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Building a Broader Base
for the New Economy

“Is New York Anti-Business?’”” On the surface,

it seems like a crazy question. After all, New York City has committed
more than $2 billion in tax abatements over the last six years to keep
some of its largest job generators in town. On its face, the strategy has
been a great success. New York is without a doubt one of the world’s great global

business centers and home to many of the country’s largest financial and entertainment con-
glomerates.

But New York City also has one of the highest urban unemployment rates in the country,
an economic foundation that most everyone agrees leans too heavily on Wall Street, and no
blueprint for helping other kinds of local businesses grow. Meanwhile, public officials from
California to Connecticut have spent the last decade actively diversifying their economies,
building promising new industries and creating the kind of environment that smaller busi-
nesses need to take root and thrive. These strategies have cut government costs and are expect-
ed to ward off the worst effects of future recessions. Here’s why New York needs to follow their
lead:

The current boom won't last forever. Large tax abatements are often wasteful and don't
guarantee a company will maintain its jobs—or even stay. It has been more than seven
years since the city conducted a survey focused on business growth, and New York has
no plan for developing promising sectors that, given meaningful attention, would be like-
ly to grow in coming years. This report is a call for a new sector-oriented economic
development approach premised on the idea that, working closely with industry leaders,
a city can design smart policy that helps dozens of businesses at once. It is policy based
on meeting the needs of a rapidly evolving economy. And it is policy that has been
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continued from page 1

Why We Need A New Approach

In 1991, the city agreed to issue $30.7 million in tax abatements to
Bear Stearns, an international investment house that threatened to relo-
cate to cheaper environs out of New York. So it wasn't any great shock
when City Hall, in September 1997, announced that the company had
been given another $75 million to stay put in Midtown.

What was surprising was this fact: Bear Stearns got their latest
windfall without even threatening to leave the city.

That, in a nutshell, is the problem with New York’s economic devel-
opment strategy. Public officials have become blind to many economic
opportunities because of their insistence on focusing on massive corpo-
rations threatening to leave the city (see “Giving ‘Til it Hurts,” page 3).
If they would only take a step back, they'd discover that those compa-
nies are but a small fraction of the city’s economy-deserving of atten-
tion, certainly—but not where most people are employed and not the
businesses with the most potential for growth.

Government figures show that in New York City, 99.7 percent of
businesses have fewer than 500 employees and employ nearly three-
quarters of the workforce.

The city’s current economic development policy is a dangerous
anachronism. New York’ current boom is leaving many behind—the
city has 7 percent unemployment, and a quarter of its population
lives below the poverty line. For the first time since World War 11,
New York’s middle class is actually shrinking during an economic
expansion. Even worse, the city is woefully unprepared for the
inevitable economic downturn. With its dependence on the finance,
real estate and insurance sectors, New York City has bet everything
on the financial services industry. This focus seems increasingly mis-
guided given that Wall Street has already shown signs of a slowdown
while upstart sectors, like high-tech, continue to be job generators.

Just ask Houston how well sector development policy works. Its
economy was devastated by the drop in oil prices in the early 1980s.
Or Pittsburgh, which reeled from an over-dependence on the mori-
bund steel industry, or Los Angeles, which found itself in a gigantic
hole when the defense industry began downsizing. Or New York,
which suffered a deep recession in the wake of the 1987 stock market
crash. Each of these cities discovered the hard way that a diverse econo-
my is absolutely necessary for a healthy city.

Today, many of these places—except New York—have joined a
business development movement focused on developing what econo-
mists refer to as sectors, clusters or industry-specific assistance.

So, what is a sector? Simply put, it's a scattered collection of busi-
nesses united by set of common commercial interests and challenges.
With the shift to an information-based economy, much of the city’s
1990s business boom has occurred in sector-based companies—not in
the monolithic corporations. In New York, high-growth sectors
include: aviation, software design, food manufacturing, film production
and new media.

States as small as Rhode Island and as big as Florida are pursuing
sector-based economic development plans, and so are cities as diverse as
Cleveland, Ohio, and EI Paso, Texas. Leaders at the highest levels of
government are beginning to understand that a sector strategy is the
most valuable and productive way to provide business assistance. One
of them is Senator Jeff Bingaman, a New Mexico Democrat, who
recently proposed a bill that would link national laboratories in his

home state to local growth sectors. “When we think about creating
jobs, we need to think about much more than taxes or the cost of
labor,” Senator Bingaman says. ““I believe sectors provide a more accu-
rate framework for thinking about encouraging companies, universities
and government to see how they affect each other and how they
might work together to improve everyone’s ability to be innovative and
productive.”

“There is a growing suspicion that one-by-one assistance to indi-
vidual firms is neither efficient nor effective,” says Brian Bosworth, a
principal of Regional Technology Strategies Inc., a consulting firm
with a track record in many states, including New York.“One of the
more compelling innovations in contemporary economic development
is the proposition that resources be focused around groupings of firms.”
That means sectors.

The strategy, officials say, starts with a survey of the entire local
economy, picking out industries that could use a boost to become
more effective and weak spots that need addressing. Then a local
group—typically a public/private economic development partnership
or a chamber of commerce—works on projects such as researching
market trends, tackling onerous regulations or formulating an export
strategy. The precise way this is done isn’t important; the important
thing is that they listen to an industry’s specific needs.

It sounds simple, but it can be amazingly effective. Take Oregon,
where the mid-1980s recession was nearly as devastating as the Great
Depression, in large part due to the collapse of the timber and milling
industries. With a large investment in economic development, the state
helped create new trade organizations that supported growing compa-
nies in diverse fields like plastics, micro-brewing, biotech and software
development.

“The whole idea was to focus on high-tech and get off the over-
dependence on forest products,” says Janet Jones, who helped run the
project. Oregon’s economy has turned around, due in no small part to
the efforts of Jones and her colleagues. The number of Oregonians
employed in high-tech jobs soared from 35,000 in 1980 to 72,000 in
1998. Over the same period, the state lost 20,000 lumber jobs. “Oregon
now has so many high tech jobs, the emphasis has shifted from recruit-
ing to assisting the companies right here, and working with communi-
ties to manage their development,” Jones says.

Supporting sectors isn’t about partisanship—plans like Oregon’s
have support from most Republicans and Democrats. And it’s not
about big government. The sector solution works best when govern-
ment works as a catalyst to bring about change and then bows out
gracefully. It means being savvy about the local economy, learning
where investments can be most effective, and really listening to busi-
nesses and their concerns.

This report is part of a continuing research project by the Center
for an Urban Future dedicated to exploring the merits of sector-based
economic development strategies. The following pages describe how a
sector approach works, why so many states and municipalities have
begun to focus on sectors, how such a system creates jobs and invests
fewer public dollars with greater impact, and why New York City has
failed to absorb the merits of the approach.

