
Chapter 1: Introduction 

Methodology

This year’s study, Economic Development: Models for Success, was a significant departure from previous studies.
  For twenty years the Onondaga Citizens League (OCL) has annually explored a major regional issue through a series of panel discussions that featured local experts and community leaders. For the first time, this year’s study featured speakers from outside Onondaga County. The study advisory committee selected the speakers from communities known for success of their economic development efforts. These five other communities: Saratoga, Milwaukee, Indianapolis, Silicon Valley, and Baltimore, had much to teach us about our own area. The individual speakers were also chosen for their specific expertise in areas such as privatization of public services, urban revitalization, and development of diverse constituencies as part of effective economic development. 

The study balanced these “outsider” views with reports from two major economic development efforts within Onondaga County: the Metropolitan Development Agency (MDA), and the Economic Growth Council. Additionally, the Community Leadership Conference at Minnowbrook offered members of Thursday Morning Roundtable (TMR), OCL, and other community leaders a chance to hear a summary of the major findings of the study. The conference was attended by a broad spectrum of community leaders and began with the videotaped commentary of more than a dozen area business leaders on the state of local economic conditions, public sector leadership, and obstacles to growth. Organizers concluded the conference with a visioning session to identify areas where the assembled individuals, and the groups they represent, will focus their efforts to improve our region’s capacity to compete for jobs and economic growth. 

In another departure, this year’s study was conducted on two tracks that brought together the Onondaga Citizens League with the University’s Thursday Morning Roundtable. The first track featured presentations to the TMR assembly by each of the speakers. The second track was, in the tradition of OCL, a series of panel discussions that included the featured speaker and a group of local experts. 

Report Structure

The structure of an OCL report is as much art as science. Each annual study collects information based on the knowledge and experience of multiple experts and provides counterpoint perspective from active citizens and community leaders. The views of the speakers and panelists, and the specific information they provide during their presentations, is the primary substance of the report. The findings and recommendations of the report are derived from these presentations and the expressed views of the study panelists, then developed and refined by the study advisory committee, and finally reviewed and approved by the OCL board.

As part of this first chapter we include a synopsis of each session
 and a short description of the common best practices of economic development to serve as a background for the reader. In Chapter 2 we note points of argument and areas of potential misunderstanding that influence discussion of the issues. We summarize in Chapter 3 with guiding principles and conclude in Chapter 4 with specific recommendations for action. 

A final draft of this report will be sent to local leaders for review. Their insights on the implications of our recommendations will be collected and made available through the OCL office
.

Overview

This study gave OCL the opportunity to compare local economic development efforts with those of other communities. Locally, we are already doing many of the things other, more successful, communities are doing. But while no two of the communities we studied have like-structured economic development efforts, they have in common a clarity of purpose and well-structured system of responsibility that we seem to lack. We have a number of economic development entities and initiatives that are often redundant and strapped for the resources and community support required to make them successful. The overlap of economic development groups also makes it difficult to assess the success or failure of any one initiative or entity, to understand the reasons for this success or failure, or to effectively direct recommendations for change. 

Reflecting the view from successful communities, there is a need for a collaborative approach that develops a congruence of goals among multiple and diverse constituencies and directs economic development toward purposeful action with systematic accountability. The Economic Growth Council is an example of collaborative effort, but it is clear that there is much more to be done to develop a stakeholder-oriented focus with a broader vision. This includes expanding our definition of “stakeholder” to be more inclusive, integrating the interests of these stakeholders into our efforts and providing opportunities for their participation in both decision making and benefit sharing; improving the quality of service to customers; and creating benchmarks and measurement systems to track and guide our efforts. 

Stakeholders include the city, county, and state government; the Economic Growth Council, MDA, and other economic development entities; primary, secondary, and higher education as well as training and retraining efforts; neighborhood, planning, and environmental groups; organized labor; and the non-profits. We specifically need to include the interests of those who have not benefited from the growing economy, the urban and rural poor and those whose skills have become outdated. We will enhance our ability to emerge as a vibrant community in the next decade by familiarizing all our diverse stakeholder groups with the each other’s needs, by recognizing the impact of our decisions on each group, and by creating a shared identity and sense of promise.  To do this will  require a forthright assessment of how we currently make decisions and who needs to be included in these decisions in the future, and an investment in the process of creating inclusion so that this inclusion enhances our current efforts—not derails them.

The Study Sessions

The seven study sessions were conducted from mid-March to mid-June. A summary of the TMR presentation by each featured speaker is included in this section. The details, and many additional interesting questions, have been included for the dedicated reader in Appendix 1.

MARCH 11 
Irwin Davis, Executive Vice President of the Metropolitan Development Association (MDA) of Syracuse and Central New York. 

The MDA was created 40 years ago by the business community for the sole purpose of economic development. It represents a limited membership of 60 CEOs from the region and works cooperatively with government and others on economic development activity. Davis provided an update on the status of the 2010 plan and the regional economy. 

The 2010 plan was developed by the Stanford Research Institute (SRI), a nationally recognized consulting firm, to develop a regional economic development strategy. The plan outlines our current conditions and a strategy for moving forward. 

Recent activity reported by the MDA in the area of business retention and expansion: 

· Five local major employers have made $50 million in new investment and created 650 new jobs. 

· Electronics Park has been redeveloped with the help of the state.

· The Hancock Airbase is now designated as a state Economic Development Zone (EDZ). 

· Crouse Hospital and Community General have formed a major new business alliance. 

In the area of business attraction and high tech:

· An Entrepreneurial Development Fund has been established to nurture high tech business. 

· A New Venture Fund is in development to provide seed money from local investors to initiate projects that can subsequently attract additional venture capital from other parts of the country. 

· A high tech incubator has been started that will be run by one the first major tenants of the incubator. 

In the area of new / expanding markets:

· A committee on tourism has been initiated.

· Leaders of our globally-competitive environmental and electric technology fields are collaborating to advance our market position in the areas of municipal water, waste water, and hazardous waste; indoor air quality; sensors and information technology; and power and energy.  

Davis expressed confidence in the local economy and provided statistics to demonstrate improvement. He identified our need for a workplace-ready labor force as the number-one challenge we face.

APRIL 8 
Ken Green, President, Saratoga Economic Development Corp. (SEDC), Saratoga, NY  
Green described himself as a “minister for jobs” and advised, “talk economic development, think it, live it, and it will happen. Leads and business growth just happen in everyday life and if attention is brought to it, if the intent to grow is there, then growth will happen.”

Since 1978, the economy of Saratoga has developed from a one-month, boom cycle economy with intense activity in the August racing season and high unemployment the rest of the year, to a year-round economy that is diverse and vibrant with a level tax base and low unemployment.

The SEDC is organized as a public / private partnership under contract to the city with a $500,000 operating budget and five full- and two part-time staff people. The contract is renewed annually, which, Green noted, keeps the staff focused. The private sector contracts for SEDC services, supported with a dollar for dollar match from the city. 

The SEDC divides responsibilities with the local Chamber of Commerce. The Chamber is responsible for convention and tourism, downtown and small-retail development; while the SEDC is responsible for large-scale industrial, manufacturing, and technology development. The SEDC also partners with local towns to develop long-term plans in a participatory planning process. 

In Saratoga they have concentrated on business retention by offering financing to existing large and small business, and business attraction by providing location opportunities that are “shovel ready.” 

To attract new business, a community needs to have a professional team and the ability to bring all the necessary players together for each part of the site-selection process. When a business considers options for expansion or relocation, they often settle on three or four states and ask for information from government and the major utilities. Subsequently, a series of site visits are conducted to measure the physical details, community quality of life, and labor capacity. At each visit it’s possible to “fall off the table” so it’s essential that the right team is assembled and prepared at each stage. To create a world-class proposal can mean having the generic environmental impact statement already done, current information from all the players (utilities etc.) and enough space to open up immediately. 

In closing Green advised that it is essential to recognize local assets, collaborate regionally and prepare to compete globally. 

APRIL 22 
Darlene D. Kerr, Executive Vice President and Chief Operating Officer, Energy Delivery, Niagara Mohawk Power Corp., Syracuse NY; Chair, Economic Growth Council 
Also on speaking at this session was David Cordeau, President of the Greater Syracuse Chamber of Commerce; Vito Sciscioli, City of Syracuse Commissioner of Economic and Community Development; Joe Russo and Connie Maute, Chamber of Commerce; and Frank Lazarski from the Private Industry Council (PIC). 
Kerr noted that Syracuse has seen a recent reversal of the pattern of job loss. Expansion Management Magazine named Syracuse one of the 50 hottest cities in America for job expansion and relocation, the only city in New York State to receive that recognition and one of only two in the entire Northeast. She outlined the ingredients to this success:

· First, the business climate changes enacted by the Pataki administration and the legislature have arrested business flight from the state and encouraged new investment.

· Second, our local companies are not only survivors, they are toughened, capable competitors growing their own success stories. 

