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City-County Consolidation and the
Rebuilding of Image: The Fiscal Lessons
from Indianapolis’s UniGov Program

Mark S. Rosentraub

growth, as well as in those that strug-

gle to attract development, commu-
nity leaders frequently discuss the need for
new governance systems to meet the complex
problems generated by development or its
absence. The search for reforms for any area
usually includes an assessment of Indianap-
olis’s experience with unified government, or
UniGov. Indianapolis was not the first city to
be joined to suburban areas but was one of
three major consolidation, or merger, experi-
ments in the 1960s and 1970s. The relevancy
of Indianapolis’ effort to today’s New Re-
gionalism lies in its objective to facilitate ac-
tivities that would permit a diverse commu-
nity or set of communities to achieve citywide,
if not regional, goals (Nunn and Rosentraub
1997; ACIR 1987; 1988; 1992). Indianap-
olis’ specific contribution to the experiment
in governance models was a city-county con-
solidation program that concentrated a lim-
ited or select group of urban services at the
regional (defined as county) level while per-
mitting most other critical urban services to
be delivered by administrations and agencies

IN REGIONS THAT seek to manage rapid

The author thanks Mary Kirlin, Roger Parks, and Wil-
liam Blomquist for their helpful suggestions and com-
ments.
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serving different, often much smaller, areas
within the county. Today, as many other cit-
ies and communities enter an era of renewed
interest in regionalism, the lessons learned
from Indianapolis’s experierice may be quite
valuable.

No single article can adequately review
the 30 years of UniGov and its effect on all
aspects of Indianapolis, Marion County, and
central Indiana. This article examines two
intertwined goals established for Indianapo-
lis at the time UniGov was implemented and
the relationship of the new governance pro-
gram to the progress made toward these goals.
Discussed here are Indianapolis’s experiences
and the lessons learned for other communi-
ties that are debating governance structures.

In the 1960s, Indianapolis’s leadership was
focused on improving the city’ image and re-
building the downtown area, which needed
substantial attention. Assessments of the state
of Indianapolis and its downtown area varied,
but few if any were positive. At one extreme
Indianapolis was seen as dirty and unsafe,
dominated by bigotry, and an undesirable
place to visit. A chamber of commerce study
in the 1970s described Indianapolis as hav
ing no image (Walls 1999); others describec
Indianapolis as “IndianaNOplace,” “India
NOplace,” or a “cemetery with lights” (Hud
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nut 1995). Although it is probably inaccurate
to report that the goal of UniGov was to re-
develop downtown Indianapolis and change
the city’s image, it is fair to conclude that el-
evating the city’s national image, improving
its prestige, and making downtown India-
napolis an attractive destination for people
were goals (Kirch 1973; Owen and Willbern
1985; Blomquist and Parks 1995; Walcott
1998).

Consolidated Government,
Indianapolis Style

Politics {local, regional, and state), culture (the
desired scale, scope, and role of government
or the public sector in civic life), fear (racism
and fiscal zoning}, and orientations toward
governance {single or large government struc-
tures serving regions versus small systems
serving the residents of limited areas) define
the development of any governing system. Uni-
Gov was a product of each of these factors
in Indianapolis’s culture, and it is the rela-
tionship of UniGov’s overall structure to the
goals of downtown development and to In-
dianapolis’s image that is examined here.
UniGov redefined the size of the city. In
1960, with a population of 476,258 spread
across 71 square miles, Indiana was the 26th
largest city in the country. Although more
than two-thirds of the county’s population
lived in the city in 1960, suburbanization
was accelerating; by 1990, had the consol-
idation program not been implemented, less
than half of the county’ residents would have
called Indianapolis home. Without consol-
idation, Indianapolis would have been the
47th largest city in the United States in 1990.
The diminished demographic importance
of Indianapolis necessitated a change to under-
score the city’ role in the region. As a con-
solidated city, Indianapolis in 1996 was the
12th largest city in the nation, despite rel-
atively modest population growth within its
expanded boundaries (U.S. Bureau of the Cen-
sus 1996). Although population size or rank
may not necessarily attract economic devel-
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opment, leadership, or human capital, many
believe that size and scale are associated with
development (Kotler, Haider, and Rein 1993;
Hudnut 1995).

UniGov also was a mechanism for increas-
ing the total assessed value of property with-
in the city, permitting more debt to be negoti-
ated for redevelopment or any other activity.
Among some of the participants who drafted
the UniGov legislation, this increased access
to capital was seen as the key benefit from a
consolidated government.

Structurally, UniGov is a multilayered lo-
cal government system under which author-
ity for economic development, public works,
parks, transportation, and some elements of
public safety is transferred to the county {or
regional} level—the first layer in a multitiered
structure, Services are delivered by units of
varying size that existed prior to the passage
of UniGov (including several that were al-
ready countywide but organized as special dis-
tricts). The compound governance system of
UniGov offers many of the attributes of re-
gional cooperation while preserving local con-
trol of other basic municipal services.