Our inescapable conclusion is this: It is time for New York to do
something it is famous for not doing—Ilearning from others. O



Over the past two decades, cities and

states across the country have begun
to balance their business assistance
policies with an entirely new
approach to economic develop-
ment. Sector development policy
focuses government resources on
industries with the greatest potential
for local growth and job creation. The
strategy is a far more effective use of
public dollars than the traditional
one-shot tax abatement. But, impor-
tantly, sector development does not
have to compete with the older
strategy; it is often used as a comple-
mentary

economic development tool.

TAX ABATEMENTS:

or years, New York's chief
Feconom c devel oprent strat -

egy has been to give tax
breaks to large enployers that
are threatening to |l eave the city.
Keepi ng a stock exchange or a
maj or conpany in New York is
inportant, but all this wheeling
and deal ing has sone unsettling
side effects.

For being a supposedly busi -

ness-friendly strategy, these
deal s generate an awful lot of ill
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SECTCR SCQLUTI CN
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i nvest ed
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needs

inan entire sector

Large, one-shot tax abatenents

No guarantee of new j obs

Smal |, |ong-terminvestnents

Accountabi lity neasures to

ensure

new j obs are being created

Srategy largely detern ned

Strategy deternmined in

by gover nrent

ment

col [ aboration wth govern-

| eaders

Central administration

Gving ‘Til It Hrts

wll. If NBCgets a hig break,
then ABC and CBS want one. |f
Bear Stearns benefits, why
shouldn’t CS First Boston? It
may be ki ds-in-the-sandbox
logic, but it’s true: Al the
naj or conpanies eligible to
recei ve breaks are vital to the
city’s econony, so if their com
petitors get a deal they wonder
why they can't have one as well.
Not only is it inpossible to
satisfy every conpany under

busi nesses and ot her | ocal

Local administration

this plan, but it fosters endl ess
bi ddi ng wars wi th our nei ghbors
in Jersey dty and Hoboken as
conpani es threaten one by one to
leave in order to get their break.
The best New York can do in this
zero-sumgane is retain a com
pany at a huge cost to the

muni ci pal budget. And in the

wor st case, we |ose the conpa-
ny. For exanple, in June 1993,
the city convinced MasterCard
to keep its 450 jobs in New York



A Four-Step Plan

Simply hoping that new jobs will appear is no way to ensure a healthy economy, especially in today’s world.
Cities, counties and states focusing on key business sectors don’t claim to have found a magic bullet-noth-
ing in economic development is that easy. But they do say that the approach has revolutionized how gov-
ernment does business with businesses.

“Clusters and sectors are the only sensible way for government to think about the economy,” says Joe
Cortright, an economic consultant to the U.S. Department of Commerce. “Instead of thinking of 8,000
companies and 3 million employees you need to only think of sectors and their commonalties.”

Adopting the sector solution is a surprisingly easy recipe for success—it has only four simple steps to dis-
covering and acting on strengths to be nurtured and weak spots to be fixed. Don’t be fooled, though. It takes
time and a willingness to rethink basic assumptions for both government and businesses. And skipping ahead
in the process can mean missing a potentially lucrative economic sector or failing to build a strong organi-
zation to carry out the plan.

The localities studied in this section have been experimenting with sector approaches for more than a
decade. Each region featured in the following pages highlights one of the key steps. These pioneering cities
and states went through the same basic process, although the sectors they focused on, the type of support
they gave, and the agencies that actually did the work were all different. And they all experienced the same
results: more jobs and increased economic security. Here’s how they got there...

. . public dollars are invested to retain, attract and nurture companies.
Questlon Basic Local leaders in government, business and the nonprofit sphere
. must be willing to revise their basic assumptions about the area’s
Assumptlons About economy and their role in improving it. The process starts with a
the Local Econ omy. giant step. backward, asking some basic questions about the local
economy:

How will anticipated future technologies and new regulations
affect local businesses? Does the city or region’s economy depend
on an industry that is downsizing or is overly sensitive to economic
fluctuations? Is a sector facing hurdles that could be best overcome
with a group effort? How are institutions such as unions, trade
associations and universities involved in the economy?

These kind of questions just do not come naturally to adminis-
trators and bureaucrats. In many parts of the country, the shifting
economy of the mid-1980s forced creative and bold thinking.
Cleveland was losing thousands of jobs to manufacturing decline.
Washington state was grappling with massive defense industry
downsizing. El Paso, Texas was rattled by the newly passed NAFTA
agreement. In each case, new programs assisted job growth and
helped to foster a stronger and more balanced economy.

In New York, we're fortunate enough to have the opportunity to
begin our sector planning in relatively good times. But that doesn’t
mean we can rest easy. As they discovered in Arizona, recognizing
structural weakness during a period of growth can keep a potential
disaster from ever occurring and even provide a significant eco-
nomic boost in relatively good times. But that doesn’t mean we
can rest easy. As they discovered in Arizona, recognizing structural
weaknesses during a period of growth can keep a potential disaster
from ever occurring and even provide a significant economic
boost.

ST E P The sector solution is not a new program or funding stream.
Rather, it is a completely different way of thinking about how



CASE STUDY:

...Here’s Wat Arizona D d

rizona's future | ooked bright

in 1986. The state had one of

the fastest grow ng popul a-
tions in the nation and a steady
stream of new jobs. Wen thi ngs
are this sunny, it can be hard to
prepare for the inevitable rainy sea-
son. But that's exactly what
Aizona' s | eaders had
the foresight to do.

Arizona's econony had

sone problens |urking
beneath the day-to-day
good news. Economi ¢

gronth was prinarily in | owwage and
volatile sectors like real estate,
retail sales and tourism Wthout a
new economc direction, the state
woul d eventual Iy flounder.

A arned by the | ack of support
for higher-wage, technol ogy-based
jobs, a group of fifteen CEGs and
young entrepreneurs began neet -
ing every Sunday, charting out
Arizona’s econom c situation and
spi nni ng sone al ternative visions
to support industries that woul d
provide better paying jobs. In
1989, having heard that the state
| egislature had al |l ocated noney for
a study of the econony, the
entrepreneurs approached the
state and offered to contribute
expertise and funding.