· Third, the Chamber created the Economic Growth Council in partnership with County Executive Nick Pirro to raise the standards and effectiveness of this area’s economic development activity. The success of its efforts is well documented. 

· Fourth, our return to the national marketplace as a competitive, creative community has brought us jobs—and attention. 

Our community’s ad hoc system of economic development organizations was formalized two years ago into an economic development team, the Economic Growth Council that brings together all the economic development organizations to work toward common goals. 

The structure of the council includes a steering committee of business leaders, a twenty-five member council comprised of stakeholder organizations, and working partners who conduct day-to-day economic development activities. The council established five critical components for success:

· An intranet for tracking and sharing prospects. Members have passwords that allow them to review the status of each prospect.

· Marketing materials, including a CD, that has all the information a site consultant or corporate real estate manager would need to consider Syracuse. 

· A full-time sales person, employed in partnership by the Chamber and the County, to lead and coordinate efforts.

· Active “on the road” interaction with the marketplace. 

· A strategic sales plan with five priorities:

Site Consulting. Site consultants now make decisions for companies that were once made in-house. Monthly visits to site consultants in targeted communities is the number-one priority of the plan. 

Emerging trends. To be prepared when trends lead to jobs requires advance activity. The council subscribes to trend newsletters and brings in trend consultants to look for trends that really make sense for this community. 

Sector Marketing.  This is about understanding your niche strengthens and building on them. It presupposes there will be growth and attempts to direct growth our way. The MDA's Vision 2010 has a large dose of sector marketing. The Growth Council supports these efforts but will not be doing any sector marketing of its own. 

Geographic Advantage. By capitalizing on advantages based on our location we can bring in new business. We can now demonstrate cost advantages over New York City, especially for back offices and support systems; and labor advantages over Boston.

Government. The government is growing—one in seven new jobs in America is a government job. It’s a growing segment that provides good-paying jobs with benefits, and they tend to be lasting. We have not been aggressive enough with our elected officials to get these jobs placed here. 

FINANCING. Successful communities must also be able to provide financing—there’s no such thing as a simple deal. Financing of businesses, especially high-tech business and those involved in international trade, requires complex problem solving that traditional lenders are not always equipped to handle. It needs a collaborative approach bringing together the SBA, Chamber, local lenders, and city and county programs. Information is essential, and ease of access is equally important. 

LABOR. The other essential component in the equation is labor, and there are three points to remember about workforce development:

1. We need to collaborate to recruit, train, and prepare for new opportunities. 

2. We are being forced by market pressures to put our resources in one area, to streamline and provide universal access to training and to provide accountability in the form of real jobs.

3. We need to think regionally. The Central New York Regional Compact is working to provide a better system and expand our labor pool. It is both an attempt to consolidate efforts and expand our definition of “local.”

APRIL 29 
David Riemer, Chief of Staff, Office of the Mayor, Milwaukee, WI
Like many cities in the northeast, Milwaukee suffered in the 1970’s from declines in population and property values coupled with high unemployment rates. Today, through initiatives like the Milwaukee Employer Accord, an agreement between government and large, private-sector businesses to ensure the hiring of minorities and women so that they are not left out of Milwaukee’s economic recovery, the city has a stable and rising population, increased property values in even the poorest city neighborhoods, and unemployment below the national average. 

Reimer noted several philosophical premises that underlie his prescriptions. 

· Accept local realities and understand that differences are not the same as weaknesses. Weaknesses are realities that can change—things like taxes, polluted water, and racial tensions. Realities are those things that define a community’s physical and spiritual character. Reimer recommends that communities measure important indicators to track realities, from things like broad economic numbers and labor statistics to details about school achievement and what skills are need to fill current job openings. Milwaukee conducts a survey through the university every six months to answer these questions so they can see the big picture. 

· To make a city better, you need to love cities. You have to believe that cities are wonderful things and see that you have to have large numbers of people getting together to have bowling or ballet, a symphony—or a Citizens League. 

· Pinpoint three to five things government can do in its relationship with the market so that government is adding value to the economy without getting in the way—a tricky balance. Most cities fail because they fail to strike the right balance in one of two directions: they either have too much government regulation that suppresses the market or drives the market out; or the government does too little so the vital role it has to play vis-à-vis the market, to improve its productivity and effectiveness, doesn’t happen. He outlined five things that formed the foundation of what he prescribes: 

1.
Urban policy needs to cause cities to concentrate. Cities undid themselves in the’60s by loosening the core of concentration that was their strength. The single greatest thing we can do to invigorate the city is to physically bring the city back together. 

2.
Reject the notion that your only choice is to cut services or raise taxes. It is possible to have improved service at a better price. Government has to be as productive as the private sector. You need clear outcome measures. If you want to reduce crime, you need to measure crime and set goals for improvement. After goals are set you need to assign achievement of the goals to a person. And if they don’t do it, find someone else who can. 

3.
Completely redefine the meaning of public education and determine who the “public” is in public education. There is a public interest in leveling-up the quality of education. Schools need to meet public standards and produce acceptable outcomes. 

4.
To make a city thrive, its markets must thrive. Let the market drive consumption, rather than have management by central planners. Undo policies that wreck the market, like massive subsidies for transportation or housing, rather than letting people pay for what they use. Lower taxes and end subsidies. Government’s role should be to avoid exernalities that keep it from its core function, while concentrating on things like protecting the environment and workers in the workplace. Knowing there is always a risk of over regulation, government needs to set the general rules but allow markets to function. Government shouldn’t be in the business of allocating resources. People, with their own money, should decide what they want. End the massive over-subsidy of massive multi-lane highways. User fees, in the form of a gas tax, should pay for highways. The massive subsidy for upper-income housing through the mortgage interest deduction and property tax deduction rewards people for buying a house they couldn’t otherwise afford to buy. Policies that distort the market and overtax the urban population should be ended.

5.
End the welfare system and move to a work-based system. In Milwaukee they have gone from 50, 000 recipients down to 8, 000 and those 8, 000 are almost all working in community service jobs. To support this change there has been an expansion in both child and health care. 

The government adds value when it addresses general problems rather than subsidizing for individual firms. Government shouldn’t be in the game of picking winners and losers. It does better when it helps all successful firms remain successful. It is one thing to promote or encourage but quite another thing to provide incentives that come from taxes—someone has to pay for the preferential treatment. Government is better at focusing on general things that add value such as public safety, fire safety, education—the traditional and simple things government must do well. While it is politically difficult to stop lending to business altogether, it is prudent to practice “dumb lending, ” or deficit lending to businesses that already have lending from another source. As a rule of thumb, don’t lend to people banks won’t lend to. 

Like New York, Wisconsin is also a high-tax, state but it has been successful in attracting growth. Milwaukee reduced taxes as part of a reorganization of government, not a quick fix to attract business. Business wants a good quality of life, good education, a good commute, places to play, and tax stability rather than unpredictably quirky drops and rises. It is not wise to be tax-obsessed. Corporate decision making is far more complex than that.  

The reasons why people choose to live, or not live, in the city are complex.  The main approach to bringing people back to the city is by dealing with crime, taxes and schools. Two groups of people are moving back to downtown: young people without children and seniors who want convenience. Cities should also look at zoning, things like mixed use. A surprising number of people like to live in lofts. It pays to look for regulatory change that can fix things easily.

Strategies that have worked in Milwaukee:

· In Milwaukee the broad strokes are in place: Increased governmental productivity, lower taxes, an end to welfare, a connection between workers and the labor market, improved choice in education have helped Milwaukee become a more thriving city. 

· To encourage reinvestment, the city helped provide some land cheaply in the early stages and now they are doing lighting. Early entrepreneurs did well and private sector profits provided real incentives. This kind of development creates a virtuous cycle. Plan projects so this is a goal—or at least a possible outcome.

· In Milwaukee today, some firms cannot meet customer requests because they need trained workers. There has been a job shift back to the city to meet employer needs for manufacturing jobs that require less skill—and that pay lower wages—than the suburban labor market supports. These suburban jobs were physically inaccessible by public transportation to city workers so the jobs were moved into the city where the labor market was appropriate and success was built for both employer and employees. 

· In Milwaukee they too walk a fine line between who does and who does not have to pay taxes. Milwaukee has tried to shift the burden back through user fees and the not-for-profits have not fought this. But the biggest part of the solution has been the state equalization of responsibility for tax-exempt non-profits, hospitals and museums, etc., that serve an area larger than the city. In the absence of an ability to prevent suburban communities from zoning out the poor and not-for-profits, the state acts to even out the burden.

MAY 20 
William Claggett, Silicon Valley
When people ask Claggett how to do what Silicon Valley did he cautions, beware of mottoes and quick fixes. Today, high tech is ubiquitous in Silicon Valley and while it was happenstance how it all got started, growth has been deliberate. From the beginning, failure was an integral part of success. Today the “dot-com” companies can hit a billion dollars in a matter of months, but a sizeable proportion of these do not succeed. 

