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Abstract

The United States has a rich history of local government taxation and good
provision. The last fifty years, however, have seen increasing calls for the
regionalization of municipal taxes and services from policymakers. Arguments for
greater regionalization emphasize improved efficiency, enhanced equity,
mitigation of spillovers, and improved economic development. A number of
localist scholars have responded to regionalists’ concerns. This review articulates
regionalists’ arguments, the localists’ response, and then summarizes the relevant
empirical literature to see which side’s theories hold forth in the data.
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Regionalization and Consolidation of Municipal Taxes and Services

1 Introduction

The United States has a rich history of local governments. However, in the last century there
have been several movements pushing for local government consolidation into regional forms of
government (Wheeler 2002). Early arguments for reform such as those advanced by Maxey
(1922) focus on the unnecessary complexities of a fragmented system. In recent decades,
arguments for consolidation have broadened to include the economies of scale and scope enjoyed
by larger governments, fragmentation as institutionalizing segregation by race and wealth, and
regional environmental concerns. Most recently, in the wake of the Great Recession,
consolidation pressures have focused on achieving efficiencies in local government operations as
a way of dealing with stagnant local property tax revenues. The push for more streamlined
government coming out of the Great Recession continues today in states such as Illinois. In 2011
Illinois created the Local Government Consolidation Committee and in 2015 the newly created
Task Force on Local Government Consolidation issued a 406 page report on how to consolidate
Illinois’ roughly 7000 governments (Craver 2016). Although spanning a century and voiced by a
variety of authors, the arguments for consolidation center upon efficiency, equity, spillovers, and
development.

Starting with the Bloomington School of political economy (Ostrom, Tiebout, and
Warren 1961; Ostrom 1972) but bringing together many areas in public economics and regional
science, localists have responding to each of the regionalists’ concerns. In terms of efficiency,
they highlight the cost-reducing competition associated with fragmentation, preference revelation
and matching at the local level, and inefficiencies inherent in larger governments. With equity,

they argue that consolidation does not guarantee greater equity and that other means besides



consolidation exist for solving equity problems. In dealing with spillovers, localists emphasize
voluntary cooperation among jurisdictions and the inability of consolidated governments to
account for the unique spillovers of each public good. In responding to development arguments,
localists point to the lack of real-world evidence for consolidated governments growing faster.

Understanding the theoretical arguments and real-world evidence in the debate is
important given the size and scope of local government. As of 2012, there are 89,004 local
governments in the United States which provide essential government services such as
education, public safety, and transportation (2012 Census of Governments). While a voluminous
theoretical and empirical literature has emerged, less attention has been devoted to illustrating
how theoretical considerations connect to real-world experience. * A significant number of case
studies analyzing a wide variety of regional forms of governments have been written. However,
using the case studies to understanding how the theoretical arguments of the localists work in
practice has not been pursued. In this paper we conduct such an analysis.

The rest of the paper proceeds as follows. Section 2 summarizes the theoretical
arguments of the regionalists and localists. Section 3 draws upon numerous case studies to
illustrate how localists’ theoretical considerations function in the real world. Section 4 concludes
by emphasizing the importance of the philosophy of local governments and directions for

additional research.

1 For recent surveys of the empirical literature see Yeung (2009), Jimenez and Hendrick (2010), and Kim and Jurey
(2013).



2  Theory

While the debate between regionalists and localists over the most appropriate structure of local
government has been active for the last century, the arguments tend to fall into one of four
categories: efficiency, equity, spillovers, and development. ? Each side has a fully developed
theoretical perspective for efficiency, equity, and spillovers while theoretical arguments for

development lag behind.

Efficiency

The efficiency argument for consolidation rests upon economies of scale, economies of scope,
and the inefficiencies of special districts. Smaller governments in a fragmented system are not
able to take advantage of the lower per unit costs of providing services that are associated with
economies of scale. In capital intensive services such as power, sewage, and public
transportation, governments can take advantage of economies of scale by spreading the high
fixed cost of capital across a larger number of citizens (Ostrom 1972). Additionally, more
consolidated governments achieve lower costs through eliminating administrative duplication
(Adams 1965) or from lower input prices as a result of greater purchasing power (Boyne 1992).
In addition to economies of scale, consolidated governments also achieve economies of scope
where the cost of providing a diversified set of services by a single government is less than the
cost of specialized governments providing the same services (Grosskopf and Yaisawarng 1990).

