
Total Local Property Tax Revenue $91.973.97

c. Utility Excise Tax

The state tax rate of 3.09% is assigned to expenditures on gas. power, light. and telephone
service and distributed to the municipalities in which the expenditure was made. The IMPLAN
model for the occupancy phase indicates an increase in expenditures for these services of $25.572.

2
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The {ocal utility tax revenue is then generated using the proportion of total county population
living in municipalities.

Utility Excise Tax Revenue = (Taxable Expenditures) x (Utility Excise Tax Rate) x
(Proportion of County Population in Municipalities}

Utility Excise Tax Revenue = ($25,572) x .0309 x .9442 = $497 81
d. Other Revenue

There are a number of intergovernmental transfers that are based on population that will
be an ongoing source of revenue for local government based on the 100 new households." This
revenue was estimated as:

Total Other Revenue = (Other Intergovernmental Transfers per Person) x (Average
Household Size) x 100

Total Other Revenue = ($18.80) x 2.31 x 100 = $4.342.54

The total of amount of local tax revenue generated by the ongoing occupancy of 100 multi-family
units in Mecklenburg County is then estimated to be the sum of:

Local Sales Tax Revenue =$12,478.76
Total Local Property Tax Revenue = 91.973.97
Utility Excise Tax Revenue ~ = 497 81
Total Other Revenue = __4,342.54
Total Local Tax Revenue-Occupancy Phase ~ =8109,253.08

4. Local Public Cost Impacts. During the ongoing occupancy phase of 100 multi-
family units the increase in local public sector costs will include local school costs, local highway
expenditures, water and sewer capital construction costs, and other local operating costs
(including public safety costs).

a. Local Public School Costs

Again, the 1999 per pupil contribution in Meckienburg County was $1.918. The number
of public school students per household was calculated using 1999 public school enrollment data
and an average houschold size for the multi-family units of 2.31. The ongoing impact on this
education expenditure of 100 new multi-family units was estimated as:

Total Local School Operating Costs = (Local Public Contribution per Pupil} x (Number of
Public School Students per Household) x 100



Total Local School Operating Costs = $1,918 x .359638 x 100 = $68,978.16

There will also be local capital expenditares on public schools. This estimate was made using the
flve vear average of school construction costs per public school student in the county and the
number of public school students per household for renters in Mecklenburg County.

Total School Capital Construction Costs = (Five Year Average of School Construction
Costs per Public School Student) x (State Average % of Local Contribution to School Capital
Construction Costs) x (Number of Public School Students per Household) x 100
Total School Capital Construction Costs = $1,115.29 x .3367 x .359638 x 100 = §21.486.96

Total public school costs for 100 new multi-family units is the sum of estimated operating and
construction costs.

Total Local School Operating Costs =$68.978.16
Total School Capital Construction Costs = 21.486.96
Total Public School Costs =$90,465.12

b. Net Local Public Highway Costs

Local public highway costs are offset by intergovernmental transfers of public revenue that
are designated for use on local highway costs. The net impact of 100 new households on local
public highway costs were judged to be zero in Mecklenburg County since total 1999 transfers
exceeded total local public highway costs.”

Total Net Local Public Highway Costs ={

c. Local Capital Water and Sewer Costs

Total local capital water and sewer costs were estimated using the same approach
specitied above for single family home construction.

Total Local Capital Water and Sewer Costs = (Per Person Capital Expenditures on Water
~and Sewer) x {Average Household Size of Owner Occupied Residences) X 100

Total Local Capital Water and Sewer Costs = $153.02 x 2.31 x 100 =$35.347.54
d. Other Local Government Operating Costs

Again, these costs were estimated based on 1999 per person total county and local
expenditures on these other costs and expected household size.