A Sector Solution is a conpletely different
way of thinking about how public dollars
are invested. Local governnent, business
and nonprofit |leaders nust be wlling to
revise their basic assunptions about their

role in the local econony.

| n 1989

Three years later, the state
|l aunched Arizona Srategic
P anning for Economc
Devel oprent (ASPED), a coalition
of busi ness CEGs, economc devel -
opnent officials, university presi -
dents and community | eaders. The
group never lost sight of its ms-

“l was a $2 million company, and now I'm a
$6 million company. We doubled in the last
two years, all due to leads | get from the
cluster work.” — CEO Bob Breault

sion: Identifying snall but grow ng
sectors that coul d create hi gher
payi ng jobs. The ASPED coalition
spent the next two years canvass-
ing the state to find out about key
hi gh-growt h and hi gh-wage sec-
tors, eventually releasing a strate-
gic plan that laid out nine areas of
focus.

(ne of the biggest w nners has
been Tucson's optics industry,
whi ch recei ved assi stance in build-
ing an aggressive trade associ ation
that has devel oped an industry-
speci fic anal ysis of needs, sent
trade mssions to 20 countries,
and supported joint bidding on
large contracts. Revenues from
“Qptic Valley” have risen from
about $100 nmillion in 1992 to

$750 nillion |l ast year—and the
industry pays workers about
$47,000 a year, nearly twce
Arizona's $25,500 average.“ The
story of the Arizona' s optics
industry is a prine exanple of the
pover of the cluster framework for
col | aborative action,” says Arizona
Sate Lhiversity eco-
nom cs professor Mary
Jo Wits. “Before the
state enbarked on its
[sector] thinking, few
econoni ¢ devel opnent
officials knew there were optic
firns in the state.”

Tucson's optics industry now
has customers from around the
globe. “I’"'ma snall business in
Tucson, Arizona. Wthout clusters
woul d just be a dot on the nap,”
says Bob Breault, president of
Breault Research Qganization. “I
was a $2 nillion conpany, and
now |’ma $6 nillion conpany. &
doubled in the last two years, all
due to leads | get fromthe cluster
wor k. Because we are now known
as the (ptic Valley, we have 23
conpani es | ooking to nove here.”

It’s not just optics. Al the
state’s econonic planning i s now
designed with an eye to boosting
the fortunes of key clusters.



Many busi nesses say t hat
it wasn't tax breaks or real
estate deals, but an overal l
attitude—the fact that they
felt governnent focused on
thei r concerns—that |ed
themto stay.

STEP

Conduct a
Detailed Survey of
Economic Conditions.

To create a wide-ranging, effective sector strategy, it
is crucial to devise an intensive process for learning
about the local economy. Initially taking the form
of a comprehensive survey, this broad and detailed
assessment invariably uncovers growth in one or
more major industries that have gone virtually
unnoticed until brought under the microscope.
New York City is typical when it comes to this
kind of analysis: All the individual components of a
sector survey have been completed at one point or
another, but never all at once or with the aim of
charting a new business development strategy.

The survey starts with standard economic data
like industry concentration figures and average
wages. To get a more complete picture, these num-
bers are augmented by interviews and focus group
sessions with businesspeople. Next, this information
is matched with broader measures of the city’s well-
being: things like workforce skills, crime rates, infra-
structure, tax levels, existing educational institutions
and regulatory issues.

Finally, the supporting institutions essential to
sector growth are assessed. Often overlooked, these
institutions include local community colleges and
research universities, unions, lending institutions
and supplier industries that provide the core servic-
es and raw materials to specific sectors.

The aim throughout the process is to find sec-
tors with some of the following characteristics:

0 pay good wages;

o face problems that could be solved with a group

effort;

o are in a rapidly growing field;

o employ many people in the areg;

o can take advantage of national and
international economic trends and,;

o will diversify the local economy.

The sector survey also creates a valuable
process for politicians and bureaucrats to learn busi-
ness needs, forcing city leaders to stop and listen to
companies directly. This is critical. Most of the busi-
nesspeople interviewed by the Center for an Urban
Future said that their biggest problem with govern-
ment was that there was no forum in which to dis-
cuss their problems.

It’s a common issue. Economist David
Friedman conducted a survey of more than 400
companies in six clusters for the City of Los
Angeles in 1993.“We found many businesses that
said it wasn't tax breaks or real estate deals, but an
overall attitude—when they felt that government
focused on their concerns—that led them to stay,”
he says.



CASE STUDY:
...Here's Wat

one regions of the country

vere fearful of the new econ-

ony energing in the late
1980s. California was downright
terrified. The Gl den Sate was
taking the full brunt of nearly
every economc trend: puni shing
def ense cut backs, nanuf acturing
declines, a severe recessi on and
hei ght ened NAFTA conpeti tion.
More than 500, 000
jobs were wiped out in
| ess than seven years
and the state budget
was cut by a third.

CALIFORNTA D d

In 1993

ic clusters were identified. The
panel sent a teamof practitioners
and hi ghl y-pl aced el ected official s
on two-day tours to each region.
Day Qne was an intensive rundown
of past, present and future
strengths and opportunities
across the entire econonmc |and-
scape. Day Two consisted of QA
wi th conpany presidents and sup-

California officials were surprised to
discover Hollywood employed three
times the number of people that had

consi dered the entertai nnent
industry a snall, elite group of
studi o executives and wel | -com
pensated actors. They were sur-
prised to discover the industry
enpl oyed 164, 000 peopl e—three
times their estinate—and had
payrol | expenditures of nore than
$7.4 billion. Furthernore, the vast
majority of the jobs were for
tradesnen |ike pl unbers,
electricians, specia effects
techi es and production
shop workers: bl ue-collar
jobs wth an average sal ary

Assemblyman John  heen estimated—and the vast majority of — ©f $45.000.
Vasconcel | os, a San these -ObS ere .n b| e CO”&I’ trades Hected official s and ot her
Jose Denocr at , J Wi I u panel nenbers were even

I aunched a comm ssion

to devel op recomen-
dations for how to
respond to the situation, as did
Republican Governor Pete WI son.

Both released reports wth the
exact sanme concl usi on—there
nust be a long-term strategy

focused around the state's key
i ndustri es.

In 1993, the state's
Denocratic-controlled | egislature
and Republ i can gover nor toget her
created the Econonmic Strategy
Panel , charged wi th devel opi ng
Glifornia s first statewde eco-
nomc plan. The state was broken
down into six regions; in each
region two hi gh-potential econom

with an average salary of $45,000.

porting institutions like universi -
ties, unions and banks.