The cost savings of economies of scope are typically achieved through sharing inputs in the

2 This section is organized by ideas rather than by authors. Given that authors sometimes develop the opposing
arguments before asserting their own argument by way of critique, some authors are cited in both the regionalists
and localists sub-sections. For example, Ostrom (1972) with economies of scale.
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production of similar services such as police and fire departments sharing central dispatchers
(Grosskopf and Yaisawarng 1990).

While regionalists use economies of scale and scope to demonstrate the efficiency of
larger governments, they also point out that the most common form of fragmentation can result
in higher costs. Ninety-six percent of the 8141 new governments created in the United States
between 1987 and 2007 were special districts (Jimenez and Hendrick 2010). Special districts
such as public utilities, police protection, and most prominently, school districts do not compete
with each other since they provide different services (Eberts and Gronberg 1988; Berry 2008).
Special districts with a single function are not subject to the threat of citizen migration in the
same way as multi-purpose governments because the costs of moving are high relative to the
benefits of a single improved service (Boyne 1992). With less competition, the most common
types of government in a fragmented system have less of an incentive to keep costs down.
Additionally, special districts are less politically visible and controlled by interest groups® that
focus on influencing the most relevant single-purpose government (Berry 2008). With
concentrated benefits for interest groups and the costs of taxation diffused over all group, a fiscal
common-pool problem similar to the “overfishing’ problem emerges (Berry 2008). Lastly,
special districts which are well-suited for providing services with economies of scale, will have
higher costs with higher levels of fragmentation (Zax 1989; Boyne 1992). # In the regionalists’
view, consolidated governments are able to avoid the adverse incentives of special districts and

take advantage of economies of scale and scope.

3 For example, teachers are two to seven times more likely to vote in California school district elections than other
registered voters (Moe 2006).

4 Overlapping jurisdictions such as county and state police face many of the same issues as special districts. Higher
costs result as citizens view their services as mutually enhancing rather than redundant and as complements rather
than substitutes (Turnbull and Djoundourian 1993; Campbell 2004).
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Localists have compiled a voluminous literature on the efficiency gains from
fragmentation by countering the claims of regionalists and by broadening the concept of
efficiency. Although there may be economies of scope for local governments, providing many
services in a single organization makes it difficult to discern the costs and benefits of any single
service (Boyne 1997). With less public scrutiny over specific costs and benefits of services,
government functions providing those services face less of an incentive to economize on costs
(Boyne 1992; 1997).

Although local governments may have economies of scale, larger governments can have
higher costs. As the geographic area of a jurisdiction increases, so does the cost of delivering
services to outer, more remote regions (Boyne 1992). Administrative costs can also increase as a
more complex, hierarchical structure leads to ‘bureaucratic congestion’ (Ostrom, Tiebout, and
Warren 1961; Boyne 1992). Additionally, consolidated local governments exhibit greater
monopoly power. Just as monopolies in the marketplace are associated with higher prices and
lower quality products, government monopolies tend to have higher costs and lower quality
services (Bish and Warren 1972). Economies of scale also vary based upon the service (Ostrom
1972). With different average unit costs for different services, a single government cannot
operate at the minimum average unit cost for each service. By recognizing that there are different
kinds of public goods with different appropriate levels of management (Ostrom, Tiebout, and
Warren 1961; Bish and Warren 1972), fragmented single-purpose governments of different sizes
can provide their services at their unique most efficient level of production. One way of
achieving this end is through the creation of special districts, which as localists argue, are not

necessarily associated with higher costs.



Although special districts may not face significant competition from citizens relocating to
another district (Boyne 1992), there are other incentives to keep costs low. In the absence of exit,
citizens can still exercise their voice by communicating complaints and proposing alternatives
(Hirschman 1970). As the fragmentation of special districts increases, citizens are better able to
voice their grievances through ‘yardstick competition’ (Besley and Case 1995). Citizens can
compare the performance of similar jurisdictions and reward or punish politicians in their
jurisdiction (Salmon 1987). If a special district is underperforming relative to similar districts in
other areas, then citizens can punish the politicians in charge by voting them out of office. The
indirect competitive pressure from other similar districts keeps costs down.

