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ies, based on urban regime theory, suggest that four local factorsin particular have an
impact on strategic policymaking: coalitions of public and private actors, a transforma-
tion of the coalition after the onset of decline, intergovernmental relations, and the se-
guence of decisionmaking. This study explores the extent to which these factors were
associated with strategic responses to decline in four deindustrialized cities in Germany
and the United States. All factors are found to contribute in an interdependent fashion to
higher strategic capacity, but of critical importance is the sequence of decisionmaking,
because it exaggerates the impact of structures. Thus, local coalitional decisionmaking
processes are clearly of central importance for advancing federalism theory. The study
also reveal s weaknesses in the urban regime approach, which should focus less on simply
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INTRODUCTION
Political Responsesto Economic Bad Times

Asthe costs of deindustrialization increased over the course of the 1970s and 1980s,
politicians in the advanced industrial democracies came under pressure to respond in
some way in order to promote growth in declining areas. Consequently, governments
became more active and innovative in economic development, effectively reinventing the
field. Scholarsfollowed politicians into the field to identify factors that explain the poli-
cymaking trends of the past decades.

Federalism sometimes was offered as one such factor, and many researchers and
politicians even purported that decentralization and local autonomy make for better deci-
sionmaking in economic development. Federalism theory advances empirical arguments
about the effect of federal institutions on local decisionmaking. It also advances a nor-
mative argument that microeconomic policies (those designed to impact the economy
selectively) are best made by local governments because, given the constraints and in-
centives created in federal systems, they are more likely to act on market information.
Thus, it isargued, local government allocates aid more efficiently, and federalism brings
"good government,” i.e., an efficient alocation of public aid. Yet, thereisactualy no
such thing as "federalism"; there are many federalisms. Federal institutions only create a
framework of incentives and constraints on local action, and within this framework, a
multitude of situations arise for local governmentsin any particular federal system.

Current explanations of local policy choices are unsatisfactory because scholars fo-
cus too much on generic, national institutional explanations of policy output such as

"federalism." For better explanations, we must also look at factors that influence the pro-



cess of policy adoption in citiesin federal systems. Actualy, federalism theory offers
some underappreciated insights about why local policy processes are significant, and
newer studies based on the urban regime approach yield testable hypotheses about what

factors are important in shaping these processes.

Urban Regime Theory and the Problem of Strategic Action: Hypothesesfor Testing

When we look carefully at the claim that federalism sets up the conditions for "good
government,” it is clear that this potential can be realized only when local governments
use their autonomy to select policies strategically. Strategic action in economic devel-
opment policy means weighing the costs and benefits of policy alternativesin considera
tion of particular local problems, market opportunities, and resources.

Actual practice in federal systems often failsto live up to theoretical expectations.
Indeed, the case study literature reveals a puzzling variety of policy responses by dein-
dustrializing cities, showing that some cities responded strategically, while others did not.
Thisvariation al'so holds true for cities in the same federal system. Although federalism
theorists argue that city leaders are forced by market processes to behave strategically,
given the variation in policy responses of different cities within single federal systemswe
have to conclude that being embedded in federal institutionsis clearly not a sufficient
precondition for strategic responses to decline.

Case studies of local decisionmaking show that local officias typically face severa
similar barriersto strategic policymaking. Barriers such astoo little information and
scarce resources mean that city leaders are not always able to make good on the effi-
ciency advantages associated with federalism. Quite apparently, then, other factors must
have been present in some declining cities that made it easier for their leaders to respond

strategically to decline. The purpose of this study is to identify these factors.
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Although we know little about the factors associated with strategic decisionmaking

at thelocal level in times of change, recent studies arising from the urban regime ap-
proach draw out one point of commonality among most large cities: urban decisionmak-
ing is made by coalitions of public and private actors who are well known to each other
and cooperate repeatedly on different policies and projects. This suggests that the ability
of local governments to respond strategically to decline dependsin large part on the re-
strictions faced by such coalitions.

Four factors in particular stand out, leading to four hypotheses about the impact of
local decisionmaking on strategic responses to change. First, deindustrializing cities with
working public-private coalitions are more likely to respond strategically to decline be-
cause only coalitions can generate the resources necessary for policy action. Second,
cities are more likely to respond strategically in which the preexisting coalition structure
was transformed after the onset of decline. Third, guidance and aid from higher-level
governments is expected to make local responses | ess strategic.

Fourth, not only the structure of networks but also the dynamics of coalitional deci-
sionmaking can have uncontrolled and unintended consequences that may increase or
decrease the strategic potentia of local government responses to decline. Decisions
made at an earlier point in time and the collective experiences with success and failure
produce incentives that guide later action. These incentives may serve to make policy-
making more strategic, for example by bolstering the acceptance of new policies and the
individuals responsible for them. However, if these incentives are not countered by the
input of new information about changes in the local economy, such incentives will serve
to make policymaking less strategic over time as local actors continue supporting old,

superannuated policy responses.



Resear ch Design

A study was conducted to test the four hypotheses. Cases were selected from two
federal systemsin order to test theimplication, dawn from the case study literature, that
the way cities respondto dedine varies for the same reasons in different courtries. We
shoud investigate this possbili ty and modify American federalism theory to apply to
other federal systems, if common causal factors are discovered. Crosshational compari-
sonisan appropriate way to dothis.

The phenomenon d interest for the study (the dependent variable) is the degreeto
which cities adopted growth pdicies grategically in resporse to econamic decline. Be-
cause "strategic-ness” of resporses canna be measured dredly, it is operationalized us-
ing observable dharacteristics that correspondwith levels of difficulty in econamic de-
velopment palicymaking: the number of areas of econamic development activity in
which a dty engages smultaneously, the spedficity of its development targets, the com-
plexity of its organizational structure, and the degree to which the eff orts of different lo-
cd organizations are wordinated. All of these dharaderistics of palicymaking are diffi-
cult to achieve, bu if a dty can achieve them, we an as<ert that its response was also
more likely to have been adopted strategicdly.

The independent variables of this gudy are the structure of local networks of ded-
sionmakers, the aili ty of networks to transform themselves after the advent of econamic
dedine, the influence of higher-level governments, and the dynamics of dedsionmaking.
The hypothesized rel ationshi ps between the independent and dependent variables are
formulated in the form of four propasitions for testing. The operationali zation d thein-
dependent variablesis qualitative, requiring ahigh level of detail intheinformation gath-

ered abou the adors and adivities in each city's econamic development system.



5
The structure of locd coaliti ons was evaluated comparatively using interviews with

the adors who were resporsible for ecmnamic development decisionmaking in each city
over the past two decades. To measure the distribution o power in dedsionmaking net-
worksin the four cases, each city's dedsionmakers were asked to identify the most influ-
ential individuals in econamic development palicy in a snowballi ng process From the
pattern of "votes," aranking of important actors was compil ed for each city, here referred
to asa"reputational ranking." Such reputational rankings have qualiti es that can be com-
pared: the asolute number of individualsidentified as important, the kinds of institu-
tional bases represented by these individuals, and the distribution d influence anong
them. These qualiti es aso allow an evauation d whether a dty's dedsionmaking was
characterized by a @adliti onin the sense of urban regime theory, and they also allow a
systematic comparison d network structures acrosscities. These rankings, biographical
information about the important adors themselves, and further information provided by
interviews, newspaper articles, officia documents, and secondary sources were used for
eva uating the influence of the other three independent variables.

Given the high degree of detail needed for assessng the dependent and independent
variables, a cae study approach was unavoidable. Given resourcelimitations, the num-
ber of cases had to be kept very small. The selection d U.S. and German cases foll ows
from the logic of comparison, which necesstated selecting two citiesin dfferent federal
systems that resporded in asimilarly strategic manner to similar ecnamic changes. The
United States and Germany were selected because they have simil ar institutions of feder-
alism and alarge number of big cities.

Seledion d the set of deindustriali zing citi es in western Germany and the United
States after 1970is based onpopuation size and an evaluation d locd econamic indica

tors from the end d the 1960Gs through the mid-198Gs. This evaluation showed that 33
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large U.S. cities and 22large German citi es underwent simil ar processes of deindustriali-

zation ower thisperiod d time, measured in terms of manufacturing job lossthat was not
fully compensated by gainsin ather sedors. The four case study cities were identified by
making inquries with econamic development officialsin each o these 55 cities. Offi-
cialswere asked questions related to complexity, i.e., the level of "difficulty” of eco-
nomic development adivity in the 1980s. Based ontheir responses, Dortmundand
Providencewere seleded as representative of those that put together aresporse to dedine
that was more strategic relative to ather deindustriali zing cities in the 198Gs.

The comparison d Dortmundand Providencejustified atentative agument that all
four hypathesized fadors aid citiesin puting together strategic resporsesto declinein
federal systems. The cases aso provided insight into the dynamics of decisionmaking in
the palicy adoption process confirming the old suspicions of regime theorists that these
kinds of sequential dynamics have acentral role to play in the development and transfor-
mation d urban regimes. In bah Dortmundand Providence, the dynamics of dedsion-
making were charaderized by aninitia crisis stuation that galvanized elite opinion, by
the quick successof the dty'sfirst resporse to dedine, and by the feedback of success
into the aoaliti on such that the aspirations and confidence of their newly reorganized
pubic-private aaliti ons were boosted.

The main subjed of study is grategic dties. However, looking at strategic dties
alone caana provide sufficient grounds for the agument that any particular factors they
have in common are universally important. One caana know if these fadors are not also
commonin cities that did not respondstrategicaly to dedine, unessone dso looks at
dedsionmaking processes in norstrategic dties. To alow for such a @ntrol, the study
also includes one German and ane American city—Augsburg and Louisvill e—that expe-

rienced econamic problems smilar to those of Dortmundand Providence but did not re-
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spondstrategicdly in the 198%. The processof seledion d the control cases was identi-

cd to the seledion d the strategic dties.

Whil e the mmparison d Dortmundand Providence done cnfirmed the expedations
of the eisting literature, the experiences of the wntrol cases of Augsburg and Louisvill e
resulted in some surprises and chall enged these expedations. The biggest surprise was a
remarkable transformation d Louisvill €'s ecmnamic development system, which ower the
course of the late 19805 and ealy 1990 became the most strategic econamic devel op-
ment system among the four cases gudied. Surprising, too, isthat policymaking in the
strategic dties of the 198G—Dortmundand Providence—beame less srategic in the
199Gs. Confining the study to the 19805 would skew our picture of which econamic de-
velopment systems actually worked ou the most strategic response to dedine, for what
seamed to be working in the 198Gs turned ot to be rather short term inits positive d-
feds. Equally interesting are the processesin Louisvill e, which eventually produced a
highly strategic resporse to decline, although it took longer to generate. Consequently,
the timeframe of al four cases was doulled to include the two decades between 1975and
1995. Extending the timeframe of comparison revealed that palicy adoption in Dortmund
and Providence beame less srategic in the 199Gs. Thus, expanding the time frame of
the study eff ectively doulded the number of casesto eight. The longer time frame pro-
vided amore mmplex picture of the processof response to econamic dedine and gened

the doa to amore general explanation d strategic resporsesin deindustrializing cities.

The Argument
The four fadors hypaothesized to be associated with strategic resporsesin the litera-
ture ae interdependent in ways that are, at first glance, qute puzzling because they seem

to beinconsistent over time. Yet, it ispossbleto pu together asingle, consistent expla-
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nation d strategic resporses and variation among deindustriali zing cities in federal sys-

temsthat is consistent with all four casesin this gudy in bah the 1980 and 199G.

The evidence presented here anfirms the hypaothesis that coaliti ons are necessary for
strategic resporses to change, for every city that mustered a strategic resporse had a wa-
lition d key pulic and private actors. Just as hypathesized, such coaliti ons must trans-
form themselves after the onset of dedine, and this transformation must be refleded in
the cnsensual goals of the aoalition. Contrary to expedations, guidance and aid from
higher levels of government did na block strategic adion; indeed, aimost all of the proj-
edsthat are cnsidered succesgul in the four cases depended on hgher-level aid for their
completion, so in this snse higher-level governments make particular palicies or projeds
possble in thefirst place adthus are dso necessary for strategicdly seleded pdicies
and projeds. However, we caina assert that state and retional government assstanceis
necessary for strategic action generally. Only in the German cases were state officias
involved in determining the diredion d local padlicies and projects, and oy in Dortmund
did the invalvement of higher-level officials srve to suppat strategic policymaking.
Finally, the studies foundthat elements of dedsionmaking dynamics—a much theorized
but understudied asped of urban regime theory—were of grea importance for explaining
why some dties responced strategically at particular times. Coaliti ons must experience
successearly onin their eff orts to respondto decline, and this successmust feed badk in a
processthat balsters coalition members' aspirationsto domore. Thisis aprocess
whereby ealy dedsions and early experiences with successhave an influence onthe
long-term abili ty of city actorsto maintain a strategic resporse to dedine; in ather words,
what happens in the earliest stages of a dty's resporse to dedi ne has unintended conse-

guences for its resporses many years later.
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The complete explanationfor strategic palicymaking in loca governments' resporses

to econamic dedine centers on the presence of coaliti ons and their changes, intergovern-
mental aid, and coalitional dedsionmaking dynamics. The key to understanding the tim-
ing of therise andfall of strategic policymaking is related to the dynamics of dedsion-
making, espedally the successor failure of a daty's earli est resporses to dedine. Sequen-
tial effectsin network pdicymaking have figured prominently in urban regime theory,
but they have been underappreciated in empirical research. This gudy foundthat dy-
namics can explain the timing of strategic resporses, bu they work only by reinforcing
strategic palicymaking in cities when the right kind o governance adlitionsarein place
Dedsionmaking dynamics only serve to exaggerate the impad of the structures of gov-

ernance networks and intergovernmental aid.

Outline of the Study

Chapter one provides areview of the problems of, and pdicy resporses to, econamic
restructuring on the national, state, andlocal levels. It elaboratesin greaer detail the
state of current knowledge abou the relationships between local dedsionmaking and
cities resporsesto locd econamic decline, concentrating espedally on recent devel op-
ments in federalism theory and the urban regime gproach. The airrent literature dlows
us to make some good guesses abou what might make dties' resporses to decline more
strategic, and these ae formulated in terms of four propasiti ons for testing.

Chapter two outlines aresearch design for testing the propasiti ons derived from the
urban regime literature. It revolves aroundfour elements: the need and justificationfor a
comparative gproach, the operationali zation d the dependent and independent variables,

case sdedion, and data oll edion.
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Before moving to the cae studies, the common criti cisms of comparative urban

studies are aldressed in chapter three Some argue that local pdliti csis overdetermined
by national institutions 0 that locd |eaders are not freeto make padlicy choices. Others
argue that local pdliti csis underdetermined—that paliticd dedsions are unique from city
to city, being highly multicausal and influenced by local fadors which depend on far-
ticular locd circumstances. If these aiticisms are corred, then crosssystemic compara-
tive urban studies are senseless In the first case, al regulariti es are dependent on re-
tiond ingtitutions. In the second case, there ae noregularities. To addressthese criti-
cisms, the diff erences and simil ariti es of the American and German federal systems are
laid ou, as are the pdliti cd and econamic particularities of ead case. Actually, the

avail able information onGerman and American deindustriali zing cities does not suppat
the aitics arguments. Cities within the U.S. and Germany vary widely in their resporses
so that national padliticd systems canna be overdetermining locd paliti cd resporses.
Likewise, very different American and German cities show intriguing simil arities along
dimensions suggested by the literature & being causally related with strategic resporses.
Thus, differencesin national institutional systems andlocal contexts adually suggest that
more aqossnationa research shoud be undertaken to identify common factors that help
cities respondstrategically.

The comparison d Dortmundand Providenceis presented in chapter four. Dort-
mundis atraditional industrial city located onthe eatern edge of the Ruhr River Valley,
Germany'sindustrial heartland. At the height of itsindustrial might in 1970,Dortmund's
principal industries were @al, steel, and beer. Thistroikawas more than a olledion o
locd industries—it was the foundition d an entrenched and confident blue-collar culture.
Thisworker culture extended into pditi cs, attitudes about urban development, and many

other areas of city life. The decline of Dortmundindustry anditsindustria culture was a
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long processthat impaded the mal industry in the 195Gs before it hit sted and krewing in

later decades. However, the most severe shock to residents came when the local sted
giant's plan to close down most of itslocd operations was made ancrete and publicin
1980. In resporse, the preexisting coalition d private-sector and pubi c-sector leadersin
econamic development made an unexpeded move: it rejuvenated itself by drawingin
new members and setting new goals. New padlicies were adopted with the intention o
helping laid-off workers and aaquiring or fostering hightech firms. The dty then at-
traded immense resources from higher levels of government for its padlicies. Its eco-
nomic development effort centered on ae of Germany's first techndogy parks, experi-
enced quick successand was expanded upon. Although itsinnowetive activity did na
extendinto the 19905, Dortmundwas able to effed a remarkable turnaroundand is now
home to several major corporate headquarters and many firms gedalizing in software
and high techndogy.

Providence, ore of America's and most successul shipping and industrial centers,
has been constrained in recent decales by its gnall size, itslocaioninthe midde of a
balkanized web of townships, and its dependence on the ups and dawvns of the nearby
metropdis of Boston. Despite asteady declinein the locd textil e industry after the
1920 and 193G, Providencewas gill one of the nation's drongest manufaduring centers
at the end o the 196Gs. This changed quickly in the crisis year of 1973,when President
Nixon cedded to close some large military install ations in Rhode Island, which in turn
gravely threatened private shipbulding operationsin the state. In the sameyea, a
prominent insurance mmpany decided to leave the downtown areg making it clea that
Providence's white-coll ar firms were seeking haven in the suburbs from the urban decay
that was affli cting Providence In response, owners of downtown real estate and ather

private sedor adors created a new econamic devel opment organization that went onto
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transform permanently econamic development decisionmaking in the dty. This private

sedor group quckly enlisted the adive suppat of eleded dficials, first at the locd level
and then among state and national governmental officials. The goals of thisincreasingly
well coordinated and succes<ul pulic-private @aliti on were focused strictly on renew-
ing downtown, and by the end d the 1970s immense public resources had been invested
in development projeds centered aroundredaimed rail yard acreage in the dty's center.
By the end of the 19805, the puli c-private network in Providence had turned the 1973
low paoint into a distant memory. Providenceis now cdebrated as an American "renais-
sance' city.

Based oninformation provided by econamic development officials ontheir activi-
ties, Augsburg and Louisvill e were chasen to represent the set of citiesthat did nd read
strategicdly to dedinein the 1980Gs. These "control” cases are detail ed in chapter five.

Augsburg islocated in Germany's relatively affluent south, being one of the region's
few heavy industrial centers. During and after World War 11, Augsburg becane afa
vored site for the production faciliti es of firms headquartered in the nearby Bavarian
cgpital of Munich and elsewhere. Its manufaduring tradition, and the proximity to Mu-
nich stifled growth in service sedor industries, amajor disadvantage when the locd tex-
tile industry began its geep dedinein the 197Gs. Augsburg aways had enjoyed arela
tively diversified industrial mix, however, and the successof the dty's moderate eff orts at
aquiring anew electronic comporents production facili ty in the 1980 put residents and
city leaders at ease. Econamic development eff orts through the end d the 1980s thus
remained very modest. However, new global market condtions arising in the wake of
German unfication andthe fall of communism in esstern Europe aeaed anew crisisin
Augsburg and €li cited new concerns over econamic dedine and econamic devel opment

palicy. Yet, even after interest in ddng something abou dedine increased in the 199Gs,
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Augsburg's development activities remained ad hac in nature, and locd adors have yet to

crede a oalitionthat closely unites private and pubdi c-sector interests.

The greater Louisvill e aeahad beame one of America's most highly industriali zed
regions by the 1970, boasting high employment in cigarette, appliance, and automobile
manufaduring. A creeping wave of plant closures that began in the 1970 was of con-
ceantolocd officias, bu efforts to respondto change—focusing onthe aeas of indus-
trial aaquisition, dfice mnstruction, and indwstrial parks—yielded very disappanting
results through the 1980s. A decade-long eff ort to unfy city and courty government and
to centrali ze the private sector finally bore fruit by 1988. After the organizations respon-
sible for econamic development creaed a single organizational umbrellafor directing
their adivities, aregional development plan was finally drawn upand implemented.
Now that the region hes an overarching plan, the experience and enthusiasm present
among alarge number of individual actors and aganizations that sprung upin the Louis-
ville aeaover the curse of the 1980 and 199G is being channeled into a wide range of

coordinated development adivities.

So What? Findings, Implications, and Criticisms

The concluding chapter presents the full explanation, as outlined abowve, for variation
in resporseto dedine anong deindustriali zing citiesin federal systems. The study's
findings have implicaions for federalism theory, urban regime studies, using aggregate
datain investigations of local pdlicy adogtion, the professon d locd econamic devel-
opment, and international urban studies. These implicaions are dso detailed in the on-
cluding chapter.

The dissertation ends by anticipating a aiti cism of this gudy's narrow focus on em-

nomic development palicy, namely: al of the waliti onsin this gudy were judged ontheir
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abili ty to pursue growth strategicdly, yet whoisto say that growth is a goodthing?

Critics of growth pditi cs note that econamic development coaliti ons em always to
serve the interests of anarrow band d eliteswho profit financially from downtown land
development. These aitics might argue that the important question is not whether cities
can respondstrategically to decline, but rather, whether cities can balance dl of the wn-
cens arising from deindustriali zation, bdh social and econamic, in afashion that ad-
dresses the needs of a broad set of citi zens.

The research presented here dearly affirms critics' suspicions that there is atrade-off
between growth pditi cs and equity. However, it also shows that these dfects were miti-
gated more eff ectively in some dtiesthan in athers. "Plura™ growth €lite walition
structures are possble. Make no mistake—one condtion d successfor such coalitionsis
the aili ty to circumvent democratic controls. However, plural and strategic coaliti ons do
focus efforts on areas beyond mere land development, and the broader econamic devel -

opment eff orts are, the more likely growth will benefit awide variety of social groups.



CHAPTER 1
LITERATURE REVIEW

This study has been composed from several different elements. a concern with the
concentrated effects of deindustrialization in traditional manufacturing cities, arguments
regarding the purported advantages of federal institutions for cities responding to decline,
the behavior of local governance coalitions, and atest of four particular factors that are
associated with strategic responses to decline. What is new and valuable about this re-
search is not these elements but, rather, the way this research seeks to combine them to
create anew way of understanding how the world works. This research seeks to connect
different areas of inquiry, and the purpose of this chapter isto explain how this study is
linked to each of them.

The first section of the literature review offers an overview of empirical trends, in-
cluding deindustrialization and new economic development policies on the national, state,
and local levelsin Germany and the United States. It also reviews the available studies
of how particular cities responded to deindustrialization.

The second section reviews the existing theoretical speculation on why governments
can or cannot respond effectively to economic decline. Thisliterature has two important
weaknesses. EXxisting investigations into local government responses to decline are still
dominated by the earliest, national-level studies. The available research aso tends to
ignore processes of decisionmaking and policy adoption in favor of generic institutional
explanations of policy outputs. Inthistradition, "federalism” is sometimes offered as an
explanatory factor. Yet, federalismisonly aframework that enables different levels of

government and different jurisdictions to do different things. The framework itself can-

15
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not explain very much, espedaly if we ae amncerned abou subrational governments.
The literature review below shows that federalism theory and studies of urban dedsion-
making can make amuch more significant contribution to the discourse of resporsesto
dedine than has been recognized so far. Over the past two decades, schalars developing
federalism theory and thase using the urban regime gproach have offered many hy-
potheses and have accumulated awedth of information abou the process of padlicy
adoption at thelocd level. Thus, thelast section d thisliterature review turnsto these
literatures to coll ed some basic hypatheses abou which factorsin the loca palicymaking
process ®rveto make dties resporsesto decline more strategic. Testing these propasi-

tionsisthe central focus of this research.

Empirical Trends

Deindustrialization and Economic Restructuring

Cycles of growth and dedine have accompanied cgpitalism sinceits eali est stages,
but there ae goodreasonsto pant to the 1970s as the decade in which capitalism under-
went its first transformation after World War I1. Until then, econamic condtionsin the
advanced capitali st courtries had favored investment in industrial production. Industry in
the United States, for example, returned profits of about 15% oninvestment during this
time period—arate that compared favorably with ather investment oppatunities. There-
after, however, the relative advantage of industrial investment declined steeply, and, in
resporse, the management of many large industrial firms dedded na to modernize their
older factories. Investment shifted, rather, to new plantsin cheap labor courntries or to
new and more profitable seaors (Bluestone and Harrison 1982 6). Likewise, Wall Stred

investors turned their attentionto ather sectors or to takeover battles. The aaof big fac-
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tories employing thousands of semiskill ed, due-collar workersin the historicad industrial
heatlands of Europe and Americawas over.

Asaresult of declining profitabili ty in manufaduring, the advanced capitali st
eoonamies sw agradual but permanent dedine of the manufacturing sedor's are of
GDP and employment from 1965to 1985. Growth in services over the same time period,
however, was quite steep so that services overtook manufaduring as the dominant eco-
nomic sedor in al of the nations of North America and Western Europe. This transfor-
mation was embedded within amore cmmprehensive transformation d urban pditi cs on
the heds of global econamic changes now referred to as "globali zation" (Harris 1997,
Knox 1996 Smith and Feagin 1987. The most significant charaderistics of globaliza-
tion are the increased pace by which markets for all of the comporents of econamic ac-
tivity—Ilabor, commoditi es, capital, and transportation—have become international in
scope. Although there is debate bou whether governments are powerlessto chedk glob-
dlization a, indeed, whether they adively suppat it (Weiss1997), fewer and fewer firms
are aff orded the luxury of alocd pricebuffer for their products. Firms must produce & a
pricethat is competitive globally or risk losing even local market share to producers
based somewhere dse onthe globe. Heavy industrial firms were the first to lean the
seriousnessof thislesson, bu in the future amajority of firmsin amajority of sectors
will | earn to think globally or risk going out of business

Whereas the benefits of globali zation are diff use, the negative impads of deindustri-
alization are wncentrated sedorally and regionally. The sedors hit hardest by dedine
were those that already had narrow profit margins by the late 196G. The dasdc "troika"
of dedine included coal mining, metal forging, and shipbulding. Productionin these and
similar sedors involved mature techndogies and processes that had become widely

avail able globally. As markets became increasingly liberalized in the 19605, industrial
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firmsin the newly industrializing countries, which were using modern technologies and
paying low wages, gained market share for their products. The steady rise of oil prices
after 1973 delivered another blow to many western manufacturing firms.

By the early 1980s, traditional manufacturing firmsin Europe and North America
had reduced payrolls by the tens of thousands. These layoffs affected mostly traditional
manufacturing cities, where heavy industry was born in the 19th century. Laid off manu-
facturing workers in these cities could find new jobs only in other regions, in other sec-
tors that require quite different skills, or in the local service sector for low wages. Thus,
regiona pockets of unemployment, urban decay, and social polarization emerged, and
efforts to deal with these problems topped local and even national political agendas.

Figure 1.1 shows that changes in absolute employment in mining and manufacturing
in Germany (abbreviated either as BRD for Bundesrepublik Deutschland or as FRG for
Federal Republic of Germany) and the United States followed roughly similar trends
from 1961 to 1993. Employment in both countries declined from peaks reached before
1980.

Manufacturing employment reached its peak in absolute terms by the early 1970sin
Germany and by 1980 in the United States, and the fifteen-year period from 1970 to 1984
encompasses the first long-term period of decline in both countries. Confidencein the
health of traditional manufacturing in industrial regions already had been shaken pro-
foundly during the 1970s by large layoffs. Then, manufacturing employment in both
countries plunged, responding to historically high oil prices and aworldwide recession,
reaching bottom in 1983 and 1984.

The 1970s and early 1980s were a culturally significant period in both countries be-
cause these were the years when industrial regions became regarded as problem areas.

Not coincidentally, the term "deindustrialization” and its German counterpart " Struktur
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Figure 1.1: Absolute Manufacturing & Mining Employment, United States and

Germany (BRD) in Millions

wandel" (structural change) became padlitica buzzwords exadly at thistime. The social

costs of econamic change becane amore salient issue, and the redi zation set in among

acalemics, journali sts, and many leading pdliti cians that the service sector had perma-

nently replaced manufaduring as the most important motor of new job creation.
Despite the similar trgjedories of their respective manufacturing sedors, the e®-

nomic and cultural impad of deindwstrialization in the United States and Germany was

different. Inthe U.S., bah the manufacturing and service sedors were robust relative to

other advanced industrial courtries. From 1962to 1984 the U.S. share of total industrial

employment in the world's twenty-four most industriali zed econamies actually increased

by abou 20% (Alonso 1989 224). Over the murse of the 19705, "close to 19million
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jobs were alded to the American econamy, of which over 90 percent were in the service
sedors' (Noyelle and Stanbadk 1984 1).

Deindustriai zation has been more significant culturally and econamicdly in Ger-
many than in the U.S., bu only sincethe 1980. During the 19705, total employment
increased by 694,000,as rvice sector gains more than compensated for a net lossof
576,000manufacuring jobs. Through this decade, deindustriali zation proceeaded gradu-
ally, with few dramatic fail ures of important national firms and few devastating plant
closures. A more dramatic downward slide in employment in the early 198Gs, however,
began to threaen the regulatory and welfare institutions that had always mitigated the
detrimental effeds of unemployment. Inthe 19805, uremployment in Germany in-
creased relentlesdy as codl, textil es, sted, shipbulding, and aher industries rationali zed
production, although Germany's most dramatic phase of deindustriali zation was yet to
come. After the 1990 urnfication d West and East Germany and a short econamic boan
in the West that ended in 1993 the new Federal Repulic has been undergoing a new
period o deinduwstrialization. The negative dfeds of deindwstrialization have been acute
in the East, but manufacuring employment in al parts of Germany has dropped, growth

has gagnated, and overall unemployment hasincreased to postwar record levels.

Regional and Sectoral Patterns of Decline in Germany and the United States

Regional variationin theimpad of deindustriali zation was typicd of both courtries.
In Germany, the North was dominated by traditional heavy industry and thus dedined
even as the small er and more flexible southern industries remained intact and quite prof-
itable. Two regionsin particular came to symbali ze these differences: the north's Ruhr
region and the southern state of Baden-W(rttemberg. The Ruhr was Germany's industrial

heatland, and the benefits of the postwar econamic boan were mncentrated there like in
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no aher European region. Large mal and steel conglomerates ran huge mines and mills
that employed tens of thousands with wages that had increased reliably year after year.
Although the glory days of the Ruhr had been admixed always with decli ne—crises af -
flicted coal in the 195G and steel in the late 1963s—unemployment was never a signifi-
cant problem urtil the ealy 198%. Ever sincethen, uremployment in the Ruhr has ex-
cealed the national average.

Aggregate manufacturing employment in Baden-Wrttemberg, like that of its neigh-
bor Bavaria, remained very robust until the 1990Gs. The southern regional econamies
were buoyed by strong exportsin the automobil e, eledrica comporent, and machine toad
sedors, and they enjoyed aboaming service sector. The South was home to alarge num-
ber of small and medium-sized enterprises, which were gparently much more "flexible"
and already adjusted to the methods of production that bring successin the highly com-
petitive global econamy: export orientation, speciali zation into niche markets, and the
spealy development of new products (Piore and Sabel 1984). In the 19805, these quali-
ties made many German manufadurers into winners of globalization. However, after
unification, the southern econamy took adip and finally felt the negative eff ects of inter-
national econamic change. The two main factors contributing to poor regional econamic
performancein southern Germany were the national recesgon that hit after 1993and the
opening of the nearby courtries of Hungary and the Czech Repuli ¢ for outsourcing.

Americas problems with deindustriali zation were largely concentrated in just afew
areas in the Northeast and Midwest, where numerous plants were dosed, whil e new fac-
tories were built i n the Sunbelt or in afew "innovation centers’ closeto university re-
seach fadliti es (Negrey and Zickel 1994 Bluestone and Harrison 1983. Decline cane
in threewaves, each affeding a diff erent region. The New England econamy was heav-

ily dependent on textil es at the beginning of the 20th century but underwent a period o
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dedine from the end d the 1930s through the 197G (Harrison and Kluver 1989 104).

Asthe 1970 progressed, New England experienced arecovery due to Boston's hightech
boam, while problems with deinduwstriali zation appeared in New Y ork, Pennsylvania, and
New Jersey (Bradbury 1984 42-45). Inthe 198G, the locus of dedine again shifted, this
time to the Grea Lakes industrial heatland areas. upstate New Y ork, Indiana, Ohio,

Michigan Illi nais, Minnesota, and Wisconsin (Markusen and Carlson 19®).

Defining Deindwstriali zed Cities

The transformation d the alvanced industrial econamies that occurred between 1965
and 1985 lad similar effedsin dfferent courtries. the dedine of manufaduring jobs, the
rise of employment in the service sedor, uneven regional growth and decline, and the
increasing speed of market transnationali zation. However, due to the uneven sectora and
geographic distribution o the advantages and d sadvantages of econamic restructuring,
the number of cities that have experienced serious problems due to this transformationis
substantially small er than the number of citi es that have seen losses in manufacturing
employment. Nonetheless the term "deindustriali zed cities' is often impredsely used
only to refer to thase dtiesin which locd manufaduring job losses are accompanied by
socia problems such as unemployment, powerty, or popuationloss(Koritz 1991, Bazen
and Thirlwall 1989 Hill and Negrey 1987).

Hill and Negrey (1987, in adefinitionwhich istypicd of the literature, define dein-
dustriali zed citi es as those fulfilli ng three citeria: locd manufaduring employment must
have declined over more than ore businesscycle; the dty's share of the national industrial
employment must have shrunk; and induwstrial job dedine in the dty must not have been
compensated by employment growth in ather sedors of the regional econamy. These

issues will beraised again in the next chapter.
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The Reinvention of Economic Development Policy: Empirical Trends

The advanced, industrial countries have been adopting policies designed to promote
local economic growth since the onset of deindustrialization. Their responses have fol-
lowed common trends, despite dissimilar institutional backgrounds

One common trend is the generally heightened and more persistent interest of all
state and local government in economic development activity. A second common trend
isthe move of national government towards greater decentralization of planning and de-
velopment activities. Everywhere, cities have gained more autonomy in economic devel-
opment as federal institutions have been newly created or reactivated. Local govern-
ments everywhere have become central agents, partners, and innovators in networks of
economic development. Thistrend is observable not only in federal systemslike Ger-
many, but it isalso quite clearly evident in "centralized" systems such as France.

A third common trend linking European and North American citiesistheincreasing
use of private organizations to set and implement economic development policies. De-
velopment activities once conducted exclusively by bureaucrats have been increasingly
privatized or "outsourced" to private or public-private development corporations. A
fourth trend is the increasing use of development policies designed to respond to global-
ization by encouraging local innovation, entrepreneurship, and risk taking.

In practice, al four trends are linked: increased activities are focused on innovation
and risk taking, carried out under the authority of local governments in cooperation with
private development organizations. As aconsequence of these new trends in economic
devel opment policymaking, the field has been effectively reinvented in ailmost all of the
advanced industrial economies. Moreover, the common tragjectory of these innovations

has made the process of economic development policy more similar than ever across dif-
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ferent nations. The following discusson hghlights common econamic development

palicymaking elements at all | evels of government in the U.S. and Germany.

National Industrial Policy

In the U.S. and Germany, the use of macroemnamic padlicy to addresseconamic
dedineisnolonger a mntroversial issue. The mexistenceof high inflation and low
growth in the 1970 had made K eynesian recommendations regarding the manipulation
of the national econamy for the promotion o growth look ou of date, and with the &-
cendance of Reggan and Kohl, a neoliberal consensus congeal ed that effedively settled
theisale. In the place of debates over Keynesianism, however, there anerged by the
19805 a new debate over "national industrial palicy,” or palicies designed to aid specific
sedors or kinds of firmsin the national econamy.

Western pditi cd and econamic leaders were stunred by the redi zation that Japan
and aher newly industriali zed courtries were not only dominating markets for heavy
indwstrial products but were dso puling away in more alvanced techndogies as well,
including automohil e production and consumer eledronics. Arguments surfaced that the
Japanese government's induwstrial palicy, which had been so successfully coordinated by
the Ministry for International Trade and Industry (MITI), was resporsible for giving
Japanese firms important competiti ve advantages in global markets (Johnson 1983.
Some agued that the United States government shoud become similarly activein d-
reding and promoting econamic growth using induwstrial palicy. Yet, with the possble
exception d U.S. defense pdlicy, neither the United States nor Germany adopted along
term, coordinated, strategic palicy comparable to Japan's. Instead, bah courtries' centra
governments adopted a large number of uncoordinated pdiciesonan ad hoc basis. Inthe

United States, such pdicies included:
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procurement and export promotion rograms, import restrictions, trade ai-

justment asgstanceto workers, research and development suppat, informa-

tion services, tax incentives, seledive aititrust enforcement, promotion d re-

gional econamic development, emergency financia guarantees and loans for

firms (such as Chrysler and Lockheead) and regions (New York City), and

various attempts to institute tripartite negotiating forums among business la-

bor, and government (Kraussand Pierre 1993 176-177).

