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ABSTRACT 

Municipalities throughout the nation are experiencing 

problems related to the migration of taxpayers and firms 

from the city core to outlying areas. This migration 

appears to occur partially because developers claim that 

redevelopment of areas within the city's existing core is 

considerably more difficult and costly than new development 

in outlying areas. This new development activity in 

outlying areas of the city perpetuates urban sprawl. 

Assuming this type of development activity is taking place 

in the same taxing jurisdiction, it also causes the city to 

invest in the additional infrastructure needed to facilitate 

the new development. Given that municipalities could 

possibly recoup these infrastructure costs associated with 

the new development through developer exactions or impact 

fees, it would seem that their infrastructure financing 

problem is solved. This may be true, but when new 

development occurs in outlying areas, the existing core of 

the city usually suffers from blight and deterioration due 

to the lack of redevelopment activity. 

To encourage redevelopment, municipalities are 

attempting to make the existing core of their municipalities 

more attractive to developers through the improvement of 

existing infrastructure. To pay for these infrastructure 

improvements, some municipalities are using a revenue source 



called tax increment financing (TIF). TIF is a method where 

municipalities use the property taxes generated by new 

redevelopment activity to pay for infrastructure costs, 

generally through the issuance of bonds. The additional 

property taxes, or tax increments, of all taxing 

jurisdictions within an established TIF district are used to 

pay for the TIF bond debt service. 

This study evaluates TIF as a municipal revenue source 

from a public policy perspective using criteria relating to 

equity, effectiveness, and efficiency. Specifically, a 

three-page survey instrument, calling for responses to 18 

items, was received from 189 municipal officials throughout 

the United States. The municipal officials surveyed 

answered questions relating to their city's economic base 

and population level. This also provided information 

relating to their city's financing of economic development 

activities and usage of TIF. A logistic regression model is 

used to explain which municipalities are most likely to use 

TIF. This model statistically compares information 

collected from the municipal officials to determine which 

municipal demographic characteristics are associated with 

TIF usage. An assessment of why certain municipalities do 

not use TIF, a summary of activities funded with TIF 

revenues, and general recommendations for TIF use are 

included as part of the study. 
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CHAPTER I 

INTRODUCTION AND OVERVIEW OF THE STUDY 

Municipal governments throughout the United States need 

supplemental sources of revenue for activities relating to 

the economic redevelopment of blighted areas. They need 

methods and techniques that will help to stimulate economic 

activity within specific geographical boundaries. These 

economic activities are needed to increase the overall level 

of wealth within the community. One technique that is 

believed to offer such economic benefits and is currently 

allowed by at least 34 states, is tax increment financing 

(TIF). "TIF is a technique used to disperse the costs of 

development to those government agencies that will benefit 

from the increased tax base that a TIF project will 

generate" (Paetsch & Dahlstrom, 1990:83). 

"TIF allows a municipality to finance redevelopment by 
'freezing' at the pre-development level the general 
purpose taxes levied in a designated area. Any 
increment in property tax value that occurs because of 
proposed or actual development may then be used to 
finance the redevelopment activity. These increments 
may be used to leverage more funds through bonds or on 
a pay-as-you-go basis. TIF may be used to provide 
public funds for the development or rehabilitation of 
blighted or deteriorated areas of a locality, the 
construction of low- and moderate-income housing, and 
the promotion of economic development and employment 
opportunities in the city" (Schwanke, 1991:1). 

Statement and Definition of the Problem 

The idea of TIF originated in the state of California 

during 1952 (Huddleston, 1982a). TIF was a response to a 
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need by local governments to generate local matching funds 

for federally funded redevelopment projects (Huddleston, 

1982a). TIF continues to be used as a revenue source to pay 

for the front-end costs of redevelopment activities. TIF 

allows the incremental increase in tax revenues from new 

development to pay for public investments needed to create a 

positive development environment in blighted and 

deteriorated geographical areas (Stout & Vitt, 1982). These 

activities have included such costs as land assembly, 

relocation, demolition, site preparation, land cost 

markdown, street repair construction, sidewalks, curbs and 

gutters, utilities, water and sewer, planning and 

engineering and debt service (National Council for Urban 

Economic Development Information Service, 1975). 

According to Grueling (1987), some of the advantages 

associated with TIF include the following. (1) Significant 

capital is provided to economically feasible development 

projects. (2) Tax revenues collected prior to the 

development program are retained. (3) Property owners do 

not pay more than the normal tax burden. (4) Tax increment 

bonds are not counted against the city's bonded 

indebtedness. (5) Upon project completion and bond 

retirement, the full tax base and revenues become available 

to all taxing bodies. 

According to Paetsch and Dahlstrom (1990), some of the 

disadvantages associated with TIF include the following: (l) 



TIF generally represents a more complex process than grants' 

administration. (2) The chance for delays is relatively 

high in the implementation process. (3) The local control 

of TIF brings additional accountability in the case of 

failure to the local municipality. 

Criticisms of TIF are focused on issues relating to the 

property tax base. First, concern from municipal officials 

exists over the possibility that voters, through elections, 

could limit future increases in property tax assessment 

values or tax rates and that such limits could threaten the 

repayment of TIF bonds. A second criticism of TIF is that 

it diverts future tax revenue away from other uses that 

might be considered at least as important as the economic 

development investment. Despite these criticisms, most 

state and local officials appear to strongly support the use 

of TIF and this can be seen in its growing popularity in the 

last decade (Luke et al., 1988). Clarke and Gaile (1992) 

also mention that the use of TIF has increased over the past 

ten years. Clarke and Gaile (1992) attribute this to 

decreased federal and state grants. 

As previously noted, revenue from TIF is generated by 

the property tax. In the past, municipalities have been the 

principal governmental bodies paying for activities 

associated with creating an environment that is conducive 

for doing business. Municipalities alone have traditionally 

provided the infrastructure needed for development to occur. 



In recent years, due among other things to the added fiscal 

strains imposed on municipal governments by other levels of 

government, municipalities need assistance in paying for 

these economic development activities. In the past, other 

taxing jurisdictions, such as school districts and counties, 

have reaped the benefits of development. Many municipal 

officials believe the time has come for these jurisdictions 

to aid municipalities in paying for such activities. 

Most state TIF statutes allow for this to occur 

indirectly by giving municipalities the ability to capture 

tax revenues that would otherwise be used by other taxing 

entities. These revenues are then set aside to pay for the 

needed infrastructure improvements within the TIF district. 

TIF districts simply allow municipalities to collect 

additional property tax revenues from the other taxing 

jurisdictions. In theory these jurisdictions should also 

benefit from an enhanced tax base associated with new 

development or redevelopment of existing buildings within 

the TIF district. Given that the majority of TIF districts 

are located in commercial/business districts, there are few, 

if any, expenses associated with new development for other 

taxing jurisdictions (i.e., school districts). In most 

states, cities are the only taxing authorities enabled to 

use TIF. Counties are authorized to create TIF districts in 

Alabama, California, Florida, Georgia, Hawaii, Indiana, 



Kentucky, Louisiana, Maryland, Minnesota, Missouri, Montana, 

Nevada, New York, Oregon, Utah, and Virginia (Wyatt, 1990). 

Basis of the Problem 

This study addresses the overall evaluation of TIF as a 

revenue source to pay for expenses associated with economic 

development. TIF is simply an implementation tool for 

accomplishing a specific economic development activity or 

program. Economic development, in its most basic form, can 

be defined as the creation of wealth. The creation of 

wealth, in the context of municipal economic development, 

can be achieved in many ways, such as: (1) service sector 

growth, (2) business attraction, (3) business retention, (4) 

industrial development, (5) downtown development/ 

redevelopment, (6) small business development, (7) office 

development, (8) minority business development, and (9) 

neighborhood commercial development (Black, 1991). 

Economic development, as viewed by the city, is an 

attempt to create wealth within the community. From the 

perspective of the city, economic growth (new development) 

is good if it pays for itself. In many instances, the 

property tax revenue generated by new development does not 

exceed the costs to the municipal government. 

Infrastructure improvement costs are usually associated with 

accommodating new development activity. New development 

could be necessary to promote long-term growth, even if not 



economically beneficial in the short-run. If development 

would occur in areas already developed but deteriorating, 

infrastructure costs would be substantially reduced for the 

city. Blighted and unsightly areas of the city would be 

renovated, which would create a new tax base and stop the 

erosion of the existing tax base. 

Real estate developers typically claim that 

redevelopment of areas within the city's existing core is 

considerably more difficult and costly than new development 

in outlying areas of the city (Miles et al., 1991). Land 

costs are usually less expensive in outlying areas and the 

overall perception is that new is better than old. This new 

development, which tends to create urban sprawl, causes the 

city to invest in the additional infrastructure needed to 

fulfill the requirements of the new development. Assuming 

that municipalities use development impact fees to recoup 

infrastructure costs associated with the new development, 

their infrastructure financing problem is solved. When new 

development occurs in outlying areas of the city, the 

existing city core may suffer from blight and deterioration 

due to the lack of redevelopment activity. 

To encourage redevelopment, municipalities are 

attempting to make the existing core of their municipalities 

more attractive to developers through the improvement of 

existing infrastructure. To pay for these infrastructure 

improvements, some municipalities are using tax increment 
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financing (TIF) as a revenue source. TIF is a value 

enhancement recapture technique whose success is determined 

by the extent to which new development activity occurs. 

This means that additional property tax revenues, above a 

base value, generated by new development are captured by the 

TIF district. 

Typically, TIF districts are used by the city to help 

finance redevelopment activities. In most states, TIF 

districts must be targeted toward specific geographic areas 

in which the tax base has been declining for several years 

due to the deterioration of existing structures caused by 

reduced business activity. Assume, for example, that a 

portion of the city's central business district has been 

designated as a TIF redevelopment district because of its 

declining tax base. Assume that the assessed value of the 

parcels included in the district has been declining by 

fifteen percent (15%) each year for the past five (5) years. 

The city makes the determination that this geographic area 

is not going to be redeveloped without their intervention. 

They decide that the only way for this area to be 

redeveloped is to provide renewed infrastructure to entice 

private sector real estate developers into the area. The 

city provides new infrastructure, so that they can increase 

the marketability of this property to developers. The 

incremental increase in the property taxes brought on by the 

assessed value of the new development created by the 



developer will pay for the debt service associated with the 

TIF bonds. The city will be able to finance their initial 

investment in the renewed infrastructure by issuing TIF 

bonds to cover all associated project costs. In some 

instances, the term of the bond payoff schedule may exceed 

the statutory life of the TIF bonds. 

The following is a description of the typical process 

describing how the property tax increment is calculated. 

This format and example is based on the TIF process 

described in Tax Increment Financing (Illinois Dept. of 

Commerce and Community Affairs, 1990). 

The first step is for the municipality to enact an 

ordinance based on the applicable state enabling statute(s) 

that provides for the establishment of a TIF which will 

create a tax increment allocation fund. The foundation is 

set for the tax increment allocation method to work the 

first year in which the revenue flow is directed towards the 

district. Other taxing jurisdictions are typically involved 

in discussions concerning the creation of each TIF district 

to avoid conflict regarding the allocation of future tax 

revenues. Through the use of intergovernmental agreements, 

the concerns of multiple taxing jurisdictions are addressed. 

Immediately after passage of the TIF ordinance, the tax 

assessor performs a mid-year tax assessment for the newly 

established TIF. This assessment determines the tax value 

for each parcel within the TIF district and adds these 
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values together. This becomes the total initial assessed 

value within the project area and is called the "frozen 

base." For the duration of the project (which may be 

stipulated by state and local legislation), this base 

generates the property tax revenues from the redevelopment 

area for the various taxing districts. 

The increment that provides the money to repay the 

bonds is calculated by comparing the current assessed value 

to the frozen base year assessed value. There is an 

increment based on the difference between the current year's 

assessed value and the frozen base year's assessed value. 

This is true for each parcel increasing in value, but there 

is a zero increment if there is no increase or if there is a 

loss. All known TIF legislation provides for the 

calculation of increments using the process described above. 

As an example, assume that the redevelopment project 

area has four parcels with 1987 assessed values of $5,000, 

$20,000, $10,000 and $15,000—for a total initial frozen 

base assessed value of $50,000. Further assume the total 

property tax rate for all taxing jurisdictions is $5 per 

$100 of assessed value. The actual property tax collected 

is then: $50,000 divided by $100, multiplied by $5, which 

equals $2,500. In order for TIF revenues to be realized by 

the district, the current assessed value of the area must 

rise above the total initial assessed value. No TIF 



revenues are generated until the tax base has been enhanced 

by development activity. 

During 1988, TIF bonds for the amount of $25,000 are 

issued. These bonds are then used to pay for the public 

investment in infrastructure improvements, such as street 

improvements, parks, and sidewalks for the project area. By 

1989, the assessed value in the redevelopment project area 

has risen in three of the parcels to $10,000, $100,000, and 

$40,000, respectively. This increase in assessed value 

could be the result of new private investment, a general 

upward trend in property values within the district, or the 

result of an optimistic assessment by the tax office. The 

assessed value in the fourth parcel has fallen to $10,000. 

By this time, the total tax rate to be imposed may have 

risen due to certain taxing districts' need for additional 

revenues or due to inflation. For the purpose of this 

illustration, assume that the tax rate to be imposed is now 

$6 per $100 of assessed value. Total property tax 

collection on the TIF district is now: $160,000 divided by 

$100, multiplied by $6, which equals $9,600. 

However, the tax increment is determined on a parcel-

by-parcel basis (the difference between the current assessed 

value and the initial assessed value or "frozen base") as 

follows: Parcel A increased in value by $5,000; therefore, 

the increment of $5,000 multiplied by the tax rate of $6 per 

$100 of assessed value is equal to $300. Parcel B increased 
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in value by $80,000; therefore, the increment of $80,000 

multiplied by the tax rate of $6 per $100 of assessed value 

is equal to $4,800. Parcel C increased in value by $30,000; 

therefore, the increment of $30,000 multiplied by the tax 

rate of $6 per $100 of assessed valuation is equal to 

$1,800. Parcel D has decreased in value; therefore, there 

is no increment. Since parcel D has decreased in value by 

$5,000, this results in a loss of $300 to be divided between 

each of the taxing jurisdictions. Therefore, $6,900 of the 

total property tax collected of $9,600 goes to the TIF fund 

and the remaining $2,700 is divided between each of the 

taxing jurisdictions. Of the remaining $2,700, parcel A 

contributes $300, parcel B contributes $1,200, parcel C 

contributes $600, and parcel D contributes $600. This 

example corresponds directly to the Tax Increment Allocation 

Redevelopment Act enacted by Illinois in 1977. 

As previously noted, tax dollars that might otherwise 

accrue to other taxing jurisdictions are used for repaying 

the TIF bond debt service. This situation appears to be the 

source of significant controversy surrounding the use of 

TIF. Other taxing jurisdictions, such as school and 

hospital districts, claim property tax dollars are being 

"stolen" from them by the city's TIF district. This 

assumption by these other jurisdictions is invalid if the 

new development would not have occurred except for the 

public improvements paid for by the TIF district. Some 
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taxing jurisdictions claim that they are losing significant 

tax revenues since they are not currently receiving the 

increases in property taxes from the TIF district. The only 

problem with this particular situation is that there is no 

way to absolutely ascertain whether the project would have 

been built without the presence of the TIF district. Also, 

such revenue "losses" occur only during the life of the TIF 

district. 

With respect to the actual application of TIF, one 

concern would certainly include whether TIF legislation 

differs by state. In an examination of TIF enabling acts by 

comparative features of selected states, there were four 

general criteria where differences exist. These include: 

(1) limitations to usage of TIF districts, (2) specific TIF 

project planning requirements as required by state statute, 

(3) procedures for establishment of TIF districts, and (4) 

funding stipulations that restrict revenue generation (Kim 

et al., 1985). Each of these criteria may indirectly impact 

the extent to which TIF may be applied. Substantive 

analysis of state enabling statutes will be addressed in the 

literature review. 

Regardless of what limitations may be placed on TIF 

jurisdictions, there are concerns surrounding TIF usage as 

an economic development measure. These concerns include 

whether the measure is: (1) equitable or fair to all 

businesses, individuals, and other taxing jurisdictions; (2) 
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effective in accomplishing its established goals and 

objectives; and (3) efficient as measured by whether its 

revenues exceed project development costs (see Chapter II 

for a more detailed explanation of these concerns). Each of 

these three concerns are standard criterion found in the 

program evaluation and policy analysis literature (Aronson & 

Schwartz, 1981; Rutman & Mowbray, 1983; Strachota, 1991). 

Need for the Study 

Since the emergence of economic development measures 

such as TIF, controversy has existed concerning the equity, 

effectiveness, and efficiency of such measures (Kolzow, 

1991). Therefore there is a need for an empirical study to 

examine each of these three concerns as they specifically 

relate to TIF. To meet this need, this study will evaluate 

tax increment financing from a public policy perspective. 

This will provide insight concerning its long-term 

acceptability as an implementation tool for redevelopment 

activities by mionicipal governments. This study surveyed 

municipal officials in municipalities using TIF for a 

revenue source to help stimulate redevelopment of depressed 

areas. Also, city officials in municipalities not using TIF 

have been surveyed as to why they are not using TIF. Unlike 

the majority of the studies conducted which examine TIF 

(Davidson, 1984; Grueling, 1987; Huddleston, 1981a, 1982a, 

1986b; Schunhoff, 1975), this study gives attention to the 
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evaluation of broad base public policy concerns surrounding 

its use. This is accomplished by measuring its equity, 

effectiveness, and efficiency. 

The International City/County Management Association 

(ICMA) expressed interest in this type of study when 

initially contacted during the Spring of 1991. A 

contractual publication agreement to publish the results of 

this research in the 1993 ICMA Municipal Year Book was 

signed during the Summer of 1991 (see Appendix A). ICMA's 

interest in this study appears to be, partially, because it 

extends a previous study completed by Farr (1989) for the 

1990 ICMA Municipal Year Book. This study was titled 

"Encouraging Local Economic Development: The State of the 

Practice." The 1989 study looked at economic development 

practices across the nation in an attempt to discern the 

techniques being employed in each location. No attempt was 

made to assess the impact of TIF; only a partial list of 

municipalities reporting that they used TIF was provided by 

the Farr study. The primary emphasis of ICMA officials and 

members seems to be how and why TIF is being used, and to 

what extent has its application been successful. 

Data Source 

This research uses questionnaire responses from 

municipal officials throughout the nation as the primary 

source of data. A stratified random sample, split between 
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TIF and Non-TIF users, of 300 municipalities were selected 

from a mailing list, it contained 5,472 municipalities from 

34 states, and was provided by the International City/County 

Management Association (ICMA). Half of the sampled 

municipalities were known to use TIF, while the other half 

was taken as a systematic random sample, using a pre-

established set pattern of selection, from the mailing list. 

Those municipalities that were known to have used TIF were 

taken from a list compiled by the Farr (1989) study. 

Research Hypotheses 

The general research hypotheses, stated both in null 

and alternative form for the issues of equity, 

effectiveness, and efficiency, are as follows. 

Equity 

Hypothesis (Null) #1; Financial disparity complaints 

levied against the municipality regarding the use of tax 

increment financing have not been resolved. 

Hypothesis (Alternative) #1: Financial disparity 

complaints levied against the municipality regarding the use 

of tax increment financing have been resolved. 

Effectiveness 

Hypothesis (Null) #2: The establishment of a tax 

increment financing district has no statistically 
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significant impact on property tax values within the tax 

increment financing district. 

Hvpothesis (Alternative) #2; The establishment of a tax 

increment financing district is associated with a 

statistically significant resulting increase or decrease in 

the assessed property tax values within the tax increment 

financing district. 

Efficiency 

Hypothesis (Null) #3: Tax increment financing revenues 

have fallen short of covering tax increment financing 

project costs. 

Hypothesis (Alternative) #3: Tax increment financing 

revenues have covered or exceeded tax increment financing 

project costs. 

Overview of Research Methodology 

The primary source of data for this study is a mail 

questionnaire survey. The questionnaires were mailed to 

selected municipal officials to determine the extent that 

TIF is being used in states allowing its use. The primary 

concern was whether returned questionnaires would verify the 

hypotheses that TIF districts are deemed to have a positive 

impact on property values within the district. Secondary 

concerns included how successful TIF districts are and what 

features are common to the more successful TIF districts. 
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Also of interest was whether revenues generated from the 

district were adequate to cover the administrative and 

project costs associated with TIF's application. Whether 

TIF would be considered to be an equitable source of revenue 

enhancement for affecting economic development activities 

was also of interest. 

The research design for the initial pilot study 

involved pretesting the initial questionnaire on a small 

sample of twenty-five (25) municipalities. Following the 

pretest, the questionnaire was revised. 

The questionnaire was selected as the primary method of 

data collection since it would provide a wider geographical 

dispersion, and because results obtained from the study 

would be more generalizable (or broadly applied) given the 

relatively large sample size. 

Municipalities from across the United States, using 

TIF, were selected at random from the list provided by ICMA. 

Other municipalities, not known to be using TIF, were also 

selected at random from the ICMA list. The conclusions 

drawn from this research are primarily intended to explain 

the current usage of TIF, as well as to provide information 

to those mxinicipalities considering the use of TIF. 

The questionnaires were designed to provide both 

quantitative and qualitative data. Quantitative data 

revealed the extent that TIF districts are used by municipal 

governments. It also showed the applications common to its 
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usage. Qualitative data revealed attitudes and concerns 

concerning how TIF is used. 

The initial pre-test questionnaire was reviewed by 

members of the dissertation committee. Dr. James B. Wilcox 

of Texas Tech University, and Ms. Evelina Moulder of the 

ICMA. The revised questionnaires were mailed after 

receiving approval from the dissertation committee during 

the fall semester of 1991. All questionnaires were 

addressed to the chief administrative officer of the 

municipality. The ICMA mailing list provided the name of 

this official in most instances. 

The cover letter was written to induce the respondent 

to participate in the survey; therefore, the opening 

statement clearly stated the information needed and revealed 

the purpose of the survey. The letter was intended to be 

straightforward and appealing. An appeal to complete the 

survey, explaining the results would be published in the 

ICMA Municipal Yearbook, was felt to add credibility and 

worth to the research effort for those responding (see 

Appendix B). The response rate was proj ected to be 

relatively high given ICMA's reputation with local 

government administrators. Instructions were included 

pertaining to the questionnaire and a return addressed 

envelope was enclosed. 

The survey included three hundred (300) United States 

municipalities. One hundred and eighty-nine (189) completed 
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surveys were returned, representing a sixty-three percent 

(63%) response rate. The returned questionnaires are being 

retained and are available through the author. 

Statistical inferences were made regarding the 

characteristics most common to municipalities choosing to 

adopt TIF. The application of a multiple logistic 

regression model is used for this purpose. Also, the 

testing of the hypotheses relating to efficiency, 

effectiveness, and equity are included. 

Recommendations and general conclusions included in the 

text lend insight into the meaning and application of the 

results received from the respondents. 

Limitations 

To evaluate TIF, it was necessary to limit the study's 

focus. Specifically, this study examines its equity, 

effectiveness, and efficiency as a municipal revenue source 

for economic redevelopment efforts. There are limitations 

surrounding the data. It is difficult to be certain of the 

quality of the respondents' information, specifically the 

inherent biases that may exist with the respondents. 