The localists’ focus on competition, not just with special districts, but with all forms of
local governments comprise a set of arguments that extend beyond economies of scale,
economies of scope, and the special issues of special districts. Tiebout (1956) is the foundational
local government competition model. In a system of decentralized local governments, if citizens
are unsatisfied with the tax and service mixture provided in their jurisdiction, they can *vote with
their feet’ by moving to another jurisdiction. With fragmentation, the competitive pressure is
heightened since with larger jurisdictions, moving away from jobs and social circles can be
prohibitively costly (Zax 1989). If there is fragmentation, local governments must provide an
efficient mixture of taxes and services in order to maintain residents. This competition among
local governments is crucial for overcoming the budget-maximizing behavior of bureaucrats
(Niskanen 1975) that contributes to a continually growing, revenue-maximizing Leviathan
government (Brennan and Buchanan 1980). With fragmentation, it is difficult for a government
to generate a large revenue through high taxes. Instead, governments must be efficient to survive.

Just as eliminating barriers to entry is important for competitive markets, governments are most



competitive if there are no barriers to entry or exit (Boyne 1997). For example, new governments
such as special districts can be created if existing governments are inefficient. The threat of new
governments puts competitive pressure on existing governments. There is additional competitive
pressure with freedom to exit, for example, by citizens voluntarily choosing to merge with
another district (Boyne 1997).

A final efficiency argument from the localists comes from viewing efficiency not merely
as minimizing costs, but also as outcomes matching citizens’ preferences. Local governments
provide public goods, which have long been known to suffer from a preference revealing
problem as people do not reveal their preferences as in market purchases (Samuelson 1954). An
often overlooked aspect of the Tiebout model (1956) is that it is framed as a way of overcoming
the preference revealing problem of public goods. Moving or not moving acts as a market-like
test that reveals an individual’s actual demand for public goods. With more local governments
comes a greater variety of public goods provision that enables residents to reveal and enjoy their
desired combination of taxes and services.

Additionally, once residents are located within smaller jurisdictions the incentives of
politicians and citizens align to maintain public goods provision that matches preferences.
Although citizens have limited knowledge about regional issues, they are better informed about
local issues and more easily access points of contacts to voice their concerns about local issues
(Ostrom, Tiebout, and Warren 1961). With fragmented governments providing specific services
that citizens are informed about, citizens are able to precisely express their preferences for any
single service (Bish and Warren 1972). Government authorities in a fragmented system must be
in sync with citizens’ specific preferences for services, unlike in a centralized system. With a

single government there is “full line forcing’ where citizens pay one fee for a bundle of services,



regardless of how they value each individual service (Boyne 1992; 1997). Centralized
governments also encourage special projects because of concentrated benefits and dispersed
costs (McKean 1964; Giertz 1981). The benefits of a special project are enjoyed by a local area
while the costs are spread across all citizens living within the jurisdictional boundaries of the
centralized government. However, with fragmented local governments, local residents bear the
full burden of the costs, and therefore, more accurately express their true preference for public

goods.

Equity

Although efficiency arguments have been the primary focus of debates between regionalists and
localists, equity concerns have been increasingly common in the last half century. The
fundamental assertion of the regionalists is expressed in the social stratification-government
inequality thesis (SSGI). Introduced by Hill (1974), the SSGI argues that local government
fragmentation is an institutional way of promoting racial segregation and wealth inequality.
Local governments use zoning laws such as restrictive covenants to create enclaves of wealthy,
racially homogenous communities. While wealthy, white, and often suburban communities seek
to shelter themselves from ‘undesirable demographics’, pockets of poverty emerge in minority
jurisdictions. A mismatch is created where jurisdictions with the greatest need for resources have
the lowest ability for generating revenue. Fragmentation is not just a tool used to institutionally
create racial segregation and wealth inequality, but it also acts to reinforce preferences for
separation. With greater institutional separation along racial and wealth lines, trust and sympathy
among different racial and wealth classes declines, which leads to increased efforts to formally

fragment society into local jurisdictions (Lowery 2000).



Regionalists do not view the often market-oriented solutions of the localists to be helpful
in solving equity problems. Indeed, they are seen as a primary cause. Williams (1967) contends
that individuals have certain lifestyle preferences and values that divide people into different
social worlds. Within the context of the Tiebout (1956) model, sorting into different jurisdictions
is driven less by service preferences and more by maintaining lifestyles (Lowery 2000). The
result is racial segregation and wealth inequality. The Tiebout (1956) model can also be used to
explain an under-provision of redistributive services in poor jurisdictions. The most mobile
sources of tax revenue that jurisdictions compete for are high-income residents and businesses,
both of which avoid the higher taxes necessary for redistributive services (Hall 2006; Hall and
Ross 2010). In competing for mobile sources of tax revenue, jurisdictions underprovide
redistributive services that poor households demand (Jimenez 2014).