Germany'sindustrial palicy unfolded, also onan ad hoc basis, beginning in the
195Gs. It centers onthreeareas: aid to econamicdly backward areas for infrastructure
improvement, assstancefor growth industries, and aid to spedal problem industries
(cod, sted, shipbulding, leather, and ahers). Asdeinduwstrialization started to become a
problem after 1972,German induwstrial palicy was increasingly focused on poviding aid
to dedining indwstries of high pditi cd importance. Investment subsidies for sted and
shipbul ding, for example, nearly quadrupled (Drouin, Ernst, and Wheeler 1987 117).
The pdliti cd value of aid to depressed industries dovetail ed well with the value of aid to
depressed regions, and thusit is not acddental that by 1974more than half of West Ger-
man government econamic ad was in the form of transfers to the governments of de-
pressed regions with the intention d helping them asgst their problem industries (Drouin,
Ernst, and Wheder 1987 118). The goals of Germany's de facto industria palicy
changed very littl e urtil unificaion, although bah Social Democrat and Christian Demo-
crat governments reduced the asolute anourt of government subsidies. Even urifica
tion hes nat effeded atransformation o the goals and values of German industrial padlicy.
Its focus remains on asssting declining regions and weak industries, although the geo-
graphic concentration o aid was shifted to the East.

National governmentsin the U.S. and Germany never had a dea, centrally organ-
ized, and independently formulated national econamic development palicy. With the

possble exceptions of U.S. defense padlicy and German subsidies for the mal industry,

they always embedded their adivity in partnership arrangements with subretional gov-
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ernments. In the early 1980s, subnational governments took over the leadership position
in this partnership because of reduced national aid for development. In sum, then, na-
tional economic development policy in the United States and Germany does not serve to
make the two systems different in practice; rather, in each case, recent trends have cre-

ated new pressures and opportunities for activism and innovation at the subnational level.

State and Regiona Activity

Over the course of the postwar period, state governments in America and Germany
became increasingly active in economic devel opment (Clarke and Saiz 1996; Allen 1989:
157). Much of this new activism was born of necessity: national government aid in both
countries was curtailed seriously during the 1980s, even as the demand for public-sector
devel opment resources had increased in many areas due to deindustrialization and other
forms of global economic restructuring. The absence of coordinated, strategic national
industrial policy probably functioned as a further incentive for states to become more
active, especialy in the American case (Clarke and Saiz 1996: 520; Krauss and Pierre

1993: 181).

The Search for More Effective Regional Organizations

German and American state governments engaged in numerous kinds of activitiesin
order to address deindustrialization and economic restructuring, as reviewed below, but
just as important as the policies states were using were their attempts at creating new or-
ganizations for economic development. States used the opportunities left open to them
by their federal systems to create new regional organizations to design and implement

new economic development strategies, and the particular kinds of regional organizations
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creaed by states evolved ou of their respedive national historicd experiences with re-
gionalism.

In the United States, “metropditan regionalism” dates to the 192G and 1933 and
was dominated by the consensus that regional consoli dation and cooperation can improve
the dficiency of government service provision (Mitchell-Weaver, Mill er, and Deal 2000
853). Thisealy consensus was broken some decades later, to be replaced in the 19905
by a"new regionalism" that is more mncerned with the social equity issues caused by
sprawl in American metro areas. It isthought that pulic intervention can and shoud
addressthese isales, irrespective of gains or losses in the immediate dficiency of puldic
serviceprovision (Savitch and Vogel 200Q).

The structures of metropditan government vary in terms of the number of padlicy
fields they encompassand the degreeto which they are ather formally institutionali zed
or based onself-regulated cooperationin networks (Mitchell-Weaver, Mill er, and Ded
2000 864, Savitch and Vogel 20008H. Examples of institutionalized governmental
structuresinclude dty-courty consolidation, spedal-purpaose districts, and annexation.
Informal, network-li ke structures also are @mmon bu are much more varied in form.

German states have possessed unlateral authority to creae regiona planning dis-
tricts snce 1964 (Herrschel and Newman 2000 11878). By the 19805, however, it was
clea that these planning districts, which were created to control sprawl, were not neces-
sarily the ided organizational form for promoting locd econamic growth. Consequently,
German state governments tried to spur the aeaion d "organic” regional governance
organizations, consisting of representatives from important puldic and private sedor
groups, with the intent of encouraging greater cooperation aaossthe pubi c-private seaor
divide. State governments hoped that such organizations would be &leto promote

growth more eff ectively than ahost of small er networks confined to particular cities.
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Observers of Germany will know that such eff orts take placein a pdliti cd culture
influenced by "corporatism,” awide-ranging concept designed to describe astate-
sanctioned pattern of cooperation ketween businessabd labor organizations that has been
typicd of Germany and aher nations. Textbooktreaments always emphasize that the
read of German corporatist agreementsis restricted to the so-cdled meso-level; i.e.,
within perticular seaors li ke metal working and chemicds (The Econamist 1994
Katzenstein 1987 369-70; Cawson 1985. However, some authors have d@tempted to
understand subretional development adivities also as a @rporatist phenomenon. Allen
(1989 157), for example, naes that German state governments in Bavaria, Baden-
Wirttemberg, and North Rhine Westphali a respornded to econamic restructuring first by
seaching for social partners among businesses, banks, and unonsin a pattern reminis-
cent of corporatist bargaining. Although local government had nahing to dowith corpo-
ratist agreements proper, it was not uncommon for locd paliti cians—espedally those in
indwstrial towns—to have been involved in corporatist negotiations as firm managers or
asunion dficials. It would have seemed logicd to many of these individuals to extend
their experiences with corporatism into their econamic development activities. At any
rate, first establi shing socia partnership, then creating a amnsensus for adionis a pattern
typicd of Germany and which was reinforced nationally by many examples of successul
meso-level corporatist bargaining. This pattern spill ed over into locd government pali-
cymaking when state and locd government officials began to fed presaureto dosome-
thing abou decline, showing up as "staged" corporatism after the middl e part of the
1970 (Heinze and Voelzkow 1991 194-95). Astheterm "staged" implies, this effort to
creae "organic" local networks using the rporatist model of cooperation and interme-
diation was perceived as artificial by academic experts and by many actors themselves,

but it was the main way Germans knew how to generate the resources and skill sto im-
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plement new locd ecnamic development palicies. In retrosped, it seems that the gopli-
cdion d the general corporatist literature to subrational development pdliti csin Ger-
many was also somewhat artificial. The sheer number of groupsinvalved in locd and
regional development, combined with the fact that not all | ocd groups suppat traditional
corporatist interests as defined by unions and industrial firms, explodes the assumptions
of post-war corporatist theory and pants researchers to more general theories of bar-
gaining in networks, a path alrealy blazed by urban regime reseachers.

The regionali zation d development palicy in Germany and the U.S. has been influ-
enced also by studies of the benefits of interaction among geographicdly proximate busi-
neses. New studies and concepts were developed in the atempt to grapple with the faa
that econamicdly succesgul regions seemed to be charaderized by similar forms of in-
teradion among local businesses and between businesses and locd governments. A
milestone of the literature was Piore and Sabel's 1984 study of "industrial districts” in
Germany and Italy that had experienced higher growth rates than their respedive national
averages (see dso Kern and Schumann 1981). Ancther familiar concept is that of the
indwstrial cluster, or a"geographically proximate group d interconrected companies and
asciated institutions in a particular field, linked by commondliti es and complementari-
ties' (Porter 200Q 16). Porter argued that clusters "are astriking feaure of every na-
tional, regional, state and even metropditan econamy,” and given the increase impor-
tance of global competition, this "suggests new roles for government at the federal, state,
andlocd levels' (Porter 200015). Inthe global econamy, the puldic sector's "more deci-
sive and inevitable influences are & the microeconamic level," and thus Porter recom-
mends that pulic-sedor activity shoud be direded toward promoting productivity
growth generally and asssting the emergence and gowth of clustersin particular (Porter

2000Q 16; Porter 1990 618). Thisimpliesthat aregional approach to econamic devel-
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opment, using regionally based organizations, has the greatest promise of making a posi-
tive impact on local growth. These arguments have been especialy influentia in Ger-
many, where many state officials feel that they have been given good reasons to believe
that the competence for decision making in economic development aid should be shifted
closer to the local level in order to make use of informational advantages and other un-
tapped organizational resources of local actors (Voelzkow 1996: 74). These recommen-
dations meshed well with similar ideas coming from federalism theory, and both litera-
tures nursed a decentralization trend in European economic development policy, where a
main motivation for organizational reform in economic development has been "stimul at-

ing local activities and exploiting local resources" (OECD 1993: 41).

Policies Used by State Governments to Promote Growth

A further trend linking state governments in the United States and Germany has been
adiversification in policies they use to promote growth. Typical activitiesincluded infra-
structure improvement, incentives to attract new enterprises in promising sectors, aiding
existing manufacturing firms in the rationalization or modernization of production, es-
tablishing public-private partnerships, subsidizing worker training, creating technology
centers, advertising, and improving the quality of local life (Alonso 1989: 234-5). Retro-
spectively, we see that these and other policiesfall into three categories: infrastructure
policies, policies designed to cut the costs of production of particular firms, and "entre-
preneurial” policies intended to encourage new startups or to help existing firms find or
create new markets. Each category emerged at a different period in history, guided by a
different understanding of how economic growth occurs at the local level. Each succes-
sive wave has added new policies to those practiced earlier, so that now al three kinds of

policies are commonly in use (Clarke and Gaile 1998).
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Infrastructure provision was thefirst kind d state e@namic development adivity,
whereas the meaning of "infrastructure”" was narrower in earlier decades. Earlier con-
cepts centered on"hard" faciliti esin transportation, iliti es, and waste disposal. Most
infrastructure palicy is gill dominated by these kinds of projeds, bu recent thinking has
expanded the understanding of infrastructure to include new kinds of "hard" projedsand
so-cdled "soft" infrastructure. New kinds of infrastructure projects have ahightec ori-
entation, such as reseach institutes or telecmmunications hardware. "Soft" infrastruc-
ture includes thase fadors that increase the quality of metropditan life such as clean air,
parks, festivals, and cultural institutions.

The dominance of traditional infrastructure adiviti es was chall enged in the 196G by
aseacond"wave" of pdliciestargeted to particular firms. These pdlicies were guided by

amodel of econamic growth that emphasizes the importance of fador

costs—basicdly, the sts of land, labor and capital—in production proc-

eses. Given this causal logic, states, under the threat of the lossof invest-

ment to competing states . . .worked to promote padlicies that would reduce

those wsts (Clarke and Saiz 1996 523).
States were espedally eager to reduce the potential costs of production for thase firms
seeking to move or expand production. Some cmmon incentives included the subsidi-
zation d training costs for new personrel, the provision d city-owned land at low cost,
andthe reduction d taxes on rew faciliti es. When these incentivesfirst cameto be
widely used, they were most commonly off ered to manufaduring firms, which paid the
best wagesin the 196G and 1973. Thus, the practice cameto be call ed "smokestadk
chasing." Other fador-cost reduction pdiciesincluded the reduction d workers' rights
and kenefits. These kinds of padlicies were enbraced by southern states in the 1920 and

were @pied by some northern states in resporse to deindustriali zation (Markusen and

Carlson 1989.
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The policy approach of German states before 1980 contrasts with contemporaneous
American practices. Open forms of smokestack chasing were not common in Germany,
being al but illegal. German officials did not have to enter into a public bidding war, for
top state politicians and the executives of top manufacturing companies often make loca-
tion deals consensually anyway. Moreover, German federal states cannot manipulate
labor market regulations, as these issues are negotiated between business and |abor
groups on a national level.

A "third wave" of economic development policies emerged in the 1980s (Clarke and
Saiz 1996: 537; Eisinger 1988). The third wave of policiesisin many ways a response to
globalization, reflecting awidely accepted view that it has changed the basic logic of
local growth. Growth in the advanced industrial economiesis now seen to depend more
than ever on the adoption, development, and implementation of new technologies and
innovations. Globalization has made even remote regions potential production sites for
mobile capital, so that the highly developed West faces more competition for growth
from regions that have lower production costs. The ability of the advanced economies to
maintain their relatively high wages while guaranteeing growth, so it is argued, will be
determined by the ability of domestic firmsto apply innovations throughout the entire
production process, starting with product design, extending into manufacturing, and
continuing through marketing and distribution. Success depends not on increasing
market share of standard products by reducing prices relative to other producers. Rather,
it depends on innovation and entrepreneurship, by which demand for a new kind of
product or service can be created.

The new interpretation of the causes of growth in the globalized era brought a
corresponding change in the philosophy driving government economic development

policies. Key tasksfor government now are seen as assisting firms in adopting or
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inventing new techndogies and products, reducing the wsts and risks of
entrepreneurship, and helping firms find new export oppatunitiesin the global
marketplace. Policies designed to undertake these tasks have been call ed
"entrepreneurial” palicies, and they represent the third wave of padlicy innowation.

It isimportant to avoid misunderstanding: the intent of "entrepreneuria” padliciesis
naot to give the dty control over important loca businesses, athough this was a leftist
goal in many European citiesin the 1970. Rather, entrepreneurial policies foster

those indigenous capaciti es to serve new or expanding demands (rather than

by pursuing mobil e capital) by providing resources that permit dired pene-

tration a cgpture of a particular market (rather than providing peripheral sub-

sidies of fador costs) or that permit risky but potentially productive under-

taking that would na have gone forward withou government suppat

(Eisinger 1988 230).

German development efforts show a similar movement from infrastructurual to en-
trepreneurial policiesin the 1970 and 1980. When econamic development policies first
emerged, they were strictly associated with infrastructure investment. As such, develop-
ment was tightly coordinated by state planning bodes. Thereafter, andin resporse to
deindustriali zation, econamic development efforts increasingly became decougded from
planning institutions. States becane keenly aware of dependencies on the declining coal,
sted, and shipbulding industries. Many state leaders tried to push national government
into subsidizing dedining sedors, bu a mgor change in pulblic-sedor thinking eventually
occurred.

Whilein the 1970s there was a widespread beli ef that econamic devel opment

could be planned, in the 1980s the strategic thrust had shifted to econamic

adors other than the state providing the impulse for change. The state's role

[is] now seen as a wordinator and monitor of change. (Potratz 1996 62)

When faith in the dfectivenessof centrally coordinated planning institutions was lost

toward the end of the 19705, national and state officials began to creae regional govern-

anceinstitutions "from above" in the hope that they would be ale to activate private
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sector cooperation. Although this attempt has not been rated successful by most observ-
ers, it opened the door to a more significant trend: the increased intensity of government
involvement in economic development and the pursuit of "entrepreneurial” goals. Since
the 1980s, states have been more involved in cooperating with local governmentsin eco-
nomic development policy, focusing on projects such as business incubators, venture
capital funds, training facilities, and new research institutes in addition to their traditional

infrastructure programs.

Local Government Activity

As a consequence of the regionalization of economic development, policy initiatives
have become increasingly local in origin (OECD 1993: 8). However, local activities too
have been changing, mirroring the changes at the state level discussed above. The most
important local trends have to do with increased activism, the privatization of the organ-

izational structure of economic development, targeting priorities, and new policy tools.

Increased Activism

Spurred by increased need, lower national government resources, and the new con-
sensus favoring local activism, city governments have become substantially more active
in economic development over the past twenty-five years in the United States, Germany,
and in therest of Europe as well (LeGales and Harding 1998: 131; Wolman 1996: 119;
Levine 1994; Keating 1993; Mayer 1991; Keating and Hainsworth 1986). The impact of
adeclinein central government aid has been most profound in western Germany. Aid to
western German cities continued to decline in the 1990s, as national development priori-

ties shifted to the East. In the context of reduced expenditures for regional devel opment
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and increased uremployment, many German citi es began experimentationin social and
development pdlicy for the first time.

The avail able data suggest that locd governmentsin bah courtries increessed their
eoonamic development eff ort after the 1970, Expenditures by American state and local
governments on dcevelopmental adivities, for example, increased from 9.1% of GDPin
1982t0 10.8%6 in 1990(Peterson 1995 54). We dso knaw that the average number of
full-time e@namic development staff in German cities with popuations greaer than
200,000rose from 4.9in 1978to 6.6in 1995(Wrobel 1979 46, Holl bach-Gromig 1996
26). Thisincreaseinlocd government staff coincided with an increase of the number of
individuals employed by pubic-private development corporations, which had become
much more common by the end of the 198Gs (Grabow, Heuer, and Kiihn 1990 35).

Overarching institutional changes also increased adivism in Germany. German un-
ficationincreased the number of econamicadly trouded cities overall, and eastern cities
employ on average twice & many econamic development staff as do western German
cities of similar size (Hollbach-Gromig 1996 26). Ancther significant changeisthein-
creasing importance of aid from the European Union (EU). Brussls hastwo programs of
significancefor locd governmentsin Germany, although na every German city can
qualify. The European Socia Fundfinancestraining and aher programs for laid-off
workers, and the European regional development funds provide ad for regional devel-
opment adiviti es, mostly for infrastructure improvement. German state and city officias
have become more alept at applying for and wsing European aid; they commonly use
these funds to augment aid from other levels of government.

The Search for More Effective Local Organizations
Conwergence between the U.S. and Germany is also seen in similar changesin their

econamic development organizations. As development activity began in the 1950, it
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was integrated into existing departments or units (for planning, traffic, tourism, etc.) in
Germany (Wrobel 1979 27-41), presumably also inthe U.S. Single departments dedi-
caed solely to ecnamic development were uncommon in Germany urtil the aisesin
coa and sted in the 19605, when many German citi es in the deindustriali zing northwest
creaed new departments dedicaed solely to econamic development (Stark 1977 48).
Recent changes suggest that locd governments are searching for amore dfedive organi-
zation d their econamic devel opment eff ort through forms of privatization. Locd gov-
ernments are now using private eo@namic development corporations and puldi c-private
partnerships more frequently than ever before.

Many local governments are dtraded to private development corporations because
they are suppased to increase the speed of decisionmaking and are perceved to be more
readily accepted by businessadors than are bureaucratic organizations. With these ai-
vantages, they make a"more 'entrepreneurial’ mode of operation” easier (Bennett and
Krebs 1991 103). Private and pubi c-private organizations may make it easier for ded-
sionmakers to use market rather than pditi cd criteria for setting priorities for the dl oca-
tion and investment of pulic funds. They use pubic and private funds together rather
than relying solely on ore or the other. Public-private partnerships all ow citi es to reori-
ent adiviti es away from general padlicies and toward ore-time development projeds,
negotiated ona mntradua basis; this, in turn, helps cities manage the risks associated
with "entrepreneurial” pdicies. (Clarke and Gaile 1998 61-62). In sum, then, the use of
private forms of organizationin ecnamic development does not necessarily mean that
cities have become more "entrepreneurial,” but there is goodreason to exped that the use
of private econamic development corporations and pulbli c-private partnerships makes it

eaier to be so.
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The avail able data on the organization d locd ecnamic development in the U.S.
and Germany show that locd governmentsin bah courtries have turned increasingly to
private organizational forms. Actually, the Germans nurse adecades-long tradition o
delegating state tasks to private or "para-pulic” ingtitutions, and this tradition permeaes
al levels of German pditi cs (Katzenstein 1987 58-80). However, private econamic de-
velopment corporations are aparticular kind d organizational form that first emerged in
Germany in the 195G and gew in spurtsin the 196G and 197@. They first arose ona
large scale inside regional assstance aeas, being necessary in order to take alvantage of
federal regional development programs of the 1970Gs. By 1982,there were 37 regional or
courty corporations but only 12 locd corporations (Bennett and Krebs 1991 103). This
heavy orientation toward national subsidies changed in the 19805, as more and more dt-
ies began setting up private eonamic development corporations to design and implement
locd development pdlicy. Germany does gill | ag behindthe U.S. in the use of pulic-
private operation—72% of American cities had an econamic development corporation
inthe 199Gs in contrast to 26% of German cities. However, their rate of growth in the
1980s was much higher in Germany (Clarke and Gaile 1998 81; Holl bach-Grémig 1996
Wrobel 1979 28). Further, private econamic development corporations are used as the
main institution for econamic development in abou 35% of Germany's largest cities,
making it the most common aganizational form for these dties (Holl bach-Gromig 1996
23). In Germany, the credion d pubic-private partnerships for single projedsis aso
common, keing used in an estimated 8% of the nation's chamber of commerce districts
(Bennett and Krebs 1991 98). Loca governments were partnersin abou half of these
projeds. Inthe U.S., abou 25% of locd governments had been involved in single-
projed partnerships by the 199G (Walzer and Y ork 1998 50). In 1994, oty 344 d ap-

proximately 1,300U.S. cities had establi shed some kind d puldi c-private partnership for



38

economic development, although the frequency of partnership is higher among larger
cities (Walzer and York 1998: 50). Further, U.S. cities that do use partnerships tend to

use them repeatedly (Walzer and Y ork 1998: 50).

Changing Goals and Targets of Local Economic Development

Looking beyond organizationa forms to the goals and targets of economic devel op-
ment activity in the U.S. and Germany, one also sees similarities and similar changes
over time. Traditionally, local aid in the U.S. targeted established firms and, even more
predominantly, firms considering a move in-state (Clarke and Gaile 1998: 57). The
situation in Germany was no different: the "central goal of local economic devel opment
was the creation of jobs by attracting industrial firms, preferably large firms or branch
plants of large firms" (Hennicke and Tengler 1985: 1). Moreover, it is often argued that
job creation or retention is amajor economic development goal for local governments,
especialy in declining areas (Alonso 1989: 224; Humphrey, Erickson, and Ottensmeyer
1989). In Germany, the available data suggest that job creation a so has been an impor-
tant overarching goal. It wasthe main goal motivating organizational innovation among
citiesin the large state of North Rhine Westphaliain the 1970s, and in 1980, 87% of all
German citiesidentified job creation as the most important goal among five alternatives
(Heuer 1985: 29; Stark 1977: 52).

The German data reveal one important and unexpected similarity in broad local de-
velopment objectives. In 1980, 28% of German cities considered strengthening of their
financial capacity as the most important goal for development activity (Heuer 1985: 29).
Although certainly not a prime concern for al cities, the fact that a significant portion of

German cities view financial capacity as the main goal of local economic development
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runs courter to the exceptionali st argument that European local government operates
largely freeof concerns over financial need.

When it comes to spedfic targets of aid, the differences between the two courtries
are balanced by close simil arities. Clea differencesliein thefad that U.S. cities place a
much cleaer priority on dovntown land development projeds. 76% of American cities
note that thisisa"very important” geographic targeting priority, making it the first prior-
ity among four geographic target alternatives (Bowman 1987 36). A magjority of large
U.S. citiesalso pace ahigh priority on minority businessdevelopment (Bowman 1987
47). Neither of these targets is important for German cities due to their very different
circumstances. Inregard to ather kinds of targets, howvever, German and American cities
aremore similar. Most citiesin bah courtrieswould prefer to dotwo things at once
aqquire new firms andretain dd ores. Approximately 70% of U.S. cities and 8% of
German citiesidentified bah "attracing new businesses” and "expanding existing busi-
ness' as "very important” (Wrobel 1979 55, Bowman 1987 36). Techndogy, research,
small businesses, and entrepreneurship are dso important spedfic targetsin bah coun-
tries, although U.S. cities typicdly subsume their research and development priorities
within labor market programsin training and qualification (Bowman 1987 36). For
German citi es, techndogy and innovation are more ceantral for econamic development
palicy proper: in 1995abou 43% of German cities identified "techndogy and innove
tion" suppat as a"very important” area of activity (Holl bach-Gromig 1996 38). German
citiesare dso more likely to link small business sippat with the goal of suppating in-
novative techndogies, whereas snall businessaid in the U.S. is not often targeted secto-

raly (Bennett and Krebs 1991 102).
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Policies Used by Local Governmentsto Promote Growth

A comparison d the padlicy tods commonin U.S. and German cities reveds a pat-
tern much more mmplex than suggested by the exceptionali st argument. Whereas infra-
structure improvement and smokestadk chasing traditionally dominated the thinking of
locd governments (Spinder and Forrester 1993 29; Jochimsen, Treuner, and Gustafson
1970, ashift from these strategies to "entrepreneurial™ palicies occurred locdly bath in
the United States and in Europe (Clarke and Gaile 1998 OECD 1993. In Germany, the
increase of activities at the locd level, espedally those designed to stimulate innovetion,
entrepreneurship, and pubi c-private organizational cooperation,iswell documented
(Grabow and Hollbach-Grémig 1998 169, Holl bach-Gromig 1996 Bennett and Krebs
1991 Grabow, Heuer, and Kiihn 1990).

Before 1980,the most common areas of American activity included planning, fi-
nance, land brokering, infrastructure improvements, induwstrial parks and development,
marketing, and annexation (Clarke and Gaile 1998 81). Locd econamic devel opment
adivitiesin Germany in the 1950 and 196G centered on tard infrastructure improve-
ments such as roads, eledricity production, water treament, pulbic transportation, and
howsing. Cities used tods designed to make commercial land avail able for development,
a cantral concern due to the short supdy of commercia property. German citi es always
have been able to use tax incentives and off er bel ow-market-rate loans, but only with the
approval of state regulatory authoriti es (Jochimsen, Treuner, and Gustafsson 1970).
Studies of pdlicy usein Germany before 1980indicate that the main activitiesin Ger-
many concentrated onland brokering, consultation and information exchange, advertis-
ing, and anbudsmanship between businesses and the daty (Wrobel 1979 61).

Some aeas of substantial diff erence between the two courtries before 1980 dostand

out. First, amgjority of American cities had been involved in creating industrial and
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commercia parks by 1980, bitionly 17 such parks existed in the FRG in 1982(Hennicke

and Tengler 1985 73). Thisdifference later disappeaed, as the use of commercia parks
in Germany increased swiftly in the 1980 and 199G. By 1995,about 34% of German
cities had a completed indwstrial or commercia park and a further 25% had concrete
plansto buld orein the future (Holl bach-Gromig 1996 66). This growth is partially
acouned for by the heary use of industrial parksin the East and introduction o new
commercia park ideas (including amusement parks and rew kinds of housing devel op-
ments) inthe 199Gs. A seaond pant of differenceliesin infrastructure improvement
projeds. The data suggest that U.S. cities placemore anphasis oninfrastructure than do
German citi es, perhaps because good pulli c infrastructure is ubiquitous in Germany.

The data onfinancia tod use dso show significant simil ariti es between the two
courtries. A surprising finding for exceptiondlistsis that over half of German cities were
involved in tax deferral or abatements at the beginning of the 198G (Heuer 1985 57), a
figure higher than that of U.S. cities (Bowman 1987. This suggests that German cities
are actively engaged in financial asgstancefor businesses in spite of the greaer institu-
tional constraints onthisadivity. Ancther area of similarity is property brokerage and
brownfield development. In 1980, 836 of German citi es were active in puchasing land
for later sale (Heuer 1985 57), andin 1995abou 75% naoted that participationin the de-
velopment of industrial and commercial property isa"very important” activity (Holl-
badch-Groémig 1996 49). Similarly, 6% of American cities were active in "developmen-
tal land management,” including buying and selling o land (Fleischmann, Green, and
Kwong 199?). The prevalence of marketing and promotion eff ortsis also nearly identicd
in bah courtries, athouwgh the modern German concept of city marketing is much more
extensive. Germans use the English phrase city marketing in a somewhat inflationary

way, using it to identify a number of activities ranging from ads to information pods to
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an all-encompassng econamic development plan. By 1998, aver 60% of cities werein-
volved in some form of city marketing (Grabow and Holl bach-Gromig 1998: 169),
whereby the real boam probably occurred in the 198Gs. Today, abou 40% of German
cities consider city marketing a"very important” adivity (Hollbadh-Grémig 1996 38).
The data onlocal ecnamic development padlicy adivity after 1980strongly suggest
that innovation, techndogy, and entrepreneurship projeds of all kinds boamed in Ger-
many andthe U.S dike. Venture capital projeds are nat as commonin Germany asin
the U.S., bu they are growing, often cosporsored by state governments. Industry and
techndogy parks and aher forms of businessincubators or aid for entrepreneurs are
commonin bah courtries. Indeed, by 1992these were one of the most common kinds of
development projedsin Germany. Other kinds of techndogy projeds remain very
popuar in Germany (Grabow, Heuer, and Kiilhn 199098). Half of German cities con-
sider innowation and techndogy a "very important” areaof adivity (Hollbadh-Grémig
1996 76). Clarke and Gail e (1998 show that American citi es have beame "entrepreneu-
rial." No similar study is avail able for German cities, but an entrepreneurial shift is sug-
gested by the increased use of private e@namic development corporations and the high

priority set ontechndogy appli cations, reseach, innowetion, and rew startups.

Concluding Observation Regarding Local Policy Trends

Schalars working from the Engli sh language lit erature sometimes argue that Ameri-
can locd government is exceptional because, as they say, the condtions faced by U.S.
citiesareunique. Yet, locd econamic development adivitiesin the U.S. and Germany
underwent similar quantitative and quaitative changes after 1980. Loca emnamic de-
velopment palicy has been virtualy reinvented in Germany and the U.S. in similar proc-

eses driven by commontrends. Thereisin bah courtries anew level of interest in do-
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ing something to promote local economic development and a common tendency to target
similar areas for public aid, to use entrepreneurial policies, and to rely on various forms
of public-private organization to carry out these tasks.

The comparison of the United States and Germany does not support an exceptionalist
argument. Rather, the two local economic devel opment systems have become increas-
ingly similar, despite the continuing existence of distinguishing institutional differences.
Exceptionalist arguments focus too much on formal institutions, thus overlooking the
actual practice of governance. Governanceisthe art of getting around formal institu-
tional constraints by actors who want to accomplish things here and now but who do not
have the resources to change the existing institutional structure. German officials are no
less creative in this art than are their American counterparts. Since both countries have
seen similar problems with deindustrialization and globalization, they have used similar
kinds of policies and organizationa forms, even though they had to take different paths to

do so.

The Puzzle of Variation in Responsesto Decline: Why a Study is Needed

Deindustrializing cities everywhere face two basic kinds of decisions (Koritz 1991:
504; Stanback and Noyelle 1982: 106). Leaders must first decide how actively they want
to respond. If leaders want to get active, they must then make a decision about which
targetsto select for public aid. Shall they support existing but failing industries or direct
resources to new kinds of industries or sectors with more promise? One study described
this decision situation in the cases of Pittsburgh and Sheffield (Beauregard, Lawless, and
Deitrick 1992: 425-426):

[R]esponses to deindustrialization in Sheffield and Pittsburgh were clearly

cast as a choice between areindustrialization centered on the former

dominant industry (steel-based manufacturing) and one that looked for
growth amid advanced services, high technology, and tourism; that is, the



economic trajectory defined as appropriate by nationally ascendant elites. In
order to retain jobs, the former would bolster existing steel firms and promote
the industry in the face of decline. The latter would involve promoting new
growth industries.

The advantage of targeting old industriesis political: blue-collar workers and established
business elites both typically approve of aid for existing firmsin decline. Targeting
sunrise industries brings no political advantages, but since these industries are still
growing, spending money to promote their presence locally is more likely to pay off in
€conomic terms.

A few studies compare manufacturing cities in decline with the question of how
these cities "redefined" themselves, adjusting their economic development goals and
policies. Especially useful examples are those studies that set different deindustrialized
cities together in the same comparative framework (Pagano and Bowman 1995;
Markusen and Carlson 1989).

Pagano and Bowman (1995) look at sets of cities based on economic context (high
vs. low distress) and policy activity in economic development (high vs. low activism).
They find that cities experiencing similar economic problems vary in terms of their level
of economic development activism. What seems to make a difference between more and
less active cities is the motivation of local leaders. Oversimplifying, we see that local
politics matters, but only if leaders aspire to make a difference (Pagano and Bowman
1996: 2-4), reaffirming the impression from other case studies that the first step in
becoming more active is the establishment of a consensus supporting increased activity.

Once |leaders establish a consensus for action, they face a choice about what kinds of
industriesto target. In their investigation of decline in the American Midwest, Ann
Markusen and Virginia Carlson (1989: 30) found that states and cities in the Midwest
together pursued three basic kinds of strategies for dealing with deindustrialization. One

strategy targets new industries, involving a "bowing out" of the industrial past by
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concentrating resources on highted, finance, and service sectors, thus "letting ol der
manufaduring industries die amore or lessnatural death” (Markusen and Carlson 1989
49-50). Two dfferent kinds of strategies targeted existing industries. One such strategy
was to "bid dowvn" production costs, a dassc cost-cutting approacdh that "aacepts that the
midwestern econamy must revitali ze its basic heavy industrial sedors but beli eves the
chief obstade to be overcome is uncompetitive st structures.” Such devel opment
agendas also included asssting firms in reducing wages against union oppaition,
eliminating workplace regulations, and lowering workers' compensation and
unemployment insurancelevels. Anather conservative strategy was focused onindustry:
"betting onthe basics" puts emphasis on retention and expansion d existing industries,
although this did na exclude atempts to attrad new kinds of firms (Markusen and
Carlson 1989 50).

Recent studies of the processof econamic development palicy adoptionin
deindustriali zed cities show that there is alarge degreeof variationin the way in which
cities—even those fadng the same national institutional constraints—respondto dedine.
Variationis evident both in terms of their activity level andin their targeting choices
(Motte and Weil 200Q Horan and Jonas 1998 DiGadano 1997 Kantor, Savitch, and
Haddock 1997 Strange 1997 Rosentraub and Helmke 1996 Pagano and Bowman 1995
DiGadano and Klemanski 1993 Beauregard, Lawless and Deitrick 1992 Koritz 1991,
Fleischmann and Feagin 1987. This variation suggests the likelihoodthat some dties
have adopted pdicies more strategicdly relative to ather similar cities; i.e., in
consideration d local neeals, oppatunities, and resources and after weighing the asts
and kenefits of padlicy aternatives. However, because dl currently avail able studies of
palicy adoptioninclude & most two cases, there islittl e information abou possble

regularities in the fadors associated with targeting dedsions and pdicy adogtion.
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The case study literature suggests that cities in different national institutional systems
vary in terms of their ability to respond strategically to decline. Y et, no studies have
looked into the processes by which coalitions of public and private leaders actually gen-
erate strategic responses to decline in an intergovernmental context. How isit that some
citiesin federal systems have responded strategically to economic decline despite these
problems, and what distinguishes these cities from less strategic cities working under
similar institutional contexts? Clearly, being embedded in afederal system is not a suffi-
cient condition for making development policy more strategic, in the sense used in this
study. From the perspective of local governments, thereisreally no such thing as one
single "federalism.” Rather, there seems to be a multitude of situations that can poten-
tially arise within afedera system, some of which are positive for local governments and
others of which are negative. Other factors must be present that make it easier for city
officials to respond strategically before they can realize the "good government™ potential
of federalism. This points to the need for further studies of local government policy

adoption processes

Factors Associated with Strategic Responsesto Decline

Deindustrialization in the advanced industrial democracies created problems that
were concentrated within a small number of metropolitan areas. The existing research
suggests that German and U.S. cities had very similar baskets of organizations, policy
tools, and targets at their disposal when responding to these problems. Y et, case studies
document variation in the way that cities actually responded to decline, suggesting that
although all deindustrializing cities face similar kinds of decision situations, some cities
have been able to respond to decline more strategically than others. After addressing the

issue of what "strategic responses” are, the remainder of the literature review investigates
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the current state of speculation regarding factors that may aid local governmentsin re-

sponding strategically, with the goa of arriving at hypotheses for testing.

Strategic Responsesto Decline as a Dependent Variable

Citiesvary in their responses to economic decline on alot of different dimensions,
but some of these dimensions are more interesting than others. When we consider afirm
dealing with changing markets for its products, for instance, it is less interesting to know
how many units of a particular product the firm theoretically could produce than it isto
know how the firm goes about adjusting its product to fit the new market situation.
Likewise, it islessinteresting to study the particular product developed by afirmin re-
sponse to anew market situation than it isto study the way in which a successful firm
went about making the new design, for thisinformation is particularly useful for other
companies. Correspondingly, information about the process of decisionmaking in a city
isof particular interest.