“V¢ went south and in San
D ego found that the cell phone
industry was not just about indus-
try giant Qual conm but 40 ot her
conpani es as well,” says Doug
Henton of the Slicon Valley firm
@l | abor ati ve Economics, a prinary
consultant to the panel. “V¢ al so
found software and recreati onal
equi pnent were huge industries.”

ne of the biggest successes
was in an unlikely place:
Hol | ywood. The panel s nenbers

nore shocked to find out
that nany special effect
and ani mati on conpani es
spent thousands of dollars to
recruit nore than half of their
| abor force overseas because too
few LA residents possessed the
skills necessary to do the work.
The answer? The state’s job train-
ing arm the Enpl oynent Traini ng
Panel (ETP), was redirected to
take its cues fromthe industry.
Today, ETP, an agency that
for years was derided as ineffec-
tive, has increased the anount of
subsi di zed training for entertain-
nent jobs and hel ps up to 2,500
peopl e a year learn flexible high
tech skills. “The Enpl oynent



Target Government
Help Where It Can
Do the Most Good.

After a sector analysis shows what needs to be done, the
next step is to get started. With help, the business vol-
ume in a sector can soar. Unfortunately, there is rarely
someone looking out for an unorganized industry. In
other cases, a business cluster may have a strong trade
association, but the mission is limited to lobbying gov-
ernment. A successful cluster plan, on the other hand,
nearly always requires much more, including collabora-
tion between firms.

That’s why government needs to lend a hand as a cat-
alyst. If there is no representative for the cluster, the
locality can provide start-up funds to develop one. And
if a group already helps the industry, the economic
development agency can support it by funding new
projects, sharing its survey findings, or connecting the
group to appropriate resources.

Of course, government agencies and nonprofit coali-
tions can't do everything for an industry. One of the
most important factors in a successful sector strategy is a
willingness on the part of the owners and managers of
the firms themselves to rethink their business too. For
example, a group of food manufacturers could pool
resources to market their products abroad, or a printer
coalition could work with common vendors to benefit
from ordering in bulk. Smart collaboration has a place
next to competition in today’s global economy.

In our research, we've found that there’s no one
answer to the question of what a cluster needs. Some
could use a hand with an overview of industry market
trends. Others are squeezed by high rents in an expen-
sive city and need business incubators for small, nascent
businesses. Local universities can be called on to help
provide special training to ensure a prepared workforce.
A consortium to help detect foreign markets, pay for
trade trips, and assist in marketing products abroad could
be key for an export-oriented industry. And, as noted
above, just having government pay attention to local
companies is important.

Over Time, Let
Government Bow
Out Gracefully.

The cliché that ‘the best thing government can do for
business is get out of the way’ is true in working to
nurture growth in an economic sector. Once high-
growth and high-wage industries are on the radar
screen, it’s government’s responsibility to find a part-
ner to handle the day-to-day operations. Between
bureaucratic red tape and political turnover, govern-
ment agencies cannot be counted on to provide the
continuity and close connections that individual com-
panies need.

So who should take over when it’s time for govern-
ment to reduce its role? There’s no one right answer.
It can be a trade association, a public/private organi-
zation, an alliance of businesses, universities and com-
munity groups, or a program run out of a local cham-
ber of commerce or economic development agency. It
all depends on what kind of organization is already
focused on the sector and what the survey shows the
sector’s needs are.

Government still plays an important role, however.
Business coalitions and private/public ventures are
naturally predisposed to promoting their own inter-
ests; a public agency can provide a necessary balance
by keeping a dispassionate eye on the sector’s progress
and ensuring that public and private subsidies are

showing results. Government should also contin-
ue to survey the local economy when
changes warrant another look, monitoring
which sectors need to be added to the

Bet ween bureaucratic red tape
and political turnover, loca and
state agenci es cannot be counted
on to provide the continuity and
cl ose connections that individual
conpani es need. It’s governnent’s
responsibility to find a partner to
handl e the day-to-day operations.

region’s mix of priorities. And, of
course, government responds to sec-
tor needs for services such as zoning
and public transportation. In
essence, government involvement is
critical for getting a sector strategy
off the ground, but then it must bow
out and do what it does best—pro-
vide a measure of accountability and
provision of basic services. O
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ing a state business devel opnent plan,

you coul dn’t do nuch better than to | ook
to Qonnecticut. The state’ s unenpl oynent
rate is a an unheard of 2 percent—tess
than half of New York state’s 5.1 percent
and far below the 7 percent unenpl oy-
nent rate in New York dty.

Part of the credit goes to loca busi -
ness and nonprofit groups from New
Haven to Hartford that have i npl enent ed
sector-based approaches to econonic
devel opnent. State governnent got into
the act four years ago and has fol l oved a
strict path of noving prograns to the pri -
vate sector once they ve been identified.

Soon after entering office, Republican
Governor John Row and assenbled a
group of top corporate executives from
the state’s nost inportant industry clus-
ters. This assenbly crafted a plan built on
snal | business growth and a cluster-ori -
ented approach that called for nore
inter-firmcol | aboration; in 1998, Fow and
passed a $3 nillion hill to seed sector
efforts. Today, the state has begun
“cluster activation” in a few key indus-
tries, including software, aerospace,
nmanuf act uri ng and bi ot echnol ogy. | n each
case, the state has funded the creation
of a new industry organization or hel ped
inprove the existing one.

If you' re searching for help wth devel op-

... Here’' s \WWhat

to one of the largest cdlections of

research hospitas in the world Bit
until the state undertook a sector analysis
of the region in 1995, the growng ned cal
device industry vent virtualy unnoticed.
Today, thanks to the aggressive narketing
of several new sector-based prograns, the
state's exports of devices such as heart
val ves and precision scal pel s have junped
69 percent—rore than doubl e the indus-
try's nationa average-and nearly three-
quarters of the loca conpanies are plan-
ning to expand.

Minuf acturers of nedical devices
located throughout Boston provide high
wage jobs to a wde swath of residents,
from high school graduates in production
jobs to Fh.D scientists. Ater a statewde
survey brought the industry to the atten-
tion of the governor’s working group on
busi ness cl usters, the group funded a study
that revealed that there were nore than

Boston always knew that it was hone

CONNECTI CUT Did

MASSACHUSETTS Di d

In 1998

A though the state funds the |aunch of
these prograns, it doesn't oversee them
Responsibility is shared wth the private-
ly-run business retention arm of state
governnent, the Connecticut Econom c
Resource Center. Qeated by the state’s
utility and tel ecommunications conpa-
nies in the heart of the recession in
1993, (ERC is funded al nost entirely
w th private dol | ars and now conduct s key
functions |ike devising and inpl enenting
business narketing strategies for
Gonnecticut and handling nearly 10, 000
calls a year from businesses |ooking to
relocate or expand in the state.

(ERC is aso helping initiate business
collaboration in key industry sectors,
develop cluster initiatives in five inner
cities throughout the state, and track
progress on al of these projects. Lhlike
nost state agencies, CERC can nove
very quickly in its response to business
requests. “It’s not the people but the
process,” explains Jeff B odgett, the
director of research at CERC and forner
state agency staffer. The feeling
anongst busi nesses and even high |evel
governnent officials is that CERC can
respond in the flexible, ninble fashion
that governnent was never designed for.