When the Tiebout (1956) mechanism functions, it can have adverse effects for poor
residents, but when it fails to function, the results can be even less equitable. In the standard
Tiebout (1956) model, governments faced with the threat of citizens relocating will find a way to
provide services more efficiently. However, another possibility is that the exit of businesses and
wealthy households leaves behind a jurisdiction with limited revenue to provide even the most
basic services (Howell-Moroney 2008). In the regionalists’ view, consolidated governments
overcome the equity problems of fragmentation by drawing people out of their segregated
enclaves into a more unified, equitable jurisdiction.

Localists’ equity defense for fragmentation includes three main points. First, there is no
guarantee that political consolidation leads to greater equity. Minority voting strength can be
diminished through the process of consolidation. Once merged with other districts, racially

minority jurisdictions formerly with minority representatives may not represent a large enough



percentage of the population to influence the outcome of elections, and thus, lose their minority
representation (Zimmerman 1970). With less political influence, instead of being the recipients
of redistribution, poor and racially minority residents can actually experience their limited tax
base used to finance projects benefitting wealthier, more politically powerful residents (Parks
and Oakerson 2000). For localists, equity is weakened in consolidated jurisdictions because poor
and minority residents lose the voice and political control they enjoy in smaller jurisdictions.

While smaller jurisdictions providing services that match residents’ preferences is an
efficiency argument for localists, it can also be used as an equity argument. In jurisdictions with
a majority of poor and racial minorities, residents are able to clearly exercise their voice and
receive the services they demand most (Ostrom 1983). For example, in a larger jurisdiction both
rich and poor residents could have their tax dollars used for building an opera house while in a
smaller jurisdiction populated by poor residents tax dollars can be used for the most essential
government services such as courts and police. In times of heightened racial frictions, residents
not only care about the types of services they receive, but also about having racially
representative public officials (Olson 1969). Minority populations with minority representation
have more positive evaluations of a wide variety of government services both for substantive
policy-improvement and symbolic reasons (Marschall and Ruhil 2007).

The final equity argument for localists is that there are means of achieving equity that do
not require consolidation. County, state, and federal programs can target redistribution® to poor
areas (Ostrom 1983). Although there has been an increase in the redistribution responsibilities of

local governments, local responses vary with areas of greater fiscal independence and mobile tax

5 However, redistribution violates the principle of fiscal equivalence by creating a mismatch between those who
benefit from a program and those who pay for it (Olson 1969). The resulting incentives for more government
spending make many localists cautious about the efficiency implications of redistribution (Lowery 2000; Jimenez
and Hendrick 2010).
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sources seeking to limit redistribution (Craw 2015). There is an optimal level of government for
each type of service and existing redistribution programs tend to operate at higher levels of
government. Federal government grants® to local and state governments pay for low-income
housing, food services, and health care coverage (CBO 2013). While intergovernmental grants
can finance the unique services that residents in poor jurisdictions demand, special districts
covering multiple fragmented local government jurisdictions can provide both rich and poor
residents with the same service quality (Parks and Oakerson 2000). The localists recognize
equity concerns but argue that fragmentation actually promotes equity and that redistribution is

better conducted by higher levels of government.

Spillovers

Arguably the most active area of debate in recent years between localists and regionalists is over
the spillover effects of local public goods. Regionalists argue that with fragmentation, smaller
jurisdictions experience greater spillover problems as the costs and benefits of services are not
contained within each jurisdictions. Acting in their own self-interest, local government leaders
make output level decisions based upon the costs and benefits to their own citizens rather than
weighing societal costs and benefits (Williams 1966). For example, with a positive spillover,
there is an underprovision of the public good since the benefits to those outside the jurisdiction
are not taken into account. In cases such as air pollution programs where there is a wide
distribution of benefits and concentrated costs within the jurisdiction, the public good may
simply not be provided at any level (Gustely 1977). Larger, more consolidated governments help

overcome spillover problems by drawing jurisdictional lines coterminous with the area

6 Federal grants to state and local governments are substantial. In 2011, they accounted for 17 percent of federal
outlays and 25 percent of state and local government spending (CBO 2013).
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benefitting from the public good (Adams 1965). With larger jurisdictions, the costs and benefits
of services are contained within the region, which results in the socially optimal level of public
goods.