Information about the process of local decisionmaking is scarce in the current litera-
ture. Studies of policy adoption that use aggregate data can tell us about the quantity of
policy output in cities, but even those studies that differentiate among types of policy tell
us little about how particular policies were chosen. Moreover, virtually none of these
studiesislongitudinal. The periodic ICMA surveys, for example, ask officials whether
certain policies are in place, not when or why they were adopted. Such studies do not
provide insight into arange of policymaking characteristics such as who was involved in
the decisionmaking process, what motivated them to chose a particular policy, whether
other policies were available, and whether the timing and sequencing of decisions make
any consistent difference. Y et, thiskind of information about the process of decision-

making is potentially crucial for understanding why some cities have been able to adjust
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more successfully to market changes. Just asin the study of successful firms, one should
not concentrate on the "products” or policies of cities, but rather on the particular deci-
sionmaking structures or procedures that link different successful cities.

Ideally, how economic devel opment policymaking should be organized in order to
maximize the likelihood of a successful response to changed market circumstances would
be known. For example, the assertion might be accepted without controversy that the
optimal policy system would be strategic, or oriented toward long-term success rather
than tactical and short-term, but there is no consensus about this, and there would be dif-
ferences in opinion about what kinds of policy systems are most likely to promote strate-
gic responses. Nonetheless, there is abroad literature on government capacity and strate-
gic planning that addresses these issues. The strategic planning literature originated in
the private sector about three decades ago and has been applied to community planning.
Of course, atruly long-term and strategic plan of action and a truly comprehensive plan
requires alevel of information that is likely to exceed what any group of policymakers
can gather (Lindblom 1959), but this does not preclude the building of arelatively strate-
gic planning process. In the community planning perspective, strategic-ness involves
ng opportunities and threats under consideration of community strengths and
weaknesses, then drawing up a plan of action to address opportunities and avoid threats,
and, finally, ensuring the continual reevaluation of the plan to determine its viability
(Kaufman and Jacobs 1993: 13). Similar ideas have grown out of the government capac-
ity literature (Bowman and Kearney 1988). Honadle (1981: 577), for instance, defines
capacity asthe ability to "anticipate and influence change; make informed, intelligent
decisions about policy; attract and absorb resources, manage resources; and eval uate cur-

rent activities to guide future actions."
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Borrowing from the concepts of cgpacity and strategic planning, the dependent vari-
able thosen for this gudy is the degreeto which a dty adopted growth pdicies grategi-
cdly in resporse to econamic dedine. A "strategic" resporse is understood as the pursuit
of agrowth-oriented pdicy or projea after weighing the asts and kenefits of padlicy al-
ternatives in consideration d particular locd problems, market oppatunities, and re-
sources. Asexplained in greater detail i n the research design, the definition and mees-
urement of strategic adion depends as much onhow a palicy was adopted—in terms of
the structure of the locd palicymaking system—as it does on the particular palicy
adopted. It isnot ameasure of the successof aparticular strategy, e.g., in terms of job
growth or some other expeded result of development padlicies. Rather than trying to ex-
amine the impada of padlicies, which isajob for the regional econamigt, this gudy focuses
on the processby which pdicies are adopted.

This qudy islimited to pro-growth pdicies for two reasons. First, as noted below in
detail, city palicymaking tends to be dominated by "regimes* of elite adors, who them-
selves tend toward pro-growth pasitions (Molotch 1976. Thus, research has ught to
study these adors and the goals that they are likely to set for themselves. For this gudy,
then, econamic development is understood as the businessof promoting loca growth,
using padlicies designed to encourage new businessinvestment that otherwise would na
have been made in that particular location bu for theinducement. The hopeis, further,
that public spending will be matched by or will stimulate asimilar or greater amourt of
private investment (Clarke and Saiz 1996 517, 521 Eisinger 1988 4).

Sewond,there is need for more information abou whether and how citi es can adopt
growth pdicies grategicdly. Thiswould serveto balancethe large anourt of informa-
tion currently avail able on why city leaders tend overwhelmingly to adopt pro-growth

pdiciesinthefirst place A well-recaved interpretation o why pro-growth pdiciesare
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so common is that they are an expression of the power of those who own land in the city,
who cooperate with each other and with politicians to use governmental power to direct
public and private investment onto the properties they own (Molotch 1976). In thisview,
pro-growth policies are opposed to the interests of the general citizenry, or at least to
those of non-homeowners. Others interpret growth to be more like a common good,
benefiting all either directly or indirectly (Peterson 1981: 20). Much of the subsequent
academic debate has centered around these dichotomized understandings of why growth
policies are so common (Logan and Molotch 1987: 33-34). Y et the arguments of both
sides are based in part on untested assumptions about the process of decisionmaking. To
the extent that growth policies are adopted strategically, such policies may be more likely
to further forms of growth that benefit awide variety of groups and individualsin the
city, even if they are adopted by land-based elites. Thus, a study of whether and how a
city can adopt growth policies strategically will illuminate from a new perspective the old
issues and debates centering on the equity of economic development policy. Might there
be amiddle ground of "strategic" growth that servesto benefit al citizens? Or do all
kinds of growth orientations represent a compromise of the general welfare?

By way of caveat, this study does not seek to define strategic action per se, which
could be related to any number of goals other than growth. Indeed, growth is not always
aconsensual community goal. There are many other desirable goals that a city may wish
to pursue, including environmental preservation, community development and
empowerment, social equity, or job quality (Imbroscio 1997; Del eon 1992; Rubin and
Rubin 1992). Growth itself may even be detrimental to a community (Molotch 1976).

Whether local officials actually do act strategically when they pursue growth and
what circumstances ease strategic action is the empirical question to which this study is

addressed. Indeed, policymakers may not be able to act strategically, or many may not
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even try. Politi cians smetimes have strong incentives to ignore eonamic aiteria, and
they always faceserious obstades to strategic action. These incentives and olstades are
discussed in greder detail below.

For the foll owing research, ore must know what strategic policymaking "looks like."
Although it cannat be identified dredly, some of its prerequisites are known, and, given
this knowledge, one can look for characteristics of palicymaking systems that serve to
provide them. One basic prerequisite for strategic actionis the aili ty of actorsto make
choices based onmarket information. As noted in the discusson above, benefits from
development padlicy are thought to emerge when, as aresult, afirm deddes to move into
or stay in the locd jurisdiction, goods are provided to firms that reducetheir production
costs, or entrepreneurs and firms can take alvantage of oppatuniti es they would have
ignored atherwise. All of these and aher positive dfeds depend onthe padlicy address-
ing actual market circumstances. Thus padlicies s1oud be more dfedive when they are
based onadual information abou locd market needs, oppatunities, and problems.
Strategic paolicymakers need information, and further, they must have some measure of
freedom when making padlicy choices—alternatives must be avail able, otherwise market
information canna be gplied. Knowing that these ae prerequisites for strategic adion,
some cnclusions can be drawn abou the observable characteristics of the organization
and processof strategic palicymaking.

Strategic palicymaking will be based onan evauation d market circumstances that
allows mekind d cdculation o the msts and pdential benefits of agiven pdicy. This
may come in the form of a plan, for example, which aso all ows the discusson d padlicy
aternatives. Since markets continually change, strategic policymakers also must always
refresh their information abou local market needs, oppatunities, and problems. Strate-

gic adion also invalves aayuiring the resources needed to implement the palicies that are
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deamed most appropriate, even if this means finding new fundng sources; strategic deci-
sions are nat limited by the prior avail abili ty of funds. Further, because locd needs never
fit into standard molds, strategic adion means that cities must develop their own innove-
tive goproaches or learn to bend standard pdiciesto fit locd circumstances. Finally,
strategic action requires that the goals pursued by one pdlicy are not annuled or contra-
dicted by other pdlicies. Thisrequiresthe mordination d the actors and aganizations

invalved in econamic development pali cymaking.

The Broad Debates over Responsesto Decline

As pdliti cians adopted more growth pdicies, socia scientists followed them into the
fray, creaing a new field—the pdlitica econamy of econamic development. Thisre-
seach was pioneered by those looking at national respornses, bu this nationd lit erature
opened a new debate on the relationship between institutions and strategic resporses to
dedine with important impli cations for the locd level.

Mancur Olson (198), looking at the case of Britain under condtions of deindustri-
alization, readed the conclusion that the way that interest groups were organized at the
outset of dedine determined Britain'sindustrial palicy reforms. In the case of Britain,
where pdliti cd institutions were dominated by econamic interest groups rooted in tradi-
tional industries, this meant that the state used its resourcesto prop upexisting industries.
Germany demonstrated a simil ar resporse, as subsidies benefiting the influential ship-
building and sted industries nearly quadrupled after 1972(Drouin, Ernst, and Wheder
1987 117). Olsonargues that the tendency of European courtriesto dred nationa re-
sources onto sunset industries was irrational or "sclerotic”" because it delayed market-led
transformation o production that would have led to higher econamic growth in the me-

dium to long term. Olson thus argues that when damestic interest groupinfluenceis fro-
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zen and institutionalized nationally, the range of strategic choices practicdly avail able to
national governments for respondng to changed econamic drcumstances is dramaticaly
reduced. Olson argued that paliti cd |eaders can certainly respondto changed econamic
condtions, bu that their resporses are nat always grategic. The distribution o devel-
opment aid may well be biased by pdlitica concerns, na based onthe gathering of in-
formation about the econamic situation a an assessment of domestic strengths and
weaknesses. Resporses may be determined by whichever interest groups happened to be
in paver before the changes set in, passbly aided by institutions that "freeze" outdated
preferences. Thus, the degreeto which pditi cd lealers can respondstrategicdly to em-
nomic change may depend oninstitutions that give organizational advantagesto some
groups but nat others (Milner and Keohane 1996 20-21).

Olson'sargument is shared by many scholars who assert or assume that econamic
development padlicy involves a necessary trade off between econamic efficiency and po-
liti cd expediency. Soundeconamic palicy, these scholars would argue, necessarily in-
volves the aili ty to shift resources to new and more promising targets. Doing so, of
course, means impasing losses on revious beneficiaries of pulic ad o groups that are
not targeted. In democratic systems, however, lossimpasition may well be blocked by
interest groups that stand to lose from an "econamicdly sourd” targeting agenda.

A.O. Hirschman (1970 aso addressed himself to the problem of understanding how
organizations respondto dedine caused by market competition. The function o compe-
titionis suppased to beto push inefficient organizations out of the market, thus improv-
ing overall efficiency of production. The mechanism by which this occursis "exit,"
whereby customers leave for ancther firm's product. This mechanism is also partialy at
work for local governments as well, which standto lose local firms or residents if they

canna offer a cmpetiti ve service-to-tax mix (Tiebou 1956. Hirschman ndes that de-
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cline of afirm is often corrigble, but because reversing decli ne requires resources, the
exit of customers and employees can inhibit reforms. Indeed, thisisthe dassc dilemma
of deindustriali zing citi es. they have fewer resources to spend onmore intense problems.
Organizations nead na just resources; they need also theinput or "voice" of customers,
citizens, businesses, etc., in order to know what kinds of reform are most likely to leal to
success Hirschman ndes that the mohili zation o voice—the aurrency of pdliti cs—isthe
principle means for the @rrection d inefficiencies. Organizations that are better at mo-
bili zing voice ae more likely to reverse their dedine, according to Hirschman. Y et with
Olson, Hirschman would criti cize those organi zations that disall ow exit, thus forcing the
members of an organizationto be blindly loyal to a particular structure despiteits de-
clining trgjectory. Loyalty to declining organizationsis "functional” only aslong as
members have the oppatunity to change the organization (Hirschman 1970 78). The
isaue for Hirschman hinges onthe aili ty of organizationsto harnessthe loyalty of its
members and mohili ze voicefor the purpose of effecting organizational reform. Thereis

every reasonto believe that these arguments hold for local coaliti ons, too.

Federalism Theory and Subnational Economic Development Policymaking

The institutions of federalism have received much attention in the lit erature on eco-
nomic development, two in particular: autonamous subrational governments and the de-
centrali zation d palicymaking and implementation. In keeping with Olson's cynicism
abou the abili ty of national institutions to respondto dedine, most authors looking at the
impaa of institutions on national industrial palicy clealy consider federalism to have a
negative dfect,. For them, federalism blocks the formation d a new consensus and a
coherent plan of action onwhat to doabou econamic growth. The problem with feder-

alism seansto be that it multi pli es the number of adors whase gproval is necessary for
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palicymaking and whase veto can prevent palicy implementation and its coordination
(Kraussand Pierre 1993 182). Yet, scholarslooking at subnational pdlicy tendto see
federalism lessas an ingtitutional structure with general effeds than as aframework that
allows diff erent cities to respond dfferently to their own particular problems of econamic
change. These authors underscore that subretional governments are more likely to adopt
development palicies based onred market needs rather than onsheer pdliti cd interests,
which would mean that federalism adually makes grategic econamic development palicy
responses more likely, right in keeping with Hirschman's optimism abou the transforma-
tive potential of "voice."

Differences of opinionin the federalism literature between Olson's cynicism abou
sclerosis and Hirschman's optimism abou "voice" turn onwhether local governments are
acdually able to mohili ze "voice" as ameans of respondng more strategicall y to eco-
nomic change. Can they dosointherule, as ome federalism theorists purport? If thisis
the cae, then the decentrali zation and locd autonamy of strong federalism can be akind
of inoculation against sclerosis at the national level. Yet local governments, too, may
have their own problems with sclerosis guch that old interests are locked-in, preventing

strategic resporses to dedine, and thisisthe issue to which thisresearch is addressed.

The Purported Advantages of Decentrali zation in Econamic Development Policymaking

Acoording to the functional theory of federalism explicated by Paul Peterson
(199517-39), each level of government isrelatively more efficient at undertaking certain
kinds of pulic functions. Subrational governments suppacsedly are more likely to al o-
cae puldic ad efficiently due to the constraints and incentives st into motion through
the aeation d multiple, autonamous governments. Peterson's sholarship lays out the

argument that federalism makes for "good government™ in the sense of the dficient all o-



56

cdion d pulic funds because it all ows the pullic sector to take alvantage of these @n-
straints and incentives.

Federalism theory offers sveral arguments abou the benefits of federal arrange-
ments. Having alarger number of autonamous governments soud, for example, in-
crease the degreeof accesshili ty to government dedsionmaking, which shoud in turn
foster the participation d social groups (Nice and Fredericksen 1995 15-20). Ancther
purported advantage of autonamous governmentsis their function as laboratories of de-
mocracy, being places where new ideas can betried ou so asto provide examples for
others to follow or improve upon(Gray 1996 5; Weaver and Rockman 1993 459, Glick
and Hays 1991). In short, federa institutional arrangements are purported to encourage
aacessbili ty, participation, and innovation. In Hirschman's terms, these ae goodreasons
for expeding locd governmentsin dedining citiesto be in abetter position to mobili ze
voice and gain better information abou what kinds of adions and reforms are most likely
to leal to success

Subretional governmental officials are thought to receve better information from the
marketplace éou the eff ectivenessof their palicy choices, for three reasonsin particular.
First, locd governments are expeded to get signals from voters abou appropriate paolicy
choices. Local resident property owners "can be expeded to presaure government offi-
cias. . .to employ pulic resources efficiently to fadlit ate e@mnamic development” (Pe-
terson 1995 19). Seocond,smaller governments are more likely to have market-based
information onthe adual cost and kenefits of pullic padlicies and services snceit is eas-
ier to cdculate these onasmall scae (Peterson 1995 21). One may also pu forward a
complementary third argument that because local pdliti cians' constituencies are smaller,

they are dso more likely to be familiar with the problems and oppatuniti es faced by the
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whale spedrum of emnamic actorsin their jurisdictions, whereas national padliti cians
make dedsions within spedali zed committees that are often captured by special interests.

Competition among locd governmentsis thought to constrain locd dedsionmakers
advantageously by making them more likely to act ontheir knowledge of market needs.
Small er governments are, after all, threatened more drastically by negative market
changes such as plant closings, rising unemployment, and popuiation dedine. Variation
in the eonamic fortunes and tax revenue of locad governments are not always compen-
sated by higher-level governments in federal systems. National government revenues, in
contrast, are more broadly based and can be auigmented by deficit spending. These @n-
straints, acording to federalism theory, make local officialsin federal systems more &-
tuned to the problems, needs, and opprtunities creaed by locd markets. Cities are like
private firmsin the sense that they must "compete with ore another so asto maximize
their econamic paosition” (Peterson 1981 29). Cities must ad so asto maintain andim-
prove the atradivenessof their location for businessfirms and residents. The fruits of
successul competition are new firms and residents, who are purportedly always on the
lookou for the most advantageous mix of government services and lower taxes. If resi-
dents or firms are unsatisfied with the mix of taxes and services provided by their locd
governments, then they may move to areas that provide amix more to their liking. Thus,
faili ng to keep taxes low, whil e still offering services of at least average quality, means
running the risk of quickly losing residents and firmsto more dficient cities with better
services and lower taxes (Tiebou 1956 Peterson 1981 32-37, 1995 25; Peterson, Rabe,
and Wong 1986.

Peterson's argument is that small is smarter—because locd governments can neither
control nor ignore markets, they are forced by federalism to incorporate anticipated mar-

ket reactions when making development palicy. The incentives and constraints experi-
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enced by local governmentsin federal systems are thought to give them akind o ration-
ality advantage over big government in econamic development palicymaking becaise
they ensure that econamic development palicymaking resporsibility is put in the hands of
adors who are better informed abou locd markets, who are compelled to use pubic
funds efficiently, and who are more likely to select targets based oneconamic rather than
paliti cd criteria. Practicdly, this shoud mean that local governments are more likely to
read strategicaly to decline andto find ways to encourage locd growth than are dties
that have no autonamy over econamic development palicy. Peterson (1995 26), for ex-
ample, expedslocd governmentsto be lesslikely than national or state governments to

waste pulic ad on"loser" industries, just as feared by Olson.

Why Citi es Canna Always Readli ze the Advantages of Federalism

Theorists and pditi cians who laud the alvantages of federalism have tended to
overlook the processof locd dedsionmaking. The purported rationality advantages of
locd governments in econamic development pali cymaking—advantages that rest on ac-
cesshility, participation, and innovation—are anpty unlesslocal leaders are actually able
toredizethem in pradice Yet, locd officials faceserious barriersto innowationin prac-
tice, barriers that are inherent to the processof dedsionmaking.

For Peterson, the main thred to rational, strategic action by locd governmentsliesin
medhanisms that remove the beneficial constraints and incentives of the market. This can
happen when higher-level governments beame tooinvalved in loca development
through block grants and aher financial transfers. In the U.S., national agencies have
sought to asgst metropditan areas to improve social welfare and local ecnamic growth
sincethe 196(. Peterson seesin thisinvolvement alatent danger to the rationality ad-

vantage of local governments. The patential of getting large anourts of state or national
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money can make local officials numb to market signals and insensitive to local busi-
nesses interests. "Each city needs to see direct fiscal benefits from operating efficiently
and effectively if local officias are to have appropriate incentives' (Peterson 1995: 24).

Some scholars even point to federalism itself as an explanation for why some cities
do not adopt local economic development policies strategically. Ironicaly, the barrier to
strategic decisionmaking created by federalism stems from the very competition among
autonomous local governments that is thought to heighten the efficiency and effective-
ness of local decisionmaking. When many autonomous governments exist side-by-side,
the likelihood increases that different subnational jurisdictions will work at cross pur-
poses. Under competitive pressure to capture a share of national growth, subnational
government leaders may feel compelled to compete with other governments in an eco-
nomic development "arms race" whereby they strive to match and better the highest in-
centive package offered in order to attract capital investment (Peretz 1986). Failureto do
S0 may mean losing out in the competition to attract new businesses. Joining the incen-
tives race, however, means upping the ante so that the level of incentives necessary to
attract new businesses may escalate to the point where it far exceeds any potential bene-
fits of new growth. Thisdynamic can push the costs of smokestack chasing to astro-
nomical heights. The estimated price tag of the incentive package offer by Kentucky to
Toyotais estimated to have cost $50,000 per job (Clarke and Saiz 1996: 519). In these
and other cases involving incentives provided by local governments, it is by no means
assured that public expenditures will ever be recuperated in the added tax revenue new
production might bring.

Federalism theorists tend to overlook the fact that the process of local decisionmak-
ing hides at |east three kinds of serious barriersto strategic policymaking above and be-

yond those created by federalism itself or by the involvement of higher-level govern-
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mentsin the palicy process First of al, theinformation locd officials recave dou
markets and abou the needs and intentions of local firms adually may be quite limited.
Severa studies have shown that practitioners "operate in an environment charaderized by
uncertainty, ambiguity, and turbulence’ (Wolman 1996 129). This dandsin contrast to
Peterson's claim that locad governments receive relatively goodinformation from busi-
nesses and residents.

Sewmnd,in urcertain and ambiguous environments, respondng strategicdly to de-
clineinvalves pdliti cd risk, i.e., the chancethat palicy choices will | ead to negative wn-
sequences for the ones resporsible for the palicy (Spinder and Forrester 1993 39). Be-
cause palicies targeted to new firms may fail anyway, local officials may choose to avoid
any kind of aid for new kinds of firmsthat is oppased by existing businesses. By doing
S0, they can be sure that their palicies at least appease the existing locd businesscommu-
nity. Although the most influential firms may not represent the best investments for pub-
lic ad, locd leaders may choase to suppat exadly these firms (and their workers) in
order to minimize their own pditi cd risk. While Peterson (1995 39) realily adknowl-
edges that "the pdliti cd incentives that shape the dedsions of palicy makersinduce them
to make the wrong choices," he only considers these processes at the national and state
levels. Yet locd studies show that local officialstoo face presaure to minimize the paliti-
cd risk of their development pdlicies rather than to maximize their ecmnamic rationality.

Third, and most fundamentally, even if cities have goodinformation and leaders are
willi ng to pay the pdliti cd price of innowation, they still may not be ale to piecetogether
the resources necessary to implement new palicies. Sincethe 196Gs, governing cities has
beamme more difficult due to the increasing complexity of padlicy adionand a steep re-
ductionin the resources avail able to local governments (Yates 1977). Thisisespedaly

true for citiesin decline.
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Toollittl e information, too much pditi cd risk, and scarceresources al represent se-
rious barriers to strategic action. Given all of these barriers to strategic palicy adoption
onthelocd level, it is easy to understand why federalism does nat aways deliver onits
"good government" promises. It comes amost as a surprise, then, that the case study
literature shows that some dtiesin federal systems have indeed resporded strategically to
dedine. How werethey ableto doit? What distinguishes drategic daties from those
which dd na respondstrategically to similar kinds of problems? Clealy, being embed-
ded in afedera system is not a sufficient condtion for bringing abou strategic econamic
development pdlicy. Other fadors must be on hand that aid cities in making strategic
dedsionsin eanamic development palicy before the "good government” potential of
federalism can beredized. Thus, studies of locd dedsionmaking are used to develop
hypatheses about which local dedsionmaking processes are asciated with strategic

palicy making in federal systems.

Do the Purported Advantages of Federalism Apply Outside the United States?

Some may doult that the condtions that are suppased to force small er governments
to make more eff ective and efficient econamic development padlicy dedsions hald ouside
the United States. Asnoted abowve, federalism's purported advantages are based almost
exclusively on the mecdhanism of competition, which set up the "exit" option for firms
and citizens. However, the avail able empiricd datado nd suppat exceptionali st argu-
ments based onthe assumptionthat only American cities face "exit" presaure. With the
increasing gobalization d trade, European cities generally, and German citiesin par-
ticular, have been quite sensitive to competitive presaures. Indeed, olservers of German
cities have compiled along list of the new concerns of German citi es that have aisen dwe

to heightened competiti on, including many fadors oncethought to hdd for U.S. cities
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only. German cities are noting that an increased number of their locd firms face stiffer
competition internationally just as they are seeing more local firms attempt to interna-
tiondli ze their production and sales. Competition among German cities for aid from state
and retional governments is more intense, while & the same time the introduction by the
European Union of regional development programs means that they now must compete
with citi es throughout Europe for some forms of aid. Meanwhil g, the financia burdens
borne by locd German governments continue to grow, puiting pressure onthem to ex-
pand their tax base (Grabow and Hollbach-Grémig 1998 169, Holl bach-Grémig 1996.
Despite the increasing simil arity of the emnamic contexts faced by large dtiesin
advanced industria courtries, the work of many federalism theorists, including espedally
Peterson,is dill based oy onasingle case—the United States. Federalism, however, is
by no means restricted to that case. It isnot even restricted to naminally "federal” sys-
tems. Recent reseach has been getting further and further away from an understanding
of federalism based onformal, legal definitions of institutions. Reseach comparing fed-
eral and centrali zed states often underscores instead that there is more variation among
palicy areas within courtries than between "federal” and "non-federal" systems (Pierson
1994 131). Anton (1989 envisionsfederal systems as complex fields of governments
andindividual government officials who are freeto creae or leave vertical and haizontal
codliti ons in the interests of seauring particular benefits. These kinds of coaliti ons can
form in "federa" or "centralized" states, andindeed in naminally centrali zed states like
Italy, Sweden, France and Great Britain. Indeed, there has been a strong push to creae
new regional governments and to all ow local governments more autonamy in dedsion
making in some palicy areas, which would give them all the more incentive to join in
informal verticd and haizontal coaliti ons such asthose Anton finds in the United States.

Other schalarship has snown the extent to which intergovernmental relations in "federal”
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systems depend on non-institutional factors such as particular party constellations (Benz
1999: 77); there is no reason to expect that the effects of such factors on intergovern-
mental relations are special to "federa” systems. In sum, then, scholars should stop em-
ploying federalism as a general explanatory variable, for example, in arguments about
how national institutions of federalism spur a"race to the bottom" in welfare reform or
economic regulation (Scharpf 1994). Instead, an approach that differentiates among pol-
icy fields, incorporates political variables, and examines intergovernmental relations

across national boundaries is needed.

Propositionsfor Testing from Urban Regime Theory

A wide diversity of development policiesis available to American and European
cities. Given the greater supply of policy ideas, one might suppose that local
governments are in a better position than ever to respond to local economic situations
strategically, tailoring their responses to fit their own particular needs. Y et case studies
show that the strategic capability of cities varies. How can this variation be explained?
Studies that rely on aggregate datato explain local policy adoption leave us with a great
deal of unexplained variation. Some authors conclude that local process variables need to
be incorporated into additional studiesto account for this variation. Studies based on
urban regime theory have begun to identify such process variables, and four factors that

are probably associated with strategic policymaking are explored below.

Studies Using Aggregate Data

A growing literature using aggregate data offers explanations of the variation in local
policy adoption (Wolman 1996: 124-128). Factors have been examined that correlate
with the level of activism, the adoption of particular policy types, and the setting of

policy targets (Clarke and Gaile 1998; Reese 1993; Donovan 1993; Fleischmann, Green,
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and Kwong 1992 Feiock and Clingermayer 1992 Sharp 1992 Clingermayer and Feiock

1990 Bowman 1987 Rubin 1986.

Theories of local agency suggest that factors li ke the presence of coaliti ons of
progrowth adors, strong leadership, the perception d a disequili brium between taxes and
services, and hgh bureaucratic cgpadty will be assciated with higher palicy activism.
Structural theories, onthe other hand, suggest that local adors are lessfree to choose
their development strategies through pditi cd dedsionmaking, being instead constrained
by broad economic factors such as deindustriali zation, demographic factors sich as dow
growth and poverty, and pditi cd fadors such as competition with ather cities
(Fleischmann, Green, and Kwong 1992). Empiricd studies have shown that neither
agency nor structural fadors alone exclusively determine e@namic development palicy
use d thelocd level (Clarke and Gaile 1998 97; Fleischmann, Green, and Kwong 1992
694 Clingermayer and Feiock 1990 549). However, the scholarship does suppat some
basic generali zations.

Severa studiesfind that measures of econamic distressare positi vely associated with
palicy activism (Fleischmann, Green, and Kwong 1992 Sharp 1991; Rubin 198§.
Similarly, Bowman (1987 24, 59 finds that high econamic distresscities sled more
targets than dolow distresscities. Rubin (1986 uncovers a crrelation between the locd
tax burden and adivism, arguing that a higher tax burden promotes the perception o
urgency among city officials, which then leads to greater adivism. Size dso matters—
the larger the popuation, the larger the number of padlicy tods used (Fleischmann, Green,
and Kwong 1992 and the more targets are chasen for concentrated action (Bowman
1987 47). Thesize difference however, may refled a similarly robust finding that cities

with higher bureaucratic capadty also domore in econamic development (Fleischmann,



65

Green, and Kwong 1992. Size and bueaucratic cgacity are, of course, related: larger
citiesare dso likely to have greater financial and kureaucratic resources.

Strong leadership is also asociated with higher activism. Some reseachers find that
cities with amayor rather than a manager as chief exeautive are more adive in econamic
development (Clingermayer and Feiock 199Q Feiock and Clingermayer 1986. This
suppats arguments that incumbent paliti ca adors probably intentionally exploit
econamic development paliciesto achieve eledora gains (Elkin 1987 40; Wolman
1988. Similarly, Schneider and Teske (1993 argue that "padlicy entrepreneurs’ use new
palicy positions to win eledions, and apparently, econamic development palicies are
goodfor this purpase, for 60% of "entrepreneurial” leaders suppated an activist,
progrowth agenda.

Despite recent advances, there ae two basic problems with the studies of padlicy
adoptionthat rely on aggregate data. One wegknessisthat our knowledge is over-
whelmingly dominated by studies of the United States. Thereisvery littl e information
avail able @ou padlicy adoptionin citiesin aher federa systems, even though some
avail able information suggests that German citi es have progressed ona parall el courseto
their U.S. courterparts. Activism is higher in cities with larger popuations, for example
(Wrobel 1979 Heuer 1985 Holl bach-Grémig 1996. The same studies also dacument
regional diff erences consistent with the wnjecture that those regions hit hardest by eco-
nomic dedine ae dso more active.

A seond key wegknessin aggregate-data studies is that they focus mainly onthe
fadors asciated with adivism generally or the alogtion o single kinds of pdlicies, na
the aloption o sets of paliciesin resporseto particular contextual situations. Given the
current state of the literature, ore caana know why size and econamic decline @ntribute

to higher adivity in some dtiesbut not in athers. Similarly, whether the reasons for
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higher activism are the same in different systemsis unknown. Studies are needed that
look more closely at the process of policy adoption at the local level rather than at the
factors associated with the adoption of particular kinds of policies and the selection of
particular targets. In sum, more information is needed on "local decisionmaking about
economic development, especially the nature of coalitions associated with the adoption of
policies and the assignment of programs to local organizations" (Fleischmann, Green, and

Kwong 1992: 694).

Urban Regime Theory and its Limitations

Our knowledge about the nature of decisionmaking at the local level isindeed al-
ready quite advanced due to a new influx of studies guided by urban regime theory. This
literature is less atheory than it is an "urban governance approach” to the study of local
decisionmaking, but it offers new and valuabl e insights into the way political and eco-
nomic decisions are typically made in local contexts. Urban regime studies have demon-
strated that citiesin America and Europe are typically run by individuals from both pub-
lic and private sectors who interact with one another time after time, forming networks or
even more exclusive "regimes." However, the urban governance approach has important
weaknesses that prevent us from using the information provided by existing studies to
draw conclusions regarding the relationship between urban governance and responses to
deindustrialization.

The most important gap in the regime literature is its heavy focus on the stability of
regimes rather on their transformation. This weakness was preprogrammed into the early
literature by the nature of the debates out of which regime theory emerged. Regime the-
ory offered a synthesis of two separate debates in the local politics literature: the commu-

nity power debate and the ungovernability of citiesthesis. The community power debate
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was condcted between two camps divided over the question d who redly deddes where
pulic resources are spent in the aty. Elitist theorists argued that American cities are @n-
trolled by alocd power dite—a small group d lealing businessmen and financiers—who
together with mayors and trade union leaders determine the city's future (Hunter 1953.
Plurdists, however, argued that urban pditicsisthe outcome of competition among alarge
number of diverseinterest groups, espedally when orelooks a any particular city over an
extended time period (Dahl 1961). Logan and Molotch (1987) off ered the beginnings of a
synthesis. athough politics does usualy include alarge number of adors as the pluralists
claim, the ayendain city after city serves dite interests and is usually tied to more growth.
Thus, in most American cities, there exist coalitions united around the goal of promoting
eaonanic growth that functionin an ditist fashion, thus beaing a greaer resemblanceto the
urban politicad madines of old, hencethe nomer "growth macines." These progrowth
coalitions, so goesthe agument, arein fact anew kind of democraticdly legitimated politi-
cd madhine that excludes other kinds of values or orientations that might have aisenin
more democratic systems.

Even as arguments were being exchanged about who redly governs at the local level,
new arguments were put forward that citi es are becoming ungovernable anyway, sug-
gesting that the community power debate was missng the point. Yates (1977 saw a ai-
sis of urban governability caused by the increasing expedations of citi zens, the increas-
ing complexity of palicy action, and a steep reduction in the resources avail able to locd
governments. Similarly, Peterson (1981) argued that the autonomy of locd adorsto
choose targets for public expendituresis sverely limited by the ingtitutional constraints
creded by U.S. federalism.

Urban regime theory offered a new synthesis of both debates: the macdine-like sta-

bili ty of progrowth coaliti ons explains why adors are ale to govern the modern city de-
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gpite the problems noted by Y ates and Peterson. With Y ates, urban regime theory under-

scores the problem that getting things accompli shed in citi es takes more resources and
larger numbers of actors than ever before. To make use of the newest todlsandideasin
econamic development, many of which require complex forms of puli c-private financ-
ing, city leaders must be &le to adivate more participants and aganize them under an
increased degreeof coordination. Codlition a network building is the way that cities
acaomplish this. Coaliti ons are thus a necessary condtion for palicy adion and the
maintenance of power in modern cities. Looked at in thisway, power at thelocd level is
akin to aproduction process—"social production™” (Stoker 1995 59). Influential actors
who want to get things done enter into bargaining situations, enticing cooperationin pdi-
cymaking and implementation from other influential adors. The focus of research
guided by urban regime gproacd is on "the informal arrangements by which pulbic bod-
ies and private interests function together in order to be eleto . . .manage conflict and

[make] adaptive resporses to social change”" (Stone 1989 6).

Propasition One

The now widely accepted argument that coaliti ons or "regimes" are anecessary con-
ditionfor getting things done & the local level suggests an initial propasition abou the
roots of strategic respornses of local governments to econamic decline:

Proposition one: Deindustriali zing cities are more likely to respondstrategi-

cdly to dedineif their key puldic and private dedsionmakers have aeded a

stable governance @aliti onin ecnamic development.

There ae severa possble anpiricd indicaions of astable governance aalition. First,

pulic and private sector actorsin a governance aalitionwill be seen to have cooperated

repeaedly to redize particular projects or palicies. Also, if a walitionisin pace thenits
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members will be quite well known to each other and they will have similar goalsin eco-

nomic development.

Proposition Two

A working coalition of key public and private sector leaders should enable this lead-
ership to adopt new policies and get things done. However, that a coalition can get things
done does not mean that it will choose to do anything, nor can it be predicted what it will
chooseto do. Even if the presence of afunctioning coalition is necessary for the formu-
lation of a strategic response to decling, it is not a sufficient cause.

The earliest and most influential urban regime studies argued that the existence of a
strong regime tends to block strategic responses. Y et this conclusion is misleading,
guided as it was by a particular agenda important in the early development of regime the-
ory. The early studies by regime theorists, especialy Clarence Stone (1989), werein-
tended to demonstrate how systemic, or informal and indirect power structures on the
local level can be stabilized within "regimes" despite substantial economic and political
changes. Thusfor Stone (1989: 9),

[t]he study of urban regimesis. . . an examination of how cooperation is
maintained when confronted with an ongoing process of socia change, a

continuing flux of new actors, and potential breakdowns through conflict or
indifference.

As a consequence of this goal, early regime studies centered on cities whose local, infor-
mal networks remained stable over time despite major changes in the political and eco-
nomic environments. These cases strongly suggested that urban coalition members tend
to select policies that serve to protect existing coalitions from change (Stone and Sanders
1987). Following thisline of argumentation, one expectsthat if local governing coali-
tions in deindustrializing cities formed before the onset of decline, then it islikely that

their subsequent economic development policies will be intended to serve the needs of
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regime stabili zation rather than to serve the goals of econamic rationality and strategic
palicy selection. Because econamically sensible resporses to dedi ne may necesstate
challenging or ignoring the interests of influential but dedining econamic sedors, then
the palicy choices of establi shed regimes may be made in neglea of econamic rationality
for the purpose of protecting important local firms. Politi cians who reed vates want to
please businesses who provide their campaigns with contributions and their voters with
jobs. Some schdlars thus expea pdliti cians to focus on the short-term exigencies of win-
ning elections and maintaining coaliti ons, rather than onthe long-term econamic impad
of their development palicy choices (Wolman 1988 Elkin 1987 40).

