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Y
ogi Berra was a Hall of Fame baseball player and manager who eventually became
best known by later generations for his memorable malaprops. One of the most
oft-repeated is, “It’s like déjà vu, all over again.”

The saying might apply to Indiana state and local government finances and
tax reform. There have been more than a few BizVoice® stories on the topic in the
past eight-and-a-half years. Roundtable participant and state Rep. Peggy Welch

(D-Bloomington) even comments in her opening remarks that while preparing for this discussion
she found a copy of a January 2005 BizVoice® article with a similar theme.

When the subject is narrowed to property taxes, Welch hopes to put an end to the déjà vu,
at least for awhile.

“What I have been saying for several years is I’m tired of the Band-Aids. That’s what we’ve
done with property taxes over and over again. You just keep layering on these Band-Aids, and
you’re not fixing the problem. As a nurse (her full-time occupation), I want to heal the disease. I
don’t want to just bandage it.”

To discuss the potential healing and what will likely take place in the 2007 legislative session are:

Solving the puzzle
There is a near consensus on the need to reduce the reliance on property taxes. That, however, is

much easier said than done.
As Indiana Chamber lobbyists traveled the state conducting legislative previews in the final

few months of 2006, they utilized a sliding nine-square puzzle to attempt to explain the property
tax challenge. Eight squares were filled, with one open space. The meaning: all eight factors are
interrelated, with movement in one impacting the others. 

“We want those issues addressed,” Brinegar notes, “without the solution being: ‘Let’s just shift
300, 400 or 500 million dollars of property tax burden over to the business community, wipe
our hands off and be done with it.’ ”

One of the puzzle squares is local government finances. Morris says help is needed now. Basic
public safety services, including police and fire protection, are subject to cuts without additional
financial resources. 

“Research indicates that every city and town in Indiana is headed for the financial wall unless
we get some relief,” Morris claims. “We think the burden of financing local government is probably
too great on property taxes. By providing alternative sources of revenue and then requiring that
a portion of (that revenue) goes to reduce property taxes seems to be a good step to make.”

The Indiana Association of Cities and Towns (IACT), with Morris a key spokesperson, floated
this proposal before the 2006 session. It gained little traction. The mayor also calls for the state’s
Department of Local Government Finance (DLGF) to move away from micromanaging to functioning
at a higher level.

“Hometown Matters may not be the perfect proposal. I think it’s more than a Band-Aid,” he
says, “and I believe it may provide the vehicle that will get us to a point of a much more equitable
way of funding local government.”
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Welch says she was a Hometown Matters supporter a year
ago and will continue to be. While both she and Morris are elected
officials, he is the one accountable to the citizens of LaPorte.
“I’m offended when you or somebody else has to come up and
kiss my ring to get permission to affect fiscal matters in your
own community,” she adds.

Efficiency required
Additional revenue-generating authority, however, cannot

come without increased local government efficiency and
effectiveness. Counties, cities, towns, townships and other taxing
districts must examine their current way of doing business and
recognize that change may be necessary to provide the best
value to taxpayers. 

The Indiana Chamber has been leading the way in advocating
for such change, beginning with
the Indiana Project for Efficient
Local Government study in 2004.
Local government officials, in
general, have been the staunchest
opponents.

Morris admits, “There’s been
too long, I think, a defensiveness,
that: ‘Hey, we’re doing everything
really well, we’re doing as good
as we can, we’re being frugal’;
and that’s nonsense. We need to
be looking very critically at how
we’re structured, how we’re organizing and how we’re delivering
services.”

The mayor says it’s frustrating to not see obvious and
widespread changes since the 2004 report. Various local
government efficiency proposals, however, have been debated
during the past two years. Legislation was passed in 2006 that
establishes a process for two local entities to merge or consolidate
services, and discussions and planning have continued in
Evansville, Fort Wayne, Northwest Indiana and other locations.

“We concluded that our progress (in this area) is going to
be – using a baseball analogy – singles and not home runs,” states
Brinegar, also listing legislation that requires trustee assessors
to achieve a certain level of training or that important function
transfers to the county assessor. “There hasn’t been what I call
a walk-off home run. There’s been significant progress made,
but a long way to go still.”