Four sectors—government, private, university, and civic—must function interdependently. The civic infrastructure is the glue that holds it all together. Eastern Europe has no civic sector and suffers from this as it tries to modernize. Alexis deToqueville spoke of this, an essentially American tradition. 

Silicon Valley came about over many decades, but it wouldn’t have happened without dollars from federal defense contractors. People in Silicon Valley don’t like to talk about it today, but the flow of federal dollars was essential. Once companies became established and looked to spin off new businesses they needed more money, which grew the need for venture capital flow — now $7 billion annually. 

Universities played a large role in the success of Silicon Valley. Stanford played an especially large role, but it was also the California State system that facilitated the transfer of knowledge and enabled faculty to move between the academy and business. San Jose State provided the “brawn, ” the engineering talent needed by the growing high-tech industry. There was also a civic infrastructure that supported this transfer, the Stanford Research Institute (SRI) that helped commercialize ideas. The private sector then added value to these ideas through product development. The sectors worked together to create success. 

The government has been a key player at all levels. At the federal level, business went to the government when significant market share of the computer chip industry was lost to the Japanese. They needed better equipment to compete and got $500 million match with the federal government. In Silicon Valley, local government acted to streamline the permitting process. While once there were 15 different governments operating by different rules, now there is an almost uniform system that enables business to know what to expect if they choose to locate anywhere in the valley. 

Public education is another critical factor. Developing the workforce we need for the future requires us to work back to the K-12 level to ensure people leave the public schools job-ready. High tech needs trained technicians and the level of expertise in the local workforce is a key component of its ability to compete for jobs.

JUNE 3 
Avis L. H. Ransom, Principal and Senior Consultant, R & B Unlimited, Inc.; co-founder of BUILD.

Baltimorians United in Leadership Development (BUILD) is an organization representing 40 churches, a number of grassroots community organizations, and labor unions. BUILD is the largest not-for-profit builder of low-income homes in Baltimore. The organization is also a member of the Call to Community Project, an interfaith group working to achieve racial justice, that brings people together from Baltimore and the five surrounding counties to discuss and make plans to dismantle institutionalized racism. 

Ransom challenged the outside view of Baltimore as a glamorous place, highly developed and representing significant investment by the state, the sports industry, and private investors. While the economic strategy the city has employed for the past thirty years has created success, and fortunes have been made, many neighborhoods in Baltimore are in decline. Have these tax-supported opportunities benefited residents or investors? At Camden Yards people from the suburbs go to the game while city residents sell the hotdogs and clean up. Remember, Ransom cautioned, this came at a $200 million price tag to the people of the city. 

In Baltimore the Uptown area features poverty, joblessness, family instability, welfare dependency, significant community dis-investment, and physical blight including a high number of vacant properties. The population has declined from just over a million residents to around 700,000, representing not just white flight but general middle class flight. The high school drop out rate is alarmingly high—nearly 60 percent. One major high school recently reported that of 1,200 entering freshmen, 200-300 graduate and only 30 go on to four-year college. There is a high rate of involvement with the criminal justice system—mostly young, African-American males. Baltimore’s manufacturing base has eroded and they are now an information / service-based economy. There has been a significant investment in high-tech that it was hoped would lead the area toward prosperity, but this investment has so far resulted in a number of Ph.D.’s working in that area but no mid- or lower level jobs that could create the economic momentum to change conditions for city residents. 

Meanwhile, the state of Maryland is experiencing great success, with continuing and projected surpluses. The economic development strategy the state has employed is the attraction and retention of large businesses, competing with surrounding states by offering significant tax benefits and incentives. But many middle class people—not just poor people—are losing.

BUILD is a direct-action grassroots organization that is a coalition of faith-based and community groups. BUILD is affiliated with the Industrial Areas Foundation, founded by Saul Alinsky, and through this has been able to affect political and social policy. A cornerstone of its activity is the one-on-one meeting, where the fabric of social cohesion is woven and trust is built at a very personal level. Through the one-on-one process, concerns are shared, goal are formed, and accountability is developed. It is the process of engaging the community in its own transformation. This is very different from the traditional process by which policy makers, agency executives and technocrats create schemes for changing communities without the engagement of residents. That missing step is so critically important, Ransom believes, that if listeners remember nothing else from her words, that one point must be brought home. Organizing residents, listening to them, and having them at the table as decisions are made is critical to success. For change to work in the community it must be focused on the community—not externalities. The jobs that have been created in downtown Baltimore through the economic development efforts to date have been entry-level, low wage jobs. The higher wage jobs have gone to those who do not live in the city and therefore do not contribute to the tax base of the city. The key to grassroots organizing is the recognition and strengthening of community institutions. BUILD’s primary objective is the development of leaders. They identify individuals with leadership potential and develop it. 

Maryland developed the “Joseph Plan” that set aside an indemnified fund to protect poverty programs from cuts during leaner times. Similar funds already existed—a “sunny day fund” for continued economic development activity and a “rainy day fund” to protect agency operations. 

There have been successes, including a worker-owned temporary employment agency. This model is not widely used, but it is powerful. It not only addresses the issue of ownership—which is powerful in itself and brings with it a changed attitude, a willingness to put oneself on the line and to do what it takes to succeed—it also addresses the issue of equity. A cooperative under IRS allows members to receive year-end surplus before taxes. So at the end of the year, surplus profit can be distributed to members in the form of dividends before the corporation is taxed. When there are problems with performance the group decides what action to take. It’s exactly the kind of team spirit big corporations spend a lot of money trying to develop.

Within months of startup, BUILD secured the two largest catering contracts in the city, not because they were the cheapest, but because they were good and because the workers wanted to be part of a team of excellence. There’s no way you can teach that into people, no way you can punish that into people. There must be a personal incentive, the power of ownership. BUILD is a firm believer in entrepreneurship, ownership, equity strategies, and understanding your own value in the marketplace so you can get what you need—be it money, programs or political power. 

Communities need to operate from a position of strength not weakness, from knowledge not supposition. In Baltimore they discovered that there are 3 people in need of work for every entry / low-level job. There is a lack of jobs at the mid-level, jobs that pay living wages and require skills but not a college degree. Many of the jobs are not where the people are, and many high (bachelors level) level jobs go unfilled because there is not the support available to move people from low-level jobs to more advanced positions. Money is going into job development, economic development and transportation without looking at what’s happening for the people who need the services.

JUNE 10 
Skip Stitt, President, Competitive Government Strategies, LLC, Indianapolis, IN; and 
Linda Ard, Executive Director AFSCME Council 62, Indianapolis, IN
Stitt began by addressing two key points. 

· What is managed competition? Managed competition, as developed in Indianapolis, asks public sector employees to compete with private sector employees to provide services.

· Why is it relevant to economic development? It’s important because cities, communities and regions are changing. There is competition all over for jobs, economic development, and opportunity. Businesses are very mobile, more than at any previous time in history. If they are not satisfied with local services or the cost of those services, they will leave. Controlling the cost of government, and the quality of services is critically important. 

Indianapolis became a “unigov” city in 1969 which made the city / county boundary coterminous. This achieved some economies of scale, changed the demographics of the community, expanded the areas for growth as well as the tax base, and changed the political dynamic as well. Unigov has been successful at making suburban residents into stakeholders in the urban downtown. You probably could not do this in 1999, suburban folks would perceive this to be a subsidy of inefficient city government. Indianapolis still has over 40 taxing districts, nine fire departments, two police departments, nine school corporations.

In 1991 the mayor ran on a platform of downsizing government by 25 percent, in a place where government was already very lean. The challenge therefore was to rally support for an agenda that no one saw as really necessary. Indianapolis looked good compared with Chicago or Los Angeles. But in reality, the city doesn’t compete with those cities for jobs as much as it does with its own suburbs. There were problems, however, with unfunded infrastructure liabilities such as a combined sewer overflow project at a cost of $230 million. The month before the mayor was elected, the city signed with United Airlines to build an unfunded $219 million maintenance hub. The police and firemen’s pension had a $50 million deficit. This totaled a 1.5 billion dollar tax drain over ten years against annual revenues of $450 million. 

Competition became the strategy for change. The administration began by setting up a commission, SELTIC, Service Efficiency for Lower Taxes in Indianapolis County, that was composed of nine entrepreneurs, over 100 volunteers and charged with finding what businesses the city should be in or not in, relying on market forces to drive down prices and drive up quality. It had only two rules: no reports, no sacred cows. The commission found that Indianapolis was in 250 businesses and knew it was very hard to run so many business effectively. 

The Mayor began by making corrections to small areas where efficiency could be found quickly. By outsourcing the microfilm department they now save $1,000 a day. They have now replicated that process over 100 times in the last few years. There can be no change without innovation and risk. It is also critically important to understand costs—when the process started no one could say how much it cost to fill a simple pothole—so you can benchmark improvement. But the most important thing to do is to get good people. For this you need good leadership, including the chief executive. It also takes strong support from the business community. And it is essential to have excellent leadership at the employee level. 