Early urban regime research suggested that the presence of strong urban coaliti ons
attempting to maintain themselves in the face of ecnamic changes may intentionally or
unintentionally prevent strategic resporsesto decline. This has not been suppated by
later reseach into locd regimesin the United States and Europe—perhaps the findings of
ealy regime theorists were too heavily colored by the cases they chose. Cases where
regimes subbanly resist adapting themselves to serious eaonamic changes do nd repre-
sent the norm, and there is goodtheoretical reason to exped the oppdasite readion. Fed-
eralism theory clearly predicts that locad governments canna aff ord to suppat regime
stabili zation against econamic rationdlity over the long term. Moreover, one of the pio-
nees of regime theory also underscored that the governing decisions of regimes have
everything to dowith "making adaptive responses to social change" (Stone 1989 6, em-
phasisin ariginal). These alaptations can surely entail the programmed transformation
or rejuvenation d the regime itself.

Recent urban governance studies have foundgrea diversity in the compasition o lo-
cd dedsionmaking networks. They have looked at the stabili ty, dedine, or outright ab-

senceof progrowth regimesin ather cities (Orr and Stoker 1994 DiGadano and Kle-
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manksi 1993; Hoxworth and Thomas 1993; Del_eon 1992; Fleischmann and Feagin
1987). Another recent trend in the urban regime literature has been to investigate the dif-
ferent types of goals regimes can have (DiGaetano 1997; Kantor, Savitch, and Haddock
1997; Clarke 1995; Stoker and Mossberger 1994; Stone 1993 ). This new research shows
that urban coalitions are often able to adapt themselves to new circumstances by incorpo-
rating new goals and/or new members. In fact, the short-term goal of propping up super-
annuated regime policiesis usually not an aternative that receives serious attention by
coaition membersin rea situations. On the contrary, case studies suggest that urban
coditions in transition more commonly attempt to foster long-term change, finding this
strategy necessary in order to maintain political stability (Buss 1993; Pecorella 1987).
Leadership in crisis often looks for ways to redefine the city and to project avision of a
better future. Economic development coalitions often are at the center of these efforts.

These studies suggest a second proposition about the relationship between coalition
structure and strategic action in response to economic decline:

Proposition two: If local coalitions form or change after economic decline

setsin, then the coalition will seek to respond strategically to economic de-

cline rather than to serve only the interest of maintaining existing power
structures as they existed before deindustrialization.

Proposition Three

Those who praise the advantages of decentralization for rational policymaking make
assumptions about the process of decisionmaking at the local level, namely, nationa aid
might make local actors more prone to the problems that affect decisionmaking on the
national level, such as those identified by Mancur Olson. Loca governments function in
an intergovernmental context that, according to Peterson, might at times spoil the pur-
ported rationality advantage of local governments. Peterson (1995: 24) suspects that in-

tergovernmental aid can block strategic action locally, especialy when aid levels are very



72

high. The avail abili ty of state and national aid may make local |ealers insensitive to
market signals, the consideration d which is a prerequisite for strategic adion. German
federalism scholars would concur, as they go so far asto assert that the interadion o
government adorsin afedera stateisnealy exclusively determined by the distribution
of financial resources and the stream of revenue (Furst, Hess, and Richter 1984 21).
Thus the German federalism scholarship also implies that what locd officias do depends
in great ded onthe ad dffered by higher level governments.

Empiricd studies based on uban regime theory have been reaching the same conclu-
sions, albeit independently of federalism theory. Those few scholars who have studied
regime change have foundthat when locd decisionmakers are reorienting themselves to
new goals or trying to respondto changed econamic drcumstances, higher-level govern-
ments exercise asignificant influence—and probably a higher than usual influence (Ward
1997 Lauria1994 Buss1993 Pewrella1987. Their influence stemsin part from the
fad that when a dty is undergoing econamic decline, it espedally needs the resources
that state and retional governments can provide. Nonetheless for urban regime theorists
thereis noreason to believe that the influence of higher-level government adors on coa-
lition dedsionmaking will necessarily edipse the influence of private adors and market
signals within locd coaliti onsto make locd regimes lesslikely to ad strategicdly when
pursuing the goal of growth.

From their different perspedives, federalism theorists and schalars of urban govern-
ance have readed a similar conclusion: when higher-level governments cooperate with
locd officiasin econamic development, this cooperation changes the structure of local
dedsionmaking. Althoughit isas yet unproven that higher-level governmental aid
blockslocd strategic resporses, propasition three is formulated so as to reflect Peterson's

expedations:
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Proposition three: The participation o higher-level governmental officials
in locd dedsionmaking and the presence of intergovernmental aid will make
locd leaders lesslikely to formulate astrategic resporse to econamic dedine.

Propasition Four

A fourth and final propasition emerges out of the theoretical discourse regarding the
unintended side dfeds of dedsionmaking sequencesin pdicymaking. Urban regime
theorists have long suspeded that padlicies adopted by a set of dedsionmakers at one
point in time impad the cnsensus, goals, incentives, and oppatuniti es of the same ded-
sionmakers later on. In Clarence Stone's terms:. "the li ne between change and continuity
inaregimeis. . . nd sharply defined. Adaptations srve stability, bu they also modify
the original relationship” (Stone 1989 181).

The sequential dynamics of coaliti onal dedsionmaking have receved too littl e aten-
tionin the anpiricd lit erature, given the wide acceptance of the theoreticd assertion that
the dedsions of governance aaliti ons are structured by their own earlier dedsions.
Kraussand Pierre (1993 185), for example, aso observe such dynamicsin state-level
palicymaking. At first, actors haveto generate aconsensus abou what to doin ecnamic
development. If thisexists, pdicy ideas are taken upand translated into "institutions®
and pdicy instruments. However, the "relationships among ideas, institutions, andin-
struments are not one way; palicies adopted affed ingtitutions, and instruments and in-
stitutions feed badk into consensus.”

Sequential dynamics are related to a much wider literature on aganizationa "lean-
ing." Paganoand Bowman (1995 26), wholook at learning processes in cities, nde that
cities lean because they "continually adapt to their constantly changing environments.
Externa andinternal stimuli, catalysts, and impulses are ingested and tranglated into pro-
grams and pdicies by key city officials." Pagano and Bowman suggest that there aetwo

particular "trigger mechanisms" causing citi es to want to lean how to implement new
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programs and policies. Following Tiebout (1956), they argue that whenever revenueis
no longer adequate to meet the costs of service provision, cities have to find some way to
bring the two back into equilibrium. Another trigger mechanism is subjective or "per-
ceptual." Local officials have perceptions and aspirations that are related to the sphere of
citiesin which their city competes. They may become more active in economic devel-
opment when they think their city isfalling behind other cities.

The model of learning in figure 1.2, adapted from Pagano and Bowman (1998), il-
lustrates one simple course of learning in economic development. At the beginning of a
learning cycle stands a perceptual trigger to mobilize resources for doing something
about economic development. Once city leaders begin to mobilize resources for a new
policy or project idea, they must also learn how to use new kinds of policies or direct old
policiesto new goals. Thisisrisky and may fail, but if cities experience success with
new economic development policy efforts, it puts a sequential dynamic into motion. In
extraordinary cases, the policy actually improves the tax base, which might eliminate
worries about decline. More often, however, policy has much bigger effects on the ini-
tiators of the policy than it does on the economy. Successful policies and projects can
feed back to bolster the aspirations of those who were responsible for the policy, encour-
aging them to risk more and to concentrate subsequent effort on the area of original suc-
cess. Theinteraction among consensus, policy, and environment can be called alearn-
ing process so long as actors continually adapt local policy to changesin the environ-
ment,
just as the continual reassessment of the viability of a development policy is a prerequi-
site of strategic planning. When networks "learn," previous experiences with policy-
making positively structure later policy choices so that later choices build upon but are

not limited by earlier policy successes. Asillustrated in Figure 1.1, aspirations are im-
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pacted both by previous policy successes, but also by news about changes in the political
economy. Inthis case, later choices of governance coalitions are made in reaction to new
information, opportunities, or problems that may have superannuated earlier policies.
Decisionmaking dynamics may serve also to block learning. Earlier decisions create
unintended incentives for actors to continue supporting policies or goals set in the past.
These incentives may cause policymakers to neglect reassessing current policy. Inthis

case, new needs and opportunities will not inform later policy choices. Infact, early ur-

Local Political Economy |

Trigger:
Aspirations 4
Mobilization of Private and Public Resources for
New Projects or Policies
Policy / Project Policy / Project
Fails Succeeds ‘ >

Source: Adapted from Pagano and Bowman 1995: 27

Figure 1.2: The Learning Model of Decisonmaking in L ocal Economic Development

ban regime studies expected the decisions of urban coalitions to tend to block rather than
to encourage "learning” (Stone 1989; Stone and Sanders 1987). In their interpretation,
the choices made by regime members structure policy, and these resulting polices serve
to reinforce the consensus that brought the network together in the first place. Stone used

this argument to explain why urban networks can actually achieve very high stability or
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"regime” status. Regime theorists assert that thisis not an urintended "pali cies make
paliti cs" processbut is rather a quite intentional li ne of adionfor coalition members, who
stand to benefit from the continuation o the existing consensus. However, thereisno
ressonto believe that the processmay also be unintentional: networks may try a number
of palicies and then go with the ones that have the most success Cities moving into new
palicy areas to addressdeindustriali zation—where there is perhaps no strong consensus
abou what to do—wiill certainly see that their early choices, successs, andfailuresin
eoonamic development palicy have agreat influenceon later choices. Successin ore
areamay crystalli ze a onsensus that more shoud be doreinthisarea Thiscan also
have the eff ect of mohili zing the suppat of more adors than suppated the pdlicy origi-
naly. Asthe Germans sy, "successhas many fathers," i.e., successgenerates its own
bandwagon. Fail ure, consequently, is abastard with lessimpad on the network.

Theory strongly implies that the sequence of coaliti onal dedsionmaking can have
unintended consequences that increase or decrease the strategic patentia of locd gov-
ernment resporses to dedine, bu thisisan understudied areaof inquiry. Studies are
needed that ask whether particular patterns in sequential dynamics crop upin dfferent
circumstances, also asking whether such particular patterns are asociated with learning
cities or non nonlearning cities. Such patterns may yield clues abou whether cities can
lean to be strategic or, indeed, whether this can be un-learned. These questions suggest a
final propasitionthat is more exploratory in nature than the previous three

Proposition four: Policy choices made ealy onin a dty's attempt to address

eoonamic decline will have unintended effeds on decisionmakers' long-term

ability to maintain a strategic resporse.

The arrent literature does not offer any information abou what kinds of patternsin ded-
sionmaking are likely to crop up,so such patterns must be discovered first. 1t may be that

every city has adifferent experiencewith decisionmaking sequencing, for example.
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Should common patterns be in evidence, the next questions are whether they have a par-
ticular impact on strategic responses over time and whether thisimpact is positive or
negative. The hypothesis would have to be regjected if the same kind of sequencing pat-

tern were associated with strategic responses in some cases but not in others.



CHAPTER 2
RESEARCH DESIGN
Current studies motivated by federalism theory and the urban governance approach
point to four propositions regarding factors that help local governments to make strategic
policy choices. These are propositions that can be tested in research. However, more
information about the process of policy adoption at the local level is heeded in order to
facilitate an evaluation of these proposed relationships, and the study described below is

designed to provide this information.

L ogic of Comparison

Scholars using federalism theory and the urban regime approach aspire to develop a
tested set of hypotheses relevant for awide range of situations. This study, too, is de-
signed to serve the interests of theory building. Thus, amain goa of this study isto see
whether the four propositions about factors associated with strategic responses are gener-
alizableto casesin different national contexts. Given the high theoretical aspirations of
many scholars, it is surprising that the existing literature is overly dependent on a narrow
range of cases. Federalism studies are dominated by the American experience, leaving a
gap in our knowledge about the possible effects of institutions and cultures that are rare
in the United States and overestimating the influence of conditions prevalent only in
American situations. For their part, urban regime scholars have applied their approach to
cities outside the United States, finding some important similarities. However, the best
comparative urban regime studies are dominated by British and French cases, and it is not

clear why these two highly centralized systems have been repeatedly chosen as appropri-
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ate for comparisons with the United States. Studies of citiesin dfferent federal systems
arerare, so crossnational comparison d citiesin federal states can serveto fill anim-
portant gap in bah federalism theory and the urban regime gproach. Infad, the de-
mands of theory buil ding necesstate more such comparisons.

The comparative study described in this chapter is modeled onPrzeworski and
Teune's (1970 "most different systems" comparative method. The "most different sys-
tems" methodtakes as its darting point the observance of variationin behavior at alower
level than the padliti cd system, which isusually conceved o in national terms. A pri-
mary goal of this approach isto determine the level of analysis at which explanatory in-
dependent variables are most likely to be relevant. The initial assumptionisthat individ-
ual cases aaosspdliticd systems are drawn from the same popuation; i.e., that national
systemic variables do nd play any role in explaining the observed behavior. Further in-
vestigation consists of testing this assumption through cross-systemic research, whereby
systems are dhosen that are dissmilar so asto increase the likely impad of systemic vari-
ables. Testing consists of asking whether subgroups drawn from different systems differ
with regard to dependent variable. If nat, then it is assumed that systemic variables do
not matter. Aslong asthe asumptionisnat rejeded, then the relevant independent vari-
ables are sought also at the sub-systemic level.

The label "most diff erent systems” can be misleading, but for this study it means that
cases are chosen for comparison that responded similarly to dedine but are located in
different federal systems. American cities, abou which thereis agreat ded of knowl-
edge, are mmpared with citiesin anonU.S. federal system. Do nontU.S. cities react
similarly to American citiesin terms of their ability to respondstrategicdly to dedine?
Can their resporses be explained using the same variables? Answering these questionsis

an important theory-buil ding step in more general modern theory of federalism.
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A contrasting comparative strategy is the "most similar systems" design. Here, the
chasen level of analysisisthe pdlitica "system,” whereby one system contains the de-
pendent variable and ore system does not. Cases are chasen so asto be dike in as many
other ways as posshble. Different charaderistics of the cases are ansidered as part of an
explanation d their diff erent behavior patterns. Although the most similar systems de-
sign is probably more common, it presents problems for this gudy, sincethereisagrea
ded of variationin the dependent variable—strategic resporses to dedine—within ne-
tional systems. This suggests drongly that the caise of variationlies at the local level, a
premise that is best tested using the most diff erent systems approach.

National institutional or cultural variables are nat in themselves sufficient for ex-
plaining why some dties act more strategicdly than athers 0 long as cities in the same
courtry vary in their ability to respondstrategicdly. Ye, some studies trea federalism as
anationa institutionthat impads al | ocd systemsin the sameway. Variationin strate-
gic cgpacity, however, suggests rather that federalism works more like aframework, al-
lowing avariety of different locd resporses. Indeed, some federalism theorists and the
urban regime goproach suggest that strategic palicymaking islinked to locd fadors, and
all four of the causal hypotheses or "propasitions’ guiding this research are tied to subre-
tional processes. Using the most diff erent systems method, this gudy first assumes that
these subretional factors, and nd national institutions, are principally determining local
resporses to dedine. However, the purpose of empirical research isto "test” this as-
sumption by comparing processes of palicy adoptionin strategic and norstrategic dties
in dfferent systems. If these fadorsalso hdd for large dtiesin nonU.S. federal sys-
tems, then the assertionisviable that all such citi es belong to the same set of cases, which

isto say that national institutions play a subardinate explanatory role.
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The research proceeds by identifying citiesin dfferent federal systems with similarly

strategic resporses to similar processes of dedine. Oncethese are selected, an investiga-
tionis undertaken to identify whether the four fadors underscored by the literature were
present in all cases where strategic resporses emerged. If, in al strategic dties, some or
all of thefour fadors suggested by the literature were indeed present, then the generali z-
ing statement is justified that these ommon fadors are necessary for promoting strategic
resporses to dedine anong citiesin dff erent kinds of federal systems.

The examination d strategic atiesisthe main concern of this gudy. One culd ar-
gue that any of the four factors that were present in bah of these dties make strategic
adioneasier for all citiesin federal systems. However, looking only at strategic aties
canna provide sufficient grounds for the agument that such factors are universally im-
portant. One canna know if any fadors foundto be @mmmonto strategic dties are nat
also commonin cities that did not respondstrategicdly to dedine unlessone dso looks at
dedsionmaking processes of norstrategic aties. To alow for such a wntrol, the study
also includes one German and ane American city—Augsburg and Louisvill e—that expe-
rienced econamic problems smilar to those of the strategic aties of Dortmundand
Providencebut that did not respondstrategicdly in the 198Gs.

The study ouitlined below is designed to test propasitions from the literature, bu the
standard of proof for quaitative gproaces like the one used here differs from the stan-
dard o proof for quantitative goproaches, much like avil cases differ from crimina cases
in an American court of law. The aiminal case must be proven beyondreasonable doult
and hesto be goproved uranimously by the jury, while dvil casesrequire only a prepon-
derance of evidence and require only majority approval. The study ouitlined here requires
the use of reason, logic, and interpretive findings as oppased to the more black and white

standard of hard data. Thus, the case that will be presented hereislike a évil case.
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Operationalization of the Dependent and Independent Variables

The study's dependent variable is the degree to which a dty adopted growth pdicies
strategicdly in resporse to econamic decline. Four factors are hypaothesized to have an
impad on strategic action. The propased pasitive relationship between each o these
independent variables and the dependent variableis put in terms of four "propositions.”

The dependent and independent variables of interest in this dudy do nd lend them-
selves to quantitative operationali zation. Rather, the research is qualitative and case-
study based. Dependent and independent variables are operationali zed consistently
among the different cases, all owing comparisons of cases relative to each other in terms
of the dependent and independent variables. This dandard of operationali zation will not
suppat the agment that any city aded strategicdly in any absolute sense, but it does

allows usto say that one dty was relatively more strategic than ancther.

Dependent Variable

Adoping gowth pdicies drategicdly in response to econamic dedine involves the
pursuit of a particular palicy or project after weighing the csts and benefits of palicy
aternativesin consideration d particular locd problems, market oppatunities, and re-
sources. The scope of thisresearch islimited to those pdlicies that take apro-growth
orientation. The degreeof "strategic-ness' is evaluated using measures of cgpadty as
well as of actual adion. A padlicy counts as grategic only if it emerged from a padlicy
system characterized by relatively high complexity. Conversely, a complex palicy sys-
tem courts as drategic only if it adually did something; i.e., only if adorsimplemented a
palicy they themselves consider to have been succesdul.

The dependent variable used in the study is a mmpaosite measure nsisting of four

separate comporents: the number of areas of adivity in which the dty isinvolved, the
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complexity of its organizational structure, its ability to set particular targets, and the
degreeto which the dty's econamic devel opment organizations coordinate their
adivities. The dependent variable can take onfour different values, as s1ownin table
2.1,ranging from easy to very hard. Thisrefledsthe fad that resporsesto dedine vary
in terms of how difficult they areto pu together and implement. Some resporses are
"easy" in the sense of being low cost, low risk, and common to many cities in many
different situations. Easy resporses can be mnducted "automatically,” requiring virtually
noinvestment of paliticd or financial capital, no rew adors with new resources, and no
new forms of cooperation among adors. "Hard" or difficult resporses, onthe other hand,
encompasshew areas of activity for the dty, result in the successul completion severa
new projeds, have agreaer targeting spedficity, and involve agreater number of
organizations, and the increased coordination among organizations adivities. "Hard"
resporses are more likely to have been adopted strategicdly.

The aedion d the ading schemeintable 2.1isan impredse exercise guided by
rules of thumb. One ruleisthat mutual exclusivenessand exhaustiveness sioud be
guaranteed. Mutua exclusivenessmeans that each olservation can be placed in only one
caegory; exhaustivenessmeans that sufficient categories exist for al observationsto be
placed in some category (Bohrnstedt and Knoke 1988 16). Further, because the reseach
necesstates only pasitioning cases relative to each aher in terms of how strategically
they reacted to dedine, it is senselessto create more cdegories than cases. After evalu-
ating the possble range of variation onthe indicaors used, four caegories were judged
to be gopropriate. Assgnment to ore cdegory or the other is ajudgement call, bu the

information by which each assgnment decisionwas madeislaid ou in the cae studies.
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Areas of Activity

The more areas of activity in which a city isinvolved, the more policy aternatives it
creates for itself and the more ways it can respond to actual market problems and oppor-
tunities. It isharder for a city to implement policiesin many areas of activity than in just
one or two. The policy field of economic development includes a large number of differ-
ent activities that can be grouped into five genera areas: physical infrastructure, "soft"
infrastructure, business acquisition, taking care of existing businesses, and aid for entre-
preneurs or small businesses.

Physical infrastructure improvement is the oldest kind of public-sector economic
development activity. Although every city provides physical and social infrastructure,
many cities only recently have linked these activities explicitly to the goals of "economic
development.” Physical infrastructure activities include concepts for improving retail
turnover, the creation or improvement of tourist attractions downtown, the older activity
of brownfield reactivation, and transportation infrastructure improvements. The provi-
sion of "soft" infrastructure was an innovation of the 1980s and was the result of an in-
creasingly wide definition of "public infrastructure." Soft infrastructure includes such
things as worker training, broad educational programs, parks and recreation, and the arts.
New businesses acquisition and taking care of existing businesses are two other areas of
traditional local economic development efforts. Acquisition involves many kinds of spe-
cific activities, including the brokering of property, ads and other forms of marketing, and
the creation of industrial parks. Taking care of existing local businesses can involve
helping firms survive bankruptcy proceedings, assisting local businesses in production
expansion, or assisting in product and process innovation. A more recent area of activity

for local governmentsis the provision of aid for small businesses and entrepreneurs. Ex-
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amplesinclude the provision of advice and business services. Venture capital funds and

business incubators aso fal into this category.

Targeting

Targeting involves setting priorities on particular sectors such as manufacturing or
retail, or on particular branches such as biomedical technology or distribution. Setting
particul ar targets invol ves making a choice about which areas of public aid are most
likely to produce payoffs. While setting broad targets like "growth" is avery easy task,
targeting specific areasis quite difficult. Itispoliticaly risky and requires the acquisition
of sophisticated information about which kinds of firms are likely to prosper locally. The
easiest thing for acity to do isto set no targets, giving aid on afirst-come, first-served
basisthat |eaveslittle room for strategy. Most difficult isto set targets and then actually
follow up on these targeting priorities with a specific plan of action that sets out how tar-

geted industries are to be given privileged access to economic development aid.

Organizational Complexity

Scholars looking at differencesin policy systems note the benefits of complex deci-
sionmaking structures. "Complexity isagood thing," write Savitch and Vogel (2000a:
164), because it maximizes the available range of choices and allows a close approxima-
tion of an "organic" structure; i.e., one that more closely corresponds to the diversity of
interestsin the city. Complex organizations with broad organizational bases are aso
more likely to give more points of entry for information from market actors, a prerequi-

Site of strategic decisionmaking in economic development policy.
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Of course, it isharder for a dty to creae a @mplex organizational structure involv-
ing many separate organizations than it isto rely ontraditional structures sich asa dty
department of econamic development or a mayor's office of econamic devel opment.
Newer, more cmplex organizational structures involve many organizations alongside or
in placeof a aty department. Thereis abroad range of new organizational types. They
include new or expanded bureaucratic offices within the aty bureaucracy or mayor's of -
fice New organizations may also arise out of chambers of commerce, which may create
aprivate organizationto promote e@namic development, organize an informal "cam-
paign,” creaeits own dedicaed dffice for econamic development, or cooperate with the
pubic sedor in creaing anew partnership for econamic development. The most com-
plex organizational structures are those which include alarge number of private and pub-
lic bodes, al of which are resporsible for some part of the overal | ocd development
effort. The most complex organizational form emerges when alarge number of new or-
ganizations exist that are acive in econamic development even asasingle, direding or-
ganization revents an overlapping of effort or competition among the many pullic and

private eonamic development organizations.

Coordination

Coordinationis diredly related to organizational structure and solves a problem that
higher complexity brings. Very little cordinationis needed under asimple organiza-
tiona structure in which a single department is given full authority over alimited number
of econamic development tasks. Asthe number of tasks increases, and the number of
organizations doing econamic development grows, the need for coordination increases
(McGovern 1997 195. A moderate level of coordination involves regularized commu-

nicaion among the diff erent organizations doing econamic development. Thisis amost
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always possble—communicaionis easier than cooperation. A harder task for local
leadersisto develop a ansensus under which a number of diff erent organizations coop-
erate in carrying out particular projeds or palicies. Even more difficult istrue cordina
tion, which requires an explicit divison d labor among various organizationsin a dty's
eoonamic development eff ort that lasts longer than single projects. In coordinated sys-
tems, cooperation d many different organizationsis aregular occurrence. Coordination
isacomplished if al of the organizationsinvolved in ecmnamic development are inte-
grated into a plan so that they function like comporents of asingle organization. Such a
functional division d labor allows ome organizations to spedalize in particular aress.
Note that the larger the number of organizationsin a daty, the greater its capadty for do-
ing thingsin alarger number of areas of adivity, bu the more difficult it i sto coordinate
these adivities. An especially difficult task, then, isincreasing both the number of or-

ganizations doing econamic development and the coordination d their adivities.

Independent Variables

The Structure of Locd Decisionmaking Networks

The first independent variable, contained in propasition ore, coversthe existence of
agovernance malition. Urban regime theory strondy suggests that the presence of a
working coalition shoud increase the aility of citiesto dosomething in econamic de-
velopment, but how do you knav a aalitionwhen you seeit? The ceantral quality of
regimes isinformal cooperation among individuals who represent key locd public and
private ingtitutions. ldentifying thiskind d cooperationisnot difficult. Infad, any-
where anyone has ever looked for such cooperation, they have foundit. However, gov-
ernance aadliti onsin the sense of urban regime theory involve more than just cooperation

between public and private sedor actors. For Clarence Stone (1989 6), identifying coa-
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liti ons necesstates more detail ed information about the "who" and "how" of coaliti ons;

who are the maliti on's members and how do they come together?

Typical Characteristics of Urban Governance Coalitions

A central charaderistic of urban governance @aliti onsis that they link bah pubic
and private actors in common adion. In thisway, they solve aproblem common to mod-
ern federal democratic systems. In these systems, bah private and pubic resources are
needed to get things dore, yet the holders of assets are fragmented institutionally and
geographically. Different asset holders also have different interests. Public-sedor assts
are shared between eleded officials and kureaucrats. Whil e the power of paliti ca con-
sensus building is held by eleded pditi cians, the resources necessary to pu a paliti cd
consensus into adion are often controll ed by bureaucrats. Federalism compli cates mat-
tersin that it divides eleded dficials and bueaucrats into different levels of government.
For their part, private ac¢ors control the financial resources needed to promote local
growth and to co-finance newer forms of econamic development pdlicies, but they too
are divided by diverse interests.

To get things dore in a aty, coaliti ons neal to have key representatives of padliti cd,
bureaucratic, and businessbases. "Key" adors are those who also have sufficient author-
ity to link resources from that base to the @mmon gals of the alition. Not every form
of cooperation acosspulic and grivate institutions is a governance @aliti on. For exam-
ple, it iscommon pradicefor agroupof midde-level bureaucrats to work together with a
particular firm on awide range of ecnamic development projects. Yet thisisonly a
pubic-private network, na a @aliti onin the sense of urban regime theory, becauseits
members canna themselves generate the padliti cd consensus and financia resources nec-

essry to make and carry out palicies.
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The actual membership of local coalitionsis an empirical question, for the institu-
tional power base of "key" actors varies from city to city. However, Elkin (1987) and
othersinvestigating how coalition building works in American cities argue that certain
kinds of actors are pushed into urban coalitions by the nature of institutional constraints
in the American federal system. Typica members of decisionmaking networks are
elected officials, bureaucrats, business association representatives, individua business
executives, the press, utility company executives, and university officials (Elkin 1987;
Logan and Molotch 1987). The probability that these "usual suspects” interact inten-
sively and cooperatively in cities and regionsis high in the United States.

Similar coalitions exist outside the United States, although there are differencesin
the relative influence of public and private actors (John and Cole 1998; Ward 1997,
Kantor, Savitch, and Haddock 1997). Most generally, those looking at networksin
Europe consistently underscore the need for examining the impact on local networks of
higher-level governmental officials (Ward 1997; Wong 1998). It isnot surprising, then,
that federalism isacritical variable in the research on the membership of local govern-
ance coalitions. In Britain, it has been noted, private businesses tend not to be well or-
ganized at the local level because public authority is concentrated in London (Wong
1998). Similarly, local authorities have traditionally sought partnership with central gov-
ernment actors rather than local private businesses (DiGaetano and Klemanski 1993). It
is not clear whether in the United States the impact of higher-level governments in gov-
ernance coalitionsis actually less than in centralized systems or whether their role has
been downplayed in the urban regime literature. The latter seems to be the case, for some
scholars have shown that higher-level governments can influence the formation and

transformation of local regimes (Lauria 1994; Pecorella 1987).
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The question d "how" networks come together depends on the distribution d influ-
ence anong network members. Cooperation ketween public and private adorsis anec-
essry condtion for the eanergence of a aliti on; however, its members also must coop-
erate reiteratively. A governance malitionisnot aone-time dfair, bu rather direds the
course of many projeds and pdicies. Indeed, ore of the unique characteristics of local
dedsionmaking isthe fad that pulic and private sector actors from a wide range of
power bases are well known to each ather and are used to working with ead ather. Per-
sonal aqquaintance and adors knowledge that they are likely to interact with ore ancther
again in the future ae qualiti es that encourage informal cooperation acrosstime and

among different kinds of projeds.

The Reputational Ranking Technique

The way in which influenceis distributed anong the members of a @aliti on and the
stabili ty of particular patterns of influence vary from city to city. A weaknessof urban
regime reseach isthat no attempt has been made to find ways to compare diff erent gov-
erning coaliti ons systematicaly. Earlier reseach tended to describe local coalitionsin
the full bloom of their uniqueness More recent research has begunto corred thisladk of
comparative studies, but it focuses on comparisons based ontypologies of coaliti ons.
Clarence Stone (1998), for example, offers atypoogy based ontypica regime tasks or
goals—status quo maintenance, development, and middle-classor lower-class ®cial
pdicy. Using typologiesisastep forward, bu the focus on tasks downplays the essential
characteristics of governance codliti ons, namely the "who and hav" of coalitions.

Comparing coaliti ons in terms of their "who and hav" means identifying the mem-
bers of governance networks and reveding how influence is distributed among them. For

doing so, amethodwas used that buil ds onthe examples of Floyd Hunter and those of
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regime scholars. Information abou the members of local econamic dedsionmaking net-
works and the relative influence of ead onthe outcomes of the palicy processwas gath-
ered using amodified "snowballing' or reputational method. Thistedhnique, pioneered
by Hunter (1953 in hisclasgc study of Atlanta's elite, was developed as away to iden-
tify those who wield power behind the scenes. Influence was measured indirectly by
asking key dedsionmakers the question d who, in their opinion, exercises influence over
the dedsionmaking process As many as possble of those individualsidentified as influ-
ential were interviewed and were asked to identify other influential individuals. Asthe
interview processcontinued, the patterns of influencein each city became dearer and
cleaer as particular individuals were mentioned more often than athers.

A governance ®dliti onis more than agroup of influential adors. Coalition mem-
bers must also know each ather and work together repeaedly, because reiterative wop-
eration and personal interaction are necessary for afunctioning coalition. Thus, inter-
viewees were dso asked to identify the individuals with whom they spent most of their
time deding with econamic development issues in order to make sure that those who
were identified as most important adually knew each ather and worked together.

The snowballi ng technique generates a list of dedsionmakers considered influential
in an econamic development network. From thislist a"reputational ranking” can be
compiled, which isaranking based on hav frequently each ador was mentioned. A
common sense way of cdculating such aranking would beto tally the number of timesa
particular person was mentioned by all i nterviewees. Thisisa"votetally," whereby a
"vote" is an instance in which an ador was identified by an interviewee a important.
However, some interviewees may identify alarge number of individuals whil e some may
identify only asmall number. This could skew the results of asimple vote tally, for the

amourt of "importance” ascribed to an individual who was mentioned as one of perhaps
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three important personsis clearly higher than that ascribed to an individual mentioned as
one of ten or more important persons. Thus, each vote given by a particular interviewee
to aparticular person was "weighted" by dividing it by the total number of actors identi-
fied asimportant by that particular interviewee. These weighted votes were used for tal-
lying the rank order. In the actual case studies, only in exceptional cases did the weight-
ing method change the order of important individuals, and in no case did it change the
ranking of the top three individuals.

Such reputational rankings have qualities that can be compared: the absolute number
of individualsidentified as important, the kinds of institutional bases represented by these
individuals, and the distribution of influence among them. These qualitiesalso allow a
more systematic comparison of network structures across cities.

Before comparing the reputationa rankings, imposing some statistical regularity on
the datais necessary. One very simple descriptive statistical technique is the setting of
percentile markers. One form of thistechniqueisfamiliar to everyone who has ever
taken a college entrance exam. Any particular person who receives atest score better
than 80% of all test takersis said to have made it into the 80th percentile. For test scores,
percentiles are used to standardize results, making sure that test scores are evenly distrib-
uted. However, markers can aso be used to describe particular distributions. Thisis
done by keeping arunning tally of the percentage of "votes' allocated to each individual
on the ranking, from the top down. For the reputationa rankingsin this study, percentile
markers are set at 80%, 50%, and 20%. These actual values areinsignificant in them-
selves. One may set markers at any point as long as they are the same for each case. The
distribution of influence is thus described by noting how many actors "made it" into the

eightieth, the fiftieth, and the twentieth percentile brackets.
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The percentile markers for the reputational rankings all ow the researcher to seethe
way in which influence, reputationally measured, is distributed among dedsionmakersin
a daty. Theway in which these markers work isill ustrated below using a reputational
ranking from the case of Dortmund. The ranking of Dortmundactorsis provided in table
2.2,withou adors names. Each linerepresents asingleindividual. The personwhowas
most often identified as important in dedsionmaking received 7.9% of the total "votes'
given by al interviewees. The next ador in the ranking received 6.87%, the next ador
6.49%, and so on. Thusin Dortmund, it required ony threeindviduals to comprise the
eightieth percentile. Roundng isdonre ather up or down so as to minimize roundng
effects. Nine actors made it into the fiftieth percentile, and 21made it into the twentieth
percentile. A total of 47 adors were mentioned at least once & "important.” However,
only those who make it into the twentieth percentile ae to be considered for the purpose
of comparing the acual size of locd networks, because in every case, there were anum-
ber of individuals identified asimportant by only one interviewee. Using a percentile
cutoff removes the least frequently mentioned individualsin away that is $andardized
aq0SSCases.

By setting percentile markers, the ranking yields information abou the distribution
and concentration d influencein the network in away that reveds charaderistic differ-
ences among ecnamic development networks. It is easy to comprehend intuitively that
in cities with highly hierarchica power structures, the reputational ranking shoud be
quite different from the reputational ranking in cities with highly democratic power
structures. In cities with pditi ca madiinesrunby aboss influenceis hierarchically con-
centrated. The bosswill surely have dli eswho also wield influence, bu their number

will be relatively small compared to a highly democratic dty. In highly "pluralistic” cit-



Table 2.2: A Reputational Ranking of Economic Development Actors

Cumulative
Actor Vote Share Total

1 7.99% 7.99%

2 6.87% 14.9%

3 6.49% 21.4%

Eightieth Per centile Cutoff

4 5.16% 26.5%

5 4.85% 31.4%

6 4.73% 36.1%

7 4.57% 40.7%

8 4.17% 44.8%

9 4.09% 48.9%

Fiftieth Per centile Cutoff
10 3.77% 52.7%
11 3.55% 56.2%
12 3.48% 59.7%
13 3.45% 63.2%
14 3.18% 66.4%
15 2.84% 69.2%
16 2.40% 71.6%
17 1.98% 73.6%
18 1.87% 75.4%
19 1.64% 77.1%
20 1.50% 78.6%
21 1.50% 80.1%
Twentieth Per centile Cutoff
22 1.40% 81.5%
23 1.31% 82.8%
24 1.26% 84.0%
25 1.13% 85.2%
26 1.10% 86.3%
27 1.09% 87.4%
28 1.03% 88.4%
29 0.93% 89.3%
30 0.90% 90.2%
31 0.85% 91.1%
32 0.80% 91.9%
33 0.80% 92.7%
34 0.79% 93.5%
35 0.79% 94.3%
36 0.79% 95.0%
37 0.65% 95.7%
338 0.55% 96.2%
39 0.45% 96.7%
40 0.45% 97.1%
41 0.45% 97.6%
42 0.45% 98.0%
43 0.42% 98.5%
a4 0.42% 98.9%
45 0.38% 99.2%
46 0.38% 99.6%
47 0.38% 100.0%
100.0%

95
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ies, ore would exped to find many adors invaved in dedsionmaking, nane of whom
exercises ahigh degreeof influence.

