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Analysis of Consolidation

Efficiency

A major issue facing Cleveland is the need for city and county governments to become more efficient. Unfortunately, there is not much clear evidence from the consolidations that greater efficiency has been achieved. In most instances noted, service delivery costs have risen, not decreased. 

The evidence on efficiencies in these large consolidations is fairly convincing, savings do not materialize - or, if they do, it is for only a short time. One reason is that consolidation of services is initially expensive. One small community (Athens, GA) estimated that consolidation cost nearly $5 million because of the need to create new logos and stationary, put new emblems on vehicles, convert equipment, construct new offices, create new regulations, incur legal fees, etc.25 A study of Toronto estimated its consolidation of only limited functions cost $150 million.26  These costs, even amortized, suggest that consolidation does not come cheaply. 

An examination of Jacksonville-Duval found that consolidation led to a short-term decrease in per capita expen​ditures, but the long-term impact was an increase in per capita expenditures.27 These researchers found that the ratio of per capita property taxes to expenditures increased 47% in merged Jacksonville over 14 years. In Indianapolis, lit​tle has occurred in terms of a redistributive effect on tax rates. Property tax rates are higher in the inner city than elsewhere in the county, because the central city pays for all of the countywide services plus all of the municipal ser​vices for which the tax base was not extended beyond the old city boundaries.28 A study of Metro Miami found that "contrary to expectations, expenditures actually rose after consolidation.”29 Yet another study used a sample of coun​ty governments with populations of more than 300,000 and concluded that consolidation was positively correlated with increased costs of public services. Savitch and Vogel examined expenditure growth rates in five merged cities, comparing them to un-merged Louisville for 1980-1992. The researchers found that the 8% rate of increase in Louisville was much below the average 33% (range 22% to 47%) rate of increase (in 1998 dollars) found in the five consolidated communities.31 

A recent study (1998) by Becker and Dluhy of the experience in Miami-Dade County examined the evidence on the supposed economies of scale that some expect from larger governments. They concluded: The findings for Miami-Dade County do not support the position of the advocates of consolidation when total expenditures are con​sidered for all municipal-level services (i.e., aggregate spending for all services). They go on to say: 

Given this overall finding, the remaining question is whether there are any economies of scale for specific ser​vices.... [T]here are probable economies of scale for fire and rescue services, library services, and planning services, which require specialized expertise and advanced computer applications such as geographical infor​mation systems (GIS). The finding is consistent with those of other researchers who have discerned economies of scale for those services with high fixed costs (see Hirsch 1984; Segal 1977). However, for other munici​pal-level services in this study (i.e., police, public works, waste management, and recreation) there are negli​gible or marginal economies (or diseconomies) of scale.32 
A study by Benton and Gamble (1984) of merged Jacksonville and un-merged Tampa concluded: 

Those findings demonstrate that city/county consolidation has produced no measurable impact on taxing and spending policies of the consolidated government, which was the focus of this study - Jacksonville, Florida. In fact, both taxes and expenditures increase as a result of consolidation.33 

The National Research Council commissioned a study (1999) of whether consolidation of city and county gov​ernments led to reductions in expenditures and tax rates. The Council concluded that "There is general agreement that consolidation has not reduced costs (as predicted by some reform advocates) and, in fact, may have even increased total local expenditures .... 35 
The study went on to challenge the common assumption that consolidated governments increase efficiency and effectiveness. The authors state: 

The preponderance of the evidence indicates that small local governments (and thus metropolitan areas char​acterized by fragmentation) are more efficient for labor-intensive services, whereas larger units are more effi​cient for capital-intensive services (because of economies of scale) and for certain overhead functions ... There is general agreement that consolidation has not reduced costs (as predicted by some reform advo​cates) and, in fact, may have even increased total expenditures (emphasis added).36 
What makes efficiency gains even harder to achieve is that in several cases capital-intensive services such as fire protection have been explicitly removed from the table of consolidated services. This is most recently the case in the consolidation of Louisville and Jefferson County, and it was earlier the case in Miami-Dade. But even with such ser​vices included, there is no convincing evidence that consolidation has resulted in greater efficiencies and lower taxes. Cleveland should not expect this result either. 