For example, within UniGov, the overarch-
ing Department of Metropolitan Development
decides key economic development issues, in-
cluding area plans, land use, and zoning mat-
ters. In addition, the former mayor of In-
dianapolis is the chief executive officer for
the county. Within the consolidated govern-
ment, however, are independent cities as well
as numerous school districts, townships, parks
departments, police departments, and fire de-
partments,

UniGov includes a consolidated city-county
government, four independent cities, and more
than 50 other units of local government. Beech
Grove, Lawrence, Southport, and the town
of Speedway were excluded from consoli-
dation and have separately elected officials;
these independent municipalities provide fire
and police protection and park services to
their residents. Beech Grove and Speedway
also have separate school districts. For some
time, each of these municipalities even re-
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tained their own water companies.' The con-
solidated government is the final authority
for tand use and economic development pro-
grams for the entire county, and the indepen-
dent municipalities must work with the De-
partment of Metropolitan Development.?
The UniGov plan left the township struc-
ture of local government intact, There are
nine townships in Marion County, and each
is responsible for emergency relief (welfare)
programs. In addition, some townships also
provide fire protection and ambulance ser-
vice. Elected assessors from each township
also perform property assessment.
Currently, the almost 1 million residents
of consolidated Indianapolis are served by 11
school districts, more than 10 police depart-
ments, 8 fire departments, and 20 special ser-
vice districts. The overlapping jurisdictions of
these different service units yield more than
85 different taxing districts within the con-
solidated city. Each of these districts has a
combined property tax rate that differs from
that in any other area. There were 23 cities
and towns that existed prior to the imple-
mentation of UniGov; afterwards, there were
but § cities and towns but no change in the
number of townships {9), school districts (11},
police departments (7), plus several small areas

with patrol functions provided by small or
private police departments), or fire depart-
ments (8). The number of special districts ac-
tually increased from 16 to 20 (see Table 1).
The dimensions of UniGov are best illus-
trated by the sizes of the different tiers. For
example, Indianapolis provides street main-
tenance services for all residents of the con-
solidated city, but the independent cities {with
far smaller populations) are responsible for
their own streets and parks. Indianapolis pro-
vides police and fire services for the residents
of its pre-UniGov service boundaries. Resi-
dents of areas beyond the old city of India-
napolis retained the right to receive police
services from the sheriff’s department or to
select another provider. Several of these ar-
eas contract with private companies for po-
lice patrols. Those areas that utilize private
firms for police patrol functions rely on the
sheriffs department for other policing ser-
vices, including criminal investigations.
The Indianapolis Fire Department also pro-
vides services to the residents of its pre-Uni-
Gov service boundaries, whereas fire depart-
ments with service boundaries matching those
of their respective townships supply service
to residents in areas that joined Indianapo-
lis as part of the UniGov program. Some of

Table 1: An Qverview of Local Government in Indianapolis

City County Council {with 29 members) replaces the Marion County Council and the City Council of Indianapolis.
Mayor of Indianapolis becomes chief elected official for the county, appointing all heads of UniGov departments.

UniGov departments include administration, metropolitan development, public works, parks and recreation, public
safety {limited to (ndmnapohs police and fire departments; others remained mdependent}, and transportatlon

In |anapo is Sanltary Dlstnct lndlanapohs—Manon County Library Board ea th and Hospita( Corporatlon lndlanapo-
lis Hausing Authority, Indianapolis Airport Authority, Capital Improvements Board {convention center and professional
sports venues)

Separately elected assessor, auditor, clerk, coroner, prosecutor, recorder, sheriff, surveyor, and treasurer; Marion County
Board of Voter Registration; Marion County Election Board; assessor, auditor, and treasurer serve as Marion County
commissioners

9 townsh|ps 11 school districts, 10 fire departments at ieast 7 police departments
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the independent cities also maintain their
own fire departments. The delivery of these
traditional urban services thus constitutes
another aspect of the tiered government with-
in UniGov, and the service boundaries and
number of delivery units roughly correspond
to what existed prior to the implementation
of the UniGov system.?

Rebuilding Downtown Indianapolis

During UniGov initial years, staff in the De-
partment of Metropolitan Development draft-
ed a new master plan for the redevelopment
of downtown Indianapolis. To provide tech-
nical and logistical support to businesses re-
locating to the downtown area, an economic
development corporation was created. Other
organizations were created to market the city
as a venue for sports events and amateur
sports organizations and to improve the im-
age of Indianapolis in the national media.
The regions elite were recruited to work with
the Department of Metropolitan Develop-
ment in its effort to revitalize Indianapolis
through an affiliated nonprofit organization,
the Greater Indianapolis Progress Commit-
tee. Private foundations provided grants and
start-up funds for some organizations.

