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ABSTRACT

This study describes the transformztion of 1,275 acres of Peansylvania
farmland inc a 1,600-lot second homesite subdivision with a 270-acre leke.
The study estimates that the first $7 million of development activities at Lake
Latonka could generate $1k million of business activity before 1970, with less
than 40 percent of the tolal aceruing o local businessmen. Financing of de-
velopment activiiies is expected to have a significant iemact cn the local area.
Variatle use and special use expenditures of homesite buyers and their guests
generated $2.6 to $6.7 million of economic activity durirg 1965-70, with half
of this iotal aceruing to local businessmen. After 1970, however, use expend-
ifures are expected to generate £0.5 to $1 million enmuslly. Maintenance
expenditures, initially smell, will produce $0.3 to $0.6 million of gross
tusiness aciivily annually by 1975. The report alsg discusses the new communi-
ty°s impact on rezsl estate taxes and demand for public services from 2@joining

conrminities.

Xey VWords: Economic impacts, Second homes, Vacation properties, New towns,
Outdoor recreation, Resource development, Residential subdivisions,

Pennsylvania.

The photo on the cover is not one of Lake Latonka, but is typical of such
communities.




PREFACE

Tnis study, @ part of the Penn Soil Resource Conservation and Development
(RC&D) Progrem of the 7.S. Deperiment of Agriculture, was performed in accord-
ance with a Memorandum of Understanding between the Economic Research Service
and the Soil Conservation Service. The study’s findings should be useful to
citizens, civiec groups, and local govermment officizls in other arezs in which
second-home communities or other residential developments are being planned or
ere underwey. Freguenily, information on costs and probable econcmic effecis
of such developments is lacking in the planning phase.

The study would not bave been possible without the generous cooperation
end sponsorship of the Pern Scil RC&D Executive Cozmittee and many other Dublice
officials and private citizens of Mercer County, Pa., who gave so freely of

their time.

Washington, D.C. 20250 November 1970
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SULARY

Trensorzing 1,275 acres of cropland and pestureland into a second-home recreation
eoemunity trovght added income to local businesses, a rise in tax revenues, and 1little
or no change in the demand for government services., The Iake Latonka, Pa., development
-~g 270-8cre lake and 1,600-loi recreation subdivision--was begun in 196L and sold out
in 1

The study of the development was performed by the Economic Research Service to
deterxine the new community‘s privete and public economic impacts and to serve as a
guide for evaluating other similar develovments. The time frame for {the analysis
began in 1924 and ended in 1970.

Developrent expenses of nearly $7 million--$0.5 million for site acquisition, 52
zillion for site preparstion, $3 million for home construction, and $1.5 million for
management and prormotion activities--are expected to yield about $1k million in gross
business activiiy during 1965-70. The loeal portion of this impaet probably will not
exceed 3k miillion.

Through 1970, an estimated $2.9 million will be spent by lot owners on use
eetivities--30.8 milijon for reereation equipment, $0.5 million for home furnishings,
and $1.# nillion for variatle use expenses. These expenditures mey generate $5.8
million of tusiness activiity, of which $2.5 to $3 million will acerue to the loeal
area.

Finaveing of development activiiies will produce an estimated $0.7 million or
more in interest ineome through 1970, but less than $0.5 million will accrue %o loca.l
lenders. From 195¢ tc 1968, financing activities drained the local stock of loansble
funds by as much as $1.5 miliion to $2 million, bui these stocks are being veplenished
as the notfes and morigages are repaid.

Tre gross economic impaet generated by maintenance expenditures will probably be
winiral through 1970--about $1 million, with the local RCE&D area receiving about half.
Hewever, by 1975, maintenance expenditures mey inerease to $0.3 million armually,
generating atout $0.6 million of business activity asnnually.

By 1970, “he lake Latonka development will have added about $1.8 miliion to the
real estate tax tase of Mercer Counvy, increasing tax collections $0.1 to $0.2 million
anmially, tasel on 1965 tax rates. This expected rise in tax revenues should more than
offset the cost of any additional serviees that the new community may demand from loecal

taxing districts.

Zehool enrollment data indicate that existing school facilities in communities
adjeining Zake Latonka will be sufficient to meet the needs of school age children
~hrough 1975. However, by 1975 or 1980, the demand for educational and other public
services--not researched in this study--could pose a protlem for adjacent communities
if the Latonka community fails to provide for ifts own needs.

The Lake Latonka development displaced very little economic activity, since much
of the si‘e--prior to teing acquired by the development company--was pelng used pri-
ﬂarily for agriculiural purposes, yielding less than $2,000 of tax revenues anmually
from & tax assessment of less than $30,000. Furthermore, the development probably had
1ittle or no effect on the value of agricultural output in the loeal area, since
similer idle land resources are nearby.
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ECONOMIC TMPACT OF SECOND-HOME COMMUNITIES:
A Case Study of Lake Latonka, Pa.

by

Richard N. Brown, Jr., Agricultural Bconomist
Natural Rescurce Economics Pivision
Bconomic Research Service

INTRODUCTION

Many planners, civic leaders, and private citlzens recognize that natural
resource development can have a significant impact on the economy of an area.
They also recogunize that development activities consume time and resources.
Therefore, hefore civic leaders and businessmen commit cepital to a proposed
project, they usually want to know the following: First, whet will the proposed
project cost; second, what impact will the proposed project have on them; and
third, what impact will it have on the local economy?

In 1964, the Executive Commitiee of the new Penn Soil Resource
Conservation and Development (RC&D) Project wanted to know what Public and
private impacts could be expected from the development of new second-~home
comamunities. ;/ This information was needed to improve plans for similar
developments in the Penn Soil RC&D area. Since its search for the information
met with little success, the RC&D Executive Commitiee decided to sponsor a
special study to obtain the necessary information.

This report rresents some of the findings of the special study plus a
comprehensive analysis of the economic lmpacts generated by one of the many new
second-home communities in the Northeast (8) (9). 2/ The primary objectives of
the analysis were to: (1) deseribe how a second-home community was developed
and Financed; (2) identify and estimate the economic impacts generated by
development activity expenditures; and (3) identify and estimate the economic
impacts generated by the expenditures of those who own and use the Lake Latonka
site. Some impacts were examined only briefly, but the most significant ones
have been identified and are recorded herein.

1/ The Penn Soil RC&D Project is sponsored by the Directors of the Soil
and Water Conservation Districts and the Boards of County Commissioners lIn
Crawford, Mercer, and Venango Counties, Pa. Brie County was added to the proj-
ect in 1970 after this analysis was completed. The Etecutive Committee is
composed of one representative for each sponsor plus one representative-at-
large from each county. All representatives are appointed by the sponsors.

2/ Underscored numbers in parentheses refer to items in the Literature

Cited.
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Background of the Development

Late in 1964, a nonresident development company purchased options on a
1- by 2-mile strip of rural real estate along the banks of Coolspring Creek in
Mercer County, Pa. The bottomland along the stream was wet and sweampy, and the
uplands were mostly open fields with some trees and brush. Although most of
the site could have been used for agricullural purposes, part of it was idle

when the developer bought it.

Apout half the site is located in Coolspring Township and the rest in
Jackson TownshiP. Coolspring Township lies within the boundaries of Mercer Area
School District, but Jackson Township is located, in the Lakeview Distriet. Both
townships, however, are in Mercer County and have limited tax bases.

The location of the development undoubtedly contributed to its growth. The
site is within l% hours® driving time of downtown Pittsburgh and within % hour
of Youngstown, Ohio. It lies 60 miles north of Pittsburgh, 5 miles east of the
Borough of Mercer, and about % mile west of the Mercer Interchange on Interstate

79 (figure 1).

Traditionally, residents of Pittsburgh have traveled through Mercer to
vacation on the 'shores of Lake Erie. The development of Lake Latonka offered
similar facilities with only half the driving time. For some people, this part
of northwestern Pemnsylvania is particularly attractive because it is peaceful,
Picturesque, and relatively unspoiled by urban sprawl.

The site was travnsformed from general crop and livestock farming to
recreational homesite uses with a dam and lake in less than 2 years. Although
negotiations for local financing began in July 196k, the developer did not begin
buying the site until December. Six weeks later, acquisition was completed and
development began. Four months were needed to 1lay ouf the first section of
lots, and another 17 months were needed to complete the sale of 1,535 private
lots developed in the subdivision. An additional 65 lots--designated as common
properties--were not offered to prospective buyers (table 1),

According to Mercer County public records, the developer paid 16 landowners
approximately $500,000 for the site. Twenty-one months later,the subdivision
was owned by approximately 1,300 new owners who paid nearly $ﬁ million for the
homesites and associated privileges.

By the spring of 1967, a few lot owmers had completed new homes and several
more were Planned. At least 250 foundations were estimated to be laid by the
fall of 1970, costing about $% million when completed. A calendar of these and
other significant events occurring during the beginning years of the new commu-

nity is shovm in figure 2,

Conceptual Framework

Two basic types of activities that generate economic impacts were
identified for this study--development and use activities., Acquisition, design,
and construction are examples of development activities. All other pursuits
that people normelly engage in when they use vacation properties were classified

2
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CALENDAR OF EVENTS AT LAKE LATONKA, PA.
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as use activities. The relationships between various sctivities and impacts
are shown in figures 3 and 4.

The impacts were measured by estimating changes in real propverty values
and local tex bases; levels of income, employment, and sales; and the supply of
and demand for public services. The impacts themselves, however, acerued to
different sectors of the nationel, State, and local econcmies, but 21l were
generated--direetly or indirectly--by the expenditures of people yho partici-
pated in the verious activities.

Table 1.-~-Iots, owners, and propérties, Lzke Latonka, Pa.,
by type of property, February i, 1967

Lots Ovmers
Immber Percent Iumber Percent Humber Percent

Froperties

Type of properiy

Single-lot,

single-owner-------3 84l 55 84l 66 8k 73
Multi-lot, :

single-ovmer 1/~---: 533 35 203 15 203 18
Single-lot, :

multi-oWmer--——~-=-z 78 5 178 ik 78 7
Multi-lot, :

mlti-owner----=~—-: 59 5 58 n 27 2

Total 2f----m-mmm-m : 1,524 100 1,283 100 1,152 100

1/ Includes three lots owned by the Latonka Marine Club.

g/ The Lake Latonka subdivision contains 1,600 lots, but on February 1,
1667, the ownership of 11 lots could not be determined, and 65 lots had been
retained as community properties.

Source: Leake Latonka Lot Ovmers' Survey, 1967.

Research Methodology

Th- economic a2nalysis was based on the results of a lot owner svaxvey and
on data from public records and other sources. Economice impacts were estimated
by applying appropriate income multipliers to reported use and develcpment
expenditures.

Questionnaire Survey end Other Data Sources. The results of & mail
questionnaire, sponsored by the RC&D Executive Committee of the Penn Soil RCE&D
project and sent to all Lake Latonka ovmers, provided the prineipal source of
information concerning lot owners' development and use activities, The first
mailing was postmarked February 1, 1967. One followup was made on February 15.

5
14




IMPACTS GENERATED BY DEVELOPMENT ACTIVITIES
AT LAKE LATONKA, PA., 1965-70
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IMPACTS GENERATED BY USE ACTIVITIES
AT LAKE LATONKA, PA., 1965-70
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Out of & mexirum possible total of 1,300 questionnaires, 75% were returnred
ard 717 were usatle. A 60-percent response for lots, Owners, and oroperties
was obtained (tables 2, Al, A2, and A3), providing information on 912 of 1,52%
lots, 774 of 1,283 owners, and €89 of 1,152 properties comprising the community
on February 1, 1967.

These responses, as well as matching data obtained from public records,
were used o estimate respondents' develorment and use exPenditures, Estimates
for the *o*al comrnunitly were derived by proporiional erpansion of the resvondent
sample. Estimales of development and use expenditures were constructed from
date extracted Trom Dublie records and other studies, information wvolunteered
ty local leeders apd businessmen, and special estimates prepared by the Soil
Conservation Service (SCS), Rural Electrification Adminisiration (RER),
feonomie Resesrch Service (ERS)--all of the U.S. Department of Agriculture--and
other advisors to the Penn Soil RCED Executive Committee.

Table 2.--Respondent lots, owners, and preperties, Leke Latonka, Pa.,
by type of Property, February 1, 1967

Tots Ovners 1/ Properties
Lumber Percent Humber Percent Ihumber Percent

Type of property

Single-lo%,

single~ouner------- : 506 56 506 65 506 73
sulti-lot, .
single-oWwner------- . 322 35 120 16 120 18
Single-lo%, ;
multi-owner----- —~—— 50 5 119 15 50 T
Malti-lot, :
milti-ommer-———-——-: L B h 29 4 13 2
Total . o2 100 TTh 100 689 100

1/ Not all owners of multi-owner respondent properties returned quesiion-
naires. However, by definition, if one owner of a multi-owner proveriy
returned a2 completed guestionnaire, the property was classified as a respondent
property. Therefore, since 68 of the 119 ovmers of single-lot, multi-owuner
respondent properties and 23 of the 29 owmners of multi-lot, nulti-owner re-
spondent properties reluarned completed guestionnaires, the total number of
usable questiomnaires returned was 717. The responses on the 717 Question-
naires provided informztion on 712 lots, 774 ovmers, and 689 properties out of
the identified population of 1,524t lots, 1,283 ovmers, and 1,152 properties.

Source: Lake Latonka Lot Oimers’ Survey, 1967.
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Impe~t Analysis. The impacts (discussed in detail in later sections) were
constructed in the following menner. Doller estimates of developrent expendi-
tures, development fipancing arrangemen.s, and use expenditures were construct-
ed first. Then an income multiplier of 1.C to 2.0 was -applied to these numbers
Yeluwes of locel impacts were similarly estimated, based on the proportion of
total expenditures made in the logel area.

The multiplier concept, in its simplest form, is a2 convenient way of
summarizing economic impacts generated by 2 set of expenditures. When an oui-
sider cemes into an area and 5pends $1, the minimm income effeci is usually
£1, even if the recipieni entrepreneur subsequently spends every dollar he
receives ouiside the defined local area. However, if 25 percent of each dollar
earned by the first entreDrencur is subseduently used to make 2 purchase from
2 second local entreDreneur, then the gross income effect for the area is not
$1, but $1.25. Thus, the maltiplier for the later situation is 1.25 and no
more, unless there are some additional secondary or teriiary purchases in the
defined area before & purchase is made outside the area.