In summary, reputational rankings are used for identifying and comparing the com-
pasition d governance malitions. Cities have an "urban codliti on" when its ranking in-
cludes "key" pulic and private adors, meaning those with the aithority to use their in-
stitution's resources to suppat the goals of the alition. Members of the ranking must
be known to each ather, and most of the individuals who make it into the twentieth per-
centile or higher shoud have worked with ore another on econamic development proj-

eds at onetime or ancther.

Change in the Network Structure after Econamic Decline

The secondindependent variable, contained in propasition two, is the transformation
of the existing governance waliti on after the onset of econamic dedine. The reputational
ranking, described above, canna provide this information onits own because it isnot
chrondogicdly differentiated.

To determine whether the network changed over time, more informationis neeled to
complement the reputational rankings. First, the time point at which econamic decline
set in must be determined. Thisisin part amatter of reviewing locd econamic datato
obtain an oljedive picture of the curse of dedine, bu econamic dedine has a subjective
comporent also. Indeed, more important for the motivations of coaliti on membersis not
the objedive time point at which the loca econamy turned dovnward bu, rather, atime
point at which the eonamy started to beame perceived as amajor problem. Informa
tion abou the subjedive impressons of adors can orly be obtained by asking the a¢ors
themselves. Further, ore neadsto knov when each ador was influential in order to cre-

ate the drondogy of a decisionmaking network. These data were obtained by asking
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actorsto identify the years during which particular actors were influential. By combining
this information with additional data about the careers of local decisionmakers, changes

in the structure of influence over time were identified.

Influence of Higher-Level Governmental Actors

Proposition three asserts that when local leaderstry to formulate a response to de-
cline, the amount of aid available from higher-level governments will partially determine
coalition goas. To determine the influence of higher-level governmental officials, in-
formation is needed about the development activities undertaken in a city after economic
decline. If theinitial idea behind such activities or their implementation depended on the
funding of higher-level governments, then coalitional goas will have been oriented
around the policy goals of higher levels of government, and it isjustified to assert that
higher-level government aid was "important.”

Determining the importance of higher-level governments depends on identifying the
activities which were particularly important or central to the development effort in acity.
Thisis problematic, for given that alarge number of economic development activities are
likely to have occurred in any major city over ten or more years, creating a complete
catalog of activitiesis nearly impossible. Further, it isdifficult for an outsider to assess
which projects and activities were the most important, for again, the importance of par-
ticular projectsis amatter of how these projects were perceived by the actors themselves.
The researcher must rely on the opinions of local actors themselves about which projects
were important. Objective information can be used to complement perceptions, such as
the amount of money spent on their completion, who contributed to their financing, and
the extent to which they were reported in the local media. Whether higher-level govern-

ments were involved in "successful” projects can be assessed through interviews with
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higher governmental officials themselves, newspaper reports, and dficia documents. If
higher-level government actors were important, then they shoud have been involved in
theinitiation a the financing of important projeds, and they shoud be identified asin-
fluential actors by other adors.

Theimportance of higher governmental actorsin each case is determined relative to
other cities. For thispurpase, each case dty is compared with ather citiesin the same
federal state. One seesthat in all federal systems, verticd networks linking a state's locd
jurisdictions with the state government face asimilar problem stemming from the incon-
gruent interest pasitions of state andlocal officials. State officials, who are dependent on
the suppat of voters throughou the state, have an interest in spreading aid to more than
one dty. Locd governments, however, are interested in getting more than their "fair"
share of state ad. Inthis stuation, some daties get their fair share or less whil e others
may enjoy a privileged relationship with higher-level governments.

State officials are obligated to distribute ad fairly, bu a privileged relationship be-
tween locd governmental officials and their state-level coll eagues may arise for many
different reasons, including party ties and personal friendship. A privileged city may get
substantially more ad than ather citiesin the same state, bu the pdliti cs of privilegein-
volves more than just money. Privileged cities also have better accessto national gov-
ernmental officials throughtheir state representatives. If thisisthe cae, then the verticd
networks linking levels of government in econamic development poli cymaking may well
bindlocd, state, and retional |eadersto similar goals and projeds. What isdorelocdly
is then even more dependent on interadionwith higher levels of government. Consulta-
tion between privileged cities and hgher levels of government also may be more com-
mon, giving state and retional officials more input into locd padlicy adopion, which may

in turn crede agreder interest and commitment to loca development projeds.
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The Dynamics of Coaliti on Decisionmaking

Networks desiring to respondto ecnamic changes have to set new goals and wse
new kinds of palicies. This processis"dynamic" becaise the particular policy choices
made by a network at an early time point influence the network'’s | ater decisions. Conse-
guently, the very earliest pdlicy choices made by a dty respondng to dedine—and the
experience of successor fail ure with these padlicies—can have an influenceon later ded-
sionsthat is greaer than expeded, given their perhaps minor actual econamic impad.

When the sequential dynamics of decisionmaking increases the &bili ty of the network
to respondto new information and changed condtions, ore spe&s of "leaning.” When
the influence of earlier actions tends rather to close the network to alternativesin spite of
changed condtions, leaning isblocked. For referring to bah kinds of processes, the
term "decisionmaking dynamics" is used.

For assesgng theimportance of loca decisionmaking dynamicsin a particular city, it
iIsnecessry to aajuire information abou how decisionmakers arrived at deasions to
respondto econamic dedine and abou why they decided to implement particular poli-
cies. Of particular importanceis the pattern o project completion. The aase studies will
ask which new projeds were succesdul, and whether later eff orts focus on the same a-
eas, bulding on past successin someway. Were feedbadk mechanismsin placewhereby
particular dedsionmakers were aleto take aedit for successul projects, contributing to
their aspirationto domore? How stark isthe @ntinuity linking earli est projects and later
padliciesin terms of the acual individuas sippating the palicies and their goals? Isthe
organizational structure of the aty closely linked with a particular policy goal? These
guestions were answered for each case using interviews, newspaper articles, and the sec-
ondary literature to oltain an overview of the history of the palicies and projects initiated

in ead city after the onset of ecmnamic dedine.
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Case Selection

Given the high degree of detail needed for assessng the dependent and independent
variables, a cae study approach was unavoidable. Given resourcelimitations, the num-
ber of cases used aso had to be kept very small. The minimum number of cases possble
isfour, ore strategic and ore non-strategic daty from two dfferent national systems.
However, after the cases were seleded and investigated, it was foundthat threeof them
underwent significant changesin their resporses to decline. Thus, the decision was made
to extend comparison to cover the twenty to twenty-five years after the onset of declinein
ead city. By doing so, andin light of the dhangesin the dties' resporses, the number of
cases was effedively increased to eight. This allowed a much more fruitful inquiry into
the question d why padlicy resporses and regimes do a do nd change over time.

The demands of the "most diff erent systems" strategy call for the use of cases from
different federal systems. Using casesin dff erent systems all ows usto seeif the a&-
sumption hddsthat similar kinds of fadors are asciated with higher strategic respornse
to econamic dedinein dfferent kinds of institutional environments. A further criterion
guiding the selection d cases from different nationsis the goa of correding the overreli-
anceon American cases in existing federalism research. Considering the fad that feder-
alism theorists aspire to develop propasitions that hold for federal systems outside of the
United States, it is surprising that their theoretical expositions rely aimost exclusively on
American cases. Other federal systems offer awedth of experiencewith dfferent insti-
tutional arrangements, and their experiences sioud be used to urcover those fadors as-
sociated with strategic policymaking by local government in federal systems generally.

Motivating this research is the question d what kinds of factors contribute to strate-
gic pdicy choicesin resporse to econamic dedine. The research is generalizable only to

the set of cities which actively tried to adopt pdliciesin resporse to changed econamic
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circumstances. Thus, cities are needed for comparison that are similar on the foll owing
two dmensions. They shoud have undergone asimilar kind d econamic change during
the same period d time, and they shoud have made the a@tempt to adopt new, growth-
oriented, econamic development paliciesin resporse to econamic change.

Given that it isimportant to find citi es that have had roughly similar experiences
with econamic growth and dedine over the past thirty years, the range of other federal
systems that come into question. Thisrestricts the seledionto Austria, Australia, Bel-
gium, Canada, Germany, Switzerland, and the United States, among perhaps a few oth-
ers. With 56German cities of 100,000 o more popuationin 1970 the United States and
Germany together have the largest number of metropditan areas of more than 100,000
popuation that have had problems with econamic dedine over roughly the same time
period. By choasing Germany and the U.S,, then, the range of potential case study cities
is maximized, which allows for the seledion o cities based onexperiences with dedine
and ontheir palicy resporses. Of al possble pairs of federal systems, the U.S. and Ger-
many also are agood match in terms of the similarity of their institutions of federalism.

Current research into the pdliticd econamy of local econamic devel opment shows
that large aties undergoing eanamic dedine are anong the most likely kinds of citiesto
have formulated new ecnamic development palicy over the past threedecales. Further,
deinduwstriali zationis aform of dedine that has been very widespreal oncitiesin all of
the alvanced industrial courtries. It isimportant to consider only the set of citi es that
have undergone simil ar kinds of econamic problems, for there isnoreasonto beli eve that
cities with growing eaconamies will have had to create anew econamic development pol-
icy at al. Similarly, in comparing cities' palicymaking histories, it isimportant to exam-
ine dtiesthat have had similarly difficult problemsto solve. Thus, the dhoice has been

made to restrict the posgble casesto deindustriali zing citi es.
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A final criterion of case seledionisa dty'sresporseto decline. Two cases are
sought that resporded relatively strategicdly to dedine, and two cases are sought that
responckd relatively norstrategically to dedine. Case seledion proceedls by first identi-

fying deindustriali zing cities and then identifying strategic and nanstrategic aties.

| dentifying Deindustrializing Citiesin the United States and Ger many*

Larger cities are of special interest for understanding resporses to decli ne because
they typically have ahigher administrative capadty and are usually more active in ec-
nomic development (Fleischmann, Green, and Kwong 1992 Wrobel 1979 70; Hollbadh-
Gromig 1996 26). There were 58 large German citiesin 1970,excluding the federal
"city states" of Hamburg, West Berlin, and Bremen-Bremerhaven. In the United States,
there were 105large metropditan areasin 1967for which sufficient data ae avail able.
Only cities with popuations of more than 100,000n Germany and American metropdi-
tan areas with popuations of more than 250,00Q(from census data & closeto 1970as
possble) were seleded. The use of citiesin Germany and metro areas in the United
States is necesstated by the fad that comparable data ae reported at these differing lev-
els. Thisdictates also theinclusion d small er-sized German citi es into the set of poten-
tial cases.

The next step in case seledioninvolved identifying those large datiesin the U.S. and

Germany that underwent simil ar processes of econamic dedine over aroughly similar

! German data for 1970are from the Arbeitsstattenzahlung 1970 (Deutscher Stédtetag 1973 219f), which
courtsjobsin workplaces. The German 1984 dita were derived from tax statistics and thus do not in-
clude workers who donot pay into the social security system. The 1984 dita may underestimate am-
ployment compared to the 1970 dita, but bias will be the same for all cities. National employment data
for Germany are drawn from Statistisches Bundesamt 1996 Employment data for U.S. metropditan ar-
easinboth 1967and 1982 were taken from U.S. Bureau of Labor Statistics 1984 National employment
data and additional locd data ae from U.S. Bureau of Labor Statistics 199%.
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period of time. Deindustrialization is one process in particular that has affected most of
the advanced industrial nationsin similar ways and during asimilar time span, so dein-
dustrializing cities in both countries were used.

To identify the "deindustrialized" citiesin both the U.S. and Germany, it was first
necessary to delimit a particular time period. The exact dimensions of industrial decline
varied between Germany and the United States, but the basic time period of decline was
similar. The peak year for German manufacturing employment was 1971, when the
country reached its all-time high of 10.35 million jobsin the manufacturing sector. Em-
ployment data are available for the local level only for 1970, so this year was selected as
the beginning time point in Germany. By 1984, manufacturing employment had reached
alow of 8.56 million. Local dataare available for this year, so 1984 was used as the end
point for the purposes of selecting a set of deindustrializing citiesin Germany. Inthe
U.S., manufacturing employment increased continuously from 1950 to 1969. Manufac-
turing jobs grew at arate of 0.71% per year on average in the United States from 1952 to
1972 (Stull and Madden 1990: 12). During the 1970s and into the early 1980s, manu-
facturing job creation stagnated for the first time since the Great Depression, experienc-
ing ups and downs, but yielding no long-term growth. In retrospect, then, the golden
years of slow, steady growth in American industrial employment ended in 1969. The all-
time peak of over 21 million manufacturing jobs manufacturing was reached in 1979,
after several dramatic ups and downsin the 1970s. The U.S. then experienced a some-
what dramatic plunge in manufacturing employment from 1980 to 1983. Data availabil-
ity did not correspond exactly to these years. Local employment data are put out by the
Department of Labor and are available for 1967, 1972, 1977, 1982, and 1987. Given

these data restrictions and the timing of national industrial decline, the years 1967 and
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1982were seleded as the two time points of "deindustriali zation" for the purpose of se-
leding the set of deindustrializing citiesin the United States. An aternative would have
beento use 1972 @ 1987as endpants; Negrey and Zickel (1994 use the 1972to 1987
periodin their analysis of deindustrializing cities, bu they arrive & quite similar results
asthose reported below.

To be defined as deindustrializing in astrict sense, a aty would have to fulfill al of
the foll owing criteria. Manufacturing employment in the dty must have dedined over a
period lasting more than ore businesscycle; the aty's share of national industrial em-
ployment must have shrunk; and industrial job cecline in the aty must not have been
compensated by employment growth in ather sedors of the regional econamy (Hill and
Negrey 1987). However, for the purpose of finding comparable dtiesin Germany and
the U.S,, these aiteria ae too restrictive because American citi es undergoing manufac-
turing decline have typically seen bah popuation gowth and at least some growth in
nommanufaduring sectors. The red problem was that their employment growth in nan-
manufaduring sectors was low relative to ather American cities (Bluestone and Harrison
1982. For thisreason, cutoffsin employment change for the purpose of defining dein-
dustrializing citiesin the analysis below are not set absolutely but, rather, relative to the
national average over time.

The seledion processis aso limited by differences in the typical industrial structure
of German and American cities. One important difference anong industrial citiesin bah
courtriesisthat in Germany, coa mining has been atraditional part of urban industriali-
zation. Most of the large aa minesin Germany were located within or nea the juris-
dictions of large daties, while U.S. mines are more typically located in remote locaions or
in small cities. Thus mining employment and its declineis atopic of greaer importance

in the German discourse on deindustriali zation. For this reason, mining and manufactur-
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ing employment are combined for Germany but for the U.S. The end effed of doing sois
that four German cities are included which atherwise would have been disqualified as
"underindustriali zed": Dortmund, Gelsenkirchen, Herne, and Redklingshausen. These
cities are adually famously deindustriali zed citi es and stand at the center of the German
discusson d structural change.

From the groupof large dties, those were selected in which the manufacturing sec-
tor's sare of total employment was at or above the national average aroundthe year
1970, apending on data avail ability. For identifying those dties whose eonamies were
dominated by manufaduring, asimple locaion qudient (LQ) measurement was used,
defined as "the ratio between the regional and retional proportions of output or employ-
ment attributable to a particular industrial seaor” (Flegg, Webber, and Elli ot 1995 549):

Manufaduring Jobs in City / Total Jobsin City
Manufaduring Jobs in Nation/ Total Jobsin Nation

For Germany, manufaduring and mining were used together in the LQ. For the measure
of total jobs, only private employment was used. A manufacturing LQ greater than 1.0
indicates that manufacturing is overrepresented in the locd job market relative to the na-
tional average. In 1967 manufaduring LQsin the United States ranged from 1.5 (Flint)
to 0.1(LasVegas). Thereisno consensus abou how high a dty's LQ hasto befor it to
rank as an induwstrialized city. Heuer (1975) used a aitoff of 1.2in describing city spe-
cializationsin Germany. For the study that follows, however, amore liberal cutoff of 1.0
was %t in order to maximize the number of eligible caes. Those dties with a manufac-
turing LQ of 1.0 a higher in the late 1960 were mnsidered eigible cases. For identify-
ing manufaduring sector locaion qudients, the year closest to 1970was chosen for

which datawere available.
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Of the 58 large German cities, 26 had a manufacturing/mining LQ of 1.0 or higher in
1970. Of the 105 large metro areasin the U.S., 36 had a manufacturing LQ of 1.0 or
higher in 1967. Most of those cities has long traditions in manufacturing and were domi-
nated by traditiona industria firms with big factories and large numbers of blue-collar
employees. When deindustrialization hits, it islikely to be a matter of particular concern
for thiskind of city.

Employment trends in the group of industrialized cities over the period between 1970
and 1985 (varying according to data availability) were analyzed in order to identify those
cities that experienced similar problems with deindustrialization. Two measures were
used for assessing employment change. A good measure is shift in private employment
per capita between two time points. This measure does not reflect the whole range of
complexitiesinvolved in aprocess of decline, but it has the advantage of ready compre-
hensibility and good availability (Ladd and Yinger 1989: 17-21). However, using this
measure to compare processes of decline in different cities presents a practical problem:
if acity lost population and jobs (a common problem for declining cities) then this meas-
ure will not register its decline. The use of total private jobs per capitais more problem-
atic for U.S. cities, as the metro area definitions used by the U.S. Bureau of the Census
(necessary for getting population statistics) and the Department of Labor (necessary for
getting city-level employment statistics broken down by sector) are not unitary over this
time period. Further, and in contrast to Germany, annexations in the U.S. can have asig-
nificant impact on the sectoral employment mix. Thereisagood possibility that per cap-
ita employment in some cities may have changed simply due to annexation or technical
redefinitions, not economic trends. Due to these data restrictions, a second measure of
employment decline was used: change in employment from 1970 to 1984 as a percentage

of 1970 employment (actual dates varied according to data availability). Inthe German



case, this measure was used to test the robustnessof the other measure of job change
(shiftsin private enployment per cgpita), bu it was the only measure used for the Ameri-
can cases dueto datarestrictions.

Using measures of employment dedine, American and German industriali zed cities
that faired worse than their respective national averages in manufacturing and total em-
ployment change were identified. Twenty-two citiesin Germany and 33in the United

States fit this pattern (seetable 2.3).

Table 2.3: Deindustrialized Citiesin the United States and Ger many

United States: 1967-1982 Germany: 1970-1984
Akron Lancaster Augsburg MUhheim/R
Allentown- Louisville Bielefeld Neuss
Bethlehem Milwaukee Bochum Nurnberg
Binghamton Peoria Dortmund Oberhausen
Bridgeport Pittsburgh Duisburg Offenbach
Buffalo Providence Gelsenkirchen Redlingshausen
Canton Realing Hagen Remscheid
Chattanooga Rockford Heil bronn Solingen
Cincinnati Springfield, Ma. Krefeld Stuttgart
Cleveland Toledo Leverkusen Wuppertal
Davenport-Rock |Is.- Utica-Rome Mannheim Monchengladbach
Moline Wichita
Dayton Wil mington N =22
Detroit Worcester
Erie York, Pa
Flint Y oungstown-Warren
Gary-Hammond
Hartford
Jersey City

N =33

Some irregularities crop upin the German analysis that were dealy related to the
method d measuring employment change and that required corredion. In the manufac-
turing-per-capita analysis for Germany, the famously deindustriali zed citi es of Gelsen-
kirchen and Muhlheim appea to have bettered the national average. Thisisdueonly to

the faad that both of these dtieslost asignificant portion d their popdationin the 1970,
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and thus these two cities are included above in the list of deindustrialized cities. The
same analysis also indicaed that Bielefeld, Monchengladbad, Leverkusen, Duisburg,
and Neussappea to have gained manufacturing jobs per capita; but thisis due to their
annexation d industrialized sububs in the 1970Gs. Of Germany's cities which were large
manufaduring centersin 1970, ofy Ludwigshafen, Herne, Salzgitter, and Witten lost
fewer manufacturing jobs than the national average. These dties adually gained total
jobs; consequently, they were removed from the final pod of deindustrializing centers.
The U.S. citiesidentified by this analysis are, with three exceptions, identicd to
those identified by Negrey and Zickel (1994 as"classc deindustriali zing centers," which
lost both manufaduring jobs and popuiation, a as "stable centersin transition,” which
lost manufaduring jobs but grew modestly in popuation. Three dtiesin thisanaysisdo
not appea in Negrey and Zickel's list—Hartford, Wichita, and Y ork—all of which expe-
rienced manufacturing job or popuation gowth spurts from 1982to 1987. Threeof Ne-
grey and Zickel's cities—Johrstown, New York City, and Newark—were excluded be-

cause they were not among Americas most industrialized in 1967.

Identifying Strategic and Nonstrategic Citiesin the U.S. and Ger many

Having identified the set of German and American citi es that experienced similar
problems of econamic dedine from the late 1960s through the mid-198Gs, the next step
in the cae seledion processinvolved identifying cities that developed simil arly strategic
cgpacities for respondng to decline. Acquiring these datainvaved making inquiriesto a
locd development official in al 55 citiesin bah courtries, requesting information abou
the level of econamic development adivity and targeting prioritiesin the 1980 and

199Gs. All inquresinvolved awritten questionraire, bu whenever possble, additi onal



10¢

telephore inqureswere made. An dficial from prospedive cae dtieswas interviewed
before making the final selection.

Most contad addresses could be identified from the internet home pages of the 55
cities or their respedive states. Aninquiry was $nt to an appropriate official with the
request to forward the inquiry to an official most likely to have experienceor knowledge
of locd econamic development activitiesin the 1980 and 1993. Preferred contad part-
nerswere, in order of priority, the e@namic development diredor, the community devel-
opment diredor, the diredor of the dty's eamnamic development corporation, the aty
planner, the aty administrator, and the mayor. Thirteen of 22 German citiesand 22 ¢ 33
U.S. cities provided sufficient answersto all three questions. Most resporses were fill ed
out by employees or diredors of city departments of development or of city econamic
development corporations.

Respondents were asked threequestions abou the nature of their econamic devel-
opment adivity sincethe 198G. These questions were designed to provide information
abou the difficulty of a dty'sresporseto decline, which is an indirect measure of a stra-
tegic resporse. The questions were kept simple and few in number in order to maximize
the resporse rate.

Respondents were first requested to rank the relative importance of each of the four
kinds of broad goalsin their cities during the 1980s:

a) "Sustaining Existing Firms," —taking care of existing businesses.

b) "Sustaining Acquisition," — attrading outside businesses or suppating startupsin

branches that are atraditional and proven part of the dty's econamy

c) "Transformative Acquisition," — attrading outside businesses or suppating start

ups with the goal of diversifying the locd ecnamy

d) "Non-targeted Acquisition,” — attrading outside businesses or supporting startups
withou a particular emphasis on any particular branch of business
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For each area of activity, the mntad person had the choice of answering "not important,”
"somewhat important,” or "most important.” Multi ple "most important” answers were
allowed bu not common.

The secondand third questions were nat restricted to the 19805, and dficials were
freeto reflect on adivities that also typified adivity in the 199Gs. Officials were asked
whether their city had set econamic targets in their development activities. Targeting
invalves focusing puldic ad onparticular branches (automobhil es, software, mining tech-
nology, etc.) or particular sectors (typicdly either manufaduring or services). Finaly,
contads were asked to rank their city's level of activity in terms of personnel and finan-
cial resources in econamic development relative to ather similar cities. They could an-
swer, "somewhat LESSadive," "abou the SAME," or "MORE active" than cthers. The
results of the survey are summarized in the tables below.

In table 2.4, informationis reported for 21 American cities and 21German cities.
Resporse "a' was slected most often as the most important goal in bah the U.S. and
Germany. Resporse"c" was lected second most often. These data ae congruent with
large-N studies of the broad goals of urban areasin bah courtries showing that most
citiestry to help existing firms while atrading new firms. Y et, the findings here show
that 12 cities place ahigh importance on attrading firms that fit into the eisting indus-
trial mix, showing diversificationis not always a high priority in deindustrializing cities.

Those aties that identified transformative acquisition as atop piority and explicitly
noted that other goals were amoderate or low priority were considered candidates for the
"strategic” city cases. Citiesthat placed ahigh priority on "helping existing firms' or
"sustaining acquisition” were ansidered candidates for norstrategic dty cases. The goa
of transformative aquisitionisnot in itself strategic, just as the goal of sustaining aayui-

sitionisnot initself norstrategic. However, given that it is more difficult pdliti cdly to
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Table 2.4: Survey Question One Answers

Question: rank the relative im- MOST SOMEWHAT NOT
portance of ead of the four kinds | important I mportant I mportant
of broad goals during the 19805

GER. USA GER. USA | GER. USA
a) Helping Existing Firms 18 12 3 7 0 2
b) Sustaining Acquisition 5 7 12 8 4 5
¢) Transforming Acquisition | 13 10 6 7 2 3
d) Nontargeted Acquisition | 4 5 13 12 3 2

Responses: 21 for both USA and BRD
Cities were dl owed to identify more than one kind of goal as most important .
Not every goal was checked hy every respondent.

set a dear priority ontransformative acquisition, thisistaken as one sign o the success-
ful implementation o a"hard" resporse and strategic action. However, orly those dties
that also had identified spedfic sedor or branch targets were mnsidered eligible cases.
Setting a broad goal of acquiring new industriesis easier than adually setting spedfic
targets that necesstates gpending public funds on rew kinds of firms. Foll owing the
samelogic, only those dtiesthat targeted manufacturing or which had no grticular target
at al were mnsidered candidates for norstrategic cases.

Respondents indicated that most U.S. but lessthan half of German deindustrializing
cities had set some kind d particular target for econamic development adivity by the
1990k (table 2.5). Even clearer differences emerged when respondents were asked about
the spedfic targets they set (table 2.6). Remarkably, nat asingle target was sared by
citiesin Germany and America. Moreover, those targets commonly identified in Ger-
many— environmental protectiontedindogy and "new media’ (which can include in-
formationtechndogy, bu also refersto film and TV production and among other
things)—are both areas that have been heavily promoted at the state level. German cities

sean to leave branch level targeting up to state developmental authoriti es.
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Table 2.5 Survey Question Two (a) Answers

Question: " Sometimes economic
development officials will identify
specific economic branches (auto-
mobiles, software, mining technol-
ogy, etc.) or particular sectors (typi-
cally either manufacturing or serv-
ices) as especialy desirable for the
city. Did your city target any par-
ticular branches or sectorsin the
1980s or later?'

BRD USA
Yes 17
No 6 3

(62}

Responses: BRD =11, USA = 20

Table 2.6. Survey Question 2b Answers—Spedfic Branches Targeted

USA BRD

Air freight / distribution / logistics (4) Environmental protection technology (4)
Automotive and transportation (3) New media (3)

Biomedical technology (3) New materials

Tourism / entertainment (2)
Medical-related industries (2)
Call Centers

Flexible manufacturing

Food processing

Information technology / robotics
Metal s (fabrication, machining)
Plastics

Polymer technology
Technology-based services
Telecommunications

Tool and machining

Waterfront devel opment

T . . X
Exact number of multiple mentions noted in parentheses.

Note: Not every city specified atarget; multiple specific targets common in USA.

Responses: BRD =11, USA = 20

The final question relates to the level of activity of their city relative to other cities of
similar size. This question was used to help identify those cities that have tried harder to

implement aresponse to economic decline. Only those cities were considered eligible
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cases that had alevel of effort that was abou the same or higher than ather cities. The
pattern of answers to this question, summarized in table 2.7, was very similar in the U.S.

and Germany.

Table2.7: Survey Question 3 Answers

Question: How does the level of
effort in the aeaof locd eo-

nomic development in your city
(in terms of personnel and finan-

cial suppart) compare to cities of BRD USA
similar size?

More Effort 3 2
LessEffort 3 7

Abou the Same 5 11
Notes:

Responses: BRD = 11, USA = 20

Final Case Selection

The cae seledion pocessyielded 55large dties, 22in Germany and 33in the
United States, that had roughly similar econamic backgrounds and experiences with
deindustriai zation. Presumably knowledgeable officials from each of these dties were
asked to comment on their city's econamic development adivitiesin the 1980 and
199Gs. Citiesthat placel a priority on "transforming acquisition,” that targeted particular
sedors or branches for aid, and that expended more or abou the same level of effort on
eoonamic development were mnsidered as candidates to represent those dties that put
together strategic resporses to econamic decline. Likewise, citiesthat placed a priority
on "sustaining existing firms" or "sustaining acquisition" whil e targeting manufaduring
or with no marticular target at al qualified as potential norstrategic cases. Here too, ony
cities were considered that had expended more or abou the same level of effort on e-

nomic development.
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Several citiesin both countries could have been chosen for both categories. The fi-
nal cut was made after longer telephone conversations with local officialsin candidate
cities, after discussions with knowledgeabl e academics, and | astly after consideration of
the logistics of research. Dortmund and Providence were chosen to represent those cities
that responded relatively strategically to decline in the 1980s; Augsburg and Louisville

represent those that responded relatively less strategically in the 1980s.

Data Collection

Data for evaluating dependent and independent variables were collected using a vari-
ety of techniques. To gather information on decisionmaking networks, a " reputational
ranking" was created. Thisinvolved interviews with key actors in a snowballing process.
One of the dangers inherent in the snowballing approach isits subjectivity: the results of
the snowballing process depend completely on who isinterviewed. One cannot know
ahead of time who isimportant, so the researcher is compelled to interview all of the ac-
tors who may potentially be relevant. Hunter (1953) and others using the technique
(Stone 1989; Trounstine and Christensen 1982) thus wind up interviewing avery large
number of individuals. This makes the technique costly to use in studies of more than
one city. The technique used here thus follows the reputational method devel oped by
John and Cole (1998). Timeis saved at the beginning of research with the assistance of
two local experts, who compile alist of key decisionmakers in economic development.
Interviews are requested with al of the individuals on the lists thus compiled. Thesein-
terviewees are asked to identify the important power holders, and interviews were re-

guested with those individuals identified by at |east two interviewees as important.
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Although locd acalemic observers made their help avail able in the two American
cities, finding similar kinds of expertsin Germany was more difficult. In Dortmund,a
profesor of planning adive in local pdliti cs off ered asgstance, as did his former student
who had written a master's thesis on econamic development in Dortmundand nov works
in the aty's development bureaucracy. In Augsburg, two longtime locd pdliti cians from
oppasing parties volunteered their asgstance.

Interviews with actors identified asimportant were structured by a questionraire (see
appendix A) that was identicd in form for all four cities. The questionraire was centered
around questions about adors, organizations, adivities, financing, problems encourtered,
and perceived competition with ather cities. Threequestions concerned actors. First,
interviewees were asked to compil e alist of the "important” actorsin econamic devel op-
ment in the aty. "Important actors" are defined in the questionreire a thase who were,
and are, resporsible for setting econamic development targets, for making decisionsre-
garding the dlocéion d pulic resources in the pursuit of these targets, and for deciding
which kinds of todlsto use. Thisinformation allowed the aedion d reputational rank-
ings for ead city. Interviewees were dso asked to rank the threemost important adors,
but many interviewees preferred nad to answer this question. To verify that the actors ©
identified adually knew and worked with each ather, interviewees were asked to indicae
those adors with whom they spent most of their personal time. For creaing a dirondogy
of the network, interviewees were asked to split their tenure into two time points, begin-
ning and ending times, and to identify which adors were important early in their careers
and later in their carees accordingly. This, couped with hibliographic data assembled in
interviews and from outside literature, enabled the traang of a chirondogy of the entry of

new adors and d the resulting changes in the network power structure.
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Important for assessng the influence of higher-level governments was the history
of palicy resporses after dedine. Similarly, interviewee views on the important organi-
zationsin the aty were needed for evaluating the dependent variable and for assessng
the processes of learning in the dty. Interviewees were thus asked to identify the impor-
tant organizations and adivities of the dty sincethe 198Cs. Important organizations were
defined in the questionnaire & thase which "shape econamic development decisions by
influencing the flow of decisionmaking.” Interviewees were asked to identify both the
most innowetive and most succesgul adivities. Innovative adivities were defined as
those "which embody new goals, bring in adors previously not involved in econamic
development, and/or initi ate new organizational forms.” Succesdul adivities were de-
fined as "those which had a definite impad and enjoyed pubi c recognition.” Organiza-
tions considered important by 50% of the adors are noted as "important” in the study. A
problematic pattern emerged in respondents comments abou adivities. Thetypicd in-
terviewee wnsidered all of the projeds or adivities with which they were personally as-
sociated as "innovative," even if these were nat succesdul. Thus, those adiviti es noted
as "important” in the case study are those that were considered "succesdul” by at least
two adors.

Data gathering was condcted ower the fifteen month period from May 1999through
July 2000. Fourteen individuals were interviewed in Dortmund, 10ead in Providence
and Augsburg, and 11in Louisville. In &l cases, most of the interviewees were individu-
alsreagnized as important by other adors and who were involved in their city's eco-
nomic development effort in the 198G or earlier. Threeindividuals who were not them-
selves reagnized as important individuals were interviewed because of their expert
knowledge. Each was avaluable informant and ead held a positionin an institution that

was generally recognized as important. The number of interviews was limited by time
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andfinancia constraints, ouright refusals by prospedive interviewees, and the deahs of
some important adors. The mgjority of interviews were conducted in person, bu several
interviews were conducted by telephane. In exceptional cases where an ador refused a
personal or telephane interview, written respornses to the questionreire were acepted.
Newspaper articles, official documents, talks with acalemic experts and journali sts, and
interviews with higher governmental officials abou their palicy goals and local involve-
ment were used to verify information provided by interviewees and to provide aditional
information. Secndary literature was avail able for Dortmund, Providence, and Louis-
ville. Comprehensive, indexed newspaper archives were avail able in Dortmund, Provi-
dence, and Louisvill e, but not in Augsburg. The Augsburger Allgemeineg, the aty'sonly
newspaper, maintains a small archive of past articles on econamic issues, bu the contents
of the achive suggest that the newspaper's econamic reporting focused overwhelmingly
on state-wide isaues rather than local problems throughou the 197Gs and 1983@. Anis
sue-by-isaue survey of backissues confirmed the impresson that the paper's coverage of

eoonamic development issues was Parsein the 198Gs.



CHAPTER 3
THE CONTEXTS OF DECISIONMAKING IN
DORTMUND, AUGSBURG, PROVIDENCE, AND LOUISVILLE

Critics of comparative urban studies raise two common ohedions. Some say that
locd pdliti csis overdetermined by national institutions © that locd |eaders are nat freeto
make palicy choices. Othersargue that local pdliti cs is underdetermined—that padliti cd
dedsions are unique from city to city, being highly multi causal and influenced by locd
fadorsthat depend on grticular local circumstances. These aiticisms are self-
contradictory, bu if either is corred, then international urban studies are senseless In the
first case, local pdlicy adoption can be explained by national institutional fadors. Inthe
seawndcase, locd palicy adopion canna be explained in general terms at all.

The agument that local pdliti cs is overdetermined by national institutionsis contra-
dicted by the bulk of the case research and by large-N studies of pdicy adogionin the
U.S. and Germany. As hown in chapter one, empirica studies document variationin
adivism andin the palicy tods used among all U.S. cities. Furthermore, the case selec-
tion pocessouitlined in chapter two produced new data showing that the respornses taken
by both American and German deindustriali zing cities not only has varied from city to
city, bu also hasvaried in similar ways in bah courtries such that the pattern of pdlicy
variation olserved is much wider within each courtry than is the variation between them.
All of these data together strongly suggest that neither German nor American retional
institutions determine their cities choices.

Whileit is certainly true that loca dedsionmaking is multicausal and impaded by
condtions that are unique from city to city, the conclusion dawn by some that loca deci-

sion processes are underdetermined is misleading. Neither the avail able literature nor the
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data produced by the case selection process for this study support this line of argument.
Very different American and German cities show intriguing similarities along dimensions
suggested by the literature as being causally related with strategic policymaking. When
cities face similar problems, such as deindustrialization, it is more consistent with the
available datato claim that they react in similar ways in terms of their targets, policy
tools, and organizations. This chapter documents these similarities.

Local politics are neither overdetermined nor underdetermined. Rather, there are
common patterns of decisionmaking in different countries, and these links have become
more commonplace because the problems they face and the tools at their disposal have
become more similar. Nonetheless, finding common patterns requires understanding
where differences lie and when they matter. Thus, this chapter provides information
about the national and local contexts of local economic development decisionmaking in
the United States and Germany.

The first section below discusses national institutions, addressing the following
guestions. How do institutions impact the choices of local economic devel opment net-
works in Germany and the United States? What kinds of systematic institutional differ-
ences separate the two countries? The analysis finds that the most significant national
ingtitutional differences are related to financing, taxation, and budgeting.