In terms of the physical plan for downtown
revitalization, a new building was erected
to house the consolidated government, and
Market Square Arena opened in 1974 as the
16,950-seat home for the Indiana Pacers. Al-
though it is quite likely that the former would
have been developed without the creation of
a new governing structure, the establishment
of Market Square Arena in downtown India-
napolis was a direct result of UniGov and the
downtown development plan. Without Uni-
Goy, the facility likely would have been built
in a more suburban location—the pattern for
arena construction at the time, The decision
to locate in a downtown area was a substan-
tial break from the conventional trend for
teams in the 1970s (Rosentraub 1999).

In 1974-99 more than 50 major develop-
ment projects for the downtown area were

Fall 2000

City-County Consolidation

initiated. The state of Indiana developed its
new Government Center at a cost of $264 mil-
lion, and Indiana University’ investment in its
Indianapolis campus was more than $230 mil-
lion. Seven projects were related to the sports
identity that Indianapolis hoped to establish.
In 1984 Indianapolis opened the 61,000-seat
Hoosier Dome that became the home for the
Indianapolis Colts. Other new sports facili-
ties included a tennis stadium for the annual
professional hard-court championships, the
Indiana University Natatorium, the Indiana
University Track and Field Stadium, the Velo-
drome (bicycle racing), and the National In-
stitute for Fitness and Sports. By 1989 seven
national organizations and two international
organizations had moved their governing of-
fices to Indianapolis.* In 1999 the NCAA
moved its headquarters to Indianapolis.
Table 2 illustrates several important points.
First, more than $3 billion worth of capital
development was invested in downtown In-
dianapolis. This represented a substantial com-
mitment of funds targeted to a specific area
and in support of a tightly designed policy
program. Second, more than half of the funds
invested {53.6 percent) were from the private
sector, Third, the nonprofit sector was also
an active participant responsible for almost
$1 of every $10 invested. Taken together, then,
the private and nonprofit sectors were re-
sponsible for approximately two-thirds of the
funds invested. Fourth, the City of Indianap-
olis’s investment amounted to less than one-
fifth of the total investment. Fifth, the invest-
ment by the state of Indiana and Indiana
University® was virtually equal to the expen-
diture made by the City of Indianapolis. As
a result, the City of Indianapolis was quite
successful in leveraging funds for its redevel-
opment strategy. Basically, a $3.2 billion re-
building program for the downtown area was
secured with approximately $550 million from
the City of Indianapolis. For every dollar in-
vested, the city was able to leverage approx-
imately $5.82. The Indianapolis downtown
area that people visit today is far different and
a vast improvement from the one described
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Table 2: Sources of Funds for Selected Downtown Econemic Development Projects

Source of Funds
Philan-

Projects Year Federal | State City Private thropic Total
Market Square Arena 1974 0 Q 16.0 0 0 16.0
Children's Museum 1976 u] 0 0 0 25.0 250
Hyatt Hotel/Bank 1977 0 o 0 55.0 0 55.0
Sports Center 1979 o 0 4.0 1.5 1.5 70
Indiana Theater 1980 15 Q 0 4.5 0 6.0
Capitol Tunnel 1982 1.4 0 0 0 0 1.4
Indiana University Track

] and Field Stadium 1982 0 19 0 0 4 5.9
Indiana University
Natatorium 1982 1.5 7.0 0 0 13.0 215
Velodrome 1982 0.5 0 1. Q 1.1 2.7
2W.Washington Offices 1982 1.2 0 0 11.8 0 13.0
1 N.Capitol Offices 1982 32 0 0 10.4 0 13.6
Hoosier Dome 1984 0 0 48.0 4] 30.0 78.0
Lower Canal Apartrments 1985 79 0 103 0 20 20.2
Heliport 1985 2.5 0.1 06 24 0 5.6
Walker Building 1985 2.0 0 0 0 1.4 34
Embassy Suite Hoteal 1685 6.45 0 0 250 0 315
Lockerbie Market 1986 1.8 o 0 14,0 0 15.8
Union Station 1986 16.3 0 1 36.0 0 533
City Market 1986 ] o] 0 0 4.7 4.7
Pan Am Plaza 1987 [v] 0 5.7 25.0 4.5 352
Lockfield Apartiments 1987 0 0 0.6 246 0 25.2
Canal Overlook
Apartments 1988 4] 0 0 11.0 0 11.0
Zoa 1988 0 0 0 0 37.5 375
National Institute of Sports 1988 Q 3.0 3.0 4] 30 9.0
Eiteljorg Museum 1989 0 0 0 0 60.0 60.0
Westin Hotel 1989 05 ] o 65.0 0 65.5
Indiana University 1975-90 0 231.0 0 0 0 2310
Farm Bureau 1992 Q o] 4] [¢] 36.0 36.0
State Office Center 1992 0 2640 0 Q 0 264.0
Lilly Corporate Expansion 1992 0 0 0 242 Q 242.0
Circle Centre Mall 1995 4] 4] 2900 0 10.0 300.0
Other Projects 1974-98 0 0 0 1,066.9 0 1,066.9
Property Tax Abatements 1974-98 v} a 98.0 V] 0 98.0
Victory Field 1597 5.0 9.0 9.0 23.0
Conseco Fieldhouse 1999 38.0 71.0 69.0 178.0
USA Funds 16.6 16.6
NCAA Headquarters 1999 5.0 70.0 75.0
Total 46.7 555.0 558.3 1,689.8 303.7 3,153.5
Percent 1.5 17.6 17.7 53.6 9.6 100