However, attempts were made to minimize the potential for 

such a problem by carefully constructing and pretesting the 

survey instrument. 

One potential limitation of this study was that the 

differences between states which have enabling statutes 
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permitting the use of TIF could be too great to perform a 

useful evaluation of its application. However, according to 

Paetsch and Dahlstrom (1990), the character of TIF 

legislation among the states is quite similar. They report 

that most states follow the model Tax Increment Financing 

Act (Tax Increment Financing Act. 1977). States with 

statutes that were enacted after the model act, such as 

California, have much more detailed acts, such as additional 

restrictions regarding the use of TIF. Such restrictions 

include limiting the district size, duration, and project 

expenditures. Nearly all statutes require the following: 

(1) slum or blighted conditions in the district, (2) a 

preliminary project plan, (3) a redevelopment plan, (4) a 

hearing to discuss the redevelopment plan, and (5) approval 

of the redevelopment plan by elected officials of all taxing 

jurisdictions involved. A comparison of the state enabling 

legislation for TIF is included in Chapter II. 

Organization of the Study 

This chapter has introduced the problem of evaluating 

tax increment financing and how it relates to issues of 

equity, efficiency, and effectiveness. Chapter II reviews 

the literature associated with the scope of this study: 

(1) tax increment financing, (2) equity, effectiveness, and 

efficiency evaluation concerns, (3) TIF state enabling 

legislation and a (4) TIF case study example. Chapter III 
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reviews the survey research methodology used to develop the 

hypotheses, select the sample population, design the survey 

instrument, and the procedure relating to the investigation. 

The results from the analyses are reported in Chapter IV. A 

discussion of the research findings is presented in Chapter 

V. The conclusions and recommendations for further research 

are included as Chapter VI. 
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CHAPTER II 

REVIEW OF RELATED LITERATURE 

Introduction 

To conduct an evaluation of tax increment financing 

(TIF), it was necessary to review the literature relating to 

TIF as well as to equity, effectiveness, and efficiency 

evaluation concerns. The purpose of this chapter is to 

report and discuss the research literature regarding TIF 

usage. A case study example of an actual TIF district has 

also been included to help explain the utilization of TIF. 

Tax Increment Financing 

TIF is considered to be an implementation tool to 

assist in the financing of incentive economic development 

projects that require public participation in terms of 

fiscal resources. As an implementation tool, its primary 

purpose is to provide funding assistance for redevelopment 

projects that are market driven, but which are not likely to 

occur without public funding. As described in the previous 

section, the three major concerns relating to all municipal 

revenue sources are those relating to their equity, 

effectiveness, and efficiency. This is also true of TIF, 

which is seen as a method to help create a market and 

location advantage demand for a given geographical area of a 

city awaiting redevelopment. TIF differs from some of the 
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other incentive programs in that it typically requires a 

plan for its use. it is a technique that is used to help 

foster joint redevelopment efforts between the public and 

private sector, as opposed to simply providing a direct 

subsidy to the private sector. Such subsidies, such as tax 

abatements, are usually given with the thought that if new 

development can be created, it will contribute substantially 

to the community. The problem is that these subsidies often 

cannot be afforded in the short-term, or for that matter, 

even over the long-term. 

Much of the literature relating to TIF describes how 

and when it can be used. The most commonly cited references 

(Davidson, 1979 and Huddleston, 1980a, 1980b, 1981a, 1981b, 

1982a, 1982b, 1984, 1986a, 1986b) provide descriptions 

concerning the use of TIF. 

In Davidson (1984), tax-related development strategies 

available to local government are explored. Davidson 

discusses the theory and methods of implementing three tax-

related development incentive strategies (tax abatements, 

tax increment financing, and enterprise zoning). He also 

discusses the prevalent legal issues as well as planning and 

policy recommendations for localities considering adoption 

of these tools. Davidson claimed that local strategists 

should acknowledge the limited impact of tax incentives for 

private location decisions. He stated that research 

indicates that industries evaluating locations consider 
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taxes to be lesser weighted criteria than market and labor 

conditions. 

In Huddleston (1981a), variations in the development 

subsidies offered by different municipalities using TIF are 

examined. Huddleston's objective is to illustrate how 

governments that allow the use of TIF understand the 

appropriate role of the publicly financed incentives 

available to local governments through such programs. 

Huddleston (1982a) compared state TIF authorizing 

statutes for fourteen states. He reported that the use of 

TIF can reasonably be expected to spread to additional 

states as responsibility for economic development and 

redevelopment of blighted urban areas is increasingly 

shifted to state and local governments. He also pointed out 

that as more states consider adopting TIF legislation, they 

will face issues, such as opposition from some taxing 

jurisdictions and concern regarding the most appropriate 

applications of TIF, that are common to most other states. 

He also stated that TIF has proven flexible enough to meet 

each state's particular goals and circumstances. 

Kim et al. (1985) surveyed TIF state enabling 

legislation on the books at that time. They examined the 

limitations, planning requirements, procedures, and fund 

generation procedures of TIF districts by state. They 

mention that while states enabling acts provide some 

guidance on the establishment of TIF districts, the enabling 
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acts do not offer specific criteria, particularly on the 

selection of the location and size of a TIF district. 

Frieden and Kaplan (1975) stated that the presence of 

the TIF concept appears to rest on the assumption that urban 

renewal is the main source of incremental enhancement of the 

value of blighted urban lands. They stated if that 

assumption was true, a city would capture the benefits of 

its redevelopment efforts. They claimed this assumption is 

clearly false. They purported that in an inflationary 

economy, land values will tend to rise in all urban renewal 

areas—even in ones where public redevelopment programs are 

utterly misconceived. They claimed that in light of the 

powerful impact of inflation, TIF gives municipalities an 

almost foolproof way to drain the treasuries of other 

overlapping governments. 

Mead (1989) reported that TIF enabling legislation has 

been held valid in most jurisdictions, however its 

applications have been challenged in a number of states.^ 

Mead (1989) stated that claims of judicial invalidation have 

focused on several constitutional issues which include equal 

^Salt Lake Co. v. Murray Citv Redev. . 598 P.2d 1339 (Utah 
1979); state ex rel. Schneider v. City of Topeka^ 605 
P.2d 556 (Kan. 1980); Denver Urban Renewal Authority v. 
Byrne, 618 P.2d 1374 (Colo. 1980); State v. Miami Beach 
Redev. Agency, 392 So.2d 875 (Fla. 1980). 
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protection,2 due process,^ lack of public purpose"* and 

unlawful delegation of authority.^ Mead (1989) concluded 

by noting that TIF has consistently been upheld. 

Huddleston (1986a) studied the distribution of 

infrastructure development costs under TIF. This work 

suggests that TIF requires financial and economic 

development planners to understand the fiscal 

interrelatedness of municipalities and other taxing entities 

^See: Tribe v. Salt Lake City Corp.. 540 P.2d 499 (Utah 1975); 
Richards v. Muscatine. 237 N.W.2d 48 (Iowa, 1975). The 
Courts in both cases rejected arguments that taxpayers 
outside the project area would be paying a 
disproportionate share of the city's financial burden 
during the life of the project. 

^See: Card v. Community Redevelopment Agency, 131 Cal. Rptr. 
153 (Cal. Ct. App. 1976); Salt Lake County v. Murray City 
Redevelopment. 598 P.2d 1339 (Utah 1979). Agency failure 
to make findings and provide notice of hearings on 
evidence regarding factual questions of blight may result 
in the deprivation of property rights within due process 
of law. 

În re Bunker Hill Urban Renewal Project. 389 P2d 538 (Ca. 
1964). The California Supreme Court refused to examine 
a legislative finding of public purpose stating "a court 
is not empowered to substitute its determination for the 
determination of the agency or the legislative body in 
the absence of abuse of discretion, fraud, collusion or 
bad faith on the part of the agency or the legislative 
body." Id. at 549. 

^See: Metro Development & Housing Agency v. Leech, 591 S.W.2d 
427 (Tenn. 1979); State ex rel. Schneider v. Topeka. 605 
P.2d 556 (Kan. 1980); City of Sparks v. Best, 605 P. 2d 
638 (Nev. 1980). Most courts have rejected delegation of 
authority challenges and upheld delegation by the state 
legislature of authority to tax. Cf.. Miller v. Covington 
Development Authority, 539 S.W.2d 1 (Ky. 1976). The 
Kentucky Supreme Court held that legislative decision
making powers were improperly delegated to the local 
agency. 
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within a metropolitan area, and the effected taxpayers. A 

flow-of-funds analysis on the TIF projects undertaken by 

nine municipalities in Wisconsin is included. This analysis 

showed that taxpayers in some municipalities may pay more in 

property taxes for the use of TIF than they would have paid 

financing their own development projects solely through 

local taxes. In other words, because of overlapping taxing 

jurisdictions some revenues gained by one taxing 

jurisdiction may be offset by losses incurred by another. 

The author also stated that a clear identification of 

taxpayer costs under TIF should improve local development 

decisions. One example could be the potential shifting of 

tax revenues from one district to another, therefore causing 

a rise in the overall tax rate to the taxpayer (Huddleston, 

1986a). 

In Huddleston (1986b), intra-metropolitan (within a 

metropolitan area) financial flows under tax increment 

financing are described. This paper examined the tax shifts 

(i.e. reallocation of tax revenues from one set of taxpayers 

to another) among taxpayers that results when TIF is used by 

numerous municipalities in a single urban area. It 

concluded that TIF may produce a negative financial impact 

on some taxpayers within a metropolitan area. Specifically 

TIF districts may shift the tax burden on those outside of 

the TIF district. Huddleston (1986b) stated that higher 

eligibility requirements for TIF usage, stricter zoning 
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controls for municipalities, and increased auditing of TIF 

project expenditures must take place to minimize such 

impacts. Huddleston (1986b) did not offer specific 

explanation as to how these suggestions would minimize such 

impacts. 

Greuling (1987) offered recommendations for communities 

contemplating the use of TIF as part of an overall downtown 

redevelopment program. These include: (1) using care to 

avoid abuses (such as using TIF for non-blighted areas); (2) 

setting realistic goals, with careful planning of projects 

to meet those goals; (3) being sensitive to the realities of 

the private development process and markets; (4) not 

expecting TIF redevelopment to be a cure-all for all 

municipal projects; and (5) being prepared to make a 

long-term (usually twenty year) commitment to the program. 

Arana (1986) explored the use of TIF as a response to 

the Proposition 13 tax-limitation measure of 1978. Since 

then, municipalities and counties in California have had to 

find alternatives to property tax increases for financing 

the infrastructure associated with new development. TIF is 

described as having two advantages in helping California 

local governments cope with Proposition 13. It can be used 

to revitalize urban areas without an increase in taxes. It 

also circumvents Proposition 13's restriction on issuing 

general obligation bonds because it is a separate taxing 

authority. To create a TIF district, the locality declares 
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the area blighted and zones the locality for redevelopment. 

The taxes the area pays into the general fund are 

unilaterally frozen, and the redevelopment agency receives 

future tax increments. Then the agency floats bonds against 

expected future tax revenues. However, TIF was noted as 

having some disadvantages. A market (or sufficient demand) 

is not always available for a specific area to be developed, 

and TIF districts are thought by other taxing jurisdictions 

to depress the local tax base. The author stated that, 

according to the California Debt Advisory Commission, 

approximately 3.5% of the property value in California is 

funneled into TIF districts. California school districts 

oppose the districts as the schools would normally get a 

portion of the tax increments retained by the TIF district. 

This opposition does not tend to be as prevalent if property 

values are low prior to establishment of the TIF. 

Along with the descriptive studies, there have been 

empirically-based studies examining TIF on a regional or 

statewide basis. One such study (Schunhoff, 1975) 

investigates the nature and magnitude of the net social 

benefits, such as redevelopment of blighted areas generated 

by urban renewal projects financed by TIF. It also examines 

the distribution of these benefits and costs among taxpayers 

in various taxing jurisdictions. The distribution of costs 

under alternative financing plans is explored. The primary 

conclusion of the study is that significant costs of TIF 
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projects in Oregon are borne by the taxpayers of overlapping 

jurisdictions through higher taxes (Schunhoff, 1975). 

Another study (O'Toole, 1977) analyzes urban 

redevelopment as a structural change strategy for urban 

improvement in three municipalities. He provides a 

framework for analyzing and speculating upon the outcomes 

which TIF promotes. 0'Toole (1977) focuses on the effects 

produced by TIF with regard to: (1) the fiscal consequences 

which follow from the use of TIF, (2) the managerial and 

administrative consequences associated with TIF, and (3) who 

benefits from TIF. O'Toole (1977) concludes that TIF is 

relatively easy for local municipalities to implement, but 

has more potential for abuse. His conclusion is based on 

the limited role the state of California plays in monitoring 

TIF use by local governments (O'Toole, 1977). 

Kalous (1983) examined the: (1) costs of TIF to the 

State of Colorado under the Colorado Public School Finance 

Act, (2) losses of revenue to a school district's Capital 

Reserve and Insurance Reserve Funds, and (3) changes in 

millage rates of a school district's Bond Redemption Fund 

caused by a TIF program within the school district. Kalous 

found that the local property tax rates for the Bond 

Redemption Fund would be higher because the tax increment 

was not able to support approved bond issues. The measured 

impact was as high as $1.63 per year for a taxpayer with a 

$15,000 assessed valuation house. 
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Sweeney (1989) analyzes TIF from the perspective of the 

schools and attempts to identify some of the ways in which 

school districts can approach participation in the TIF 

process. Sweeney indicates that TIF can be beneficial both 

politically and financially to school districts. The 

research also suggests that there are a variety of ways in 

which school districts can ameliorate the loss of funds 

and/or a potential increase in student population. 

Davis (1989) describes how TIF has been shown to 

negatively impact other taxing jurisdictions, through: (1) 

the "new parcel" problem in which a new assessed value will 

need to be established; (2) the "offsetting loss" problem 

where, depending on whether the base assessed value is 

calculated using an aggregate method or the parcel method, 

the difference in the TIF increment can be substantial; (3) 

the "intensified use" problem which encourages using the 

land and tax values of neighboring TIF districts to support 

developments within the TIF district; (4) the "tax exempt" 

problem where municipalities could purposely make property 

tax-exempt in order to create a base assessed value of zero 

dollars; (5) the "homestead exemption" problem where taxing 

bodies will be negatively impacted if the TIF redevelopment 

plan results in new homestead exemptions; and (6) the 

"accountability" problem with regard to the absence of any 

system of checks and balances with TIF. 
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Anderson (1990) analyzed which municipalities have 

adopted TIF plans and whether they have experienced greater 

growth in property values. He uses a sample of two hundred 

and fifty-five (255) Michigan municipalities, of which 

sixty-three (63) had established TIF districts. Empirical 

estimates, using a probit regression model^, of the 

TIF-adoption decision indicate that TIF-adopting 

municipalities experienced greater overall property value 

increases for both TIF and non-TIF areas of the city than 

non-TIF municipalities. This generalization is valid after 

controlling for the effect of city size, changing city 

population, and the property tax millage rates. The 

difference in the estimated change in overall property value 

under a city using TIF as compared to a non-TIF city is 

significant in explaining why some municipalities adopt a 

TIF program. His analysis finds a positive association 

between property value growth and TIF adoption. He was not 

convinced that TIF districts actually cause growth. He 

inferred that the increase in property values may not be 

real, but simply a "tax office phenomenon" where property 

assessments are being artificially inflated to make the TIF 

zone appear successful in terms of increased property value 

T̂he logistic and probit transformations are quite similar. 
The only difference is that the logistic distribution has 
slightly flatter tails. Because it is similar to the 
cumulative normal function (of probit) but easier to 
calculate and interpret, the logistic model is often used 
as a substitute for the probit (Pindyck et al., 1991). 
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(Anderson, 1990). Empirical results indicate that 

municipalities are not adopting TIF plans because of either: 

(1) a high overall property tax rate, or (2) a relatively 

small municipal property tax rate in relation to the total 

tax rate of taxing jurisdictions in the community (Anderson, 

1990). 

Michael (1987) examined the changes made by the Tax 

Reform Act (TRA) of 1986. These revisions cause local 

governments to bear a larger share of the costs of urban 

redevelopment projects (Michael, 1987). TIF, through the 

issuance of bonds, is one method local governments use to 

finance such infrastructure projects (Michael, 1987). 

Before the TRA, interest on state and local bonds was 

tax-exempt (Michael, 1987). Under the TRA, many municipal 

bonds are considered private-activity bonds and are, 

therefore, taxable (Michael, 1987). Local governments have 

three alternate means of modifying a TIF program to adapt to 

the new federal rules. First, they can adopt a strategy 

which allows TIF bonds to qualify as governmental purpose 

tax-exempt bonds. Second, they can try to meet the criteria 

for qualified redevelopment bonds or other qualified 

private-activity bonds. Third, they can stop trying to 

qualify xinder the federal rules and use taxable bonds 

instead (Michael, 1987). 

Along with the descriptive and empirical studies found 

in the literature, several case studies describe in detail 
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the application of TIF to specific areas. The following is 

an example of TIF's usage in San Jose. San Jose is located 

in the center of California's "Silicon Valley," an area 

where a whirlwind of revitalization has taken place. Led by 

the San Jose Redevelopment Agency, associated activity has 

created 9,000 permanent new jobs, 2,200 housing units, and 

2.4 million square feet of office space in the last decade 

(Tessler, 1988). Much of the $1.6 billion needed for the 

total redevelopment program, specifically infrastructure 

improvements and other development subsidies, is being 

raised through TIF (Tessler, 1988). Tessler (1988) noted 

that critics contend money from an increased tax base could 

instead be used to meet other governmental needs. He 

observed that the tax increments have come primarily from 

two booming industrial areas largely populated with 

aerospace and computer companies. 

Another example of TIF's usage is the Springfield, 

Illinois situation. Here TIF was used to halt the decline 

of the downtown business area (Ritter, 1990). Local 

officials claim this TIF district has been extremely 

successful, based on an increase of $11.8 million in 

aggregated assessed values from 1981 through 1987. However, 

Ritter noted that such claims were unjustified, based on an 

assessment-sale price ratio study of the 1985-1987 figures, 

and argued that local assessors were poorly estimating the 

market values of parcels located within the TIF district. 
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The findings demonstrate a need to collect and maintain 

additional information on TIF districts and a need to remain 

skeptical about public officials' optimistic evaluations 

(Ritter, 1990). 

Another example of TIF is in Buffalo Grove, Illinois. 

In this case the city used TIF to pay for roads, drainage, 

landscaping, utilities, parks and other public improvements 

within the district. This new suburban town center includes 

housing, shopping centers, offices and public gathering 

places located close together (Langdon, 1990). Despite this 

example, Langdon (1990) claimed that governments generally 

have yet to come to grips with the financial requirements of 

developing such centers because of their relatively limited 

experience in market driven activities. 

Equity, Effectiveness, and 
Efficiency Evaluation Concerns 

To examine TIF, local economic development financing 

should be explored. This is necessary to address concerns 

surrounding local revenue sources such as TIF and to discern 

items to be evaluated (Strachota, 1991). This section 

explores each of the three most prevalent objectives of 

local government finance, specifically equity, 

effectiveness, and efficiency. 

Revenue sources such as TIF support the operations of 

municipal governments, making it possible to carry out their 

responsibilities and functions with regard to the provision 
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of infrastructure. Special purpose revenue sources such as 

TIF should be designed to ensure and promote equity, 

effectiveness, and efficiency in the fulfillment of local 

regulatory and service responsibilities (Strachota, 1991). 

Equity is achieved if financial disparities among local 

governments are minimized (Strachota, 1991). Effectiveness 

is a matter of how well government programs and services 

meet their objectives (Strachota, 1991). Efficiency is 

attained if costs incurred by programs and services are 

covered by the revenues they generate (Strachota, 1991). 

Issues surrounding project equity are presented by 

Fulton (1988) who describes how, in Southern California, 

vocal and well-financed opposition groups have singled out 

renewal agencies for attack in coxincil chambers and in 

court. Renewal agency officials state that citizen 

activists have scored an impressive series of victories in 

fighting redevelopment (Fulton, 1988). Since TIF permits a 

city to keep all increases in property tax revenue within a 

redevelopment district (as long as the money is spent on 

specific improvements in the district), those outside the 

district claim that they are not being treated equally 

(i.e., they are not receiving targeted tax expenditures such 

as properties in the TIF district). Fulton (1988) also 

observed that because the power of eminent domain can be 

used to rearrange parcels of private property, such as local 

governments buying property and redistributing it to 
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redevelopment agencies, citizens have claimed such practices 

as unfair. Apparently such citizens perceive the 

intervention by government into the local real estate market 

as a taking of their property. 

The California Health and Safety Code calls for the 

creation of a project area committee if a redevelopment 

project, such as TIF, is likely to displace many low and 

moderate income residents. Displacement occurs when 

residents of a targeted redevelopment area are forced to 

relocate to another area of the community. Fulton (1988) 

notes that potential redevelopment projects, involving the 

use of TIF, have been stopped by these committees because of 

concerns regarding their perceived inequity. This perceived 

inequity arises when these committees claim that a 

redevelopment project district is not fully considering the 

impact of its redevelopment on existing residents and 

businesses, such as the displacement of existing residents. 

In response to the uncertainty of municipal economic 

development efforts, economic development practitioners 

claim to undertake formalistic or politically visible 

activities^ (Rubin, 1989). The practitioners indicate that 

^"Politicians supported tax abatement not because it was 
effective but because it was a remarkably easy path to 
follow, one that allowed them to claim they were mounting 
a serious attack on the economic problems of the city. 
Tax abatement is like the explorer who knows of an 
eclipse of the sun. Encountering a group of natives, he 
performs an elaborate ceremony to darken the sun, and the 
stunned natives worship him as a man of supernatural 
power ever after. Similarly, nothing is more tempting 
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city leaders tend to encourage these symbolic economic 

development efforts (Rubin, 1989). Concerns with formalism 

and symbolism are most prevalent among those economic 

development practitioners, many of whom are advocates of 

TIF, that work in municipalities with a large number of 

economic problems (Rubin, 1989). Two examples of such 

economic problems include a deteriorating tax base in the 

central business district and an increased demand for public 

infrastructure. Many practitioners feel pressured by local 

politicians or economic development boards to simply "do 

something" (Rubin, 1989). Implications of symbolic economic 

development efforts include using TIF districts to 

redistribute income from ordinary citizens to the wealthier 

business community. This redistribution (whether actual or 

perceived) could be considered inequitable (Rubin, 1989). 