Lessons learned: There must be a congruence of goals among employees and between labor and management, and you must break down fiefdoms. People must be rewarded when they succeed and they must also be held accountable for a lack of success. 

Indianapolis has a robust incentive plan—if goals are achieved, employees take home 25 percent of the savings. In the first year of the incentive plan $14 million was left in the budget at the end of the year and the city has underspent its budget every year since then. In 1992 the city’s budget was $462 million and last year it was $438 million. Within that reduced number, they have added $40 million to the police and fire department’s budget. They have a $101 million in reserves and have lowered property taxes three times. They completed their infrastructure work and their debt service level is lower than ever in the past. They have funded CSOs and the United Airlines project. Police and fire pensions are funded and have generated about $420 million in savings.

Although they had a very rocky start with labor, no union employees have been laid off. There has been a 90 percent reduction in labor grievances, an 85 percent reduction in accidents, pay and benefits have increased and customer satisfaction is on the rise. One of the great myths is that labor and management can’t get along—not true. And, you can have better services and lower taxes.

At the beginning, the relationship was strained and the union, in Ard’s words, “did everything it could to see that Goldsmith was not elected.” The message of privatization signified a loss of jobs and the union fought against it. After a long, bitter struggle they lost the privatization battle but won the seniority rights that included a safety-net agreement which said that any employee who was not hired by the new operator of the plant would be given a temporary job at the same pay, until an equivalent level job opened up. At that time the employee had the option of taking the job or leaving city employment. That safety net stayed in place until all employees were permanently placed or left (two did leave).

After the city guaranteed union members job security and agreed to train them for competitive bidding during work time, the union agreed to show how to best do the job by entering into the competition themselves. When the bidding process started, employees knew how to do the work, but not how much it cost to do it. Now they can tell you how much it costs to fill a pothole to the penny. 

There really has been a three-way win in Indianapolis. The mayor has accomplished his goals. The employees and the union have won—they have not lost one union job to downsizing, in fact the number has gone up. They have brought in some work that has allowed them to increase the number of jobs. And the citizens have obviously won—taxes are lower, the infrastructure is stabilized, and services are better. There is great pride in Indianapolis. 

Indianapolis is one of the strongest mayoral systems in the country. Indianapolis also has one of the strongest public / private partnerships in the country that has been going on for thirty years. The mayor can pick up the phone and call 25 CEOs today and probably get 25 of them committed short term on any project. It’s a community where people go back and forth between the public and private sector a great deal and they are very generous with their time. But mayors don’t create jobs, they create environments where jobs are created. Once the public sector gets its act together, the private sector will follow. Meaningful investment is important, but no silly deals. Business moves to where it’s wanted. Speak in the language of business and understand that they read meaning into things like zoning.

Indianapolis benchmarks over 200 things and Stitt noted for benchmarks to be effective, government must have an absolute commitment to saving money, to be clear about what things need to be done, and to understand the costs. In Indianapolis, every dollar spent on getting good numbers saved $100 in costs. The blue collar union workers now bring laptops with them to meetings to review costs. The training that went into building that capacity cost money, but was extremely important.

Consistent Themes and Strategies

From these presentations we found a number of important strategies that were common practices in successful communities. 

· Collaborate on economic development efforts.

Collaborative efforts are often examples of the whole being greater than the sum of its parts. All the panelists, including those from our own area, agreed that collaboration is an essential component of professional economic development practice. The need to include related professions and people of diverse gender, race and economic status was a common theme. Collaborations need to happen between stakeholder groups as regional strategies are developed, in areas where public and private interests overlap, and as part of the site selection / site visit process. Collaborations are also essential between our various economic development entities, to establish areas of responsibility, share leads, reduce redundancy, and build on separate strengths.  

We are moving in the direction of effective collaboration, although the question of whether all the necessary stakeholders are included, remains. Ed Kearney commented that, “Syracuse has a history of attempts at collaboration in the areas of economic development—but not a successful one. The development of a group effort [Economic Growth Council] to promote the local economy is one of the most positive steps our leaders have taken in recent years.” 

· Take a regional approach and know who is not your competition. 

Ken Green spoke to this with an analogy, “Competition today comes from around the world is and it’s increasingly important to view ‘local’ more regionally because the competition is global. Think of gas stations surrounding one corner. They are mistaken if they view each other as the competition, instead, the real competition is on the next corner. Regional thinking means we develop our ‘corner’ and know when to direct business to our neighbor. It also means recognizing that if your neighbor is in trouble, so are you. We need to develop our own resources, but share them and cross-pollinate. With this thinking, Syracuse and Saratoga are not in competition with each other, they are together in competition with Atlanta, the Rhine Valley and Singapore.”

· “Close the back door.” Retention of business base is critical for success. 

It’s important to keep what we already have. It is essential to understand the needs of existing businesses. The MDA has a team that regularly works with local major employers to know what is happening and to try to keep ahead of any problems. Panelists noted that it is difficult to track all businesses, and that if a business wants to keep its plans to move confidential, it probably will succeed. Ken Green explained, “We go out to businesses in the county in a systematic visitation effort. We try to have multiple contacts at each company but we still get surprised. There’s not much we can do if they don’t want us to know what they’re doing.” 

Adopting a routine, systematic approach to gain an understanding of what businesses in the community need is basic good practice. And as a number of presenters noted, it is every bit as important to offer existing business the same sort of tax deferrals and creative finance options as are used to entice new business to a community.

· Create “shovel ready” site development and a team approach to site visits. 

Professional site developers look at the product a community offers and often want opportunities that are “shovel ready.” This means having much of the work done before the first site visit happens and bringing together the right team for each visit. Darlene Kerr noted: “Expansion Management Magazine named Syracuse one of the 50 hottest cities in America for job expansion and relocation (based on factors including pro-business climate, quality of labor, taxes, incentives and quality of life), the only city in New York State to receive that recognition and one of only two in the entire northeast. They said ‘these 50 cities are in a league of their own, and go the extra mile to land their client’s business’.” This is a direct result of the pro-active approach the Growth Council and others are taking to building relationships with site developers in target communities around the country.

· Value unique local strengths and build on them.

It is important to be realistic about the essential qualities of the community. There are characteristics of our local area that set us apart from competing communities. We enjoy advantages including short commute times, low housing costs, scenic beauty, historic architecture, a diverse population, and a wealth of educational, civic and cultural institutions. It is essential to build on our strengths rather than attempt to become something that we cannot. 

· Invest in good planning, good data, and good staff. 
Several speakers mentioned the investment their communities have made in the areas of capturing useful data on the cost of providing services, setting goals, and implementing outcome measurement systems. These ingredients are intrinsically linked: administration and staff need good information for good management, goals need to be grounded in local realities, and accountability needs to be tied to accurate measurement of outcomes. Leadership is necessary to set the tone and direction. In successful communities, this prescription has been applied not only to economic development activities, but to the function of government as well. In many cases, the successful communities we studied took creative approaches and developed shared resources with other entities—the state or federal government, universities, or private industry.

These behind-the-scenes investments can be costly to implement and are not easy to present as priorities to taxpayers. Again and again we heard that making investments in these areas requires true leadership. Improved systems, like the work of economic development itself, is a means to an end—the improvement of quality of life in a community. To maximize the number of people who can productively participate in the process requires us to tie together our efforts to improve our community and to engage in meaningful public discussion of community priorities, including economic development priorities. In Chapter two we discuss popular assumptions that may be at odds with the ideas embraced by successful communities. 

Chapter 2: Subjects of Debate

As with many important issues, economic development is subject to professional disagreement. Additionally, there are areas of widespread misinformation about economic conditions, where we in some cases discovered that the reality is better than what we believe. Even though, as Fred Fiske described, “Our region has a cantankerous reputation, and we do not suffer from illusions about ourselves,” we still need to look carefully at areas where we are too quick to believe the worst because this adds to our general sense of malaise, and because it may misdirect our energy toward problems that don’t exist. 

During the study, some panelists expressed views that contradicted a number of commonly held, even axiomatic, beliefs. These contradictions may result from the different perspective on economic development necessities as viewed from a city that is thriving economically, compared with the view from our own, less rosy circumstances. It may be easy to say that financial incentives are unnecessary when companies are flocking to your door, but that may not be sound advice to a city that is losing market share. However, these contradictions serve to open debate about the way any community bent on success should do business.  

Five issues illustrate these debates:

· High airfares are preventing growth.

· We continue to lose jobs, especially good jobs. 

· We must choose between higher taxes or lower services.

· We must provide financial incentives to attract new business.

· We must identify and direct our support to future leadership industries.

Are high airfares are preventing growth?