Source: All data are from the construction casts and financing records maintained by the Department of Matropolitan Development,
City of indianapolis.

Motes: Numbers are millions of ¢onstant dotlars. This list of downtown projects is not comprehensive and does notinclude other
investments where a property tax abatement was not provided, Some developments (the city’s monuments, new fire stations, etc.)
would have occurred regardless of a new downtown strategy, so wese not considered here.
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in unflattering terms by critics in earlier de-
cades (Hudnut 1995).

Consolidating Indianapolis with its sur-
rounding suburban areas inside Marion
County offered the potential for financing
the public costs of the redevelopment plan
across a diverse and affluent tax base. Al-
though UniGov provided for tax integration,
it actually maintained some separation be-
tween important components of its property
tax base. Failure to integrate property taxes
into the consolidated government’s fiscal struc-
ture would produce a set of regressive and un-
fair or unbalanced outcomes with regard to
the burden of financing the redevelopment
program. In terms of the fiscal outcomes
from Indianapolis’s consolidation program~
and the implications for other communities
evaluating new governance structures—it is
necessary to distinguish those projects fi-
nanced across the wide expanse of the county’
tax base from those that drew their support
from the property taxes of Center Township
and the old city of Indianapolis.

Redevelopment Supported by the
Consolidated City of Indianapolis

The initial projects associated with the re-
development of downtown Indianapolis and
UniGov were at the county or consolidated
government level. The city-county building
was paid for through countywide property
taxes. Market Square Arena was also financed
with revenue from the consolidated city’s prop-
erty tax base. In later years, when additional
revenues would be needed for the arena and
the Indiana Pacers, the needed funds would
come from foregone state taxes, countywide
taxes on consurnption in restaurants and bars,
and a hotel occupancy tax. The proceeds from
these countywide taxes also funded two im-
provement projects in Center Township: the
RCA Dome and the Indiana Convention Cen-
ter. Each of these facilities as well as Market
Square Arena is exempt from property raxes
and therefore does not provide any tax rev-
enue for the public schools in Center Town-
ship, the Indianapolis Police Department, or
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the Indianapolis Fire Department. However,
in the mid 1960s and 1970s, the property tax
revenue that might have been received from
these exempted facilities likely would have
been minimal. As a result, these facilities that
were part of the rebuilding of Indianapolis
actually benefited Center Township and its
property owners because they were paid for
in their entirety by the consolidated city-
county.

At the same time that the public sector
was rebuilding the eastern end of downtown
Indianapolis (where many of the new facili-
ties were located), the state of Indiana initi-
ated efforts to redevelop the western bound-
ary. The expansion of Indiana University’s
campus in Indianapolis, which includes the
state’s only medical and dental schools {as
well as several other health science schools
and centers), added numerous buildings to
the downtown area. These redevelopment ef-
forts were paid for with taxes collected by
the state and put no undue fiscal burden on
Center Township’s property owners.

However, the political ramifications of de-
stroying several residences and part of an
inner city neighborhood to accommodate the
university’s new facilities created a lingering
mistrust among the public for more than 30
years. The university’s holdings are exempt
from the local property tax base, and most
individuals employed at facilities owned by
Indiana University live in areas outside the
boundaries of the old city of Indianapolis. The
lost property tax revenue {in excess of $8 mil-
lion annually) is an opportunity cost only for
residents and businesses living within the old
city of Indianapolis. Although these projects
did stabilize job levels in the inner city area,
most jobs went to suburban residents (Ros-
entraub et al. 1996).

As shown in Table 2, the City of Indian-
apolis’ investment in the redevelopment plan
was in excess of $549 million and involved
both tax abatements and the creation of TIF
districts. Tax abatements move the responsi-
bility for financing the state’s public schools,
the fire and police departments, and other
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services to owners and users of non-abated
property. In effect, once a budget is devel-
oped, property owners pay the taxes needed.
If some property is abated, owners of non-
abated property pay higher taxes. Of course,
at the margin, as the taxes paid by owners of
non-abated property rise, political pressure
increases to reduce spending to maintain tax-
ing levels that match those in other areas. If
urban service-delivery units in Indianapolis
fail to maintain competitive tax rates relative
to surrounding townships and counties, there
will be an increase in families and businesses
leaving the area.