For the Hartford-based aerospace
industry, the state's cluster funding and

I n

240 medi cal devi ce conpani es enpl oyi ng
22,400 people in the Boston area—and
that the industry had no interna orgen za-
tin

Nwigating the delicate process of
bringi ng nedi cal device (B3 together is no
ro e for governnent, so the state turned to
the nonprofit Massachusetts Technol ogy
Q@llaborative, wiich had built a reputation
as a bridge between universities, govern-
nent and busi ness around economic devel -
opnent projects. Ater nore than a year of
hard work, the Massachusetts Medical
Device Industry Qouuncil (MssMEOQ trade
organi zation was born.

“Thank goodness for Governor Véld
for bringing us together so we coul d recog-
ni ze the i nherent need of working together,”
says David Hening, CEO of Genzyne
Qxrporation, a growng pharnaceutical and
nedi cal devi ce conpany. “MssME C gave
s avace”

MssMEOCs part-tine staff person

C(ERCs organizing role has been a god-
send. “As conponent part nanufactur-
ers, ve are at serious risk of global com
petition wth the big guys. S we have to
vork together as a cluster to stay conpet -
itive,” says Doug Rose, president Aero Gear
Inc. “The state vas right thereinthe initia
stages and gave us the enticenent to get
started.”

Initially, a series of snall grants vere
admni stered through the consulting firm
M. Auburn Associates and CERC Early
grants hel ped establish a trade organi za-
tion; later noney created a jointly run
training programw th i n-house cl asses on
precision nmanufacturing techni ques.
Sate nonies were al so used to bring in
high-priced consultants to help snall
conponent part nanufacturers under-
stand how to conpete as an industry.

Each of the state-funded projects was
essential to maintaining the industry' s nnd-
de-class wage jobs. But the need for busi -
ness to administer prograns was al ways
part of the arrangenent. In fact, govern-
nent dol | ars vere slowy phased out over a
period of three years—a| of the aerospace
projects are now fully funded by the com
pani es thensel ves. “Governnent’s rol e was
bringing people together who ordinarily
woul dn’t cone together,” Rose concl udes.
“Now everyone is so energi zed the project

began by show ng the disparate conpani es
they had conmon hospital clients, distribu-
tors ad suppiers, but little or no conpeti -
tion since they produced different products.
Soon, the group hel ped arrange internation-
al trade shows and sessi ons where up-and-
comng conpanies could neet and give
pitches to nore than 200 venture capital -
igs

But MassMED C s nost i npressi ve suc-
cess to date nay be the 1996 debate in
ongress over Federal Drug Adnministration
reform including accel erating the year-1ong
approval process for new nedical devices.
MassMED C began an i ntense | obbyi ng cam
paign focused on its hone state senator,
Edward Kennedy. Wth Kennedy's long his-
tory of successfully chanpioning health
care policy and his new understanding of
industry concerns, he was able to push
through I egislation requiring the FDAto put
efficiency ahead of red tapein a bill signed
inolawby Pesident Ginton in 1997.



New York has a nanic
depr essi ve econony
w th huge hi ghs and

How to Get There From Here

So where is New York City in
the midst of this nationwide
sector soul searching?

Off the map.

New York City suffers from many ailments that can be
improved with a sectoral economic development strate-
gy, yet it has no citywide plan. And so while neighbor-
ing counties and states—and even some nascent pro-
grams here in the city itself—move forward, political
squabbles and a complacent attitude keep New York
City from reaping the benefits of a sector strategy.
“New York talks about, but never does, strategic
planning—period,” says Michael Salvato, a New York-
based consultant to the Federal Economic Development
Agency. “With sectors you facilitate more than direct
service. Government should play the strategic role as
convener and get the private companies, nonprofits and
universities to better align their resources to be respon-
sive to the local economy. This is what the economy of
the 21st century will look like.”
New York has an overwhelming need for planning
with a sector focus. Beneath the Wall Street sheen, New
York has one of the most fragile economies in
the nation. “The city is completely
tied to Wall Street. If you have
a major downturn you're
finished,” says New York
Times business
essayist Joel
Kotkin. “New
York has always

lows. It suffers from fallen into thes
dl the boom-bust
2 economic

_al | nent s t_hat can be mentality. Its a

inproved wth a sec- manic

toral econonic depressive
economy

devel oprment strat e- with huge highs

and lows.”
Worse yet, the current
boom is only a rumor to many
city residents. Despite employing only 5
percent of the workforce, the securities industry has
accounted for half of the city’s increase in real earnings
over the last five years. New York City’s unemployment
rate, standing at 7 percent in the third quarter of 1999,
is the highest among the country’s 20 largest cities. And
for the first time since World War 11, the size of the
middle class has actually declined in the midst of an
economic boom.

A History of Failure

Three very different mayors—Koch, Dinkins and
Giuliani—have all favored large tax incentives to major
corporations over a more sensible and relatively inexpen-
sive sector strategy. There are a handful of reasons why.
First, New York has one of the densest and most diverse
economies in the country, making analysis and action dif-
ficult. Second, few elected officials have put pressure on
the mayor’s office to assist promising sectors outside of
Manhattan. City councilmembers have become so
focused on local social service, nonprofit and health care
institutions that business development has suffered.

And finally, the massive concentration of media out-
lets in the city has distracted urban leaders from a balanced
economic approach. Local reporters and national media
from Newsweek to the Today show see Manhattan’s super-
heated economy at close range.“The media outlets in
New York report on every little success in the economy;”
Kotkin says.“A mass hypnosis sets in, and everyone has
bought into the idea that the city is invincible.You don't
see the long-term consequences and fundamental prob-
lems with the focus on one economic sector.”

The one time New York did attempt a citywide eco-
nomic plan was in 1992, as the Dinkins administration
cast about for ways to climb out of a deep recession. A
full-blown survey of the city’s economy was created,
detailing the city’s current and potential strengths—appar-
el, jewelry, film and TV production, recycling, biotech-
nology, software, health care, nonprofits, telecommunica-
tions, tourism. The report also laid out low-cost strategies
for outreach to each sector.

The timing, of the report’ release however, was
extremely poor. The administration decided to sit on the
survey results until September, making the plan a cam-
paign issue in a contentious re-election battle.\When
Dinkins left office, so did the plan’s chance of being cham-
pioned by a new mayor. Anything that has even sounded
like a sector-focused policy has been buried ever since.