Ho attempt was made to measure, directly, the gross income multipliers
associaled with the Lake Latonka development. Recent works in this field (3)
(h) (5) (6) (Q) sugegest that mu1t1D1iers in the range of 1.0 to 2.0 are reason-
able for the types of expenditures exemined in this study. Robert R. Hathan
Associates, in studying the recreation industry, concluded that the local in-
come pmltipliers for all recreation industries for the Fenn Soil RCAD counties
ares Crawford, 2.20; Xercer, 1.87; and Venango, 2.10 (8). They also state
that:

"Yacation homes Dresent a special aspect of recreation. The
oenefits flowing from vacation hone development kave 2 more wide-
spread effect than the benefits from commercial recreation enter-
prisess . . » Unlike cther vacationers, who merely visit the area
briefly, the vacation home owner “ecomes a part of the community,
and pariicipates in its business and political life.” (6, p. 5%

Based on observations and discussions with local businessmen in the
¥Yercer Area, the gross income multipliers for the Lake Latonka development were
estimated to be at least egual to 1.0 and in some instances 2.0 or more. The
effective income multipliers for this study, therefore, were assumed to have a
value of 1.0 to 2.0.

" Since nearly all the lot buyers lived within 100 miles of the development
and many Jf the development and use sxpenditures yere made in the three-county
RCE:D arez, the local portions of the gross economic impacts were assumed to be
proportional to the relative magnitudes of the total expenditures made in ithe
RC&D area. The data for this study revealed ihat aPproximately half the gross
ircome effects generated by the development and use of the Lake Latonka
community would accrue to the RCED area econonyy.

Other measures of the economic impacts, e.g., changes in net income, gross
employment, and net embPloyment, are not systematically included in this report.

= B
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CHARACTERISTICS OF THE DEVELOPMENT

Comnunity Services

During the early years of the develorment, I.ske Latonka had all the
characteristics of a2 second-hamesite compunity with limited service facilities.
A central water system was available at each 1ot but not central sewerage.
Local utilify coxpanies installed gas, electric, and telephone services, and
the developrent company provided rozds and recreation areas. Except for a
restaurant, a2ll other commercial services and facilities must be obtained out-
side the new community.

Land Use

Homesites, streets, undeveloded lots, and the lake ccmprise the principal
land uses in the 1,275-acre development. According to plat maps in the Mercer
County courthouse, only 790 acres were 2ctually subdivided. Another 90 acres,
initially reserved for future development, were sold to @ businessman, who pro-
posed building & golf course and an airport. The remaining area consists of
lake surface (270 acres) and streets (125 acres).

Of the 790 acres subdivided, 680 acres {1,535 lots) were sold for homesites.
The other 110 acres (65 lots) were retained 2s community properties for lake
access, teach, and recreation areas. Seventeen miles of streets provide access
to every lot. The main street around the lake is paved and has a 70-foot
right-of-way. All other roads in the development are graveled. Most side
streets have 50-foot rights-of-way. The lake is 2 miles long and 30 feet deep
at the dam. The 5 miles of shoreline are eqguipped with beach and dock facil-
ities. The waver tank and wells are on community-owned lots.

Pattérns of Oimersnip

Four distinet patterns of ownership were defined for this study (teble 1).
A lot was consildered o be owmed even if' the buyer borrowed part of the pur~
chase price. Morigegors or moneylenders were not counted as owners. A prop-
erty, as defined in this study, is any group of one or more lots ovmed by any
group of one or more puyers.

As of February 1, 1957, the public records showed that 1,283 owmers had
purchased 1,524 lots and combined them into 1,152 properties (table 1). 3/
Yore than half the buyers bought only one lot. One owner bought 11 lots 2nd
another, 10. At the other extreme, nine People wyere listed as the owmers of
one lot.

According to the public records, 90 percent of the lots had been Purchased
by 2n individual, a family, or a corporation. Most lois and properties yere

3/ On February 1, 1967, the populations of lots, owners, and properties
in the Lake Latonka commanity consisted of: 1,535 privately owned lobs, plus
65 community owmed lots, and a lake; 1,163 privately owned properties; and
1,294 individual owners. These estimates are based on the assumption that the
unidentified owmers of 11 lots were single-owners.

10
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controlled ty a "single-owver,” which seemed Lo simplify decisionmaking on home
tuilding end related developmeni plers. Multiple ownership in this development
was not as significani as initially Gysothesized.

Heme Building Flans

Many property owners expressed & high degree of uncertainty regarding
“heir building plans, Before the lot owners' survey was taken, ySDA DPersonnel
kypothesized ‘haei the Octoter 195€ dam break would materially alter owners'
tuilding plans. However, an in-depth analysis of respondents® answers Droved
this hypothesis false. Only a few owners indiceted thet the dem break had
changed their building plans, but many staied thaet the dem break would change
their plans if it were not prompily repaired. Since every effori was made to
restore the daz &s quickly as possible, few owners hed any reason io change
their building plans after the survey was completed.

The uncertainly, therefore, was attiributed to other factors. Omers’
responses in the survey to guestions on use of the lot and plans for building
suggesied ihal most owners hed vague ideas about building when they boughti their
1>¢s. The answers to these guestions revealed that only a few knew ai the itime
of the survey precisely when they would begin building (tables 3 and k).
Ffurthermore, the observed scheduling of home siaris during the first months of
the development suggesied that few owners actually had plans to begin building
during the winter and spring of 19€7 while the dam was being repaired. Hence,
Few owmers with 3definite building plans changed them hecause of the dam break.

Gwmers of apbroximately one-third of the 423 undecided Droperties
respuvnded to the remaining building plan guestions even though they were un-
Jecided about their tuilding schedule {teble 4)., This subgroupr of 148 property
owners zomprised ‘he individuals among the undecideds who were considered to be
the ones most likely to tuild beczuse they volunteered some definite building
plans despite their indecision on timing. Thus, the subgroup of 289 respondent
swners (table 5) and their 275 properties {tadle 6) will be referred to through-
out the remainder of this report as the group most likely to build by 197C.

The survey revealed thait respondent owners would begin building 120 to 240
homes by the end of 1970. Since the respondents represent 60 percent of the
total owrmer populaiion in the Leke Latonka commmity, construction might begin
on 200 to 400 homes before the end of 1970. For the impact analysis Dresented
in this revori, & total of 25C home starts bty the end of 1970 was selected 2s
the most reasonable estimate. The suggested midpoint of the range--300 home
staris--appeared 10 be somewhal overoptimistic because of the incomplete plans
of some respondenis at the time of the survey. Therefore, the estimated number
of starts was reduced to 250,

Initially, it was hoped that a count of building permits or a count of
entries for new homes on local assessment rolls could later be used to verify
the estimates derived from the 1967 data. Unfortunately, building permits were
not reguired in these political jurisdietions and changes in assessing proce-
dures occurred in the fall of 1967. Thus, the proposed verification of the
timing of new home starts could nol be made.
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Teple 3..-Distribution of 689 respondent properties, lake Latonka, Pa., by type of
property and by cwner®s primary reason for purchasing a property, Februury 1, 19671/

Prisary reason :Single-lot,:lﬁiti-lot ,:Single-lot,:l-mti-lot,: All types

for purchasing : single- : single- : piddi- : muddi- of
a property : _cwner I Owper I gduner : owWwner @ properties
D T livmber of properties ----we—coee- Ijuzber Percent
Permanent H
hecesite —-mommeeo : &9 17 3 0 g9 13
Yacation :
hozesite —-me-mmmmm : 216 é3 21 8 308 45
Retirezent - s
hemesite ———mmmm—m: 8 0 0 0 8 1
Recreation :
facilities ——-e---: 209 16 28 1 ihy 21
2n investment —---—--;: 87 20 7 L 118 17
Other reasons -—-----: 2 1l o 0 3 -
Den't knoy v-mmmmeme : 11 2 0 0 i3 2
flo response —-e-e--- : L 1 1 0 6 1
Total —--m---om--- o506 220 50 13 689 200

1f If Gro or mere reasons were given, the reason representing the "highest economic
vse" wes tabulaied as the primary reason. The kighest economic use {permanment home-
site) is 2isted first and the lowest (no response} last.

Source: ZLake Iatonka Lot Cuners® Survey, 1967.

Table k._--Distribution of 689 respondent proverties, Lake Latcnf:a., Pa., by type of
property and by year owners plammed to build, February 1, 1967

Year oWners +Single-lot,:Multi-1ct,: Single-lot,: Multi-lot,: All types
plan to : single- single- : pulfi- : wmdti- of
build owner oWner 1  Odner :  Rmer roperties

[T L]

.
*

Built or building

FL T I T T

on Feb., 1, 1967 -- 35 12 0 i &8 7
By 1970 m-mmmmemmmmm : 63 20 3 2 88 13
By 1975 —m-aammememn : 8 1 0 0 9 1
After 1975 ---r--r--: 1 0 0 0 1 o
Undecided ~-=m-m---v :  3b 65 35 9 h23 61
Don't plan t0 ——--o- : 7 ik 11 0 96 1k
o response —mm—-em-: 1k 8 1 ;] 2k L

Potal ———mmmmwee © 506 120 50 13 689 100

Source: Lake Iatonka Lot Owners® Survey, 1967.
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Table 5.--Distribution of the 289 respondent cumers at Lake Iatonka, Pa., who
are most likely to build by 1970, by type of property and by year they
planned to build, February 1, 1967 1f

Year owners : Single-lot,:Multi-lot,: Single-lot,:Multi-lot,: All types

plan to : single- : single- : wmaddi- : muidi- of
build : owner :_cwWmer :__owWner : _owmer : properties
R Humber of respondent cwners —~—-—==——=w.--
Built or building -
on Feb. 1, 1667 -: 33 12 ) 1 18
By 1970 mmmemmmeeww : 63 20 6 h 93
Probably by :
1970 2/ ——=——-m-: 98 23 19 8 148
Total =--=-z----- 1% 55 25 13 289

1/ Ca February 1, 1907, 428 respondents indicafed they had no plans to
build, 289 indicated they either were building or planned to build before 1970,
and only nine indicated they.did not plan to build until after 1970.

2/ Tnese are the respondents who answered they were undecided as to when
they would begin tuilding, but qualified their statements by answering some
or all of the questions concerning their building and use plans.

Source: Lake Latonka Lot Owners' Survey, 1967.

Table 6.--Distribution of 275 respondent properties, Lake Latonka, Pa., whose
owners are most likely to build by 1970, by type of property and by year
owners planned £o build, February 1, 1967 1

Year owners : Single-lov,:Multi-lot,: Single-lot,:Multi-lot,: All types
plen to : sipgle- : single- : multi- : mulii- of
build : __owner : owmer : _owner : owner : vproperties
{mm e — Humber of respondent properties cerecomean
Built or building o -
on Feb. 1, 1967 -: 35 12 0 1 48
By 1970 ——co-ccmnn—: 63 20 3 2 88
Probably by .
1970 2/ —-—ememm-: 08 23 1h L 139
Total ------- -—--r 196 55 17 7 275

1/ The reraining Ll respondent properties were ovmed by persons who had no
plans to build before 1970, and nine of these indicated they definitely
planned to build after 1970.

g/ These properties belong to the 148 respondents who indicated they had
building plans even though they did not know, as of February 1, 1967, pre—
cisely when they would begin building.

Source: Lake Latonka Lot Owners' Survey, 1957.
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Pa., September 8, 1968

*

Figure 5.--fierial photograph of Lake Latonka
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Another check, however, beceme availsble early in 1969. New aerial
photographs, taken for the Agriculiural Stabilization and Conservation Service
(ASCS), USDA, on September 8, 1968, showed that 1L2 nomes or foundations were
clearly distinguishable at Lake Latonka (figure 5)}). From the random Pattern
of development observed in the community, & few homes could be hidden in the
trees. Therefore, it seemed very likely that 250 homes would be started or
ccmpleted by the fall of 1970.

At the time of the survey, owners of only 136 respondent Properties
reported that they had built, were building, or would definitely build & home
on their Lake Latonka Droperty by 1970. They also reported that they plenned
to build only one home per property, even though some had purchased more than
one lot. These owners indicated that & coantractor would be hired to help with
the construction of 60 to 80 percent of the homes (table 7). However, only 36
of these 136 vroperty owners reported that they had actually hired a contractor.

Pable T.--Distribution of 136 respondent homes planned for construction at
Leke Latonka, Pa., by 1970, by whether & contractor had been hired on

Febrvery 1, 1967 1/

Respondents' answers : Homes built or Homes to Homes in
to guestions on ¢+ being built on : be started : both
contractor hiring 2/ : February 1, 1967 : by 1970 : groups
:— ----------------------- Humper--=v-e-nre<-o m—
Yes, had hired a coqtractor--_—-_—_: = 9 36
No, but planned to hire one~=--~ 1l 35 36
No, owner is a contractor------- 4 0 3
No, do not plan to hire one---~- . 2 10 12
No, undecided or blank---------~ . 2 23 25
Ho response~———--scsmn——csouu—o 12 11 23
Total-~--~=- et L 18 88 136

1/ TIncludes only Properties of respondents who indicated in February or
March of 1967 that they had built, were building, or would begin building & .
home by 1970. Homes plenned by respondents who were undecided about their
building plans are not included.

2/ Property owners who planned to build were asked on February 1, 1967, if
they had hired & builder or general contractor. If they answered "no,” they
were asked to indicate whether they planned to hire one when they built.

Source: ILeke Latonka Lot Owners’' Survey, 1967.
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About half the hired contractors had business offices in the RC&D area.
Only two of the others were localed as far away as Pittsburgh. These findings
suggest that the construction of 150 to 200 of the first 250 Lake Letonke homes
will be contracted, but only 75 to 100 will be built by local contractors.

The 136 respondent owners with definite plans tc build by 1970 also
indicated that 28 percent bought their lots for permanent homesites, 64 percent
for vacetion homesites, and 8 percent for other reasons. However, since most
respondents indicated they planned to seal the interior of their homes within
1 year after completing the exterior, most of the vacation komes could easily
be used for permenent residences, with few alterations.

DEVELOPMENT ACTIVITIES AND IMPACTS

Development activities initiated during the early years of the community
were shared by the development company, lot buyers, utility compenies, govern-
ment agencies, and local businessmen. Eventually, however, lot buyers will
probably bear most of the development costs. The following paragraphs discuss
development costs and financing arrangements and provide an analysis of the
gross econonic impacts generated by development activities initiated during
the first 5 years of the Lake Latonka community. Changes in the levels of
economic activity in the local area and in real property values at Lake Latonka
ere the principal impacts examined. .

