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n the Urban West: Managing Growth and Decline, most of the focus
was on growth, with relati vely little discussion about decline . Growth
was the predominant issue of the day in most cities-rapid grow th, not
the lack of it. Today the prospect of decline is far more a reality than it
was in the 1990s. In this era of the Great Recession, many cities are
struggling to provide basic services . Tempe's budget shortfa lls are the
worst in the 11 S-year history of the city. Reno is facing such tough
budget challenges that there is serious considerat ion to consolidate Washoe
city and county governments. Modesto, in California's Central Valley, is in a
reg ion fac ing the nation's highest unemployment, hovering around 17 percent in 2010 On the other hand, the unemployment rate along the Wasatch
Front, wh ich encompasses Salt Lake City, is amo ng the nation's lowest, but
Salt Lake City st ili struggles w ith its budget and cannot avoid layoffs and service reductions.
Cities that once seemed immune to major downturns are challenged to
mainta in service leve ls and quality of life. Boise, once the headquarte rs city
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for several major corporations, has now lost that status. According to economic development expert Gera ld Gordon, "Nothing in the economy can be
taken for granted ... communities are unl ikely to remain in a static economic
position ... if neighboring communities are growing and yours is not, the result is not a sta tic position, but rather a relative decline. Even modest growth
may be insufficient to enable a communi ty to maintain its quality of life "1
When prospects for growth are low, economic development competition is high . The slow or no growth voices are not nearly as effective as they
are during prosperous times. Beyond the immediate economic disloca tion is
the prospect of a prolonged recovery and a long struggle to return to the
service levels of 2007. Some veteran observers are calling this
the "lost decade" The "new normal" of service reductions is
Cities find a variety of ways to
no aberration. In times of economic crisis, the suppor t fo r economic development initiatives are top priorities.
encourage development, from
Since projects are often funded out of several federal
assisting new businesses to
sources , federal grants can playa significant role in helping a
adding amenities that enhance
city put together an attractive offe r to prospective businesses 2
the community. Opposite: The
"Leveraging" is an important word and practice in urban ecoE. & J. Gallo Winery in Modesto
nomic development. City officials have been able to use federal
is the largest family-owned winfunds as a lever to raise additional funds from the private sector in order to help su pport development activities. The 2009ery in the world.
10 federal stimulus packages brought literally billions of dollars
to state and loca l governments. The Build America Bond program gave cit ies the option of using taxable bonds and then wri ting down
their interest rates by almost one-thi rd w ith fede ral subsidies. Many cities took
advantage of this program and improved their infrastru ctu res. But the stimulus dollars were one-time money; federal funding to cities is becom ing scarce .
On the other hand, national government policies can have a major negative effect on cities. The very availability of fund s in a designated functional
area can distort local priorities. Cit ies may expend funds fo r an activity or a
program that would be beneficial but not necessarily essential. For example,
the creation of a streetcar program may be interesting but not as important
as adding more bus routes to a struggling mass tran sit prog ram.

• [cnnnmic Oevelo~ment Goals
Growth is at the top of cities' agendas, yet it is a struggle for ea ch city
to determine what really works for its individual communities . Even thoug h
cities copy from each other all the time, w hat works in one ci ty may not work
in another. The factors that reall y contribute to economic growth may not be
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available in al l cit ies access to ma rkets, capita l availabi lit y, skill ed workforce,
favorab le tax policies, effective local services, hig h qual ity of life, and a business-friendly clim ate. Caught in the squeeze of a globa l economic crisis, cities
mayor may not be masters of their own fate .
Incredibly,
economic development is
championed in
many communIties without a
clear definition
of what it
means. Such
ambiguity may
also explain its
widesp re ad
popularity in
some communIties. According
to a National
League of Cities
(NLC) publication, " 'economic
development' is
a phrase that is
w idelyembraced but se ldom clearly defined . Conceptua lly, economic development has meant wea lth
creation to some observers, w hile to others, the phrase has sign ified material
progress. As a goa l, economic develop ment ranges in meaning from tax base
im provement to the redistribution of econom ic benefits to disadvantaged
areas."3 It is left to each city to determine w hat economic development
means .
Economic growth produces a sense of pr id e in the citizenry, a bel ief
that the community is ma king progress. Often citizens wa nt to become more
involved in community affairs. To the extent that econom ic development is
perceived as promoting jobs and expanding t he ta x base, it is w idely supported . However, there are those communit ies w here it is view ed as promoting uncontrolled growth w ith all of its negative side effects or as diverting
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community resources from other priorities and is consequently not supported
as fully.4 The rational discussion a community shou ld have concerning growth
is typically set aside in hard economic times. But whatever the economic conditions, cities should carefully consider how growth will relate to thei r city's
strategic plans as w ell as land use plans.