It’s especially unfortunate that New York City contin-
ues to ignore the need for a more comprehensive business
development strategy, because the state is now providing
technical and financial assistance for such work. A small
policy division in the Albany-based Empire State
Development Corporation (ESD) that has built up a
decade worth of expertise in sectoral strategies is working
with and releasing seed grants to any county interested in
the new approach. New York City’s surrounding counties
have wasted no time plugging into this new wave of
thinking: Long Island, Westchester and Orange County
are all receiving state support (see “The State of Long
Island,” page 12).The city’s plan-less approach to eco-
nomic development is becoming increasingly obvious
as regions from Suffolk to Sacramento implement bal-
anced growth strategies that are paying off. O



SCATTERED EFFORTS: SCATTERED SUCCESS

ince there has been little interest

insectors fromGty Hil, the city's

nassi ve busi ness devel opnent
agency, the Econonm c Devel oprent
Qorporation (EDQ, has not keyed into
the strategy. EDCis both the first
pl ace where nost expanding or rel o-
cating corporations |ook for assistance
and the one agency that has a city-
wide view of the econony. Wt hout
the agency’ s invol venent, a success-
ful sector plan for New York is unlike-
ly

In the past four years, nost of
EDCs activity has been focused on
najor corporate retention deals that
have benefited |ess than 40
Manhat t an- based conpani es.
This reactive, firmby-firm
focus nay be necessary in the
short term but it cannot sub-
stitute for a thought-out
strategy to assist thousands
of business at once.

Wth no strategic plan, nost busi -
ness assistance in the city is in the
hands of a mishmash of city agencies,
local devel opnent corporations, busi-
ness i nprovenent districts and busi ness
associations. This cacophony of aid
becones white noise, |eaving nany
busi nesses with the inpression that Aty
Hll is not interested in helping them
stay inthe city.

Alinited nunber of sector-oriented
prograns have sprung up fromthis con-
fusing |andscape, succeeding despite
the city’'s inattention. These internedi -
aries cone in many forns—anging from
a strong trade association to a |ocal
chanber of commerce—but they all
share the common goal of addressing
the gronth needs of a specific industry
that has been ignored such as di anond
and j ewel ry, biotechnol ogy or food nan-
ufacturers. These efforts were created
by a need enanating from conpani es—
many of them enpl oyi ng fewer than 50
peopl ebursting to growin a city wth
hi gh costs and nowhere to turn for tar-
geted assi st ance.

A Borough Chanmber
Targets Food
Mich of New York’s on-the-ground sec-
tor assistance work happens at the bor -
ough’ s chanbers of commerce and eco-
nomc devel opnent corporations. The
best exanple is the MetroTech-based
Br ookl yn Chanber of Conmerce, which
isincreasing its sector focus. This year
the group established “Brooklyn's
Kitchen,” a programthat gives narket -
ing assistance to the borough’s food
nmanuf acturers, which enploy approxi-
nately 7,000 people. The assistance
comes in the form of one-on-one con-

Manuf act urer s—

With no strategic plan, most business
assistance in the city is in the hands of a
mishmash of city agencies, local develop-
ment corporations, business improvement

districts and business associations.

suting wth food exporters that have
the potential of grow ng their business
national |y and internationally.

A Borough President

Targets Diamond & Jewelry
Mer chant s—Al ways an inportant part
of the city’'s econony, snall dianond
and jewelry nerchants were largely

ignored until 1992, when the Manhattan
borough president’s office released a
study that docunented the
26,000 thousand well-paying jobs and
nllions of dollars in profits the i ndustry
brings to New York. The study al so cited
a nunber of problens that threatened
the ability of NewYork firns to conpete
nationally and internationally.

over

Wth a seed grant from the bor -
ough president, the D anond and
Jewel ry Industries Devel oprent
Gorporation was created, a citywde
organization for nenbers to discuss
their concerns, set priorities, communi -
cate with public officials and work wth
| ocal governnent to devel op prograns.
The successful devel opnent cor pora-

tion has since norphed into an equal ly
hel pf ul 47th Street Busi ness
| npr ovenent District, whi ch
increased security and nai ntai ned cap-
ital inprovenents for the city's main
dianond and jewel ry district.

has

City CECs
Target Health Care—Four years
ago, investnent banker Henry Kravis

passed the tin cup and gathered a nil -
lion dollars each fromfifty of the city's
largest corporations and top venture
capitalists to create a new breed of
inner-city venture capitalismcalled the
New York dty Investnent Fund. The
fund's core group of financiers
and corporate volunteers then
wor ki ng
groups: manufacturing, nmedia,
retail, health care and science,
education and infornation servic-
es, ard the ARE industries of
finance, insurance and real estate.
The fund's nost inpressive sector
work has been the “discovery” of the
clinica trials nanagenent business in
the field of health care. In 1999, the
fund hel ped five nonprofit nedical cen-
ters establish the B onedical Research
Alliance of New York to secure a far big-
ger share of the huge internationa nar-
ket for testing new drugs and nedical
devices. The alliance has secured con-
tracts with nore than 20 naj or pharna-
ceutical conpanies that are now siting
trials at sone 70 hospitals in New York,
generating hundreds of new j obs.
Athough helpful, these various
kinds of sector prograns are uncon-
nected fromone another, rarely sharing
effective strategies. Additionaly, they
are linmted by geography and resources,
reaching only a portion of the firns that
could be assisted. Each has one or two
staffers at nost to serve an entire
industry. And each is constantly frus-
trated by problens that could be easily
addressed with a city strategy and com
mtnent. The real estate concerns of

broke into six sector

garnent nanufacturers for exanple are



Today’s Business Leaders
Need a Civics Lesson

By Joel Kotkin

If we make the city more friendly to business, business
must reinvigorate its commitment to the city. History
shows that a city’s business leadership must play an
important role in civic affairs, or that region will face
long-term decline.

“A business aristocracy that hoards its own privileges
at the expense of the exercise of power marks the
decline of modern liberal democracy in the West,” said
sociologist E. Digby Baltzell, the renowned urban soci-
ologist. Baltzell’s point doesn’t mean business should
dominate all decision-making, but one fact is
inescapable: Engaged commercial elites are inevitably
the prime drivers behind economic growth and wealth
creation.

In 19th century New York, business leaders promot-
ed and paid for some of the city’s most significant proj-
ects, including Central Park and Columbia University.
Although a huge gap separated New York’s ruling cir-
cles from the vast majority of that city’ residents in the
nineteenth century, many projects promoted by the
elites—such as the Croton water system, the paving of
Broadway, and the new sewer and police systems—
improved the lives of the working and middle classes.

