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INTRODUCTION

Citles use a variety of direct and
indirect public subsidies to encour-
age economic development activi-
ties. Public subsidies are provided to
the. ptivate sector with the under-

- standing and anticipation that the

development activities will result in
future benefits. The exact analysis

petformed by municipalities to eval-
uate community impacts is illusive.
The factors involved in the decision
making and analysis of project out-
comes encompasses a multitude of
assumptions regarding community

impacts, citizen and political consid-

erations,
schemes. _
Beauregard (1993) insightfully

and project delivery

noted that the inherent sensibility, -

pragmatism, and optimism of eco-
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nomic development practices over-
whelms intensive questioning, and
anyone who dquestions economic
development is seen as an opponent
of progress: Indeed, the polemics
surrounding economic development
activities generally avoids any kind
of critical assessment.” Eisinger

(1988) noted the emergence of an

intense preoccupation with econom-

ic development and that it has been '

matked by a level of consensus and
expectation unusual in American
politics. Because "economic devel-
opment" is predominantly viewed as
sacrosanct, little pressure for project
and decision making accountability

_surfaces.

Haltry, Fall, Singer, and Lmer

- (1989) found that the need to moni-

tor the quality and outcomes of eco-
nomic development programs has
been apparent for many -years.
Economic development programs,
and the benefits they aspire to bring

~ about, are subject to public and '
_ political criticism. Indeed, economic

development agencies face vast diffi-
culties in developing assessment out-
come measures for the complex eco-

nomic settings in which they work. -
~ Accordingly, municipal economic

development program administra-
tion practices and program out-
comes must be examined and
teviewed so that economic develop-

“ ment activities can be directed to the

most approptiate and valuable out-
comes to the community.

Previous research (Clingermay
& Feiock 1995; Elkins 1995; Goetz

1990; Levy 1990; Reese 1997) that

stjudied~ the relationship between

public subsidies and- community
benefits detrived from economic
development, has found that the
more valuable public/private eco-
nomic development telationship for
the community is one that is under--
taken by the local unit of govern- .
ment on the most inforhed lével.
Economic development administra-
tors planners, citizens, business
owners and managers, and politi-
cians, use a vatety of methods to-
evaluate and understand the impacts
associated with economic develop-
ment activities: According to.
Burchell and Listoken (1978), fiscal
impact or cost tevenue analysis, and
cost effectiveness analysis are com-
mon approaches to understanding
the impacts of projects. The meth-
ods used to evaluate impacts cani be

. expanded to include, according to - -

Schofield (1987), techniques such as
the Planning Balance Sheet or Goals
Achievement Mattix analysis mod-
els. Matrix display models. such as

‘these can address' multiple forms

(economic and non-economic) of
impacts and these techniques have
the ability to disaggregate the multi-
ple inputs and outputs of complex
development projects.

Economic development. pro—f
jects can be evaluated from a variety

of perspectives as to how the project

will impact the community by creat-
ing employment, generating addi-
tional tax fevenue, and a multitude -
of other effects, depending on the -
project and the community: The
analyses undertaken by economic
development officials to evaluate

‘development impacts also include




the generic concepts of cost benefit
analysis, risk assessment, decision

analysis, fiscal impact analysis, and

environmental assessment.

RESEARCH APPROACH

The research in’ this article is
" based on a mnational survey of
municipal economic development
officials regarding their views on and
practices in municipal economic
development. Sutveys wete sent to a
random sampling of economic
development administrators in 1500
of the 2600 US. cities with popula-
tions between 10,000 and 300,000.
The sutvey had a tresponse rate

slightly over 27 percent. The eco- .

nomic development administrators
completing the sutrvey were identi-
_ fied through the National League of
Cities as having management
responsibility for the economic
development activities in their
respective  communities.
tespondents to the survey fell into
the following general categories:
economic and community develop-

ment managers, elected ofﬁqials,‘

planning and zoning officials and
individuals managing public devel-
opment cotporations.

Based on population, the distri-
bution of cities responding to the
survey differed in composition from

- the actual distribution of US. cities.
There was a lower response to the
survey from cities with populations
over 200,000 and from cities with
populations between 10,000 and

24,999. There Wa?é a greater response

to the survey than the true percent-
age of cities from all other city pop-
ulation categories. This difference is
shown in Table 1.

The

FINDINGS

The administrative setting

~ where mi.micipal economic develop-

ment activities were based was con-

sidered in the sutrvey. An economic.
development agency’s organizational’

setting can provide insight into orga-
nizational decision making. For
example, if an economic develop-
ment agency were housed in a plan~
ning and zoning department, we

could infer based on research con-.

ducted by Levy (1990) that the day

to day staff motivations are highly

structured and quantitative in nature.