Regionalists argue that a wide variety of government services are subject to spillovers.
While the list includes such diverse public goods as education, police, recreational facilities,
roads, and sewage treatment, each spillover falls into one of two categories (Solé-Ollé 2006).
‘Benefit spillovers’ result from public goods produced in one jurisdiction being used in other
jurisdictions. Examples include radio and TV broadcasts. ‘Crowding spillovers’ result from
residents of other jurisdictions crowding into the public goods of a jurisdiction. Examples
include commuters or visitors crowding recreational facilities such as parks.

Given the current prevailing pattern of urban development, urban sprawl is arguably the
most important type of spillover facing local governments. Carruthers (2003) describes the
spillover problems of sprawl and how they are exacerbated by political fragmentation. Sprawl
occurs as consumers have preferences for single-family housing and automobile ownership. The
optimal level of sprawl differs from the actual level since residents do not bear the social costs of
congestion’, and therefore, do not pay the full cost of living in a sprawling environment. Political
fragmentation exacerbates sprawl since smaller districts have narrower interests that do not
internalize congestion in the same manner as larger jurisdictions. Instead of allowing for a
variety of land uses, fragmented jurisdictions use exclusionary zoning to maintain low-density
single-family homes that not only contribute to congestion but also reduce efficiency. Lower
densities lead to higher service costs as police, road, and sewage systems must spread out to

reach even the lowest density areas (Carruthers and Ulfarsson 2002; Hortas-Rico and Solé-Ollé

7 The pollution that results from sprawl-induced congestion is part of the broader environmental concerns that
regional reformers have focused on in recent years (Howell-Moroney 2008; Kim and Jurey 2013).
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2006). For regionalists, sprawl and other spillover problems are overcome through consolidated
governments that provide the socially optimal level of public goods by weighing societal costs
and benefits.

Although larger jurisdictions may reduce spillovers, the localists seek solutions that avoid
the problems of consolidation. They argue that spillover problems can be resolved either through
local government cooperation or involving higher levels of government in a way that still allows
for local government autonomy. Similar to the localists’ solution to equity concerns, state or
federal grants can be used to compensate local governments. In the case of a positive spillover,
jurisdictions providing the service can receive grants that cover the marginal cost of production
that is associated with the benefits received by the wider geographic area (Ostrom 1972). For
example, the state government can collect taxes from all residents and compensate school
districts that cannot fully internalize all the benefits due to students moving after graduation
(Bish and Warren 1972). Focusing on solutions to specific services is important within the
localist tradition because there are different kinds of public goods with different appropriate
levels of management (Ostrom, Tiebout, and Warren 1961; Bish and Warren 1972). With a
unique geographic dispersion of benefits for each public good, different public goods have
different levels of spillovers. Thus, a single consolidated government cannot establish
jurisdictional boundaries that eliminate spillovers for every service. Rather than consolidate into
a single government, spillovers can be dealt with on a case by case basis with special districts.
For example, larger special districts such as police can overcome the spillover costs or benefits
of having a weak or strong police force (Tiebout 1956).

Just as the Coase (1960) Theorem suggests that through negotiation individuals can

overcome externalities, local governments can negotiate with each other to overcome spillovers
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(Feiock 2009). Through cooperation, local governments benefit from economies of scale and
sharing the cost of start-up capital (Andrew 2009). While there are a wide variety of ways for
local governments to cooperate®, informal agreements are the most common (Walker 1987).
Informal agreements avoid the political costs® of organization and are fostered through sharing
information (Ostrom, Tiebout, and Warren 1961) and the trust built by repeated interactions with
neighboring jurisdictions (Feiock 2009). Due to their informal nature, negotiations between
jurisdictions are able to adjust to the dynamic problems of spillovers (Andrew 2009).
Agreements can be created and dissolved easily, unlike governments which tend to be self-
perpetuating. For localists, local government cooperation is an effective way of voluntarily

achieving regional governance that overcomes spillover problems.

Development

While efficiency, equity, and spillovers have well-developed theoretical arguments from
academic researchers, the development arguments for consolidation stem from regional
reformers and regional development plans. Feiock and Carr (1997) summarize the arguments,
which can be highlighted by three points. First, consolidation enhances the comprehensive
planning capacity of local governments, which can help reduce socially inefficient competition.

Second, consolidation simplifies the regulatory and development process, which is generally

& Walker (1987) details 17 approaches ranging from the politically easiest ways, such as interlocal service
agreements, to the politically hardest ways, such as consolidations.