Assessing the dilemma
If overall tax reform is a never-ending topic, the tax

assessing process is inevitably a part of the mix. Stroble
compares it to the movie “Groundhog Day” as “we keep
going through this same process over and over and over
again every few years.” That process includes completing
the reassessment process, then providing tax relief for
those who are impacted.

“In some way, that shows we haven’t come to grips
with the purpose of reassessment – to shift the tax burden
to follow the changes in property values that have

occurred between points of time,” Stroble states. “That’s why
you have the reassessment. And yet we are unwilling to accept
the results of that reassessment.”

The reaction is tax credits, deductions and other subsidies
that total more than $2 billion a year, the second largest segment
of the state budget. In the end, Stroble points out, is a system
in which “the state raises the money, but the local governments
then are responsible for spending it, the state then is uncomfortable
with the spending decisions and really implements a one-size-

fits-all system of trying to manage
the fiscal issues of hundreds of cities
and towns, which is just not workable.”

Another wildcard in the current
debate is trending – annual adjustments
to property values instead of waiting
a series of years between general
reassessments. Brinegar and the
Chamber have been the strongest
trending advocates. Among the
benefits, he says, are “preventing the
sticker shock” from the large shifts

in values over an extended period and the fact
“that at any given point in time assessments
will be much more accurate and up-to-date
than under the old system.”

The first application of trending is a mini
reassessment, though, with the current
process catching up on six years (1999 to

2005) of changes in property values. While that is part of the
short-term concern, there are long-term challenges as well.

Stroble cites the need to “have assessing officials in place
who have the expertise and the training and the tools to be
able to make estimates on a year-by-year basis. That requires a
certain level of specialization that we haven’t previously asked
of assessors. It requires statistical training and data-gathering
skills that are new to many of these assessors.

“The big challenge is whether they have the capabilities to
handle the trending,” he continues. “That may lead us to either
abandon trending because they are unable to do it, or it may
lead to a reform of the assessing system.”

A stronger central authority at the state level might be a
step in the right direction. Stroble
points to some other states that utilize
a Board of Equalization that monitors

“I’m going to be working
and encouraging to at
least start getting the
research together,
putting some brains together and
seeing what we can do to make a
difference in the state of Indiana.”

– Rep. Peggy Welch
IInnddiiaannaa  HHoouussee  ((DD--BBlloooommiinnggttoonn))

“The big challenge is whether they
(assessors) have the capabilities
to handle the trending. That
may lead us to either abandon
trending because they are unable
to do it, or it may lead to a
reform of the assessing system.”

– Larry Stroble
Barnes & Thornburg
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local assessments and has the responsibility and authority to make adjustments.
Welch adds that there may need to be adjustments to the current data
collection role of the DLGF.

Impacting the process
A starting point for DLGF under the current system, according to Morris,

would be development of a template for recording and reporting expenses.
It is virtually impossible, he says, to make comparisons from one city or
county to another.

Running a city provides many contrasts to his previous position as
CEO of the hospital in LaPorte for 22 years.

“The biggest change is the lack of good management information available
to me. Virtually all the accounting systems that you work with as the mayor are designed
to comply with state regulations, not to provide you with management information,”
Morris offers, also listing a lack of emphasis on quality improvement in the system
and the inability of the mayor (compared to the CEO) to impact revenue generation.

Welch recalls that during a 2003 House Ways and Means Committee tour of
the state, most of the finger-pointing about tax increases was aimed at local
government. Schools and other taxing units, however, play a major role in the

determination of the overall tax rate. Schools, in particular, have come under fire in other quarters
for some of their spending decisions.

Stroble says there are many similarities in the operation of schools and local governments,
with a substantial portion of state funding but primarily local control. He questions whether the
state should be more involved in the process of building and operating schools, leaving local
corporations to focus on the educational mission.

While that may be a topic for another discussion, one of the current elements is the possible
introduction of local control or oversight boards. The panel would review, prioritize (and potentially
alter) city, county, school, library and other capital projects to gauge the overall impact on the taxpayer.