Site Acanisition and Development Costs

The initial costs of the Lake Latonka community were borne primarily by
the development company and utility companies. After the first lois were sold,
the new owners began to. share the development costs in two ways: (1) they
accepted transfers of the develover's costs; -and {2) they agreed to pay elmost
all fuiture costs of lot and subdivision improvements, including the new homes.

The data collected for this study suggest that all development activities
initiated through the end of FY 1970 will cost approximately $7 million
{teble 8). Penn Soil RC&D technical advisers estimate that the developer will
spend $3 million %/ during the period for site development and promotional
expenses (teble Ah}. Lot buyers, utility companies, and others will share the
remaining development costs.

Pirm cost estimates for the developer's activities were available for site
acquisition, salesmen's comnissions, and lake construction. Mercer County
records show that the development company paid $%35,000 for the 1,275-acre
site. Judging from the information available, the developer probably spent at
least $500,000 on gll site selection and acquisition activities. Local sales-
men reported they received 10 percent commission on all lot sales--costing the
developer sbout $%00,000. Local SCS engineers estimated that a dam of the
size end type built at Lake Latonka would cost between $250,000 and $500,000.

4/ Firm estimates were available for only some of the develoPer's costs,
but it seems highly probable that the total of these cosis will be consgiderably
less than the nearly $% million received from the sale of the new subdivision.
Hence, the overall estimate of $3 million is considered reasongble.
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Table 8.--Estimated private and public develoément costs, Lake Latonka, pa., fiscel years 1965-70

Development t

.costs 1 1965 : 1966 : 1967 i 1968 ; 1969 : 1970 : tﬁﬁﬁﬁéh
paid by : : : : : : : : 1970
T ——— Tmfmemmamammnmeee 1,000 Q0LIBLS =iwecss-wmiCememites—eeeoeesoC
Developer 1/ —mmemomom- S 1,350 950 630 60 10 0 3,000
Lot buyers 2/ S 0 750 1,000 650 350 250 3,000
Utility companies 3/ =mmmem-: 150 385 75 75 75 75 835
Commercial interests & ---_: 0 100 0 0 0 o] 100
Government ogencles § -—--—: 20 15 10 10 ¢ 5 5 65
Total §/ m=mmzemememesemer 1,520 2,200 1,715 795 o 330 7,000

1/ See table Al for estimated costs of the developer. These costs include, omong others, the price of
the land and the cost of the water system.

2/ The estimate of $3 million is based on the assumption that 250 homes, costing an aversge of $12,000
each, will be built by 1970. Lot owners provide their own on-site sewerage systems,

3/ Estimates include allowances for telephone, electric, and gas service instellatlions and modifi-

cations.
h Restaurant and beach concessions are the only commercial interests included in these estimates.
Government costs are minimal in the development. Roads, water, and most of the other services

noxrmally provided by government agencies in new subdivisions were provided elther by the developer or
the lot owners, or they were no% included in:this community.

6/ The total includes only the items listéd. It represents an estimate of what it costs to buy the
site, subdivide it, build a lake, sell the lots, build 250 homes, snd Provide a few services. Some of
the ltems specifically‘excluded from these totals are: purchases of personal property such as boats and

furniture, annual home maintenance costs, dalfference between the developer s cost and the price paid for
the lots, and estimates of all variable use costs.

Source; Public records and USDA estimates.




The develoDer mey have consiructed it for $250,000 or less initially, but in
the end it probably cost sbout $L00,000 since the dem broke in the f£all of
1966 and was repeired by the developmeni company in 1957. The dam, leke, end
beach facilities, therefore, cost an estimeted $500,000.

The remeining costs incurred by the developer totaled an estimated $1.6
million, including en allowance of $150,000 for design, layout, and subdivi-
siony $600,000 for roads, re:reation areas, and a water system; $400,000 for
advertising and promotion; and $40C,000 for overhead znd manegement. These
estimates were developed by & consensus of RC&D technical advisors who observed
the operations of the developer.

As outlined in tatle A%, the development company's expenses were estimated
at $3 million. This figure does not include the cost of the development eciiv-
ities performed by utility compenies, local govermments, lot buyers, and others.

Local utility companies designed and installed the new electric, ges, ard
telephone distribution systems. The televhone &nd electric companies also hed
to install larger trunk iines for the Leke Latonka subdivision. In addition %o
Providing new services, old services bhad to be removed by the utility compenies,
and portions of two underground gas transmission lines had to be weighted where
they passed under the new leke. Informed individuals in USDA and Mercer County,
Pe., estimated that these development activities probably cost the utility
companies $835,000 (tatle A5). Part of these costs reportedly were paid by the
developer, but the amounts were not determined.

Local officials reported that the developer invited other commercial
interests to develop and manage the beach, restaurant, and recreation conces~
sions outlined in the subdivision plan. These facilities inight have cost
another $100,000.

Local government expenses were small compared with those of the developer
and u*ility companies. Hevertheless, &1l geovernment agencies probably spent
some $65,000 for administrative services and other miscellaneous items through
FY 1970 {table A5). TLocal government costs, however, apparently will be
nominal so long as Lake Latonka continues to be & recreation community. If the
new compunity should become a residential community, demands on local govern-
ments could increase substantially, but this change was not anticipated during
the early life of the development.

Lot Sales and Financing

Sales data were available in the Mercer County courthouse for 1,518 of the
1,524 lots that had been sold to the public and whose owmership cculd be estab-
lished on February 1, 1967 {table 9}. According to these records, the developer
received an average of $2,5h0 per lot. Most lots were priced from $1,000 to
$7,000, but one sold for nearly $10,000.

Inasmuch as several buyers bought more than one lot and some lots were
bought by {wo or more tuyers, it seemed more appropriate to study the financing
of the properties rather than of the lots. Based on data in the county records,
an average of $3,360 was paid for each of the 1,152 properties examined in this
study. This amount did not differ significantly from the average cost of the

13
27




€89 respondent properties--$3,375. Zach buyer, on the other hend, invested
about $3,000 in Lake Latonke homesites.

Lot buyers had the option of paying cash within 30 days of purchese, or
baying pari doim and financing the rest. Those buyers preferring to finance
part of the purchase price coull use the line of credit offered by vhe developer
or secure Ltheir own funds, but mosi buyers bhed the develoPer plece their loans
witk one of iwo local banks. These benks reportedly charged "6 percent add-on
interest” with monthly repaymenis covering L to 6 years, depending on the
amount borrowed.

Tatle O.--Hozesite sales and assessed valuations for 1,518 lots at lake Latonka,
Pa., by dete of sale, Februery 1, 1967

. . Asséssed
Iois sold . Selling price valuation 1/

Cunmulative 1,000 Curdative 1,000 Cummlztive
Humber Percent dollars percent dollars percent

Year and
month

L1]

LI TN TR 1]

1965 :

March : 2 0.1 12 0.3 3 0.3
April 3 12 0.9 L1 1.k 1 ik
May : ko 3.5 187 6.2 ko 6.3
June : 101 10.2 323 4.6 83 k.7
July : 157 20.5 476 27.0 122 27.0
August : 238 36.2 590 2.3 150 2.2
September ; 169 b7.3 318 50.6 81 50.4
October : 81 52.6 194 55.6 50 55.5
lovember 70 57.2 158 59.7 ko 59.6
December : 11 57.9 32 60.5 8 60.4
1956 :

Jamiary 18 59.1 27 61.2 7 61.1
February 3 L 59.k 13 61.5 3 61.4
March : 23 60.9 51 62.8 13 62.7
April : 58 6.7 150 66.7 39 66.6
May : 85 70.k 189 71.6 4o 71.5
June : 114 77.9 250 78.1 63 77.9
July : 2k 86.1 327 86.6 8k 86.4
August : o8 92.6 27 93.8 72 93.7
September : o1 08.6 193 98.8 kg 98.6
October 2 99.5 23 99.4 6 99.2
Hovember 2 99.5 7 99.6 2 99.4
December : 1 99.6 7 99.8 2 99,6

Date unknown: 6 100.0 9 100.0 L 100.0
Total s 1,518 -- 3,854 -- 990 --

The assessed valuation was recorded for only 1,518 of the 1,524 lots sold
to the public and whose ovmership could be established as of Februsry 1, 1967.

Source: Mercer County records, 1967.
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Lot Tinancing Jata were aveilatle for 569 of the $B9 respondent properties.
Forty percent of ihese buyers pail cash znd €0 percent financed ai least part
of the purchase price. llearly 5B perceni of ike iotal purchace price, however,
was paid et tie time of purchase znd 42 percent wes financed (table 10). These
survey answers were assumed ic be representative of the financial arrengements
used by 21l lot bLuyers.

The develoPrent company used lobu sales and local sources of credii to
finence most of its development activities, by selling lots before cempleting
the development and by plecing lot loans with local lending instiiutions. A
scurce of credit in New England was also availeble for lot buyers who appeared
to have werginel credit ratings. It was not surprising, therefore, to find Lk
percent of 211 1ot funds and 77 Percent of aill borrowed funds for lots coming
from scurces within the RCED aree, while only 20 percent of the cash payments
for lois were made by buyers with residence in the RC&D ares {table A6). These
date show that even though the majority of the lot buyers lived outside the RCiD
area, many of them borrowed money from lenders within the area.

The timing of the develover's activities indicales that the company
programed its expendiilures Lo ensure that only 2 minienm amount of its working
capital would te invested ai any one time. The site was acquired early in 1965
and 1ot sales tegén 3 months later, even though the lake was not completed for
another year. Furihermore, some of the other facilities installed by the
developer were not completed until after the last lots were sold in the £all of
166€. Ty the end of the first year (Decemter 1965), the developer hed received
between $2 and $2.5 million from lct sales. The company may have had some §1
million of working capital invested about the sixth sonth afier the site was
purchased, tui no more then that at any one time. By the end of the first yeer,
the cczpany rrotatly had recovered ali its initial investment plus enough to
cemblete the compeny‘s remzining site development zetivities.

Home Construction and Financing

The ot owmers®' survey indicated that lot buyers would begin building 250
homes before the end of 1970 and that these homes would cost sbout $3 million
when completed {$12,00C average). Thus, loi owners in the spring of 1967 were
planning %o add at least $3 million of new construction to the $4 million they
had elready spent on lots.

Many of the lot owners who plauned io build indicaied that they would hire
coniractors and would borrow money to pay some of the const.uction costs. The
firancing and sutconiraciing arrangements used by the contractors, however,
were not investigete@ in this study. As mentioned earlier, not all property
owners had plans to build.

Heme construction cost estimates were calculated from answers given by tne
osmers of 114 respondent properties who answered both the "year build” ernd the
“home value” items on the gquestionnaire {table 11). Owners of znother 22
properties indicated ‘hat they definitely planned to build by 1570, but they
did not answer the value gnestion.

The home velue question gave respondents 2 choice of several value
categories. The least-value category in the guestionnaire was listed 2s "under
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Pable 10.--Source of funds used to finance the purchase of 569 respondent
properties, Loke Latonka, Pa., 1965-66 1/

Source . Savings : Borrowed 2/ Tobal
1,000 1,000 1,000

dollars Percenl dollars Percent dollars Percant

Within RC&D 8res ===meemmmmmme<oe.o- : 229 20.1 61 7.1 870 WY .1

Mercer County ——vwmocmcaccomananan : 196 17 E 634 76.2 830 2.1

MErger mr-swmrmarmserecce e ——————— : (120) (10.6) Shgh) (59.4 Eﬁlh) (31.2

Grove City =eemmmecassccmuccamw. : 515% (1.3; 123; (1.8 138; $7.o

Rest of Mercer County ~==rewwwe- : 61 (5.4 (17 (2.0 (78 3.9

Crawford County =--cmmcmcmmucaaano : 22 1.9 - e 22 1.1

Venango County weememmmcumcnmcnanns : 11 0.9 7 0.9 18 0.9

. Outside RCED A€ mmmwmmrmommumeanman : 910 79.9 191 22.9 1,101 55.9
o Pittshurgh, Pa, =-rewesmcscmeccees : 281 el.7 23 2.8 304 5.5
Springfield, Mass. 3/ ~====mcmera- : - - 103 12.h4 103 5.2

gg - Other —ermmccmucmcccmmacccccnmnnne 1! 629 55.2 65 7.7 694 35.2

= :

Pobal ~emmmomaccmcoscmenamnanad__ 1,139 100.0 832 100.0 1,971 100.0

Percentage of total wemccmancina 57.8 - ha.2 - 100.0 -

1/ Adjusted. Financing arrangements were determined for only 569 of the 669 respondent properties.
2/ These values have been adjusted by distribubing proportionately over the known sources the $5h ,025
that was financed put for which source ¢ity was not reported.
The developer, Lake Latonke Inc., wsed a Springfield, Mass., bank to finance buyers with small
down Dayments.

Source: Lake Latonka Lot Owners' Survey, 1967, and Mercer County records.
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$10,%0," tut it iz doubtful thet amy home could be buili for less than $5,000
considering the 3eed resirictions sgreed to by the homesite buyers. Therefore,
the “under $10,%00" category was assured to renge from $5,000 to $10,000, with
2 pean velue o° $7,500. Eased on weighted mean values for the iih homes, the
average consiruction cost per home was compnied at nearly $12,000 ($11,974).

Ey Jcioter 1908, the estimated mean value of 114 respondent homes could be
cowpared wilk the mean velue of the first 103 homes completed ai Lake Latonka
2nd recorded .t the assessment rolls it the Mercer County courthouse. Only two
of the completed homes hed been valued by the assessors at less tnan §5,000
($4,500) full merket value. The recorded full rarket value of the 103 homes
averaged slighily less than %313,000. Since the markel vaiue of 2 new dwelling,
excluding lot value, is nsuelly slightly higher than the cost of construction,
the £12,000 construction estimate appeared reasonsble.

Tatle 11.--Estimated cost of 13 Take lLatonke, Pa., homes DPianned by respondents
who, on February 1, 1657, were building or were plamning to build by 1970

¢+ Homes built or: Heomes to ¢ Total of
Cost of vlanned homes 1/ : being built on:be siaried : both groups
: Feb. 3, 3667 : by 3970 : Homes : Cost
: 1,000
: Tumber Tiumber Tunrber dollars
Urder 35,000 —=----mmm=mmm-mmn : 0 0 0 0
$5,000 - $10,000 ($7:500) === 8 24 32 2ho
$10,000 - $315,000 ($12,500) --: 21 Ll 65 812
$15,000 - $20,000 ($17,500) --2 9 5 14 245
$20,000 - $25,000 ($22,500) --: 2 3 3 68
Over 325,000 -----------------; 0 0 0 0
Subtotal —-------mmmmmmmmmm : Lo 7 114 1,365
Undecided on cost ---=---==-ue-- 0 3 3 -
llo response on cost —----——==- :. 8 11 19 -
Total ------==-=n=mmmmmmmmee : 48 88 136 -

1’ The median value of the categories checked by the respondents was assumed
to be egual to the average value of the homes in that category.

