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State and Local Government Percent Real Change in Major Taxes 

The Nelson A. Rockefeller Institute of Government, October 2009 

Our fiscal environment 
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The future of local government finance 
Most predictions reject the possibility that the downturn is merely part of a 
business cycle and that a return to the old normalcy lies ahead.  Instead, 
state and local governments face a period of “perpetual fiscal crisis” (Peirce 
2002, quoting former National Governors Association executive director Ray 
Scheppach) and an “era of cutback management” (Pandey 2010, 564) 
where resources will be permanently constrained.  

 

Furthermore, the impact of this constraint will be compounded by the weight 
of a series of calamitous decisions made over a period of several decades to 
expand services, to defer infrastructure maintenance, and to make 
unsustainable commitments for pensions and health care.  The combined 
effects are daunting. 

 

 
 Ammons, et al. 2012.  The Future of Local Government: Will Current Stresses Bring 

Major, Permanent Changes? State and Local Government Review 44(1S) 64S-75S.  
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Local Perspectives 

 Survey of Northeastern Illinois Finance  

Officers (9 counties): 

 

 Most rate their municipality as being  

in a better condition today as compared 

to one year ago 

 

 Most rate their municipality as being in a 

good fiscal position  
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Fiscal actions in the past year…. 
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Changing conditions…. 
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New sources of revenue 

 Advertising revenue (to finance infrastructure, events) 

 Public private partnerships: 

 Infrastructure 

 Parks 

 Senior-targeted transportation 

 Sports complex 

 Senior housing development 

 Village hall 
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The future of local government finance 

 More public-private partnerships (P3s) with both the private 

sector and nonprofit sector may also be part of the “new 

normal” as local governments search for ways to both fund 

and provide services and infrastructure. According to the 

Brookings Institute (Istrate and Puentes 2011), thirty-one 

states now have formal enabling state departments and, in 

some cases, local governments to enter into P3s for the 

maintenance and construction of infrastructure and facilities. 

 
 Martin,LL,, Levey, R. and Cawley, J. 2012. The New Normal for Local Government. State and 

Local Government Review (44)1S 17S-28S. 
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Embedding Risk: 
Hidden Problems in Chicago’s 

Infrastructure Privatization 

Agreements 

Marc Doussard, University of Illinois at Urbana-Champaign 

 

Phil Ashton, University of Illinois at Chicago 

 

Rachel Weber, University of Illinois at Chicago 



The Relationships and Risks Created by 

Privatization 

 Common critiques of privatization 

 

 The asset lease as creator of new relationships and risk 

 

 Contractually embedded risks 

 

 The reshaping of state power 

 

 Guaranteeing investors’ profits after the transfer 
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The Global Market for Infrastructure Sales 

Grows 

 Leading infrastructure funds have tens of billions in capital to 
invest (Ashton, Doussard & Weber, 2012) 

 

 Privatized infrastructure assets include airports, toll roads, 
parking garages and parking meters 

 

 Cities experimenting with privatization range from large to 
small: 

 

 Chicago, New York, Los Angeles 

 

 Indianapolis, Minneapolis, Milwaukee, Denver 

 

 Harrisburg, New Haven, Hartford, Toledo, Newport Beach, Pontiac 
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Common Critiques of Privatization 

 Temporal Arbitrage: Privatization agreements borrow from 
the future to pay today 
 Short-term solutions deepen long-term problems, creating 

potential fiscal path dependence 

 

 Social Equity: Fare and fee hikes accompanying 
privatization amount to a regressive tax 

 

 Transportation Planning: Removing key transportation 
infrastructure from public control erodes long-term 
planning capacity 

 

 Transparency: Asset sales proceed in private, without 
public participation 
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Chicago’s Asset Sales 

Name Year Concessionaire Sales Price 
Term 
(Years) 

Fund Balance 
(FY 2011) 

Chicago Skyway 2005 Cintra-Macquarie $1.82 Bil 99 $502 Mil 

Chicago 
Underground 
Parking 2006 Morgan Stanley $563 Mil 99 $158 Mil 

Chicago Midway 
Airport (cancelled, 
now pending) 2008 

Citi Infrastructure 
Investors, John Hancock $2.52 Bil 99 n/a 

Chicago Metered 
Parking 2008 Morgan Stanley $1.16 Bil 75 $134 Mil 
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Building Better Privatization? 

