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1) The U.S. Supreme Court in Nollan in 1987 required 1) that a connection be

established between new development and the new or expanded facilities

required to accommodate such development, 2) Identification of the cost of those

new or expanded facilities needed to accommodate new development, 3)

Appropriate apportionment of that cost to new development in relation to

benefits it reasonably receives, 4) All fee revenues must be spent within a

reasonable period of time and in proximity to the fee-paying development, 5) All

revenues from such fees should be earmarked for the newly induced capital

improvements necessitated by the new developments.

2) The existing literature has argued that development impact fees decrease social

welfare by increasing the price of both new and old houses, which is also



expected to worsen housing affordability for low-income households. But the

recent studies (Yinger, 1998, Brueckner 1997, Young-sung Lee, 2001) show that

the increase in the housing price following development impact fees, however,

reflect enhanced amenity by properly provided infrastructure and the correction

of economic distortions of property taxation. Existing homeowners realize a

capital gain because the decrease in the property tax rate is capitalized to

increase the existing housing price. Furthermore enhanced amenities, proper

infrastructure, and corrections of economic distortions resulting from property

taxation are likely eventually to increase the housing supply under development

impact fees. This view also agrees with Gyourko (1991). In his model the fees

transfer to established residents some of the consumer surplus that low-income

households gain from living in the community to established residents.

Compared with the situation without the fees, both groups are made better off

and more low-income housing is provided.

3) Although few local governments adopted developmemnt impact fees before 1970s,

the most recent survey in the U.S. reports about 60% of cities and 40% of

counties charge the fees (U.S. General Accounting Office. 2000). Furthermore

more countries seem now to depend more on development impact fees although

their motivations and planning contexts are different. Planning gain, a U.K.-type

development impact fee, has played more role in the U.K. since the 1970s.

Canada also has applied development impact fees to new development.
