But that all changed in the closing decades of the
1800s, when the blue bloods lost political power to the
Democratic organizations controlled by the city’s
immigrants. Ed Costikyan, a Democratic reformer and
civic historian, says the powerful men who dominated
New York—the Rockefellers,Vanderbilts, Fricks,
Morgans—Iargely withdrew from the scene, seeking to

erect private monuments to their economic power
rather than construct great public buildings.

“For the most part business didn’t care about the
governance of the city,” explains Costikyan, now a
lawyer in private practice.“They didn't care much who
was mayor. If they really wanted something, they'd just
ask for it, but that was about it.”

Costikyan traces the current decline of civic elites in
big cities to the 1930s and the rise of a federal bureau-
cracy that increasingly supported city governments
through tax revenue, pushing private contributions to
civic welfare into the background. After aid to cities
rose by more than 300 percent during the 1970, it
dropped under Reagan, and as the Washington lifeline
became ever weaker, taxes and borrowing by local gov-
ernment rose, making the cities even less competitive.

At the same time, the rapidly-shifting global market-
place has made it less likely that today’s billionaire is
eager to embrace the role of responsible urban citizen.
“Globalization has changed people’s loyalties,” observes
Mike Bowlin, president of ARCO, a key player in Los
Angeles’ business/civic establishment.“Twenty years
ago ARCO had Los Angeles in its heart, and we were
more of a regional company. Today our operations are
all over the country and the world. So the shareholders
have to ask, why is Los Angeles more important to you
than Singapore?”

Many of today’s corporate executives grew up in the
“me” culture of the 1960s and reject out of hand the
old standards of nablesse oblige. Costikyan argues that

THE STATE OF LONG ISLAND:
NEARLY DEFENSELESS

y 1993, Long Island's

public and private |eaders

recogni zed a need for sone
new thinking. Suffol k and Nassau
counties had lost 25,000 jobs in
three years to the recession and mli -

tary cutbacks, and the region had few

other industries to fill those shoes.
Wth help fromthe state’s Enpire
S ate Devel opnent Qorporation, the
assenbly of Long Island’ s nany
chanbers of commerce, the Long
Island Association (LIA), crafted a
conpr ehensi ve sector strategy.

Qrer the past six years, LIA has
hel ped fuel grovth in five clusters:

bi ot echnol ogy, graphi c communi ca-
tions, electronedical equipnent, elec-
tronics, and software. LIA found that
locally, each of these industries was
typically a the ‘boutique’ level: snall
start-up firns enpl oying one or two
peopl e. By establishing vibrant trade
organi zati ons, assisting wth access
to capital and hel ping wth narketing
efforts, the LIA has hel ped these
i nportant high-tech industries bring
close to 15,000 new j obs on Long
I'sl and since 1995.

To hold itself accountable for its
vork, LIA has set a goal of creating
28,000 jobs in five years in the

appoi nted five clusters. “It’s not
enough to just know what your
growth sectors are,” says Ir. Pearl
Kaner, chief economst at LIA “The
[job targets] put us on record. It
keeps everybody focused on these
clusters.”

By far, LIA's biggest acconplish-
nent has been workforce retraini ng.
Fromenergi ng high-tech firns | ook-
ing to conpete wth Slicon Alley to
| arge defense corporations changi ng
their focus to conmercial products,
there was a desperate need for
enpl oyees wth the right skills.
Recogni zing the need to retrain the



the changing character of New York City’s economy,
increasingly dominated by Wall Street financial interests,
has even further weakened the ties of business elites to
the city. Such giants as J.C. Penney, W.R. Grace, American
Airlines, Mobil and Atlantic Richfield have all followed
the national tide to the South and West. Other compa-
nies routinely threaten to leave—whether they intend to
or not—to get generous tax abatements from city gov-
ernment.

And Wall Street, which remains the bulwark of
Manhattan’s economy, is by nature a “transactional” com-
munity, with most of its funds and profits originating
from investments elsewhere. So its ties, Costikyan
observes, “tend to be pretty tenuous.”

It doesn’t have to be this way. In some places, such as
Cleveland, strong business leadership has worked to stave
off economic collapse. With the support of some 90 lead-
ers from companies such as TR, Nestle and Bank One,
the organization Cleveland Tomorrow initiated a series of
economic development reforms and downtown projects
like the Rock and Roll Hall of Fame that eventually
helped Cleveland recover from a long period of decline.

In New York, the New York City Partnership, founded
by David Rockefeller, helped to build nearly $2 billion
of low-to moderate income housing over the last twenty
years. But such corporate-led efforts became increasingly
problematic as the decade drew to a close. Even though
many members of the city’s old-money establishment
retain roles of civic leadership, the city’s latest beneficiar-
ies of the boom economy aren't civic leaders.

Part of the problem is size of the city. In contrast with
New York and Los Angeles, many smaller cities and met-
ropolitan areas have developed effective leadership. A
classic example is the Research Triangle area of North
Carolina, where almost three decades ago a group of
local business, government, and academic planners set out
to develop an eight-mile-long series of industrial parks
within close range of Duke, the University of North
Carolina and North Carolina State. Because of their
scale, mid-size cities benefit from a more tight-knit lead-
ership.“We have a great sense of common purpose that
holds us together here,” says Pat Davis, a Seattle port com-
missioner.

That common purpose isn't always so easy to see in
mega-cities such as New York and Los Angeles. But their
ability to compete with smaller cities will hinge on the
capacity to reinvigorate the local elite. That elite must be
willing to be reinvigorated and that's the challenge.

If New York is willing to be responsive to the needs
of business leaders by devising a sector-based economic
development strategy, will these leaders be willing to
accept the mantle of civic leadership?

Joel Kotkin is a senior fellow with the Pepperdine Institute for
Public Policy and research fellow in public policy at the Reason
Public Policy Institute. He writes the monthly column
“Grassroots Business” for the New York Times.

O

COUNCIL EMERGING INDUSTRIES:
ENTREPRENEURS NEED ASSISTANCE NOT POLITICS

here’s no better

pl e of the chaotic nature

of New York dty's sectoral
devel opnent efforts than the
Energing Industries Fund, originally
proposed by the Aty Gouncil nore
than three years ago as a way to
generate seed capital for upstart
sof tware, new nedi a, bi ot echnol ogy
and phot oni cs conpani es.
Establ i shing start-up funds was sup-
pose to be a snart way to ensure
that New York woul d have a stake
in these 21st century industries. It
didn't turn out that way.

exam

In 1997, the CGouncil bud-
geted $25 mllion for the proj -
ect, but the noney was never
spent. For two long years, protract -
ed battles ensued between the
nmayor, dty Qouncil and the city
agenci es charged w th adm ni stering
the fund. Argunents ranged from
who woul d get credit for the fund
to how the noney was to be allo-
caed. Anadly, inthefal of this
year, the Quncil, Myor's office
and the city’'s Economc
Devel opment Cor poration came to
an agreenent. The $25 million

If NewYork is wlling

to hel p I ocal business-

es, industry | eaders
nust be wllingto
take civic responsibili -
ty.

woul d

be di spersed by an

advi sory board stacked with
appoi ntees of the mayor and city
counci | menber s.