A recent local headline story focused on the issue of our exorbitantly high airfares and the detrimental effect this has on business attraction. The chair of Onondaga County’s Economic Growth Council, Darlene Kerr, was asked about this issue and the idea of attracting a low-fare carrier to improve the situation through competition. Kerr argued that, “It’s a misconception that rates drop [when a low-fare carrier moves in]. With the exception of rates to the hub city where there may be a drop due to frequency of flights, history shows little change overall. More important, studies prove that this [airfares] is not a priority for most businesses.” 

The narrow issue of airfares is undoubtedly more important to some businesses than others, for a small number perhaps critically so, but the widespread perception of airfares as a problem is instructive. All the speakers were in agreement that businesses choose to locate or expand for highly complex reasons, so that in very few cases would airfare costs make or break a high-level negotiation. What an issue like airfares does, is offer an easy target for complaint, and seemingly, a quick-fix opportunity for improvement. But it would be unfortunate if we spent significant resources solving a problem that is not at the core of creating success.

Are we continuing to lose jobs, especially good jobs? 

Many people believe the economic picture for the Onondaga County region is grim, that we are still losing jobs and that manufacturing jobs have all but disappeared. The facts are surprising. Darlene Kerr reported, “As of last month we have regained all the jobs we lost in the early ’90s and now have more jobs than ever. … Chase Bank has identified Syracuse as the Pacesetter for upstate job growth, with growth in numbers of jobs and income. Surprising to some, manufacturing jobs have led the way.” 

A related belief is that our region cannot compete with less developed states in the arena of labor costs. Kerr contradicted this also, “It’s not true that all the jobs that left were high pay, and all the new jobs are low pay—far from it. Charles Schumer’s study just found that our cost of labor just dropped below that of North Carolina.”

Irwin Davis reported that “the Labor Department announced 7,000 new jobs have been created in the past two years, 3,800 in 1998 alone, and in increase in real wages of 2.4 percent…. The number one issue, the number one problem and opportunity we face, is the field of education and training. Every employment sector in our region has job openings: manufacturing, customer service, high tech, etc. We lost so many people in the early 90’s it has been hard to recover the workforce we lost.”

If we’re doing so much better, why doesn’t it feel better? Vito Sciscioli explained part of the reason, “The scope of the Syracuse area economy is $24 billion—bigger than the entire economy of Cuba. Our economy is in the top 50 in the United States in size and with respect to growth in export products. We have tremendous assets but we’re still losing population and that affects our domestic situation. That means we’re not selling as many cars or houses or groceries so it feels like we’re not prospering.” 

In this case the widespread misperception is supported by other conditions. Many people still do not have access to living-wage employment and many middle-class workers have seen their wages stagnate while their home’s property value has declined. In cases like these, only when we address the reality will we make the facts believable. 

Must we choose between higher taxes and lower services?

As citizens we are often presented with the conundrum of either increasing taxes or lowering services. In many instances this is the only choice presented to voters. But successful cities have been able to have it both ways—lower taxes and improved services. 

David Reimer spoke directly to this point: “Reject the notion that your only choice is to cut services or raise taxes. It is possible to have improved service at a better price. In Milwaukee they have maintained, and in some cases expanded, services while keeping spending below the rate of inflation. They have simultaneously driven down the tax levy in real dollars by about 30 percent, in nominal dollars the taxes are flat. They have had eleven straight years of property tax reduction. It isn’t easy, but you can’t do it at all if you don’t believe it’s possible. Government has to be as productive as the private sector.”

Locally we have made some progress in this area. Frank Forte explained, “How many people want to pay more taxes? How many people want less in services? This frames the dilemma between keeping taxes down and providing improved service. Under the leadership of Nick Pirro, we have done just that. We have formed a partnership for excellence in public service. We will continue to need to change to grow. Indianapolis is an excellent model of successful collaboration and innovation.”

The model Forte mentions is a successful example of labor – management collaboration in Indianapolis. They have achieved efficiency through privatization of many municipal services. In some cases the union bid on, and won, the contract with the city. In other cases the contract was awarded to private companies that were required to use the union staff already in place. Skip Stitt described what happened in Indianapolis: “There has been a 90 percent reduction in labor grievances, an 85 percent reduction in accidents, pay and benefits have increased and customer satisfaction is on the rise. One of the great myths is that labor and management can’t get along—not true. You can have better services and lower taxes.”

Linda Ard described the process and benefits of privatization in Indianapolis from the labor perspective. At the outset, the union employees had the knowledge of how to do the work well, areas where efficiencies could be obtained and areas where there was unnecessary staff, or “excess management.”  They needed help learning how to craft a bid and how to estimate costs.  The city agreed to train them, at city expense and during working hours. As part of labors bid, they made decisions that kept wages flat until cost savings were achieved. Then they shared in the savings they helped create. Labor succeeded in their goal of competitively winning the contract while not losing any jobs, and can now expertly track costs. Ard reported that labor also takes great pride in saving taxpayers money and doing a job really well.

The idea of not having to choose between higher taxes and lower services is one that most people are ready to embrace, but not quite sure they can believe. This lack of public confidence results in part from our inability to accurately assess conditions, assign responsibility, and achieve accountability.

The actual changes required are rather dull, they do not inspire great public interest and they offer few photo opportunities. If asked, most voters would vaguely remember that this has been promised before, but without any real results. They would also remember being threatened with monstrous consequences if, as taxpayers, they stood in the way of increases. And we have all heard that there are layers of fat that can be trimmed with a clean tax cut.  Political rhetoric inflames the discussion and there seems to be little political will to do the actual work that is required. While it would be hard to campaign on a platform of better data collection and more efficient microfilm processing, it is true leadership to accomplish the public good even if it does not result in immediate political gain. 

Do we have to provide incentives to attract new business?

A number of panelists challenged the popularly held belief that businesses locate where the incentive pot is sweetest. Panelists noted that the public cost of providing these incentives is substantial and the game of incentive brinkmanship can be self-perpetuating. In our study, economically successful cities used financial incentives minimally. These cities offered other incentives that were more attractive, including the compelling appeal of their successfulness. 

Ken Green spoke to the importance of financial incentives at some length. “In terms of relative importance, consultants used to advise companies to move based on water, sewers, power, etc. Now the quality of the labor force is number-one, followed by quality of life at number-two, and incentives running about number twenty-five. Companies locate where the principals want to live. Selling toys is not enough. But words from other companies that like it [in your area] can be a good sales tool. … You can’t buy economic development, you can only level the playing field.”

Skip Stitt explained that in Indianapolis, “If you want to know what economic incentives there are to move to Indianapolis, you’ll know in 24 hours. Period. The answer is probably no, by the way, because there is essentially a negative unemployment rate.” He summarized, “The basics of attraction go much deeper. If the only reason a business locates with you is the incentive, what happens when the incentive is over and the novelty wears off? Incentives are the weakest link, although they sometimes serve as tiebreakers.”

The cost of incentives is not always returned to those who foot the bill. When it is not, the value of the benefit is rightly questioned. The idea of subsidizing private investment with resources taken by tax from working- and lower-class citizens was challenged by Avis Ransom, discussing Baltimore’s renowned success at rehabilitating its inner harbor. “Yes, city image is important, as are things like business friendly policies … but city residents are not prepared to take part in the prosperity embodied by the inner harbor, etc. So far, people have been able to run away from the problems of our cities while still enjoying the benefits. People move to the suburbs rather than deal with people they fear. At Camden Yards it’s people from the suburbs who go to the game while city residents sell the hotdogs and clean up. Remember, this came at a $200 million price tag to the people of the city.” 

As a community we have the right to question the use of public dollars to benefit private business. We have the responsibility to make sure that the public benefits and the lines of accountability are clear. 

Should we try to identify and direct our support to future leadership industries?

Some people believe the job of economic development is to survey the current business landscape, identify the likely leaders, and support them.  Sector marketing has strong support in many quarters and it has been a successful strategy in many cases. Darlene Kerr explained the approach: “This is traditional economic development and it’s still valid. This is about understanding your niche strengths and building on them. It’s about picking the industries you want and ‘marrying’ them—know them, court them, keep close to them. It presupposes there will be growth and attempts to direct growth our way. The MDA's Vision 2010 has a large dose of sector marketing. Niagara Mohawk looks for potential high energy-use customers as sector marketing.”

Irwin Davis noted local potential growth sectors: “Our region is globally competitive—and potentially a world leader—in the environmental and electric technology fields. In the environmental area Neil Murphy of O’Brien and Gere companies, and Jim Brissenden of Leybold Inficon have taken on the challenge of creating growth in that area and have created four sub-committees, municipal water, waste water, and hazardous waste; indoor air quality; sensors and information technology; and power and energy.”

But like incentives, some panelists did not think it wise to have government involved in favoring one group at the expense of another. David Reimer said: “Government shouldn’t be in the game of picking winners and losers. It does better when it helps all successful firms remain successful. The government is not always aware of real trends—Silicon Valley didn’t know it was going to become what it became. It is one thing to promote or encourage but quite another thing to provide incentives that come from taxes. Someone has to pay for the preferential treatment.”