There are a host of reasons why consolidation appears not to reduce service delivery costs, especially when sev​eral communities are involved. For one, the new level of service is likely to match the highest level of service extant in the merged communities. This upgrade costs more. The same can be said of salaries and benefits. It is much eas​ier to bring everyone up to the existing standard at the top than to gain wage and benefit reductions from cooperat​ing communities. That too adds to the costs. 


The word is not final on this subject. But research to date strongly suggests that large savings from gains in effi​ciency through consolidation are not very likely. Thus, the proposed consolidation of Cleveland City and County receives little support on the grounds that the merger will produce widespread efficiencies. 
Purchasing functions and human resource duties do hold more promise for potential savings, especially if there is redundancy among functions. But personnel employees who are well informed on the details of each government's rules, regulations, and benefits would be needed. That implies some but not huge savings as modest redundancy could be eliminated. Health departments have few overlapping functions, but there may be an advantage to merger since both departments often deal with the same population. Without doubt some areas, particularly back-office functions, could gain some efficiency from consolidation. That can only be learned from further study. 

There are other seeming overlaps between duties at the County and City. These duties include economic devel​opment, housing, intergovernmental relations, treasurers, clerks, and city attorneys and corporation counsels. Several, but certainly not all, of these offices are relatively small in one or both governments and not very costly. Collectively, the dollars saved may add up to a significant number. But one of the difficulties besides small scale is that some of these offices have functions that would not change much under merger. Modest savings could occur, but consolida​tion would not completely negate the need for the other comparable office. 

There undoubtedly are many gains from consolidation of specific functions among municipalities within Cleveland County or even across county borders. But if the focus is on wholesale consolidation of the City of Cleveland and Cleveland County, in part for assumed cost savings, the probability is that the savings will be small relative to the entire budget. There are opportunities within the City and County for savings, but these savings are likely to be achieved individually, not in a wholesale merger fashion. Furthermore, if these individual functions are examined, it is more likely that other governmental institutions, such as schools, could be brought into the mix. This topic is explored further below under the topic of functional consolidation. 

Given the lack of local political support for wholesale consolidation, the option has little chance of being adopt​ed. Furthermore, the argument that it will save big tax dollars has little empirical support from elsewhere and few expectations here because of the absence of widespread duplication of services between the two governments. There is a potential for efficiencies, but they can be achieved at lower cost through other than wholesale consolidation. 

Service Quality
Another question is whether consolidation actually improves the quality of service delivery. A study of the consolidation of police functions in Indianapolis showed that there was a "consistent pattern of high​er levels of police performance in the independent communities when compared to the Indianapolis neighbor​hoods.37 In Jacksonville and Nashville, service quality also increased, in some cases rather dramatically. That also raised costs, but the quality was higher. 


There is not one answer. At some smaller scale, consolidation seems to bring advantages that outweigh the costs. But at larger scales, such as a city-county merger, that is not necessarily the case. Given modest over​lap of services between City and County, there is little opportunity to experience substantial gains in service quality as a direct result of wholesale consolidation. There is potential, however, as a result of independent function consol​idation or rethinking how services can be delivered differently. 

Government Credibility 

Consolidation does seem to have enhanced local government credibility. Most of the citizen surveys in consoli​dated communities are supportive. Louisville's experience will have to be determined; there was certainly disagree​ment before the vote to approve consolidation. What we need to note is that citizens in the other communities are basically happy with what they have. We have no evidence that they would approve more dramatic changes than they already have. But the governments that serve these communities are credible, and those in places like Jacksonville (which had experienced widespread corruption) are far ahead of where they were before consolidation. 

On the other hand, Charlotte's and Mecklenburg's governments are well regarded, and they have not been fully consolidated. Consolidation can add to credibility, but it is not the only solution to gaining credibility. 