Each community has to answ er for itself what econom ic
development means, what kind of economic development
strategies are appropriate, and w hat kind of impact economic
growth w ill have on the communi ty. After the community has
made those assessments, it can then determine the kind of
economic development strategy it will emp loy. Will it be primaril y the search fo r the relocation of businesses and industries
from othe r areas, the creation of new businesses from w ithin
the community, or the expansion of existing businesses l Or
w ill it be a combination of all of these strateg ies I
In addit ion to pu rely economic factors, there are other reasons for economic development competition. According to Professor Ann O'M . Bowman,
ou r federal system , which features division and separat ion of powers, encourages the kind of competition w e are seeing toda y among local communities .
Fede ralism provi des the context in which economic development is undertaken. "The interaction of federalism and cap italism structures economi c deve lopment. " 5 The American system of capitalism, w ith the free flow of capi tal
across artificial jurisdiction bounda ries, encourages the pursuit and competition among communities for economic development. According to Bowman,
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"Cities are porous ... they are affected by the actions of othe r governmentsnationa l, state, and local. The economic development-related activities of
these other governments structure city government's behavior. For examp le,
when the national government reduces Urban Development Ac tion Grant
funding or a state government creates enterprise zones, the effect is felt at

the local level. City governments have to design th eir economic development
strategies within the ' rules of the game' established by other levels of government. "6

• honomic OevelOllment Strate~ies
The economic development strategies employed by cities focus on the
following in va rying degrees of emphasis: attracting new businesses and industries; maintaining existing businesses and encouraging the ir expans ion;
and creating new jobs and businesses from within the community7
There are a variety of in ce ntive packages that are offered by communities in their search for economic development. Typical incentive packages can
include: technical assistance for the new business; relief from either state
and/or loca l charges or taxes ; customized job-trai ning programs to prepare
community people to work in the new businesses; pub lic works participation
through the extension of streets, water, and sewer lines to new businesses;
and a "one-stop" shopping approach where new businesses can go to one office to get all of the information they need to develop or locate within a com munity.
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More ag gressive programs include tax abatements and outright gifts of
land and fac il ities. In several Urban West states some of these incentives typicall y are prohibited. The granting of what can be lucrative incentives can be
seen, as the proverbial ph rase goes, "giving away the store ." However, provid-

ing infrastructure for a new com pany can make more sense
than giving away land and ta x relief. If the company leaves in a
few years, the city is left w ith virtuall y nothing. Infrastructure,
how ever, remains in place and is an avai lable asset for another
economic development endeavor.
Most cities employ some incentives, but the degree to
which communities aggressively use incentive programs may te ll
a great deal about their assets in the economic development
w ars. According to Gordon, " many economic development
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professionals feel that ince ntive
agreements have a place only
for either exceptional prospect
situations or for areas w hich
are at such extraordinary disadvantage that no other strategy
can be effective in attracting
employers. "8 Cities are on a
slippery slope when t hey offer
incentive packages . Once offered, precedents are set It's
hard to retreat. "This is a very
treacherous practice; once
begun, it becomes extremely
difficult to agree to abatements
or outright grants in some situations but not in others. "9
Some cities have taken
important cautionary measures. They have established
clawback agreements, contractual agreements that provide
that if companies w ho benefit
from their incentive programs
do not perform as promised ,
the companies wi ll be required
to pay a penalty or even, in
some cities, pay back the
amount of the incentive package. Enforcement is key in such
arrangements. Pueblo has successfully utilized clawback provisions for a number of years.
"Such performance-based incentive agreements contractually protect communities with
agreed-upon reactions if forecasted job creation or investment goals are not met This
requires communities to treat