Similarly, Ken Green noted that the ultimate leader is not always obvious. Describing the current mix of new business in Saratoga, he said: “The new businesses are diverse, from insurance to warehousing. There’s no way we could have known it, but surprisingly, the warehouse industry has become a local employment leader.”

Bill Claggett remembered “Twenty years ago San Jose area was known as ‘The Valley of Heart’s Delight. It was a city of flowers and a good climate. High tech is now ubiquitous in Silicon Valley. While it was happenstance how it all got started, growth has been deliberate.”

We need to ask if it is the correct approach to try to predetermine who will succeed in our area. We need to ask who is doing the predicting and what we are using as a crystal ball. 

The issues in this chapter serve to demonstrate how varied is the discussion of economic development, how fundamental the questions we must ask. The next two chapters will outline a view of success that we hope can be a model for action.

Chapter 3: Virtuous cycles 

The idea of “virtuous cycles” is very appealing. The phrase was introduced to us by David Reimer, discussing the support provided by the city of Milwaukee to initiate improvement projects in distressed areas of the city. He explained, “In the early stages the city did help provide some land cheaply and now they are doing lighting. Early entrepreneurs did well, and private sector profits provide real incentives. This kind of development creates a virtuous cycle. Plan projects so this is a goal—or at least a possible outcome.”

In a broader context, virtuous cycles can be defined as judicious actions taken to create self-sustaining good. It implies that there are other, more “sullied” alternatives, and indeed there can be. As a community we have, with all good intent, made attempts to create public good  with results that have led us to deeper problems. With 20/20 hindsight we can see that flawed strategies have plowed public money into civic improvement projects that failed for a variety of reasons. Like many other communities, we have provided tax-funded incentives with questionable public benefit. Just as residents of Baltimore question the benefit of their tax contribution to the Inner Harbor projects, local taxpayers question the projects we fund. As a result, this community is weary and wary of those waving banners of change. But, as a community we have also learned the hard, valuable lesson of what success does not look like. 

One of the key ingredients to creating virtuous cycles is our ability to understand, respect, and take pride in, our own true character. Reimer spoke to this well. “Begin with the understanding that it is essential to understand and accept local realities. In Syracuse the snow will fall, we will be a city of a certain size, the city is of a certain style and age. To wish to be London or New York is foolish. Differences are not the same as weaknesses. Weaknesses are realities that can change. Things like taxes, polluted water, racial tensions are things that can be changed. Realities are those things that define a community’s physical and spiritual character. ‘You are what you are, and you ain’t what you ain’t.’ In Syracuse, like Milwaukee, people need to accept their community’s strengths as well as the weaknesses. Syracuse has a lot going for it: a world-class university, a diverse economic base, some beautiful old buildings, and a ‘customer-based’ economy—unlike Albany or Madison, Wisconsin, where money comes in through taxes—and a lot of civic organizations.” 

Equipped with an understanding and appreciation of what we are, of what we know doesn’t work, and of what we want to become, we are well positioned to define our own success. The consensus of opinion derived from the study indicates that the following conditions must be met:

· Success must be balanced for all stakeholders.

· The city, the core of our region, must flourish. 

· Good government must create the fertile ground in which the private sector can flourish. 

· The people of our region will become our greatest assets.

· Exemplary leadership must flow from the civic sector in ways that connect effectively at all levels.

· We must develop community understanding to create confidence and sustainable vision.

Success must be balanced for all stakeholders.

Economic development includes activity at all levels. For many residents, especially city residents, community development and economic development are intrinsically linked. Active retail and growth in small business signify that economic development is happening, and happening for them. The conditions of their neighborhoods, their access to employment, the opportunities for a better future for their children, are part of economic development. The absence of services, a decayed urban infrastructure, and schools that graduate only half their students are all indications of economic ill-health. To argue in the abstract that conditions have improved does not ring true to lower- and middle-class residents of the city of Syracuse.

The economic development professionals, however, often do not see activity at this level as part of their sphere. Many specialize in just one area of development. Irwin Davis was asked to compare the emphasis on major projects to economic development on a small scale—“Martin Marietta vs. corner deli.” He explained, “The city and county are involved through community development funds. … The Regional Planning Board has operated a loan program for many years, but many people don’t know what’s happening. It’s important to address economic development for all socio-economic levels.”

Ed Kochian was asked about the lack of public and private investment in city neighborhoods. He replied, “To increase the personal wealth in these neighborhoods, people need jobs. The Economic Growth Council is about creating jobs, the pre-condition to creating change. To create the necessary partnership, the council tries to broker between all stakeholders. We need to devote time and resources to ensure that opportunities reach across the entire community. The economic development zone strategy has been successful—there is concrete evidence of that.”

But Carol Perry responded strongly to assertions that the local economy was much better than people understood: “It is outrageous to say things are good behind the scenes when schools like McKinley are hell-holes. Today, …[the city announced] it had $200,000 to spend on community gardens. This, at a time when children on the south and west sides of town have serious health issues. It’s no coincidence that the video [from the Economic Growth Council] didn’t show the south and west side neighborhoods. It doesn’t show people who are so disconnected they won’t move aside for fire trucks. It doesn’t show food in the pantries dumped on the floor for people to pick up like beggars. The video shows how advanced we are but doesn’t show that the city branches of the libraries don’t have computers.” 

Avis Ransom spoke at length about this topic. “The outside world often sees Baltimore as a glamorous place, highly developed and representing significant investment by the state, the sports industry, and private investors. It’s all very impressive if you don’t live uptown. While the economic strategy the city has employed for the past 30 years has created success, fortunes have been made…but  who made these fortunes and what riches have gone to the residents of city neighborhoods? It’s the same challenge other cities face—is this to benefit the life of residents or an investment opportunity? … For change to work in the community it must be focused on the community—not externalities. The jobs that have been created in downtown Baltimore through the economic development efforts to date have been entry-level, low wage jobs. The higher-wage jobs have gone to those who do not live in the city and therefore do not contribute to the tax base of the city. … All stakeholders need to be at the table in powerful ways. Investors see return, it’s easy to see, measure, and achieve. Residents’ interests are not so easily quantified. They cannot be brought to the table, they must be supported in getting there on their own….don’t be afraid of the anger you’ll see or of the significance of genuine differences.”

Carl Spencer, former budget director for the city of Syracuse, noted: “The importance of understanding who benefits from economic development activity and investment is an important consideration. It is difficult to bring everyone to the table—investors, residents, businesses, tourists, etc. When I worked in the city, its ‘people’ were often viewed as a collection of neighborhoods, each unique in its needs and strengths. Even at that level it was difficult to bring so much diversity together.” 

It is clear that the very notion of what constitutes economic development is open for debate. It is also clear that our efforts to date have not made a satisfactory difference in the lives of many thousands.  To achieve success in this area we need to integrate our community development and economic development efforts.  

The city, the core of our region, must flourish. 

David Reimer spoke to this eloquently:  “Although it might sound goofy, if you want to make a city better, you have to love cities. You have to believe in what cities are about. If you approach this in a clinical, analytical way— too much like a doctor—it isn’t going to work. Transforming a city, making a city thrive, is to some extent an act of love. It’s a lot of work and conflict to overcome. You get battle scars. It’s an intense emotional process that doesn’t work unless you disenthrall yourself of the notion that cities are bad, or even that cities are neutral. You have to believe in cities. 
   “I’m here to tell you that cities are wonderful things, they are the source of almost everything that’s good in society, whether that’s American society or any other. This is not to disparage rural life, or attack the suburbs. To love cities doesn’t mean you can’t love pastoral beauty or the house on a lake, but you have to have large numbers of people getting together to have bowling or ballet, a symphony or a Citizens League. … It is not a coincidence that the root word for city is the same as the root word for civilization—civitas. 
   “The struggle to improve Syracuse or Los Angeles is not just about making a particular place at a particular time more comfortable, it’s a struggle to make civilization better. It is not possible to sustain the things we care most deeply about: our ability to work together, to come together, to create art and music, and bowling and pinochle leagues unless you have a dense concentration of people living together and thriving. There’s a mission here. I’m on a mission. Cities tap talent. Density stimulates ideas. Concentration unleashes creativity. The Athens that produced the greatest thinkers and writers was probably not much bigger than Syracuse. That may not be to say Syracuse will be Athens in its golden era, but who is to say it’s not?”

We need to invest in the City of Syracuse and make it a place that county residents are proud to be affiliated with, a place that can attract new business because it offers a superb quality of life, and a place that keeps recent college graduates with opportunities to build a career and a family. We need to create a city with a high quality of life for all who live in it. The idea of quality of life can mean many things to many people, but at its most basic it demands that we set minimum standards for the quality of our neighborhoods and public spaces.  And it also means we will value and protect the things that create the character of our area.   Specifically this means we must preserve and protect our historic city neighborhoods as well as the outstanding natural beauty of our outlying townships and countryside. 