 The illusory security of lease agreements: 

 

 Skyway, Parking Meter and Underground Garage 

agreements run into the 100s of pages 

 

 They prescribe maintenance standards, advertising usage 

and traffic throughput metrics 

 

 They include many measures requested by critics 
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Creating Risks Through Contracts 

 Infrastructure investors bought revenues streams, physical 
infrastructure 

 

 Contracts have limited ability to regulate financial relationships 
(Riles 2011) 

 

 Contracts can only regulate past financial practice. They cannot 
anticipate the future 

 

 Lease agreements create new relationships and pressures to 
protect investors’ cash flows 

 

 Chicago’s infrastructure leases changed City government itself 
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Restructuring City Government 

 Privatization agreements define revenue 
collection as the goal of city services 

 

 Oversight and control of parking meters 
and garages transferred from Dept. of 
Transportation and Parks District to 
Department of Revenue 

 

 Midway Airport privatization standards 
transfer operation of key economic 
development cog to private investors 
with no economic development interests 

 Chicago Department of Aviation estimates 
Midway is responsible for 540,000 jobs 
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Ensuring Asset Values 

 Chicago and its investors continue to do business in 

multiple financial markets 

 

 Positive evaluations of infrastructure sales rest on the 

assumption that cities offload responsibilities to asset 

lessors 

 

 But Chicago’s asset leases formally and informally obligate 

the city to protect investment values after the transfer 
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Formal Powers: 

The Case of the Parking Meters 

 The parking meters agreement created numerous 
“compensation events” that obligate the City to pay Morgan 
Stanley for lost revenues when meters are taken out of service 

 

 Triggering events include street festivals, sporting events, the 
2012 NATO summit and the use of disability placards 

 To date, compensation claims for parking meters and garages total $200 
million 

 

 Parking meters contract requires faster and more frequent 
booting; booting yields higher and easier-to-collect fines 

 

 Chicago also agreed to speed legal prosecution of parking 
tickets; crack down on disability registrations; and more 
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Informal Uses of State Power 

 Use of City powers to enhance investor revenues goes beyond 
contractual requirements 

 

 Traffic Management: In 2010, City removed long-standing rush-
hour parking restrictions from 225 blocks in and near the 
Loop. These blocks generate highest per-capita parking fees 
(Wisniewski, 2010) 

 

 Ticketing: Department of Revenue raises ticketing quotas 
immediately after the meters sale (Main and Spielman, 2010) 

 

 Barriers to Entry: Post-lease reforms raise the cost of building 
new parking garages 
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Policy Implications 

 Privatization agreements create new relationships and risks 

 The local government that administers infrastructure leases is not 
the same as the government which signed them 

 

 Criticisms of individual privatization agreements overlook the 
systemic changes entailed in all privatization agreements 

 

 Importance of public-private finance networks to cities 
ensures that the management of privatized infrastructure will 
be used to maintain those relationships 

 

 Barriers to Entry: Post-lease reforms raise the cost of building 
new parking garages 
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Public Private [Public] Housing in Chicago: 

Prospects and Pitfalls 

Andrew J. Greenlee, Ph.D. 

agreen4@illinois.edu 

 



Rationale 

 Alleviate Concentrations of Poverty 

 Political and social efficacy 

 Resource allocation 

 Does co-location = interaction? 

 Produce High-Quality Developments 

 Potential to increase (and sustain) housing standards 

 Address a Shortage of Affordable Units 

 Importance of cross-subsidy + public funds 

 Politically expedient? 
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PPPs: Key Questions 

 Social Effects 

 Does it improve life chances of low-income residents? 

 Costs 

 Is it less costly (than public housing)? 

 Essential Preconditions 

 How do location, size, design, development condition, racial and 

ethnic composition, and the local housing market influence 

development feasibility (and sustainability)? 