Source: Lake Latonka Lot (mers' Survey, 1957.

The responses of 159 property owmers were studied to determine how the
Latonka homes would be financed. This group inciudes most of the 136 who
anzwered the hired coniractor questions, pius a few more who knew the value of
‘he kome they wanled Lo build and how they plammed to finance the construction
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cozts. Actually, the owners of 203 of the €89 respondent properties knew the
value of the hope they plamned to build on February 1, 1967, but the cwmers of
only 159 indicated the proportion of the home construction costs they would
torrow (teble 12).

Eased on the redian value of the home value categories checked, property
osmers with residences in the RCXD area were sponsoring 1l percent of totel
Planned hore construction costs {teble A7). lonresident property owpers Were
sponsoring the rest. This breakdown was expected, since mozt of the lots had
veen purchased by ncnresidents,

The scurces of funds bhorroved to finance the second homes revealed one of
the surbrises of this study. It had been hyvothesized that most proPerty
cwners who Dlanned to obtain home construciion loans would borrow from lenders
in cormunities where they permenently resided. However, only the buyers who
lived in the RCED area seemed inclined to do this. Why nonresidents borroved in
the RC2D area was rot investigated. However, & local banker who reviewed this
study indicated that lending institutions in northwestern Pennsylvaniz prefer
to make construction loans in the arez served by the institution, regardless of
whether the borrower is or is not & resident.

The survey revealed that 52.% Percent of &1l borrowed home construction
funds would be secured Trem lerders in the RC&D area {table 12), dut only 13.9
percent of the home construction costs would be sPonsored by locel residents
{table AT). These data suggest that nearly $1 million of local construction
capital will be reguired to build the first 250 homes at Lake Latonka.

Tmpacts of Development Expenditures

Based on an estimated $7 million investment in site and home development
activities by 1970, and assuming that the appropriate multiplier lies between
1.0 to 2.0 overzll, $7 to $14 million of gross income could be generated by
these activities. This does net mean that 2ll of this impact will accrue T0
the local area or that this is the only economic impact to be generated by the
development of Lake Latonka.

Development activities set the stage for other activities wpich can
generate other impacts that would not otherwise occur. For example, trans-
actions used to finance the development activities also generate economic
impacts. These, too, may be measured by the gross income generated. The
successful imbliementation and completion of any development szcetivity make it
possible for property owners and others to participate in new use and mainte-
nence activities. These, in turn, will generate another set of annually re-
oceurring impacts. Use and maintenance activities may reguire special
financing, and if they do, another set of impacts #ill be generated. This
financing, however, was not analyzed in this study. Conceptually, even more
impacts can be induced by development and use activities. For example, changes
in real estate values in the adjoining communities and in school enrollments
often affect local tax structures. These changes were bartially considered in
this study. '

32
23




o
&

2

Table 12.~-Probable souwrce of construction funds for 159 homes, reported by respondents
who planned to build by 1970, Leke Latonka, Pa., February 1, 1967 1/

Source city

urce o1 E Savings E Borrowed 2/ E Totel
: 1,000 1,000 1,000

: dollars FPergent dollars Percent dollars Fercent

Within RC&D area ~---- SR 139 k.l k59 52.0 598 32.3
Mercer Coultty ====-- —————— ——— ‘;106 11.0 g 50.4 551 29.7
Mercer ===w-s-se-msessescocemeeay (56) 5.8 (289) (32. Bg (345 (18.6
Grove Cify -=-=-e=mo———mao-- ———— (2) 0.2 (17; (19 (2.0
Rest of Mercer County =-sa-eaua-: (48) 5.0 (139 (15 ? (187 (20.12
Crawford County =-~=ace—necnovcaca. : 21 2.2 0 2l 1.2
Venango County =~=w=-=--sermacu_oo- -t 2 1.2 k18 1 6 26 1.k
Outside RCED Ares —==-—=-m--m=amecnn 831 85.6 123 18.0 1,254 67.7
Pittsburgh, Pa, ==--u- Mmmmm————— 218 22 .1 21 27.3 459 ek.7
Other ----=----- “m—m——— m—m————— 613 63.2 182 20.7 795 43.0
" Motal mmwmmammmammacammmeameas: 70 100.0 882 100.0 1,852 200.0
Percentage of total ~-m=—m-mma-=g 52.4 - 47.6 - 100.0 -

1/ Adjusted.

The source of borrowed funds was not glven by owners of 42 of the 159 respondent

properties, ‘elthough they knew what value home they planned to build and what Proportion they would

Tinence.

g/ These velues have been sdjusted by distributing proportionately over the known sources the $282,530

that was financed but for which the source city was not reported.

Sources:

Lake Iatonka Lot Owners' Survey, 1967, and Mercer County records.




Although the gross income effects of the development expenditures alone
were estimeted at $7 to $1k millisn for the 1965-70 veriod, the corresponding
local impacts were estimeted at $2.5 to $b willion, or about one-third of the
total. 5/ For exemple, the developer's costs were estimated at approximately
$3 million, but only about %0 percent of this smount was used for site improve-
ment. In other words, rougnly $1.8 million wes spent for land acquisitiom,
managerent, and promction, but only $1.2 million for develoDment of the lake and
subdivision. Therefore, except for the $0.5 million spent for lsnd ecauisition,
the company Probebly primed the loecel economy with no more than $300,000, or
roughly 25 percent of the estimated $1.2 million actually spent on site con-
struction activities.

In contrast, 40 to 60 percent of all home construction costs--$1.2 to $1.8
miliion of the $3 million the lot buyers planned to spend on homes--would flow
through the 1ocal economy. This assumes, of course, that 250 nomes will be
built, at an average cost of $12,000 per home, excluding the velue of the 1ot.

Local units of government, utility companies, and other commercial
interests probably will not spend more than 25 to 50 percent of their develop-~
ment investments in the RC&D area. Although these businesses and agencies will
spend an estimated $1 million by 1970, they probably will not spend more than
$250,000 to $500,000 in the local area before 1970.

All development activities at Lake Latonka, therefore, are expected to
prime the local economy Wwith $1.7 to $2.6 million of sales before 1970, even
thongh an estimated $7 million will be spent on development activities.
Furthermore, leskages from subsequent rounds of expenditures will Probably hold
the effective local multiplier for these development activities to 1.5 or less.
Trus, the gross income or business activity generated in the RC&D area by the
development activities alone is estimated at $2.5 to $4% million for the first
5 years of the development. The average anmual increase in local gross sales,

enerated by the development activities, is estimated &t only $500,000 to
gaoo,ooo Per year during the 1955-70 period. After the site and home develop~
sent activities are comPleted, this impact will terminate, but annually re-
ocourring economic impacts will continue to be generated by use and maintenance
gctivities.

Anmual retail sales in Mercer County in 1963 were nearly $150 million.
Therefore, the average annual increase in gross sales of $500,000 to $800,000
per year, generated by the development activities, represents only sbout one-
half of 1 percent of the total volume of retail business in only one of the
three counties in the local RC&D area. Even in the Borough of Mercer, this
estimeted incresse in gross sales represents the equivalent of less than 10 per-
cent of the totsl annual business activify. However, this increase is equiva-
lent to the average annual gross sales of five retail businesses in the county

(D).

5/ The local Portion can be expected to differ in each new subdivision
because of the functionel relationships involved. A subdivision locally spon-
sored and locally financed, for example, will generate & larg.r portion of the
total impact in the local area than one which i8 financed and built by non-~
residents.

25
+ ' 34




When the locel impact of the development expernditures is anelyzed in these
terms s it becomes clear why meny people in Mercer sensed thai the Lake Latonka
development had an econcmic impact on them, but they were &t a loss to explain
it. The local impeact was small enough 1o be ebsorbed by exisiing esteblislments
and staffs.

Irpacts of Pinancing Arrangements

The financing arrangements used to suppori the development activities
generated & set of local impects., These impacts were estimaied by identifying
potential changes in the stocks end flows of capital in the local area. Suffi-
cient daia were available to suggest that the financing of the site development
and home construction eetivities hed a measurasble effect on the finencial sector
of the local economy, but the net effects could not be determined from the data
availeble. These capital movements probably had an effect on the larger region-
al economy of which the local RC&D ares is a subsector, but this effect was not
studied. Hote that the impacts outlined in this section are not included in
the $2.5 million to $4 million of local sales impecis reported in the preceding
section, or in any other section of this report.

An expansion of the financing data for the 569 respondent properties
revealed that sbout $1.2 million of the borrowed funds for 1,152 property
(1,524 1ots) purchases was borrowed from lenders in the RCZD area (table 13).
Since part of the funds were borrowéed by local resideiits and féW local residents
borrowed funds outside the RC&D area, the net return flow of ot loan repsyments
was estimated to be only $1 million, after payments of the local borrowers were
deduncted. Hence, only $1 million was initially borrowed in the RC&D area by
nonresidents who sgreed to pay it back later with interest.

According to the questionnaire responses, slightly inore than half the $1.%
million of hame construciion loan funds to be borrowed from 2ll sources will be
borrowed from lenders in the RCAD area (table 14). However, since $185,000 6/
of the $743,000 to be borrowed in the RC&D area will be obtained by RC&D area
residents, the repayment of this smount--$185,000--results in no net capital
movement to or from the area. Thus, nonresidents will borrow 2bout $560,000
in the RC&D area which they will repay with interest as the home construction
loans are paid off. No significant amounts of capital were borrowed outside
the local area by RC&D ares residents.

Discounting activities were not investigated in this study, but some of the
RC&D area lenders mgy bhave discounted Latonka notes and morigages ocutside the
RC&D area. If discounting did occur, even more of the development activities
could have been financed by nonlocal capital than these data suggest. I/

6/ Constructed by the proportional expansion of the $118,006 figure

reported by RC&D area respondents {see table A7).
7/ A local banker reported that none of the Lake Latonka paper had been

discounted before Jamiary 1, 1970.
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Table 13.-~Source of funds used to finance the purchase of the 1,152 properties, Lake Latonka, Pa.,

1965-66 1/
Sogc:rgity Savings Borrowed : Total
+ 1,000 1,000 1,000
: dollars Percent dollars Percent dollars Percent
H
Within RC&D aref =~-—===rmmmeascmcomeea b2 20.1 1,236 77.1 1,678 b1
Mercer County meremneunemermaneonnny 380 17.3 1,222 76.2 1,602 42.1

Mercer ===-- —————— e o -1 (233) (10.6) 5952; 259.h) (1,185; (31.2)

Grove City mecmemememcomamonwmmon- : (29) (1.3) 237 14.8) 266 (7.0)

Rest of Mercer County =~wmwemw-==3  (118) (5.4) (33) (2.0) 151) (3.9)
Crawford County —memmewemcmmommmaonn? b2 1.9 0 0 42 1.1 :
Venango COUNLY wemmewrewmmenannnomen? 20 0.9 14 0.9 34 0.9 5

: |
Outside RC&D ares wacerwmeaemmmmewneen: 1,755 79.9 367 22.9 2,122 55.9
Pittsburgh, Pa. merr=nennecmanmeenn; 542 24.7 45 2.8 587 15.4
Springfield, Masg, =mmmomwmcommmm—— - - 199 12.4 199 542
Other maceremcomemnmmannananenueenns 1,213 55.2 123 7.7 1,336 35.3
Total ----------—-------—------: 2,197 100.0 1,603 100.0 3,800 100.0
Percentage of total wreammcwme-ea-~® 57,8 - 2.2 - 100.0 -

1/ Estimated, Values were estimatéd for the 1,152 private properties identified in the Lake Latonka
community on February 1, 1967, by applying the percentages reported by the owners of 569 respondent
propertig:;: to the approximately $3.8 million reportedly paid for all lots in the community (see tables
10 and A6).

Source: - Leke Latonks Lot Owners' Survey, 1967, and Mercer County records.
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Pable Lli,--Probable source of home construction funds to be used to build the first 250 homes, Lake
Latonka, Pa.y February 1, 1967 1/

Source city

Savings Borrowed Total home cost
or area .
+ 1,000 1,000 1,000

: dollars Percent dollars Percent dollars Percent

WAthin RCED BLeR =-we-mmmmmmcameananm : 226 Y 43 52,0 %9 32,3
Mercer County we-wemwewacacammona Y 173 11,0 720 50,4 893 29.7
Mercer =-cacacacacacacuacanacw o (91; 5.8; (hﬁﬁg (32.8 (559; (18.6
Grove City wmeeecwccwcamcacacaana : (3 0.2 (27 (1.9 (30 1.0
Rest of Mercer County —wew-cucw-- s (79) 5.0) (225) (15.7 (304) (0.1
Crawford County -wavecememeacccancan : 34 2.2 0 0 34 1.2
Venango County emmemawecawcacacacana : 19 1,2 23 1.6 ha 1.h
Outside ROED ares ~m--mmnmmmmmmcmmnn= : 1,346 85.6 685 48,0 2,031 67.7
Pittsburgh, Pa, ===vcccancaccaccaaa : 352 22.4 390 27.3 The 2h, 7
OLhET mmmmmammnnama——ama—————————— s 934 63.2 295 20.7  .1,289 3.0
POLAL =wwmenmmananenanmanaana— P o1,572 100.0 1,428 100.0 3,000 100.0
Percentage of total -------------—f 52.4% - 4W7.6 -~ 100.0 -

Estimated, - Values were estimated by appl:{ring the percentages reported for the 159 respondent
homes to the estimated totel cost of 250 hames ($3 million) that probably will be started at Lake Latonka
before the end of 1970 (also see tables 12 and A7).

Source:

Leke Latonka Lot Owners' Survey, 1967, and Mercer County records.




A1l lot buyers borrowed a total of $1.6 milijon (table 13). Because of
the way in yhich the loans Were written, the anmual interest payments on these
notes wonld totel en estimeated $96,000 (6 percent add-on interest) only in
those years after all lots hed been sold and before any notes expired. Over &
period of Y years, this repvresents more than $380,000 of interest income for
the financial sector of the economy, of which nearly $300,000 would be paid to
lenders in the RC&D area.