- Additionally, we also could infer that

projects under their consideration
would involve goals consistent with
comprehensive land use plans. The
approach to economic development

by planners has been described as.

the "tational model." Economic
development program administra-
tors working under the "rational
model" would tend to be highly
focused on data collection and orga-
nizational process related issues.

If an economic -development
department is independent of other
municipal departments, the undetly-

_ing motivation towards projects and

the reward structure would be based
less on the defined rational goals of
a rational planning model and more
on a -definition of success deter-
mined by the number of sites pro-
moted and developers contacted.
Accordingly, independent economic

development departments can be
petceived as mote sales oriented in-
nature.” One article (Rubin 1988)
about economic development prac-

titioners describes this mindset
well—the article is entitled: Shoor
Anything that Flies; Claim Anything that
Falls:  Conversations with Economic
Development Practitioners. '
Economic development activi-

" ties have also taken on an increased

importance in terms of the contri-
bution they make to community
planning activities. Eisinger (1988)
noted the "virtually universal institu-

" tionalization of the economic devel-

opment function accompanied by a
proliferation of policy tools: and

‘rapid intensification of - their use."

Indeed, a critical question regarding
the effectiveness of a municipal eco-
nomic development program in patt
rests with the otganizational tela- -

‘tionships that it has. with othet
. administrative units of government.

The coordination of program intet-
relationships with other government |
(and ' non-government) functions
contributes to the ability of an eco-
nomic development agency to setve
broader community goals.

~ The following composition of
organizational settings for economic
development departments = wete’
found:
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Over 73 percent of the eco-
nomic  development  officials
responding to the survey desctibed
their community as having proactive
economic development policies and
only 26.5 percent of the respon-
dents felt that their community’s.
economic development policies
were reactive in nature.

Sutvey respondents were asked
to rank general industry groups by
the degree of importance to their
respective community’s economic:
base. Retail was the leading industry
group with almost 84 percent of
economic development officials
reporting that the retail industry was
critically important ot vety impot-
tant to theireconomic base. Almost
82 percent of the sutvey respon-
dents identified the service industry
as ctitically or very impottant. to
their economic base. Surprisingly,

‘manufacturing (the industry group

with the highest income multipliers
for a community) was ranked third
with only 73 petcent of economic
development administrators indicat-
ing that manufacturing was critically
ot vety itnportant to their communi-
ty’s economic base. Goveriment/

institutional industries were ranked .

by 58 percent, office by 54 petcent

* recreation/toutism by 49 percent of

survey respondents as critically or

_very important to the community’s

economic base. Table III summa-
rizes these findings.

Municipal level economic devel-
opment officials rated the following
community advantages as very
important in attracting new busi- -
nesses and retaining existing busi-
nesses. Table IV identifies the rank-
ing of community benefits to the
economic development officials sur-
veyed.

Economic development officials
tended to value community advan-
tages that are generally qualitative and
abstract in nature. The community
advantages rated as important by
economic development officials are




difficult to quantify especially in the

sense of comparing one community
with another. Highly rated commu-
nity advantages like quality of life,
quality ‘workforce, work ethic and
good schools are hard to measure.
Community advantages that are val-
ued from the private sector perspec-
tive have a substantially different
composition. Indeed, community
advantages to the corporate site
.selection decision maker include
such vatiables (Conway 1994) as
proximity to customers, highway
access, pro-business public officials
and the presence of teasonable real
estate costs, utility rates, wage rates,
cost of living and business taxes.

How ARE WE MEASURE THE
CosTs AND BENEFITS

Economic development admin-

istrators were asked how frequently -
they used cost benefit and impact

analysis techniques to evaluate pro-
jects. When asked the degree to
which. theit respective agency or
" department petformed a cost bene-
fit or impact analysis study on pro-

jects, the following levels of use -

were reported.
Surprisingly, about 30 percent of
' the economic development program
administrators did not use or rarely
used any type of cost benefit or

impact analysis studies to measure.

and evaluate projects.. With the
above breakdown in mind, it is
insightful to consider the tools and
methods employed by the two-thirds
of ‘economic development adminis-
trators who did use some type of
cost benefit or impact analysis study
to evaluate projects.