Reimer said, “It’s important for urban policy to stop dispersing cities.  Rather it should cause cities to concentrate.  Cities undid themselves in the’60s by loosening the core of concentration that was their strength.  Specifically this means stop building freeways, adding more lanes. Consider tearing down freeways if possible without being too disruptive.  Slow down.  In the central part of town you don’t want the transportation system to disperse the strength of the local economy.  Look at single-use zoning and consider combining uses—it’s okay for apartments to be on top of a store.  Bring things closer together, bring them up to the road.  Put parking on the side or behind the building, not between the street and the building.  The single greatest thing we can do to invigorate the city is to physically bring the city back together. … The reasons why people choose to live, or not live, in the city are complex—safety, taxes, etc.  The single most often cited reason is the schools, but there is a racial tinge to that rationale.  The main approach to bringing people back to the city is by dealing with crime, taxes and schools.” 

Rebuilding the quality of life in the city will have a direct effect on the economic prosperity of the region.  With a weak center we will be unable to compete with cities that have already reinvested in  themselves and rebuilt their neighborhoods.  But to do this we must demonstrate that it is in the best interests of all residents, both urban and suburban, to invest in the city.  We cannot wait for the tide of prosperity to lift these boats, we must act decisively and quickly to stop decline in  the city. 

Good government must create the fertile ground in which the private sector can flourish. 

Government must establish a balance between market forces and regulatory efficiency.  David Reimer spoke to this: “While different cities can learn different lessons, … it’s important to pinpoint  things government can do in its relationship with the market so that government is adding value to the economy without getting in the way—a tricky balance.  Most cities fail because they fail to strike the right balance in one of two directions: they either have too much government regulation that suppresses the market or drives the market out; or the government does too little so the vital role it has to play vis-à-vis the market, to improve its productivity and effectiveness, doesn’t happen. ” 

He continued: “Government’s role should be to avoid exernatilties that keep it from its core function, while concentrating on things like protecting the environment and workers in the workplace.  Knowing there is always a risk of over-regulation, government needs to set the general rules but allow markets to function.  Government shouldn’t be in the business of allocating resources. People, with their own money, should decide what they want.  This would be especially beneficial for cities, because most of the government over-taxing of the population and shifting of resources has been harmful to cities.”

Ken Green, when asked about the impact of inefficient government structures on the retention and attraction of business, responded: “The link is not a direct one. The sales of penicillin are not influenced by the accreditation of the police force. The cost to development comes from taxes, quality of life, and the cost of living. The site visit often brings this out and can kill a project.”

In the view of the speakers, it is clearly the responsibility of government to manage the systems that support the quality of life in a community. This includes investing in good data and efficiently managing systems to create predictably good service. 

Skip Stitt summarized the positive results of investing in information: “It’s remarkable what happens when you measure something, and it’s remarkable what happens when you tell people you’re going to measure things.  It’s even more remarkable when you begin to measure it and then publish the results to the mayor, the council and on the internet every month. People pay attention.” Stitt also cautioned: “There is competition all over for jobs, economic development, and opportunity.  Businesses are very mobile, more than at any previous time in history.  If they are not satisfied with local services or the cost of those services, they will leave.  Controlling the cost of government, and the quality of services is critically important.”

Investing in good information and management systems allows a community to do good planning.  This can be done collaboratively.  Reimer explained: “There are simple ways to see local strengths clearly.  Labor statistics are available that tell the broad economic numbers, but it is also important to know the details.  How many jobs are available at a given time? Are they full- or part-time? Do they offer benefits?  What do they pay?  What skills do they require?  Milwaukee conducts a survey through the university every six months to answer these questions.  So in Milwaukee they can see the big picture.  The federal government was so impressed with this that they directed the Labor Department to do more of these.  It’s possible that through the local Private Industry Council (PIC) you could probably get federal funds to do this type of study.  It’s a powerful tool to facilitate planning.”

Bill Clagett described a small change that had a major impact on business attraction in his area, “One thing government did in Silicon Valley was to streamline the permitting process.  There were 15 different governments operating by different rules.  Now it’s almost uniform, business knows what to expect if they choose to locate anywhere in the valley.” 

Reimer summarized how it was possible to have improved service at a better price: “It isn’t easy, but you can’t do it at all if you don’t believe it’s possible. Government has to be as productive as the private sector.  You need clear outcome measures.  If you want to reduce crime, you need to measure crime and set goals for improvement.  After goals are set you need to assign achievement of the goals to a person.  And if they don’t do it, find someone else who can.”

Develop the people of our region as our greatest asset.

The Community Leadership Conference at Minnowbrook identified the need for improved training and education opportunities as the number-one priority for our community.  Irwin Davis also concluded that this is our greatest challenge.  Ken Green note that the quality of the labor force is the number-one measure valued by site developers.  The challenge of creating a skilled and work-ready labor force has become the primary field of competition in economic development. But like the need for efficient government, this falls outside the traditional  purview of the economic development profession.  In the recent past however, business has become increasingly engaged in workforce development.  

Workforce development includes everything from improving the quality of public education, to retaining the best and brightest from our local colleges and universities, to providing retraining  to allow workers the opportunity to improve their positions.  Bill Clagett explained that the economic boom in Silicon Valley was supported by its access to education and an educated workforce.  Stanford and San Jose State provide a steady stream of qualified, high-skill workers for the technology industries.  But even in Silicon Valley, he noted, there is a need for improved education. “We need to work back to the K-12 level to have people coming out of the public schools job-ready. We need trained technicians.  Manufacturing has a critical cost factor.  In the recent past it has been cheaper to send work to Singapore, but some parity has been reached.  This could have a real impact during the next decade.”

Locally we graduate a surprising number of young people, but most of them move on to other parts of the country to find careers.  Irwin Davis provided some surprising information: “If we count the number of college grads available to us by going an hour and a half in any direction it is the third largest number of graduates in the nation.  The question is what are we doing with them?”  

Ken Green proposed that the first education needs to be for businesses: “First, [we need] education for business. The local software companies came together [in Saratoga]  as a coalition to keep good students in the area. The local companies need to be as aggressive as IBM and Intel in recruiting good graduates. In areas like upstate New York we need to look at the alumni lists and mine them for talent and opportunity.  They often have fond memories of their school years and are willing to locate a satellite facility back in the college town.  Also, after five years those who left for the lure of the big city are often disillusioned with that lifestyle and can be lured back with their skills—and their businesses—in hand.”

At the retraining level there is much we need  to do to spread the wealth of opportunity to people who have been left out of the economic good-times of the nineties.  Avis Ransom spoke to this point: “People need training to reach the middle-level jobs that get them from one tier to another.  Without support, people lose hope.  The answer is in shared power, and unless you’ve been involved in grassroots action it’s a hard concept to understand.  Power is shared but not given. You must bring your own power to the table.  The people in power need to see their own self-interest served when the ‘have-nots’ succeed.  The ‘haves’ suffer when this is ignored.  The deterioration of the social fabric affects everyone’s quality of life.”  

Exemplary leadership will flow from the civic sector and connect effectively at all levels.

Bill Clagett  identified the need for leadership and collaboration: He recognizes that four community sectors—government, private, university, and civic—must function interdependently, and believes that a well-functioning civic infrastructure is essential to connect these parts.  In other parts of the world, notably Eastern Europe, the lack of a civic sector hinders attempts to modernize. 

A powerful feature of the Silicon Valley success story is leadership mobility that facilitates movement of ideas and supports between sectors. Universities—Stanford and the California State system—facilitated the transfer of knowledge and enabled faculty to move between the academy and business and  Stanford Research Institute (SRI) worked with the civic sector to translate innovative science into innovative product ideas.  Private businesses brought these ideas to the marketplace through product development.  The sectors collaborated throughout the lifecycle from concept to final product and created success for all sectors.

Active collaboration between business and government has benefited other communities.  Indianapolis also has one strong public / private partnerships thanks in part to the powerful connections the mayor has to key business leaders. He is able to ask for, and receive, help from the business community when he needs it.  In Indianapolis people routinely transfer between the public and private sector.

David Reimer articulated the need for multiple forms of leadership: “The political leader sets  the strategy while others implement it.  Leadership needs that nexus.  It can be seen in the relationship between FDR and Harry Hopkins, between Reagan and David Stockman.  To work, we need to have both articulated strategy and effective implementation.” 

He also noted the importance of  collaborative leadership to solve the social problems that keep communities from success for all stakeholders: “Milwaukee also has a declining unemployment rate that is now below the national level. This, in a city of primarily low-income people, is a clear indicator of economic health. It’s important to note that many of these new jobs have been filled by minorities.  The Milwaukee Employer Accord was formed as an agreement between government and large, private-sector businesses. The agreement is a commitment to hiring minorities and women to ensure that they are not left out of Milwaukee’s economic recovery.