The $1.% million borrowed to pay part of the construction costs of the
first 250 homes would generate approximately $85,000 per year in interest in-
come for & few years after the 250th home was built. But o figwre somewhat
less than that amount will slso be generated anmually before the 250th home is

built.

The total interest paid by property owners on Lake Latonka home and lot
loans was estimated at no more than $700,000 through 1970, since construction
finaneing would not be secured on the 250th home yntil some time in 1970.
Furthermore, totsl anmal interest psyments.,on the development activities
finenced by property owmers were expecied to peak about the same time. Hence,
a peak flow of about $175,000 in annual interest income would be received by
creditors of Lake Latonke borrowers around 1970. After that time, the annusl
amount of interest payments yould repidly diminish, as most lot loans would be
retired and the ammual mmber of new home starts is not expected to increase.
By 1972, ail lot loans should be paid and only the home mortgege loans will be
generating interest income. In 1973, for example, the annusl flow of interest
payments will probably be less than $100,000 per year, even if the 300th home
has been started.

The interest income received by lenders in the RC&D area was estimated at
considerably less than the total paid on the loens obtained by the Latonks
property owners. If the interest on local borrowings by RC&D area residents is
included, lenders in the RC&D area would receive no more then 65 percent--or
$455,000--of the $700,000 interest income generated on the $3.0 million loaned
during the 1965-70 period. Inflow of interest income into the RC&D area, net
of tnat paid by loeal borrowers to local lenders, was estimated at $365,000.

By the end of 1970, nonresident property owners will Drobebly have returned
at least $800,000 of the nearly $1.6 million of capital they borrowed in the
RC&D area to finance the lot purchases and home starts. 8/ They will also have
returned $350,000 to $400,000 in interest payments on borrowed capital. By
1972, after the lot loans are repaid, about $1.6 million in principal and
interest will have been returned to the stocks of local capital by nonresident
borrowers.

8/ Tn February 1970, officials of & local lending institution estimated
that more than $1.3 million of the $1.6 million had been paid off for three
reasons: First, several notes had been paid up early; second, some lots had
been resold and financed; and third, death of borrowers had terminated some of

the original notes.
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The stock of loangble funds in the local erea also appeared to vary
according to the period of time lapsing from the beginning of the development.
The potential supply of loansble funds was increased by about $435,000 initial-
1y, when the developer bought the site--assuming that payments received by
sellers were deposited locally. Three months later, & reduction in the local
stock of loenable funds began with the sale of the first lots, because 4l per-
cent of all lot funds came from sources in the RC&D area. By September 1, 1965,
5 months after the first lot sale, one-third of all lots had been sold. At
that time, the lot financing transactions had probably reduced local stocks of
capital by umore then the developer‘'s purchase price of the land.

The apparent drain on locel capital continued for another year while the
lots were being sold. At the end of 1966, less than 2 years after the develop-
er bought the site, lot sales had reduced the stock of loanable funds in the
RCED area by an estimated $1 million--assuming, of course, that new supplies
of loanable funds did not flow into the RC&D area during the period and that
the developer borrowed nothing in the local area.  The latter assumption is
not completely accurate since one local lending institution reported the
development company borrowed an undisclosed amount of local capital initially.

The long-term money market appeared to be similarly affected. Shortly
after the first lots were sold, some buyers began constructing new homes. An
analysis of buyers' plans to build by 1970 revealed that one-third of the total
home costs would be financed from sources within the RC&D area and gbout half
the homes probably would be built by contractors located outside the area.
These findings suggest that the potential outflow of loanable funds, generated
by the home construction financing, will not exceed $600,000 for the first 250
homes built. Hence, leakages generated by the howe financing transactions will
probably not reduce local stocks of capital by more than $500,000 at any point
between 1965 and 1970.

The potential net outflow of loanable funds from the RC&D area attributable
to both lot and home financing transactions, therefore, is estimated &t no more
than $1.5 to $2 million during the first 5 to 6 years of the Lake Latonka
development., If local lenders discounted some of the Lake Latonka notes and
mortgeges outside the RC&D area, then the actual reduction in the stock of
loangble funds would be proportionately less than this estimate suggests.
Similarly, if the development company used local stocks of capital to finance
site development activities, the actual outflow would also be porportionately
less. However, data on these transactions were not available.

The apparent initial ocutflow of local capitel was later reversed as the
inflow of principal and interest payments began to exceed the outflow generated
by new loans. Because of the timing of the lot sales and home construction
starts, this reversal should have occurred within 1 year after the last lot was
sold.

The data examined suggest that: (1) the actual outflow of local capital

generated by the financing of the development activities was substantially
less than initially hypothesized; (2) the return flow of interest and principal
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payments, in the loeng run, will more than offsei any apparent shortrum losses;
end 12) +he overall effects of the financing arrangerents were favorable, even
though the net effects on the lceal economy could not be determined for ihis
report.

Maintenance Expenditures snd Impacis

During the first 5 years of the Lake Latonke development, maintenance
activities will be minimal since most faeilities in the community are new.
However, as the facilities begin to wear out, mzintenance expenditures will
mount, and efter 5 or 10 years annual maintenance costs could xun as high as 5
percert of the current value of the property.

At this rate, snmiel meintenance expenditures on the first 250 homes will
be about $150,000 per year. Therefore, $150,000 to $200,000 will be needed
annually to maintein $3 to $% willion of common properties in the community.
By 1975, the total anmual maintenance expvenditures required to keep the
community from depreciating mey cost the commumity $300,000 to $350,000 per
year,

Actual maintenance costs were not examined directly in this study. However,
buyers agreed to pay two separate maintenance fees when they purchased & lot.
These funds are supposed to be used to pay the costs of maintaining streets,
water systems, and all other common facitities including the dem and lake.
Although the fees may be changed by a vote of the property owmers, the rates
established by the developer seemed adeguate for the expenses anticipated in
the late 1960's and earily 1970's.

One fee of $25 per lot is assessed .all owners anmially for maintenance of
streets and recreation areas. Since 1,535 lots were sold in the Lake Latonka
subdivision, this fee should yield nearly $40,000 per yeer. A second fee of
$5 per month ($60 per year) is assessed the owners of each lot to pay the cost
of meintaining the lake and water systems, ylelding ancther $92,000 per year.
Hence, $115,000 to $120,000 in special fees will apparently be levied enmually
for maintenance of the common properties,

If total maintenance costs for all common and Private properties are
assumed to be $300,000 per year by 1975, the total effect generated could
conceivably range from $450,000 to $600,000 enmmally, assuming the mulitiplier
is 1.5 to 2.0 overall. If 50 percent of all meintenance expenditures are made
in the loceal area, annual sales of local merchants will be increased by
$225,000 to $300,000.

Real Estate Value Changes and Tax Tmpacis

Theoretically, changes in the real value of any property will be recorded
on the tax rolls, but just when & value change will be recorded is not always
predictable. Slight changes in assessing proceduresg, for exemple, often alter
the time lag between the occurrence of a value change in & taxing distriet and
the recording of it., If assessors keep the tax rolls up-to-date, property
value changes normally are recorded within & few months gfier the change
occurs., However, if assessing procedures vary from period to period, as they
often do, assessment records may be & poor indicator of the value changes
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occurring in ote Period but unot in the nexi. This study revealed thet assess-
ing procedures in Mercer County remained relatively constaut from 1964 to 1967,
but veried considerably in the 1967-69 period afier new sssessing procedures
were established.

Aerial photographs of Mercer County taken in 1968 show that many
improvements had been made et Lexe Latonke (figure 5). A comparison of the
mmber 9 hones visible on tie gerial photographs with the mumber lisied o
the tax rolls in Jctober 1968 revealed & time lag between the date an improve-
ment was made &t lake Latonks ..nd the dete it was recorded and essessed.
Despite this lag, county assessment records for 1954 through 1967 best reflect-
ed ihe sctual value changes made during the Deriod. Estimated value changes
an 1968, 1963, end 1970, besed ou the plans of owners, best refiected velue
changes cceurring in the 1968-70 period.

Between 1965 and 1967, the sssessed valuation of real Property in Mercer
County iuncreesed eboui $10 million {$154.9 to $16k4.6 million). The recorded
increase in texable property owing ito the Lake Latonka development yas
$990,000, so only 10 percent of the recorded increase in assessed valustion in
the county can be attributed to Lake Latonka. For Coolspring and Jackson
Townships in Mercer County, where the new Latonka communify is located; the
assessors recorded a2 toial increaése in assessed valuation iv both towmships of
$1.3 million during 1965-67. Thus, 75 DPercent ($990,000) of the $1.3 million
recorded increagse in these two townships can be directly attributed to the
Latonks development. Therefore, the addition of uearly $1 million ¢f assessed
valuation to the 1965 tax base of $1.8 million in the two townships represeuts
more than & S50-Dercent increase in the recorded tax base during the first 2
years of the developmeut (see tables 9 and AB). A comparisoun of the effect on
the tax base of Mercer County and Coolspring and Jackson Townships is showm
in figure 6.

In terms of taxes levied, the two towmships collected & windfall of
approximately $50,000 in 1967 without any increasse in the 1965 tax rate. A
50-percen: rise in tex colleciions in 2 years without any increase in the tax
rate is significant in any district. At this rate, for every 285 to 290 homes
of comparable value built, the assessed valuation in the two townships will be
increesed by about $1i million. By 1970, therefore, the Latonka development
alone may have added $1.8 to $2 million to the agsessed valuation of the com-
bined tax base of Cooisrring and Jackson Tovmships. This amount includes
about $1 million for the site plus esnother $0.8 to $1 million for 250 new
homes.

In adlation to the Qirect effect or the tax base, the development has
stimulated growth in the two townships. The direct effects alone, "therefore,
would seem to underestimate the total tax impact attributable to the Leke
Latonka development. However, no sitempt was made to measure the induced
effects on the tax base in the county.

In terms of texes levied or collected, an increase of $2 miliion in
essessed valuation will yield $120,000 in anmal revemies, assuming & tax rate
of $60 per $l,000 of assessed values. In 1965, the tax rate was $53 per $l,000
in Coolspring Township and $64 per $1,000 in .ackson Township; but by 1970, the
tax rate will probably be at least $70 ver $1,000 in both townships if the
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predeveloprent trends ..ntinue., With e tex rate of $70 per $1,000 by 1970,
$1%0,000 of local resl estate taxes would be levied on Lake Latonka Droperties

in 1970. 3/

Pert of the totzl izpact on the tex base is shared by Mercer Aree z2nd
Lakeview School Districts. In 1965, the assessed veluation in both school
districts totaled $14 million. In 1967, after $1 million of assessed valuation
had been 2dded ty the Lake Latonka development, the coxbined assessed valuation
for these school districts was $16.3 milijon (table A9). Thus, only 50 percent
of the increased value of property in the districts between 1955 and 1967 is
directly attributeble to Lzke Latonka. As far as the total tex base is con-
cerned, Leke Latonke, in its first 2 years, added a little more than 7 percent
0 the 1965 tax base of these school districts.

By 1970, essuming that Lake Latonka adds $2 million io the assessed
valuation in the districts affected, the assessed vzluation in the two school
districts will be 14 io 15 percent greater than in 1965. However, the velue
of other proverties in the districts has also been increasing, so the actual
tax base in the two school disiricts will probebly increase 20 to 30 percent
by 1970. Thus, sbout half the anticipeted incresse from 1965 to 1970 im both
school districts can be directly atiributed i{o the Lake Latonka development.

¥n summary, ihe impact of the lake Latonka developmert on the local tax
base should be at least egqual to $2 million of assessed valuation by 1970.
This amount represents an increase of less than 1 percent in the toial tax
bese of Mercer County, ebout 15 percent in the iwo school districts, and more
than 100 percent in the two rural townships affected. 10/

In terms of real estate taxes levied, Lake Latonkas owmers will pay
$120,000 to $140,000 more in taxes for the 1970 tax year than the previous
owmers of the Latonka site would have paid, assuming the site had remained
in its former uses (tables A0 and All). This increased revenue will be
shared by the county, school districts, and townships, according to their
millasge rates and assessed veluations. The school districis, however, will
get nearly two-thirds of the increased revenues because they have the largest
millage rates. 11/

As far as could be determined, no other taxing districts were affected
by the Leke Latorka development. Therefore, the foregoing impacts represent
the total direct effect of the Latonka development on the tax base of the
various texing districts. Tihe indirect and induced effects, if any, were
not studied for thig report.

In comparison, the 1,275-acre Lake Latonka site yielded only about
$1,500 of tax revepues in 1964 in its former uses ($25,000 of assessed valua-~
tion times 60 mills).

10/ Assessed valuation in Mercer County represents about 26.6 percent of
the esiimated merket velue of propertiy based on the formula that properiies are
assessed at one-third of 80 percent of the estimated market or sale value.

11/ Tax rates per $1,000 of assessed valuation in 1965--e.g., Mercer
county taxes, $8; Coolspring Township (road) taxes, $5; Jackson Township (road)
taxes, $10: Mercer Area school taxes {includes Coolspring Township), $40; and
Lakeview school taxes (includes Jackson Township), $ké.

3k
43




USE ACTIVITIES AlND DIPACTS

Reported and Planned Use

The survey questionnaire contained &wo sets of use questions. One set
asked all Lake Latonka owners how much they had used ihe community before the
curvey. The seconfl set asked those ewmners who had tailt, were building, or
were plznning to btuild, how many days & monih they would use their Latonka
hores alter they were compleied. The use irpacis discussed in the following
veragrarhs are based pricarily on the response io these and r-iated questions,

U"se Peflore Survey. The respondenis reporied heavy wse of Lake Latonka in

the ponths immediately following purchase of lots. Severzl families stated
they were not only using the lake and other recreation facilities in the new

cormunity, but they were also improving their properties.

A1 but 62 of the respondent owners answered the "mmber of visits"
question. Of the 655 who answered, 645 reported a total of 12,736 round trip
visits from their perranent homes to Tatonka, between the time they bought
their first lot and the time of the survey (Pebruary 1967). This figure repre-
sents an average of nearly 20 visits for each owner during the period. The
redian nuzber of visits, however, was only nine. Only 10 of the 655 respondents
reported they had not returned since the day they bought their property.

Abvove average use of the facility was reported by 289 respondents who
were classified as the subgroup most likely to build by 1970. Aithough only
268 actually answered the question on muber of visits, this subgroup reported
an average of 28 visits per respondent for a total of 7,468 visits during
1965-67. In other words, 58.6 percent of 211 visits reported before the survey
were pade by those who, at the time of the survey, eitner had buili, were
building, or would probably begin huilding by 1970.