Survey respondents were asked
to rank seventeen types of analytical
tools and methods that could be
used to evaluate project impacts.
Slightly over 50 percent of the eco-
nomic development administrators
cited their own experience as the

most frequently used tool and/or
method used to evaluate community
impacts. Table VI shows the range
of tools and methods used to evalu-
ate project impacts. Note that the
degtree to which economic develop-
ment administrators used the tools
and methods declines from the
moderate use of a few key measures

to the infrequent use of several .

methods of evaluating and under-
standing project impacts.

Whete the concept of econom-
ic development is generally accept-
able, there is no shottage of critics

- of economic development program

administrators. This is abundantly

true when the costs and benefits of
project decision making come into -
question. Reese noted (1997) that
the "methodologies for assessing
economic development goal attain-
ment ot outcomes ate so problemat-
ic that although program‘maﬁcA
efforts are well examined, their
impact and effectiveness remain -
unclear." '
Other researchers such as Clark
and Gaile (1992) maintain that for
many economic development pro-
gram administrators project comple-
ton is in itself a tangible success
measure and -that . attempting to
assess economic development
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strategies is a "quagmire of good
intentions
Concern for economic development
program/impact analysis is accom-

' panied by the challenges of public

budget tightening, fiscal accountabil-

ity, increased public economic devel-

opment expectations and an
increased focus on investment in
human capital has, according to

. Giloth (1992) posed a serious chal-
lenges to the economic development

community.
Indeed, as economic develop-
ment issues become more complex

~and move away from the simple.’

answers contained in the "brick and
mortar" and "employment only"
solutions, economic development

program administtators will have to

develop mote tefined and insightful -

techniques with which to uniderstand
their community development needs
and envitonment. Bartik' (1994)
identified an evaluation continuum
for economic development pro-
grams which is comprised of six
stages with the knowledge of each
stage building on the preceding
stages. The stages of economic
development program evaluation
move through (2) daily economic
development task monitoting, (b)
assessing program activities, (c) enu-
merating outcomes, (d) measutring
effectiveness, (e) géva'luating. costs
and benefits, and (f) assessing the
community impacts of economic
development program activities.

As patt of my research, eco-

nomic development administrators

wete asked to rate the importance of

common impacts associated with

economic development projects. As
patt of this rating, the survey soughit
_information on the degree of

importance the economic develop-
ment program administrators felt
that their respective municipality or
agency placed on collecting and ana-
lyzing cost impact data related to
economic development projects.
Table VII summarizes the project

and bad measures.".

costs and impacts by the percentage
ratings of very important and some-
what important development costs
and impacts. '

CONCLUSIONS

This research has provided a
brief snapshop of economic devel-
opment impact analysis practices
used in U.S. municipalities. Previous
research in economic development
practices by several researchers
(Bartik 1991; Eisinger 1988; Flota,
Flora and Wade 1993; Reese 1997;
Wolman 1988) have evaluated the
multiple impacts of state and local
economic development policies

using factors other than employ-

ment and inhcome created from eco-
nomic development. Clearly, thete is
no doubt that for the most part, job
creation and income are the most
ctitical factors used in defining the
success of local economic develop-
ment efforts. If local economic

development administrators fail to.

develop projects that create jobs and
other associated benefits, their local
economic development programs,
they would not be viewed as suc-
cessful. )

But there is more at stake here’

for the economic development com-

munity than jobs and income cre-
ation. Surely we want to achieve
meaningful goals with out economic
development activities but in a larg-
er sense the practice of economic
development needs to set standards
for the establishment of meaningful
measurement practices that are
applied on a regular basis. Reese
(1997) noted that the literatute on
why certain ‘cities engage in certain
types of economic development
techniques tends to be fragmented,
contradictoty, and focused only on a -

 few independent variables at-a time.

Other reseatchers, such as Goetz
(1990), have stated that the analysis
of economic development policies
has largely been concentrated on ini-
tiatives undertaken by the public sec-
tor to inctease private sector. invest-
ment. I would argue that few meth-
ods of economic development pro-
ject analysis measutres are being
applied in a meaningful way on a
regular basis by U.S. municipalities.-
In the long run for economic
development programs to be effec-
tive in makmg real contributions to
their communities, program out-
comes must be clearly measurable as
showing both material contributions
in employment and economic bene-
fits-as well as demonstrating social
and political advantages to their
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constituencies. The findings of . my
research show a major shortcoming
in what economic development pro-
grams are doing in measuring pro-
ject impacts in relation to hard quan-
tifiable employment outcomes, com-
munity economic measures and the
data collection on citizen views
about project benefits. More fre-
quent use of -measurable outcomes

. by economic development program
" administrators will create a more

insightful perspective regarding pro-
ject benefits and ultimately provide
btoader community suppott for eco-
nomic development activities and
practitioners. o
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