Brinegar offers the example of his hometown of Noblesville needing two new schools due
to enrollment growth (he is the school board president) at the same time that expansive library
and City Hall additions were occurring. Significant property tax increases were the result.

The problem, he says, is that each individual project is considered separately with no thought
to the cumulative effect on the taxpayer. Questions that fail to get asked include: “What’s most
important for this community? And can or should some of these projects either wait or be scaled
back? Those kind of discussions never take place under this current system.”

The composition of the board (Brinegar thinks the members might need to be the elected
officials themselves or representatives) and ultimate responsibilities are questions still to be answered.
Morris says the IACT is looking at the concept, and he believes it has some merit. Stroble indicates
the structure will determine if the boards add to or take away from accountability. Also, the members

have to be willing to “stand up and say no to these projects.”
Welch notes, “I’ve found that no matter what kind of structure

you apply, we will find some way to blame somebody else. I’m open
to new ideas, but is it going to be used properly or is it going to be
a scapegoat? I have concerns that it will just turn into a scapegoat.”

Three-legged stool
The sharp focus on property taxes is due, Stroble contends,

to Indiana having strong income and sales tax programs. The
2002 tax restructuring “eliminated the most objectionable aspects
of our tax system (gross income and inventory taxes). If we could

fix that one piece (property taxes) of it, we would really be at the forefront in terms of a well-designed,
well-operating tax system.”

In order to offset property tax changes, Stroble says it might be necessary to change income or sales
tax rates to produce additional revenues. A major restructuring, however, is not necessary, in his opinion.

Welch notes that he (Stroble) is the expert, but says she disagrees. “I think it’s a combination
of putting it all together and not seeing it as three separate things, but how do they all offset each

“We concluded that
our progress (in
local government
efficiency) is going
to be – using a
baseball analogy –
singles and not
home runs. There’s been significant
progress made, but a long way
to go still.”

– Kevin Brinegar
Indiana Chamber of Commerce

“There’s been too long, I
think, a defensiveness,
that: ‘Hey, we’re doing

everything really well, we’re doing as
good as we can, we’re being frugal’;
and that’s nonsense.”

– Leigh Morris
Mayor of LaPorte
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other and work together to provide the funding.” Strong facts
and research are needed to not only educate the public, she
adds, but to help legislators make these important decisions.

Ultimate outcome
There appear to be many more questions than answers at this

point. They include the impact of trending, potential composition
and role of oversight boards, and the state’s still tenuous fiscal
position with many demands for a limited number of resources.

Will these factors be overcome? Will “doing nothing” or
very little win out again over substantive reform? 

Welch hopes the public demands more and that her colleagues
respond. “I’m ready to do something, and I’m going to be
working and encouraging to at least start getting the research
together, putting some brains together and seeing what we can
do to make a difference in the state of Indiana.”

As far as the nothing option, she declares, “I’m sick of it.”
Morris says it’s up to local officials to demonstrate to legislators

and voters that, “If you want good local government services,
we have to make some changes in how local government
funding is provided. I’m perfectly willing, and I think the
Indiana Association of Cities and Town is, to look at ways to
improve the Hometown Matters proposal. It’s not the world’s
finest legislative proposal, I’m sure. 

“I’m sure there are ways we can make it better. But somehow,
some way, in this next session of the Legislature, I believe we

absolutely have to make some changes.”
The local fiscal challenges and the strong likelihood of

higher tax bills for homeowners lead Stroble to assert, “There
does seem to be a convergence of events that at least creates a
good possibility that something might be done.”

Welch defers from the more common “perfect storm”
phrase, using “perfect rainbow” to describe “people and things
coming together … that might allow us to move forward. Let’s
quit dancing around and let’s do it.”

In recent years, Brinegar explains that complications have
included the close splits in the House (51-49 Democrat advantage
after the November election) and various legislators taking “no
tax increase pledges and interpreting it to mean that even includes
voting for revenue to replace a different or perceived worse tax.”

What that does, he concludes, is “shrink the universe of
legislators you have available to craft compromise and secure
the 51 votes in the House and the 26 you need in the Senate.”
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