Since epproximately 42 percent of all owners did not buy 2 lot until the
second season, the annual rate of use was onmly sbout 12 to 15 visits per year.
In other words, the average owner spent a day at Iake Iatonks twice a month in
the surmer and once a month in other seasons. The response also suggests that
1,000 people may have visited the lake on a pleasant surmer weekend.

The number of months a property had been owned was determined for all but
three respondents. The average, as determined from Mercer County records, was
12.7 months. On the other hand, the 289 respondents who appeared most likely
to build by 1970 had owned at least one lot in the community an average of only
9 ponths.

Ninety percent of the respondents answered the "size of visiting party"
guestion. The average visiting party was computed to include 4.5 persons. In
the suhgroup of 289 respondents who planned to build by 1970, only 266 answered
this guestion. The average size visiting party for this subgroup was 4.6
Dersons.
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secause Latonka is por served directly by public transporiation, most
respondents bed to drive there.” ALl put 13 respondents ljived withia 100 miles.
The average distance for the 717 respondents returning usable questionnaires
was 51.8 miles. TFor the 223 respondents planning to build by 1970, the average
was 5%.5 miles.

Of the 717 respondents returning usable questionnaires, all but 55
answerced the overnight lcdging guestion, but caly € percent actually reported
purchasing a night's lodging while visiting latonka. This small number was
expected, since most peoble lived within 1 or 2 hours of the lake and it wouwld
cost many ol ther more to siay overnight thea it would to go hame and return
the next day.

Yost respondenis indicated they usualiy stayed only a few hours at the
Iake before returning hcme. Almost 83 percent reported they stayed 8 hours or
less per visit, and only 2 percent indicated they stayed more than 13 hours per
visit. Of the rewaining respondents, 10 made no visits, 30 stayed 9-13 hours
per visit, and TX did pot answer. The average visit, however, was about 5
honrs.

Thus, the use of the develomment during the presurvey period was apparently
limited ailmost exclusively to so-called “day-use.” 12/

Use After Builling. The higher rate of day use reported by those planning
to build suggests that these owners will also use their properties more fre-
juently after they build. Indications of use after building were primarily
deternined Srom the responses given by 178 of 289 respondents who were classi-
fied earlier as the subgroup most likely to build by 1970.

The 172 respondents reported they planned to use their Iatonka hames an
average ¢f 130 days per year. They also estimated that each using party would
contain an average of 5.1 people. The total pumber of user-days anticipated by
these respondents is approximately 118,000 days per year (table 15).

Artually, 130 respondents answered the "use after building" gquestions but
only 172 were also in the subgroup of 287 respondents who were selected as the
group most likely to build by 1970. Seven of the 190 respondents planned to
build by 1975, and five were not sure when they would begin building. The
"additional 12," however, reported the same average rates of use. 13/

12/ Day use has other meanings too, but as used here simply means scme-
thing less than an overnight wvisit, including & few minutes to several hours.

13/ A clarification 5f the subgroup sizes is needed here. The subgroup
of respondents who were determined early in this study to be the ones most
likely to build contains 289 individual owners who control 275 properties. At
‘he time of the survey, many of these respondents €xpressed incomplete building
plans. Several io the group, therefore, could not be expected to answer all
the building plan juestions with egual degrees of certainty. Thus, different
sized subgroups have been used 4o analyze the implications of the building
plan answers. In each case, the largest subgroup answering positively was
selected for the analysis. :




Table 15.--Planned use of Iake Latonka, Pa., homes reported by 178 of the 289
respondents rost likely to build by 1970, by season and by year owmers
planned to build, February 1, 1967 1f

Year owne : : Planned Use, by season : Total
rs :Respondents: Jan. - : April - : July - : Oct. - : annual
plan to build . s Mar. = June : Sept. :Dec. : use
: Hﬁmber Days Days Days Days Days
Built or building :
on Feb. 1, 1967 =-: 33 870 1,450 1,9%0 1,080 5,340
By 1970 =mmmmmmmmmm : 68 1,130 2,720 3,990 1,600  9,hk0
Probably by 1570 --: 77 1,150 2,320 3,370 1,520 8,260
Total —-=--um- N 3,150 6,490 9,300 k300 23,040
Mean —-er-e—om-o : -- 18 37 52 23 130

y Sixzteen of the 283 respondents gave indefinite answers to the "use after
building” guestions and 95 did anot answer.

Seurce: Iake Latonka Lot Owners' Survey, 1967.

A check of respondents®' unge plans, on a month to month basis, revealed
that most Yatonka home owners ard prospective home owners planned to use their
properties more than three times as much during the summer as the winter. The
occupancy rate was calculated to be 65 percent during summer months, but not
more than 20 percent during winter months. This pattern of use also revealed
that few owners planned to use their Latonka homes as permanent residences. A
check of the respondents' answers showed that only 20 respondents planned to
use their homes continucusly during the early years of the development. These
20 residents also account for & little more than half the total winter use
reported. By 1971, therefore, only 25 or 30 of the first 250 homes completed
at Lake Latonka will probably be used as residences.

Use Impacts in Perspective

Because Lake Latonka is a semiprivaté community, only lot owners or their
guests are eligible to use the lake and recreation facilities., Therefore, only
property owners and their friends can initiate and participate in use
activities at Lake Latonka. Although this practice limits the total use impact
that can be generated, the impact is easier to estimate because the population
of users can be determined and sampled.

Conceptually, use impacts are functions of many factors, the most impor-
tant of which are; frequency of visits, duration of each visit, number of
persons in each visiting party, distance traveled by each visiting party, type
of activities pursued, and last but not least, the amcunts spent on ause activi-
ties. In this analysis, use impacts are direct functions of the types, kinds,
and magnitudes of use expenditures.
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The total econcmic impacts of the use activities may or may not accrue
locally. Anything spent in the local area provides the basis for lecal impacts.
Eyxpenditures maie outside the RC&D area contribute to the total--but not the
local--impact. For example, a family owning a lot and residing 50 miles from
the lake can easily pack a picnic lunch, drive to the lake, and remain for the
day without spending anything until they refturn home. Visits by such parties
do not have any direct effect on the locel economy. However, they do hawe a
Zross effect on the larger regional economy, even if it is limited only to the

impact %enerated by the variable cost of operaiing en automobile. On the other
hand, if users spend freely, the total and local impacts generated by expendi-

tures for meals eaten out, recreation, and other purchases may be sizable,
particularly if many users pursue similar activities.

At this point, it should be noted that pn attempt was made to measure,
directly, either the use expenditures or the use impacts associated with the
Tatonka community. Furthermore, while the lot owners’ guestionnaire contained
two sets of valuable use juestions, neither set was specifically designed to
measure use expenditures. Before the use impact analysis could be ccopleted,
it was therefore necessary to; (1) derive a set of use expenditure rates,
based on the findings of other researchers who have attempted to measure use
costs in other areas; and (2} construct a set of use rates for Latonka users.

Two studies relevant to the Lake latonka setting were used. In a study
of Wisconsin vacationers ia 1959, Fine and Werner (2) found that the average
variable use expense per vacationer was $3 to $5 per day--including meals,
lodging, transportation, license fees, and other miscellaneous expenses. This
amount did not inciude investment items, such as boats, tents, trailers, etc.,
which could be used several seasons. Likewise, it &id not include any items
norzally associated with the development, maintenance, or improvement of
vacation properties. The $12 to $20 spent per day, reported by Fine and
Werner, represents the average daily varisble use expense for a party of 4.0
persons while vacationing in Wisconsin.

Another study of vacation home users in Northern Hew England in 1966 re-
ported an average expenditure of $2.17 per person, per day (9). In this study,
the average weekly household expenditure was $66.95 for a party of 4.h persons.
Items specifically included in these variable use expenditures were food,
groceries, meals eaten out, personal expenses, recreation, clothing, transpor-
tation, and other miscellaneous expenditures, including a $5.49-weekly item
fer hired services. Taxes, maintenance, hame furnishings, and major purchases
of recreation eguipment, however, are excluded.

These studies suggested a fine distinction in the classification of use
expenditures that warrants much attention. Simply stated, owner-users may
incur the following types of expenditures: maintenance, variable use, and
special use. :

Everyone is familiar with maintenance expenditures. 14/ These represent
the cost of maintaining & piece of real estate over a period of years, so that
the use level and degree of satisfaction derived from using it is maintained at
a constant level over several years.

14/ Maintenance expenditures were Jdiscussed previously in the subsection
"Maintenance Expenditures and Impacts."
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The other two categories of use expenditures--variable use and special
use--are discussed briefly in the following paragraphs and are examipned in more
detail in the subsections cn "Variable Use Expenditures and Impacts™
"Special Use Expenditures and Tmpacts."

Variable use expenses, by definition, are those which must be incurred on
any visit to a vacation spot such as Iake latonka. Variable use costs are
frequently repeated on each visit. On the other hand, they are not usually
incurred if no visits are made. Purchases of gesoline, oil, food, overnight
public lodging, novelties, and even utilities, while using vacation homes, are
excellent examples of variable use expenditures.

On the basis of the findings reported for Wisconsin and Horthern New
England (1) (2) (9), a conservative estimate of variable use expenses for Lake

Latonka users would be $2.25 per person per day. At first two rates were
thought to be necessary: one for users of properties with homes and a second

for users of properties withoul homes. However, after reviewing all relevant
factors, only one rate was considered necessary since two rates could not be
distinguished from the data available. In the absence of better data, $2.25
per person per day, for both groups, was considered to be the best estimate.

Special use expenditures, on the other hand, primarily are incurred when
durable consumner goods are purchased. These purchases usually enhance the
satisfaction derived from using a vacation property. Purchases of boats,
m~otors, furniture, and other personal property items which weuld not otherwise
‘be bought are good examples of special use purchases. These items will not be
bought unless a family has a vacation spot where they can use tinem, and they
do not necessarily have to be bought, even if a femily acquires a new vacation
spot and uses it.

Special use expenditure rates were also derived from the findings of Fine
and Werner in Wisconsin (1) (2) and of the Bureau of Qutdoor Recreation in
Horthern New England (9) However, on the basis of the use reported by the
Lake Latonka respondents, ample evidence suggests that families builcing homes
at Lake Latonka would spend more on special purchases of personal property
than those not planning to build, and that nonbuilding respondents would spend
at least $100 per year on special purchases of personal property. %The $100-
expenditure, then, is the estimated minimum rate anticipated for users of
properties without homes. The rate for users of properties with homes will be
discussed in detail subsequently.

Variable Use Expenditures and Impacts

Presurvey Period. As described earlier, more than 90 percent (655) of
the respondents answered the set of use questions concerning the period from
April 1965 to February 1967. These respondents reported they made 12,736
visits to Lake Latonka during the period, even though about 42 percent of them
did not buy a lot until 1966. On the basis of their answers to these and
other related juestions, respondents spent approximately $127,360 on variable
use expenses during 1965-67. This estimate was constructed by assuming that
each visiting party spent $10 per visit {$2.25 per person multiplied by %.5
persons per party.
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Assuming that nonrespondents used the lake Latonka facilities to the same
degree as did respondents, all property Owners and their guests would have
incurred approximately 4250,000 of variable use expenses prior to the survey.
The total economic impact generated by these variable use expenditures was
estimated to be equivalent to at least $250,000 but no more than $500,000 of
gross retail seles. This amount is based on the premise that these expendi-
tures have a multiplier effect and that the appropriate multiplier lies
between 1.0 and 2.0.

The local portion of the total variable use impact was similarly
estimated, except it was assumed that 50 percent of the veriable use expendi-
tures were made in the local area. Therefore, as much as $125,000 to $250,000
of the gross econamic activity generated was estimated to bave accrued tc the

RC&D area.

Use of Properties Without Homes. Initially, it was hypothesized that the
presurvey use would be a good indicator of the property use that might be ex.
pected, assuming no homes were built. However, a preliminary analysis of re-
spondents' answers revealed that those planning to build before 1970 were using
their Latonka properties at least twice as freguently as those who bad no plans
to build. Thus, an alternative method of estimating these impacts had to be
devised.

A reexamination of respondents' answers reveasled that 387 owmers, who had
no plans to build, answered the property use guestions for the period prior to
the lot owners' survey. An intensive review of their responses suggested that
the use reported by this group would provide a good basis for estimating the
variable use impacts generated by the users of Latonka properties without homes.

The respondents with no plans to build reported they made 5,268 wisits to
Lake Latonka during the presurvey period. Each visiting pariy contained an
averege of 4.5 persons. The mean number of visits for this group was 1k, com-
pared with 28 for those who appeared most likely to build by 1970.

The variable use cost of the 5,268 visits was estimated at $52,680 or about
$140 per respondent. On an annual adjusted basis, this smount appeared to be
equivalent to about $100 per year, since 58 percent of the lots were purchased
the first year and were used the better part of two vacation seasons.

if no homes were built at Lake Latonka, the maximum variable use expendi-
ture of all users is estimated to lie in a range of $115,000 to $130,000
annually. ;2/ The actual impact of this expenditure cannot be adequately esti-
mated, since the analysis suggests that 250 homes will be started before the
end of 1970 and the use rate appeared to be influenced by the buildup rate.

15/ The smaller number was calculated by multiplying the 1,163 private
properties in the development by $100 and rounding the result to the nearest
$5,000. The larger number was calculated by multiplying the 1,294 owners by
$100 and rounding the answer to the nearest $5,000. In this way, the differ-
ences which result fram two alternative interpretations of respondents' answers

can be shown.
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By 1971, approximately 900 Irroperties without homes will be available for
use by at least 1,000 owners and their guests. Based on responses of owners who
did not plan to build, the arnual use of these 30C properties may be expected
to result in 2t least $90,000 to $100,000 of variable use expendifures. Again
assuming a multiplier in the range of 1.0 to 2.0, the total gross economic im-
pact expected from these variable use expenditures will approach $180,000 to
$200,000 ennually. Since the community is located about 1 hour's ride from the
residences of the users, probably half the totzl impact will acerue to local
businesses in the RC&D area. N

Use of Properties With Homes. Owners were asked how they planned to use
their ¥ operties after they completed a heme. The econcmic impact generated by
this use was estimated on the basis of 173 homes that respondents planned to
build by 1970. The average daily variable use cost for use of these hames was
estimated at $11.50 per day. 16/ Thus, the annual variable use cost for 130
days of reported use per year would be $1,500 per home. For 173 hcmes, the
annual variable us® cost would be approximately $260,000.