Mandelker (1986) suggested that economic development 

partnerships between local governments and private 

developers are increasing. He also mentioned that a growing 

body of state law determines the legal framework for such 

partnerships. The legal framework is based on the equity of 

public entrepreneurial powers (i.e., using the powers of 

taxation and eminent domain to help a private sector 

developer accomplish a public purpose). His discussion of 

for a politician than to take a bow for causing some 
massive private project. With tax abatement, politicians 
can point to towering skyscrapers downtown and say, 
'without my help these never would have come about.' The 
population is stunned and grateful" (Swanstrom, 1985). 
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the law relating to tax increment financing (TIF) and the 

use of eminent domain to assemble land for economic 

development shows the wide variety of financing and land 

acquisition techniques available. In most states, the power 

of eminent domain is given to TIF districts (Mandelker, 

1986). While problems (such as allowing cities to use their 

governmental powers to aid private sector developers) remain 

in some states, the courts have been receptive to local 

programs, such as TIF, that provide for public participation 

with private developers in economic development programs 

(Mandelker, 1986). Although legal issues (such as those 

previously discussed in Mead (1989)) have not been fully 

tested, the legal outlook for these practices is favorable 

(Mandelker, 1986). Mandelker observed that in order to 

promote a secure legal base for local economic development 

activities, local governments need carefully drafted state 

legislation and must avoid using TIF when it is not 

warranted (Mandelker, 1986). An examination of TIF 

legislation by states is presented later in this chapter. 

In summary, the concerns surrounding the equity of TIF 

as a municipal revenue source for economic development focus 

on the displacement of residents (Fulton, 1988), the 

redistribution of tax revenues (Rubin, 1989), and the use of 

public entrepreneurial powers (Mandelker, 1986). 

Another significant issue surrounding the use of TIF 

economic development strategy is whether all the effort 
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being focused on economic development activities is really 

accomplishing its established goals and objectives (Feiock, 

1988). In other words, is it effective? Feiock (1988) 

studied local government incentive policies, such as TIF, 

and their effect upon business activity within 

municipalities or the district. His findings did show some 

support for the relationship between development policies 

and urban economic growth. The number of different 

incentives (i.e., tax abatements, less restrictive zoning 

requirements, etc.) offered by a local government is 

positively related to change in the number of new 

businesses. Incentive policy positively correlates to 

changes in employment and new capital investment, but the 

relationship is not as strong as with the number of firms 

(Feiock, 1988). Feiock (1988) suggested that, although 

incentives (such as TIF) may be expensive, the costs of not 

acting may be much greater. 

Murray (1990) stated that there appears to be a 

consensus about the effectiveness of a limited number of 

economic development programs such as TIF. He notes that 

most studies have found that the general tax and expenditure 

structure exerts little or no impact on the location of 

growth or economic activity. He also suggests that there is 

little evidence to indicate that economic growth can be 

generated due to infrastructure improvement or expansion. 
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As a contrast to Murray (1990), Zorn (1986) found that 

public infrastructure does effect whether new growth occurs. 

He suggests the use of TIF to help finance public 

infrastructure development, such as street, lighting, water, 

sewer, and landscaping improvements. 

In summary, the concerns regarding the effectiveness of 

TIF focus on the extent to which incentives stimulate 

economic growth (Feiock, 1988), the minimal impact that 

local tax and expenditures have on the location of growth or 

economic activity (Murray, 1990), and whether infrastructure 

development influences new growth or development activity to 

occur (Zorn, 1986). 

The last concern associated with an economic 

development incentives/revenue program, such as TIF, is 

whether it is cost-efficient. Local governments' new 

approach to self-renewal, or revitalization, is based upon 

it being cost-efficient (Kemp, 1986b). According to Kemp 

(1986b), urban revitalization relies on offering economic 

development incentives to the private sector. This urban 

revitalization may include: (1) business assistance 

programs, (2) business retention programs, (3) small 

business development, (4) reductions in user fee charges to 

developers, (5) selling land at a price below market value 

to developers, and (6) economic development corporations 

(Kemp, 1986b). Many of these incentives are new and 

innovative, and all have been created and fostered by a 
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political philosophy emphasizing fiscal self-reliance (Kemp, 

1986b). The focus on economic development of blighted areas 

also places a decreasing reliance on state or federal 

categorical grants (Kemp, 1986b). 

Dramov (1985) reports that because public or private 

funding is increasingly limited, innovative real estate 

development techniques that are cost-efficient, including 

joint approaches, have emerged. He mentions that one of the 

most innovative strategies involving public/private joint 

venture projects is the development of private facilities 

(such as civic centers, parking garages, and low-income 

housing) on public lands. Such joint ventures between the 

public and private sector occur when common goals can be 

obtained more efficiently by working closely together, 

instead of working separately. According to Dramov (1985), 

the success of these collaborations is dependent on: (1) the 

incorporation of a broad base of interests in establishing 

public objectives for the project, and (2) consideration of 

diverse points of view. He stated that when such public/ 

private projects are undertaken, it is critical to make 

specific efforts to assist implementation. He concludes 

that development can be assisted by the city establishing a 

TIF district to enhance project attractiveness through 

improving infrastructure. 

Kemp (1986a) stated that public officials in local 

governments are developing strategies and incentives (such 
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as TIF) that are cost-efficient to achieve financial 

stability without increasing taxes. He also mentions that 

local governments coping with fewer tax dollars and greater 

demands for services must have a strategy of self-renewal 

and revitalization if they are to survive economically. 

Because it is difficult, if not impossible, to raise taxes, 

he stated that economic development offers the most 

politically acceptable vehicle to improve a local 

government's financial health. TIF districts are one way to 

respond to these concerns. 

In summary, the concerns regarding efficiency focus on 

the need for local government economic development to pay 

itself (Kemp, 1986b), the use of public/private partnerships 

to minimize costs (Dramov, 1985), and use of alternative 

financing sources to keep from raising local taxes (Kemp, 

1986a). 

In conclusion, an exploration of primary evaluation 

concerns surrounding the use of TIF was presented. On the 

basis of this review, each of the three evaluation criteria, 

equity, effectiveness, and efficiency, were deemed relevant 

for study (Strachota, 1991). 

Case Example—City of Apple Valley 

The following case example of a TIF district is taken 

from The Use of Tax Increment Financing bv the City of Apple 

Valley (City of Apple Valley, Minnesota, 1990). 
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Apple Valley's initial TIF district was approved to 

improve the quality of life in the community. The district 

assisted with the provision of housing through the planned 

construction of a nursing home and future construction of an 

apartment building for low and moderate income elderly 

persons. The facility was needed to improve the health, 

convenience, and the general welfare of the public. This 

was accomplished through the installation of improvements 

such as utility installation, road and walkway construction, 

landscaping, and the construction of a nursing home. The 

district also allows for the future construction of an 

apartment building within the district. 

The specific objectives of this tax increment finance 

district were as follows: (1) To provide safe, decent 

sanitary housing for all residents of the city and, in 

particular, low and moderate income elderly persons through 

the construction of a nursing home facility and future 

apartment complex; (2) To provide an adequate housing supply 

for all residents of the nursing home at a cost that they 

can afford; (3) To provide housing choices for low and 

moderate income elderly persons who find local area housing 

opportunities unavailable because of economic conditions, 

and lack facilities designed to serve the special needs of 

the elderly; (4) To provide project activities that will 

allow the construction of a planned nursing care facility 

and future apartment building for low and moderate income 
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elderly persons, as well as improving the health, welfare, 

and convenience of citizens living in, and next to, the 

district through the construction of public improvements. 

It was determined by city officials this housing 

project would not have been reasonably expected to occur 

solely through private investment and therefore the use of 

tax increment financing was deemed necessary. The goal was 

to deliver housing, through the construction of a nursing 

home, at lower than market rates, to serve elderly persons 

with low and moderate incomes. In planning this facility 

the developer encountered construction costs that would have 

preempted construction were it not for the assistance of tax 

increment financing. To compensate for these economic 

limitations, the city established a tax increment financing 

district to pay for infrastructure improvements. 

It was determined that TIF afforded maximum 

opportunity, consistent with the sound needs of the 

municipality as a whole, for the development or 

redevelopment of the project by private enterprise. The use 

of TIF afforded private enterprise the opportunity to 

develop a project consistent with the needs of the community 

by: (a) providing a source of revenue to the municipality 

which was used to assist private enterprise in developing a 

project which conformed to City plans and ordinances, (b) 

providing an additional source of revenue to private 

enterprise which may be used to improve the quality of a 
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project and allow maximum opportunity for development. The 

total funds collected from the TIF district in which this 

project was located were $559,259. This district was used 

during the 1982-1989 period. The original assessed value of 

the property in the district was $81,112 in 1982. The 

resulting project assessed value in 1989 was $1,662,621 

which represents a net assessed value captured of 

$1,581,509. The total tax increment generated during 1982-

1989 was $684,254. Approximately 30 jobs were also created 

by the project (City of Apple Valley, 1990). 

Legal Analyses of TIF Authorizing Statutes 

The primary legal issue regarding the evaluation of TIF 

is the effect that legal restrictions or conditions (state 

legislation) have on the use and overall success of TIF 

districts (to be discussed in Chapter V). Wyatt (1990) 

provides a general summary of state statutory provisions on 

TIF (see Table 2.1). The primary questions that Wyatt 

(1990) addresses are: (1) Are county governments allowed to 

spend the increment and administer the TIF project?, (2) Is 

the "but for" test required for establishing the TIF 

district?, (3) Is TIF allowed for general commercial or 

industrial development?, and (4) Do overlying taxing 

jurisdictions (i.e., school districts) have the choice to 

not participate? Based on the findings of Wyatt (1990), 

differences do exist in TIF state enabling legislation. 
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Appendix F includes a listing of legal citations and general 

information for TIF enabling legislation by state. 

Summary 

On the basis of the review of the literature, there is 

a need to apply the evaluation criterion of equity, 

effectiveness, and efficiency to established TIF districts. 

At this time, no study has yet to attempt to combine all 

three of these elements in a single analysis. To the 

author's knowledge, there have not been any studies that 

specifically addressed why some municipalities have chosen 

to not use TIF. Also, no other study has specifically 

collected information relating to what types of projects are 

predominantly associated with TIF. 
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Summary of i State 

TABLE 2.1 

Statutory Provisions 

[1] Are county governments allowed to 
and administer the TIF project? 

on 

spend the 

TIF 

increment 

[2] Is the "but for" test required for establishing the TIF 
district? 

[3] Is TIF allowed 
development? 

for < 

[4] Do overlying taxing 
districts) have the 

State 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Louisiana 
Maine 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New York 
Ohio 
Oregon 
Pennsylvania 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Virginia 
West Virginia 
Wisconsin 
Wyoming 

ni 
No 
Yes 
No 
No 

Yes 
Yes 
No 
No 
Yes 
No 
No 
Yes 
No 
No 
Yes 
No 
Yes 
Yes 
No 
Yes 
Yes 
No 
Yes 
— — — 

No 
No 
No 
No 
Yes 
Yes 
— — — 

No 
No 

general commercial or 

jurisdictions 
choice to not 

[21 
No 
Yes 
No 
Yes 

No 
No 
No 
Yes 
Yes 
No 
No 
No 
No 
Yes 
Yes 
No 
Yes 
No 
No 
No 
Yes 
No 
No 
— — — 

Yes 
No 
No 
No 
No 
No 
"-•""• 

Yes 
No 

(i.e., 

industrial 

school 
participate? 

[31 
No 
No 
No 
Yes 

No 
No 
No 
Yes 
Yes 
Yes 
No 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
Yes 
No 
No 
No 
No 
No 
— — — 

No 
No 
No 
No 
No 
No 
""—^ 

Yes 
No 

[41 
No 
No 
No 
No 

No 
Yes 
No 
No 
No 
No 
Yes 
Yes 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
No 
— — — 

Yes 
Yes 
No 
No 
Yes 
No 
— — — 

Yes 
No 

(Source: Wyatt, 1992) 
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CHAPTER III 

RESEARCH DESIGN AND 

METHOD OF DATA COLLECTION 

This chapter describes the research methodology used in 

this study. The research methodology conforms to acceptable 

procedures in the supporting disciplines upon which the 

investigator relied upon in the development of the research 

design. 

Research Design—Survey Methodology 

This study used a mail survey instrument to gather 

information regarding the use of TIF from municipal elected 

and appointed officials whose municipalities use TIF. Also, 

municipal officials whose municipalities do not use TIF were 

surveyed to determine the reasons why they have not used 

TIF. Information relating to various economic development 

activities and other TIF related information was also 

collected. 

A large body of literature exists concerning the use of 

questionnaires as survey instruments for the purpose of 

conducting empirical research. Since this research relies 

on written responses from municipal officials, several types 

of survey research techniques and problems associated with 

the use of mail questionnaires will be discussed (Wilcox, 

1990; Nasser, 1988; Hawkins et al., 1988; Martin et al., 

1989; Jobber, 1986). 
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Survey research, together with experimental and 

historical research, is one of the three primary 

methodologies of research design (Wilcox, 1990). Survey 

research consists of two basic types: normative and 

analytical (Wilcox, 1990). Normative survey research 

focuses primarily on obtaining descriptions and perceptions 

of reality, making inferences, and deriving conclusions 

based on those observations (Wilcox, 1990). Analytical 

survey research contributes additional structure to survey 

research in that it is primarily concerned with obtaining 

information that lends itself to statistical analysis and 

the quantitative testing of hypotheses (Wilcox, 1990). In 

other words, normative survey research is qualitative, while 

analytical survey research is quantitative (Wilcox, 1990). 

The data collected for this study have characteristics 

associated with both survey research methodologies. The 

survey instrument used in this study was designed to yield 

the desired information as well as maximize its efficiency 

and effectiveness in accomplishing this task. 

Questionnaire design has been described as a 

hierarchical process (Wilcox, 1990). The basic 

questionnaire design process as described by Wilcox is as 

follows: (1) start with the hypotheses formulation, (2) 

break down the problem into sub-problems or topics to be 

studied, (3) make a list of every specific piece of 

information that you wish to collect, (4) translate the 
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information needed for analysis into questions to be 

included on the questionnaire, (5) check the connection 

between questions and all other parts to see if these 

questions provide all that is needed to answer the 

hypotheses, (6) eliminate questions that do not serve a 

purpose (Wilcox, 1990). 

There are four basic assumptions concerning the 

respondent in the questionnaire design process: (1) the 

respondent has the information to answer the question, 

(2) the respondent understands the question being asked, 

(3) the respondent has the ability to communicate the 

response to the researcher, and (4) the respondent wants to 

tell the researcher (Wilcox, 1990). Each of these 

assumptions can be significantly influenced by the sample 

selection, question writing, and the questionnaire 

construction (Wilcox, 1990). 

The first assumption, that the respondent has the 

desired information, can be determined by screening or 

selecting respondents that are felt to possess the 

background necessary to answer the questions being asked 

(Wilcox, 1990). The most significant problem in this area 

is with an uninformed response in which respondents may 

attempt to answer a questionnaire, through reasoning from 

its context, without having a sufficient understanding of 

the subject material (Wilcox, 1990). Caution must be 

exercised when selecting the sample to be surveyed to 
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insure that respondents are qualified respondents (Wilcox, 

1990) . 

The second assumption, that the respondent understands 

the question, relates to issues of vocabulary and ambiguity 

(Wilcox, 1990). These issues can be resolved through 

careful design and wording of each question and through 

pretesting. Another way of dealing with this problem is by 

using focus groups, which are valuable precursors or 

supplements to survey research (Nasser, 1988). Focus groups 

can be used for: (1) generating or screening new ideas, (2) 

providing preliminary guidance, (3) identifying key issues, 

and (4) understanding audience opinion (Nasser, 1988). 

However, focus groups have their limits and should be 

avoided as a substitute for an opinion survey (Nasser, 

1988). What is more important, they do not provide 

projectable estimates (Nasser, 1988). When using a focus 

group, it is important to: (1) delineate specific 

objectives, (2) tightly define the target audience, and (3) 

carefully recruit participants (Nasser, 1988). A 

quantitative study can be used to test conclusions and get 

projectable results (Nasser, 1988). 

The third assumption, that the respondent can 

accurately communicate his or her knowledge to the 

researcher, is dependent on the structuring of the research 

questions and their corresponding requested answers (Wilcox, 

1990). The problem that usually occurs is one of faulty 
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question design (Wilcox, 1990). This involves having loaded 

or awkward questions, missing alternatives, and double 

questions (Wilcox, 1990). Efforts need to be expended to 

insure that these problems are considered when designing 

each question (Wilcox, 1990). 

In survey research methodology, response quality 

(accuracy) is replacing response quantity (response rate and 

non-response error) as the main issue (Hawkins et al., 

1988). Hawkins attempted to determine whether the addition 

of a monetary incentive would change the results of a prior 

mailing. In the first mailing, five hundred (500) members 

of the general public from four (4) municipalities were sent 

a questionnaire where respondents were asked to assess the 

past performance of a fictitious public agency. Uninformed 

response was the dependent variable. Expectation was 

manipulated by the presence or absence of a "don't know" 

category, and obligation was manipulated by the presence or 

absence of $1 accompanying the questionnaire. The "don't 

know" option had no impact based on the overall uninformed 

response rate (Hawkins et al., 1988). Questionnaires with a 

one-dollar incentive had a higher xininformed response rate 

than those without such an incentive for total uninformed 

response (Hawkins et al., 1988). Individuals who received a 

monetary incentive did not react differently to the presence 

of a "don't know" option than those who did not receive an 

inducement. Therefore, a financial inducement, other than 
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return postage, was not felt to be necessary to improve 

response quality (Hawkins et al., 1988). 

The fourth and final assumption is that the respondent 

wants to tell the researcher what he or she knows (Wilcox, 

1990). This particular assumption is concerned with the 

refusal of a respondent to participate in the researcher's 

study. The researcher has the least amount of direct 

control over this assumption than any of those previously 

mentioned (Wilcox, 1990). 

Martin et al. (1989) and Jobber (1986) discuss the 

manipulation and control of the rate of response used in 

some questionnaire research. Manipulation and control refer 

to whether the researcher is able to influence response 

rates by using specific or a set of techniques. Previous 

research on the response rate associated with mail surveys 

has focused on the percentage of questionnaires returned as 

the major variable of interest (Martin et al., 1989). The 

purpose of the Martin et al.'s (1989) study was to evaluate 

economic costs to the researchers associated with improving 

response rates. The goal of the research was to test a 

method of analysis for concurrently dealing with costs and 

response rates in mail questionnaire research designs. Four 

response inducement techniques—pre-notification, follow-up, 

personalization of cover letter, and return postage—have 

consistently improved response rates (Martin et al., 1989). 

Martin et al. (1989) compared these techniques based on 
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their relative contributions to response rate improvements 

and the per response cost of each. The consideration of 

costs and benefits of significant criteria indicate that 

pre-notification should be used first, then a follow-up 

request should be sent. 

Experimental mail survey research that explores the 

effectiveness of potential response inducement methods among 

industrial populations is reviewed by Jobber (1986). 

Studies investigating prior notification techniques, both 

prior letter and request for prior commitment, found that 

highest absolute response occurred among the group without 

prior notification (Jobber, 1986). It was found that some 

firms used other methods concurrently with the mail 

questionnaire, including: (1) monetary and non-monetary 

incentives, (2) types of postage, (3) personalization, (4) 

anonymity, (5) paper color, (6) types of appeal, (7) 

postscripts, (8) deadlines, (9) question type, and (10) 

questionnaire size. Findings suggest that money and 

non-monetary incentives and stamps on return envelopes 

improve response quantity. A high degree of consistency of 

findings in many experiments regarding mail surveys to 

industrial populations was discovered (Jobber, 1986). 

In summary, a description of survey research 

methodology and some of the procedural issues surrounding 

questionnaire design has been reviewed. After examining 

some of these procedural issues, the following steps were 
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taken to incorporate the direction provided by the 

literature into the research design for this study. First, 

a prepaid response envelope was included for the 

respondent's convenience. Second, questions on the survey 

instrument which attempted to gauge the respondent's 

perception were kept to a minimum. Each question was 

carefully worded. Third, stating that the study results 

would be published by the International City/County 

Management Association (ICMA) was thought to increase the 

credibility of the research, hopefully increasing the 

overall response rate. Finally, by mailing the survey 

directly to the city manager/administrator of the 

municipality, it was thought either this person or a staff 

person most familiar with TIF would complete the survey. 

Description of Subjects 

Using information contained in Paetsch et al. (1990), 

the total number of municipalities in the United States 

known to be using TIF was one-thousand one-hundred and seven 

(1,107). Assuming that several municipalities have adopted 

TIF following the Paetsch study, it is quite possible there 

are at least two-thousand (2,000) municipalities using TIF. 

For perspective, there are nineteen-thousand two-hundred and 

fifty-two (19,252) municipalities in the United States (U.S. 

Department of Commerce, 1990). 
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Municipal administrative and economic development 

officials from three hundred (300) municipalities throughout 

the nation were surveyed using a mail questionnaire. For a 

listing of the municipalities surveyed, see Appendix D. A 

U.S. map plot of the number of mxinicipalities surveyed by 

state is included as Appendix E. Of the three hundred (300) 

municipalities included in the survey, one hundred and 

eighty-nine (189), or sixty-three percent (63%), responded. 

One hundred and twenty-eight (128), or sixty-eight percent 

(68%), currently use TIF; whereas the remaining sixty-one 

(61), or thirty-two percent (32%), currently do not. This 

sample was drawn from a mailing list provided by the ICMA 

containing municipalities from the following thirty-four 

(34) states: Arkansas, California, Colorado, Connecticut, 

Delaware, Florida, Georgia, Idaho, Illinois, Indiana, Iowa, 

Kansas, Louisiana, Maine, Michigan, Minnesota, Mississippi, 

Missouri, Montana, Nebraska, Nevada, New York, Ohio, Oregon, 

Pennsylvania, South Carolina, South Dakota, Tennessee, 

Texas, Utah, Virginia, West Virginia, Wisconsin, and Wyoming 

(Farr, 1989). One hxindred and fifty (150) municipalities 

that currently use TIF were randomly selected from the list. 

A separate random sample of one hundred and fifty (150) 

municipalities not known to use TIF was also drawn from the 

ICMA list. 
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Criterion Variables 

The following criterion variables were of primary 

importance when evaluating tax increment financing as a 

source of municipal revenue: 

Equity: The extent to which TIF is not responsible for 

creating financial disparity among taxpayers or among other 

taxing jurisdictions; in other words, benefitting one group 

more than another. Concern surrounding TIF use comes from 

those inside as well as those outside the district. 

Effectiveness; The extent to which TIF accomplishes its 

primary objective of stimulating economic growth as measured 

by the change in property tax values in the TIF district. 

Efficiency; The extent to which TIF district revenues 

exceed the costs associated with the administration and 

implementation of the TIF district. 

Ouestionnaire Development and Design 

This subsection describes the development and design of 

the questionnaire used for this study. 

The survey instrument used in this study was developed 

based upon relevant literature, published research, and 

professional consultation with a recognized expert in 

questionnaire design. Dr. James B. Wilcox, Professor of 

Marketing, College of Business Administration, Texas Tech 

University. The questionnaire design, a multiple-choice 

format, was chosen because this format appears to be widely 
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used in social science research where it assists in 

standardizing respondents' answers (Wilcox, 1990). 

Municipal administrative officials were assumed to 

possess the information required to complete the 

questionnaire. 

A mail questionnaire with a prepaid response envelope 

was used because it has been shown by researchers, as 

reported within the survey methodology literature review 

section, to be the most cost-efficient and timely manner of 

collecting the data (Wilcox, 1990; Martin et al., 1989; 

Jobber, 1989). 