Sharing of Revenue

Combining City and County services will do little to increase revenue for county functions. Since the county functions are paid for by the same set of constituents that would be merged, it would not address that problem at all. If consolidation is undertaken to increase City of Cleveland revenues by expanding the tax base to all munici​palities, that will certainly help residents of the former city and be painful for many suburban taxpayers. Consolidation on a regional basis would help even more in this regard, just as it would to address issues such as transportation, economic development, and housing. The larger whole has more resources than just one county. But the payoff for consolidated Cleveland would depend on the details. In Miami, the outly​ing areas did contribute more to Miami, while in Indianapolis the outlying areas continued to pay only for their own services. 

Minority Political Power
Another concern is that consolidation would reduce the power of the minority vote. Consolidations elsewhere had to confront the issue of loss of minority political power. The result is that minority representation has diminished in virtually every example of con​solidation. In almost every suburban jurisdiction, whites were the majority. The ratios changed over time, but the majority of representatives on the governing boards are white. (What several consolidated governments did is to switch from at-large to district officers to ensure greater minority representation.) Continued investment in inner-city neighborhoods would be threatened by the diminished role of minorities on the governing board. 

Were the City and County governments to be merged in Cleveland, the pattern of representation would likely look very much like the current County Board. 

Economic Development


There is also mixed evidence on whether consolidation enhances economic development. In fact, a recent study found that there is no support for the assertion that the form of government has any impact on economic develop​ment.38 It may be that the forms of consolidation have been too weak to influence economic development. But the consolidations that have occurred reflect what is politically possible, so little more can be expected.

There may be exceptions to this conclusion of "no support." Indianapolis did gain access to a broader tax base that it could use to borrow larger sums to invest in its downtown redevelopment. It appears that that public invest​ment did make a difference, but no incontrovertible proof exists that that is the case.

All of the consolidated communities have done better economically than they were doing before their consoli​dation. But there are so many confounding factors that affect that result that it is dangerous to point to government form as the factor that made the difference.
Political Acceptability

Politically, full consolidation is a tough sell in Cleveland. We have a long history of individual communities governing themselves. Citizens identify with their community and will defend that community's ability to set its own policies. "Probably none of these governments has a significant interest in reducing its own authority," one author opined, as he looked at the subject of consolidation.39 Similarly, there is little visible political support for a merger of City and County that includes other municipalities in Cleveland County. Communities do not give up control easily. At this juncture there is no expressed political support for consolidation. Without strong leadership and strong citizen support, consolidation of the municipalities in Cleveland County will not occur. And given the weakness of many arguments about the benefits of consolidation, there is little wonder. 

The Bottom Line 

The evidence from the existing consolidations suggests that a strong case cannot be made for full consolidation as the answer to Cleveland's ills. First, there is no clear model of what consolidation should include in terms of gov​ernments and services. The examples reviewed cover a range of alternatives. Second, efficiencies have only occa​sionally been achieved. Taxes have often risen, not gone down. Third, the quality of service delivery has usually increased, but that is not always the case. Fourth, almost universally, minority voting power has been eroded, an unacceptable end in Cleveland. Fifth, equity in paying for services has not often been achieved. Central city resi​dents in Indianapolis, for example, pay for their own services as well as for services that serve only non-city resi​dents. This is just the opposite of what is meant by equity. Sixth, unlike Jacksonville or Nashville, Cleveland does not have criminals running the government that need to be replaced. Credibility may increase with a merger and the election of an outstanding leader. But that would not necessarily happen after consolidation. Perhaps Louisville's experience will indicate that this occurs, but the evidence from elsewhere suggests no dramatic shift in leadership quality. Seventh, a full consolidation would increase the size of the city's population, but since both the City and Cleveland County suburbs have been losing population, the net effect would still be one of population loss. 

Consolidation is not the answer to what ails Cleveland at this juncture. What is the alternative? It is to that ques​tion we turn next. 
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