° Due to lower political costs, cooperation among local governments is now common. In the 1990s, regionalist
reformers recognized that regional governance can be achieved not only through consolidation but also through
voluntary cooperation. This recognition sparked the New Regionalism movement (Savitch and VVogel 2000; Fisken
and Norris 2001; Norris 2001; Wheeler 2002). In this view, regionalism and localism are complements rather than
substitutes (Parks and Oakerson 2000).
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more efficient within a single jurisdiction. Third, consolidation ensures a large enough resource

base for promoting economic development projects.

3 Evidence

Efficiency

While the regionalists argue that reducing the costs of bureaucracy is a key efficiency benefit of
consolidation, localists warn of the difficulties of reducing bureaucracies and the costs of
bureaucratic congestion. Reducing the burden of bureaucracy requires some combination of job
and wage cuts. Since neither option is popular within a bureaucracy, as consolidation occurs jobs
are saved and wages rise. For example, in both the Athens and Clarke County, Georgia and
Wyandotte County and Kansas City, Kansas consolidations, existing bureaucrats added provisions
to the consolidation charters ensuring that no public employee would lose their job (Leland and
Thurmaier 2005). In the absence of guaranteed employment codified in consolidation charters,
bureaucrats can still use informal means to maintain jobs. During the consolidation of the city of
Kawartha Lakes, Ontario, instead of letting bureaucrats go, new positions were created simply to
maintain employment (Miljan and Spicer 2015). Even if consolidation overcomes the incentives
of bureaucrats to keep their jobs, wages of government workers tend to be harmonized upwards to
the highest pre-consolidation pay scales (Gustely 1977; Vojnovic 2000; Reese 2004; Martin and
Schiff 2011; Miljan and Spicer 2015). For example, during the consolidation of 21 municipalities
in the county of Essex Canada, government workers that had been earning roughly minimum wage
in the small rural communities saw their wages rise to the level earned by government workers in

urban areas (Miljan and Spicer 2015). In addition to higher salaries with the same level of
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employment, larger bureaucracies can also result in higher costs through their increased
complexity. After the consolidation of twelve municipal units in the city of Ottawa, government
workers in the now larger departments stated that there was “increased red tape for both internal
and external users of city services, slower purchasing processes, a backlog in dealing with permits,
and a much longer hiring process” (Reese 2004, p. 600). Costly new technology and retraining are
often needed to deal with the greater complexity. In an analysis of five consolidated Canadian
municipalities, Vojnovic (2000) finds that four out of five of the municipalities required significant
employee retraining and new computers to handle more complex payroll and accounting systems.

Given the large number of local governments and types of regionalization of local
governments, there are certainly cases pointing to the efficiency of consolidated governments. For
example, Krimmel (1997) compares the consolidated and nonconsolidated police departments of
York and Lancaster Counties, Pennsylvania and reports that the consolidated ones have 28% lower
costs. Other support related to police department consolidation comes from McDavid (2002). He
finds that three consolidated police departments in Halifax, Canada managed to reduce
expenditures substantially without affecting crime rates. Although these are cases of the efficiency
of consolidated governments, they are not in contradiction to the localists’ arguments. Since
economies of scale vary based upon the service (Ostrom 1972), maintaining local autonomy while
voluntarily consolidating for services with significant economies of scale is consistent with the
localist tradition. However, in general, Martin and Schiff (2011) find that the literature provides
little support for the efficiency arguments of consolidation.

Consolidation has typically not resulted in cost reductions, and from the localists’
viewpoint, cost reduction does not even guarantee efficiency because efficiency is also about

services matching citizens’ preferences. For example, a reduction in costs could be the result of
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reducing service levels to below what the median voter prefers. The simplest, yet often overlooked,
way of evaluating citizens’ preferences for consolidation is to examine their popularity. Since 1815
in the United States, 166 city-county consolidations have been attempted but only 39 have been
implemented (Martin and Schiff 2011). Their unpopularity results from a variety of issues from
seemingly trivial problems such as disagreements over the name of the new government (Miljan
and Spicer 2015) to more serious concerns such as higher taxes and wanting to maintain the status
quo (Lyons and Scheb 1998). In their survey of residents of Knox county Tennessee, which
experienced four failed city-county consolidation referenda between 1959 and 1996, Lyons and
Scheb (1998) find that among voters within the city opposed to consolidation, 25% were unsure
of why they were opposed. One possible reason for indicating opposition while not being able to
express why is the strong belief Americans have had in local government (Norris 2001). Given
that citizens are unlikely to actively support consolidation, using higher levels of government to
force consolidation can be an appealing option. Although the legal rights of local governments in
the United States are strongly established, in Canada provincial governments have more power
over local governments. Miljan and Spicer (2015) describe the problems of reducing, often times
involuntarily, 850 municipalities in Ontario down to 444 during a five year period. Community
groups arose to combat consolidation and remained active in hopes of undoing the consolidation.
In areas such as Kawartha Lakes, tax breaks were given to appease the populace, which has

resulted in financial stress as long-term debt has increased by 90%.