About 1971, or during the first year after 250 homes are completed, the
users of a1l Latonka properties with bomes will probably spend about $375,000
annually for varisble use eXpenses. The total expected gross economic imbact
generated by these new activities, therefore, would range from $375,000 to
$750,000 annvally if the appropriate multiplier for these types of expenditures
is 1.0 to 2.0. At least balf the expenditures will probably be made in the
local area. Hence, a proportionate amount of the total impact will also accrue
to businesses in the RC&D area.

Summery for 1965-70. The expected annual varisble use expense rete in-
creases about $1.400 per vear for each name completed at Lake Latonks., This
figure is oased on an estimated annua) variable use expenditure rate of $1,500
per property with & home versus about $100 per property without & hcme. 17/

If no homes were built at Lake Latonkz, the total variable use expense
would be $115,000 to $130,000 per year for the entire development, assuming it
contains 1,150 properties and 1,300 owners, respectively. Thus, the annugl
variable use expenditure is expected to increase $140,000 for each 100 hcmes
completed.

The anmual econcmic impacts generated by the variable use expenditures are
estimated to increasse significantly during the early years of the development.
This increase is primarily attributed to two factors: (1) the increasing.rate
of use expected as the homes are completed; and (2) the rapid buildup planned
and observed during the beginning years of the new community.

16/ Tne estimate is based on the estimated daily variable use cost ($2.25
per person) multiplied by the average size of the visiting party (5.1 People).

17/ 3ince most respondents’ homes are being built by "single-owner" re-
spondents, the $100 rate per respondent per year calenlated earlier also

applies to their- groperties. Thus, for this analysis, the $1,400 net Lncrease
per Year appears to be the best estimate from the data collected.
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Tahle 1€ estimates the annual rates of use expenditures expected, given
different numbers of homes completed at the begimning of each successive 12-
month period. The entries in tke stub column of the table also apply to
successive years of the Lake Latonka development; for example, "0" homes
applies to the first year, "50" homes to the second year, and so forth. After
5 to 7 years, the validity of the second interpretation diminishes becaunse it
is not clear bhow expenditure rates may be affected by the buildup.

Table 16 indicates that accumulated variable use expenses during the first
24 months of the development totaled about $330,000. In fact, however, during
the first 2 years many lots were not available for use until late in the 2-year
pericd. Thus, the actuzl variable use expenditure may have been less than the
amount shown in the table. (o the ofther hand, if an allowance for the variable
use expenses of prospective buyers, who looked but did not buy, is included,
then the actusl variable use expense during the first 2 years might very well
have been equal to, or greater then, the amount shown in Table 16.

Table 16.~-Estimated annual variable use expenditures to be incurred by using
parties based on the number of homes completed at the beginning of any
given year, Lske Latonka, Pa., February 1, 1967 1/

Number of @ Annmual variable use expense - Totzl for
homes : incurred by users of properties : all users
completed : Without homes 2/ : With homes 3/ : Annually : Cumulative
H 1,000 dollars -~
0 : 130 - 130 130
50 s 125 75 200 330
100 : 120 150 270 600
150 : 115 225 340 LT
200 : 110 300 k10 1,350
250 : 105 375 k80 1,830
300 : 100 450 550 2,380
350 : 9% 455 620 3,000

1/ FEstimated for 1,150 properties and 1,300 owners. See tables Al and A3.

g/ Respondents' use rates for the presurvey period suggest that each owner
not planning to build incurs about $100 of variable use expenses annually on
his visits to the community. Thus, the maxismum total variable usze expenge for
2ll owners, assuming no homes are built, is $130,000 per year.

3/ Respondents planning to build at Lake Latonka before 1970 planned to use
their properties about 130 days per year after their homes were completed. The
variable use expense for properties with homes wag estimated at $1,500 per year
per home.

Source: Data in thig table were constructed from the rates of use planned and
reported by Lake Latonka Droperty owners in February and March of 1967. Ex-
penditure rates reported by cottage and vacation home users in Wisconzin (_1_)

and Northern New England () were adjusted and applied to the uge ratesg reported
by Lake Latonka owners.
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The gross econcmic impacts generated by the veriable use expenditures during
the first 5 years of the developent are expected to range from $1,350,000 to
$2,700,000 of business transactions, depending on the magnitude of appropriate
multiplier. The annual average for the first 5 years, therefore, is only
$270,000 to $540,000. Furthermore, the portion accruing to the local areas will
only be sbout half these amounts, assuming that only half the variable use ex~-
penditures are actually made in the local area. 18/

Earlier in this study, 250 hcmes were estimated to be started at ILake
Latonka before the end of calendar year 1970. As soon &8 these homes are com-
Pleted, variable use expenditures for the Lake Latonka community should total
about $480,000 annually. Thus, during the decade of the 1970's, even without
much more hcme develomment, the annual variable use impact could total $1
million annvally, and at least 50 percent of the total is €xXpected to accrue
to local businesses in the RC&D area.

Special Use Expenditures and Impacts

Many new owners must make special purchases of sporting goods, furniture,
or other items of personal property, before they can use their new vacation
properties, either with or without & hame. In this analysis, survey data were
limited to special purchases of home furnishings. However, the 1966 study of
Northern New England vacation home users (9) reported an average of $155 per
hane was spent on sporting goods and another $125 per home was spent on special
purchases of household items such as linens, lawn furniture, and barbecue out-
fits. Thus, an estimate of the impacts generated by special purchages of
personal property, other than furniture, can also be made.

The Lake Latonka survey revealed that those property cwners likely to
build by 1970 planned to spend approximately $2,100 per home on furnishings.
The respondents also indicated that 60 percent of all purchases would be made
in Mercer County (table 17). Since 5 percent of the respondents answering
these questions indicated they did not plan to buy any furniture, it was
calculated that an average of $2,000 would be spent on furnishings for each of
the 250 homes built by 1970--$1,200 of this amount in the RC&D area.

The total impact generated by these Purchases will depend on the magnitude
of the muitiplier associated with these kinds of transactions. JIf the appro-
priate multiplier is again assumed to range from 1.0 to 2.0, the totzl value
of the economic activity generated by home furnishing expenditures would be
between $500,000 and $1,000,000 for the first 250 homes built. The local por-
tion of this impact is estimated to range from $300,000 to $600,000.

18/ Determination of the actual impact on the local economy, however, will

have to be reserved for another study as the data needed to accurately measure
the impacts were not availasble for this analysis.
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Table 17.--Value of home furnishings the owners of 140 respondent properties
planned to buy for their Lake Latonka, Pa., homes, by the proportion they
Planned to buy from merchants in Mercer County, February 1, 1967 1/

Value of purchases from.--

Percentage to be bought:
All places : Mercer County

in Mercer County

Respondent‘®s properties

; Humber Percent Dollars Dollars

None 2/ ==-ccomeaoeee --; 15 10.7 20,200 -
25 T R N N N N T N M 17 12.2 39,500 9,875
50 mmemm——————————— : Lo 28.6 93,300 46,650
75 SRR BT 21 15.0 k2,200 31,650
100 ~m=mmreme—m——r———— : 37 26.4 73,400 73,400
Don't know -—-—-me—mee-- : 10 7.1 28,500 -
Total -t 140 100.0 297,100 161,575
Percentage of total’ - - -- 3/ é60.2

1/ Oady the responses of property owners who were among the group of 269
respondents who planned to build or were likely to bduild by 1970 and who an~
swered the "yalue of the home furnishings” questions are summarized in this
table.

g/ The owners of six of these 15 properties did not plan tc buy furniture.

3/ Adjusted percent based on known data only($161,575 divided by $297,100
minus $28,500).

Source: Lake Latonka Lot Owners® Survey, 1967.

According to the New England and Wisconsin studies (1) (2) (9), Lake
Latonka home users will continue to spend gbout $280 per home per year on
special purchaces of personal property after their second homes are completed
and furnished. Hence, after 250 homes are completed, the users will probably
be spending about $70,000 annually for such items as boats, motors, lawn mowers,
barbecue outfits, etc. These special use expenditures could conceivably generate
;g;lequivalent of $140,000 of business activity annually beginning about 1970 or

The users of Lake Latonka properties without homes are 2lso expected to
make similar purchases. If the users of 900 Lake Latonka properties without
homes in 1970 spend the equivalent of $100 per property per year for boats,
motors, barbecue outfits, and similar items, an additional $90,000 to $180,000
of business activity could be generated annually.

Totaling the lesser of these two categories of expenditures ($70,000 ana
$90,000), special purchases of personal property other than home furnishings
will probably total at least $160,000 annually for the Lake Latonka commui ty
beginning about 1970. Gross and local economic getivities resulting from these
expenditures were estimated on the same basis as were other expenditures noted
in preceding sections. Thus, the total economic impacts generated by special
use expenditures, other than new home furnishings, will range from $160,000 to
$320,000 of gross econcmic activity annually during the first 10 years of the
Latonka community. The local portions of these economic impacts are expected
to range from $80,000 to $160,000 annually during the 10-year period.
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Inpacts of Demand for Public Services

Most sponsors of the Penn Soil RC&D project are local officiels and
businessmen who want to know what funds the county, township, and school dis-
triet governmenis will have to spend on additiongl public services for new
second-hcme communities during the first 5 or 10 years of each development.
Although it was guite clear who was supposed to provide the various services
in the Lake Latonka communify, local officials recognized that a big difference
often exists between theory and practice. Therefore, how could local government
officials be certain that iake Latonka was not just another residential sub-
division that would demand many new services from the established governments?
And if these demands should occur, what impact would they have on the tax
structures of the local governments?

In 1965 and 1966, school officials were understandably concerned. The
developer's plan contained no provisions for schools, but many of the new homes
being built at the lake looked like permanent residences and many school-age
children were observed using the facilities.

In addition to the school question, local officials in adjacent communities
had reservations abont the adeguacy of the utilities being installed at Lake
Latonka. All services, ejcept gas, electric, and telephone utilities, were
supposed to be provided internally by the comminity. But were adequate facili~
ties being installed?

The development company provided the water supply and distribution system,
but would these systems be adequate for all the homes that might be built? The
developer built the streets, but would the annual fee the lot owners agreed to
pay be sufficient to maintain the roads? The developer made it clear that the
lot owners must provide their own septic tanks, bui would the onsite systems
function satisfactorily? The developer also provided a legal framework for &
Lake Latonka community govermment, but would the new lot owners' association
ever be able to obtain the necessary majority vote for any needed action?
Obviously, many issues might eventuzlly have to be resolved by the collective
action of Lake Latonkas and adjacent communities. Unfortunately, these actions
could be frustrating, time consuming, and expensive for all couniy taxpayers--
including those at Lake Latonka, At least, the basis for public concern seemed
to be real.

In all fairness to the lake Latonka lot owners, it can be argued that the
adjacent communities should provide the new comminity with 2ll of the usual
public services that adjacent communities enjoy, since Lake Latonks property
owners pay the same taxes as other properfy owners in Mercer County. On the
other hand, citizens in the adjacent communities may argue that double tax-
ation is the price that Lake Latonka property owners must pay to keep their
second home community semiprivate. Nonowners, therefore, may contend that the
Lake Latonka comminify must provide for its own internsal needs if these services
can be used only by owners and their friends, just as a country club pays the
customary taxes levied on 2ll properties in the district of which the club is
a part.
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When this study was initiated, public school enrollments for the Ieke
Iatonke development could he readily determined from public records. The
aveilebility of such data was fortunate, since sudden ibncreases in school
enrollments often represent the first and most serious public service impacis
that accruve to small rural taxing districts when rapid development occurs.
However, estimates of other potentizl comminity service meeds could not be
made without further research. Conseguently, only the school enrollment
impact could he measured at this time.

School Enrollment Impact. Tne data for this phase of the analysis came
fron several sources. The county superintendent of schools provided school
enrollment figures. Information regarding the children in the families of
former owners of the Iatonka site was ohtzined from acquaintences and
neighbors in Mercer County. The imta on home huiiding plans and the numbers
of school-age children in the families of Lake Latonka property owners were
obtained from the guestionnaires returned by the lot owners.

Of the 289 houscholds considered most likely to build by 1970, 130 had
childrea, but only 17 of these households planned to build permanent
residences. The remaining 159 families reported they had no schcol-zge
children living at home.

The 17 families with children who Dlanned to huild permanent homes had
38 children among them, Of these, 11 children were under 6 years, 12 were 6
to 12 years, and 15 were 13 to 18 years of age on February 1, 1967.

The gain of children for the total developmeni, based on the assumpiion
that the 689 respondents represent 60 percent of all Lake Latonke owners, would
be as follows: 18 children under 6 years of age, 19 children 6 to 12 years,
and 24 children 13 to 18 years of age. The total is 61 children of all eges,
as of February 1, 1967. The net gain expected is eaual to the gain of 61
children from Lake Latonka minus the loss of 10 children from the households of
former osners who sold cut and moved. The net gain of 51 children also repre-
sents the best estimate of the total school enroliment impact for the local
school districts in 1970,

Based on the composition of the families responding to the guestionnaire,
the families of all respondents and nonrespondents would probably contain
approximately 1,800 school-age children in 1970. Thus, the 50 or 60 children
requiring classroom space would represent less than 3 percent of the estimated
porulation of school children in the families of all owners. These figures
indicate why local school officials were concerned when they observed so many
children splashing in the lake the first summer.

On the basis of the foregoing findings, the Lake Iatonks community would
not overload established public school systems hefore 1970, 1975, or ever, so
long as the new community remained primarily a secopd-hot.: community.
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When these findings werz presented £o0 the local schoal officials in the
231 of 1968, they indicated that their experiences through the beginning of
the 1968 school year confirmed the findings. They also pointed out enother
interesting phencmenon. According to the school enrollment siatistics for
Mercer and Lakeview Districts, the crest of ihe wave of posi-¥World War IT
babies passed through loczl public school Systems about the tire Lake Latonka
was started. Therefore, by 1970, school enrollments in the two districts were
expected to be 2 to 5 percent below the 1965-66 peak without a Lake Latonka
development. By the fall of 1968, even with at least 100 homes completed at
Tatorka, school enroliments in the fwo distriets had actuslly dropped off from
the 1965 peak. Thus, the new community would probably have to send at least
10C children to local public schools in 1970 to compensate for the psturat
attrition expected in Mercer and Lekevies Districts during the pericd.