As a result, tax abatement creates two bur-
dens. First, a financial burden is created when
the responsibility for paying for local services
is shifted to the owners of unabated property.
Second, if service units cannort reduce taxes
to meet the rates paid by property owners in
suburban locations, service levels likely will
be reduced to maintain competitive tax lev-
els. These losses can be offset by the future
increases in value of abated property when
it returns to the tax rolls—assuming that no
(or less) development would have taken place
in the absence of the abatement. It is very dif-
ficult to measure how much or what devel-
opment would have taken place in the ab-
sence of the abatement.

TIF programs also remove taxes from the
base used to support urban services, because
the revenues from the increased value of the
property are used to repay the costs of the new
infrastructure. TIF has been used in down-
town Indianapolis to support the develop-
ment of the new shopping mall and the new
arena for the Indiana Pacers (which replaced
Market Square Arena in 1999). When the
bonds sold to build the required infrastruc-
ture are retired, the property in the district
will return to the tax base for the service-
delivery units. However, this will not occur
for at least 20 years (the term of some of the
bonds). Although property values tend to in-
crease in areas outside a TIF district {Man
and Rosentraub 1998), the geographic size
of the districts created to finance Indianap-
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olis’s downtown mall and arena may have a
negative impact on the extent to which prop-
erty values increase. To generate sufficient rev-
enues to support the repayment of bonds for
the new mall and arena, the TIF district ex-
tends for more than 40 city blocks (four miles
on its north-south axis) and approximately
two miles on its east-west axis. However, this
size was not sufficient to meet the bond pay-
ments in 2000, increasing the strain on Cen-
ter Township’s budget.

Decision Making and Its Implications

All proposals to utilize these financing mech-
anisms to develop downtown Indianapolis
are developed by the mayor and then ap-
proved by the city council in its capacity as
the county council for the consolidated city-
county government. In this regard, then, city-
county council members elected from other
townships within the consolidated city have
voted to finance programs that reduced the
revenues available for the delivery of urban
services to the residents of Center Township
without burdening their own constituents with
extra tax liabilities. To the extent that resi-
dents and businesses located outside Center
Township and the service boundaries of the
Indianapolis schools and the police and fire
departments benefit from the redevelopment
of a downtown financed with abatements
and TIF districts, they become “free riders.”
Costs are imposed on a small subset of prop-
erty owners and residents to generate regional
or countywide benefits.

To illustrate the costs of the redevelopment
of downtown Indianapolis to urban service-
delivery units, the taxes pledged to redevelop-
ment were calculated for the township itself
and for the state’s public schools and police
and fire departments for 1992-98. (There
were costs incurred by these districts in ear-
lier years, and there will be additional costs
in the years to come.} In reviewing the data,
note that these dollars represent the burdens
shifted to other taxpayers—those owning or
using unabated property and property out-
side the TIF district. To the extent thart this
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burden is shifted to lower-income households,
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townships or counties. In addition, it is reason-