Source: Schwartz and Tajbakhsh (1997) 
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Key Strategies 

 Moderate Income Inclusion:  

 market-rate + moderate income households 

 Low-Income Inclusion:  

 market-rate + low-income 

 Broad Range of Incomes 

 market-rate + moderate-income + low-income 

 Market-Rate Inclusion 

 low-income + market-rate 

 Affordable Mix 

 moderate + low-income + extremely low-income 
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Bringing it Home: Chicago 
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The CHA Plan for Transformation 
 Chicago Housing Authority 10 15-year “Plan for 

Transformation” 

Beginning: 38,000 units 
Demolish: 22,000 units 
Rehab: 9,000 units_____ 
End: 25,000 units 
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The CHA Plan for Transformation 
 Chicago Housing Authority 10 15-year “Plan for 

Transformation” 

Beginning: 38,000 units 
Demolish: 22,000 units 
Rehab: 9,000 units_____ 
End: 25,000 units 
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The CHA Plan for Transformation 
 Chicago Housing Authority 10 15-year “Plan for 

Transformation” 

Beginning: 38,000 units 
Demolish: 22,000 units 
Rehab: 9,000 units_____ 
End: 25,000 units 
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The CHA Plan for Transformation 
 Chicago Housing Authority 10 15-year “Plan for 

Transformation” 

Beginning: 38,000 units 
Demolish: 22,000 units 
Rehab: 9,000 units_____ 
End: 25,000 units 
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Chicago’s Assisted Housing 

Landscape 

Public Housing  

(Family / Senior) 

 

Example: 

Dearborn Homes 

 

Owned/Operated 

By Chicago 

Housing Authority 

 

14,888 Units 

Mixed-Income Housing 

 

 

Example: 

North Town Village 

 

Units Owned / Managed 

By CHA and Private 

Developers 

 

2,905 Units 

Housing Choice Vouchers 

 

 

Example: 

Apartment Building 

 

Owned by private market 

landlord, administered by 

CHA, subsidy from HUD 

 

37,229 Units 

Data Source: CHA FY12 MTW Annual Plan: Projected Leased Units  
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Constructing Mixed-Income 

 Fannie-Mae Loan 

 Guaranteed by the MacArthur Foundation 

 Debt service: Local TIF funds 

 HOPE VI Funds: Public Housing 

 HOME Funds 

 LIHTC Funds 

 Private Financing 
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Unit Production and Home Price 

Unit production 

slowed with housing 

market instability 
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Unit Production and Housing Starts 

Unit production has 

recovered somewhat 

in relationship to new 

housing starts 
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Prospects 

 Some insulation to housing market instability 

 Potential boon to instability in local housing markets 
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Pitfalls 

 Unit delivery depends on cross-subsidy 

 Developer financial stability 

 Local overbuilding and competition with market 
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What’s to come? 

 Deeper subsidies to complete projects? 

 Cross subsidy? 

 Sustained delivery of units? 

 Creativity amidst challenges 
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What’s to come? 
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The University of Illinois Research Park 
Laura Frerichs, Director 

lfrerich@illinois.edu 
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From Agriculture Sites and Fish Ponds in 2000… 

T o construction each year annually over 10 years… 

The Research Park now includes 13 Buildings and 90 

Companies 

Research Park at the University of Illinois 
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University commits to Research Park in 2000 

1. University Allocated 200 Acre Agricultural 

Greenfield Land Adjacent to Campus 

 

2. Incorporates UIRP LLC to manage the RP 

 

3. Picks a private developer  model 

 

4. Secures state funding for incubator 
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The improbable tech community 

starts… 
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Agreements have been a part of Research 

Park development from the beginning 
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The University of Illinois 

Research Park, LLC was 

established 

The Operating 

Agreement went into 

effect 

The Master Developer 

Agreement went into 

effect 

First private tenants moved 

into the Research Park 



Research Park Key Agreement Types  
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Agreement Public Partner 

Private/Quasi-

Private 

Partner 

Purpose 

Operating 

Agreement 

• Establish the Research 

Park as an entity 

• Govern the 

relationship between 

the Park and the 

University of Illinois 

Board of Trustees 

Master 

Developer 

Agreement 

Covenants and 

Subdivision/ 

Zoning 

• University of Illinois 

Board of Trustees 

• University of Illinois 

Research Park, LLC 

(UIRP) 

• Define standards,  

procedures and 

expectations for 

developing the 

Research Park 

• UIRP 

• Fox/Atkins 

Development, LLC 

• University of Illinois 

• Permitted uses, 

signage requirements, 

utility planning 

• Design review process 

for new development 

• Stormwater planning 

• University of Illinois 

• City of Champaign 

• UIRP, LLC 

• Fox/Atkins 

Development and 

Tenants must build to 

standards and follow 

land uses 



Operating Agreement Provided Resources 

and Flexibility to Grow with the Market 
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Key 