The questions on the survey instrument were developed 

to address the evaluation criteria of equity, effectiveness, 

and efficiency. Other questions relating to the specific 

character of the municipality and the TIF district were also 

developed. The first draft of the survey instrument 

included questions relating to the evaluation concerns. 

After many subsequent revisions, the present set of 

questions was developed and written. The current design was 

developed in order to make recording the data relatively 

straightforward and organized. 

An initial pretest of the original questionnaire was 

performed during May 1991. After the pretest results were 

received, efforts were made to substantially revise the 

types of questions asked in order to provide more reliable, 

useful, and less subjective information. 
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For the final survey instrument, NCSS {Number Cruncher 

Statistical System} (Hintz, 1991) was used to determine the 

sample size needed to be representative of the population. 

To be ninety-five percent (95%) confident that the results 

from this study were representative of all cities using TIF, 

a sample size of approximately one hundred and thirteen 

(113) responses was required. Three hundred (300) surveys 

were mailed. A forty percent (40%) usable response rate was 

anticipated. 

The final survey instrument was mailed after the 

research proposal was approved by the dissertation committee 

in December 1991. The results received from the study were 

compiled as they were received from the respondents. The 

last day that responses were received was January 31, 1992. 

The results were analyzed during January and February of 

1992 using the techniques described in Chapter III. 

Statistical Methods 

This subsection discusses the statistical techniques 

used to analyze the data generated from the questionnaires. 

Data from the questionnaires were categorized and organized 

using tables showing percentage responses and content 

summaries for each question. 

The research hypotheses examined in this study, with 

both the null hypothesis (assumption that experimental 

results are due to chance alone) and the alternative 
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hypothesis (theory that will be confirmed if the null 

hypothesis is rejected), are as follows: 

Hypothesis #1 - Eguitv Criterion; 

Null hypothesis: 
Financial disparity complaints levied against a 
municipality regarding the perceived negative 
impact and use of TIF have not been resolved. 

Alternative hypothesis: 
Financial disparity complaints levied against a 
municipality regarding the perceived negative 
impact and use of TIF have been resolved. 

Financial disparity occurs when one group is given 

financial assistance at the expense of another group which 

does not directly benefit from giving the assistance 

(Strachota, 1991). To test this hypothesis, a one-tailed 

t-test® is used to assess the extent to which financial 

disparity complaints levied against the municipality 

regarding the use of TIF have been resolved. The data used 

to test this hypothesis are taken from the responses to 

question #14 on the survey instrument. The data are coded 

in the following manner: 

1 = YES (Complaints have been resolved) 

®A one-tailed test is used to test a hypothesis involving an 
inequality. The hypothesis is rejected only if the 
calculated test statistic falls in the appropriate tail. 
The t-test statistic is a quantity calculated from 
observed quantities used to test a null hypothesis; the 
test statistic is constructed so that it will come from 
a known distribution if the null hypothesis is true; 
therefore, the null hypothesis is rejected if it seems 
implausible that the observed value of the test statistic 
could have come from that distribution (Downing et al., 
1985). 
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0 = NO (Complaints have not been resolved). 

The t-test compares the percentage of complaints that 

have been resolved through better communication and 

education to the null hypothesis. The null is where 

education and communication would have no impact one way or 

another; in other words, the percentage of complaints 

resolved would simply be fifty percent (50%). If the t-test 

results are not significant at the five percent (5%) level, 

the null hypothesis will not be rejected. However, if the 

t-test results are significant at the five percent (5%) 

level, the null hypothesis will be rejected in favor of the 

alternative hypothesis. 

Hypothesis #2 - Effectiveness Criterion; 

Null hypothesis; 
The establishment of a TIF district has no 
statistically significant impact on property tax 
values within the TIF district. 

Alternative hypothesis; 
The establishment of a TIF district is associated 
with a statistically significant resulting 
increase or decrease in property tax values within 
the TIF district. 

To assess the change in property tax value, a one-

tailed t-test is applied. The data used for this hypothesis 

test uses questions #11 and #12 on the survey instrument. 

Both questions are coded in the following manner: 

1 = Rapid increase 
2 = Moderate growth 
3 = Slow growth 
4 = Stable 
5 = Modest decline 
6 = Significant decline 
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7 = Rapid decline 

8 = Not sure. 

If the response to either question is "not sure," that 

observation is excluded from analysis. These observations 

were excluded from analysis because they yielded no specific 

information to be tested. The purpose of this test is to 

determine if a positive relationship exists between the 

property tax values in the TIF district before and after its 

establishment. 

The t,~test will compare the overall change in property 

tax values in TIF districts to the null hypothesis (where 

the change is not statistically different from zero at the 

5% level). Question #11 subtracted from Question #12 will 

be the measure of change used for this hypothesis test. If 

this measure of change is positive, then an increase has 

occurred. If the measure of change is negative, then a 

decrease has occurred. The null is where no significant 

change occurs in the property tax values. If the t.-test 

results are not significant at the five percent (5%) level, 

the null hypothesis will not be rejected. However, if the 

t-test results are significant at the five percent (5%) 

level, the null hypothesis will be rejected in favor of the 

alternative hypothesis. 

Hypothesis #3 - Efficiency Criterion: 

Null hypothesis: 
Tax increment financing revenues have fallen short 
of covering tax increment financing project costs. 
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Alternative hypothesis: 
Tax increment financing revenues have covered or 
exceeded tax increment financing project costs. 

To test this hypothesis, a one-tailed t-test to examine 

whether TIF districts have covered or exceeded their project 

costs is performed. This hypothesis test uses the data from 

question #13 on the survey instrument. The responses from 

this question are coded in the following manner: 

1 = more than +20% 
2 = between +5% and +20% 
3 = between +5% and -5% 
4 = between -5% and -20% 
5 = more than -20% 

6 = not sure. 

The percentage spreads (listed above) used for coding 

purposes were selected to give information as to whether the 

relationship between costs and revenues was extraordinary 

(more or less than 20%), moderate (between 5% and 20%), or 

minimal (between +5% and -5%). If the question response 

given is "not sure," that observation is excluded from 

analysis. The t-test will be used to compare TIF districts 

that have adequately covered or exceeded costs (i.e., 

administrative, planning, and site preparation) to the null 

hypothesis (where costs would be expected to be 

significantly more than TIF revenues). Special situations 

which could slow down early revenues to the districts were 

not considered. If the responses from Question #13 are 

significantly less than "3," then the null hypothesis will 

be rejected. If the t-test results are not significant at 

the five percent (5%) level, the null hypothesis will not be 
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rejected. However, if the t-test results are significant at 

the five percent (5%) level, the null hypothesis will be 

rejected in favor of the alternative hypothesis. 

All data collected from the survey instrument were 

recorded in a tabular spreadsheet format. When 

questionnaires were received, they were immediately entered 

into a computer package, LOTUS 1-2-3, for statistical 

analysis and data table construction (Ashton Tate Software, 

1986). 

Logistic Regression Analysis 

To examine the characteristics that may contribute to a 

city's decision to use TIF, a multiple logistic regression 

model is applied to the data (Neter et al., 1989). Logistic 

regression analysis is applied to the data by using the 

decision of a municipality to use/not use TIF as the 

dependent variable. The following were used as independent 

variables: (1) predominant economic base of the municipality 

(otherwise known as the primary type of economic activity or 

source of revenue in the city), (2) health of the 

municipality's economic base (the extent to which economic 

growth/decline is occurring in the city), and (3) current 

population of the municipality. See Table 3.1 for how each 

of these variables are quantified for analysis. The 

quantification of each of these variables is consistent with 

the Farr (1989) study. With logistic regression analysis, 
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the characteristics mentioned are used to construct a 

probabilistic model as to which municipalities are most 

likely to use TIF. As previously mentioned, Anderson (1990) 

uses a similar statistical model for analyzing whether TIF 

adopting cities experienced greater growth in property 

values than non-TIF cities. 

Logistic regression analysis is used in this study 

because it is an accepted statistical technique that assumes 

that a mutually exclusive choice between two alternatives 

(TIF adoption) is dependent on certain independent 

characteristics (Neter et al., 1989). It provides the 

researcher with a methodology of testing whether the 

independent variables are significantly related to the TIF 

adoption decision by the municipality (Neter et al., 1989). 

In the logistic model, the dependent random variable, 

Y, is binary, taking on but two values, zero (0) and one 

(1). The outcomes on Y are assumed to be mutually exclusive 

and exhaustive. The question of interest hinges on the 

probability that Y equals 1. The logistic response function 

is developed by Neter et al. (1989): 

exp(p'z.) 
E{Y)= ^ / . (1) 

The expected value of Y is modeled to depend on the 

independent variables (see Table 3.1 for definition of 

variables). The definition of variables table follows a 

format used by Rubinfield (1977). These exogenous variables 
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are assumed to account for the variation in the probability 

of Y. This assumption is analogous to the standard 

regression model in which the exogenous variables account 

for the variation in the mean, or expectation, of Y. The 

linear transformation that makes this function a probability 

is (Aldrich and Nelson, 1984); 

Prob{TIF) =log ^^^\ . (2) 
^i-^(y) 

Prob (TIF) represents the probability of TIF utilization by 

the city. The results of the logistic analysis are 

presented and discussed in Chapter IV. 

Respondent Suggestions and Corollary Issues 

A summary of the suggestions given by the respondents 

concerning how financial disparity complaints resulting from 

TIF usage have been resolved or reconciled by the 

municipality is included. Also included is a summary of the 

recommendations given by municipal officials concerning the 

application, usage, and overall worth of TIF. The 

following list of questions comprise the primary corollary 

issues addressed in Chapter V of this study. 

(1) What are the survey response characteristics by 
geographic regions, geographic divisions, and 
states? 

(2) What is the distribution of respondents, by 
economic base, rate of change in economic base, 
and population group? 

(3) For what reasons do some municipalities not use 
TIF? 
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(4) What sources of revenue are being used for 
economic development? 

(5) To what extent are TIF-related activities 
receiving local political support? 

(6) What are the primary activities being funded by 
TIF districts? 

(7) What are the specific economic goals linked 
directly to TIF projects within the district? 

(8) What effect has the use of TIF had on property 
values in the TIF district? 

(9) To what extent has TIF been cost-efficient as 
viewed by those who have had experience with its 
application? 

(10) To what extent have municipalities encountered 
opposition from other taxing jurisdictions, 
businesses, and individuals to the TIF district 
because of perceived financial disparity? 

(11) To what extent and how have municipalities been 
able to resolve financial disparity concerns? 

(12) In which calendar years were the current TIF 
districts established? 

(13) How many TIF districts have responding 
municipalities utilized during the past 25 years? 

(14) For how many years have responding municipalities 
been using TIF districts? 

(15) Is there a statistically identifiable link between 
a municipality's economic base, economic health, 
and population as to whether a municipality 
currently uses TIF? 

(16) What are some recommendations concerning TIF given 
by municipal officials who currently use TIF in 
their municipalities? 

(17) What effect do legal restrictions or conditions 
(state legislation) have on the use and overall 
success of TIF districts? 
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TABLE 3.1 

Definition of Variables for Logistic Regression Model 

VARIABLE 

Y (TIF) Municipality currently uses TIF 
1 = Yes 
0 = No 

Type of Economic Base 
XI (AGRI) 1 = Agricultural Economic Base 

0 = Otherwise 

X2 (INDU) 1 = Industrial Economic Base 
0 = Otherwise 

X3 (COMM) 1 = Commercial Economic Base 
0 = Otherwise 

X4 (INST) 1 = Institutional/Public Sector Economic Base 
0 = Otherwise 

X5 (RESI)* 1 = Residential/Bedroom Community 
0 = Otherwise 

X6 (HLTH) Health of Economic Base 
1 = Rapid expansion (more than 25%) 
2 = Moderate growth (10-25%) 
3 = Slow growth (less than 10%) 
4 = Stable Economic base - no growth or 

decline 
5 = Modest decline (less than 10%) 
6 = Significant decline (more than 10%) 

X7 (POPL) Population Level of City 
1 = Over 250,000 
2 = 100,000 - 249,999 
3 = 50,000 - 99,999 
4 = 25,000 - 49,999 
5 = 10,000 - 24,999 
6 = Under 10,000 

The variable representing a residential community was 
considered to be redundant given that each of the 
economic base classifications are mutually exclusive. 
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CHAPTER IV 

PRESENTATION AND ANALYSIS OF DATA 

This chapter presents the results and analysis of the 

data. 

Response Rate Information 

As noted in the previous chapter, a systematic 

stratified random sample of elected and appointed officials 

representing three hundred (300) municipal governments were 

selected to be surveyed. One hundred and fifty (150) of the 

municipalities selected for study were known to be using 

TIF. It was unknown whether the other one hundred and fifty 

(150) sampled municipalities used TIF or not. One hundred 

and eighty-nine (189) municipalities actually responded with 

usable data. This is a response rate of sixty-three percent 

(63%). 

Survey instruments were sent to municipalities 

throughout the country. A large proportion of the 

municipalities surveyed were located in the North Central 

Geographic Region of the country. This area of the country 

leads the nation in the use of TIF. In other parts of the 

country, specifically the Northeast Geographic Region, TIF 

usage has been relatively minimal. Specific reasons for 

such significant geographical disparity could be attributed 

to differences in TIF enabling legislation by state and 
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variations in local revenue sources. See Table 4.1 for 

additional information. 

Thirty-four (34) states were included in the sample 

(see Appendix E for a U.S. map plot showing the number of 

surveys sent to municipalities in each state). Based on the 

ICMA list, these states were the only ones that were known 

to ICMA as having municipalities currently using TIF. Other 

sources such as Huddleston (1982a), Davidson (1984), Kim et 

al (1985), and Westlaw (1992) support the accuracy of the 

ICMA list. The number of surveys sent to each state was 

directly in proportion to the number of municipalities known 

to currently be using TIF in the state. The resulting 

response rate for cities by state can be seen in Table 4.2. 

One hundred and twenty-eight (128) municipalities responded 

that they use TIF. This represents sixty-eight percent 

(68%) of the one hundred and eighty-nine (189) actual 

responses. 

Demographic Profile of Respondent Municipalities 

To compare and contrast responding municipalities, data 

were collected concerning the economic base, economic base 

health, and the population level of the municipality. 

For all municipalities responding to the survey, the 

most prevalent economic bases [defined as the employment or 

livelihood structure of the city (Mayer et al., 1983)] were 

residential (bedroom community) with twenty-nine percent 
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(29%), commercial with twenty-five percent (25%), and 

industrial with twenty-three percent (23%). Municipalities 

using TIF also reported the same prevailing economic bases. 

Municipalities not using TIF reported their prevailing 

economic bases to be residential with twenty-eight percent 

(28%), industrial with twenty-five percent (25%), and 

agricultural with eighteen percent (18%). 

Respondents were also compared by examining the level 

of activity in their local economic base. Over the past 

five years, sixty-one percent (61%) of all respondents 

reported that their economic base has been experiencing slow 

to moderate growth. Thirty-eight percent (38%) of 

municipalities using TIF reported that they have been 

experiencing slow growth over the same period. Forty-one 

percent (41%) of those municipalities not using TIF reported 

primarily moderate growth over the past five years. 

For all municipalities responding, the median 

population was twenty-five thousand (25,000). For those 

using TIF, ninety percent (90%) had populations greater than 

ten thousand (10,000). For those not using TIF, forty-eight 

percent (48%) had populations under ten thousand (10,000). 

This demonstrates that larger cities are the predominant 

users of TIF. See Table 4.3 for additional information. 
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Ouestionnaire Responses 

To better understand why some municipalities choose not 

to use TIF, the question of why was asked. Sixty-one (61) 

or thirty-two percent (32%) responded that they do not 

currently use TIF. According to thirty-six percent (36%) of 

the respondents, TIF is not fully understood by local 

officials as to its application and potential for usage. 

For this to be true, it assumes that these respondents never 

looked into using TIF or do not understand their state TIF 

enabling statute. Two of the most frequent handwritten 

comments were that information about TIF was not available, 

and limited staff time precluded the use of TIF. The 

results from this question can be seen in Table 4.4. 

One hundred and sixty-eight (168), or eighty-nine 

percent (89%), claim to be actively involved in financing 

economic development/redevelopment activities. The most 

common forms of financing reported were tax increment 

financing, federal grants-in-aid, local revenues/general 

fund, and state grants-in-aid. Other financing methods such 

as the local option sales tax, land lease revenues, and 

locally raised private funds, were listed by some municipal 

officials. Virtually all municipalities responding use more 

than one method to finance economic development activities. 

It is unknown whether these activities are commxinity wide or 

targeted to specific blighted districts. See Table 4.5 for 

more information. 
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Of those one hundred and twenty-eight (128) 

municipalities using TIF, forty-five percent (45%) report 

that local elected officials are extremely supportive of TIF 

as a revenue source. Forty-five percent (45%) reported that 

local elected officials are somewhat supportive of TIF. 

Only three percent (3%) of the respondents claimed that 

local elected officials view TIF with opposition. See Table 

4.6 for a summary of the responses to this question. 

The activities paid for by TIF revenues are costs 

associated with site preparation, sidewalk construction, 

curbs and gutters, and planning and engineering. Other 

activities, such as the construction of public facilities, 

low-income housing and parking lots, have also been funded 

through TIF within TIF districts. TIF district funding may 

be used to supplement or replace existing urban renewal 

agencies. See Table 4.7 for a detailed summary of the 

responses to this question. 

The respondents identify the primary goals to establish 

a TIF district as: to attract new businesses, to promote 

downtown development/ redevelopment, and to retain/expand 

existing businesses. Residential development for low-income 

individuals was also listed as a top priority for some TIF 

districts. Specific examples were not provided by the 

respondents. See Table 4.8 for a detailed summary of the 

responses to this question. 

74 



virtually all TIF districts have been positively 

correlated with an increase in property tax values within 

the district. Only two percent (2%) of the respondents 

stated they actually experienced a decline in property taxes 

after the establishment of the TIF district. Reasons for 

decline were not given by the respondents. This is reported 

in Table 4.9. 

Unlike Table 4.9, Table 4.10 has paired each 

observation concerning the change in property tax values 

within the TIF district. This paired comparison identifies 

the associated relationships between before and after 

property tax values for all TIF districts. On the basis of 

this paired comparison, there were seven (7) TIF districts 

out of one hundred and twenty-eight (128) that have reported 

a decrease in property tax values. There were no reasons 

given by these respondents for decreases in value. See 

Table 4.10 for more information. 

Seventy-five percent (75%) of the respondents with TIF 

districts claim that their TIF districts were efficient, 

i.e., revenues covered all TIF project costs. Specific 

project costs were not identified by the respondents. Only 

ten percent (10%) reported a loss. There were no reasons 

given by the respondents for incurring losses. See Table 

4.11 for additional information. 

Of the one hundred and twenty-eight (128) 

municipalities that reported using TIF, forty-nine (49) 
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claimed to have received complaints regarding financial 

disparity caused by their TIF district. Of those 

complaints, only nineteen (19) have yet to be fully 

resolved. Such complaints centered around perceived 

inequity, usually arising from a lack of understanding 

concerning TIF. Complaint resolution appears to be the most 

effective when open and direct discussions take place 

between the municipal government and those taxing 

jurisdictions, businesses, or individuals filing the 

complaint. See Table 4.12 for additional information. 

The use of TIF has steadily increased over the past 

twenty (20) years. This is partially attributed to the 

previously documented decrease in available federal funding 

for local government infrastructure. See Table 4.13 for 

additional information. 

Forty-eight percent (48%) of the respondents appear to 

be using only one TIF district. However, approximately 

fifty percent (50%) currently use more than one TIF 

district. Two percent (2%) of the respondents failed to 

answer this question. Those mxinicipalities using more than 

one district appear to do so because their districts are 

relatively small in size and may only include one building 

or project instead of a true development district. See 

Table 4.14 for more information. 
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Forty-nine percent (49%) of the municipalities claim 

that they have been using TIF districts for under ten (10) 

years. See Table 4.15 for additional information. 

Test of Hypotheses 

There are three primary hypotheses being tested as a 

part of this study. These hypotheses relate to the equity, 

effectiveness, and efficiency criteria as described in the 

previous chapter. Each of the hypotheses are set up to test 

whether the null hypothesis can be rejected. If the null 

hypothesis is rejected, the alternative hypothesis is 

accepted with a stated degree of confidence provided by the 

test. 

The first hypothesis relates to the equity criterion to 

test whether TIF is considered to be an equitable source of 

revenue. 

Hypothesis (Null) #1: 
Financial disparity complaints levied against the 
municipality regarding the use of tax increment 
financing have not been resolved. 

Hypothesis (Alternative) #1: 
Financial disparity complaints levied against the 
municipality regarding the use of tax increment 
financing have been resolved. 

The test of this hypothesis uses a one-tailed t-test, 

where the mean value of the responses from question #14 are 

compared to the value of the null hypothesis. The number of 

observations used for this test was forty-nine (49). Only 
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those municipalities reporting that financial disparity 

claims had been levied against their city were included for 

analysis. Of the forty-nine (49), thirty (30) or sixty-one 

percent (61%) of financial disparity complaints were 

resolved. As previously noted, the data were coded using a 

dichotomous dummy variable of one (1) if complaints were 

resolved, and zero (0) if complaints were not resolved. Of 

the responses, the mean value was .6122, with a standard 

deviation of .4923, and a standard error of the mean of 

.0703. The t-value is calculated as; 

t^^i^Ut), (3) 
s 

By comparing the mean value of .6122 to the null hypothesis 

value of .50 (or where the percentage of complaints would 

simply be 50%), an absolute difference of .1122 or eleven 

percent (11%) difference between the observed value and 

hypothesized value was found. The calculated t-value of 

1.60 (using equation 3), that financial disparity complaints 

can be resolved through better communication and education, 

is only significant at the 0.12 level. This indicates that 

financial disparity complaints are not always resolvable. 

Therefore, the null hypothesis is not rejected. Forty-nine 

(49), or thirty-nine percent (39%), of the one hundred and 

twenty-eight (128) municipalities using TIF have received 

complaints concerning financial disparity (inequity). Such 
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complaints are certainly a concern to municipalities that 

use TIF. However, only nineteen (19), or thirty-nine 

percent (39%), of the forty-nine (49) municipalities 

receiving complaints have been unable to resolve the 

complaints received. The majority of municipalities 

receiving complaints have been able to resolve such 

complaints. This has been accomplished primarily through 

improved communication and education regarding the use and 

application of TIF to those levying the complaints. For 

example, when the use of TIF is accompanied by inter

governmental agreements in place before its application, 

complaints are minimized. These findings are supported by 

several comments given by the respondents as to how the 

majority of complaints can be avoided. See Table 4.12 for 

more information. 

The second hypothesis relates to the effectiveness 

criterion described in the previous chapter. The purpose of 

this test was to determine whether a statistically 

significant change in property values occurred from the time 

the TIF district was established to the present. This is 

calculated by comparing the difference between the responses 

given for questions #12 and #11. 

Hypothesis (Null) #2; 
The establishment of a tax increment financing 
district has no statistically significant impact 
on property tax values within the tax increment 
financing district. 
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Hypothesis (Alternative) #2: 
The establishment of a tax increment financing 
district is associated with a statistically 
significant resulting increase or decrease in the 
assessed property tax values within the tax 
increment financing district. 