a
- the taxing mechanism in operation is regres-  able to expect that this shifting of burdens,
v sive. The residents of Center Township are far ~ which raised the property tax bills of other
n Jess wealthy than the residents in the other  property taxpayers, increased the political
- areas of the region. Of all the residents of  costs associated with enhancing service levels.
25 Marion County who live in households clas- Table 3 shows the amounts that needed to
ly sified as poor, more than 45 percent livein  be raised from owners of property that was
is Center Township {Rosentraub and Nunn  not abated and not part of the TIF district to
y- 1994). The additional cost to businesses that  sustain service levels from the public schools,
1 remain in Center Township is also an impor-  the police and fire departments, and Center
tant factor, because many of these firms may ~ Towaship itself. Between 1992 and 1998, the
find it far less expensive to operate in other  responsibility for generating a total of $130.8
h-
s Table 3: Tax Revenue Increases for Property Owners, by Service-Delivery Units in
p- City of Indianapotis
as
y- Taxes Shifted by Urban Service-Delivery Unit
¥ Public Police Fire Center
er Investment Program Type Schools Department Department Township All Units
; € Abatement and Enterprise Zone 6,571,787 — — 1,491,276 8,063,063
¢ TIF 5,551,548 - — 1,285,178 6,836,726
in Subtotal 12,123,335 — — 2776454 14,899,789
ip
th Abatement and Enterprise Zone 5,280,895 - — 890,607 6,171,502
- TF 4,792,332 - - 835,445 5,627,777
. Subtotal 10,073,227 — —  1,726052 11,799,279
-er
he Abatement and Enterprise Zone 4,562,948 1236,509 1,065,575 300,134 7,165,166
ire TIF 8,167,011 2126062 1,906,125 556,454 12,755,652
nt Subtotal 12,729,959 3362,571 2,971,700 856,588 19,920,818
its . Abatement and Enterprise Zone 3,553,298 957,004 800,570 288,734 5,599,606
3.7 1995) TIF 7,838944 1983511 1,766,140 665,699 12,254,294
p- ' Subtotal 11,392,242 2,940,515 2,566,710 954,433 17,853,900
1al
Abatement and Enterprise Zone 3,034,800 813,317 708,095 258,29 4,814,503
. TIF 9,876,828 2,536,184 2,303,998 892,839 15,609,849
nt - Subtotal 12,911,628 3,349,501  3,012093 1,151,130 20,424,352
e- 2
p- ) Abatement and Enterprise Zone 4,135,240 1,106,317 958,182 360,329 6,560,068
clf 1997 ) TIF 10,914,144 2,796,994 2,523,162 977,786 17,212,086
. . Subtotal 15,049,384 3903311 3,481,344 1338115 23,772,154
ice L
2re Abatement and Enterprise Zone 2,416,508 666,051 576,218 154,11 3,813,368
ar- TIF 11,720916  3066,139 2,783,446 754978 18,325,479
sts Subtotal 14,137,824 3,732,190 3,359,664 909,369 22,138,847
ta, 1992-98 Totals 88,417,509 17,288,088 15,391,511 9,711,941 130,809,139
>ns
or Source: All data are from the construction costs and financing records maintained by the Department of Metropolitan De-
velopment, City of Indianapolis.
u_t‘ Notes: Praperty owners include those who own unabated property and property outside the tax increment financing {TIF)
hlS district. For 1992 and 1993, the figures for the police and fire district could not be separated from those for Center Township.
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million in property tax revenues was shifted
from abated property and property within
the TIF district to other property owners and
users. Public schools endured the greatest
challenge to finance operations; the total rev-
enue shifted to unabated property and prop-
erty outside the TIF district was $88.4 mil-
lion. The burden transferred to support the
Indianapolis Police Department was $17.3
million, and to finance the Indianapolis Fire
Department $15.4 million in costs bad to be
shifted to other taxpayers. For the programs
administered by Center Township, $9.7 mil-
lion in taxes was shifted to other property
owners.

While abaternents and TIF districts shift
the burden of foregone taxes to unabated
property and property located outside an in-
crement district, some have argued that with-
out these incentives investors would locate
in other, more desirable areas. As a result,
there is no lost or foregone revenue, because
without the abatement or increment district
no development would occur. Although this
is a powerful and emotional argument, is it
true that differential property tax rates in-
fluence locational decisions? Who benefits
from the enhanced development of down-
town areas?

Virtually every elected official can cite a
situation or “development deal” in which a
tax abatement or other incentive purportedly
changed a locational decision. Business lead-
ers, however, have a financial interest in re-
porting that incentives change their decisions.
If communities believe incentives affect loca-
tional choices, then corporations will receive
more inducements. As a result, it becomes dif-
ficult to ascertain which firms need or profit
from downtown locations and which corpo-
rations actually make their intra-regional lo-
cations based on tax incentives (Bartik 1991),

Regardless of the impact of inducements,
the more important issue may be who ben-
efits from the locational choices of firms. Even
if abatements encourage corporations to move
to downtown areas, all segments of a com-
munity may benefit. For example, a down-
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Center Township's residents not only have
supported a great deal of the costs
associated with rebuitding downtown
Indianapolis but are fiscally responsibie
for the incentives provided by the city to
attract United Airline's Maintenance
Operations Center to the Indianapolis
International Airport. To attract United
Airlines to Indianapolis, the city provided
approximately $111 million. To meet the
payments on the bonds secured for this
investment, the city had planned to use
revenues from a TIF district near the
airport. it was anticipated that develop-
ment related to the United Airlines facility
{from their subcontractors) would
generate sufficient new property tax
revenues to meet the bond payments.
When those revenues were found to be
insufficient, Indianapolis pledged the
revenue it collects from a county option
income tax.