Components 

Impact 

UI Transfers 

Land to UIRP 

UIRP Operates 

an Incubator 

Facility 

UIRP Subleases 

Land to 

Developer 

UIRP Personnel 

Are University 

Administration 

Staff 

• University provides support and services to UIRP 

• University maintains oversight and control of UIRP 

• UIRP independent of academic departments 

• Dedicated University channel for tech 

commercialization 

• Incubator provides prospective permanent UIRP 

tenants 
• University dedicates land and resources for UIRP  

• Block transfers of land allow UIRP to plan with 

agility 

• UIRP works with developer and prospective 

tenants 

• University involved with development activity  



The Master Developer Agreement ensures 

development of the Park while maintaining 

University oversight 
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Administrative 

Components 
• Use an RFP process to select 

developer 

• Enter into a 10-year exclusive 

contract 

• Designate land pricing and 

infrastructure support 

arrangements 

• Lease individual parcels at a 

50-year lease 

• Provide land rent agreement 

that incents development 

 

Covenants 

• Designate permitted uses, 

signage requirements, 

telecom arrangements 

• Establish annual assessment 

provision and process 

• Provide for common facilities 

and access 

• Include design guidelines 

• Maintain the University’s 

client approval rights 

• Outline the design review 

process for new development 

 

 

 

Developer 

Requirements 
• Staff a Marketing Director 

and implement the Marketing 

Plan to market the Research 

Park nationally 

• Build and maintain a  minimum 

average of 120,000 square 

feet of leasable floor area 

every three years 

• Lease to tenants for research 

and technology-oriented 

uses and with a desire to 

maintain a relationship with 

the University 

 



Administrative Components 
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 Use an RFP process to select developer 

 Enter into a 10-year exclusive contract 

 Designate land pricing and infrastructure support 

arrangements 

 Lease individual parcels at a 50-year lease 

 Provide land rent agreement that incents development, 

but is based in appraisal 

 Infrastructure planning, budgeting, administration 

 



Developer Requirements 
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 Staff a Marketing Director and implement the Marketing Plan to 

market the Research Park nationally 

 

 Build and maintain a  minimum average of 120,000 square feet of 

leasable floor area every three years 

 

 Lease to tenants for research and technology-oriented uses and with 

a desire to maintain a relationship with the University 

 

 Revenue sharing agreement upon sale of buildings if UIRP discounts 

property 

 

 Infrastructure cost share 

 



The current thirteen buildings are the result of public 

and private development efforts, largely driven by the  

Master Developer Agreement: 
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Steady Development Over 10 Years 
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 13 buildings 

 

 Over $101M of public 
and private funds 
invested in buildings and 
infrastructure over the 
past ten years 

 

 80% occupancy rate has 
been typical 

Source: Fox/Atkins Development, LLC; Proposal for: Developer for Research Park Phase IV  



University and Local Stakeholders Highly 

Involved in Development Process 
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RESEARCH PARK CAMPUS 

LOCATION 
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Research Park boundaries and planning 

areas have evolved over time 



Research Park at the University of Illinois 
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 The Research Park provides an environment where tech  

businesses can work with the research faculty and students on 

collaborative research and access UI services.  

 The Research Park has 90 companies  

 Fortune 500 firms: Yahoo, Caterpillar, State Farm, ADM, Sony, Raytheon, Citrix, 

Abbott, Dow, Deere  

 38 companies currently in the EnterpriseWorks startup incubator (145 startups 

since  it opened) 

 Named by the Association of University Research Parks as the  

2011 Outstanding Research Park 



Strategic step for local economic development 
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* study completed by the Champaign County Regional Planning Commission in August 2011. Economic 

impacts were modeled using the job sectors in the Research Park, construction figures and IMPLAN 

multipliers 



A Vibrant Tech Community 

entrepreneurship 

building community 

corporate innovation 
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EnterpriseWorks Incubator 
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 EnterpriseWorks (EW) is a 43,000 sq ft startup business incubator in the 

Research Park for early stage tech firms. It is owned and operated by the 

University of Illinois to help launch successful start-up companies.  

 Named by Inc.com as one of 10 “Incubators to Watch” in 2011 

 

Company Founders: 89% of 

EnterpriseWorks clients are 

founded by University of 

Illinois Entrepreneurs. The 

majority are started by 

faculty/professors from UIUC.  
58% 

9% 

11% 

9% 

11% 

Faculty

Staff

Student

Alumni

External

Engineering

LAS

ACES

Aviation

Business

Education

Vet Med

Media

Current Clients:  

Founder College, 

63% Engineering 

EntepriseWorks 

clients have raised 

$526 Million in 

venture capital and 

angel funding. 



