e MARKET FORECAST

Time to Examine “Smart Growth,”

“Smart Taxes”

[ S,

- Washington counties. These are .

At this year’s annual Business Forecast
Luncheon hosted by the University of -

_ Arkansas Center for Business and Eco-

nomic Research, Director Jeﬂ' Col]ms

thiat between the years 1995 and °

2005, 66,236 new jobs, repre-
senting 62 percent of all the
employment growth in Arkansas,
were created in Benton and

remarkable statistics. These fig- |8
ures demonstrate not only the |
amount of growth in this region
but also the relative impact to the
rest of Arkansas. :

Many in Northwest Arkansas
greet news of more growth with

Paul
much. elation. Others are not so Justus

sure. A businesswoman- at the

luncheor expressed her reserve- AnalySis

tions about all this gmwth She

- said Northwest Arkansas is cer- .

tainly a much different place than
when she and her husband started
their business in the early 1970s. Not a]l of

it, in her opinion, was for the better:
" As Northwest Arkansas continues. to. |

“Tgrow In population Ad eCONOMIC. de“él‘:“;

opment, some might ask the question, “Is-

- all. this' growth . good or bad for the
regmn"” From an economist’s point of |
view, it would be more useful or produc- |

tive to ask this qugstion in a different way.

We might ask, instead, “What are the costs
and benefits of growth?” We should also
ask, “How can we réduce the costs and

increase the benefits?”

Growth in Northwest Arkansas and in ;
all economies, indeed, provides many ~
benefits. Some of the benefits often men-
‘tioned include the rise of new jobs, new !
income, mew tax reveme, and higher |

W Growth also provides -
additional choices pertaining to life and
work, lowers the cost of goods and ser-
vices, and provides more consumer choic-
es, employment options, and social diver-
sity. Economic growth adds to our “quah-
ty-of-life” in many ways,

However, too much of a good thing can
turn counterproductive. Some of the costs
of growth include the cost of new public
infrastructore; the. cost of more public ser-

-vices (such as fire and police protection);-

" the loss of natural landscapes, habitats and

ecological services; increases in land, air,
and water pollution; and increased traffic
congestion. In this column, I previously

- reported that the updated Northwest

Arkansas Long Range Transportation
Planning process has identified nearly $2
billion in transportation needs but projects
less than $500 million in identifiable fund-
ing levels. Without the proposed road .
infrastructure, Northwest Arkansas resi-

. dents can expect to pay more in terms of

traffic congestion cosis.

' W&M'ornntdaehe&'vesth@tthe
costs of growth are beginning to exceed

_ the  benefits, human population growth

will continue in the foresecable future.

"According’ to population expert Joel E.

Cohen in an article in the
‘September issue of Scientific
American, our world popula-
tion will grow from the cur-
rent 6.5 billion to between
7.1 billion to 11.1 billion by
the year 2050. Most of this

popuimenm‘*ﬂtake,
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tries. Due to lower fertility

rates, especially as develop-:
ing countries industrialize, '

coun- |

mof_SmtTﬂ&helievethaf

we tax the wrong things. Instead of taxing
paychecks and enterprise, which dampens
productivity and human effort, we should

growth rates are declining. be taxing things like pollution, resource. -
" However, to put things into “depletion and even traffic congestion. A

perspective, an. anticipated,

i
1

amart tax system would gradually reduce -

increase of 2.6 billion people ! or- eliminate many existing taxes such as
by the year 2050 will exceed | ~ payroll, sales and building property taxes,

the total’ population of the |

- world in 1950, which was 2.5
billion. - ‘ N
In a reaction to rapid growth and asso-

ciated costs, some organizations, includ- |
. il . - O . . 'E

have . endorsed ‘the concept of ‘‘Smart
Growth.” Smart Growth is a planning con-.

cept with varying interpretations of whatit |
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means. However the Eavironmental Pro-
tection Agency provides a list of ten prin- .
ciples that give a good idea of what Smart

Growth stands for. busy roads at busy times.-Such.a charge
Smart Growth Principles include: would hamness market forces to help ease
# Mix land uses. congestion. Research indicates that i

. B Take advantage of compact building.

desigm,

lcmamgeofhmaiﬁgbpporthni-

B Foster distinctive, aitractive commu-

nities with a strong sense of place.

B Preserve open space, farmland, nat-

ural beauty and critical environmental
areas _

- towards existing comsmunities.

M Provide a variety of transgoﬁétion

choices.

W Make development decisions pre-

dictable, fair and cost effective. |

B Encourage community and stake-

@ ‘Strengthen and direct development ;-

holder collaboration in development deci-

sions.

- Smart Growth advocates support devel- |
opment patterns that will reduce the costs
and increase the benefits of growth. Smart
Growth advocates, in.order to implement :
their concepts, usually resort to tools such

as legislative actions,

design standards

and city ordinances. However, some peo-
ple propose that Smart Growth advocates .
adopt other types of tools that harness eco- !

nomic forces to reduce the -costs of

|

;F_poa.. k Myw&*zf; taxes oﬂ;?hm
yate income, basiness activity, and the per-

which are hard on the middle-class and ;

sonal income tax. Instead, it would gradu-
ally phase in taxes or fees on pollution,
carbon emission and resource CONsUIMp-
tion. ‘ '

one form of “Smart Taxing.” To ease traf-
fic congestion, some traffic planners pro-
pose that drivers would be charged to use

motorists respond by driving at nonpeak .
periods, carpooling or taking transit. This -
response improves fraffic flow and travel
time. In -addition, cities need less new
infrastructure because the number of dri- -
vers is spread more evenly throughout the

save money. .

~ Smart Tax advocates suggest a variety
of ways to shift taxes off things we want
and onto things we don’t want. In order -
to meet the needs of the projected
growth in Northwest Arkansas and

“around the world, it would not be wise .
for.-governments£o _coniigpue taxing |
human effort or production. However,
by charging fees for pollution and
resource - depletion, we would -see
increased production of resource con-.

serving technologies and products. It

may be a long while before Northwest
Arkansas begins to see 2 systematic
implementation of “Smart Tax Shifting”
as with congestion, pricing. However,
given past growth figures, future projec-
tions, and limited funding, it may not be
t00 soosi to begin a discussion. M '

Congestion pricing might be considered |

day. With less need for roads, tagpayers. = :

. growth. Such tools, which would involve .
use of natweal resoisrees, could be calied
“Smart Taxes.” o