A rigorous analysis of the demand for other public services could not be
wade withont additionel research. However, from ovservations made during the
course of this study, it appears that the privete owners will make few, if any,
significant demands on adjacent communities for additiopnz) public services
during 1970-75. Projections cannot be made sboui the post-1975 period because
the planning horizon revealed by owners was limited %0 a maximum of 5 to 7
years. Respondents' plans beyond that time frame were merely ideas.
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Table A1,--Tnzber of cwners of respendeni, nonresvpndent, aed refusal properties,
lake Latonka, Pa., by tyme of property, Fevruary 1, 1967

Timber of owners of ——

Type of property Respondent : Nonresvondent : Refusal :
: properties :  properties : properties : Total
Single-lot, single-owner _ 505 317 21 8Ll
Multi-lot, single-owner --: 120 77 i 6 i 203
Single-lot, milti-owner --: 2/ 119 55 L 178
¥ulti-lot, multi-owmer -—: 2/ 29 23 6 58
A1l types —-----—---—-o-' ¢! 472 37 3/ 1,283

1/ 1Includes Latonka Marine Club, which was not surveyed since it was
considered to an abtypical proverty.

g/ Hot all of these owners returned gquestionnaires. However, by defiaition,
if ene cwner of a multi-owner property responded, the property was classified
as a respondent property. Only 68 of the 119 single-lo%, mulii-owner property
owners and 23 of the 29 mulii-lot, multi-owner respondent property owners
returned completed guestionnaires.

3/ These 1,283 owners controlled 1,52 lots, which had been ccmbined into
1,152 properties.

Source: Iake Latonka Lot Quners' Survey, 1967.

Table A2.--lmber of lots included in respondeni, nonrespondent, and refusal
properties, Lake Latonka, Pa., by Uype of property, February 1, 1967

lumber of lots included in--

Tyve of property Respondent : Nonrespondent : Refusal :
: properiies : properties : properiies : JOCAL
Single-lot, single-ocwner _: 506 317 21 8Ll
Multi-lot, single-owner --; 322 197 i/ 1k 1/ 533
Single-lot, multi-owner --: 50 26 2 78
Multi-lot, multi-owner --—: 3% 24 11 69
T Y R — : 912 561 i/ 18 1/ 1,524

1/ JIncludes three lots owned by the Latonka Marine Club. This property
was not surveyed by the questionnaire.

2{ The developer divided all bui 90 acres of the 1,275-acre sgite into
1,600 lots and a 270-acre lake. On February 1, 1967, 65 lots vere retained
as common properiies and 11 lots were controlled by unidentified owners.
These 76 lots plus the three owned by the Marine Club were the only ones in
the subdivision not surveyed by the mailed questionnsire.

Source: Lake Latonka Lot Owners' Survey, 1967.
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Teble Al.--Nurber of properiies clessified as respondent, nonrespondent, and
refusal properties, Lake latonka, Pa., by type of property, February 1, 1967

husber of properties classified as..-

Tyve of property : Respondent : Hoarespondent : Refusal ¢ Total

: properties ; properiies : properties :
Single-1ot, single-ocwner -: 506 N7 21 8kl
¥ulti-lot, single-owner --: 120 77 i/ 6 i/ 203
Singie-lot, multi-ouner --: 50 26 2 78
Multi-lot, multi-owner ---: 13 11 3 27
Total — 689 431 1/ 32 i/ 1,152

1/ Tncludes Latonka Marine Club, which is one properiy camprised of three
lots and one cwner.

Source: Lake Latonka Lot Owners' Survey, 1967.

Teble AlY.--Estimated site ascquisition and development costs incurred by the
development company, Lake Tatonka, Pa., fiscal years 1965-70

Ttem :l96‘5;1966=1967;1968;l969;1970;i'0tal
: 1,000 dollars -
Site selection ~——-—-: 65 0 0 0 0 0 65
Land purchase: :
1,275 acres —eea——wa: 1435 0 0 0 0 0 435
Design, iayout, and :
subdivision ——ee--=: 100 50 0 0 o 0 150
Lake construction: :
Dam : 200 50 0 0 0 0 250
Dem repair 1f —-—--: 0 0 150 0 0 0 150
Site clearance —---; €0 4] a5 0 0 4] 75
Beach ares ——ew—a—-: 25 0 ) 0 0 0 25
Service facilities:
Roads ~=m——we—eowea: 100 50 50 o) 0 0 200
Water system --—---2 150 100 50 0 0 o) 300
Recreation areas ~-: 30 ko 30 0 0 0 00
Sales an@ promotion:
Commissions ———«e - 50 250 100 0 0 0 koo
Advertising wee—e—=; 50 250 100 0 0 0 500
Overhead: :
Management ~--—- ——— 50 100 75 25 0 0 250
Capital costs —we=—: 25 50 20 25 o) o) 150
Other - : 10 10 10 10 10 0 50
Total 2/ ----=--= 1,350 950 630 60 10 0 3,000

1/ Dam broke in the fall of 1960 and the spillway section had to be rebujlt.

g/ These totals represent estimates of the company’s costs only. They do not
include any allowance for costis incurred by government agencies, utility com-
panies, lot buyers, or other commercial interests.

Source: USDA estimates, as revised in December 1968.
50
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Teble A5 .--Estimeted development costs incurred by cormercial enterprises end
goverrment agencies, Lake Latonka, Pa., fiscal years 1965-70 i/
Organization  : 1965 : 1956 s 1967 : 1968 : 1960 : 1970 : Total
Py—— ——----1,000 doilers—--—-- =

Compercial 2/ =ew——m- : 150 L85 75 75 75 75 935
(a8 s—awa—me—me—e——z 50 100 25 25 25 25 250
Electric -=--- ————=z 50 150 25 25 25 25 300
Telephong =—=——--=-: 50 i35 25 25 25 25 285
Other z 0 100 0 0 0 0 100
Government: 3/ cammmans 20 15 10 10 5 5 65
Federal ---—-ec—a-3 3 2 0 0 0 0 5
State : 5 5 0 0 0 0 10
County =—-=——c=—u-- : 5 5 5 5 0 0 20
e : 3 3 2 2 0 0 10
other f ~-cacmeeee : b 0 3 3 5 5 20
Total —--———===n -t 170 500 85 85 80 8 1,000

1./ These estimates were developed by experts in USDA, and do not include any
of the development costs imcurred by the development compeny or the lot buyers.

2/ Does not irclude any allowence for the undeveloped GO-acre tract, the
water company installed by the developer, or the homes built by the lot buyers.

3/ Many of the govermment expenditures involve hidden costs, such as those
jncurred for health and safety inspections; service changes including rosd
relocation, school bus routes, and record keeping; and other expenses involiving
technical assistance for the plauning of new services.

L/ Miscellsneous expenses not included elsewhere.

Source: USDA estimates, as revised in December 1968.
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Table AG.--Amount and percentage of the reported purchase prices paid down and financed for 569
respondent properties at Lake Latonke, Pe., by respondent's place of residence, February 1, 1967 1/

Respondent’s residence \ Paid down : Financed : Totalpsgzghase
: 1,000 1,000 1,000
1 dollars Percent dollars Percent dollars Percenl
Within RCED Breh ~enmmmemme-e-amene ——— 229 20.1 107 12.8 336 17.0
Mercer County ---veemecamcacaaa-- m———t 196 17.3 a2 11.1 288 14.6
Mercer =emermamamaacacaanns mammaamany (120) (10.6) (k2 5.1) (162) 8.3
Grove City -a--- wamemamaanaan —————— Els\ 51.3; (2 0.2; (17 O'E
Rest of Mercer County =w-s-mmammmaag 61) 5,1 (48 5,8 (109 5. |
Crawford County w------= mmm e 22 1.9 5 0.5 27 1.3 |
Venango CounNty ~ececccaa- M- a—-———— : 11 0.9 10 1.2 21 1.1
Outside ROYD Bred -=--m--ncnnamaan —e——-t 910 799 725 87.2 1,635 83.0
Pittsburgh, Pa, =--weccama-- ammnay 281 .7 220 26.4 501 25.4
other wwwmam-- e e o e e o § 629 55.2 505 ' 60.8 1,134 57.6
Total ~wwemrmmwmmwemomeencemeemeesl 3,139 100.0 832 100.0 1,971 100.0
Percentage of tobal =~wrmewrmmacmwnne-? 57.8 - k2.2 -n 100.0 -

1/ The owners of the 689 respondent properties paid $2,3206,937 for their lots. However, the owners of
120 of the 689 respondent properties paid $355,955 for their lots, but did hot report the percentoge
paid down. The owners of the remaining 569 respondent properties paid $1,970,982 for them. Thelr
responses revealed that only seven of these hcmesites were totally finanhced, 533 were partially
financed, and 229 were not financed.

Source: Lake Iatonke Lot Owners' Survey, 1967, and Mercer County records.




Table AT.--Anticipated financing for 159 hames, Iake latonka Pe., by respondent's
place of residence,Pebruary 1, 1967 1f

: : : Estimated Bome
Kespondent's residence . Not financed : Financed :+ construction

: : costs 2/

s 1,000 1,000 1,000
: dollars Percent dollers Fercent dollars FPercent
Within RCED 8rea —ee=emmeeet ik 118 3.5 257 13.9
Mercer County —e—e——seem—w: 106 11.0 89 10.1 195 10.5
Mercer :  (56) (5.8) (34) (3.9y (90) (L.9)
Grove City ~e-srsscssasa; (2) (0.2; (6) (0.6) (3) (0.4}
Rest of Mercer County —: (48) (5.0 (49) (5.6) (97) (5.2)
Crawford County ——eeceeome: 21 2.2 13 1.5 34 1.9
Venango County =s-ee—seewet 12 1.2 16 1.8 28 1.5
Ouiside RCED ares —e=ceeaa—- : 831 85.6 76k 8.6 1 595 86.1
Pittsburgh, Pa. =wewemceeeas 28 22k 330 37.% 29.6
Other : 613 63.2 43k 49.2 ,oh?' 56.5
Total 2 910 100.0 882 300.0 1,852  100.0
Percentage of total . 52.b -~ 7.6 - 100.0 --

1/ The owners of only 203 of the 609 respondent properties indicated the cost
($2,382,500) of the homes they planned to comsstruct at Lake Latonka. However, the
owners of onty 159 of ihese properties also indicated how they planned to finance
the 41,852,50C of construciion costs they planned to incur. Their responses revealed
that six of these hemes would be totally financed, 119 would be patriially financed,
and 3% would reguire no financing.

2/ The median values of the home cost categories checked on the questionnaires
by each respondent were used to construct vailues displayed in this table.

Source: Lake Latenka Lot Owners' Survey, 1967, and Mercer County records.

Table AB.--Assessed valuation of all real estate in Coolspring and Jackson Townships
and in Mercer County, Pa., 1960-68 1/

m-

Year * *Coolspring *  Jackson tcznoﬁll:ips * Mercer County
: 1,000 doliars —--
1960 woomsnsmnaas 937 560 1,k97 135,525
1961 rmrecuncona: 1,037 577 1’61"" 11‘0’220
1%2 A A A A A A e D 1,0?& 581" 1’658 1h3’503
1963 memmmmomowe: 1,142 598 1,740 147,911
106L —omeeeeeee : 1,155 1,753 150,048
1965 wommmomuuen: 1,187 Og 1,782 155,902
1966 wememomewen: 1,355 1,085 2,440 158,084
1967 wemonmmmwes: 1,83k L1,247 3,081 164,619
1968 wevvwmmmaue: 1,023 1,324 3,237 167,22

1/ Assessed valuations in Mercer County are assumed to be equal to one-third of 80
percent of the estimated market value of the property.

Source: Mercer County, Pa., records.
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Table AD.--Assessed valuation of all real estate in Mercer Area and Lakeview
School Districts spd in all school districts of HMercer County, Pr., 1960-68

: 3 Mercer : Both : Mercer
Year : Lakeview area : districts : County

: - am== 1,000 dodlars
1960 scccccaana; 5,572 6,823 12,395 135,525
1961 =emmcmmae- : 5,687 7,176 12,863 140,220
1962 ~mvammmm—— : 5,748 7,305 13,053 143,503
1963 ~ewreamem- : 5,889 7,538 13,h27 147,911
1960 —mamanaaan; 5,919 7,725 13,604 150,048
1965 wmmramoac=; 6,038 8,013 1k,051 154,902
1966 =mmmammans : 6,654 8,427 15,081 158,084
1967 =mmmamamen : 6,905 9,097 16,002 164,619
1968 —ccccccaaa : 7,079 9,269 16,348 167,412

Source: Mercer Counfy, Pa., records.

Teble AlQ.--Estimated rea) estate taxes levied on taxable property in Cooslpring
and Jackson Townships and in Mercer Counfy, Pa., 1960-68 1/

Year v Coolspring ' Jackson tojg:::llzips Cifiz:;ra/
- ~e== 1,000 dollars

1960 mmmmmmmmnm : b1 30 7 6,709
1723 : g 33 82 7,121
1062 =wmmmmmman; 19 33 82 7,855
1963 ---mmna--- : 51 33 8l 8,075
164 wammaaanna : S5k 35 89 8,421
1965 ~mccmcuman : 63 38 201 8,774
Y J— 72 69 k1 9,527
1967 mmrnmmanna : 97 80 177 10,00
1968 ~eammmmemmms 115 85 200 131,111

i Includes Three taxes: counby, scoool GiSLTict, and LOWASHID Or
borough. Approximately 60 percent of the total tax, however, is levied by
the school districts.

2/ calsulated by multiplying the reported tax rates by the assessed
valuations in each district.

Source: Mercer County, Ps., records.
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Table All.--Estimated school taxes levied on taxable property in Mercer fAres
and Lakeview School Districts and in all school districts of Mercer County,

Pa., 1960-68

Year . Lskeview | "’3'22’ | ateeeiets s c!:ue:ct}efrlf

:----——----——---—-----—--- 1,000 dollarg ----- - -
1960 ----------i 150 22k 7L 3,879
1961 ------—---: 163 2ho 403 %,685
1962 ------—---: 209 271 486 5,007
1063 - mwemmmnnnt 232 275 507 5,221
1964 —mmoamnan 255 274 529 5,436
1965 ==--ommome 278 272 550 5,650
1966 —rommememm: 306 337 643 6,333
3 ;3 3k 682 6,685
1968 weomemcnnn 326 a7 743 7,287

y Calculated by multiplying the reported itax rate by the assessed valustion
in each school district.

Source: Mercer Counfy, Pa., records.
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