128 urban west

these agreemen ts as they would any other contract. "10 Elected off icials walk a
very thin line between offering a very liberal incent ive package to an attract ive company w hi le also plan ning to have that company genera te addi t ional
revenues to support city services. Res idential properties typica lly do not pay
f or the services they consume; comme rcial proper tie s pay more th an their fa ir
share, wh ich explai ns a
Economic Development Incentives
city' s commitment to
economic growth
Incentive
We have numerous exa m ples from the
Tax Abatements
Urban West citie s of
Tax Credits
how these ind ivid ua l inTax Increment Financing
centives have worked.
At left is a listing of
Local Enterprise Zones
economic development
Federal/State Enterprise Zones
incentives taken fro m
Special Assessment Districts
t he 2009 Internatio nal
City/Cou nty ManageFree Land or Write Downs
ment Associatio n su rInfrastructure Improvements
vey of wes tern cities. II
Subsidized Buildings
Three of the Urban
West
focus citi es
Low Cost Loans
(Reno, Taco ma, Tempe)
Grants
resp onded to the surZoning/Permit Assistance
•
•
•
vey ab out w hich incenSource Int '~tlcnaI OtyI C rty Manasemem ASSOC'BI
t ives they use . It is
imp orta nt to note that there may be state-leve l restricti ons on the types of
economic development incentives available to cit ies. For exa m ple, Idaho cities
were not permitted to uti lize t ax increment financing unt il the sta te leg islature au thorized its use in 1988.
In trying to attract new businesses, ci ties attempt to develop a favorable
business climate . They do not want to be viewed as being hostile to business
and preclude th e possib ility of experiencing further growth . They wa nt to
project an attitude that is ge nui nely refle ct ive of th e entire com munity-that
growth is welcome and businesses wi ll not be frustrated by city development
and regulatory po licies in thei r efforts to grow According to a recen t NLC
publi cation, "(f)or busi ness leade rs, t ime is money; they wa nt to know that
the regulatory process provid es ti mely, reliable and transparent re solu tion of
key issues."12 The publ ication goes o n to cau t ion th at a city shou ld not "throw
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the good out with the bad . Not all development is good development" And
that it is important to "safeguard against detrimental proJects "1 3
City marketing strategies are often coordinated w ith the state economic
development efforts In this undertaking, cities can be far more specific and
targeted in their
efforts than can
the state. As
noted by Bowman , "all economic
development is
local."14 Given
the relationship
of the cities to
the state, state
law provides the
frame\A/ork for
whatever economic development policy a
city generates.
This is especially
true in the kind
of incentive packages a city might
offer to a new
business . Tax
rates and types
of ta xes in a commun ity are important for economic development
purposes. The tax relief offered can typically only be accomplished if
state law allow s the city to offer such an incentive. Property tax
breaks, for example, are typically set forth in state law. So are other
incentives such as tax increment financing or industrial revenue
bonds. These are not mechanisms that are established by cities, but
by state initiative or by state constitution . State enterprise zones are
another example of state initiative incentives that might w ork at the
local level.
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• fconomic Develo~lment Or~aniZali[lns
Economic development organizations take on a variety of structura l and
organizational arrangements. The relationship between the private and public
sector varies considerably, as does the prevailing view in the community as to
the legitimate role of government in marketing the community and doing
economic development deal s.
In some cities, the economic
development function ha s been
formalized into a municipa l office
or department. In other cities, the
economic development organization is a nonprofit agency that
mayor may not have significant
local governmental funding . In a
2009 ICMA study of western local
governments, 74 percent of respondents indicated that the local
government had primary responsibility for economic development,
while 15 percent of respondents
indicated that a nonprofit development corporation had primary responsibi lity for economic development. 1S Four of the Urban West
focus cities participated in the 2009 study. Resu lts w ere avai labl e from three
of those cities. Tempe reported that the local government has primary responsibility for economic development; Reno reported that they use a nonprofit organization for economic development; and Tacoma reported sharing
responsibility for economic development between a nonprofit and a city, community, and economic development agency.
Economic development activities can be an integral part of the city's
budget. The average amount spent by western respondents to the 2009
ICMA study was $1,813,205 . The average percentage of that figure that
came from local government revenue sources was 90 percent. Spending on
economic development in the four Urban West focus cities that participated
in the 2009 survey ranged from $75,000 in Reno to $6 million in Tacoma .
Reno and Tempe reported that 100 percen t of their economic development
funding came from local government sources. Modesto reported that 50 percent of its economic development funding came from local government
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sources and Tacoma reported 70 percent from local governme nt sources.
Urban West focus cities employ a va riety of local government revenue sources
to fund th eir econom ic development efforts. Tempe relies solely on general
fu nd revenues, but Tacoma utilizes nearly all the listed revenue sources (except tax increment financing and the hotel/motel tax)
While some of this va riation in funding mechanism is related to local
government choices and economic reality, many local governments find their
choices constrained by state constitutions and legislators. Dedication of a
local sa les tax toward economic development often is possible only if the
state authorizes the creation of a local option tax f or that purpose (followed,
of course, by the approval of the citizens of the local gove rnment proposing
the tax). As described in Chapter 2, not all of the western states included in
this study allow cities the option of creating local sales or gas or hotel/motel
taxes. In those cases, the t oo ls used for cities' economic development are determined at the state level .
Many configurations of economic development organizations are used
and some involve a mix of several types of public and private organizations
independent public agencies ; private non-profit agencies; and private forprofit organizations. '6 The challenge of these organizations is to develop a
spirit of cooperation-a sense of unity. They need to convey to the outside
w orld a sense of common purpose. Projecting thei r image underscores the
importance of pUblic-private partnerships. Government is seen as playing a
key supporting role . According to a Colorado economic development corporation executive, government's role is seen as making an area responsi ve to
business needs. "You're creating a product. Government isn't necessarily the
best salesman; but it has responsibility fo r the ta x structure, the economic environment, and providing educational and training resources."17
Of the 10 focus cities, Pueblo's unified economic deve lopment effo rt
stands out in marked contrast to the proliferation that is experienced in many
Urban West cities . Pueblo has a pUblic-private pa rtnership that has worked .
(See the Pueblo ca se study in Chapter 7 that detai ls the city's success and the
extraordinary efforts of its economic development organization-PEDCo .)