Startups Graduation Data 
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• The incubator program is designed to graduate startups within 3-5 years upon 

entering the incubator to keep the space reserved for early stage companies  

• The incubator graduates approximately 1/3 of its tenants annually 

• 15 firms have graduated from the incubator into space in the Research Park  

 

 

27% 26% 
29% 

23% 

39% 
38% 

32% 
34% 

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

2004 2005 2006 2007 2008 2009 2010 2011

% of Clients Graduating/Leaving Annually 

Companies still in business after 

graduation has mostly remained 

local 
Of graduates, location in Research Park 27% 

Of graduates, location in Champaign County 54% 

Of graduates, location in Illinois 67% 

Of graduates, located out of state or US 33% 

6% 

62% 

33% Acquired

In Business

Out of Business

Incubator Graduates Business Status 

Client performance: tracking since 2003 



Events and Programs for Tech Firms 
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 Software User Group Meetings 

 Tech CEO Roundtables with speakers 

 Startup Café with successful entrepreneurs 

 Monthly entrepreneur educational seminars 

 Monthly social events, Fire @ Five, Golf outing,  

Ping Pong, soccer, swing dancing 

 
 Women in Technology Forum 

 Summer concert series with Krannert 

 Charitable events organized for employees 

 VIP speakers and business introductions 

 TechCocktail tech demonstrations 

 Annual Career Fair, student awards 

 

The Research Park 

hosts weekly events for 

the employees and 

firms in the community.  

 

In FY12, the Research 

Park hosted more than 

100 events for 

companies to attend, 

network, learn about 

business, and have 

fun.  
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 1/3 of total Research Park workforce are students  

₋ Approximately 350-400 students per semester 

₋ Supplement research staff with highly-skilled graduate and undergraduate 
students from top University of Illinois programs 

₋ Student employees and research assistants can work on projects year round 
(not just summer interns)  

Employing Students on Campus at UIRP 

• Workforce cost efficiency:  
₋ Student wages are substantially lower than full time hires (40-50% less). 

₋ Interns are prepared for full-time employment through pre-training and 

familiarization of business culture and structure 

• Recruitment Pipeline: companies report up to 65% retention rates 
 

• Intellectual property remains with company 
 

• Optional Research Park Intern Program  
₋ HR administration services for companies with interns and GRA positions, 

including visa documentation through  UI Corporate Relations 
 



Corporate Innovation Centers 

 ADM Bioenergy Modeling Center 

 Abbott Laboratories 

 Caterpillar Simulation Center 

 Citrix, Bytemobile operation 

 John Deere Technology Innovation Center 

 Dow Innovation Center 

 Neustar Innovation Center 

 Pearson, Novanet operation 

 Raytheon, Trusted Computer Solutions operation 

 Riverbed, Quality Assurance (QA) software team 

 Sony Biotechnology 

 State Farm Research and Development Center 

 Yahoo, Hadoop Center of Excellence 

 

Join other leading corporations that have established successful centers 

at the University of Illinois Research Park 
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Space Examples  

in the Research Park 
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Space Examples: Information Technology Office 

 Approximately 3,500 SF 

 20 Full-time employees 

 8 student interns 

 Students assist full-time employees in the development 

of software solutions for internet and enterprise 

intranet data  
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Space Examples:  Fortune 500 Office 

 Approximately 2,070 SF 

 2 Full-time employees 

 11 student interns 

 Students work on a wide range of research projects: 

› Develop educational material for products 

› Evaluating new components for potential products 
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Space Examples: Research & Development Office 

 Approximately 7,500 SF 

 22 Full-time employees 

 12 student interns 

 Students are given design and engineering challenges to 

research, including sensor and software development 

› Intern work filters projects for future sponsored 

research initiatives 
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Expansion: $7 Million Road Project Underway  
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 South Fourth Street: completed 

 Hazelwood + new extension 

 Gerty extension to new 4th 

 IDOT Capital Project, led by Champaign 

Source: http://www.news-gazette.com/news/education/2012-09-14/12-hours-concrete-pave-way-fourth-street-extension.html  