As developed, this hypothesis test uses a one-tailed t.-

test, where the mean value of the responses is compared to 

the value of the null hypothesis. The number of 

observations used for this test was one hundred and eight 

(108). Only those municipalities reporting information 

regarding the change in property tax values were included 

for analysis. Of the responses, the mean value was 1.583, 

with a standard deviation of 1.664, and a standard error of 

the mean of .160. By comparing the mean value of 1.583 to 

the null hypothesis value of zero (0), an absolute 

difference of 1.583 between the observed value and 

hypothesized value was found. The t-value of 9.89 

(calculated using equation #3) demonstrates that the 

establishment of a TIF district is associated with a 

resulting increase in the assessed property tax values 

within the TIF district. This was found to be significant 

at the .00001 level. Therefore, the null hypothesis is 

rejected in favor of the alternative hypothesis. 

Although it is not possible to test whether TIF is the 

actual cause for property value enhancement in its district, 

estimates by respondents were given regarding the associated 

property tax value fluctuations before and after TIF usage. 

Seven (7), or five percent (5%), of the respondents reported 

80 



that property tax values within the district had actually 

decreased following implementation of the TIF district. 

This is attributed to a lack of market demand for 

redevelopment activities. See Tables 4.9 and 4.10 for 

additional information. 

The third hypothesis relates to the efficiency 

criterion. This test is concerned with the extent to which 

the TIF district can cover associated development project 

costs with the tax revenues it receives. It uses the coded 

responses from question #13. 

Hypothesis (Null) #3; 
Tax increment financing revenues have fallen short 
of covering tax increment financing project costs. 

Hypothesis (Alternative) #3; 
Tax increment financing revenues have covered or 
exceeded tax increment financing project costs. 

As developed, this hypothesis test uses a one-tailed t.-

test, where the mean value of the responses is compared to 

the value of the null hypothesis. The number of 

observations used for this test was one-hundred and nine 

(109). Only those municipalities responding to question #13 

were included for analysis. Of the responses, the mean 

value was 2.495 (calculated using the average of the 

responses to question #13), with a standard deviation of 

1.051, and a standard error of the mean of 0.101. By 

comparing the mean value of 2.495 to the null hypothesis 

value of three (3), an absolute difference of .505 between 
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the observed value and hypothesized value was found. The t-

value of -5.01 indicates that TIF revenues have covered or 

exceeded associated TIF project costs. This was found to be 

significant at the 0.00001 level. Therefore, the null 

hypothesis is rejected in favor of the alternative. Of the 

one-hundred twenty-eight (128) responses received, only 

thirteen (13) or ten percent (10%) claimed that TIF revenues 

have fallen short of TIF project costs by more than 5%. 

Nineteen (19) of the respondents marked the response 'not 

sure'. See Table 4.11 for more information. 

Application of Logistic Regression Model 

To identify the characteristics that may contribute to 

a municipality's decision to use TIF, a multiple logistic 

regression model was applied. Multiple logistic regression 

is a technique that allows the researcher to test whether 

the independent variables are significantly related to the 

dependent variable. A description of the functional form of 

the logistic model is given in Chapter III. 

The logistic regression model was applied to the data 

set using the SAS logistic procedure (SAS Institute Inc., 

1989). The logistic regression model uses the responses 

given by one hundred and eighty-one (181) municipal 

officials regarding whether their respective municipalities 

use TIF. Eight (8) of the one hundred and eighty-nine (189) 

respondents did not sufficiently respond to be included in 
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the analysis. The respondents provided information 

regarding: (1) whether the city had chosen to adopt TIF, (2) 

the predominant type of economic base, (3) the health/ 

activity level of the economic base in the city, and (4) the 

population of the city. 

As previously mentioned, eight (8) surveys of the one 

hundred and eighty-nine (189) received were not included as 

part of the logistic model because of incomplete 

information, specifically those municipalities responding 

"not sure" to the type and/or health of their economic base. 

Of the one hundred and eighty-one (181) observations 

included in the logistic analysis, one hundred and twenty-

two (122) were municipalities that currently use TIF, and 

fifty-nine (59) do not currently use TIF. 

To apply logistic regression to the data set, the 

variables were defined and coded as discussed in Chapter 

III. The dummy variables representing the type of economic 

base have mean values corresponding to their relative 

frequency as a response. For example, variable "XI," which 

represents a city having predominantly an agricultural 

economic base, has a mean value of 0.127072 (see Table 

4.16). This represents that approximately thirteen percent 

(13%) of the municipalities responding have an agricultural 

economic base. As previously mentioned, variables, "XI" 

through "X5" are all dummy variables, meaning that they are 

dichotomous in their nature. The remaining two variables, 
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"X6" and "X7" represent the health of the economic base (as 

subjectively evaluated by the respondent), and the 

population level of the city, respectively. Both of these 

variables are ordinal in their nature, denoting that their 

values have meaning in relationship to their rank order. 

The logistic regression model achieved a prediction 

accuracy of seventy-nine percent (79%) when applied to the 

data set to determine whether a city currently uses TIF. 

Table 4.16 provides; (1) the simple statistics for the 

explanatory (independent) variables, (2) an analysis of 

maximum likelihood estimates (individual contribution of 

each variable to the model), and (3) the association of 

predicted probabilities and observed responses (accuracy 

level of the model). Based on the logistic analysis, only 

the y-intercept term, the variable indicating an 

institutional (governmental/school/military) economic base, 

and the variable representing the population of the 

municipality were found to be statistically significant. 

The dummy variable "X5," which represents a residential 

(bedroom community) economic base, was automatically 

excluded from the model since it was considered redundant. 

The findings from the logistic regression model 

supported the following inferences: (1) Larger 

municipalities are more likely to use TIF than smaller 

municipalities. (2) Municipalities with primarily 

commercial economic bases are more likely to use TIF than 
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those with agricultural or institutional economic bases. 

(3) Municipalities experiencing high economic growth are 

more likely to use TIF than those experiencing low or 

negative economic growth. These are not necessarily 

mutually inclusive findings. 

Possible multicollinearity (or interaction) may exist 

among the predictor variables of the logistic model. 

Efforts taken by the author to reduce the model, to include 

only those variables found to be significant, caused the 

model's predictive power to be reduced by about ten percent 

(10%). Efforts to build a predictive probability model, 

without using logistic regression, were attempted, but were 

abandoned when the logistic model proved to be considerably 

more accurate in its predictive ability. Anderson (1990) 

uses a probit regression model similar to the logistic model 

used for this study. Logistic modeling is used by a variety 

of academic disciplines. It represents a breakthrough in 

the methodology of social science research because it offers 

ways to more efficient estimation of models with multiple, 

categorical variables (Demaris, 1992). 

Recommendations Given by Respondents 

There were a number of recommendations offered by the 

survey respondents concerning the use and application of 

TIF. These comments, taken directly from the handwritten 

statements given by the respondents, are as follows. 
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1. Explain to the public and elected officials the 

purpose, process, and restrictions that apply to the 

use of TIF. 

2. Use an aggressive staff to target developers and their 

needs by pursuing infrastructure improvements. 

3. Establish clear guidelines and policies for the use of 

TIF to insure proper expectations. 

4. Be conservative in financial projections of growth and 

income; excessive optimism can reduce continued 

political support. 

5. Keep revenue stream ahead of development costs. 

6. Communicate with other taxing entities, at the 

beginning, concerning the long-term benefits of the TIF 

district. 

7. Do not use TIF programs to underwrite business costs. 

8. Use a knowledgeable consultant. 

9. Thoroughly analyze the need for public assistance, the 

dollar amount required, and when to participate with 

private sector developers/businesses. 

10. Evaluate the impact of assisted development on existing 

development. Ensure that the new development provides 

guarantees that the property taxes will be generated on 

a long-term basis to amortize public debt. 

11. TIF works best when it can be an element of other 

financing techniques (development incentives)—not the 

sole project incentive. 
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12. Ensure that all members of the TIF advisory board are 

competent professionals. 

13. Look at TIF from the perspective of a private developer 

and operate it as such. 

14. Have developers front the eligible TIF expenditures and 

reimburse the developer as increment is generated. Be 

judicious; require demonstration of need. Make sure 

the city benefits from the project. 

15. Emphasize long-term benefits to the community over 

short term revenue gains. 
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TABLE 4.1 

Geographic Distribution of Municipalities Surveyed 

Geographic Region 
Northeast 
North Central 
South 
West 

Number Number Number 
Surveyed Reporting Using TIF 

29 ( 9%) 10 (5%) 3 ( 2%) 
134 (45%) 95 (50%) 77 (60%) 
71 (24%) 52 (28%) 19 (15%) 
66 (22%) 32 (17%) 29 (23%) 

Totals 

Geographic Division 
New England 
Mid-Atlantic 
East North Central 
West North Central 
South Atlantic 
East South Central 
West South Central 
Mountain 
Pacific Coast 
Totals 

300 100% 189 100% 128 100% 

10 
19 
81 
53 
28 
9 
34 
18 
48 

3%) 
6%) 
27%) 
18%) 
9%) 
3%) 

11%) 
6%) 

16%) 

5 
5 

56 
39 
21 
3 

28 
11 
21 

3%) 
3%) 

30%) 
21%) 
11%) 
2%) 

15%) 
6%) 

11%) 

2 
1 

43 
34 
9 
0 

10 
9 
20 

2%) 
1%) 

34%) 
27%) 
7%) 
0%) 
8%) 
7%) 

16%) 
300 100% 189 100% 128 100% 

Geographic Regions; 
Northeast — New England and Mid-Atlantic Divisions; 
North Central — East and West North Central Divisions; 
South — South Atlantic and East and West South Central 

West — Mountain and Pacific Coast Divisions; 
Divisions 

Geographic Divisions; 
New England — the states of Connecticut, Maine, 
Massachusetts, New Hampshire, Rhode Island, and 
Vermont; Mid-Atlantic — the states of New Jersey, New 
York, and Pennsylvania; East North Central — the 
states of Illinois, Indiana, Michigan, Ohio, and 
Wisconsin; West North Central — the states of Iowa, 
Kansas, Minnesota, Missouri, Nebraska, North Dakota, 
and South Dakota; South Atlantic — the states of 
Delaware, Florida, Georgia, Maryland, North Carolina, 
South Carolina, Virginia, and West Virginia, plus the 
District of Columbia; East South Central — the states 
of Alabama, Kentucky, Mississippi, and Tennessee; West 
South Central — the states of Arkansas, Louisiana, 
Oklahoma, and Texas; Mountain — the states of 
Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, 
Utah, and Wyoming; Pacific Coast — the states of 
Alaska, California, Hawaii, Oregon, and Washington. 
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TABLE 4.2 

Survey Response of Cities by State 

State Cities 
in State 

Arkansas 91 
California 421 
Colorado 87 
Connecticut 150 
Delaware 13 
Florida 205 
Georgia 158 
Idaho 4 2 
Illinois 403 
Indiana 159 
Iowa 132 
Kansas 110 
Louisiana 98 
Maine 183 
Michigan 264 
Minnesota 198 
Mississippi 88 
Missouri 183 
Montana 29 
Nebraska 55 
Nevada 12 
New York 274 
Ohio 351 
Oregon 91 
Pennsylvania 552 
South Carolina 93 
South Dakota 24 
Tennessee 134 
Texas 427 
Utah 67 
Virginia 93 
West Virginia 59 
Wisconsin 174 
Wyoming 25 

Cities 
Sampled 

Cities 
Responding 

Cities 
Using TIF 

( 2% 
( 8% 
( 2% 
( 3% 
( 0%^ 
( 4%^ 
( 3%^ 
( 1%: 
( 7%; 
( 3%; 
( 2%; 
( 2%; 
( 2%; 
( 3%; 
( 5%; 
( 4%; 
( 2%: 
( 3%: 
( 1%: 
( 1%: 
( o%] 
( 5%] 
( 6%] 
( 2%] 
(10% 
( 2%] 
( o%] 
( 2%] 
( 8%] 
( 1%) 
( 2%] 
( 1%] 
( 3%] 
f o%] 

) 3 
1 44 
1 3 
) 5 
1 2 1 
1 11 ( 
1 5 1 
1 2 1 
1 22 1 
1 7 ( 
1 7 ( 
1 5 < 
1 3 1 
1 5 1 
1 19 1 
) 3 1 1 
) 4 ( 
1 6 1 
1 4 1 
1 3 1 
1 3 ( 
1 7 ( 
) 14 1 
1 4 1 
1 12 1 
1 5 1 
1 1 1 
1 5 ( 
1 28 1 
1 4 \ 
1 2 1 

3 \ 
19 ( 
2 ( 

[ 3% 
[10% 
[ 3% 
[ 3% 
[15% 
[ 5% 
[ 3%^ 
[ 5%; 
: 5%; 
: 4%; 
: 5%; 
: 5%; 
: 3%; 
: 3%: 
: 7%: 
[16%] 
: 5%] 
: 3%] 
[14% 
: 5%] 
'25%' 
' 3%] 
' 4%] 
' 4%] 
' 2%] 
' 5%] 
' 4%] 
' 4%] 
' 7%] 
' 6%] 
' 2%) 
5%) 

11%; 
8%] 

) 2 
) 18 
1 2 
1 3 
1 1 
1 9 1 
1 2 1 
1 2 1 
1 12 1 
1 3 1 
1 6 1 
1 3 < 

1 1 1 

1 2 1 
) 1 4 < 
1 24 ( 
1 2 1 
1 3 1 
) 2 1 
1 2 1 
1 2 1 
1 1 1 
1 10 1 

3 1 
4 1 
5 1 
1 ( 
1 ( 

25 ( 
1 < 
2 < 
2 1 

17 ( 
2 ( 

{ 67% 
: 41% 
: 67% 
: 60% 
[ 50% 
[ 82%, 
[ 40%; 
;ioo%; 
; 55%; 
[ 43%; 
: 86%; 
[ 60%; 
: 33%; 
: 40%; 
: 74%; 
: 77%; 
: 50%; 
; 50%; 
' 50%; 
' 67%; 
' 67%; 
' 14%; 
' 71%; 
' 75%; 
' 33%; 
100%; 
100%; 
20%; 
89%; 
25%] 

100%] 
67%] 
89%] 

100%) 

) 0 
) 18 
1 2 
» 1 
1 0 
1 7 ( 
1 0 1 
1 1 ( 
1 1 1 { 

1 1 { 
1 5 1 

I 1 1 
1 0 ( 
1 1 1 
» 13 ( 
1 23 1 
1 0 1 

2 1 
2 1 
2 1 
2 ( 
0 { 
5 ( 
2 { 
1 { 

2 ( 
1 ( 
0 ( 

10 ( 
1 ( 
0 ( 
0 ( 

13 ( 
1 ( 

( 0%) 
(100%) 
[100%) 
: 33%) 
[ 0%) 
' 78%) 
[ 0%) 
[ 50%) 
[ 92%) 
: 33%) 
[ 83%) 
: 33%) 
: 0%) 
: 50%) 
' 93%) 
' 96%) 
' 0%) 
' 67%) 
100%) 
100%) 
100%) 

0%) 
50%) 
67%) 
25%) 
40%) 

100%) 
0%) 

40%) 
100%) 

0%) 
0%) 

76%) 
50%) 

Totals 5,445 100% 300 189 63% 128 68% 

Notes; (1) The percentage values in the "Cities in State" 
column represent the proportion of cities in each state to 
the total. (2) The percentage values in the "Cities Sampled" 
column represent the proportion of cities selected from the 
number of cities in each state. (3) For the "Cities 
Responding" column, the percentage values in parentheses 
represent the respective response rates by state for all 
cities responding. (4) For the "Cities Using TIF" column, 
the percentage values in parentheses represent the 
percentage of cities by state that responded that use TIF. 
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TABLE 4.3 

Distribution of Respondents, by Economic Base, 
Rate of Change in Economic Base, and Population Group 

ECONOMIC BASE 
Agricultural 
Industrial 
Commercial 
Institutional 
Residential 
Not sure 

Totals 

Cities 
Responding 

23 ( 12%) 
44 ( 23%) 
47 ( 25%) 
15 ( 8%) 
54 ( 29%) 
6 ( 3%) 

189 (100%) 

RATE OF CHANGE IN ECONOMIC BASE 
Rapid expansion 
Moderate growth 
Slow growth 
Stable 
Modest decline 
Significant decline 
Not sure 

Totals 

POPULATION GROUP 
Over 250,000 
100,000 - 249,999 
50,000 - 99,999 
25,000 - 49,999 
10,000 - 24,999 
Under 10,000 

Totals 

22 
56 
59 
28 
18 
4 
2 

12%) 
30%) 
31%) 
15%) 
10%) 
2%) 
1%) 

189 (100%) 

14 
12 
32 
36 
56 
39 

7%) 
6%) 

17%) 
19%) 
30%) 
21%) 

189 (100%) 

Cities 
Using TIF 

12 
29 
38 
8 
37 
4 ( 

9%) 
23%) 
30%) 
6%) 
29%) 
3%) 

128 (100%) 

19 
3 1 
49 
14 
1 1 

2 
2 

( 

( 

( 

( 

( 

( 

( 

15%) 
24%) 
38%) 
11%) 

9%) 
2%) 
2%) 

128 (100%) 

13 ( 10%) 
10 ( 8%) 
28 ( 22%) 
27 ( 21%) 
40 ( 31%) 
10 ( 8%) 

128 (100%) 

Cities Not 
Using TIF 

11 
15 
9 
7 

17 
2 ( 

18%) 
25%) 
15%) 
11%) 
28%) 
3%) 

61 (100%) 

3 
25 
10 
1 4 

7 
2 
0 

( 

( 

( 

( 

( 

( 

( 

5%) 
41%) 
16%) 
23%) 
11%) 

3%) 
0%) 

61 (100%) 

1 
2 
4 
9 

16 
29 

2%) 
3%) 
7%) 

15%) 
26%) 
48%) 

61 (100%) 

(1) For the "Cities Responding" column, the 
percentage values in parentheses represent 
the respective response by category for all 
municipalities responding. 

(2) For the "Cities Using TIF" column, the 
percentage values in parentheses represent 
the percentage of municipalities, by 
category, that responded affirmatively to the 
current use of TIF. 

Notes; 
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TABLE 4.4 

Reasons Given by Respondents for Not Using TIF 

Number of municipalities responding not using TIF; 61 

TIF is not fully understood by local officials as 22 
to its application and potential for usage. 

TIF is not permissible, or is overly complicated 14 
by state regulations. 

TIF is not perceived to be politically or 7 
socially acceptable. 

TIF is not perceived to be flexible in its use 2 
and application to economic redevelopment. 

TIF is not perceived to be equitable to some 11 
residents/businesses/taxing entities. 

TIF is not perceived as an effective means of 2 
generating economic redevelopment. 

TIF is not perceived as a cost efficient technique 1 
to stimulate economic redevelopment. 

Other reasons* given for not using TIF. 24 

32%) 

36%) 

23%) 

11%) 

3%) 

18%) 

3%) 

2%) 

39%) 

*Summary of other reasons for not using TIF given by 
respondents (handwritten comments); 

1. Considering TIF for future project(s). 

2. Tax burden too large if a failure. 

3. Opportunity has not arisen to offer it. 

4. No need for our community. 

5. Have other funding available. 

6. Property tax rates too low to generate significant 
revenues. 

7. Location of projects not acceptable for TIF. 

8. Lack of information about TIF. 

9. Limited staff time. 
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TABLE 4.5 

Methods of Financing Used by TIF and Non-TIF Respondents 
for Economic Development/Redevelopment Activities 

Number of municipalities actively engaged in financing 
economic development/redevelopment activities; 168 (89%) 

Sources of Financing 

Local revenues/general fund (cash on-hand) 

State grants-in-aid 

Revenue bonds 

Special assessment district 

Federal grants-in-aid (e.g., CDBG, UDAG) 

General obligation bonds 

Tax increment financing 

Other methods* 

Frequency 
Count 

80 

67 

56 

54 

96 

39 

128 

30 

48%) 

40%) 

33%) 

32%) 

57%) 

23%) 

76%) 

18%) 

*Summary of other methods used to finance economic 
development/redevelopment activities (handwritten 
comments); 

1. Local option sales tax revenues. 

2. Local economic development revolving loan funds 

3. Enterprise zones. 

4. Certificates of obligation. 

5. Municipal utility surplus funds. 

6. Small Business Administration loans. 

7. Industrial development bonds. 

8. Impact fees. 

9. Locally raised private funds. 

10. Tax abatements. 

11. Land lease revenues. 
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TABLE 4.6 

Local Support by Municipal Officials 
Concerning TIF Related Activities 

as Provided by Respondents 

Local municipal officials are: 

extremely supportive of TIF. 

somewhat supportive of TIF. 

neither supportive nor opposed to TIF 

somewhat opposed to TIF. 

extremely opposed to TIF. 

No response given 

Frequency 
Count 

5 8 ( 

57 ( 

7 ( 

2 ( 

1 ( 

3 ( 

: 45%) 

: 45%) 

' 5%) 

' 2%) 

1%) 

2%) 

Totals 128 (100%) 
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TABLE 4.7 

Activities Funded by TIF Districts 
as Provided by Respondents 

Activity Funded bv TIF 

Land assembly 

Relocation 

Demolition 

Site preparation 

Land cost mark-down to developer 

Street repair 

Street construction 

Sidewalks 

Curbs and gutters 

Utilities 

Water and sewer 

Planning and engineering 

Debt service 

Other activities* funded by TIF 

Frequency 
Count 

71 

56 

63 ( 

87 ( 

57 { 

51 { 

70 ( 

78 ( 

74 ( 

50 ( 

67 ( 

74 ( 

69 ( 

24 ( 

( 55%) 

[ 44%) 

[ 49%) 

[ 68%) 

: 45%) 

: 40%) 

: 55%) 

' 61%) 

' 58%) 

39%) 

52%) 

58%) 

54%) 

19%) 

*Summary of other activities funded by TIF districts: 

1. New buildings to lease to private sector. 
2. Adjacent parks. 
3. Low cost housing projects as required by state 

law. 
4. Public facilities construction. 
5. Traffic signals. 
6. Parking lots/garages. 
7. Legal defense for TIF district activities. 
8. Re-habilitation grants. 
9. Facade loans. 
10. Loan interest subsidies to developers. 
11. Riverboat/dock facilities. 
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TABLE 4.8 

Top Priority Economic Development Goal for TIF Districts 
as Provided by Respondents 

To attract new businesses. 

To retain/expand existing businesses. 

To promote downtown development/redevelopment. 

To promote neighborhood commercial development. 

To promote small business development. 

To promote office development. 

To promote service sector growth. 

To promote minority business development. 

