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2. According to 6 hUallachain and Satterthwaite (1992), the location theory can be applied not only to the
manufacturing sector, which intends to reduce transportation costs, but also to the service and high-tech
industries, which tend to agglomerate to the same locations to reduce information costs, increase access to
best qualified personnel, and minimize costs in serving demands for their services and the high-value, low-
weight products.

3. Real property reassessment in Indiana took place in 1980 and 1990. To avoid the impact of reassessment
on local statutory property tax rates and obtain a comparable property tax variable, we use the tax rate in
1989 instead of the tax rate in 1990.

4. The omitted dummy variable is TIF90, which takes the value of one if the city adopted a TIF program in
1990 and zero otherwise. No TIF program was adopted in Indiana in 1987. The coefficient estimates of TIF
dummy variables for various years should not be viewed as cumulative. Instead, these estimates should be
interpreted as percentage changes in a particular year with respect to the comparison category of TIF90.
These results are compatible with the finding by Papke (1994) that the Indiana Enterprise Zone program has
the estimated effect of from 8% to 19% on the value of inventories, the value of personal property, and
unemployment claims.
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