Total Other Local Government Operating Costs = (Per Person Total County and
Municipal Expenditures on Other Government Costs) X (Average Household Size of Multi-Family
Unit Residences) X 100
Total Other Local Government Operating Costs = $409.29 x 2.31 x 100 = §94,554.13

Total local public sector costs are the sum of each type of cost estimated above:

Total Local Capital Water and Sewer Costs =§35347.54
Total Net Local Public Highway Costs = 0

Total Public Schoo! Costs = 90,465.12
Total Other Local Government Operating Costs = _94,554.13
Total Local Public Sector Costs-Occupancy Phase =$370.366.75 -

C. Summary

The economic impact of constructing 100 new multi residential units valued at an average
selling price of $65,000 in Mecklenburg County is estimated to have a major impact on the local
economy. These estimated impacts were divided into impacts during the construction phase and
impacts resulting from ongoing occupancy of the 100 new residential units. The following
impacts were estimated:

Economic Impacts During the Construction Phase

. Increase County Output by $9,372.491

v Increase County Employment by 108 jobs

. Increase Total Local Tax Revenue by $202.300

. Increase Total Local Public Sector Costs by 539,034

Economic Impacts During the Occupancy Phase

. Increase County Output by $2,969,734

. Increase County Employment by 37 jobs

. Increase Total Local Tax Revenue by $109,293

. Increase Total Local Public Sector Costs by $220,367

V. Conclusions and Applications

Residential construction has a significant economic impact on local and regional
economies. This study presents estimates of the economic impact of residential construction on
the local economy of Mecklenburg County, North Carolina. These impacts are measured in terms
of changes in the county’s annual output, employment, tax revenue, and public costs.



The methodology used in this study assumes two residential construction projects are to
be undertaken in Mecklenburg County in the year 2000. The first project involves the
construction, sale, and subsequent occupancy of 100 single family homes. The second project
involves the construction. sale, and occupancy of a 100 multi-family unit development. The
advantage of estimating the economic impacts for 100 unit projects is the ease of adjusting the
estimates to fit newly announced or proposed residential developments in the county.

The following estimates were made for each phase of impacts:
Construction Phase Impacts:

100 New Single Family Homes are estimated to:
. Increase County Qutput by $27,144,217

. Increase County Employment by 314 jobs
. Increase Total Local Tax Revenue by $377,656
. Increase Total Local Public Sector Costs by $113,058

100 New Multi-Family Units are estimated to:
. Increase County Output by $9,372,491

. Increase County Employment by 108 jobs
. Increase Total Local Tax Revenue by $202.300
. Increase Total Local Public Sector Costs by $39,034

Ongoing Occupancy Phase Impacts:

100 New Single Family Homes are estimated to:

. Increase County Output by $5,675,027

. Increase County Employment by 72 jobs

. Increase Total Local Tax Revenue by $297,806

. increase Total Local Public Sector Costs by $227.045

100 New Multi-Family Units are estimated to:

) Increase County OQutput by $2,969,734

. Increase County Employment by 37 jobs

. Increase Total Local Tax Revenue by $109.293

. Increase Total Local Public Sector Costs by $220.367

During the Construction phase both single family and multi family construction provide a
one-year net positive source of revenue for county and local government. The increase in local
revenue is $377.656 per 100 single family homes, while the increase in local public sector costs is
$113,058. This produces a net positive source of revenue of $568.426 for one year. The
constuction phase of the multi family units provides a one-year net positive source of revenue of
$163.,266 for county and local government.



During the ongoing occupancy phase the single family homes provide a net revenue stream
for county and local government. The increase in local revenue is $297,806 per 100 units, while
the increase in local public sector costs 1s $227.045 per 100 units. This produces a net positive
revenue stream of $70,761 per 100 units. The multi-family unit ongoing revenue impacts produce
a net negative revenue stream of $111,074 per 100 units. From a public policy stand point these
two revenue streams should be veiwed jointly. It would be incorrect to conclude that because
single family homes produce a net positive ongoing revenue stream while the multi-family units
produce a net negative ongoing net revenue stream, that public policy should promote single
family home development and discourage multi-family unit development.

Public policy should provide a range of housing alternatives for residents. In Mecklenburg
County the 1999 positive net revenue stream for single family houses is .63 times the size of the
negative net revenue stream for multi-family units. As long as Mecklenburg County continues to
build significantly more single family homes than multi-family units then the overall ongoing net
revenue stream from residential construction wiil be positive.