Other economic development goals for TIF district.*21 

Frequency 
Count 

95 ( 

77 ( 

92 ( 

24 ( 

33 ( 

33 ( 

18 ( 

8 ( 

21 ( 

[ 74%) 

: 60%) 

: 72%) 

' 19%) 

' 26%) 

' 26%) 

' 14%) 

' 6%) 

' 16%) 

*Summary of other economic development goals for TIF 
districts: 

1. To promote minority (inner-city) residential 
redevelopment. 

2. To promote senior citizen residential development 

3. To promote industrial development. 

4. To promote public facility improvements. 

5. To control urban growth (sprawl). 

6. To alleviate blight. 

7. To promote construction of tourist attractions. 
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TABLE 4.9 

Overall Effectiveness of TIF Districts 
As Measured by Changing Property Tax Value 

as Provided by Respondents 

Before TIF; 

Rapid increase in property tax values 
(more than 25%) 

Moderate increase in property tax values 
(10-25%) 

Slow growth in property tax values 
(less than 10%) 

Property tax base stable 
(no real growth or decline) 

Modest decline in property tax values 
(less than 10%) 

Significant decline in property values 
(10-25%) 

Rapid decline in property values 
(more than 25%) 

Not sure 

Frequency 
Count 

Totals 

7 

15 

32 

25 

18 

11 

0 
20 

128 

( 5%) 

( 12%) 

( 25%) 

( 20%) 

( 14%) 

( 9%) 

( 0%) 
( 16%) 

(100%) 

After TIF; 

Rapid increase in property tax values 
(more than 25%) 

Moderate increase in property tax values 
(10-25%) 

Slow growth in property tax values 
(less than 10%) 

Property tax base stable 
(no real growth or decline) 

Modest decline in property tax values 
(less than 10%) 

Significant decline in property values 
(10-25%) 

Rapid decline in property values 
(more than 25%) 

Not sure 

36 ( 

44 { 

21 ( 

4 ( 

3 { 

0 { 

0 { 
20 1 

: 28%) 

: 34%) 

: 16%) 

: 3%) 

: 2%) 

: 0%) 

: 0%) 
[ 16%) 

Totals 128 (100%) 
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TABLE 4.10 

Change in Property Tax Values in the TIF Districts* 
as Provided by Respondents 

FIVE YEARS 
AFTER TIF DISTRICT 

2 3 4 5 6 7 8 Totals 

FIVE 
YEARS 
PRIOR TO 
TIF 
DISTRICT 

1 
2 
3 
4 
5 
6 
7 
8 

4. 
3 
9 
8 
7 
5 

2 
9. 
14 
11 
7 
1 

1 
2 
2 
3 
3 
5 

1 
3 

1 
1 

20 

7 
15 
32 
25 
18 
11 
0 
20 

Totals 36 44 21 20 128 

Code for Table;* 

1 - Rapid increase in property tax values 
(more than 25%). 

2 - Moderate increase in property tax values (10-25%). 
3 - Slow growth in property tax values (less than 10%). 
4 - Property tax base stable 

(no real growth or decline). 
5 - Modest decline in property tax values 

(less than 10%). 
6 - Significant decline in property tax values 

(10-25%). 
7 - Rapid decline in property tax values 

(more than 25%). 
8 - Not sure. 

Notes; (1) Those numbers in the table that are above the 
diagonal axis (series of numbers underlined 
in the Table) represent TIF districts that 
reported a decline in property values after 
the establishment of the TIF district. 

(2) Those numbers in the table that are 
underlined represent TIF districts that 
reported no substantial growth or decline in 
property tax values after the establishment 
of the TIF district. 

97 



TABLE 4.11 

Efficiency of TIF Districts 
As Measured by Project Revenue Generation 

as Provided by Respondents 

TIF revenues on average have; 

exceeded associated TIF project costs 
by more than 20%. 

exceeded associated TIF project costs 
between 5% and 20%. 

adequately covered TIF project costs 
by between plus or minus 5%. 

fallen short of associated TIF project 
costs by between -5% and -20%. 

fallen short of associated TIF project 
costs by more than -20%. 

Not sure. 

Totals 

Frequency 
Count 

21 

32 

43 

7 

6 

19 

128 

( 16%) 

( 25%) 

( 34%) 

( 5%) 

( 5%) 

( 15%) 

(100%) 
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TABLE 4.12 

Frequency Count of Financial Disparity Complaints 
Levied Against Municipality Concerning the Use 
of TIF Districts as Provided by Respondents 

Number of municipalities receiving complaints; 49 ( 38%) 

Frequency 
Group Levying Complaint Count 
Commercial Establishments/Businesses 13 ( 27%) 
Individual Taxpayers/Homeowners 12 ( 24%) 
Taxing Entities/Jurisdictions 33 ( 67%) 
Other 8 ( 16%) 

Complaint(s) resolved; YES 30 (61%) NO 19 (39%) 

Summary of comments given concerning complaint resolution; 

1. Explain the long-term benefits of TIF district for 
the designated area through open and direct 
discussions. 

2. Stop use of TIF districts. 
3. Inform all concerned that there are limited 

resources and designated projects are funded 
first. 

4. Provide financial help to school districts. 
5. Generally, negotiations with effected taxing 

entities have been resolved through the 
redevelopment fiscal review process. 

6. Create an intergovernmental tax sharing agreement. 
7. A legal settlement was established excluding 

single-family residences from condemnation. 
8. Ignore the complaints. 
9. Compromise regarding the size of the TIF district. 
10. Offer TIF districts to other areas of the 

community. 
11. For an economic development project, have the 

developer pay for street maintenance, police and 
fire calls (amounts to a payment in lieu of 
taxes). 

12. Disburse one-half of the annual TIF revenues 
unused for TIF bond debt service to the local 
taxing jurisdictions. 

13. Resolve conflict with out-of-court settlements. 
14. Adopt new TIF policy including more specific 

criteria for its use. 
15. Resolution for El Paso, Texas, was possible 

because of a U.S. Supreme Court case which held 
TIF to be constitutional. 

16. Commit to not establish another TIF zone without 
approval of all taxing entities. 
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TABLE 4.13 

Year that TIF Districts Currently in Use were Established 
as Provided by Respondents 

Years 

1963-64 
1965-69 
1970-74 
1975-79 
1980-84 
1985-89 
1990-92 
Not given 

Frequency 
Count 

1 ( 
3 ( 
7 ( 
21 ( 
37 ( 
45 ( 
10 ( 
4 ( 

[ 1%) 
: 2%) 
: 5%) 
: 16%) 
: 29%) 
: 35%) 
: 8%) 
: 3%) 

Totals 128 (100%) 

Mean 
Median 
Mode 

1982 
1984 
1985 
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TABLE 4.14 

Total Number of TIF Districts Utilized 
by Responding Municipalities During the Past 25 Years 

Number of 
Districts 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
12 
15 
Missing 

Totals 

Frequency 
Count 

62 1 
20 < 
1 2 { 
6 ( 
7 ( 
2 ( 
3 ( 
5 { 
2 { 
3 ( 
2 ( 
2 ( 
2 ( 

128 ( 

: 48%) 
[ 16%) 
: 9%) 
: 5%) 
: 5%) 
: 2%) 
: 2%) 
: 4%) 
: 2%) 
: 2%) 
: 2%) 
: 2%) 
: 2%) 

:ioo%) 
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TABLE 4.15 

Number of Years that Responding Municipalities 
have Utilized TIF Districts 

Range of 
Years 

Frequency 
Count 

1 - 4 
5 - 9 

10 - 14 
15 - 19 
20 - 24 
25 - 29 
Missing 

17 
46 
38 
11 
10 
3 
3 

13%) 
36%) 
30%) 
9%) 
8%) 
2%) 
2%) 

Totals 128 (100%) 
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TABLE 4.16 

Results from the Application of the Logistic Regression 
Model to the TIF Decision 

The LOGISTIC Procedure 

Response Variable; Y (TIF Utilization) 

Number of Observations; 181 

Simple Statistics for Explanatory Variables 

Variable 
XI (AGRI) 
X2 (INDU) 
X3 (COMM) 
X4 (INST) 
X5 (RESI) 
X6 (HLTH) 
X7 (POPL) 

0 
0 
0 
0 
0 
2 

Mean 
127072 
237569 
259669 
082873 
292818 
889503 

4.160221 

Standard 
Deviation 
0.333977 
0.426774 
0.439669 
0.276455 
0.456318 
1.224269 
1.480153 

Minimum 
Value 

0 
0 
0 
0 
0 
1 
1 

Maximum 
Value 

1 
1 
1 
1 
1 
6 
6 

Analysis of Maximum Likelihood Estimates 

Variable 
Parameter 
Estimate 

Stnd Wald Pr > 
Error Chi-Sq. Chi-Squ. 

INTERCPT 5.1231 
XI(AGRI) -0.2631 
X2(INDU) -0.6026 
X3(C0MM) 0.0496 
X4(INST) -1.6543 
X5(RESI) 0* 
X6(HLTH) -0.0853 
X7(P0PL) -0.8559 

1.0343 
0.5596 
0.4903 
0.5241 
0.7031 
• 

0.1513 
0.1811 

24.5357 
0.2211 
1.5108 
0.0089 
5.5356 
• 

0.3176 
22.3375 

0.0001 
0.6382 
0.2190 
0.9246 
0.0186 
• 

0.5730 
0.0001 

Standardi zed 
Estimate 

•0.048446 
0.141796 
0.012017 
•0.252151 

• 

•0.057552 
•0.698444 

NOTE: Variable parameter estimate with '*' is redundant. 

Association of Predicted Probabilities & Observed Responses 
Concordant =78.4% c = 0.789 
Discordant = 20.5% 
Tied = 1.0% 

103 



CHAPTER V 

DISCUSSION OF FINDINGS 

The purpose of this chapter is to interpret and discuss 

the findings of this research. From the analysis of the 

data there arose several research questions which are 

discussed as follows; 

(1) What eire the survey response cheuracteristics by 

geographic regions, geographic divisions, cind states? 

The response rate for different geographic 

regions, geographic divisions, and states was not found 

to significantly differ. The majority of survey 

responses were received from the North Central 

geographic region of the country. This was planned to 

be geographically representative of the proportion of 

known TIF users. 

Municipalities using TIF were found to be more 

likely to respond to the survey instrument than those 

not using TIF. This is evidenced by sixty-eight 

percent (68%) of the responding municipalities using 

TIF. The distribution of municipalities using TIF, 

versus those not known to be using TIF, was 

proportionally equal in the mailing. City officials 

whose municipalities use TIF may have felt a vested 

interest (or obviously had relevant information to 

offer) in completing the survey instrument. Those city 
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officials not using TIF may have felt they had little 

to contribute by returning the survey instrument. 

(2) What is the distribution of respondents by economic 
base, rate of change in economic base, and population 
group? 

Municipalities with an agricultural or 

institutional economic base were found to be less 

likely to use TIF. Those with primarily a commercial 

economic base appear to be more likely to use TIF. 

This finding indicates municipalities that have a heavy 

reliance on retail, office or service jobs may benefit 

more from using TIF than municipalities whose local 

economy is dependent on farming or governmental 

activity. 

Municipalities showing expanding economies were 

more likely to use TIF than those experiencing a 

decline in the health of their economic base. This 

finding seems counter-intuitive, but when examined 

further it seems logical, because it is not so much the 

local economy that needs stimulation as much as a 

single geographic area. In fact, unless the local 

economy is growing, chances are TIF districts may not 

experience property value enhancement. 

Municipalities with a population over 10,000 are 

more likely to use TIF than are smaller municipalities. 

This finding seems logical given that larger 
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municipalities have larger, more educated staffs that 

are familiar with techniques such as TIF. This finding 

can also be attributed to larger cities having greater 

resources. 

(3) For what reasons do some municipalities not use TIF? 

The primary reason given by the respondents for 

municipalities not using TIF was that TIF is not fully 

understood by local officials. This response was 

highly correlated with respondents from smaller 

municipalities. One reason given by the respondents 

for not using TIF was that TIF is not permitted by 

state law or is overly complicated by state regulation. 

This response was not specifically qualified by any of 

the respondents. As noted before, only municipalities 

located in states that allow the use of TIF were 

included in this study, but some respondents were 

obviously not aware that TIF is allowed, or perceive 

that it is too difficult to administer. 

(4) What sources of revenue are being used for economic 
development? 

Other than TIF, some local governments continue to 

rely heavily upon federal grants-in-aid (which have 

declined steadily since 1982) to finance economic 

development/redevelopment activities. With respect to 

this finding, it is interesting to note that the 
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majority of financing sources for economic 

redevelopment activities and the search for new 

development are local in nature. Federal and state 

grants are becoming less available than in the past, 

therefore, financial self-reliance for municipalities 

will continue to increase. This suggests that the use 

of TIF will, where lawful, be used more in the future 

where the appropriate conditions exist. 

(5) To what extent are TIF related activities receiving 
local political support? 

As previously noted, local support of TIF by 

elected municipal officials was found to be extremely 

high. Only three percent (3%) of the respondents 

reported that elected local officials were not 

supportive of TIF. Those municipalities reporting that 

elected local officials were not supportive of TIF also 

experienced claims of financial disparity from 

businesses and existing residents. This finding would 

tend to suggest that elected local officials have few 

reasons not to be supportive of TIF unless it meets 

with substantial (unresolvable) opposition from local 

businesses, taxing jurisdictions, or individuals 

claiming inequity. 

"TIF is politically popular because of the 
inherent assumption that a TIF redevelopment 
project will pay for itself. When properly 
planned and executed, a TIF redevelopment project 
has no effect on the overall real estate tax 
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burden of the community. It would be safe to 
assume that there is a high correlation between a 
project's political popularity and its chances for 
implementation" (Paetsch et al., 1990:92). 

(6) What cure the primeiry activities being funded by TIF 
districts? 

The primary activities funded by TIF include those 

related to infrastructure preparation for development 

or redevelopment. Such activities include site 

preparation, street construction, land assembly, and 

demolition costs. By using TIF revenues as a market 

intervention device, municipalities are able to 

redirect growth to geographic areas needing 

rehabilitation. TIF is meant to fund public 

infrastructure and amenities that are needed to 

encourage redevelopment that would otherwise not occur 

(Wyatt, 1990). 

(7) What cure the specific economic goals linked directly to 
TIF projects? 

The majority of survey respondents indicated that 

the top priority economic goal associated with TIF is 

attracting new businesses. By itself, TIF does not 

serve as an attraction mechanism for new businesses. 

TIF is meant to be used as part of a much larger 

economic development program designed to target 

specific blighted areas in the community. In its most 

basic form, TIF primarily serves as a means of 

alleviating blight and controlling urban growth 
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(sprawl). Some municipalities have used TIF for other 

purposes simply because it is an available economic 

tool that could influence where growth may occur. 

(8) What effect has the use of TIF had on property values 
in the TIF district? 

The change in property tax values before and after 

TIF was used as an indirect measure of whether 

development activity within the district increased. 

Over the past five years, nearly all municipalities 

reported a rise in property tax values in association 

with using TIF. Those municipalities reporting a 

decline in values were found to be experiencing slow to 

negative growth in their overall economic base. This 

finding helps to support the contention that TIF may be 

best used by municipalities already experiencing 

economic expansion to help control (or geographically 

direct) growth in their local economies. This is 

opposed to using TIF to encourage growth. 

(9) To what extent has TIF been cost-efficient as viewed by 
those who have had experience with its application? 

It was found that TIF revenues have covered or 

exceeded TIF project costs (i.e., administration, 

planning, and site preparation) in seventy-five percent 

(75%) of those municipalities responding. Of the ten 

percent (10%) reporting TIF revenues had fallen short 

of project costs, there are two primary reasons for 
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this to have occurred. The first reason is simply that 

no development has yet to occur. This is true for 

newly established districts where increases in assessed 

value are not likely to occur during the first few 

years. The second reason could possibly be that the 

TIF district redevelopment was too small to generate 

sufficient revenues to offset its high administrative 

costs. Administrative costs for each TIF district vary 

according to local policies and procedures for initial 

establishment and continued technical support. 

(10) To what extent have municipalities encovintered 
opposition to the TIF district because of perceived 
fincuicial disparity? 

A majority of the respondents indicated that steps 

are currently being taken to resolve claims of 

financial disparity through open discussion between 

city officials and the groups (other taxing 

jurisdictions, businesses, and individuals) levying 

such claims. Overall, only thirty-eight percent (38%) 

of the respondents reported any such claims being made 

with respect to the city's involvement with TIF. A 

number of officials reported that such claims were 

avoided in their municipalities by providing open 

forums prior to enacting a TIF district for discussion 

regarding the purpose of using TIF. 

As previously mentioned in the literature review, 

Fulton (1988) discusses how several well-financed 
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opposition groups have singled out renewal agencies for 

attack. Complaints are generally focused on issues of 

displacement and redistribution of wealth (Fulton, 

1988). Other complaints relate to the use of public 

entrepreneurial powers to intervene in the local real 

estate market (Mandelker, 1986). In general, local 

governments that are judicious concerning their use of 

TIF receive little conflict (Mandelker, 1986). 

(11) To what extent have municipalities been able to resolve 
financial dispetrity concerns? 

Municipalities receiving complaints because of 

perceived financial disparity have been relatively 

successful in resolving those complaints. Only thirty-

nine percent (39%) of these claims have yet to be 

resolved. In most cases, such claims were resolved 

over time through some form of mutual agreement. 

In order to resolve and avoid conflict, efforts 

should be taken to ensure that the TIF district plans 

reflect commxinity interests, and that once adopted, 

plans are not altered to undermine those interests 

(Huddleston, 1981a) 

(12) In which calendeir yeeurs were the current TIF districts 
esteUalished? 

The TIF districts currently in use date back to 

1963. The majority were established during the 1980s. 

This supports the contention that economic growth may 
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be a prerequisite to TIF adoption (given the national 

economy was expanding during the 1980s) (Anderson, 

1990). Awareness of TIF, at least in the literature, 

was the most prevalent during the 1980s (Huddleston, 

1980a, 1980b, 1981a, 1981b, 1982b, 1984, 1986a, 1986b; 

Davidson, 1984; Kim et al., 1985; Mead, 1989; Grueling, 

1987). 

(13) How many TIF districts have responding municipalities 
utilized during the past 25 yecirs? 

The majority of responding municipalities have 

only used one TIF district during the past 25 years. 

Based on the handwritten comments from the respondents, 

municipalities that have used multiple districts have 

been more successful with their newer districts because 

of knowledge gained from previous districts. 

(14) For how many yecurs have responding municipalities been 
using TIF districts? 

As previously noted, most TIF districts were 

established during the early 1980s. The municipalities 

that have recently started using TIF were unable to 

report any change in property values or overall 

efficiency. This explains why these the respondents 

stated "not sure" on the questions measuring 

effectiveness and efficiency. 
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(15) Is there a statistically identifiable link between a 
municipality's economic base, economic health, and 
population as to whether a municipality currently uses 

The construction of the logistic regression model 

supported claims that municipalities with commercial 

economic bases are more likely to adopt TIF than 

municipalities with other types of economic bases. 

Based on the signs of the coefficient values (see Table 

4.16), it gives support to the contention that larger 

municipalities tend to be the primary users of TIF. 

Also, municipalities are more likely to use TIF if 

their overall economic growth is relatively strong. 

One author (Anderson, 1990) suggests that 

population growth in prior years may explain the TIF 

adoption decision. He implies that the TIF adoption 

decision comes in reaction to growth, not necessarily 

as a stimulus to growth because of decadence in the 

central business district, or loss of a major component 

of the economic base. This is supported by his 

findings that municipalities experiencing economic 

growth tend to utilize TIF more than those that do not. 

(16) What are some recommendations concerning TIF given by 
municipal officials who currently use TIF in their 
municipalities? 

Some of the comments received were unusual, such 

as ensuring that all members of the TIF advisory board 
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are competent professionals. (This particular 

respondent was quite convinced that some of the board 

members were extremely irrational with regard to their 

decision making.) others contained more mainstream 

suggestions, such as emphasizing the long-term benefits 

of TIF to the community, instead of short-term revenue 

gains. In general, the comments received from the 

respondents stressed the need to be realistic and 

pragmatic when estimating the future potential of a TIF 

district. 

(17) What effect do legal restrictions or conditions (state 
legislation) have on the use and overall success of TIF 
districts? 

Wyatt (1990) comments that different provisions in 

TIF laws significantly impact its effectiveness in 

achieving various state policy objectives. Legal 

restrictions help to establish guidelines for the use 

of TIF by municipal governments. Naturally, states 

that place greater restrictions on the use TIF are more 

likely to have a smaller number of local governments 

using TIF. Such restrictions include; (1) limiting the 

size of TIF districts, (2) limiting the time a TIF 

district may exist, (3) allowing other taxing 

jurisdictions (i.e., school districts) the option of 

not participating in TIF districts initiated by the 

municipality, (4) not allowing TIF to be used for 
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general commercial or industrial development, and (5) 

requiring a "but for" test to be applied before a TIF 

district can be established (Wyatt, 1990). 

Legal restrictions placed on municipalities using 

TIF significantly impact the TIF district's probability 

of success (Wyatt, 1990). Such restrictions serve the 

purpose of limiting local government freedom in an 

effort to minimize the potential for abuse (Wyatt, 

1990). In return more stringent regulation serves to 

impede the use of TIF by mxinicipalities (Wyatt, 1990). 
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CHAPTER VI 

SUMMARY AND RECOMMENDATIONS 

Summary 

It was the intent of this research to (l) evaluate tax 

increment financing from a public policy perspective; (2) 

provide useful information to those municipal officials that 

currently use TIF to aid them in improving its use; (3) help 

educate city officials, real estate developers, and others 

unfamiliar with TIF as to its potential benefits and 

problems; and (4) provide direction for future TIF research 

and related economic development revenue sources. The 

research question this study sought to answer was: 

Is teuc increment financing an equitable, effective, and 
efficient economic development revenue source? 

Based on the test of the hypotheses, TIF was not found 

to be an equitable source of revenue given the unresolvable 

financial disparity complaints surrounding its use. TIF was 

considered to be effective in impacting property values 

positively, and efficient in adequately covering its 

associated costs. 

Throughout this study it has been implied that TIF is, 

for the most part, equitable, effective, and efficient. 

Based on the results of this study, there is an indication 

that there are some instances where TIF has not lived up to 

the expectations of its proponents. However, these 

instances are relatively disproportionate to the successes 
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reported by a majority of users. Based on a content 

analysis of the subjective comments received on the survey 

instrument, most of the failures associated with TIF 

districts can be categorized as: (l) a result of poor 

planning in terms of having high expectations without 

investing substantial work to insure success, and (2) a lack 

of effective communication with those individuals who 

claimed financial disparity prior to a decision to establish 

a district. 

The findings of this study are thought to be of great 

practical importance to economic development professionals 

throughout the country as well as contributing to the body 

of knowledge regarding public policy analysis. 

Recommendations for Future Research 

Overall, this researcher acknowledges that the design 

of this study and its survey instrument were not without 

flaws. However, it should be readily acknowledged that this 

was an exploratory study. Very little groundwork had been 

previously laid. Therefore, it is not surprising that some 

areas of this investigation were not as productive as hoped. 

However, the results of this study have led to some new 

insights and perhaps direction for future research. 

In the future, research efforts focusing on the micro

analysis of individual TIF districts as to their geographic 

size, financial complexities, and itemized expenditures and 
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revenues would be useful for analysis given the localized 

nature of TIF success or failure. 