The second part of this chapter includes descriptions of the unique local conditions
that shaped policymaking over the past two decadesin all four case study cities. Among
the most important such conditions are local economic circumstances, the presence of
charismatic leaders, party competition at the local level, party connections to higher lev-
els of government, electoral results, the relative fractionalization of metropolitan area

jurisdictions, and competitive pressures from other cities.
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Institutional Differences

Traditionally, "institution” refersto formal legal systems and formal organizations
such as laws, election rules, political parties, and governmental agencies. "New institu-
tionaist" scholarship stretches the definition of institutions to unwritten rules, compliance
procedures, common practice, and other informal but stable structures (Weaver and
Rockman 1993: 8; Thelen and Steinmo 1992). All ingtitutions affect the behavior of in-
dividuals by offering incentives for compliance or sanctions for noncompliance. Institu-
tions are also stable over long periods of time.

Urban regime scholars contrast institutions with governance networks. Institutions
determine the membership of local networks and affect the decisions made by the mem-
bers of governance networks once they are formed. At the sametime, local coalitions
solve a governance problem created by institutionalization. The way in which institu-
tions divide power and resources makes it impossible for single institutional leadersto
solve problems alone; this burdens governance. Coalitions solve this problem by fash-
ioning informal bonds of cooperation among those actors who can deliver the resources
of variousinstitutions (Stone 1989: 5). Institutions are also important for network deci-
sionmaking insofar as they can encourage or sanction certain kinds of behaviors of net-
work actors. The institutions relevant for decisionmaking in economic development pol-
icy inthe U.S. and Germany are reviewed below. Table 3.1 provides an preview of the
important institutions for local government in the U.S. and Germany. It shows that these
ingtitutional systems, athough different, thrust similar kinds of individuals with control
over roughly similar kinds of resources into decisionmaking. Table 3.1 provides an pre-
view of the important institutions for local government in the U.S. and Germany. It
shows that these institutional systems, although different, thrust similar kinds of indi-

viduals with control over roughly similar kinds of resources into decisionmaking.
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Table 3.1: Relevant Actorsfor Economic Development in the U.S. and Ger many

UNITED STATES

Government Non-Gover nment
International None International Firms
National U.S. Representatives None

U.S. Senators

HUD Officials
State Governor Utility Company Exeautives

State Government Reps.

Commerce Secretary

Transportation Secretary

Econamic Dev. Agency Diredor
City Mayor Chamber of Commerce

Econamic Dev. Dept. Director Individual BusinessExeautives

Publi c-Private Partnership Execs.
Locd Press

GERMANY

Government Non-Gover nment
I nternational EU Structural Funds Officials International Firms

Locd EU Representative
National National Parliament Reps. None

Regional Dev. FundOfficias

Officefor Labor Market Programs
State Minister Président None

State Government Reps.

Ministers for Econamic, Urban

Transportation and Social Issues

Property Development Agencies
City Mayor BusinessChambers

Magjority Party Leader (North) Unions

Econamic Dev. Dept. Director Sadtsparkasse Exeautives

City Manager (North) Publi c-Private Partnerships

Referenten and Dezernenten
for Econamics, Finance,
Planning, and Dev. Issues
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Relevant International I nstitutions

International institutions are relevant only for German cities. The European Union
(EU) provides resources for subnational governments in the form of "structural funds.”
These include the regiona development fund (EFRE), the social fund (ESF), and the ag-
ricultural and fisheries funds (EAGL and FIAF). In general, the European Union targets
its structural funds to particularly needy "target regions.” Some target regions were, or
are, inside Germany. Citieslocated in target regions have easier access to aid than do
other cities, although other cities are eligible for a portion of structural fund assistance as
well as the small amount of funding set aside from the European Regional Devel opment
Fund (EFRE) for pilot projects.

Through 1993, 12% of structural fund aid was set aside for joint projects in coopera-
tion with subnational governments (9% after 1993). Since 1988, one percent of the
EFRE was set aside for pilot projects. These experimental funds are small but are espe-
cially interesting for local governments because they can be acquired directly, circum-
venting state and national authorities. Finaly, financing is often made available to local
governments from other agencies of the EU government. Thisfinancing isusually tar-
geted to small pilot initiatives and research projects (Schultze 1997: 52-53).

To win aid, German local governments must initiate an application, and they must
gain the support of their regional neighbors and state authorities. Thus, they must |obby
not only in Brussels but at the state and national levelsaswell. All aid except the one
percent of the EFRE aid targeted for pilot projects must be approved by state-level
authorities. This commonly leads to conflicts between local and state governments
(Schultze 1997: 53).

The EU also impacts local government in Germany in other ways that are beyond the

scope of this short survey. Key areasinclude the new requirement that cities solicit bids
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for large local infrastructure contracts on a Europe-wide basis and local suffrage for resi-

dent aliens from other EU countries (Schultze 1997: 52-53).

Relevant National I nstitutions

The national institutions most relevant for this study are the institutions of federal-
ism. Both the United States and Germany share six characteristics typical of all modern
federal systems (Watts 1991). They have at least two levels of government with consti-
tutionally anchored protections of sovereignty. Each level of government is also assigned
specific tasks by the constitution, and because overlapping jurisdictions are unavoidable,
there are also provisions for shared rule. The constitution cannot be amended by one
level of government alone, and there is always an umpire to settle disputes among gov-
ernmental levels. The decisionmaking rules of central legislative institutions always

make provisions for territorial or minority representation.

Important Differences

Several clear differences that matter distinguish American and German federalism.
First of all, each country divides legidative and executive authority in different ways.
Whereasinthe U.S,, state governments are given broad legislative and executive pow-
ers, in Germany, legidative authority is centralized while implementation is decentral -
ized. Thus, German laws are much more unitary from state to state, but their implemen-
tation is amatter for state and local governments. Thisisjust one form of the inter-
weaving of governmental levelsthat istypical for German federalism. Scholars lament
that German governments have been increasingly integrated into standardized national
systems of legidation, administration, taxing, and spending. Local governmentsin Ger-

many thus find themsel ves embedded in a system that grants them significant symbolic
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freedoms but which constrains them financially (Abromeit 1992. Not surprisingly, then,
schalarship onGerman federalism concentrates on the flow of intergovernmental trans-
fersand how these transfersimpact palicymaking (Furst, Hesse, and Richter 1984). In-
terestingly, the same trend is observable in American federalism and uban regime stud-
ies. Both federalism discourses are in consensus that the pradicd constraints onlocd
autonamy mean that locd autonamy islimited to those cases where local governments
can gain sufficient resources, either through intergovernmental transfers or through puo-
lic-private partnership, to finance innowetive padlicies.

Another significant difference between the two systemsis that in Germany, parlia-
mentary government coincides with federalism so that on ead level of government, par-
liamentary arrangements create strong legid ative-exeautive ties, whereas these powers of
government are dways grictly separated in the United States.

A unigue German institutionis the Bundesrat (federal council), or the upper house of
the German parliament. Its members are the state Minister Prasidenten (governors).
Legidationrequiring the moperation d state governments requires Bundesrat approval, a
provision that draws the Minister Prasident into netional palicymaking. Article 28 d
Germany's Basic Law guarantees the sovereignty of locd governments "to manage dl
locd affairs." The American constitution makes no such provision; American courts,
following what is known as Dill on's Rule, have further limited clamsto loca sover-
eignty. In pradice, German cities have lessautonamy than suggested by Article 28,
while American cities have widely varying degrees of autonamy. Asarule of thumb,
larger cities are given greder freedom of homerulein bah countries.

German scholars tend to criti cize their own federal system. One aiticism is that
pdlicy is 9 hanogenized from state to state that local autonamy has been eradicaed eve-

rywhere but in the @nstitution. One reason motivating homogenization isthe centrali z-
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ing tendencies of the German party system (Abromeit 1992). Fritz Scharpf criticizes nat
centrali zaton bu rather the "interwovenness' of the system, which forces German offi-
cialsto make dedsions consensually. Thisimmobilizeslocd reformers (Scharpf, Reis-
sert, and Schnabel 1976. American observers are more generous. Katzenstein (1987
praises locd governments as centers of innovationin the 1970 and 198, when they
aded as doorways for new social movements into pdicymaking.

Differencesin national urban pdicy separate the two courtries. German aid was
more narrowly targeted on decaying industrial areas snce @ou 1980, bt now the main
focus lies onthe new eastern states. Standing out in a mwmplex system of aid programs
that encompasses welfare, job creaion, redthcare, and aher pdlicy areasis the regional
development fund call ed Gemeinschaftsaufgabe " Verbesserung der regionalen
Wirtschaftsstruktur.” Thisfundis used to financeprojedsin national target regions, de-
fined according to aformulaloosely based onsocial and econamic indicaors. Regional
targets are updated periodicdly. Dortmundwasin atarget regionin the 198Gs, bu
Augsburg never was. Another magjor national player inlocd development programsis
the Federal Officefor Labor Market Programs, which is anational parapubic institution
but isindependently managed. It provides funds for asgsting locd governmentsin ded-
ing with major layoffs and aher problems of econamic restructuring.

The American national urban pdicy system is equally as complicaed asits German
courterpart. Eisinger (1988 87-89) lists 31 dfferent transfer programs. Indeed, federal
eoonamic development grants to state and local governments dwarfed the direct state
expenditures on eamnamic development in 1983 $5.6 hlli on vs. $280milli on. The most
important national programs include the Department of Housing and Urban Develop-
ment's Community Development Block Grants and Urban Development Action Grants,

although the latter was ended under Reagan.
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Myths of Difference

Some institutional differences that are often mentioned by scholars comparing the
United States and Europe do nd matter in Germany as much as might be expeded. Tax
sharing arrangements, for example, clearly differ between the two systems, bu they do
naot fix locd government problems as Americans might asaume. Germany regul ates tax
income and revenue sharing unitarily for al cities, and its system provides more financial
stabili ty for German cities. Y et, econamic dedine still i rritates German city leaders be-
cause it creaes incalculable fluctuations on the revenue side of the budgeting process
Thisreduces the aili ty of cities to engage in advanced planning—in infrastructure in-
vestment, for example—and thus represents a de facto reduction d locd autonamy that
locd officias ek to avoid (Junkernheinrich 1997). A significant minority of German
cities even views increasing local tax revenue cgadty as the main goal of loca eco-
nomic development (Heuer 1985 29).

Ancther areawhere diff erences are lessthan assumed liesin the centrali zation ten-
dencies of European planning and development institutions. While Germany's planning
institutions were more centrali zed than in the United States at one time, this does not hold
true any more. After the early 19705, there has been alossof confidencein planning and
atrendtoward decentrali zation d econamic development palicy (First, Hesse, and

Richter 1984).

Relevant State I nstitutions

Econamic development varies from state to state in the degreeof adivism and the
palicy focusin bah the United States and Germany. The states under comparison are
Rhode Idland, Kentucky, North Rhine Westphalia (NRW), and Bavaria. The quantity of

state-level fundng in the U.S. and Germany is not easily cdculable, and it also varies
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over the two decades of this gudy (1975-1995. Instead of making an attempt to compare
the general level of effort of the four states, only those instances will be taken into con-
sideration where state ad was important from the perspedive of the four cities under
study. Thisinformationwas gathered through interviews with each city's econamic de-
velopment palicy makers.

North Rhine Westphali a has been a German leader in econamic development, and
thisisrefleded in the importance of state ad in Dortmund. Sincethe early 198G, NRW
has tried to use development assstanceto encourage econamic restructuring in the Ruhr
Valley's coa and sted regions, emphasizing puli c-private partnership, innowation, and
the atradion d "sunrise" industries. The state aaxed funds from, and cooperated more
intensively with, the national government, creaing a specia program for sted regions
within the national government's regional development fund. Bavaria, in contrast, has
been lessactivist. The state's postwar econamic palicy was traditionally focused on pub-
lic ownership of key state firms, including Lufthansa and BMW. However, inthe ealy
199Gs the state sold dff its aresin private firms and is now using the proceeds of the
saleto finance an investment program for infrastructure and local econamic development
adivities. Recantly, the state of Bavaria become invaved in financing locd econamic
development adivities onascale similar to that in NRW.

No data ae avail able that al ow a cmmparison d the adual expenditures on em-
nomic development by Kentucky and Rhode Island, bu they have palicy mixesthat are
not widely divergent from other American states (Clarke and Saiz 1996 529-535). In
1991, boh states were anongthose with pdicy mixes dominated by locational incen-
tives, and bdh used "entrepreneuria” pdliciesto asimilarly moderate extent. However,
Kentucky did offer more kinds of incentivesto locd governments and businesses to en-

courage the nstruction d infrastructure.
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Local econamic development eff orts are anbedded in dfferent state institutional
environments in Germany and the U.S., bu each institutional environment serves smilar
functions. In Germany, important state institutions include the office of the governor
(MinisterPrasident) and the ministries resporsible for urban development, econamic de-
velopment, research and techndogy promotion, and social welfareisaies. In NRW, a
state rich in contaminated brownfield sites, there dso exists a state land devel opment
authority and two privately funded land devel opment agencies of the mal and steel in-
dustries. Theseland development authorities commonly participate in locd pubic-
private brownfield redevel opment partnerships (Heinz and Scholz 1996).

American state ingtitutions for eanamic development are similar to their German
courterpartsin many ways. Inthe U.S., asin Germany, governors share resporsibility in
econamic development with various gate departments (for transportation, econamic de-
velopment, etc.). Recently, statesin bah courntries have made more frequent use of pub-
li c-private partnerships for econamic devel opment.

The ingtitutional powers of U.S. governors vary widely from state to state (Beyle
1996 237-8), whil e the powers of al the German Minister Prasidenten are quite similar
(Hesse and Ellwein 1992 283-87; Andersen and Woyke 1995. Because U.S. governors
are more independent of party organizations than are Minister Prasidenten, their influ-
ence depends in greater measure on their personal qualiti es. American governorsin-
crease their personal influencethrough pdicy entrepreneurialism (Beyle 1996 221, 239.
For example, bah Kentucky and Rhode Island governors have éou the same degreeof
ingtitutional power (Beyle 1996 237), bu there has been considerable variationin bah
states on the degree to which particular governors created a profil e for themselvesin e-
nomic development. Asaresult, adivist governors auch as Kentucky’s JohnBrown, Jr.

were more likely to be recognized by the locd lealersinterviewed in this gudy as influ-
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ential on local economic development policy. Thiskind of variation in activism in eco-
nomic development policy is characteristic of Minister Prasidenten as well, but their en-

trepreneurialism is limited by the power of their parties to set political issue agendas.

Relevant Local I nstitutions

Some factors give U.S. city council members more power than their German coun-
terparts. While Louisville currently has 12 aldermen, Dortmund has about 83 council
members and the city of Augsburg about 60 (varying due to electoral rules). American
councilmen are aso invested with a clear, personal mandate from the voting public. Irre-
spective of whether city council elections are partisan or nonpartisan, citizens typically
vote for particular individuals rather than for the party list, asin Germany.

Despite the greater influence of American council members, executive power in
American city government often tends to flow to the mayor, athough the degree to which
power is concentrated differs by the type of city charter used. The "strong mayor" model,
used by both Providence and Louisville, centralizes power in the hands of the mayor to
the widest extent possible. In practice, thismodel allows the mayor to direct the business
of the city either alone or with trusted advisors, without the close supervision of the
council. The mayor isthe chief administrator, and al the departments of the city operate
under hisor her aegis. Moreover, the mayor is popularly elected in the strong mayor
system, and this public mandate makesit easier for the mayor to push through his or her
own policy ideas against council opposition. The mayor must make an accounting of his
or her actions and plans on aregular basis to the council, but the system often works so
that the mayor must do so only once per year, when the mayor submits a budget to the
council for approval. In areas of high consensus, such as economic development in the

cases of Louisville and Providence, the power of the council is diminished even further.
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Aslong as the mayor's pdlicies do nd provoke controversies—extensive land condemna-
tionand reighbarhoodrelocation can doso, for example—courcil membersin the two
cities have tended to give the mayor their full suppat.

German city council s adivate five kinds of elected dfficials. Theseinclude regular
courcil members, pditi cdly seleded "advisors' or committee tairsin the courcil (Ref-
erenten), the paliti cdly appanted overseers of bureaucratic departments (Dezer nenten),
the mayor, and a German form of "city diredor" who heads the bureaucracy but shares
power with a mayor.

Lawyers, bureaucrats, and parties dominate the locd decisionmaking processto such
an extent that the complaint iscommonly head that eleded courcil members rarely play
arolein pdicymaking. Becaise German council s are organized along party lines and
regular courcil members are dependent on party resources, non-elected party officials
have influence over the pdlicy process Bureaucrats, by virtue of their professona status
and their permanence, are also qute influential because they are ale to block pditi cd
initiatives. Finaly, because the processs of legidative and exeautive dedsionmaking
are starkly embedded in legalisms, legal specialists dominate dl parts of the palicy dis-
course. Asaresult, lawyers and bueaucrats are often incorporated into the early stages
of the palicymaking process qute commonly giving them more influence over the proc-
essthan city courcil members. German city courcil members are structurall y disadvan-
taged in comparison to their American coll eagues due to a number of additional factors.
Courcil members ®rve onavoluntee basis evenin large dties 9 that they do nd have
the time or staff resources to sustain informed pdicy debates with those officials who
recave financial compensation, including the mayor, the Referenten, the Dezer nenten,
the bureaucracy, andthe dty diredor. As Germans place ahigh value on professonalism

in dedsionmaking, the norprofessonal council members are disadvantaged in pdicy
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debates. Courcil members are dso nealy whally dependent ontheir party's leadership in
palicy debates.

Referenten ad as committee dairsin the dty courcil (finance, econamic devel op-
ment, culture, sport, transportation, etc.) and are resporsible for making palicy recom-
mendations. Econamic development israrely given asingle-purpose mmmitteg it is
more commonly combined with ather issue aress such as transportation, for which asin-
gle Referent isresporsible. Referenten are seleded by the daty courcil.

The powers of the mayor also vary according to the particular type of charter the dty
uses. Until recent reforms created a number of mixed forms, locd charters used to be
divided into South German and North German models (Bundeszentrale fUr paliti sche
Bildung 1994 17-22). The northern model was influenced by the British occupying
forces and their penchant for pladng power in the hands of a parliamentary majority.

The southern model was influenced by the American forces, who daced a higher value
on an independent and poverful exeautive. The southern model, which isused in
Augsburg, isthus known for concentrating power into the hands of apopuarly eleded
mayor (Oberbirgermeister), who heads the parliament, represents the dty in legal con-
trads, and drects the bureaucracy. In the policymaking process however, the mayor
does have to cooperate with the aurcil's committee dairs (Referenten). Because the
southern model gives © much authority to the mayor, it tends to reduce the influence of
parties over local pdliti cs, espedally in small er cities where mayors can afford to runfor
officewithou getting the suppat of amajor party.

The northern charter model, which was used by Dortmund uriil recently, gives more
power to the dty council. The mayor isnaot popuarly eleded but is rather appanted by a
majority of council members. Thus the mayor has no separate popuar mandate andis

typicdly aloyal and respected member of the same party as the majority of the courcil.



132
Whereas the mayors of southern cities also head the local bureaucracy, nathern German
mayors haveto yield this power to a"city diredor," who serves at the behest of the mun-
cil and dredsthe eitire dty bureaucratic goparatus. In bah southern and nathern mod-
els, the courcil elects the pdliti cd heads of various bureaucratic departments (Dezer nen-
ten) and its own committee tairs (Referenten). In practice the northern charter model
resultsin a separation d power among atroika: the mayor, the dty director, and the
courxil's mgjority fractionleader. All threemembers of the troika depend onthe favor of
their party for their positions, thus the northern charter model strengthens the power of
the majority party. The most important individual in thistroikais usually the head of the
courxil's mgjority party. Indeed, the man who held this positionin Dortmundwas known
as "Little Stalin" because of the degreeof control he could exercise over the detail s of
dedsionmaking in the daty. However, actors relative influence depends on their respec-
tive personditi es and on haev particular dedsionmaking situations played to their indi-
vidual strengths.

In bah the U.S. and Germany, very similar kinds of local administrative departments
of econamic development or puldi c-private partnerships are used to manage the dty's
eoonamic development effort. In bah courtries, diredors of econamic development de-
partments are paliti cdly appanted. The main task of these pdliti cd functionariesisto
ensure that the bureaucracy carries out the mayor's pdliti ca agenda. Both U.S. and Ger-
man citi es have increasingly relied upon pubc-private partnershipsin econamic devel -
opment.

A small but important institutional difference anong American and German citiesis
the more frequent use of term limitsin American cities. In Louisvill e, for example, a
one-term limit was st on the mayorship and governorship urtil 1986. Term limits for

mayors and governors limit their ability to buld profesgonal expertisein econamic de-
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velopment, bath personally and among their staff. Term limits probably also limit the
eleaed dfficials aspirations in econamic development and may also tend to limit their
palicy focus to short-term projects.

Metro areas in bah the U.S. and Germany are jurisdictionally fradionalized. How-
ever, the extent of balkanizationislessin Germany than in the U.S. due to athorough a
consolidation processled by states that ended in the 1970s. Germans also tend to travel
shorter distances to work and to move lessfrequency. The lower mobhili ty of Germans
and the more thorough consolidation d locd jurisdictions tend to make German cities
territorially more congruent with their respedive labor market areas. However, inter-
jurisdictional competition for firm aaquisition and residentsis gill aproblem for German
locd governments. Suburbanization fuels competition. The dronic shortage of land for
development in large German citi es puts them at a disadvantage vis-a-vis the lessdensely

popuated suburban towns.

Relevant Nongover nmental I nstitutions
Parties

A mgjor institutional diff erence between the U.S. and Germany liesin strength and
influenceof pdliticd partiesin Germany. In Germany, the party system is well anchored
in all threetiers of government. Politicd careas are often dependent onlocd bases of
power, such that "members of federal and state parliaments are permanently involved in
locd pdliti cs," including the pdliti cs of econamic development (Hennings and Kunzmann
1993 40). The aareers of American state and rational padliti cians only rarely beginin
city pdliti cs, and their home districts are much larger than is the cae for their German

coll eagues.
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Parties make adifferencein intergovernmental relationsin bah courtriesin similar
ways. If the same party isin power on bah the locd and state levels, lobbying and aher
forms of coordination are eaed. The same-party bonusis gronger in Germany due to the
greder strength of partiesthere. Some big citiesin the United States get an intergovern-
mental relations bonws smply for being the only large dty in the state; Providenceis a
goodexample.

Eledion campaigns on all | evels of German government are pubicly financed, guar-
antedng the financial independence of pdliti cd parties from lobby groups. Thisisastark
contrast to the dependence of American local officials on private doretions for eledion
campaigns (Elkin 1987%.

Policy diff erences that polarize the parties on the national level do split ocd parties.
However, party pdliti cs onthe locd level are more pragmatic than ideologicd, and df-
ferences among party organizations onthe locd level generally tendto be blurred
(HauRermann 1991 Griner, Jaadicke, and Ruhland 1988. Moreover, agenera pro-
growth consensus links all of the German parties, even though each party defines desir-
able growth in away that conforms with its ideologicd orientation (Hennings and Kunz-
mann 1993 40). Thereisatraditional split i n the phil osophies of the Social Democratic
Party (SPD) that differentiatesit from that of the "bourgeois" parties, which include the
Christian Democratic Union (CDU), the Bavarian regional party Christian Social Union
(CSU), andthe dasscal-liberal FreeDemocratic Party (FDP). Espedaly intheindus-
trial regions of Germany, the SFD has tended to suppat an adivist and state-led devel -
opment agenda. The SFD also has tended to side with hig industrial businesses. The
CDU, its gster party CSU, and the FDP are generally more laissez faire in their approach
to econamic development issues, espedally in the South. Yet, each o these parties has

eoonamic development traditions. The CDU, aswell asthe eonamically liberal FDP,
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have always frowned on aid for ailing traditional industries, but they have championed
assistance for small companies and trades businesses. The Greens regularly protest new
roads, downtown parking decks, and airport expansions, but they rarely try to block other
forms of economic development assistance. Like the "bourgeois’ parties, the Greens see
their economic devel opment constituency in small and medium-sized enterprises, not
large industries.

Party ideology makes little difference for local economic development in American
citiesalso. American politicians, regardless of party affiliation, typically cooperate be-
tween local politicians and business groups in pro-growth coalitions (Peterson 1981; El-
kin 1987; Molotch 1976). Neither Democrats nor Republicans harbor consistent anti-
growth tendencies, although anti-growth coalitions may use party organizations as a plat-
form for gaining power.

The impact of parties on economic development is greater when party competition is
high and whenever the local majority party isin the opposition at the state level. In the
rule, however, party competition islow in German cities. Rather than competing over
issues, German parties at the local level tend rather to stake out their own specialized
issue areas, hoping to attract voters who consider that area most important and relying on
scandals or new popular personalities to shift the mgjority in their favor. Votersin Stutt-
gart, for example, tend to associate economic devel opment issues with the Christian
Democrats (CDU) and the liberal Free Democrats (FDP). Social Democrats are seen as
the most competent in social welfare issues, and the Greens are viewed as most compe-
tent to handle environmental issues (Gabriel, Brettschneider, and Vetter 1997). In some
cities, asin Dortmund, party competition was hardly relevant at all due to the dominance

of asingle party. Augsburg, however, isacity known for high party competition and
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factionalization. Changes in power between the SPD and the CSU have occurred several

timesin the past three decades.

Business and Labor Organizations

Business interests are organized within chambers of commerce in most U.S. cities,
but other business organizations are common, especially public-private partnerships.
German business interests are organized within Industrie- und Handel skammer (hereafter
identified as IHK's) and Handwer kskammer. The IHK organizes manufacturing and retail
businesses, the Handwer kskammer organizes the traditional trades. Both were important
in Dortmund and Augsburg, but the IHK dominated in both cities. Leadership in the IHK
is separated into a professionalized management (CEO) and the voluntary membership
council, which is headed by a president. Both the president and the CEO aretypicaly
important for economic development.

Membership in German chambers is compulsory, extending to them a much higher
legitimacy as representatives of the entire business community. The higher degree of
ingtitutionalization of local business interests in Germany means also when the chambers
become involved in local economic development, they can mobilize greater resources
than their U.S. counterparts. At the same time, high institutionalization limits German
chambers in ways unknown to their American counterparts. German chambers cannot
formally exclude portions of the business community in formulating economic develop-
ment positions. American chambers can support the goals of alocal development net-
work even against the wishes of some of its members by creating a separate organization
for economic development with only a segment of the business community as members.
This strategy is not an option for German chambers. Further, American business manag-

ers are often more involved directly and openly in economic devel opment policymaking
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to amuch greater extent than is legitimate in Germany, where the direct political activism
of business managersis frowned upon because of the representative function of the IHK.
The "proper" modus of involvement for the German manager or firm owner who wants to
promote local economic development is to become active within his or her chamber, not
viadirect contact with politicians or development corporations, as commonly occursin
the United States.

Another clear difference in the ingtitutions affecting decisionmaking is the much
stronger presence of unionsin Germany. On the national level, unionsrarely arein-
volved in issues of concern to local governments, but at the state and local levels they
play an important role in determining the responses of regions and cities to deindustriali-
zation. Industrial unions, such as |G-Metall, which organize traditional industry, have
always had close ties to the Social Democratic party; together, they have tried typically to
push policies that aid existing heavy industries. The German Union Federation (DGB) is,
in contrast, an umbrella organization that in principle represents all workersin any given
region. With its broader membership base, the DGB may be freer to explore and support
economic development alternatives that do not privilege existing industries.

Some of the most important institutions in local economic development in the United
States include utility companies and the local press (Logan and Molotch 1987). Both
kinds of firms are "rising tide ben€ficiaries,” i.e., their businesses stand to benefit from
local population growth. Indeed, population growth is the only way that some firms can
grow. Thesefirmsare typically more active as "boosters” for local development. Utility
companies and the press have different roles to play in Germany. Utilitiesin Germany
were until recently provided largely by city-owned but privately managed enterprises.
The top management of these enterprises were often loyal ex-politicians, and they did not

typically articulate any independent "utility company" interestsin the political decision-
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making process The German pressalso plays alessr role than its American courterpart,
for the presslandscgpe is much more regionali zed and rationalized than inthe U.S. The
tiny locd papers do day a bocster role, bu they do nd have much influence over pditi-
cians or pulic opinion. Yet, the presscan be an important player, aswas the casein
Dortmund. Althouwgh the dty has no major newspaper of its own, the regional papers that
cover the etire Ruhr areawere adive and suppative of Dortmund's development agenda

of the 198Gs.

Relevant Legal Structuresand Practices

The most outstanding diff erencesin the U.S. and German local econamic devel op-
ment systems are palicy differences. There are many kinds of padlicies widely used in the
U.S. bu unknaovn in Germany. German pradices of debt financing, taxation, and budjy-
eting make many common American pdicies unnecessary, as explained below. There
are dso many tools commonly used in Germany but rarely employed in the United
States. Most of these ae related to job creation and early retirement programs. These
adivities are funded by the EU and by the Federal Officefor Labor Market Programs;

similar funds are nat commonly avail able to U.S. cities.

Debt and Financing

American cities commonly acquire debt on the private market by issiing bonds. The
better their credit rating, the lower the interest they haveto pay to attrad capital. For this
resson, bondrating agencies exercise agreat ded of indired influence over locd padlicy,
and cites must make sure that they are percaved by these agencies as being bisiness

friendly (Elkin 1987.
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Although the standardization d EU banking law may change the situation radicdly,
German local governments have not been dependent on the private market for credit.
Local governments do barow, bu they commonly take out loans for no more than four
yeas. Cities may take out long-term loans, but these ae more difficult to arganizein
pradicedue to the five-year planning horizon d most cities. Loans and bond must be
approved by a state's oversight agency (Aufsichtsbehérde), but more recently the strin-
gency of oversight has been reduced so that locdliti es are dl owed to incur debt as long
they are nat running a deficit.

German citi es have arelationship with the parapublic Spakasse or "savings bank"
system that is unlike aything known in the United States. The Spakasse system is or-
ganized at the state level, with a central state bank and local affili ates. It serves both mu-
nicipal and private austomers. A representative of the local government must by law sit
onthe board o thelocd Spakass, just asthe dty is required to ensure the solvency of
the Spakass. The dty deposits funds with the Spakasse. While German cities are free
to barow money from any bank they please, most municipal lending (almost two-thirds
in February 1999according to Bundesbank figures) is made through a branch o the
Spakas®. Since dl city debt is ultimately guaranteed by the state, cities need na worry
abou their credit rating. When the dty courcil makes aloan request and the state's over-
sight authority makes no oljectionto it, the loan is as good as pregproved at the
Spakass. Municipal |oans are good businessfor the bank, for these kinds of loans are
guaranteed by the state and are thus excluded from the bank's minimum reserve require-
ment. Although thisis one of the German banking pradices that raises eyebrowsin
Brussls, it means that the local Spakasse often isaues |oans to cities under extraordinar-

ily goodterms.
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German cities can and do issue bonds on the private market (Munich, Stuttgart, and
Leipzig have done so recently), but the federal government has not offered tax exemp-
tions for bonds since 1956. Bonds are thus usually more expensive than loans from the
local Sparkasse, and German cities are independent of the bond market for their credit
needs anyway. More than 95% of city debt is owed to banks, and many cities that have
issued bonds have done so only as aform of advertising.

Because of the lesser importance of bonds for German cities, alarge number of fi-
nance-related development strategies common in the U.S. do not find directly corre-
sponding policies or practices at the local level in Germany. Such instruments include
general obligation bonds, revenue bonds, revolving loan funds, or the issuance of bonds
to fund specific projects. Linked deposits, whereby a city agrees to deposit its funds with
abank only on the condition that the bank grants special lending conditions for city-
sponsored firms or development projects, are not practiced in Germany. The easy avail-
ability of bank credit at good conditions makes these superfluous. Publicly sponsored
devel opment projects can often get good credit conditions through the local or state
Sparkasse. Securing private financing for large infrastructure projects is often accom-
plished through the direct participation of local banks, including fully private banks, ei-
ther separately or in consortium with the Sparkasse. Most importantly, cities do not have
to cater to rating agencies in order to get good credit conditions. German cities are typi-
cally concerned with maintaining a "business-friendly" image, but thisimageisless

costly to maintain in Germany than in America.

Budgeting and Taxation

Since 1974, local budgeting and accounting has operated under the Gesamtdeckung

principle, whereby separate city agencies and departments operate under a single budget.
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All budgets are covered by a unitary budgeting process so that individual city activities,
including local economic development, whenever it is organized under the city bureauc-
racy, are financed out of one "pot." This allows the city to cross-subsidize departments.
For example, city public transportation might be subsidized by parking fines and garbage
pick-up fees. In principle, thisisnot allowed. The city is supposed to deliver services at
cost minus the depreciation and interest of invested capital. The actual cost of delivering
particular kinds of services must be calculated as away of justifying the setting of fees
for these services, even though all such services are paid for out of the same budget.
However, cities commonly work around this restriction by outsourcing services to semi-
private service corporations. Gesamtdeckung accounting allows the city council to move
funds quite freely between agencies and departments. Thus, the German budgeting sys-
tem makes superfluous an entire spectrum of American budgeting tricks such as ear-
marking, enterprise funds, and the use of pension funds for development.

In practice, neither German nor American cities have much flexibility in setting the
rates of taxes which flow to their own budgets. German local governments have nominal
control over two kinds of taxes: the property tax and the business tax (Gewerbesteuer).

Y et, aside from some anecdotal examples, rates for these taxes are rarely manipul ated.
Fees for city services are amuch more flexible means for raising revenue and are exten-

sively exploited for this purpose in both the U.S. and Germany.

L ocal Contexts
The following section provides information on the local contexts of the four case
studies. Of particular importance are economic circumstances (including the history of
local economic decline), the composition and important personalities of local leadership,

party competition at the local level, connections to higher levels of government, electoral
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Table 3.2: Characteristics of the Four Case Study Cities, ca. 1970

Workforcein Manuftg.

Population Manufacturing LQ Main Industries

Strategic

Cities

Dortmund 640,000 2% 1.03 Metals, Coal, Brewing

Providence 912,000 2% 1.18 Textiles, Jawelry,
Shipbulding

Nonstrategic

Cities

Augsburg 212,000 4% 1.14 Textiles, Machine Todls,
Eledrica Comporents

Louisville 827,000 K} 1.00 Farm Machinery, Autos
Appliances

Statistics for U.S. cities are for metro areas;, employment statistics for German cities include mining and
utili ty employment.; datais given for the yea closest to 1970 grmitted by data avail abili ty.

Sources:

U.S. Department of Labor, Bureau of Labor Statistics. January 1984 Employment, Hours, and Earnings,
Sates and Areas, 1939-1982.

U.S. Bureau of the Census. Various Y eas. Satistical Abstract of the United States. Washington: U.S. Govt.
Printing Office

history, and the relative fractionali zation d locd jurisdictions. Table 3.2 povidesa

summary of the dties basic charaderistics.

Dortmund

Dortmundwas one of only eleven German citi es with popuations over 500,000in
1970andis the Ruhr's seaondlargest urban conglomeration. Dortmundlies at the eatern
edge of the Ruhr Vall ey, the symbdlic heart of industrial, blue-collar, urban culturein
Germany. Dortmundfirst emerged asared urban paver in the 19th century, andits sze
and pasitionin the urban hierarchy climbed onthe fortunes of coal, sted, and keer. These
threeindustries, their workers, and the Social Democratic party that supported the
interests of both have dharaderized the pdliti cd culture of Dortmundfrom the beginning

of the Federal RepuHic.
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Dortmundexperienced several periods of deinduwstrialization. Although it ranked
only twenty-fifth among Germany's 56 largest citi es in terms manufacturing and mining's
share of total local employment, 46% of all privately employed residents worked in
manufaduring enterprises or for coal mining firmsin 1970. Thus, Dortmunds jobs were
exceptionally dependent on dedining sectors and industries. The "coal crisis' of the late
195G hit Dortmunds numerous coa mines particularly hard. By 1966, oty four large
mines were till i n commercia operation. Over the period 19590 1972,Dortmund
mining employment dropped from 44,000to 18,000. The last Dortmundmine dosed in
1987,as the industry moved to coal fieldsin the northern Ruhr. Declinein the locd coal
indwstry increased the relative importance of the sted forging industries, which then be-
came the dominant sector locdly. Dortmund's ged industry first felt the pains of reces-
sion duing Germany's first postwar national econamic slump, from 1966to 1968. This
so-cdled "cleansing crisis’ forced rationali zation throughou Germany and the merger of
Dortmunds two largest sted makers.