Ali residents of Marion County pay a 0.7
percent tax on income, and Indianapolis’s
share of these revenues funds retire-
ments from the Indianapolis police and
fire departments.When these funds were 1281
maved to repay the debt associated with i
the incantives provided to United Air- i i
lines, the obligations to the firefighters bl
and police officers were then paid with
revenues collected from Center Township
residents’ property taxes.This reduced the
revenues available to provide services to

the residents of the township, shifting the
burden of the United Airlines’incentives

to the township. Again, it was the mayor

and the city-county council that ap-

proved the changes and the details of the
financing plan that brought the mainte-
nance center to Indianapolis’s airport.
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town location could reduce congestion costs
and the need for additional infrastructure in
a suburban area. In addition, locating a cor-
poration in a downtown area reduces de-
mands for suburban land, thereby reducing
costs for homeowners and other businesses.
A vibrant downtown area can also be an ef-
fective tool to attract other businesses and
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homeowners to a region and provide conve-
nient access to service-level jobs for individu-
als who depend on public transportation. If
all segments of a community can benefit from
the location of firms in downtown areas, then
it would be appropriate for all property own-
ers to support the burden of the incentives
provided. In Indianapolis, under the current
system, property owners in only one town-
ship absorb the burden of a shift in property
taxes as a result of abatements or a TIF dis-
trict.

UniGov legislation initially posed a legal
challenge to the financing and taxing proce-
dures. Under the plan, however, all county
councils in Indiana can approve redevelop-
ment programs for portions of their jurisdic-
tions. In addition, assigning costs to the arca
closest to the improvement is not unconsti-
tutional, even if the benefits accrue to resi-
dents of other areas of the county. Thus, the
legislation that permitted Indianapolis to form
its unified government and to finance the re-
development of its downtown area was con-
stitutionally tenable.

Lessons Learned

There is little doubt that some regions are
attracted to consolidation programs because
of the success Indianapolis has enjoyed in re-
building its downtown area and enhancing
its image. These substantial accomplishments
are inexorably intertwined with UniGov. The
proliferation of businesses in downtown In-
dianapolis, including a vibrant convention
center, has indeed changed the city’s image
and national profile—underscored by the fact
that the city has repeatedly been host to the
NCAAs flagship basketball event, the men%
final four. All of these changes took place
after the implementation of UniGov. Consid-
ering this impressive change in downtown
Indianapolis and in the city’s image, what les-
sons does UniGov offer other cities?

First, if downtown revitalization is a goal
for a region, a consolidated governance struc-
ture can be an asset in terms of preparing,
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executing, and managing a plan that is en-
dorsed by an appropriate constituency. Al-
though other downtown areas have seen a
renaissance without a countywide consoli-
dation program—and independent govern-
ments and communities could agree to re-
build a downtown area—in the context of
Indianapolis’s politics and culture, UniGov
established a framework to accomplish some-
thing that had not taken place before. More-
over, previous countywide organizations
had failed to either produce or secure tacit
agreement for a plan for enhancing India-
napolis’s image or redeveloping the down-
town area,

Second, leaders of other areas looking to-
ward a different governance structure to en-
hance development and rebuild downtown
areas should take greater care to ensure that
the new governance system has the necessary
financial tools to progressively distribute the
burdens and benefits. The partial consolida-
tion of Marion County’ tax bases precluded
the use of more progressive and equitable
means for financing the redevelopment plan.
Indianapolis’s consolidation program locked
major components of its property tax struc-
ture within an antiquated township system.
With many key urban services financed at
the township level, some of the burdens of re-
development were supported by discrete por-
tions of the county when the benefits from
the redeveloped downtown were countywide
and even regional in nature.

Third, although consclidation can increase
the size and scale of a locality, and thereby
attract and retain higher skilled, more am-
bitious people, it might not necessarily be a
crucial factor. For example, the Lilly Cor-
poration (the largest private-sector firm in
Indianapolis) and the Lilly Endowment have
played an extraordinary role in redeveloping
and redesigning the city and in attracting high-
income workers to downtown Indianapolis.
With or without UniGov, both organizations
likely would have invested in Indianapolis’
future and would have led coalitions of other
actors and businesses in the effort to improve
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the downtown area and the quality of life in
Indianapolis {see Walcott 1998).

Fourth, downtown redevelopment result-
ing from consolidation can retard sprawl and
stabilize population and job levels, as was the
case in Indianapolis compared with other
midwestern cities (Rosentraub 1999}, How-
ever, the fastest growing areas in Indiana and
the Indianapolis region are those beyond the
consolidated city. In addition, a large portion
of the jobs created in downtown Indianapo-
lis are low paying and in the service sector,
and the public sector {including Indiana Uni-
versity) remains one of the downtown area’s
largest employers.

In helping Indianapolis reach its goals of
rebuilding a decaying downtown area and
changing its image, UniGov did not eliminate
smaller urban service-delivery boundaries that
were important to different communities.
However, this emphasis on service distribu-
tion on a smaller scale did potentially increase
certain fiscal inequities that Indianapolis must
now address. Other areas looking toward con-
solidation may well be attracted to the ex-
amptle of UniGov but are advised to provide
their consolidated government with different
financial tools to reach their goals and thereby
avoid the fiscal issues that Indianapolis and
UniGov must now confront.