States should adopt legislation requiring more detailed 

collection of information from municipalities concerning TIF 

usage. Historical property tax data for the district, 

before and after the utilization of TIF, should be 

collected. Also, information relating to specific project 

costs, types of projects, and other forms of financing used 

in conjunction with TIF would be useful for a more thorough 

analysis. Collection of case studies by the states with 

substantive detail (i.e., sources and uses of TIF funds) 

concerning each TIF district should be required. This would 

serve as a mechanism for the states to help insure that TIF 

is not being abused by local officials. Some states do not 

monitor the use of TIF by local governments. They only 

become involved when a complaints are received. It would 

also serve as a source of information for municipalities 

considering the adoption of TIF, and guidance for 

municipalities already using TIF. Such information would 

also be beneficial to public policy analysts for future 

evaluation studies as well as to real estate developers. 

Since TIF is a public policy implementation tool that 

intervenes into a predominantly capitalistic market, this 

evaluation study is based primarily on the public sector's 

perspective in the TIF utilization process. There are, 

however, two other perspectives which have not been given 
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attention in this study; the perspectives of the real estate 

developer and the ultimate space consumer (tenants or space 

users). According to Graaskamp (1981), the basic axiom for 

determining real estate actions (such as TIF utilization) is 

that a desirable real estate program permits maximum 

satisfaction of the space consumer within an affordable 

structure, while respecting environmental limits of the 

natural resources and permitting the public infrastructure 

and space production groups (real estate developers) to 

achieve cash solvency, termed a cash break-even or default 

point in financial planning. Graaskamp's interdisciplinary 

approach to land development and planning suggests that in 

order for any development project to be truly successful, it 

must meet the respective needs of each of these groups 

(Graaskamp, 1981). In other words, TIF is meant to be a 

financial enhancement to each of the three respective groups 

in the development process. TIF will not create market 

demand for a real estate project that is financially 

infeasible. 

In conclusion, some valuable insights have been gained 

through this research. It can only be hoped that the 

knowledge and the insights gained in this study will be put 

to use for the benefit of municipal governments, real estate 

developers, and society. It is also hoped that further 

research in this area will be pursued. 
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ICUA.ttM| 
o( appamad admiBlatiaton 

•nd ottMt local aovanunama 

r n NoRh Capttol St. HE. CSOO , , „ , , « ^ , _ 
Waabinglon. DC 20002-4201 <''"' 2SS-4263 

^ ^ Fax (202) M2-3600 

September 17, 1991 

Fred A. Forgey 
Visiting Assistamt Professor 
The University of Texas at Arlington 
Finance and Real Estate Department 
College of Business Administration 
UTA Box No. 19449 
Arlington, TX 76019 

Dear Fred: 

It is with great pleasure that I extend to you this formal 
letter/contract to confirm our earlier discussions and to set forth 
our respective responsibilities for publication of a msmuscript on 
the results of the survey on tax increment financing. For 
convenience, I vlll refer to you as "the author" throughout. 

Responsibilities of the author 

1. To prepare a final manuscript for publication in The 1993 
Municipal Year Book. The mzmuscript is to be 45 pages of 
double-spaced text in addition to teJales and graphs. The 
manuscript should be submitted on diskette, accompeuiied by 
double-spaced hard copy. An outline of the article is due to 
the editor on June 1, 1992. The manuscript is due on August 1, 
1992. 

2. To review the edited manuscript, answer editorial queries, and 
make any necessary corrections promptly after the edited 
manuscript is delivered to you for this purpose. 

Responsibilities of the ICMA staff 

1. To provide substzmtive editorial consultation throughout the 
development of the survey instrument. 

2. To provide the author with mailing labels for the survey 
instrument. 

3. To work with the author throughout the development and 
production of the article. ICMA will supervise production of 
the text through the entire schedule from receipt of the 
diskette and manuscript to delivery of bound books. 
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4. To designate the author as such in the publication. 

5. To send galleys to the author for review. 

Conditions of ^hig aqrf>̂ pon̂  

1. ICMA and the author hereby agree that the work—planning, 
developing, and writing the text—shall be considered a "work 
made for hire" within the meaning of the U.S. Copyright Act of 
1976 and that ICMA is the sole and exclusive owner of all 
rights, title, and interest in the work, and all drafts 
thereof, including all worldwide copyright ownership rights to 
material not previously copyrighted. 

2. ICMA reserves the right, in consultation with the author, to 
determine the final editorial content of the manuscript with 
respect to professional acceptability and overall ICMA 
publication standards. 

3. You warrant that the work will be original with you, that no 
part of it will have been previously published, and that it 
will contain nothing that is defamatory or otherwise in 
violation of the rights of others. If the work contains any 
material copyrighted by others, you agree to supply ICMA with 
full identification of that material and its source(s). This 
means that you will indicate whether significant ideas are 
based on the work of others, as well as indicating material 
quoted word-for-word from a copyrighted source, and in each 
case, you vlll identify the source(s). 

4. You agree that you will indemnify zmd save harmless ICMA, its 
officers, agents, employees, and assigns, from all claims of 
any nature. Including costs and expenses arising out of the 
services performed by you, your employees, or agents, for the 
use or violation of any copyrighted material, literary 
property, or patented items in the performance of this 
contract, or for their use by ICMA or its officers, agents, 
employees, and assigns. It is understood that the above is 
appliceUSle to all copyrighted material whether yours or 
otherwise. 
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Two copies of this letter are enclosed. Please sign and return one 
copy; retain the other for your files. 

I look forward to working with you. 

Sincerely, 

Evelina Moulder 
Senior Editor 
Data Publications 

The International City/County Management Association 

BY ^Q,l.\au^ U,W/mj. <^ln/0ll 
Barbara H. Moore ' ' Date 

I accept this contract. 

BY 
^ ^ C ^ Fred kl Forgey Date 

Social security number: 
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\ "̂  * i TEXAS TECH UNIVERSITY 
College of Archiieaure 

P.O. Box 4140 
Lubbock, TX 79409-2091 
(806) 742-3136 
FAX (806) 742-2855 

TAX INCREMENT FINANCING — 1991 December 1991 

URGENT: PLEASE COMPLETE AND RETURN IMMEDIATELY 

Your response is needed to provide valuable insight into 
the use of tax increment f ineuicing as a municipal revenue 
source for economic development activities. 

Desu: Chief Administrative Officer: 

Local governments finemce economic development in many vays. One 
of those vays is through the use of tax increment finamcing (TIF). 
In an effort to gain a better understzmding of its usage by 
municipal governments, this survey has been sent to over three-
hundred city officials across the nation. 

It will tedce you, or your economic development director, no more 
than 10 minutes to complete the questionnaire. The time that you 
spend will contribute to the investigation and understemding of 
some of the issues surrounding the utilization of t2uc increment 
financing by municipal governments. 

The data collected through this survey will be published in the 
International City/County Management Association's 1993 Municipal 
Year Book as veil as in the investigator's doctoral dissertation at 
Texas Tech University. 

Receipt of your response vould be greatly appreciated. For your 
convenience, a postage-paid return envelope has been provided. 

Sincerely, 

•prJ-O^-^o^ 
Fred A. Forgey 
Ph.D. Candidate in Land-Use Planning, Management, and Design 
Texas Tech University 
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•urvty Idintification 

1. Uiieh of the foUouing best dMcrlbM the prednlnvit cccnoiic bew of your Miieipality? 
(Check only one.) 

AQTiojlturel (feniino « i ei^portir^ indjstriee) 
»n<*«triel (priBorUy •mufecturing f irm) 
CoMerciel (priaerUy eervice eector f inv) 
Inetltutionel (•1Utary« govemMnt, wiiversity, etc.) 
tesidentlal aanni ty (prlaarUy eomtere) 

during the pest 5 yvars? Wiieh of the foUouing beet deecribee yoir uiicipelity'c 
(Check only one.) 

«ipW «(penBion (man thm 25X). 
Hodtrete growth (10-25X). 
« l « growth (leaa then 1080. 
EconcHic boee ie etAle - no real p^wth or dKline. 
NodMt dKline (leea th«i 1GK). 
tivtffieant dKline (mm thm lOBO. 

3. Iliat 1* the current population of yoir aiiicipelity? (Check only one.) 
_ _ _ Oi»er 250,000. 

100,000 • 249,999. 
____ 50,000 - 99,999. 
_^__ 25,000 • 49,999. 

10,000 • 24,999. 
Lhdw 10,000. 

4. Naa your aunicipality f invBins any? (YEB) / ( 0 ) 

S. Ooaa you* •nicipalfty currently U M t v Inrr—ir finnefng a i F ) as a 
pay for aconoiic dBVlopwnt/redive lopwnt eoata? (TED / (B ) 

icipal 

I f t» ^aatkn 5 la yaa, ikip to qaatkn 7. 

yhieh of the foUeuing reaBon(8) beat dMcribea Mhy your •nleipaUty doaa not eurrwtly U M TIF? 

(Check all applicAla.) 

_ TIF fa not fully tudwatood by local offfctala aa to fta ipplleation aid potential for 

_ ^ _ TIF ia not paraiaaibla, or la worly eauplicatad by atate regulationa. 

TIF ia not percaivad to be poUtieally or aocially aecaptibla. 

TIF la not percaivad to be flexlbla In Ita uae a d application to acanoiie 

_ _ _ TIF la not pereaivod to be equitibla to aoae reaidenta/buaineeeea/taRing entltiea. 

^ _ _ TIF la net parcai^^ at m affactlva •*«» of g«»rating aoonoiie redeyeU 

_ ^ TIF la not parcelvad aa a coat officiant tadmiq* to atiaulata aconoiic 

Other (pleaae apeelfy) 

7. your •nicipal l ty actively fii ic aetivltiaaT (TED / ( B ) 

I f yw, Mhich «f the fellouino 
^ , „ _ Local revMwea/9«wral find 

State gr«ita*{n-aid 

diatriet :ial 

are currvttly being utillzad? (Check al l «ppllabia.) 
_ Federal gr«ita*ln-ald (e.g., CDiC, UM6) 
_ Qanaral obligation bonda 

Tax incr—nt finmeing 
Other (pleaae ipecify) 

I f y n r aaiiclpallty dMa not Cor) haa not uaad HF In the paat f Wa 
^ •s tkma i ra a d i r l t a yoir tmm, t i t te , md phone nabtt In tba ^ 

« plaaaa A lp to U M and of U M 
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8. Miich statMent beet describes the local political at̂ p̂ort for the TIF district ectivitiee? 
(Check only one.) 

Local Mnicipal officiels ere extr«wly a^portive of TIF activities. 

Locel Hnicipal officials ere eosMihet supportive of TIF ectivitiee. 

Local ajnicipal officiels ere neither eupportive nor oppoeed to TIF ectivities. 

Local Mciicipal officiels ere sosMhet oppoeed to TIF ectivitiee. 

Local Mnicipal officiels ere extrsMly oppoeed to TIF Ktivitiee. 

9. Itiich of the following ectivities in your uticipality have been fwded by TIF? 
(Check all applicsble.) 

Land eessidily Sidsuelka 

telocation Ourba and guttere 

OsBBlition Utilitiea 

«*te preparation Ustar tnd eewer 
^ _ _ Land coat Bark-doHn to developer Flaming and engineering 

ttreet repeir Dsbt service 

ttreet construction Othor (pleeee spKify) 

10. For what overall econosic dtvelopMnt goel(e) wee the TIF dietrict originally aetabliahed? 

(Check all applicAle.) 

____ To attract new bueineeeee. 

..^^ To retain/axpaid exieting bue ins sees. 

_ ^ To proBota dowtown developMnt/redivelopMnt. 

_ ^ ^ To prcsate neigNaorhood coaaKrcial dtvelopMsnt. 

^___ To proante asell bueineea drwlopMvit. 

^_^^^ To proHOta office developMnt. 

____ To proaote eerviee eector growth. 

____ To proaote Minority bueineea dewelc 

Other (pleeee specify) 

11. Itiich of the following beat dMcribaa the dunge In property tat valuea In the TIF diatriet during the 

5 yeara prior to the oatabliahMnt of the TIF diatriet? 

(Check only one.) 

_ _ _ lapid incraaee in property tax valuea (aore than 25X). 

Moderate Increeee In property tax valuea (10-25X). 

Slow growth In property tax valuee (leaa that 10X). 

•ee atabla (no real growth or dKline). 

Nodeat dKline in property tat valuea (leaa thai 10BO. 

tipilfleant dKline In property valuaa (10-25X). 

lapId dKline In property valuaa Oawa that 25S). 

Hot 

12. Ililch of the followli« beat dMcribaa the change In property tat valuaa In the TIF diatriet offtar the 
aatabllahMnt of the TIF diatriet? 
(Check only one.) 

Up\6 Incraaee In property tat valuaa OMra than 25X). 
NDdM t̂a Incraaee In property tax valuaa (10-25X). 
Slow growth In property tax valuaa (leaa than 1IB). 
Property tac baae atabla (no real growth or dKline). 
Nodeat dKline In property tax valuaa (leaa than lOK). 
t isilf leait dKline In property valuaa (10-25X). 
lipid dKlina In property valuaa (wra than 25X). 
Hot 
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13. (*ich of the following best describes the revenues genersted bf the TIF dietrict? 
(Check only one.) 

TIF revenues on everege hove exceeded essocisted TIF project costs bf aore thai 20X. 
TIF revenues on averege have exceeded essocioted TIF project costs by between SX and 20X. 

TIF revenues on everege have adequetely covered TIF project costs by between plue or ainus 5X. 

TIF revenues on everege have fellen ehort of eaaocieted TIF project coats bf between -5X and -2». 
TIF reveruee on everege hove fellen short of seeocieted TIF proJKt costs by «)re than -ZCBt. 
Mot sure. 

14. Have financial disparity coaf)lainU erisen with regerd to TIF us^e by the Hunicipelity? (TED / ( • » 

I f yaa, itfiich of the following groMpe hove levied euch coapleintt. 
(Check al l applicable.) 

Cosaercial EatablichMnte/Buaineaaee. 
Individal Ta^ayera/HasMwners. 
Taxing Entitiaa/Juriadictiona. 
Other (pleaae specify)^ 

Have theae eo^lainta been reeolved or reconciled by the ajnicipality? (TES) / ( • » 

I f yea, how? _ ^ 

15. What year wee the TIF diatriet currently in uee by your ajnicipelity eetabliahed? 19, 

16. How aany total TIF diatricta, hae your anicipality utilized in the paat? 

17. How aany yeara haa your •aiicipallty been uaing TIF? 

18. Baaed on your pereonal experienoe with TIF, what reeoaMndetiane or advice would you give to 
•aiieipal effieiala ragerding TIF application, uaage, aid overall worth? 

provide tte tmm, t I t U , md phone la^er of the perasn ta be eontaetad far ftrtbar Mdraatkn. 

TItU 
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OBS NAME OF MUNICIPALITY ST * - RESPONDED TO SURVEY 
NUM + - USES TIF . 

1 TOWN OF KENNEBUNKPORT ME 
2 TOWN OF HERMON ME * 
3 TOWN OF BRIDGEWATER ME 
4 TOWN OF DEXTER ME 
5 TOWN OF ENFIELD CT * 
6 TOWN OF CHESTER CT 
7 TOWN OF LITCHFIELD CT 
8 VILL OF HASTINGS NY * 
9 VILL OF OLD WESTBURY NY 
10 VILL OF CATSKILL NY 
11 CITY OF SYRACUSE NY 
12 VILL OF LEWISTON NY 
13 VILL OF CANISTEO NY 
14 BORO OF TARENTUM PA 
15 BORO OF EDGEWOOD PA * 
16 CITY OF JEANNETTE PA 
17 BORO OF FORD CITY PA 
18 BORO OF CORNWALL PA 
19 TOWN OF WINDSOR PA 
20 BORO OF CLARKS SUMMIT PA 
21 BORO OF QUAKERTOWN PA * 
22 BORO OF MORRISVILLE PA * 
23 BORO OF HATFIELD PA 
24 CITY OF MILFORD DE * 
25 TOWN OF CHASE CITY VA * 
26 CITY OF LEWISBURG WV * 
27 CITY OF WESTON WV 
28 CITY OF CONWAY SC * 
29 CITY OF BEAUFORT SC * 
30 CITY OF MORROW GA 
31 CITY OF GROVETOWN GA * 
32 CITY OF AMERICUS GA 
33 CITY OF MONTICELLO FL 
34 CITY OF WINTER PARK FL *+ 
35 CITY OF MIAMI FL *+ 
36 CITY OF PALMETTO FL * 
37 CITY OF TARPON SPRINGS FL * 
38 CITY OF DAYTON TN 
39 CITY OF KNOXVILLE TN 
40 

CITY OF BATESVILLE MS 
41 TOWN OF MENDENHALL MS 
42 
43 
44 
45 
46 

CITY OF HEATH OH 
CITY OF TOLEDO OK *+ 
CITY OF OBERLIN OH * 
VILL OF MAYFIELD OH * 
VILL OF CARROLLTON OH 

47 VILL OF NEW RICHMOND OH * 
48 VILL OF NEW LEBANON OH 

VILL OF MINSTER OH * 49 
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50 TOWN OF HIGHLAND IN 
51 TOWN OF UPLAND IN 
52 CITY OF TELL CITY IN * 
53 CITY OF MADISON HEIGHTS MI 
54 CITY OF DETROIT MI *+ 
55 CITY OF MIDLAND MI *+ 
56 CITY OF MARSHALL MI *+ 
57 CITY OF E. GRAND RAPIDS MI * 
58 CITY OF AMES IA * 
59 CITY OF CHARLES CITY IA *+ 
60 CITY OF HIAWATHA IA 
61 CITY OF NEW HOLSTEIN WI * 
62 TOWN OF MOUNT PLEASANT WI * 
63 CITY OF KAUKAUNA WI *+ 
64 CITY OF LADYSMITH WI *+ 
65 CITY OF NORTH OAKS MN * 
66 CITY OF MOUND MN *+ 
67 CITY OF ST. JOSEPH MN * 
68 CITY OF LIVINGSTON MT 
69 CITY OF HIGHWOOD IL 
70 CITY OF ELGIN IL *+ 
71 VILL OF CHICAGO RIDGE IL 
72 VILL OF THORNTON IL 
73 VILL OF HARWOOD HEIGHTS IL 
74 CITY OF GALVA IL *+ 
75 CITY OF GILLESPIE IL * 
76 CITY OF MARSHALL IL 
77 CITY OF ELLISVILLE MO 
78 VILL OF RIVERVIEW MO 
79 CITY OF BELTON MO *+ 
80 CITY OF ELDON MO * 
81 CITY OF KANSAS CITY KS *+ 
82 CITY OF EL DORADO KS 
83 CITY OF ULYSSES KS 
84 CITY OF NEW IBERIA LA 
85 CITY OF GOTHENBURG NE *+ 
86 TOWN OF JENA LA * 
87 CITY OF LONOKE AR * 
88 CITY OF ALLEN TX * 
89 CITY OF UNIVERSITY PARK TX * 
90 CITY OF BEDFORD TX * 
91 CITY OF VERNON TX * 
92 CITY OF HOUSTON TX *+ 
93 CITY OF LA MARQUE TX *+ 
94 CITY OF RIVER OAKS TX * 
95 CITY OF SAN ANTONIO TX 
96 CITY OF GEORGETOWN TX *+ 
97 CITY OF PLAINVIEW TX * 
98 CITY OF LUBBOCK TX 
99 CITY OF VAN HORN TX * 
100 CITY OF FOUNTAIN CO 
101 CITY OF POWELL WY * 