Estimates for any size project can be readily made simply by making the appropriate
proportional adjustment. For example if a new development of 255 single family homes was
announced the estimated impact would be 2.35 (or 255.0%) times the estimated impacts of the
100 single family home development found in this study. The impacts of a smaller project with
for example 65 multi-family units would be estimated by multiplying the multi-family unit impacts
provided in this study by .65 {or 65%). The results presented in this study are intended to help
measure the economic impact of residential construction on the economy of Mecklenburg County.
The broader impacts of local residential construction on the MSA and State economy would be
greater than those provided for the county alone.
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Endnotes
1. North Carolina Department of Commerce, Economic Policy and Research Division.

2. Direct impacts are those that result from activity on the construction site and are attributable
to the construction activity. Indirect impacts are off-site activities that are attributable to the
construction activity. Induced impacts result from respending in the county derived from the
direct and indirect impacts.

3. IMPLAN Professional, Minnesota IMPLAN Group, Inc., Stillwater, Minnesota, 1997.

4. The Metro Area Impact of Home Building in Mecklenburg County, North Carolina, Prepared
by the Housing Policy Department, National Association of Home Builders, Washington, DC,

March 2000.

5. All employment multipliers were adjusted in this study to reflect the inflation indicated in the
CPIL-U for 1999 versus the CPI-U in 1995 {the IMPLAN employment multipliers are based on
outputs measured in 1995 dollars).

6. The Metro Area Impact of Home Building in Mecklenburg County, North Carolina, Prepared
by the Housing Policy Department, National Association of Home Builders, Washington, DC,

March 2000.

7. The Net Sales Value of the 100 homes subtracts the average land value on which the houses
are built since that land value existed on the tax rolls before construction began.

8. Total inspection costs for the county and municipalities were allocated 60% to residential
construction and 40% to commercial construction. The inspection cost per dollar of

residential construction was calculated based on the total dollar value of single family home and
multi-family unit construction in 1999. These values were found in The Metro Area Impact of
Home Building in Mecklenburg County referenced earlier.

9. Total public safety costs for 1999 for the county and each municipality were data available
from the Annual Financial Information Reports available from the North Carolina Department of
State Treasurer. Total Assessed Value was adjusted to 1999 prices using CPI-U.

10. Note that the argument that there will be an ongoing economic impact of residential -
construction on a given county does not extend to the MSA as a whole. Since commuting
patterns are clearly reflected in the composition ot an MSA, a person with a job anywhere in the
MSA will almost certainly live within the MSA. That individual or household’s economic impact
is in fact tied to the firm and industry in which they work or derive their income. not to where
they live within the MSA. For a given county, however. residential construction will hold some



ongoing economic impacts reflecting the portion of household income that is spent in that county
that would otherwise be spent somewhere else in the MSA.

1. This assumption also reflects the expectation that if current county residents move into the
new homes the vacancies left by this move will be filled by residents new to the county.

12. This median income estimate is based on the 1999 median household income in the county
and the ratio of the county median household income of homeowners in the 1990 Census to the
overall county median household income in the 1990 Census.

13. The other intergovernmental transfers for 1999 were found in the Annual Financial
Information Reports available from the North Carolina Department of State Treasurer.
Household size for owner occupied households for the county was found in the 1990 Census.

14. The calculation made by dividing the number of public school children in Mecklenburg
County in 1999 by the number of Mecklenburg households based on 1999 population and 1990
average household size for single family homes.

15, Average five year public school construction costs per pupil for the county was obtainedfrom
the Annual Financial Information Reports available from the North Carolina Department of State

Treasurer.

16. This value was found in the Annual Financial Information Reports available from the North
Carolina Department of State Treasurer.

17. These values were found in the Annual Financial Information Reports available from the
North Carolina Department of State Treasurer.

18. These capital water and sewer expenditures were found in the Annual Financial Information
Reports available from the North Carolina Department of State Treasurer. The total expenditure
was then divided by the county population to arrive at the per person value.

19. These other government expenditures were found in the Annual Financial Information
Reports available from the North Carolina Department of State Treasurer. The total expenditure
was then divided by the county population to arrive at the per person value. ~

20. The Metro Area Impact of Home Building in Mecklenburg County, North Carolina, Prepared
by the Housing Policy Department, National Association of Home Builders, Washington, DC,
March 2000.

21. This median income estimate is based on the 1999 median household income in the county
and the ratio of the county median household income of renters in the 1990 Census to the overall
county median household income in the 1990 Census, '
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