After the dty reached an historicd apex in terms of popuation and industrial em-
ployment in the early 19705, popuation and manufacturing employment decli ned consid-
erably (Gerszewski and Thull 1998 119). Between 1970and 1982total employment in
the dty dedined by 11%, and manufacturing employment was cut by 27%. Over the
period from 1976to 1986 ,the dty lost 34,000manufacturing and mining jobs, adrop d
30% (Heinz and Scholz 1996. Job lossesin major industries continued through the
1980Gs and 199G. After the wal and sted sedors, the brewing industry finally followed,
cutting over 1,500jobs by 1978(Dortmund Econamic Devel opment Department 1999.
Growth in services did occur in the 19705, but performance was poar in comparison to

the national average. The early 1980 were even harsher on Dortmunders. By 1984,and
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in comparisonto 16 dher large German cities, Dortmundranked highest in uremploy-
ment and twelfth in locdly generated tax revenues.

By the mid-197Gs, changes in global markets and techndogies had finally forced
locd firmsin awide range of branchesto start laying off permanently thousands of blue-
collar workers who, in contrast to layoffsin the 1950 and 196, could na find jobs
elsawhere. Thelast red battle against deindustriali zation was lost in 1981 when the lo-
cd sted maker Hoesch annourced plansto scae badk locd operations. Hoesch was
merged into the firm now known as Krupp-Thyssen. As most of the dty's coa mining
operations had arealy entered their last phaseout and the dty's brewers had already im-
plemented large layoffs, this was the final blow for those traditi onali sts hopng to save
the dty's older indwstrial mix. In 2001,steel productionin Dortmundis sheduled to end.
KruppThyssen exeautives are cnsidering new production sites abroad.

Dortmund, like many other Ruhr cities, was run for decales by padliti cd and eco-
nomic officials with mutually reinforcing power bases. The e@namic system creaed
two bases of power—the managing boards of large industrial firms and the union repre-
senting blue-collar industrial workers. Due to the German system of codetermination, the
indwstrial unionwas always represented onthe managing boards of the dty's important
indwstria firms. Union membership, in turn, overlapped with the membership of the
German Social Democratic Party (SPD). Dortmundwas always considered a stronghold
for the old generation d Social Democrats, for it was the first city in the regionto pu a
SFD magjority in the dty parliament (in 1923, and the party held the mgjority in the dty
courcil continuowsly between 1949and 1999.The padliti cd system creaed a base of
power for party membersin the dty courcil and the mayor's office  Often, the samein-
dividuals srved as representatives on the managing boards of important firms, as eleded

representatives of the dty government, and as party leaders. Such key leaders, common
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in the Ruhr Vall ey, thus enjoyed overlapping power bases and have been call ed the
Ruhr's "grassroats paliti cad multifunctionaries' (Bovermann 1995 19; Gerszewski and
Thull 1998 68). Dortmunds "pdliti cd multifunctionaries’ were known as Hoeschianers
becaise many of them had worked at one time for Hoesch.

Thetop leadersin Dortmundincluded Horst Zeidler and Giinther Samtlebe. Horst
Zeidler was the leader of the SFD mgjority factionin the dty courcil from 1969 uril
1994and in many ways personified the power of the dty courcil. Accordingto orein-
side observer, Zeidler kept himself in the badkgroundof paliti cs but exercised huge influ-
encepredsely becaise of hisreserved style. Yet, Zeidler was a'so widely known as
"Little Stalin" because it was commonly believed that al pdliticd dedsions, large and
small alike, had to med with his personal approval.

Zeidler's close associate was Gunther Samtlebe, the mayor of Dortmundfrom 1972
to 1999and a prominent SFD leader. Samtlebe, who at the time of his retirement was the
longest-serving mayor in Germany, owes the stabili ty of his career to the high resped he
enjoys among his party comrades and to the fad that the SFD has held a majority in the
city council since1949. Samtlebe is a Dortmund personality of historicd proportions.
He was abowe dl personally and professonally associated with the troika of coal, sted
and kee. Samtlebe started his career in 1946as aworker for Hoesch and was eventually
made the director of one of the firm's large production sitesin Dortmund. He was major-
ity leader in the dty courcil before beaoming mayor in 1972. Samtlebe murted Chan-
cdlors Brandt and Schmidt among his circle of intimates and served aterm as the presi-
dent of Germany's national association d cities.

The influence of regular courcil membersislow in the German system, so that the
SFD leadership faced noserious chall enges from the council aslong as the SFD mgjority

leader kegos hisfradion dsciplined. The CDU and Greens suppat different develop-
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ment phil osophies and dten come into conflict with the SFD. The CDU, for example,
has long suppated the privatization d econamic development activity within a private
eoonamic development corporation. The CDU and the Greens are aitical of the mzy
relationship among the locd SFD, big industry, and the SFD-led state government, which
in the view of the CDU has underwritten megaprojects to the negled of small business
interests. The CDU chair of the dty courcil's ecmnamic development committeg Hans
Georg Hovermann, hes been particularly outspoken in his criticism.

The SPD has been in the majority in Dortmund's gate of North Rhine Westphalia
since 1980,and strong party tiesto the state have dharaderized Dortmunds resporse to
dedine. Intergovernmental relations were personal, creaed and nutured among trusted
party comrades and friends in constant communicaion. The state has provided very sig-
nificant aid for local development projeds. Private industry, organized in the dty's
chamber of commerce (IHK), also enjoys good conrections to the state. Because of the
conredions among state officials, locd pdliti cians, and local businessleaders, the dty
developed awidely suppated and accepted approach to respondng to econamic change.
Thisincreased the dfedivenessof lobbying at the state and European levels during the
yeas when the CDU was in power nationally.

Because ading dedining sted and coal regions has been atop priority of bath the
national government and the European Union, Dortmundwas adually quite successul at
attrading aid from these levels of government. Dortmund, along with most of the Ruhr
Valley, was located in a European target regionin the 1980G. Dortmundwas ableto
make extensive use of EU social fundaid for helping laid off steel workers and coal min-
ers. Dortmundattracted aid from other EU funds as well, for example, nearly 3 million

DM in 1994from the EU Projed "EUROFORM ."
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Dortmund hes aunified jurisdiction relative to similar American cities. It also daes
not share aithority with a cournty government. However, competition for new businesses
andresidentsis sark. City leaders report that their principle competition comes from the
other large steelmaking citi es of the Ruhr Valley—Essn and Duisburg, but also from

suburban townships and courties to the west.

Providence

Providenceis one of America's oldest trading and manufaduring centers. In 1900,
the boaming city had 175,597 esidents, making it the nation's twentieth largest city, de-
spite its diminutive territoria size. Thelocd econamy at the turn of the century was di-
verse, bu textiles and jewelry manufaduring took prominent paositionsin the locd in-
dustrial mix. The dty ranked first nationally in the manufadure of jewelry andin the
production d woodlen and worsted goods. The dty'sfirst experience with industrial de-
cline canein the mid-1920s, when textile manufaduring moved to the South. Provi-
dence with its older textile mills, could na compete with the nonunon labor, lower en-
ergy and transportation costs, tax incentives, and modern fadliti es enjoyed by producers
in the South. Astextiles dedined, the locd ecnamy becane more dependent on jewelry
manufadurers, andin 1980, 466 of the manufaduring work forcewasin this sdor
(www.providenceri.com/history/). By the 19605, the local textil e industry had com-
pletely coll apsed, and many small manufaduring firms had moved to more spadous fa
ciliti esin the suburbs.

Urban decay became evident in the 196Gs, but the Providence metro areastill had a
manufaduring location qudient of 1.18in 1967 ,making it nineteenth among Americds
105largest metropditan aress. The pace of decline soonworsened, hovever. Between

1967and 1972 the metro arealost 11% of its manufaduring jobs. Other sedors of the
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locd econamy dlipped into dedine & thistime. Retaili ng was hurt by competition from
suburban mall s after 1968,and kbanks began closing davntown branches.

Manufaduring dedine statewide and uban decay in downtown Providenceintensi-
fied sharply in the watershed year of 1973. President Richard Nixon,who hed been ree-
leaed the year before, annourced the dosing of Rhode Island's Quorset Point Naval Air
Station. At that time, 10% of statewide amployment was directly or indiredly funded by
the Department of Defense, and the base dosing came & a big shock. Urban decay then
became acentral issue when, at about the same time, the state judicia system made
known its plansto relocae alarge downtown court complex to a suburban location, and
the Allendale Insurance Company dedded to relocae its operations out of Providence to
a suburban community.

Allendale's move was a particularly visible and damaging example of a series of firm
exits that had naicedly reduced the number of retail establi shments, insurance firms,
and banks locaed in the city limits of Providence Thelossof manufaduring firms
downtown was nothing new for Providence businessleaders, bu the events of 1973 made
it shockingly clear that the dty wasin danger of losing alarge number of its service sec-
tor firms and government agencies. Thisredization served as awakeup and rallying cdl
for the businesselite, especially for firms that had invested capital in property or fixed
assts downtown, including the gas company, red estate firms, Flee Bank, and the magjor
locd broadcast mediafirm.

Mayor Buddy Cianci, Jr. has dominated Providence over the past three decades. The
mayor has many detradors, bu even these give him credit for being atirelesspromoter of
downtown redevelopment (Barry 200Q 25; Motte and Weil 200Q 15). Cianci first
served as a Repubican from 1975to 1985, btihad to leave office dter pleading nolo

contendre to the dharge that he assaulted a man he accused of having an affair with his
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estranged wife. Cianci was returned to dffice a an Independent in 1988andis gill in
office making him the longest-serving mayor in the dty's history. Over the yeas, Cianci
has nursed two main interests. downtown development and maintaining his personal po-
liticd madhine. The two interests often overlap. Cianci is known to use ommunity de-
velopment funds for patronage (Motte and Weil 200Q 15), and hisadministrationis sus-
peded o using the tax abatement system for the same purpaose. Asthe study was being
written, these practices were under investigation in the FBI's "Plunder Dome" investiga-
tion (Goldberg 2000. On April 2, 2001 after the reseach for this gudy was completed,
the FBI succeeaded in getting Cianci and two top aides indicted oncorruption charges.

Cianci shares power with a 15-member council, each elected from a separate ward.
Both the mayor and courcil members are dected for four-year terms and may succeed
themselves. Eledions are partisan, and the dty council i s dominated by Democrats, who
generally favor neighborhood gograms rather than davntown development. They re-
peaedly criticize Cianci's downtown focus (Motte and Weil 2000 15). Y et the Demo-
crats do nd have astrong aganizationin the daty, and their oppdsition to the mayor's
focus on dovntown has been weg (Motte and Weil 200Q 15).

The ties between the mayor's office and higher levels of government have been very
poar at times—one previous governor even refused to talk to the mayor at one paint.
Further, the partisan composition d the dty council has not always mirrored those of the
state assembly or of the state's congressonal delegation. However, these problems and
differences have not hindered intergovernmental cooperation in econamic development.
Providence has been the beneficiary of enormous financial suppat from state and re-
tional governments.

The greater Providence aeais highly balkanized into small city governments. There

are noinstitutions for coordinating the econamic region, which crosses gate boundries
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aswell, and so the dtiesin the Greaer Providence aea @mpete with ore another for
retail customers, industrial acquisition, andtax base. Providenceitself is snall, so busi-
nessinterests are aowded near downtown, and the redevelopment of downtown has been
a common denominator linking businessinterestsin the aty.

Competition for businesses and residentsis dark but isonly regional in scope. In
interview resporses, Providenceleaders measured their city against similar-sized citiesin
neighbaring states, including Worcester and Hartford, aswell as snall Rhode Island
townships. Providencelealers recognize that their city isimpaded by the ups and downs
of the nearby Boston metropdis, bu they have been successful at exploiting the proxim-

ity by courting Boston kiotech firms and well -salaried Boston professonals.

Augsburg

Deindustriai zationin Augsburg isjust one chapter in the dty's epic saga of decline.
The story beginsin the fourteenth century, when Augsburg was one of Europe's most
important cities. Not only wasthe dty one of the religious power centers of the Holy
Roman Empire, it was also hame to the House of Fugger and thus an international finan-
cial center of thefirst order. Hints of its decline cane in the 19th century, when Napo-
leon conferred a higher status within his empire to the dty of Munich, Augsburg's neigh-
bor andrival. Yet the eonamic rise of the dty continued through the 1960, and
Augsburg became one of Bavaria's few blue-coll ar cities. Augsburg had developed into a
peripheral manufacturing center for firmswith headquarters and reseach faciliti eslo-
caed elsewhere. Thus, Augsburg enjoyed a more diversified manufacturing sedor than
the industria citiesin the Ruhr, although it was somewhat dominated by textilesin the
195G and 196@. Important employersincluded MAN (diesel engines and printing ma-

chinery), NCR (cash registers), Messerschmitt (aircraft), Osram (light bulbs), Siemens
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(eledricd comporents), and Haind (paper). All of these producers, with the exception
of Haindl, were headquartered ouside the dty, and the dependency of Augsburg on ou-
sidefirmsincreased over the aurse of deindustriali zation.

The dedine of Augsburg industry began in the 196G, when stiffer environmental
regulation increased the cost of domestic textil e manufaduring, and cheg, foreign-made
textil es becane more readily avail able. Dedine was gradual at first, and was never
marked by any kind d ecnamic shock such as those experienced by the Dortmund coal
and sted industries. In 1970,Augsburg still ranked eighteenth among Germany's 56
largest cities in the concentration d manufaduring employment relative to the national
average (mining employment included). However, the pace of dedineincreased in the
197G and ealy 198G = that the dty lost 23,000manufaduring jobs between 1970and
1982(City of Augsburg 19844). In the foll owing two yeas, ancther 3,300 bue-coll ar
workerswerelaid off. Between 1970and 1982 the city gained ony 10,000service sec-
tor jobs, as competition with Munich, which isonly 35 milesaway, pu adamper on
service sector growth. Most of the manufacturing jobs lost were in the textil e sedor,
which at its height in the 1950s employed 20,000regionally. Today, nomore than 2,000
jobsremain. Augsburg has had chronic difficulties in making land avail able for indus-
trial use, so further manufacturing jobs were lost in the 1980 as expanding locd firms
moved to surroundng towns.

As Augsburg experienced all the problems of deindustrializationin the 197G, its
rival Munich grew into a European leader in banking and aher services. Yet despite
heary losses of blue-collar jobs from 1970to 1984 the eonamy in Augsburg was never
very bad relative to ather parts of Germany. There was even some moderate job growth
in manufaduring from 1985to 1989,and because of the aquisition d new computer

manufaduring fadliti es at about the same time, some observers pointed to the dty asa
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textbook case of successful adjustment to industrial dedine (Poschwatta 1987.3; City of
Augsburg 1984a). This praiseturned ou to be premature.

In the 1990s, the eonamy fell i nto recesson as aresult of the end d the cld war.
Many Augsburger manufacturers outsourced to firms or new production fadliti esin east-
ern Europe, and the U.S. military closed a nearby base that had employed alarge number
of German civilians. From 1991to 1994 ,employment in all sedorsfell by 20%. Inthe
minds of those individuals now invalved in locd pdliti cs, the recesson that began at the
end d the short unification boan in 1994 oershadows past periods of decline. By 1995,
the President of the IHK for Augsburg and Schwaben had cdled attention repeatedly to
the region's problems in urgent terms.

Asistypicd for the southern German city charter model, council members and the
mayor are separately elected. This, combined with partisan elections, resulted in dvided
government in the aty from the late 1970s through 1991. From 1978to 1984 the SFD's
Hans Breuer was mayor whil e the auncil was led by a CSU mgjority. The eledionsin
1984returned Breuer to the mayorship, and a splinter group d the CSU joined with the
SFD to form amajority council codlition. In 1991 the CSU wonthe courcil and sent
Peter Menacher to the mayor's office. Menader has remained in dfficesincethat time,
and the CSU has kept its hold onthe wurril .

Over the past threedecades, party competition hes been very high, with pover
changing hands sveral times. This competition hes played out nat only between the
SHFD and CSU, bu has also invalved alarge number of small er parties and splinter parties
unique to Augsburg. Interms of pdliti cd turnowver, it isfair to say that Augsburg isone
of the most democratic datiesin Germany.

The high degree of party competition and pditi cd conflict in the dty has had nega-

tive aonsequences for paliticd consensus building in econamic development. Competi-
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tion has meant that the parties have dways dressed dfferencesin their two approaches to
eoonamic development. The mnservative CSU tended to avoid econamic devel opment
adivitiesin the 1980s out of the ideologically grounded conviction that it is more gpro-
priate to leave such adivities to the private sedor. The SFD was adivist in econamic
development. This divisivenesschanged in reactionto the e@namic downturn of the
199Gs. By 1997, onthe heels of electionsin 1996, pobusinessecmnamic development
issues had become the top priority in pditi cd circles for both parties.

Relations between Augsburg and the state government have been clouded by re-
gional and party differences. Augsburg isthe symbadlic capital of the Bavarian region o
Swabia, whereas the sea of the Bavarian government, Munich, also happensto be the
symbadlic caital of aseparate region. These two regions are nat ingtitutionali zed bu they
haverivariesthat are still refleced in language and culture. Until 1991, regional rival-
rieswere exacerbated by pdliti ca differences, asthe industrial city was atraditi onal
stronghold for the SFD whereas the state government always has been daminated by con-
servatives. Augsburg leaders canna quite shake the feding that they are lessprivileged in
comparison to their colleagues in Munich's city government.

Jurisdictionally, the Augsburg regionis lit i nto several cities and courties, and
competition among them for businessaqquisitionis fierce. Relations between them can
be charged by rhetoricd sparring and interparty competiti on (Augsburger Allgemeime.
19929. Locd actors report that competition with the surroundng locdliti es has increased
of late, as other towns intensify their development eff orts. Augsburgers dressalso they

have lost out in the competition with Munich for service sedor jobs.
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L ouisville

Louisvill e has been cdl ed the North's outhernmost industrial city. It istied to the
South culturally but has an econamic structure similar to cities of the Grea Lakes or
Pennsylvania. Louisvill e wasimportant originally as atransportation and dstribution
hub onthe Ohio. Manufacturing took roat after the Civil War, spurred by locd family
cgpital. Abou 50 families became succes<ul in their manufaduring ventures. These
formed the aultural and econamic establi shment that was dill i n gacein the 196Gs.

Manufaduring employment boamed duing the SeamndWorld War and into 195G,
as large American companies built locd branch plants. By the 1950, the roster of in-
dustrial employersin Louisvill eincluded GE, Ford, DuPont, B. F. Goodrich, Interna
tional Harvester, American Tobacco, and Brown & Willi amson Tobac®. In 1967,Lou-
isville was indwstriai zed just slightly above the national average, ranking 36th ou of the
105largest U.S. metro areas in terms of manufacturing LQ. However, manufacturing
employment in the metro areawent onto climb to an historicd high of 120,000in 1974
(Louisville Courier-Journal 1982).

The large branch plants that had turned the Louisvill e areainto an industriali zed re-
gion began to cut badk onemployment after 1974. Between 1970and 1983 the dty lost
33,000manufaduring jobs, and the share of manufacturing jobsin the locad econamy fell
dramaticdly from 42% to 26% (U.S. Bureau of Labor Statistics 19990. The most puli-
cized layoffs during these years occurred in plants owned by General Eledric, Fawcett
Printing Corp., Brown & Willi amson Tobacm, and International Harvester. Despite
stegp losses in manufaduring jobs, econamic declinein Louisvill e saw no single, jarring
shock. "[Industrial] defedions came @ separate shocks to the Louisville eonamy”
(Louisville Courier-Journal 1984. Indeed, Louisvillewas dill amajor manufaduring

center in 1980. In that year, 25% of local jobs were in manufaduring compared to the
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national average of 20%, and surroundng Jefferson Cournty was the 16th most highly
indwstrialized courty in the nation (Louisvill e Area Chamber of Commerce 1981).

The Louisvill e metropditan area excompasses alarge number of governments and
spedal districts, bu the most important governments in this mix are the dty of Louisvill e
and Jefferson Cournty. The dty of Louisvill e operates under a strong mayor form of gov-
ernment. The mayor annually develops and recommends the foll owing year's depart-
mental operating and capital budgets, which hasto be gproved by the Board of Alder-
men. Eacd o the 12 adermen is eleded from a single ward and serves a two-year term
with the oppatunity to get reeleded. Eledions are partisan. Jefferson Courty uses a
commisgoner form of government known as the Fiscd Court, and the county
judge/exeautive isits chief exeautive officer.

Louisvill €'s mayors were handicapped by aterm limit of four years until 1986.
Thereafter, they were dl owed to serve atotal of 12 consecutive years. Jerry Abramson
was the first mayor affeded by the new law. Abramson,a Democrat, served from 1986
through 1998and is the single most well-known pubic figureinvolved in Louisvill e e®-
nomic development. Abramson presided over a successul reorganization o the Louis-
ville e@namic development system that turned the dty's eff ort aroundfrom arelatively
norstrategic system to ore of the better coordinated systemsin the courtry.

City, courty, and state governments, as well as the state's congressonal delegation,
have dl been separated by party lines. Abramsonand aher Louisvill e mayors were
Democrats, whereas the congressonal delegation has been daminated by Repulicansin
recent years. However, asin most American cities, a broad consensus links bath perties
in econamic development isaues, and Higher governmental aid has been made avail able

for severa important projects.
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Governmental jurisdictionsin the greater Louisvill e aeaare highly fradionali zed.
Jefferson County, which contains 70% of the Louisvill e aeds popuation, has 1261ocd
governments—95 city governments, one murty government, and 30special purpose dis-
tricts (Savitch and Vogel 1996 141). Thisfradionalization presented serious obstades
to the emnamic development plans of loca |eaders before 1986. The fiercest competi-
tion for new businesses and residents took dace principally between the dty and the
courty. In 1986,after several failed attempts at formal consolidation, the dty and courty
signed a"compad" that, among other measures, introduced tax sharing between the two
governments. The new tax sharing arrangement made competition for new businesses
superfluous. On formal consoli dation was finally approved by referendum on November
7, 2000.

Interview resporses sow that locd leaders consider cities such as Indianapadlis, Cin-
cinnati, St. Louis, Memphis, Nashvill e, Charlotte, Austin, Jadsonvill , and Birmingham
to be Louisvill €'s main competitors. Louisvill e ators have learned to think of competi-
tionin dff erentiated terms, looking at particular sectors or markets. This diff erentiated
sengitivity to the particul ariti es of competitionis unusual, and can be aedited in part to
the ntinuing dialogue on targeting that has taken pacein Louisvill e and to the work of
Paul Coomes, an econamist at the University of Louisvill e, who hes developed awidely
cited database of Louisville eonamic indicators that facilit ates dor-based comparisons

with ather cities.

Concluding Remarkson L ocal Contexts of Decisionmaking
Certainly, institutions matter for loca pdlitics. Yet they seem to be matteringin
similar waysin bah Germany and the United States. Thisis puzzling gven the fad that

the two courtries respedive nationa ingtitutions are very different. Why are differences
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in national institutions not reflected in more distinctive national patterns of local re-
sponses to decline? One explanation is that the different institutions create similar kinds
of structural constraints on local government. Indeed, the broad structural constraintsin
both countries are identical: local political leaders are bounded by democratic processes
on the one hand and the freedom of capital on the other. Regardless of whether acity is
located in the United States or Germany, elected officials need to gain the support of |o-
cal businesses, higher-level government officials, and bureaucrats to do economic devel -
opment. Further, different kinds of formal institutions thrust similar kinds of individuals
into local economic development networks (seetable 3.1). Moreover, the relative influ-
ence of each kind of actor varies from city to city depending on particular personalities
and actor constellations, and this holds true for both countries. Thus, different institu-
tional systems create similar conditions allowing for variation in local responses.

The particularities of each city arelegion. Each city has aits own economic and
political histories, its own unique business mix, its own particular party system, and its
own relationship with higher levels of government and other jurisdictions. These are but
afew of the important circumstances that weigh on economic development decisions.

Y et, even acursory comparison of asmall number of cities reveals that different cities
can be quite similar on any particular dimension. Neither Louisville nor Augsburg had
particularly good connections to higher levels of government, while Providence and
Dortmund did. Declinein Louisville and Augsburg was gradual, while Dortmund and
Providence experienced asingular jolt. Such similarities |ead researchers to ask, do these
factors help explain why Providence and Dortmund responded more strategically to de-
cline? Thisisrich soil for speculation, but caution is advised. The sheer number of such
possible factorsis enormous, as are the relationships between such factors and strategic

action. One must rely on the existing theoretical and case study literature to focus our
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attention on the particular characteristics that are most likely to be significant. Nonethe-
less, the more one knows about the particularities of cities in western industrialized na-
tions that have experienced similar problems with economic decline, the more such un-
derlying similarities are apparent. Thisisnot surprising, for after all, such citiesin the
U.S. and Germany face similar decision situations, have a similar basket of policies
available for their use, have to organize economic development in similar ways, and face
increasingly similar market pressures.

Given that national institutions do not explain domestic variation in local responses
and there are too many similarities in the economic development activities of citiesin
different institutional contexts to believe that every city is absolutely unique, further re-
search into possible general factors explaining local responses to economic declineis
justified. The remaining chapters of this study delve into thisrich soil of speculation in
search of some general rules of the game, guided by the four propositions derived from

the larger body of literature on local governance and local economic decline.



CHAPTER 4
STRATEGIC CITIESIN THE 1980s

The policy efforts of Dortmund and Providence in the 1980s and 1990s allow usto
test whether the four factors associated with strategic policymaking in theory were actu-
aly at work in real situations. Both of these cities had implemented arelatively strategic
response to similar processes of economic decline by the 1980s. Any factors at work in
both cities may be earmarked tentatively as necessary for strategic policymaking.

In each case, city activities after the onset of decline are evaluated on four separate
dimensions: the areas of activity pursued by the city, complexity of its organizational
structure, its ability to set particular targets, and the degree to which its economic devel-
opment organizations coordinated their activities. Based on this evaluation, the depend-
ent variable takeson a"value' of easy, moderate, hard, or very hard. The next task of
each case study is to evaluate the influence of the four independent variables on strategic
policymaking, as explained in chapter two.

Anticipating the findings of this chapter, both Dortmund and Providence had an
"urban coalition" in the sense of urban regime theory, and both change in clearly discern-
able ways after the onset of economic decline. Further, both Dortmund and Providence
are found to have enjoyed a privileged politics with their respective state and national
governments. In both Dortmund and Providence, a similar dynamic pattern of decision-
making was observable. Early responses to decline were successful, which served to
build confidence among local actors. However, in both cities, early successes served to
reduce strategic decisionmaking after afew years, as economic development efforts be-

came narrowed onto one particular area of success.

159
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Dortmund

The dty of coal, sted, and kee put together aresponse to econamic dedine that by
1986was recognized throughout Germany as a model worthy of emulation. The dty's
resporse centered onatwo-pronged strategy of asssting laid-off steel workers and pro-
moting small and medium-sized enterprisesin "high tech" branches. It was suppated by
awell-coordinated network of private and publi c-sector actors that enjoyed a high degree
of financial suppat from state and national governments. The successes of the 198Gs did
not spur further successin the 199G, however. By then, the dty was nolonger making
padlicy in astrategic manner. Earlier pdlicy innowations turned into routines. No further
organizational or palicy innovetions were made that are mnsidered important by local
adors. Nor did the dty embark upona new emnamic development planning eff ort, de-
spite the fad that the simultaneous processes of European and German urification have
changed the drcumstances of local growth in Dortmundsignificantly. The successul
organizations and ideas of the 198G remained intad and functioning, but their operation
was routine, and their eff ectivenesswas dimmed by new competiti on from other cities,

which created their own businessincubators smilar to Dortmund's Techndogy Center.

Economic Development Policy in Dortmund after Decline

The bulk of interview and aher data strongly suggest that Hoesch's 1981annource-
ment to scdebad operations was aturning point in the dty's approach to econamic de-
velopment. As coa mining firmswere dready phasing out their Dortmund mines and
brewers had alrealy rationali zed most of their production, the Hoesch "crisis’ was the

final blow for traditionali sts hopng to save the dty's older industrial mix.
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Table 4.1 summarizes the data gathered onDortmund's resporse to dedine, as ex-
plained in the following pages. The data suggest that its eff ort can be broken into two
periods around 1990.For example, all of the "succesdul" projectsin the dty were com-
pleted in the 1980 (the one successul projed completed in the 1990 was initi ated ea-
lier). Thisfinding substantiates comments from experts and actors that palicymaking
was routinized in the 1990 and becane lessurgent in comparison to the 198Gs.

Table 4.1: Dortmund Economic Development Effort

Existing or new in 1980s New in 1990s

Areas of Entrepreneurship Hard infrastructure (brownfield
successful Hard infrastructure devel opment)

activity

Successful Tedhnology Center Neue Evinger Mitte land reda
proj ectst Tednology Park mation projed

Venture caital fund
Labor market programs

River port renovation

Targeting Broad targets: helping existing | Well defined targets exist, but
industries sde down produc- | only for Technology Park
tion businesses

Hightedh innovation
entrepreneurship
I mportant SPD fradionin city No new organizations
organizations? | _ counc
Economic Development
Committeein city

council
Department of Economic
Development
Coordination Coordination among elitesis Lowered coordination capac-
common by 1986 ity astasks becme routinized
Difficulty level | Hard (3) Moderately hard (2)

1 Noted by at least two interviewees as siccessful
2 Noted as important by at least 50% of interviewees

Min Activities and Projeds

In 1968,Dortmund kecame one of the first German cities to crede aseparate de-

partment for econamic development, and the aty always kept it staffed at levels above
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the national average. In 1995,it had 45staff members, whil e the arerage for simil ar-
sized German cities was ven—with a high standard deviation (Holl bach-Grémig 1995.

The adivities of the dty's department of econamic development through the 1970s
were focused onthe a@uisition o new manufacturing firms, the brokering of property
for industrial use, and krownfield development (Amt fir Wirtschaftsforderung der Stadt
Dortmund 1978. Its expenditures in these years were oncentrated onthe redevelopment
of 23 seleded parcels of land for commercia and industrial uses (Gerszewski and Thull
1998 160). These activities were typical for German econamic development officialsin
the 1970, espedally land krokering (Heuer 1985 29; Wrobel 1979. Inaview shared
by officialsin aher cities, Dortmundleaders considered the ladk of suitable landto be the
foremost obstade to local econamic development (Westdeutsche Allgemeine 1981).

New activiti es beyondthe traditional areas of land brokering, brownfield develop-
ment, and manufacturing aaquisition kegan in the early 198Gs. Immediately after the
Hoesch crisisin 1981 Mayor Ginther Samtlebe cadl ed what became known as the
"Hoesch conference” It included all of those actors who were needed to get things dore
in Dortmund Mayor Samtlebe; city manager Harald Heinze; the econamic experts of the
two parties, Hubert Collas (CDU) and Gerhard Kompe (SFD); the NRW Econamics
Minister Reimut Jochimsen; the diredor of the Federal Department of Labor's Dortmund
office Ehrenfried Kulozik; both the President and CEO of the IHK (Industrie- und Han-
delskammer, the dnamber of commerce representing the region's largest businesss), and
university reaor Paul Velsinger (Hennings, Kahnert, and Kunzmann 1991 5; Dortmun-
der Bekanntmachungen 1983. The Hoesch Conference resulted in anew "plan” for the

city's future eonamic development eff orts (Die Zeit 1985.
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The Hoesch conference plan was asignal that spurred activities. These adivities
were split i nto threesmall epicenters, each led by its own groupof elites. Oneinformal
group based aroundthe IHK was organizing the "Dortmund Techndogy Center" (TC), an
indwstrial park for hightech businesses and research ingtitutes. Another informal clique
based aroundHoesch began working on dans to ameli orate condtions for laid-off work-
ers. Meanwhil e, the groupresporsible for the Department of Econamic Devel opment
was abou to embark onadoamed pubic visioning effort led by a newly appanted d-
redor. It wasnot until 1985,with the gopantment of anew diredor, that the dty's bu-
reaucratic goparatus contributed to the processof palicy innowetion.

The asolute focal point of new ecnamic development in the dty was the Dortmund
Tedndogy Center (TC), after it became nationall y recognized as siccessul. Even to-
day, the Techndogy Center is synonymous with Dortmunds general eff ort to cope with
indwstrial restructuring, but not everyone suppated the projed at first. Enthusiasm was
generated incrementally. It was an initiative of agroup d adors that included represen-
tatives of the IHK, some members of the SFD in the dty government, the state econamic
affairs ministry, locd banks, and the university. Fundng the projed were the dty (40%),
the IHK (25%), a consortium of processautomation firms (12%), the loca Sparkasse
bank (7%), and private banks (16%). Although the ideaisan dd ore now, whenthe TC
was initiated in 1984 ,such incubators were still quite new to Germany and thus me-
what more risky. Itsfinancing was complicaed andinvolved the adivation d a number
of different kinds of adors and the aordination d new fundng sources. The TC was
locaed onagreenfield site aljacent to the University of Dortmundand indeed emboded
anew effort to increase the woperation ketween the university andthe dty and between

the pulic and private sedors. The TC was able to attrad alarge number of new compa-
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nies and research institutes within afew years after opening in 1985. It became widely
adknowledged in Germany as a prime example of how locd governments can respond
succesdully to deindustriali zation (Westdeutsche Allgemeine 1985).

Parall €l to the hightech perk effort, another groupwas putting together private capital
from Hoesch and pubic funds from the national and EU governments to finance a9s-
tancefor laid-off industrial workers. As part of this effort, alarge number of projects and
pali cies were developed and implemented by Hoesch, locd unions, party officials, and
the dhambers of industry andtrades. This groupincluded all of the dected dfficias rep-
resenting Dortmundin state and national government, even including Dortmund's repre-
sentative to the national parliament, Norbert Blim, whase CDU party was in oppgition
locdly. Effortsincluded the provision d management consultants to locd firmsin finan-
cial difficulty, the expansion d locd ABM measures (ABM isanational job credion
program), and training and professonal qualification programs (Hennings, Kahnert, and
Kunzmann 1991 7-8). A central part of the df ort was the ealy retirement programs of
Hoesch. The mmpany started its ealy retirement padlicy in the 198Gs by lowering the
normal retirement ageto 59. Asthe 198G progressed, this age was reduced to 54.5.
Benefits were set at 90-93% of wages. To finance these benefits, Hoesch recaved asss-
tancefrom the EU, the national government, and the state government. Due to the eff orts
of thisintegrated network of government officials and private businessleaders, Dortmund
can pant to aremarkable statistic: nore of several thousand laid-off sted workers suf-
fered a stegp reductionin income a aresult of losing their jobs.

Asthe two informal efforts among elites were proceeding with speed and success
the dty's econamic development bureaucracy remained isolated. The department's

fundng wasincreased from DM 14.6millionin 1982to 35.7millionin 1984 ,andthe
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department worked onthe renovation d the river port (Westdeutche Allgemeine 1984).
However, the director of the department was nat able to integrate the department's adivi-
tiesinto the broad vision articulated duing the Hoesch conferences. This changed in
1985with the entry of a new director, Burkhard Dreher (seebelow). Dreher helped in the
establi shment of anew venture caital fundto complement the Techndogy Center, sup-
ported its physicd expansion, and developed a sedoral targeting concept for one of the
many brownfield redevelopment sitesin the aty (Westféli sche Rundschau 1986.

For determining which of the many adivitiesin the dty were most significant, inter-
viewees were asked to identify "succesdul” new adivitiesin the dty since the 198Gs (see
table 4.1). Althouwgh several projects were mentioned by two or more interviewess, the
only project accepted by a majority as siccessul was the Dortmund Techndogy Center.
Twelve of fourteen interviewees noted that the TC was successful. The Technology Park
and the venture capital fund,also mentioned by several interviewees, were intended as
expansions of the center. Only threeother palicies or projects—Ilabor market programs, a
redamation project cdled the Neue Evinger Mitte, andriver port renovation—were iden-
tified asimportant by at least two individuals. All of these programs were initi ated in the
198Gs—nat asingle pdlicy or projed initiated after 1990was considered succesgul by
the locd adorsinvaved in econamic development. Some interviewees did mention
more recent projects as innovative, defined as those "which embody new goals, bring in
adors previously not involved in econamic development, and/or initi ate new organiza-
tional forms." These included the "Sadtkrone Ost" project with its enormous "U.F.O."-
shaped mall and train station and a similar brownfield development known as the
"C.AM.P.U.S" projed. However, urike the Neue Evinger Mitte projed, which was

started in the 19805, the Stadtkrone Ost and C.A.M.P.U.S.projeds were never compl eted.
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The low level of appreciation for projects started in the 1990s is characteristic of the
problems faced by Dortmund economic development. The 1980s, and specifically the
years between 1984 and 1988, were a golden era of innovation in the network. Subse-
guent efforts resemble land brokering and brownfield devel opment policies familiar to
Dortmunders from the 1970s. These projects, although of great potential benefit for the
city, have been the subject of criticism from some public administrators and opposition
politicians. City administrators have been unhappy about the large scope and cost of
these projects, which made public-sector |eadership a necessity (Heinz and Scholz 1996).
This mirrors the criticism of some opposition politiciansin Dortmund. One long-
standing opposition politician, interviewed for this study, noted that the method by which
the Dortmund leadership has conducted economic development policy istypicaly ori-
ented around public-sector-led projects that served the interests of both SPD members
and big industria firms, implemented only after a high degree of consensus among all of
these groups had been established and at a scale that required vast sums of public fi-
nancing. This style of palitics, argue the critics, works to the detriment of small busi-
nesses and sustainable growth within existing markets.