… There has been a particularly vicious history of race discrimination in Milwaukee.  The most obvious discrimination was ended but a lot of subtle things remained.  Many businesses were just doing business as usual and they weren’t reaching out to very talented potential employees based on race and gender.  Some knew they needed to do something about it. Several major corporations got together in an organized way to get minorities and women into jobs at the major employers in town. They used peer pressure to get others to join.  When one employer was hiring minorities for equivalent-level work at a 30 percent rate while another was hiring at a 2 percent rate, it couldn’t be argued that this was because ‘they weren’t out there.’  The excuses start dropping.  It is not a substitute for the  legal framework of anti-discrimination, but it’s a powerful tool.”  

The speakers attributed the success of each of their respective home communities to true leadership.  While in many cases there was an individual, often a mayor, who represented this excellence, they described communities where leadership is a pervasive force that exists throughout the community. 

Well-developed community understanding will create confidence and sustainable vision.

Gary Lim  had a wish for our area: “Embrace risk-taking and see it as healthy.  Embrace the learning experience itself.  We don’t often celebrate our failures but they add up to experience on a resume.  In more risk-friendly environments the focus is on what you will do next.  Celebrate start-ups and failures, they are both part of the fabric of success.”  He also believes that part of the success of high tech in Silicon Valley results from the “high-level community dialogue, awareness, and interest in high tech discussion.”  The idea of ubiquitousness was echoed by Ken Green who said, “talk economic development, think it, live it, and it will happen.”  

Communities that have been successful have created climates of success where people act on the belief that what they desire will happen.  Their confidence is a self-fulfilling, virtuous cycle.  In the pages above we list the key ingredients for creating a virtuous cycle of sustainable change. They demand a significant investment in human capital and good management.  But these are not showy, they will not result in monuments to those who create the change. 

Skip Stitt described what happened when Mayor Goldsmith ran for higher office after creating resounding success for the City of Indianapolis: “The mayor ran for governor and was defeated.  There are no awards for this—no ribbon cutting for saving money, and it’s hard to convey the meaning of it.”    

What successful communities create is not just quality of life, it’s predictable quality of life.  Predictability is a key ingredient to building confidence.  Confidence encourages risk-taking.  And risk-taking holds the promise of success, growth, and change.  To attract and retain  the people and institutions that will fulfill our vision for our future, we need to offer an assured experience where their personal vision of success finds a home.  

Chapter 4: Recommendations 

1. Create Fertile Ground for Private Sector Growth through Good Government Practices 

We must foster a positive climate for private investment by reducing taxes and improving services in our localities.

Government officials must throw out the idea that cutting taxes and improving services are mutually exclusive options.  Resolve, creativity, and cooperation are needed to measure costs, set goals for improvement and assess results. 

· Elected representatives must move to improve the efficiency of government services through consolidation, privatization, outsourcing, employee incentives and other means to lower the cost of government.

· We need to improve government performance by promoting the education of elected and appointed officials.  The Maxwell School is a resource recognized internationally for the role it can play in promoting competent government.

· Government is made up of people and systems that serve the public good.  We need to hold those responsible for performing the work of government accountable.

· We need to create a positive climate for investment, stability in the rules and how they are applied. To that end, we need to streamline our permitting, codes and zoning systems across municipalities. 

Exemplary leadership must flow from the civic sector in ways that connect effectively at all levels.

Perhaps more than ever we need leaders who serve the community, who are well educated concerning its needs, and who are accountable by measurable standards of performance. We must award positions of power to those who are capable of acting collaboratively, responsibly, and with respect for the diverse needs of our community. 

· We need to create and support a greater depth of leadership, ranging from the highest political office to the smallest neighborhood organization, and create effective systems to connect them. We need to use this depth to create opportunities for leadership development. 

· We need effective collaboration between business, government, community residents, and education, and to identify and promote the benefits of these collaborations.

· We must ask our business leaders to assist in the development of good systems of government and to lend their resources to the public good. 

· We must ask our institutions of higher education to participate fully in the life of this community.  They have tremendous resources and should be encouraged to share these.

2. Think and Act Regionally and Collaboratively

Success must be balanced for all stakeholders 

To achieve a new balance, traditional stakeholders must recognize self-interest in having others succeed. Any group that acts as an agent of economic development also acts as an agent of community development and must understand this powerful link.  

· We must include all appropriate stakeholders in decision making.  Non-traditional groups need to be supported in making their way to the decision-making table and recognized for the powerful benefits their participation will bring. We recommend that a blueprint for inclusion be developed collaboratively in an effort led by the Economic Growth Council that includes city and county government and representative not for profit, religious and grassroots community stakeholders.

· We should develop a Syracuse Employer Accord, modeled after Milwaukee's, to promote, measure and ensure the hiring of minorities and women. 

We must adopt a regional strategy for development in which the city, the core of our region, will flourish.  

The region will never develop to its full potential without a vibrant city.  Therefore, it is in the best interest of the region—the suburbs and county —to participate in improving the infrastructure and quality of life of the city to make it competitive with other leadership cities. Just as the cost of suburban development in terms of highway and infrastructure costs has been shared by city residents, support for the city must be seen as mutual and complimentary.

· We must adopt a long range planning strategy that defines growth models, which protect the valuable qualities of our countryside, villages, and neighborhoods.  The strategy should encourage development that is sustainable and human-scaled.

· As part of a regional approach, we need to develop cooperation between city and county, and quantify the costs and benefits of a regional approach that includes developing the city as a primary asset.

· We need to consolidate the city and county economic development efforts under the county, retaining the finest talent from each organization and ensuring authentic ongoing representation of the city. The city should concentrate its efforts on community, neighborhood, and retail development.

· The city and county should formally adopt the 2010 Plan.  Hearings could be held to obtain additional input including the incorporation of FOCUS and TNT objectives 

The people of our region will become our greatest asset.

To compete on a national and international scale, workforce development, maintenance, and improvement is crucially important.  It is essential for us to look at the ways we can, and must, collaborate to create success. And we must also dissuade ourselves of the belief that it is acceptable to allow widespread illiteracy, unemployment, and poverty.

· Our public schools must be charged with the responsibility of producing students that are ready for work and ready to participate in a workplace that is continually changing. This workforce development will only be achieved through collaboration with business.  This must become one of the benchmarks of success for our schools.

· Educational resources should be linked by establishing a "Career Path Planning" system. Links should be established between public and private institutions of education: primary, secondary and higher education as well as technical, career training and retraining programs. 

· We must develop the human resource of those who are currently not participating in the economy. Development of this resource should come from a collaborative effort of government, private business, not-for-profits, and organized labor. We must engage business and industry, local unions, educational institutions and training programs to augment their efforts to provide training and supports to the entry-level job candidates.  Additionally, we must ask business to develop career advancement opportunities that reward continued personal development. 

3. Invest in Data Collection and the Establishment of Benchmarks that Measure our Progress Toward Community Goals

Government must be held accountable to serving the public good.

Accountability is key to good government and to public confidence in government.  Government agencies and agents must be evaluated against measurable standards of performance in order to be held accountable.

· Governments need to set goals collaboratively, develop systems for measuring performance 1 and invest in implementing these systems rapidly and effectively. As part of this effort we need to invest in data collection and the hardware, software, and systems support needed to collect and use this data. 

· To track progress, develop reliable surveys and reports at prescribed, regular intervals of no greater than six months that cut across the spectrum of economic development indicators. 

· City and county governments should adopt Service Effort and Accomplishment reporting models to access the efficiency and effectiveness of governmental programs.  The City Department of Audit and the County Comptroller’s Office could provide resources.  SOCPA should establish an economic monitoring system to measure the level and location of economic activity at the enterprise level.

· We need to invest in excellent staff and hold staff accountable by measurable standards of performance.

We must develop community understanding to create confidence and sustainable vision.

Public understanding of economic development issues as outlined in this report must be developed to create an environment that supports development.  Each citizen can be, and in many cases, is a factor in economic development decisions.

· We need to develop strategies to make economic development widely understood and appreciated.  As economic development becomes a more widespread community effort the diversity will not only strengthen our economic development efforts, but also develop the public confidence that becomes a self-fulfilling prophecy.  

· We should convene regular sessions (at least once every six months) open to all economic development stakeholders, including TNT sector representatives, to review benchmark reports, brainstorm, assess progress and challenges, share information and develop consensus. It is essential that these sessions represent the city and region authentically, both in racial and economic composition.

· We must report on economic development and success toward relevant benchmarks in ways that are accessible and understandable to a wide audience and that continue to build greater public understanding of the issues, not just the numbers.

� A list of previous studies is attached at the end of this report.


� The complete minutes from these sessions are included as Appendix 1 of this report


� To receive a copy of these comments contact the Onondaga Citizen’s League at Syracuse University Continuing Education.


1 A list of suggested benchmarks is included as an appendix to this report.