Equity
The first issue with the equity argument is the loss of minority representation. Martin and Schiff

(2011) mention that a 2007 study by the Pennsylvania Economy League (PEA) finds that the loss
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of minority representation has not been an overt problem for city-county consolidations due to the
standards set up by the federal Voting Rights Act which ensures legislative rights for minorities.
However, based on her research of the consolidation of Louisville and Jefferson County,
Kentucky, Clarke (2006) demonstrates that consolidation can cause severe concerns to minorities
in the urban core who find their voting power diluted by the addition of suburban populations. In
this case, consolidation decreased the voting strength of African Americans in the core city.
Swanson’s (2000) study of Jacksonville and Duval County, Florida further supports Clarke’s
(2006) argument since the voting power of African Americans was diluted from 40% to 25%.
The second concern related to the equity argument is the post-consolidation distribution of
taxes and services between urban, suburban, and rural areas. In a case study of the amalgamated
Ottawa/Ontario government in Canada, Reese (2004) reports that consolidation was expected to
not only enhance equity in the urban area by improving redistribution programs and amenities such
as parks, but also increase service in rural areas. However, this comes with a cost of the reduction
of service in some affluent suburban areas. Benefits to certain areas come with costs to other areas.
Urban residents may feel that they are paying for county-wide services they do not use while rural
residents may feel that they are paying for city services they do not use. Vojnovic (2000) details
the distributional consequences of consolidation between five urban and six rural districts in
Canada. Prior to consolidation, tax rates varied based upon service levels with rural areas having
lower tax and service levels. After consolidation, tax rates were harmonized so rural areas faced a
tax rate increase of up to 80% while the increase in service levels remained unclear. Prior to
consolidation, poorer residents in rural areas received the basic services they demanded, but post-
consolidation they are paying for more services that they do not have a demand for. Blomquist and

Parks (1995) analyze the highly-touted Indianapolis Unigov city-county consolidation, which was
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expected to correct inequality by using suburban property taxes to help finance the city services
enjoyed by suburbanites. However, suburban property taxes were used only for county services
while those in the city saw tax increases because of having to pay not only for city services but
also for county services. In the absence of functioning formal tax-base sharing, implicit tax base
sharing can improve equity (Bogart 2006). For example, taxes on commuter’s income is a way of

implicating making people who use a city’s services share in their costs.

Spillovers

While localists acknowledge the dangers of spillovers, they point to the existence of informal local
cooperation to overcome regional problems. In cases of minimal conflict and mutual gains among
jurisdictions, interlocal agreements (ILAs) are common. Local governments can pool their
resources to take advantage of economies of scale in the provision of services. Miller and Davidson
(2015) list 33 specific examples of ILAs in the United States including 911 dispatch centers, animal
control, law enforcement, and libraries. Leroux and Carr (2010) document 44 local governments
in the Detroit metropolitan area that rely extensively on service delivery networks. Through
interpersonal networks formed at local professional associations, local government official
collaborate to jointly provide infrastructure, waste disposal, and watershed management. In cases
where ILAs break down due to conflicts among jurisdictions, numerous other forms of local
cooperation can be implemented. Nunn and Rosentraub (1997) detail how a variety of institutional
formats have been used across US cities to solve regional conflicts. In Pittsburgh, Pennsylvania
the Alleghany Conference for Community Development (ACCD) has operated as a non-profit
corporation fostering regional cooperation since 1944. By utilizing public-private partnerships, it

has focused on a variety of regional issues such as air pollution and flood control. Since 1968, the
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Toledo Metropolitan Area Council of Governments (TMACOG) has served as a voluntary regional
council to: “(1) provide a forum for regional governance, (2) facilitate networking for local
officials, (3) provide shared information, (4) coordinate issue resolution, (5) plan for regional
transportation needs, and (6) plan for regional environmental resources and water quality” (Nunn
and Rosentraub 1997, p. 214). The council has solved a variety of regional issues while still

allowing for local government autonomy.