147 



102 CITY OF PAYETTE I D * 
103 CITY OF BRIGHAM CITY UT 
104 CITY OF BELL GARDENS CA 
105 CITY OF SIGNAL HILL CA 
106 CITY OF ENCINITAS CA 
107 CITY OF SAN BERNARDINO CA 
108 CITY OF MC FARLAND CA 
109 CITY OF MARINA CA 
110 CITY OF NAPA CA *+ 
111 CITY OF SANTA CLARA CA 
112 CITY OF DAVIS CA *+ 
113 CITY OF TUALATIN OR *+ 
114 CITY OF NORTH BEND OR * 
115 CITY OF AUSTIN MN 
116 CITY OF PARAGOULD AR * 
117 CITY OF PALM SPRINGS CA *+ 
118 CITY OF WHITTIER CA 
119 CITY OF LA PALMA CA *+ 
120 CITY OF LA HABRA CA *+ 
121 CITY OF MONTEBELLO CA 
122 CITY OF PICO RIVERA CA 
123 CITY OF SANTA FE SPRINGS CA *+ 
124 CITY OF CERRITOS CA 
125 CITY OF HAWAIIAN GARDENS CA 
126 CITY OF LONG BEACH CA 
127 CITY OF PASADENA CA 
128 CITY OF THOUSAND OAKS CA 
129 CITY OF SAN FERNANDO CA *+ 
130 CITY OF AZUSA CA *+ 
131 CITY OF RANCHO CUCAMONGA CA *+ 
132 CITY OF EL MONTE CA 
133 CITY OF MONTCLAIR CA *+ 
134 CITY OF ONTARIO CA 
135 CITY OF SAN DIMAS CA 
136 CITY OF LEMON GROVE CA 
137 CITY OF SAN DIEGO CA 
138 CITY OF RIALTO CA 
139 CITY OF MORENO VALLEY CA *+ 
140 CITY OF COSTA MESA CA *+ 
141 CITY OF GARDEN GROVE CA *+ 
142 CITY OF SAN JUAN CAPIST. CA *+ 
143 CITY OF SIMI VALLEY CA 
144 CITY OF BAKERSFIELD CA *+ 
145 CITY OF SANGER CA *+ 
146 CITY OF MONTEREY CA 
147 CITY OF MOUNTAIN VIEW CA 
148 CITY OF HAYWARD CA 
149 CITY OF VALLEJO CA *+ 
150 CITY OF SAN PABLO CA 
151 CITY OF ARVADA CO *+ 
152 CITY OF ENGLEWOOD CO *+ 
153 CITY OF NEW HAVEN CT *+ 
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154 CITY OF NEWARK DE 
155 CITY OF PALATKA FL 
156 CITY OF DAYTONA BEACH FL *+ 
157 CITY OF ALTAMONTE SPR. FL *+ 
158 CITY OF TITUSVILLE FL *+ 
159 CITY OF ST. PETERSBURG FL *+ 
160 TOWN OF GORDON GA 
161 CITY OF IDAHO FALLS ID *+ 
162 CITY OF DES PLAINES IL *+ 
163 VILL OF MOUNT PROSPECT IL *+ 
164 VILL OF WHEELING IL *+ 
165 CITY OF DE KALB IL *+ 
166 CITY OF GENEVA IL 
167 VILL OF ROSELLE IL *+ 
168 CITY OF EVANSTON IL 
169 VILL OF OAK PARK IL *+ 
170 VILL OF LA GRANGE IL *+ 
171 CITY OF GALESBURG IL *+ 
172 CITY OF WASHINGTON IL *+ 
173 CITY OF PERU IN 
174 CITY OF WASHINGTON IN * 
175 CITY OF MUSCATINE IA *+ 
176 CITY OF BURLINGTON IA *+ 
177 CITY OF DUBUQUE IA *+ 
178 CITY OF SPENCER IA *+ 
179 CITY OF MANHATTAN KS * 
180 CITY OF LAWRENCE KS * 
181 CITY OF HAMMOND LA 
182 TOWN OF BRUNSWICK ME *+ 
183 CITY OF EAST DETROIT MI 
184 CITY OF SOUTHFIELD MI *+ 
185 CITY OF MOUNT CLEMENS MI 
186 CITY OF AUBURN HILLS MI *+ 
187 CITY OF ROYAL OAK MI *+ 
188 CITY OF DEARBORN MI *+ 
189 CITY OF ANN ARBOR MI *+ 
190 CITY OF INKSTER MI *+ 
191 CITY OF GARDEN CITY MI 
192 CITY OF WESTLAND MI *+ 
193 CITY OF MOUNT PLEASANT MI 
194 CITY OF BAY CITY MI *+ 
195 CITY OF FARMINGTON MI *+ 
196 CITY OF SOUTHGATE MI *+ 
197 CITY OF COTTAGE GROVE MN 
198 CITY OF FARIBAULT MN *+ 
199 CITY OF HASTINGS MN *+ 
200 CITY OF RUSH CITY MN 
201 CITY OF ST. PAUL MN *+ 
202 CITY OF WEST ST. PAUL MN *+ 
203 CITY OF APPLE VALLEY MN *+ 
204 CITY OF ANOKA MN *+ 
205 CITY OF CHAMPLIN MN *+ 
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206 CITY OF COKATO 
207 CITY OF BURNSVILLE 
208 CITY OF HOPKINS 
209 CITY OF MINNETONKA 
210 CITY OF MAPLE GROVE 
211 CITY OF ST. CLOUD 
212 CITY OF LITTLE FALLS 
213 CITY OF BEMIDJI 
214 CITY OF ALBERT LEA 
215 CITY OF MANKATO 
216 CITY OF WINONA 
217 CITY OF GRAND RAPIDS 
218 CITY OF BLOOMINGTON 
219 CITY OF RICHFIELD 
220 CITY OF COLUMBIA HEIGHTS MN *+ 
221 CITY OF ST. ANTHONY 
222 CITY OF MINNEAPOLIS 
223 CITY OF SAVAGE 
224 CITY OF WILLMAR 
225 CITY OF MERIDIAN 
226 CITY OF HANNIBAL 
227 CITY OF KANSAS CITY 
228 CITY OF BILLINGS 
229 CITY OF HELENA 
230 CITY OF MISSOULA 
231 CITY OF PAPILLION 
232 CITY OF HASTINGS 
233 CITY OF LAS VEGAS 
234 CITY OF SPARKS 
235 CITY OF CARSON CITY 
236 CITY OF NEWBURGH 
237 CITY OF DEFIANCE 
238 CITY OF NORTH OLMSTEAD 
239 CITY OF CINCINNATI 
240 CITY OF KETTERING 
241 CITY OF SPRINGFIELD 
242 CITY OF SANDUSKY 
243 CITY OF GRANTS PASS 
244 CITY OF EUGENE 
245 CITY OF BEND 
246 TOWN OF MOON 
247 CITY OF SPARTANBURG 
248 CITY OF AIKEN 
249 CITY OF GREENVILLE 
250 CITY OF RAPID CITY 
251 CITY OF ATHENS 
252 CITY OF NASHVILLE 
253 CITY OF DALLAS 
254 CITY OF COPPERAS COVE 
255 CITY OF KILLEEN 
256 CITY OF EL PASO 
257 CITY OF SAN MARCOS TX * 
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258 CITY OF CORPUS CHRISTI TX *+ 
259 CITY OF LAREDO TX * 
260 CITY OF VICTORIA TX *+ 
261 CITY OF GALVESTON TX *+ 
262 CITY OF WICHITA FALLS TX *+ 
263 CITY OF DENTON TX * 
264 CITY OF TEAGUE TX * 
265 CITY OF IRVING TX * 
266 CITY OF FORT WORTH TX * 
267 CITY OF WACO TX *+ 
268 CITY OF ROY UT 
269 CITY OF SALT LAKE CITY UT 
270 CITY OF MURRAY UT *+ 
271 CITY OF SUFFOLK VA * 
272 CITY OF PARKERSBURG WV * 
273 CITY OF RAWLINS WY *+ 
274 CITY OF FOND DU LAC WI 
275 CITY OF APPLETON WI *+ 
276 CITY OF MENOMONIE WI *+ 
277 CITY OF STEVENS POINT WI *+ 
278 CITY OF TWO RIVERS WI *+ 
279 CITY OF DE PERE WI *+ 
280 TOWN OF FITCHBURG WI 
281 CITY OF SUN PRARIE WI *+ 
282 CITY OF BELOIT WI *+ 
283 CITY OF RACINE WI *+ 
284 VILL OF BROWN DEER WI *+ 
285 CITY OF GLENDALE WI *+ 
286 CITY OF MILWAUKEE WI *+ 
287 TOWN OF MANCHESTER CT * 
288 BORO OF FRANKLIN PARK PA 
289 CITY OF AUGUSTA GA * 
290 CITY OF BOCA RATON FL *+ 
291 CITY OF PARIS TN 
292 CITY OF LONG BEACH MS 
293 TOWN OF MOORESVILLE IN *+ 
294 TOWN OF MIDDLETOWN IN 
295 CITY OF TOMAHAWK WI * 
296 VILL OF CAROL STREAM IL 
297 CITY OF PLANO IL 
298 CITY OF CENTRALIA IL 
299 CITY OF ASHDOWN AR 
300 CITY OF CORSICANA TX * 
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APPENDIX E 

U.S. MAP PLOT OF MUNICIPALITIES SURVEYED 
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APPENDIX F 

TIF STATE STATUTE INFORMATION 
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Sources used to compile this appendix included the 

following: (Wyatt, 1990), (Westlaw, 1992), (Huddleston, 

1982a), (Davidson, 1984), (Kim et al., 1985), and individual 

state statutes. Information relating to TIF legislation (or 

lack thereof), for all states, is summarized below: 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Original TIF legislation was passed in 1987. 
Counties are allowed to create TIF districts. 
The "but for" test is required to establish a 
TIF district. There are no TIF districts 
known to be established in Alabama. Code of 
Alabama, 1989, §87-824 

Original TIF legislation was passed in 1988. 
Alaska repealed its TIF act shortly after it 
was enacted. Alaska 1988 Advance Legislative 
Service, Chapter 118, §29.47,460 

Arizona's original act was held 
unconstitutional in 1981. Arizona Revised 
Statutes, §36-1481 to 36-1488.01 

Original TIF legislation was passed in 1981. 
There is only one TIF district Icnown to be 
established in Arkansas. Arkansas Revised 
Statutes, 1989, §14-168-200 

Original TIF legislation was passed in 1952. 
Counties are allowed to create TIF districts. 
The "but for" test is required to establish a 
TIF district. Planning is mandatory and 
requirements are specific, such as the filing 
of a neighborhood impact statement for a TIF 
district and adjacent areas. California 
allows noncontiguous sections to be included 
within a single district, recent amendments 
require that each section must be proven 
individually blighted or necessary for 
redevelopment. Schools are held harmless but 
included in the increment freeze. California 
Health & Safety Code, §33000-33679 

Original TIF legislation was passed in 1975. 
A vote is required to create the 
redevelopment agency and authorize a milage 
rate. Colorado Revised Statutes, §31-25-101 
to 31-25-115; §32-9-105.5 to 32-9-119 
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Connecticut 

Delaware 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Original TIF legislation was passed in 1974. 
TIF is allowed for general commercial or 
industrial development. The "but for" test is 
required to establish a TIF district. 
Connecticut municipalities have rarely used 
TIF. Connecticut General Statutes Annotated, 
1989, §8-124 to 8-192 

Citation not available. 

Original TIF legislation was passed in 1977. 
Counties are allowed to create TIF districts. 
Residential uses are exempt from relocation 
or inclusion. Schools are held harmless but 
included in the increment freeze. Counties 
are allowed to create TIF districts. Florida 
Statutes Annotated, (1972) §163.330 to 163-
450; (1990) §163.356, §290.007 

Original TIF legislation was passed in 1985. 
Counties are allowed to create TIF districts. 
School districts have the right to refuse to 
participate in TIF districts. Georgia 
Official Code Annotated, 1989, §36-44-1 to 
§36-44-20 

Original TIF legislation was passed in 1985. 
Counties are allowed to create TIF districts. 
There are no TIF districts known to exist in 
Hawaii. Hawaii Revised Statutes Annotated, 
1988, §46-101 to 46-132; §206E-1, §53-1 to 
53.85 

Original TIF legislation was passed in 1987. 
General Laws of Idaho Annotated, 1988, §50-
2001 to 50-2031 

Original TIF legislation was passed in 1977. 
TIF is allowed for general commercial or 
industrial development. The "but for" test 
is required to establish a TIF district. In 
Illinois, the period in which a TIF district 
is in effect is limited to a maximum of 23 
years. Illinois requires all TIF plans to 
state the specific dates of project 
initiation, completion and the retirement of 
all related debt. One and one-half acre 
minimum project area. Illinois Annotated 
Statutes, 1989, Ch. 24 §11-74.4-1 to 11-74-
11; Ch.l7, §6602 to 6606 
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Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Original TIF legislation was passed in 1975. 
Counties are allowed to create TIF districts. 
TIF is allowed for general commercial or 
industrial development. The "but for" test 
is required to establish a TIF district. 
Burns Indiana Statutes Annotated, 1989, §36-
7-14-1 to §36-7-15.2-12 

Original TIF legislation was passed in 1972. 
TIF is allowed for general commercial or 
industrial development. Iowa Code Annotated, 
1989, §403.1 to §403.20 

Original TIF legislation was passed in 1976. 
In Kansas municipalities cannot proceed with 
a proposed TIF project if either affected 
counties or school districts present 
objecting resolutions (stating expected 
adverse effects) within 30 days following the 
TIF project public hearing. Kansas requires 
all TIF plans to state the specific dates of 
project initiation, completion and the 
retirement of all related debt. Kansas 
specifically restricts TIF to be used for 
commercial areas only. Kansas requires that 
development start within one year from the 
acquisition of property by the municipality 
and must be completed within 5 years from the 
date of plan adoption. Tax increments can 
only accrue up to 20 years. Kansas Statutes 
Annotated, 1989, §12-1770 to 12-1780 

Original TIF legislation was passed in 1974. 
Counties are allowed to create TIF districts. 
School districts have the right to refuse to 
participate in TIF districts. Kentucky's 
first act was struck down as unconstitutional 
in 1976 (in Miller v. Covington Development 
Authority, 539 S.W. 2d 1, 1976). The 
following citation is for subsequent 
legislation. Kentucky Revised Statutes 
Annotated, 1988, §99.751 to 99.771 

Original TIF legislation was passed in 1979. 
Counties are allowed to create TIF districts. 
TIF is allowed for general commercial or 
industrial development. School districts 
have the right to refuse to participate in 
TIF districts. There is only one TIF 
district known to be established in 
Louisiana. Louisiana Statutes Annotated, 
1988, §9020 to 9032; §7601; §8001 to 8011 
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Maine 

Maryland 

Original TIF legislation was passed in 1975. 
TIF is allowed for general commercial or 
industrial development. Maine requires that 
a TIF project area be at least 60 percent 
platted and developed at the time of district 
creation. (This prevents abuses of the major 
underlying purpose of TIF, which is to 
eliminate blight.) Maine specifically 
restricts TIF to be used for commercial areas 
only. Maine law requires an advisory board 
for each development district, and more than 
half of the members of this board must be 
property owners and residents of the district 
or adjacent areas. Municipal residents are 
also given additional power through a 
referendum provision for approval of district 
creation. It is not a complete TIF act. 
Only municipal tax increment is pledged, not 
other taxing jurisdictions. Once a partial 
tax increment for a TIF project has been 
returned, the full tax increment cannot 
subsequently be collected from other taxing 
jurisdictions. Maine Statutes Annotated, 
1978, Title 30, §4853; §4861 to 4870; §5202 
to 5257; Title 5, §15138(8) 

Original TIF legislation was passed in 1980. 
Counties are allowed to create TIF districts. 
TIF is allowed for general commercial or 
industrial development. TIF is allowable, 
but no known TIF districts exist as of yet. 
Annotated Code of Maryland, 1986, §14-201 to 
14-210 

Massachusetts No TIF legislation has been passed in this 
state. 

Michigan 

Minnesota 

Original TIF legislation was passed in 1975. 
TIF is allowed for general commercial or 
industrial development. The "but for" test 
is required to establish a TIF district. 
Bonds may not exceed 2.5 times the total 
assessed valuation. Michigan Compiled Laws 
Annotated, 1986, §125.1653 to 125.1681; 
§125.1801 to 125.1828 

Original TIF legislation was passed in 1969. 
Counties are allowed to create TIF districts, 
TIF is allowed for general commercial or 
industrial development. It is permissible 
for redevelopment, housing, or economic 
development. The "but for" test is required 
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to establish a TIF district. Minnesota 
requires that a TIF project area be at least 
60 percent platted and developed at the time 
of district creation. (This prevents abuses 
of the major underlying purpose of TIF, which 
is to eliminate blight.) Minnesota's 
limitations are particularly interesting in 
that, originally, one percent of the total 
area of a city could be included in any one 
project and not more than three percent of 
the municipality may be included in all 
projects. In addition, the limitation is 
imposed that there must be an estimated 
impact of the TIF proposal on the assessed 
valuation of all taxing districts affected by 
the project. Minnesota did amend its 
original statute in 1983 to eliminate some of 
these details. Schools are held harmless but 
included in the increment freeze. Minnesota 
Statutes, 1977, §273.71 to 273.78; §472A.08; 
§474.01 to 474.15 

Mississippi Original TIF legislation was passed in 1985. 
TIF is allowed, but few cities are currently 
using it. Mississippi Code Annotated, 1988, 
§21-45-1 to 21-45-21; §43-35-202 to 43-35-211 

Missouri 

Montana 

Nebraska 

Original TIF legislation was passed in 1982. 
Counties are allowed to create TIF districts. 
TIF is allowed for general commercial or 
industrial development. The "but for" test 
is required to establish a TIF district. TIF 
is allowed, but few cities are currently 
using it. Annotated Missouri Statutes, 1989, 
§99.800 to 99.99.865 

Original TIF legislation was passed in 1974. 
Counties are allowed to create TIF districts. 
TIF is allowed for general commercial or 
industrial development. The original TIF law 
in Montana was included as an amendment to 
its urban renewal law in 1974. Montana law 
stipulates that locally adopted TIF 
provisions to redevelopment plans expire 
within 10 years from plan adoption or when 
all bonds are repaid, whichever occurs last. 
Montana Code Annotated, 1989, §7-15-4262 to 
7-15-4292 

Original TIF legislation was passed in 1979. 
Revised Statutes of Nebraska, 1987, §18-2102 
to 18-2154 
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New Hampshire 

New Jersey 

New Mexico 

Nevada Original TIF legislation was passed in 1959. 
Counties are allowed to create TIF districts. 
Nevada Revised Statutes Annotated, 1986, §260 
to 361B.305; §279.676 to 279.679; §274.010 to 
274.300 

Original TIF legislation was passed in 1979. 
TIF is allowed for general commercial or 
industrial development. TIF is allowed, but 
there are no known cities using it. New 
Hampshire Revised Statutes Annotated, 1989, 
§162-K:1 to 162-K:15 

Original TIF legislation was passed in 1984. 
TIF is allowed for general commercial or 
industrial development. The "but for" test 
is required to establish a TIF district. TIF 
is allowed, but there are no known cities 
using it. New Jersey Statutes Annotated, 
1986, §52:27D-250 to §2:27D-273 

Original TIF legislation was passed in 1975. 
School districts have the right to refuse to 
participate in TIF districts. TIF is 
allowed, but there are no known cities using 
it. A majority of the other taxing 
jurisdictions must approve the TIF plan. New 
Mexico Statutes Annotated, 1984, §3-46-45; 
§3-60a-19 to 3.60a-25 

Original TIF legislation was passed in 1984. 
Counties are allowed to create TIF districts. 
The "but for" test is required to establish a 
TIF district. The New York State legislation 
requires that tax-increment financing be used 
in designated blighted areas. There is only 
one TIF district Icnown to be established in 
the State of New York. Consolidated Laws of 
New York Annotated, 1986, §960a to 5.960-p 

North Carolina North Carolina passed an act that was to be 
effective only if a constitutional amendment 
allowing it was approved by the voters but 
approval was voted down. North Carolina 
General Statutes, §§159-101 to 159-111 (Not 
in effect.) 

New York 

North Dakota Original TIF legislation was passed in 1973. 
North Dakota stipulates that all "tax losses" 
of local taxing jurisdictions which are due 
to a decrease in property values below 
original levels be recorded each year. Then, 
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Ohio 

Oklahoma 

Oregon 

when the district's value begins to increase 
above the original base, tax increments are 
first used to repay losses of all affected 
taxing jurisdictions. North Dakota Century 
Code, 1989, §40-58-01 to 40-58-20 

Original TIF legislation was passed in 1968. 
No specific details concerning TIF were 
available. Ohio Revised Code Annotated, 
1986, §1728.01 to 1728.13; §5709.73 to 
5709.75; §725.01 to 725.09 

Original TIF legislation was passed in 1983. 
School districts have the right to refuse to 
participate in TIF districts. There are no 
TIF districts known to be established in the 
State of Oklahoma. Oklahoma Statutes 
Annotated, 1989, Title 11 §38-115 to 38-123; 
§40-102 

Original TIF legislation was passed in 1961. 
Counties are allowed to create TIF districts. 
Oregon Revised Statutes Annotated, 1987, 
§457.010 to 457.460 

Pennsylvania Citation not available. 

Rhode Island Original TIF legislation was passed in 1984. 
TIF is allowed for general commercial or 
industrial development. The "but for" test 
is required to establish a TIF district. 
There are no TIF districts known to be 
established in the State of Rhode Island. 
Rhode Island General Laws, 1988, §45-33.2-1 
to 45-33.2-20 

South Carolina Original TIF legislation was passed in 1984. 
School districts have the right to refuse to 
participate in TIF districts. The "but for" 
test is required to establish a TIF district. 
Code of Laws of South Carolina, 1989, §31-6-
10 to 31-6-120 

South Dakota Original TIF legislation was passed in 1978. 
School districts have the right to refuse to 
participate in TIF districts. South Dakota 
has extensive limitations, including a 
stipulation that a project area in 
municipalities with over 5,000 population may 
not exceed 12 percent of the valuation of 
taxable property or 10 percent of the 
valuation in municipalities with 5,000 or 
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Tennessee 

more population. The South Dakota 
limitations also require that at least 25 
percent of the properties within an area must 
be blighted and that there may be no 
residential development using TIF. No local 
TIF district can exceed 5 to 12 percent of 
the total property tax value, depending upon 
community size. (Smaller places can involve 
a larger proportion of their tax base in TIF 
districts.) TIF districts must be 
contiguous. In addition, an economic 
feasibility study and a fiscal impact report 
on other governmental units is required. 
Schools can continue to get their full tax 
revenues meaning they are held harmless but 
included in the increment freeze. Other 
taxing jurisdictions must be informed before 
TIF district is established. South Dakota 
Codified Laws, 1988, §11-9-1 to 11-9-46 

Original TIF legislation was passed in 1977. 
There is one TIF district known to be 
established in the State of Tennessee. 
Tennessee Code Annotated, 1989, §13-20-201 to 
13-20-215 

Texas Original TIF legislation was passed in 1977. 
Texas TIF law was modeled after some of the 
existing TIF legislation. The intent of the 
law is that TIF be used for public 
improvements that will create a climate in 
which revitalization of district property 
will occur and enhance the value of real 
property in the area. Key elements of this 
law are: (1) 25 percent of the district must 
meet the law's definition of blight; (2) 
aggregate taxable value of property within 
the district must not exceed 15 percent of 
the total assessed value of the city; (3) 
city council is to appoint a board of 
directors of 5 to 15 persons to be 
responsible for preparing a TIF master plan 
and making recommendations to the council 
concerning the district; (4) tax increments 
can be put into a special TIF fund for a 
period of 15 years after the last plan 
expenditure is identified (and expenditures 
must be made within a five year period after 
the district is created); (5) payments for 
projects may come from the TIF fund, the 
city's general fund, or out of proceeds from 
TIF bonds (bonds do not require a public 

162 



referendum, only approval by city council); 
(6) income generated by projects built under 
the TIF plan is to be put back into the 
special fund (an example is parking revenue 
for a TIF-built facility) and the city can 
use its existing powers—zoning, planning, 
real property acquisition, and condemnation— 
to carry out the plan. Texas has a 
referendum provision by which voters must 
approve the use of the TIF mechanism before a 
municipal TIF project plan is begun. A 
"Reinvestment Zone Board" is established for 
each TIF district subject to city approval. 
Texas Codes Annotated, 1988, §374.001 to 
374.037; §394.003; §311.001 to 311.016; 
§5190.7 

Utah Original TIF legislation was passed in 1965. 
Counties are allowed to create TIF districts. 
Utah requires a referendum when three-fourths 
of the project area's property owners object 
to the development plan, and a majority of 
local residents must sanction the plan before 
adoption by the local legislative body. Utah 
TIF provisions prohibit public housing from 
being authorized under this financing 
technique. The area limits in Utah are for 
buildings and improvements that are 
detrimental to public health, safety, or 
welfare. This general type of limitation is 
extremely nonspecific and would likely invite 
litigation in states that recognize 
limitations on delegation of governmental 
authority. Utah Code Annotated, 1989, §11-
19-1 to 11-19-35 

Vermont 

Virginia 

Washington 

Original TIF legislation was passed in 1987. 
TIF is allowed for general commercial or 
industrial development. There are no TIF 
districts known to be established in the 
State of Vermont. Vermont Statutes 
Annotated, 1989, Title 24, §1891 to 1899 

Original TIF legislation was passed in 1988. 
Counties are allowed to create TIF districts. 
Virginia's law requires that copies of the 
TIF ordinance be sent to local assessing 
officer. Code of Virginia, 1989, §358.1-3245 

Original TIF legislation was passed in 1965. 
School districts have the right to refuse to 
participate in TIF districts. There are no 
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West Virginia 

Wisconsin 

Wyoming 

TIF districts known to be established in the 
State of Washington. Washington Revised 
Code, 1989, §35.81.010 to 35.81.910 

Citation not available. 

Original TIF legislation was passed in 1975. 
TIF is allowed for general commercial or 
industrial development. The "but for" test 
is required to establish a TIF district. 
Wisconsin statutes limit project expenditures 
to no more than 15 years after the last 
project expenditure. Wisconsin law specifies 
that at least 25 percent of the project area 
be designated as blighted, in need of 
conservation or rehabilitation, or suitable 
for industrial development. A district must 
be contiguous, containing only whole parcels. 
Schools are held harmless but included in the 
increment freeze by being compensated 
indirectly through state school aid formulas. 
Other taxing jurisdictions must be fully 
informed before TIF district is established. 
A final report must be filed with a state 
agency. In addition, the total taxable 
property value within all municipal TIF 
districts cannot exceed 5 percent of the 
municipality's total value at the time a new 
district is created. Wisconsin Statutes 
Annotated, 1989, §66.46 to 66.99 

Original TIF legislation was passed in 1965. 
There is only one city in Wyoming known to be 
using TIF. Wyoming Statutes, 1980, §15-9-113 
to 15-9-223 
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