The noney is expected to be
sone hel p to snal | er busi nesses
that typically have | ess access to
capital. Ustart new nedia firns
“can al ways use angel investors,”
says Jason McCabe Cal acanis, editor
of the Slicon Alley Reporter, adding



Economic Guides

With virtually every region of the country trying out a
sector plan, a new industry of consultants has arisen
that can serve as a key resource in beginning a new
program. Most are competent; some excel. The good
ones understand that a sectoral plan is an organizing
tool and a process: one part research and two parts
action. Here are four of the best:

Mt. Auburn Associates: Based in Somerville,
Massachusetts, Mt. Auburn has been working in the
field of economic strategic planning for more than 15
years. The firm has built a reputation as one the coun-
try’s most creative sector analysts, specializing in a
ground-up approach that includes both business and
neighborhood leaders. Mt. Auburn has worked exten-
sively across the country and in virtually all of the
Northeastern states. They have a long track record in
New York, working in a dozen regions from Brooklyn
to Essex County. The group has published a very help-
ful series on sector strategies for the Ford and Mott
Foundations that details both public and private
approaches. See: www.mtauburnassociates.com

Collaborative Economics: Nestled in California’s
Silicon Valley, the country’s premiere sector consulting
firm specializes in “strategic leadership.” The company
is generally called in when top business leaders and the
governor or mayor have agreed to work together, but
aren’t sure of the first steps. Collaborative Economics

has helped engineer statewide cluster strategies for
Arizona and California and has written “Grassroots
Leadership,” a book that uses case studies to explains
current economic changes and how to organize around
them.
See: www.coecon.com

Regional Technology Strategies: With offices in
North Carolina and Massachusetts, RTS is known to
bring a solid theoretical foundation to all of its projects.
The company has published reports, guidebooks and
articles and held international conferences, as well as
performing in-the-field economic restructuring efforts
with CEOs, state planners and college presidents. RTS
is particularly adept at building new industry consor-
tiums and linking them to educational institutions.
Currently, RTS is working with the Empire State
Development Corporation in Albany to improve state
workforce strategies along sector lines. See:
www.rtsinc.org

Battelle: Ohio-based Battelle is one of the country’s
largest non-profit research organizations. The company
is know for pioneering new discoveries in the hard sci-
ences, but has also established a formidable consulting
arm focusing on technology. Over the past ten years,
Battelle’s Technology Partnership Practice has assisted
various non-profits, state governments and cities
(including New York City) in developing, implement-
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At the moment, things are going so well in New York, it may seem an odd time to suggest major changes in the way
the city frames its economic development policy.

In fact, it’s the perfect time for a change.

For years, experts have maintained that there are serious problems with the way the city deals with business.
They're right. Under New York’s current antiquated policy, the city is not supporting companies that need assistance
while giving prosperous corporations huge tax breaks if they give the slightest inclination they are moving across the
river.

We may not feel it now, but it’s a policy that could have disastrous long-term effects on the city's economy—it
might bust our boom. Focusing assistance on one company at a time neglects the dozens of high-growth small busi-
ness sectors and fails to address many of the core issues that even the Fortune 500 set are concerned about. With no
real economic plan the city leaves itself vulnerable—as it has for over a century—to a perennial cycle of boom and
bust that other states have prepared against.

The Center for an Urban Future is proposing to re-focus New York’s efforts by providing help to growing sec-
tors of our economy, not just individual corporate behemoths. It won't require opening our wallets any wider, but
it will require that we open our minds to a new economic order—and, unfortunately in New York, that’s often the
hardest thing to do. Here are the Center’s recommendations:

Create an Economic Status
Report for New York City

The mayor and the City Council must conduct a
bipartisan, non-political and realistic assessment of the
city’s economic conditions. Amazingly, this has never
been done in a comprehensive fashion. The city should
conduct an annual sector-based survey, an “Economic
Status Report,” to be released twice a year in conjunc-
tion with the Mayor’s Management Report. Given that
the economy has a major impact on the quality of life
in the city, an Economic Status Report is likely to
quickly become a scorecard as valuable as the MMR.

An ESR would not drain resources or require a huge
staff. Other cities and states that have done one usually
bring on just two to three staff people to coordinate
new sector tracking work and synthesize economic data
already collected by other agencies

Importantly, the new ESR shouldn't just be pub-
lished, filed and forgotten. It must be the central docu-
ment used for planning the city’s economic develop-
ment policy.

Switch to a sector-based
development approach

New York must move a greater portion of its resources
from tax abatements to smaller sector-based grants.
This is not to say the city should abandon its efforts
to keep big businesses from fleeing—just that we must
be more prudent about how we give away these mil-
lions. The time has come for the city to shift its think-
ing from corporate retention to business support. These
grants are needed to construct incubator space, under-
write export assistance and provide targeted training.

Get business _
leaders INVOolved

In conjunction with the ESR, the mayor’s office
should convene a business cabinet composed of the
city’s most dynamic and influential business leaders.
The group, to be led by the Deputy Mayor for
Economic Development, should meet periodically to
discuss the results of the ESR and how best to direct
the city’s economic development efforts. This strategy
has been very successful in Massachusetts and
Connecticut, allowing these states to hear directly
from sector leaders what policies make sense.

Partner with public/
private enterprises

Wherever practical, the city should replace direct gov-
ernment assistance to business with public-private
partnerships that support themselves. Grants to sectors
are intended as short-term pump-priming measures,
not as long-term corporate welfare.

After the city has provided the necessary assistance,
it then needs to step away. In its place, the city should
help clusters of companies—which are often fractious
and competitive with each other—create trade associ-
ations and economic development agencies. Only
through such vibrant intermediaries can businesses
begin helping themselves and more directly articulat-
ing their needs to their public officials.
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For more information visit our web site at www.nycfuture.org

A Forum on Sectoral Approaches to Economic Development
Co-sponsored by the Center for an Urban Future and J.M. Kaplan Center for New York City Affairs

February 24th at 4 p.m. at the New School University

Keynote speaker: H. Carl McCall, New York State Comptroller
Panelists: Ed Ott, Central Labor Council; Walter Stafford, New York University; Michael Lobdell,
JP Morgan & New York City Investment Fund; Michael Kane, Mt. Auburn Associates

For more information or to RSVP please call 212-989-0633
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