• Hfectiveness of hOllomic Oevelo~ment Hforts
The long-term effectiven ess of economic development campaigns and
of economic development organizations is the subject of considerable controversy. It is hard to dispute the early effectiveness of the Pueblo Eco nomic Developme nt Corporation's (P EDCo ) effort in turning the city's economy around.
Losing 17,000 jobs during a lS-year period with a 1982 unemploym ent rate
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at 19 percent, according to a PEDCo official, "(w)e had our backs against the
wall."l s In order to accomplish a major turnaround, the community has undertaken an extraordinary effort. Former PEDCo Chairman Harold Mabie cited
three major reasons for Pueblo's revitalization (1) free land-this was offered
to companies that would locate at the spacious Pueblo industrial park; (2) employee training-the president of the Pueblo
community college would
customize training programs for any new firm
with the support of state
grants; (3) "one-stop shopping"-through PEDCo the
permit granting process
was streamlined. PEDCo officials point with pride to
the experience of two different Target warehousesthe Pueblo warehouse was
in operation before the
warehouse in California
could get all of its permits.1 9
Some say that aggressive economic programs
and incentives typically are misplaced and that their approach is fundamentally flawed zo Paul Peterson notes the widespread support for economic development policies even though he asserts that much of what affects these
cities, such as the welfare of the larger economy and the ultimate movements
of labor and capital, are beyond their control. Zl Scholars have noted that cities
tenaciously pursue economic development, especially tax-reducing inducements to attract business, even though studies have shown that tax incentives typically are not the major factor in business location decisions 22 M P.
Smith, R.L. Ready, and Dennis R. Judd contend that state and local politicians
are, "Ioathe to criticize the argument that tax incentives are beneficial, or to
question the effectiveness of the other instruments that attempt to promote
economic development for fear that the first to say "no" will be excluded
from whatever growth does take place in the national economy."Z3

How critical are some of these incentives to the decision-making
process 7 Are they high on the list of considerations for companies looking to
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relocate) Or are they unnecessary add-ons that have no real impact, except
to drain the community of resources that could be more wisely and efficiently
utilized elsewhere? Judd and Kantor note that one result of economic development strategies is that, "Public poverty increasingly exists side by side with
private plenty Corporate towers, waterfront recreational development, enclosed shopping malls, lu xu ry hotels, stadiums, and new convention
centers have sprung up in cities all across America w hi le cities
struggle to balance budgets, maintain infrastructure, and provide
Salt Lake City creatively used
services. "24
the 2002 Winter Olympics to
One needs to be cautious about making generalizations
underwrite urban renewal.
about the success of these organizations and, in many cases, it
Opposite: Rice-Eccles Stadium
may be too early to evaluate. Who knows) A judgment made
about an economic development program may need the benefit of
at the University of Utah. exseveral years' experience before its true effectiveness can be measpanded with an $8 million dolured. According to Bowman, "Measuring success in economic delar grant from the Salt Lake
ve lopment is not easy. There is confusion as to just what success is .
City Olympic Committee.
For example, some cities point with pride at a revitalized central
business district and claim successful economic development.
Other cities count up the number of new firms and declare victory in the economic development wars. Others talk about renewed community spirit as a
sign that economic develop ment has been successful. One way out of this
measurement quagmire is to link success to the achievement of goals ."2s
Looking at the Urban West focus cities, it is clear that there are some
things these cities have done in the way of economic development activity
that would be helpful to them whether or not they attracted any new businesses into the community. For example, the strategic planning process that
many of them undertake gives them a good understanding of their strengths
and weaknesses as a community.
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