Mark S. Rosentraub is professor and dean at
the Levin College of Urban Affairs, Cleve-
land State University. Included among bis re-
search interests are the impacts of profes-
sional sports teams and their facilities on
urban areas; the financing, organization, and
delivery of urban services; and economic de-
velopment issues. His work has been pub-
lished in Economic Development Quarterly,
Journal of Urban Affairs, Public Adminis-
tration Review, Urban Affairs Review, and
other journals. Rosentraub is the author of
Major League Losers: The Real Costs of
Sports and Who’ Paying for It (Basic Books
1997; 1999).
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Notes

1. Inrecent years, these communities have begun to sell
their departments to the independent water com-
pany that provides service to Indianapolis.

2. Residents of the four excluded cities were permit-
ted to vote for the mayor of Indianapolis and mem-
bers of the city-county council, because they were
subject to the authority of the Department of Met-
rapolitan Development and received other services
from the consolidated city {Blomquist and Parks
1995).

3. Similarly, the residents of the old city of Indianapolis
are served by the Indianapolis Public Schools. Eight
other school districts whose service boundaries ap-
proximate those of the eight townships surrounding
the central portion of the county provide services to
the vast majority of the residents of the consolidated
city.

4. The seven national organizations include the Athlet-
ics Congress of the USA, U.S. Canoe and Kayak
Team, U.S. Diving, Inc., U.S. Gyrmnastcs Federa-
tion, U.S. Rowing, U.S. Synchronized Swimming,
and U.S. Water Polo. The International Baseball As-
sociation and International Hockey League also are
housed at the Hoosier Dome.

5. Indiana University is the managing pastner of the joint
campus with Purdue and is responsible for all fiscal
matters.

6. There are no large-scale programs whereby busi-
nesses {or the state government) make payments to
offset the services consumed. Moreover, the impor-
tant contributions to the nonprofit sector and the
general welfare of the community that some of these
organizations make are not directly associated with
the tax preferences received.

References

ACIR. See U.5. Advisory Commission on Intergovern-
mental Relations.

Bartik, Timothy. 1991. Who benefits from economic
development? Kalamazoo, Mich.: Upjohn Institute.

Blomquist, William, and Roger Parks. 1995, Fiscal,
service, and political impacts of Indianapolis-
Marion County’s UniGov. Publius 25, no. 4 {Fall):
37-55.

Hudnut, William. 1995, The Hudnut years in India-
napolis, 1976-1991. Indianapolis: Indiana Univer-
sity Press,

Kirch, Robert V. 1973. Metropolitics of the 1971 India-
napolis Unigov election: Party and race. [ndiana
Academy of Social Sciences Proceedings 3d serles,
8: 133-40.

Kotler, Philip, Donald H. Haider, and Irving Rein, 1993.
Marketing places. New York: Free Press.

Man, Joyce, and Mark S. Rosentraub. 1998. Tax incre-
ment financing: Municipal adoption and its effects
on property value growth. Public Finance Review
26, no. 6 (November): 523-47.

State and Local Government Review




Nunn, Samuel R., and Mark S. Rosentraub. 1997. Di-
mensions of interjurisdictional cooperation among
cities. Journal of the American Planning Association
63, no. 2 {Spring): 205-19.

Owen, C. James, and York Willbern. 1985. Governing
metropolitan Indianapolis: The politics of UniGouv.
Berkeley: University of California Press.

Rosentraub, Mark §. 1999. Major league losers: The
real costs of sports and who’s paying for it. New
York: Basic Books.

Rosentraub, Mark 5., and Samuel R. Nunn. 1994. Cizy
and suburbs: Linkages, benefits and responsibilities.
Indianapolis: Indiana University Center for Urban
Policy and the Environment,

Rosentraub, Mark §., Samuel R. Nunn, Drew Klacik,
Michael Przybylski, and Joseph Rubleske. 1996.
Building the economic future of metropolitan In-
dignapolis: A proposal for regional cooperation and
finance. Indianapolis: Indiana University Center for
Urban Policy and the Environment.

Fall 2000

City-County Consolidation

U.S. Advisory Commission on Intergovernmental Re-
lations (ACIR). 1987. The organization of local
public economies, Report A-109. Washington, D.C.:
ACIR.

. 1988. Metropoliran organization: The
$t. Louis case. Report M-158. Washington, D.C.:
ACIR.

. 1992, Metropolitan organization: The Al-
legheny county case. Report M-181. Washington,
D.C.: ACIR.

U.S. Bureau of the Census. 1996. http:/fwww.census.
gov/population/estimates/metro-city/SC100K96.
tXt.

Walcotr, 8. M. 1998, The Indianapolis “Fortune 500™:
Lilly and regional renaissance. Environment and
Pianning A 30, no. 8: 1723-41,

Walls, J. W. 1999, Onward and upward: The story of
the greater Indianapolis progress commitiee. In-
dianapolis: Greater Indianapolis Progress Com-
mittee.

191