Development

Savitch, Vogel, and Ye (2010) investigate Louisville’s*® consolidation with Jefferson County,
Kentucky in 2003. They find that there has not been any unusual increase in per capita income,
employment, or number of business establishments. In reality, the metropolitan areas have
remained the same, and the only change is the circle around the city which defines it. This
creates a puzzle for why politicians have been so enthusiastic about new consolidations and
promoting them locally and nationally. The explanation given in this paper is that politicians and
business leaders do not want to admit their mistakes and instead overstate their accomplishments.

Carr, Sang-Seok, and Lu (2006) provide another explanation for Louisville’s
consolidation with Jefferson County. After the consolidation of the nearby major urban area of
Lexington and Fayette County, Kentucky in 1974, local politicians, businesses, and media elites
in Louisville and Jefferson County felt pressure and increasing competition from their newly

consolidated neighbors. Additionally, they took the growing population and increasing economic

10 Although studies analyzing the effects of consolidation on development tend to focus on major cities, the issue of
consolidation is also faced by smaller cities and regions. For example, West Virginia is considering consolidating its
counties from 55 to 30 in order to redevelop the largely rural state through reduced bureaucracy and larger
investment projects (Metzner 2016).
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competition from Fayette County as an outcome of the consolidation, which contributed to their
own consolidation in 2003. However, Carr, Sang-Seok, and Lu (2006) point out that there has
not been any convincing evidence supporting more economic development caused by the
consolidation in either case.

Feiock and Carr (1997) look into the consolidation of the City of Jacksonville and Duval
County, Florida in 1968. They argue that although the consolidation might enhance the planning
capacity and the legal, jurisdictional, and financial resources of local governments, there has not
been any evidence suggesting that the enhanced resources will directly translate into the overall
economic development in the consolidated areas. The evidence suggests that the motivation for
consolidation is more about individual interests, especially the interests of the elites, rather than
economic development.

Based on his study of 195 US cities with populations more than 100,000, Yasuoka (2008)
argues that city-county consolidation does not guarantee economic development. He finds that
there is no evidence strong enough to support the economic development argument of
consolidation, although there is also little evidence to reject it. While city-county consolidations
could help relieve the fiscal pressure of cities, the economic development outcome of
consolidation is still mixed and ambiguous.

While the case study evidence in general suggests that consolidation does not promote
economic development, there are specific consolidation efforts that are associated with
development. The consolidation of the city of Indianapolis and Marion County into a ‘Unigov’ is
often given as an example of successful development brought about by consolidation. Although
urban re-development did occur in Indianapolis after ‘Unigov’, it is not clear that consolidation

was a causal factor. Private businesses such as the Lilly Corporation aided development by
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attracting high-income workers while the fastest growing areas of Indianapolis were actually in
the suburbs (Rosentraub 2000). Additionally, the actual amount of consolidation was small with
most services remaining decentralized and a reduction in local governments of only 60 to 50

(Blomquist and Parks 1995).

4 Concluding Thoughts

Local governments are an important part of the American system of federalism. However, the
last century has seen increasing calls for more regionalism. This paper has outlined the main
theoretical arguments for both regionalism and localism while illustrating real-world examples.
However, the debate between localists and regionalists has not occurred in a vacuum. The
principle of autonomous local governments in the American context can be traced back to the
founding of the country. Theoretical arguments have undoubtedly been shaped by political
philosophy. Additionally, any reforms seeking to implement theoretical considerations will affect
a populace with a tradition of belief in local self-government. Future case-study, empirical, and
theoretical research can benefit from a greater appreciation of the role of local government
philosophy.

One area where philosophy’s role can be incorporated is in evaluating allocative versus
technical efficiency. Technical efficiency deals with cost minimization given the level of public
services needed, but allocative efficiency is about satisfaction with government, which can
incorporate citizens’ philosophical preferences for local government (Dowding and Mergoupis
2003). Much of the research so far has focused on technical efficiency since it is easier to

measure. Most studies measure technical efficiency by government size, indicated by
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government spending or the number of its employers (Jimenez and Hendrick 2010). However,
within the Bloomington School tradition of outcomes matching citizens’ preferences, allocative
efficiency may be the more appropriate benchmark for government effectiveness. While the
debate between localists and regionalists will likely continue over the next century, changing
from discussing technical efficiency to allocative efficiency will improve the quality of the

debate by grounding it in the core microeconomic concept of utility maximization.
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