Despite the problems and weaknesses of the economic devel opment network, even
its critics acknowledge that the 1980s were a period of innovation in the content, if not in
the method, of economic development policy. The city expanded activity into the fields
of business development and aid for laid-off workers. It continued traditional effortsin
brownfield development, as well as other routine activities. By trying to hold onto old
goals while pursuing new ones, a precarious union of traditionalist and progressive fac-
tions was created in Dortmund after 1980. However, this balancing act was successful

and both groups were able to realize ambitious goals. In thisway, Dortmund was able to
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manage to dowhat in most citiesis not passble: suppating traditional industry and the
pursuit of atransformation d the locd econamy simultaneously.

This golden era of innovation and expanding adivity did na last beyond the 198Gs.
Later on, rew initiatives for helping laid-off workers were nolonger a central activity, as
the big waves of layoffswere over. The adivities of the Techndogy Center had also
faded to the back stage of econamic development, becoming a routine relegated to the
Tedndogy Center management. The new adivities of the 1990 closely resembled

those of the 197Gs, being heavily focused on brownfield redevelopment.

Targeting

Thefirst and orly plan for amore extensive, modernized, and strategic emnamic
development effort was created by the so call ed Hoesch conferences. Thefirst plan,
published in 1981 was addressed primarily to the existing ecnamic development bu-
reaucracy with the intention to "review, redefine, and change the wnservative atitudes of
the existing econamic development machinery in the dty" (Hennings, Kahnert, and
Kunzmann 1991 6). It made several new goals explicit: creaing and subsidizing jobs for
laid-off sted workers; professonal certification programs and retraining for the loca
workforce asgsting existing Dortmundfirmsto "innowate," for example, by experi-
menting with new production processes; targeting acquisiti on eff orts on microeledronics,
communicaion, and botechndogy; underwriting local environmental improvements,
hel ping entrepreneurs and small to medium-sized enterprises, for example, by providing
consultant services; increasing eff orts to attract state, federal, and European development
aid; and wsing marketing to dactor the dty'simage (Gerszewski and Thull 1998 160,

Hennings, Kahnert and Kunzmann 1991 6; Ruhrnachrichten 1984g).
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The concrete goals of the mnferences were nat acampanied by an implementation
guide, so what remained was an unwritten bu effedive agreement among €lit es that
something nealed to be dore in econamic development and that new adivities shoud be
initi ated to help laid-off workers, kegy as much o the sted industry aive & possble, and
bring highted firmsto the dty. Thisiswhat Mayor Samtlebe proudy refersto asthe
"Dortmunder Consensus' (Reichmann 199§.

By the end of the 19805, the dty's econamic development eff ort had branched ou
into threemain areas. labor market programs, aaquisition d highted firms and research
ingtitutes, and herd infrastructure programs (including the routine tasks of brownfield
redevelopment and the specia projed of river port renovation). These "targets’ were
indeed a part of the explicit goals foundin the resolutions of the Hoesch Conferences, but
they remained very broad. The only institution pradicing more predse targeting was the
Tedndogy Center management, which used targets as away to tighten the focus of its
aqquisition adivities. However, as one interviewee notes, the center's targets are quite
numerous and include information and communications techndogy, "new media," con-
struction and bul ding management, logistics, gualificaion, metals and eledrical compo-
nents, and microstructures and systems techndogy.

The dty itself is dill fishing aroundfor the right targets, although many attempts
have been made to focus the dty's efforts. Franz-Josef Drabig, the former head of the
SFD fradionin the dty courcil, was avociferous suppater of making Dortmundinto a
center for "new media" adivities such asfilm production. The ideaof reorienting the
city's econamic development eff ort aroundthis sedor was hotly contested by other pdliti-
cd adors and was never accepted. University planning professors cdled onthe dty to

review its econamic development adiviti es with the goal of adjusting them to the new
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exigencies of European and German unification. Thisinitiative, cdled Dortmund Inter-
national, died withou the suppart of city pdliti ca leaders. More recently, eff orts have
emerged to get adialog going on encouraging sedorally based industrial "clusters.” Par-
ticipating in this dialog are the Department of Econamic Development with its new di-
redor, Dr. Utz Ingo Kupper, and the DGB union federation. Eberhard Weber of the
DGB hasrecently cdled for the creation d a"new Dortmund Consensus” abou which
sedorsthe dty shoud adively target (Westdeutsche Allgemeine 1997). However, al of

these targeting eff orts were still i n their nascent stages at the end of the 199Gs.

Organizational Complexity

For assesgng changes in the organizational structure in Dortmund, interviewees were
asked to identify the organizations that have an important influence over the city's ecm-
nomic development dedsionmaking process A magjority of responcents agreed that three
organizations are important: the SPD fractionin the dty council, the Econamic Devel-
opment Committeewithin the dty courcil, and the Dortmund Department of Econamic
Development.

All threeof the important organizations were under the antrol of the Social Demo-
cratic Party from 1949to 1999 giving the party the power to appant the mayor, the dty
manager, and the director of the eonamic development department. The 1999eledions
marked the end of thisera. In that year, the cnservative CDU party won 34 ¢ 82 seds
in the wurcil, the same number asthe SPD. Thiswas adramatic fall-off from the large
sead margins enjoyed by the SPD in the recent past, which had varied between 19to 24

seasfrom 1979to 1994. The wurcil isnow led by a CDU-Greens coaliti on.
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The ranking of important organizations needsto be put in context, for respondents
tended to deamphasize the importance of organizations altogether. Asone ador noted,
"when you have apartner like Harald Heinze, you dan't need organizations." Heinze was
Sadtdirektor of Dortmund,akind d city manager who shares power with a mayor and
the cuncil mgority. Anather of the cantral figuresin econamic development in the
19805 noted that the "organizational form was of secondary importance, and | never con-
cerned myself overly with them as long as they functioned. My focus was projed ori-
ented rather than arganization aiented.” Another central actor said that, in his experi-
ence, the good chemistry among individuals made organizations of secondary impor-
tance Inthis girit, individuals within the IHK were ranked as among the most important
individualsin the locd network (see below), but only aminority was of the opinion that
the IHK was important as an arganization. Organizations boundresources together and
thrust particular individualsinto bargaining networks, bu their usefulnessthen depended
to alarge extent ontheindividuals who ran them and urder what condtions these indi-
viduals were willi ng to cooperate with athers. When, asin Dortmundin the 198G, indi-
vidual lealers of particular organizations cooperate extensively in many aress, the im-
pressonisleft that organizations are of secondary importance. Organizations becme
visibly important only when they have negative dfects for pdlicy, for example, when
they do nd deliver the resources expeded of them or when leaders use them to block
projed idess.

The Dortmund ecnamic development eff ort is characterized by organizational con-
tinuity and the fail ure of organizational reform attempts. The best known arganizational
initi atives, the Hoesch conferences, consisted of informal medings that were oriented

toward changing the goals of the existing palicy system, na the organizational structure
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itself. These medings are best understoodin the cntext of Dortmunds one-party sys-
tem. In Dortmund,eledions did na serve the function d creating a cmnsensus about
palicy priorities. The SFD in Dortmund krew that their constituency—Ilocal blue-coll ar
workers—was interested in seeng something done @ou the Hoesch crisisin 1980, bt
the pdliti cd €elite neaded to identify a amnsensus among the adors holding keysto im-
portant resources. Once ageneral consensus crystalli zed, the conference itself was no
longer relevant.

Most reform efforts in econamic development were aortive, and many new organi-
zations yielded disappanting results. A longstanding goal of the CDU was the privati-
zation d the dty's econamic development department and to reorient it aroundthe needs
of small and medium-sized businesses. Privatization was redized orly very recently and
incompletely. Ancther organizational innovation was made in the 198G when the dty
joined the Regional Conference East Ruhr, aregional planning body. Thiswas done
partly at theinsistence of state ators, who made the distribution o aid under two new
asgstance programs in the 1980s condtional onthe participationin regional planning
organizations. The state was hopng to forceits cities to think and ad regionally and to
open locd networks to new actors (Heinz and Scholz 1996 58). Although the regiona
planning organization still exists, it did na make an impad on the structure of the locd
ador network or onthe way ecnamic development isdorein the dty. Only two of
fourteen interviewees thought that the organizationisimportant.

Other organizational innoations invalved the aeaion d puldic-private partnerships.
In Dortmund, these were most often launched at the instigation d higher levels of gov-
ernment. A goodexampleis the partnership that was creaed to manage alarge brown-

field redamation projed known as the Neue Evinger Mitte. The organizational form of
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this particular effort can be dtributed to the intention d state ministry officials and the
Kohl government's "Ruhr Valley Initiative" to encourage moperation ketween private
and pubi c-sedor adors in econamic development. Ruhr Valley Initiative fundng was
partly condtional onthe aeation o alocal pubic-private partnership. The Neue Evinger
Mitte partnership included Hoesch representatives, local bank exeautives, state ministry
representatives, andlocal government officials (Heinz and Scholz 1996 70-72). How-
ever, these pulic-private initiatives, like the regiona planning organization, dd na lead
to cooperation ouside their origina areas of competence. No intervieweementioned a
pubi c-private partnership as being important for econamic development generally.

The Dortmund Techndogy Center's management board is one new organization that
has become important. It oversees the routine tasks of "innowation” at the TC. The
Dortmundcity manager and an IHK representative -dired the board with the TC's own
diredor. Thus, thisorganizationisunder the direct control of previously existing institu-
tions. Itsinfluenceislimited to the operation d the TC.

In conclusion, the institutional structures already existing in Dortmundin 1970were
sufficient for generating and implementing a plan for ecnamic development after the
crisis of dedinein 1980. There was noimportant, lasting organizational change from
1980to the present. The Dortmund elite mohili zed resources using organizations built
during the previous decades of industrial prosperity. These organizations worked well
enough for them to be taken for granted, espedally in the highly personali zed pditi cd
environment of the 1980Cs. New organizations that could serve & a power base for new

leaders were not created.
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Coordination

New activiti es after the 1981 Hoesch conferences were actually quite successul, bu
they were guided by small groups who remained urcoordinated for the first yeas. A
major obstade to greater coordination was the relative isolation d the Department of
Econamic Development under its appanted drector, Ulrich Dorstewitz. His main focus
was a pubic visioning eff ort intended to generate specific goals for future eonamic de-
velopment adivities. This effort generated awide diversity of confli cting recommenda-
tions and resulted in an embarrassng, nationally pulicized failure. Dorstewitz's reputa-
tion was permanently damaged, further hampering his abili ty to focus the department's
adivities as intended by the pdliti cd elite. Dorstewitz was asked to resign after the 1984
city eledions.

By 1985,anew tean of leaders, Burkhard Dreher and Karl Bockelmann, had finally
ended the isolation d the Department of Econamic Development. Dreher was aBerlin
eoonamic development professonal reauited by the SPD leadership in Dortmund. Dre-
her quickly became acentra player in the Dortmund retwork, working closely with al of
the top elites, including city manager Harald Heinze, Mayor Samtlebe, IHK officials, and
the exeautive diredor of the German Union Federationin Dortmund. Dreher's main con-
tribution was integrating the resources of Dortmunds large Econamic Development De-
partment into the broad goals st by the dite in Dortmund, thus turning himself from an
outsider into ore of the most prominent figures in the network.

Coordination among the groupworking onthe Techndogy Center and related ac-
tivities, the groupworking onassstancefor laid-off workers, and the SFD €lite was high

during the 198(. Interviewees comment that it was easier to get things dorein eco-
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nomic development in those days because everyone involved harmonized well with ore
ancther and had a high interest in adion.

The central position o the SFD also grealy aided cooperation and coordination.
Now that many of the old actors are gone and with the rise of red party competition |o-
cdly, Dortmundleaders nolonger are ale wordinate the interests of diff erent organiza-
tions, levels of governments, and pubic and private sector as easily asin the past. The
eliteitself began to become lessunified in the 199Gs, asrivaries between the SFD lead-
ership and the other adtors who cooperated in the Techndogy Center emerged. Compe-
tition emerged within the SFD—over the aeaion d distinctive ideas in econamic devel-
opment, for example. Finally, the interest of the SPD in continuing econamic develop-
ment innovation was nat as intense in the 199Gs, for by that time the worst years of ec-

nomic dedi ne had been weahered.

The Local Actor Network and its Changes

Using the reputational ranking method described in chapter 2, data from fourteen
interviewees were used to compil e the ranking presented in table 4.2. In Dortmund,
Burkhard Dreher was most commonly mentioned as an important actor. He accumulated
about 8% of the total votes cast. Three adors made it into the eghtieth percentile, nine
were in the fiftieth percentile, and 21in the twentieth.

Table 4.3 shows the institutional base of the 21 important adors. Asdates of adors
participation are known from interviews and newspaper articles, the list reveds that there
was a bre& in the network around 1980at which padnt the network opened its ranksto

more and rew kinds of adors.



Table 4.2: Reputational Ranking of Actorsin Dortmund Economic Development

Cumulative

Name Position Vote Share Percentage

Dreher Economic Development Department 7.99% 7.9% 1
Samtlebe SPD mayor, 19721999 6.87% 14.9% 2
Aden CEOQO, IHK 6.49% 21.4% 3
Rohwedder | CEO, Hoesch Sted 5.16% 26.5% 4
Giinzd Hea of Industry Sedion, IHK 4.85% 31.4% 5
Zeidler Lealer of SPD in Council, 197694 4.73% 36.1% 6
Berlemann | CEO, Chamber of Trades 4.57% 40.7% 7
Weber DGB Union Federation, 1990 present 4.17% 44.8% 8
Schneider DGB Union Federation, 19851990 4.0% 48.9% 9
Bockelmann | Economic Development Department 3.77% 52.7% 10
Baranowski | Dortmund Technology Center 3.55% 56.2% 11
Heinze SPD Stadt Direktor (City Manager) 3.48% 59.7% 12
Kompe SPD speder for economic issues 3.45% 63.2% 13
Langemeyer | SPD mayor after 1999 3.18% 66.4% 14
Jochimsen | SPD State Minister for eanomic issues 2.84% 69.2% 15
Heinemann | SPD State Rep., Labor Minister 2.40% 71.6% 16
Moller CEO, IG-Metdll union in Dortmund 1.98% 73.6% 17
Jinemann Fraunhofer Techn. Transfer Institute 1.87% 75.4% 18
Volschulte |President, IHK 1.64% 77.1% 19
Drabig Leader of SPD in Council, 199499 1.50% 78.6% 20
Velsinger Redor, University of Dortmund 1.50% 80.1% 21

Twentieth Percentile Cutoff
Total Number of Actors Mentioned at L east Once 47

The Old Guard

The findings documented here confirm the general wisdom that the dite of Dort-

17¢

mundwas dominated by a traditional industrialist elite. The are pdliti cd €lite existing

in 1980consisted in large part of "Hoeschianers": Mayor Samtlebe, Courcil Mg ority

Leader Zeidler, and State Representative Hermann Heinemann. An additional member of

the dite with close ties to Hoesch was Klaus Gunzel, who was hea of the IHK's Industry

Sedion and thus one of the people resporsible for managing Hoesch's relationship with

the dnamber and the aty. Notably absent from the network are individual businesspeo-

ple, bahinthe 198G and later. The exception was Detlef Rohwedder, who was the di-

reding manager of Hoesch brought in by the Deutsche Bank for the purpose of managing

the company's dedine.
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Table 4.3: Important Actorsin Dortmund Economic Development

Active Before 1980

City Council

Samtlebe, mayor (SFD)

Zeidler, majority leader in council (SFD)
Kompe, econamic isales speker (SFD)

Bureaucracy
Bockelmann, Econ. Development Dept.

Higher Levels of Government

Rau, Minister President NRW (SFD)
Heinemann, Dortmund's gate rep. (SFD)
Urbaniak, Dortmunds national rep. (SFD)

Business
Gunzel, IHK, industry section

Others
Vesinger, redor, University of Dortmund

New After 1980

Drabig, majority leader in council (SFD)

Heinze, city manager (SFD)
Langemeyer, city manager (SFD)
Dreher, Econamic Development Dept. (SFD)

Jochimsen, minister for economic
affairs (SFD)

Aden, CEO of Dortmund IHK
Vol3schulte, President IHK
Rohwedder, CEO of Hoesch AG
Berlemann, CEO, Chamber of Trades

Baranowski, CEO of Technology Center
Jinemann, Fraunhofer Tedh. Transfer Institute
Mdller, IG-Metal union

Schneider/Weber, CEO, German Union Fed.

Such traditi onali st networks as existed in Dortmundare expeded to read to deidus-

triali zation by trying to preserve old industries at any cost, proving the long-term "we&k-

nessof strong ties' (Grabher 1993). Dortmundadors did focus their first but failed ef-

forts on saving sted, demanding subsidies from the national government for a new

Hoesch pant. Then, from 1980to 1985 the network opened itself surprisingly quickly to

new ideas and new adors. The opening of the network clearly predated the dty's new

palicy resporse, which crystalli zed with the Techndogy Center in 1985.



Expansion d the Network

Therewas alarge increase of "important” adors after the first Hoesch Conferencein
1980. The adition d new adors foll ows the pattern of policy adoption andis broken
into two groups. One group d actors organized the Techndogy Center and subsequent
additions. Anather group aganized aid for laid-off workers. Asthese new groups
emerged, the old guard of SFD members retained its influence because it controll ed the
channelsto pulic resources.

Turning first to the adors resporsible for the Techndogy Center, one sees amix of
established and rew adors. Those interviewees who were invalved in creating the Tech-
nology Center note that the "scene" or informal groupof individuals at the beginning of
the 1980 orchestrating the projed included Alfred Volischulte, Walter Aden, and Klaus
Gunzel (all of the IHK); the dty manager Harald Heinze; the University of Dortmund's
redor, Paul Velsinger; Econamic Affairs Minister Reimut Jochimsen; Hoesch bass
Detlef Rohwedder; and Helmut Kohls of the Dortmund Sparkasse bank. The new adors
among these included Aden, Velsinger, Reimut Jochimsen, Jinemann, and Rohwedder.
Somewhat later on, city econamic development official Burkhard Dreher and TC man-
ager Guido Baranowski became a&nowledged as important actors; baoth of these men
were important for the cntinuing development of the TC.

The TC groupincluded four outsiders: Jochimsen, Rohwedder, Aden, and Velsinger.
Jochimsen, as the state's minister for ecnamic affairs, "set the tone” in the words of one
interviewee because he was known for encouraging research and devel opment invest-
ment in his eedies. The TC concept fit into Jochimsen's vision. Walter Aden was re-
cruited to the position o CEO of the Dortmund IHK in 1980,making him co-lealer of

the IHK with Volischulte. When Aden arrived, many conservatives gill did na believe
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that sted and coal were & an end, and some were insisting on anational bail -out for
Hoesch. Aden was an ousider to Dortmund,a CDU member known for hisinterest in
new techndogy and continuing educaion. With noloyalty to sted, Aden supported new
techndogies and small firms. At first, these ideas were "padlitely" received by traditi on-
alists; their reception warmed after the TC was completed, howvever.

Outsider Velsinger had been adive in Dortmundas university professor for several
yeas before becoming rector in 1978,at which time the university was only 10 years old.
The university did na have dose mntads with city leaders, and the gap between the SFD
elite and pofeswors dill suspeded of harboring revolutionary ideas from the 196G was
tangible. But when Velsinger stepped in, everyone was realy for closer cooperation, all
the more because the state government was emphasi zing such cooperation as part of its
regional development concept. Velsinger, after all, had a mandate from the state gov-
ernment to increase moperation ketween the university and city. The institution for di-
reding this linkage, the University Curatorium, was already in place, and Dortmund
Mayor Gunther Samtlebe wasiits chair.

The story of how the Tecdhndogy Center was born isinstructive for what it tell s us
abou the Dortmundador network and how it was changed by the ad of establi shing the
TC. Astheideaof atechndogy center or businessincubator began to be floated around,
Walter Aden o the IHK traveled to Cambridge University in 1982andto MIT in 1983.
Both of these dties were moperating with alocd techndogy center. With these models
in mind, the ideaof creaing a similar techndogy center in Dortmundwas voiced and
developed coll ectively among Aden and aher adors. Aden foundan aly in Klaus Giin-
zel, the very influential industry sedion heal at the IHK, and anather in Paul Velsinger

who was looking for away to cooperate more dosely with the dty. Reinhart Jinemann
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of the Fraunhder Institute, a prestigious research organization that spedali zesin technd-
ogy transfer, also dffered aid. Helmut Kohls, alocd banker espedally interested in fi-
nancing new businesses and institutionally tied to the SFD lealership through the
Spoarkasse, was a member of the original group. The idea aso foundthe suppat of the
state's econamic minister, Reimut Jochimsen, for it was exadly the kind d thing his
ministry wanted to encourage. City manager Harald Heinze was an early supporter
within the dty government, and Samtlebe and Zeidler added their suppat too.

The financing of the Techndogy Center was atask more complex than any other that
had been attempted before in Dortmund. This required a new quality of risk taking and
cooperation among local adors, presenting serious obstades to adion. However, these
barriers were overcome extremely quickly by German standards, for the projed required
only 18 months from initial conceptuali zation to ribboncutting (Westdeutche Allgemeine
1984). Spedling this processwas the mnsensus reached in 1981and shared by officials
from the IHK, the dty, the university, and the state. Once these actors agreed that the
Tedndogy Center was desirable, getting the necessary resources for the reali zation d
the projea was relatively easy. Aiding the processof consensus building were eisting
party ties among SFD leaders—afact that does not suppat theoretical assertions that
establi shed tiesto spedal interests s1oud block innovation. Consensus was further aided
by a high degree of personalization d members of the network. Many SPFD officials
were old friends and partners, bu Mayor Samtlebe and University Redor Velsinger were
also neighbors. The other newcomer, Walter Aden, bult afriendship with Velsinger and
enjoyed a very high degree of name reaognitionin the dty's socia circles. Many inter-

viewees underscored that the aulture of decisionmaking was highly personalized andin-
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formal during the five years from 1984to 1988 the time when most of the network'sin-
novations were made.

Contributing to the successof the Techndogy Center groupwas the "Dortmund
Consensus' that had been established by 1981. The speed at which fundng was made
avail able for the TC suggests that this consensus was probably every bit asimportant as
clamed by the mayor (Reichmann 1996. The "Dortmund Consensus' was a dear signal
from the establi shed elite that they were ready to invest public fundsin new efforts.
These symbadli ¢ gestures functioned like astart signal to athersto begin serious efforts to
establi sh the Techndogy Center and to help laid-off workers, and this gart signal was
foll owed by concrete financial asgstance from the city when necessary.

Oncethe Tecdhndogy Center was establi shed and recognized as a success two new
adors became important by buil ding onthis siccess—Guido Baranowski and Burkhard
Dreher. Baranowski isthe diredor of the canter andisthe man now institutionally re-
sporsible for innovationin the daty. Burkhard Dreher emerged asthe central figurein
eoonamic development after becoming the head o the Department of Econamic Devel-
opment in 1985. Dreher expanded the Techndogy Center, by helping to creae aventure
cgpital fundfor businesses locaed there, for example.

Parall el to the work onthe Techndogy Center was an eff ort to extend help to laid-off
workers. Thisactivity put unions at the center of asocia dialog invalving al | evels of
government, including for the first time the European Union. Chamber of Commerce
representatives were dso involved, as was Hoesch's CEO. This groupincluded severa
figures present in the reputational ranking: Detlef Rohwedder, Hermann Heinemann,
Hans Mdller, and Guntram Schneider. Rohwedder was CEO of Hoesch and hed been

reauited by the Deutsche Bank to ded with the firm's crisis. He was ultimately respon-
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sible for the dedsionto cut locd production damatically and then stayed onto manage
the processof dedine. He worked closely with urions and government officiasto find
ways to conduct the layoffsin a"socially resporsible" fashion. He eventually wonthe
resped of alarge number of key leadersin the dty. Hermann Heinemannwas a former
Hoesch employee and Dortmunds date representative. He was also the state minister for
labor issues and the dhair of the very important SPD Westphalia party locd in the 1980s.
Heis given credit by oneintervieweefor starting a"socia dialog among the SFD, unions,
and Hoesch" abou the andtions of the layoffs, and he was certainly influential in mobi-
lizing state resources for training and early retirement programs. City manager Harold
Heinze was an important link to the dty government for those seeking to help laid-off
workers, acording to some interviewees. Hans Mdll er headed the Dortmund chapter of
IG-Metall, the German metal workers union, and thus represented Hoesch workers during
the layoff period that lasted through 1995. Méller's union was focused onthe narrower
interests of metal workers and supported aid for large industry and its employees. Gun-
tram Schneider, the Dortmund exeautive diredor of the German Union Federation (DGB)
from 1985to 1990,was able to bring the DGB into the e@namic development dialog.
The DBG, as an umbrella organization for all 1abor unions, could afford to suppart initia-
tivesthat did na target big industry, and nav his siccessor Eberhard Weber iswidely
recognized as an important ador in econamic development dedsionmaking.

In sum, the important actors in the loca network in Dortmund consisted of a @re of
"old guard" SFD €lites asgsted by a group of new actors. The group d new actors was
expanding in the early 198G and even included several outsiders. However, the core
elite remained in control of pulic-sector resources and thus kept ahold ontheir influ-

ence, athough they did na control the curse of econamic devel opment poli cymaking.
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The old guard are those men who accupied the paositions in the dassc troika of Ruhr |o-
cd government, consisting of the mayor, the mgjority fadion leader in the council, and
the dty manager. The men in these positions from the 198Gs through the 199G are dl on
the list of important adors. Gunther Samtlebe, Horst Zeidler, Franz-Josef Drabig, Harold
Heinze and Gerhard Langemeyer. This group d adors remained remarkably stable over
the murse of the past three decades, and it reemerged as even more important in the

19905, when the network settled badk into activities commonin the 197Gs.

Importance of State and National Governments

Dortmunds intergovernmental relations were personal and friendly, creaed and
nurtured among individuals who were in constant communication with ead ather and
who dten interacted ona professonal basis over the curse of many, many yeas.
Friendships among the relevant adors were not uncommon. Dortmunds grong linksto
state and retional elected dfficials were strengthened by party ties in this SPD-dominated
city. Lobbying for the dty at the state, national, and European levels always functioned
well through SFD party channels and continued to function well as lobbying for eco-
nomic development aid increased after 1980.

The spedal at which these networks were organized suggests that they were dways
latent, maintained and fully functional through party ties, albeit never fully mobili zed.
The SFD was the mgjority party in the Dortmundcity council from 1949through 1999.
At the state levdl, it has been in the mgjority since 1980and was 4gill i n power in the first
yeas of the 1980s at the national level. Party ties were especially strong between Dort-
mund and the state government. Dortmundis an important city for the SFD in the state

of North Rhine Westphali a, the symbadlic home of the SFD (Bovermann 19%). Dort-
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mund always deli vered majorities for SFD candidates in state and retional eledions.
Communication among levels of government was quite regular and took dacein the
form of talks between Dortmund's locd party leaders and the SFD representativesin
higher levels of government. Such medingstook dace onaweekly basis. National and
state deded representatives are dso dependent on the goodwill and suppat of their local
party bases for redledion. Thus, it is somewhat typicd of Germany that alarge number
of eleded officials from higher-level governments show up onthelist of important adors
in the Dortmund retwork, athough Hermann Heinemann and Hans Urbaniak are the only
ones who make the twentieth percentile autoff in thelist above (table 4.2).

Dortmunds businessinterests also enjoyed goodrelations with the state government.
A top-level DortmundIHK official noted that his own relationship with top pditi cians
"simply worked." Asisnat uncommonin German cities, IHK representatives regularly
met with the state's minister for econamic isues to coordinate goals and adiviti es.

After 1980,when the SPD took ower the NRW government, cooperation with Dort-
mundwas heightened. One of the goals of the new SPD state government was to help
locd governments respondto emnamic restructuring. A central figure in this eff ort was
the minister for ecmnamic isaues, Reimut Jochimsen, who hed had along-standing inter-
est inlocd econamic development palicy. Jochimsen was mentioned by several adors as
important in the Dortmund retwork. One interviewee noted that the dty had a specia
relationship with Jochimsen becaise Dortmund made itself into akind d pionee in tar-
geting econamic development aid to hightech firmsin the Ruhr. Dortmundwas eager to
serve & akind d testing groundfor Jochimsen's palicy agenda. With the succes<ul
completion d the Tecdhndogy Center, Dortmund ddlivered the success $ory that was

useful to the ministry in validating its pdlicy initiatives. Theredter, ministry officials



184
knew that they could trust the competence of Dortmund actors and could rest assured that
they al shared the same strategic orientation. This gave Dortmunda high degreeof ac-
cessto ministry officials and made it easier for Dortmundto win state ad.

Verticd tieswere dso strong because of the extraordinary eff orts of the state of
North Rhine Westphaliato read ou to its traditional manufacturing cities with aid for
laid-off workers and for other econamic restructuring programs. Minister President Jo-
hannes Rau had also establi shed a profile in econamic development. An early example
of aid under his leadership was the "Action Program Ruhr,” originally planned to run
over the five-year period from 1980through 1984. Thiswas a cnsolidation d a number
of existing programs and involved close to seven hillion DM over five years (Estermann
and Gabriel 1984). From 1980to 1982, unér this program, Dortmundreceived DM 48
milli on, more than doube the dty's own spending on econamic development in these
yeas. Thismoney was used to fundthe dty'sriver port renovation andfor land pu-
chases. The state dso dffered partial matching funds for capital investment. Two new
programs were creded in the 198Gs: the Initi ative for the Future of Coal and Sted Re-
gions (ZIM) in 1987and the Initi ative for the Future of Regionsin NRW 1991 (ZIN).
These programs introduced new rules of aid dstributionin order to force an activation o
regional pulic-private partnerships and cooperation (Gerszewski and Thull 1998 98).
The national government provided large anourts of financial suppat for Dortmunds
effort to help laid-off workers. By 1982at the latest, Dortmundwas included within the
national government's regional development subsidy program (Gemeinschaftsaufgabe
"Verbesserung der regionalen Wirtschaftsstruktur™), aresource not avail able to every
dedining region. In 1982 the federal and state governments together funded a " Sted

Program" worth DM 860 milli onfor subsidizing labor market programsin deindustrial-
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izing areas. After the entry of the Kohl government in 1983 ,Dortmunds CDU represen-
tative in Bonn,Norbert Blim, helped seaure funds for state-financed jobs for laid-off
workers.

Dortmundalso has had successat attrading assstance from Brussdls, thanks again to
SFD pdliti cians. In addition to Urbaniak, who worked from Bonn, Dortmunds SFD rep-
resentative in Brussls, Bernhard Rapkay, is also adknowledged as important among
those who knav Dortmund pditi cs. Dortmund kegan receiving money from the EU's

Socia Fundfor itsjobs programsin 1985(Ruhrnachrichten 1984H.

Dynamics of Coalitional Decisionmaking

Shortly after the Hoesch conference, members of the network began investigating
new ideas in econamic development. The ideaof formali zing cooperation between the
city and the university, which had been floating aroundas a broad pdicy priority of the
state governments, crystalli zed as the Techndogy Center. Dortmundadors sudied ather
cities experiences, made alaptations to these ideas for the Dortmund situation, seaured
the necessary financing, and bult the center within an 18 month period. When the center
was completed, it was expanded upon oer the curse of the next threeyears by the aldi-
tion d the"Techndogy Park" and aventure caital fund. In aprocess smilar to that
which led to the Techndogy Center, a separate group concerned themselves with amelio-
rating the income lossof laid-off sted workers. This group d adors experienced repeated
successes in puting together various programs for helping laid-off workers.

The erly successes of the palicy network encouraged consensus, adion, and energy,
for al of the key adorsin Dortmundwanted to be asciated with success Whereas

winning the suppat of traditionali stsin the unions and the SFD for the Techndogy Cen-
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ter could not be taken for granted at first, the success of the project increased the willing-
ness of traditionalists in the SPD elite to cooperate with the progressives grouped around
the Technology Center. In the words of a Dortmund IHK official, "success has many
fathers,” which isto say that once the center was recognized as a success, early skeptics
turned into supporters. Thus, at least by the time the Technology Center was built, Dort-
mund had a network characterized by a culture of consensual decisionmaking with a high
priority on economic development. The original success with Technology Center also
made it easier for the city to approach the state government for financing later expan-
sions, for the center represented an important example of successful state-subsidized eco-
nomic development. In the efforts to assist laid-off workers, the success in securing
higher governmental aid also created a self-propelling dynamic. The network learned
about the expectations of higher-level government funders, and became adept at ap-
proaching state, national, and EU governments for aid.

Success with early efforts strengthened the institutions that had introduced and sup-
ported them: the IHK, the city government, and the top SPD leadership. A circular dy-
namic was then initiated that swept aside skepticism about the Technology Center and
made it easy to expand on that particular project. This process had beneficial conse-
guences at first, as latent resources were mobilized, the network opened itself to new ac-
tors, and these new actors reacted to the changed economic circumstances creatively. For
these years, the network "learned" how to work in new areas.

The circular dynamic that was beneficial at first turned out to be restrictive later on.
When the Technology Center became successful, the place of progressivesin the network
was secured. However, it did not result in alasting organizational change in economic

development in Dortmund. Early successes fed back into the network so that the status
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and reputations of the traditional, establi shed institutions of loca governance in Dort-
mundwere reinforced. These institutions included the Social Democratic Party, the locd
eoonamic development bureaucracy, the chamber of commerce, and the German Union
Federation. The leaders of these institutions could claim credit for the dty's palicy suc-
cesses, they were indeed principally resporsible for them. This success s$abili zed the
establi shed institutions of Dortmundeconamic development instead of creating new in-
stitutional or organizational bases for individuals and goups interested in continuing the
eff ort to adjust the dty's econamic development adivities drategicaly in resporseto
changing econamic condtions.

By the end of the 19805, innowation in Dortmund kecane directly associated with the
routine operation d the Techndogy Center, obviating the need for new forms of pulic-
private coperation. Asthe areas of activity that were new in the 198G became routine,
the main impulse for innovation and adion within the econamic development network
returned to the traditional ideas of brownfield redevelopment. This areareemnerged as the
focus of Dortmund's econamic development adivities. The aulture of econamic devel-
opment also changed substantially in Dortmund after the late 198Gs. In the 19805, a high
degreeof personalization d the eonamic devel opment network, a sense of urgency, and
personal identification o key adorswith particular projeds al served to ease wopera-
tion. Later, econamic development settled back to its normal priority level, and the per-
sond identificalion d key actorswith particular projects was lesspronownced. The dif-
ferencewas quite noticedle to oreinterviewee who nded that while key econamic de-
velopment adors would routingly schedule gppantments with each ather within aweek's
time in the 19805, appantments to dscussecmnamic development issues now may take a

month to schedule.
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Early success fed back into the network that emerged in the early 1980s to increase
the willingness of actors with different interests to cooperate with one another and to en-
courage a personal identification with common goals. However, this dynamic strength-
ened existing institutions, with the consequence that no new organizations were fostered
that could have made strategic policymaking easier. Once the issue of economic devel-
opment faded in urgency relative to other issue areas, and once the particular favorable
personal constellation weakened due to the attrition of key actors, the ability of the net-
work to cooperate and to operate strategically also waned. The center of policy activity
returned to the kind of large-scale brownfield redevel opment project that was pioneered
in the region during the 1970s. These kinds of projects, while certainly not without their
positive ramifications for the city as awhole, are also commonly criticized. Opposition
politicians note that such projects serve the interests of SPD politicians and their business
constituencies particularly well. Thus, the 1980s turned out to be a golden era of eco-

nomic development in Dortmund in terms of strategic decisionmaking.

Dortmund: Conclusion

Although the Hoesch crisis was preceded by many years of decline, once the existing
elite decided to do something about decline, there was a market increase of activity in
new areas. By 1986, with the advent of new leadership in the city bureaucracy, these
efforts had become well coordinated within an unwritten, but consensual, plan to aid laid-
off workers, foster the acquisition and growth of hightech firms, and make improvements
in infrastructure for existing manufacturers. Between 1986 and 1989, the Technology
Center and related projects had turned Dortmund into a nationally recognized example of

how to respond strategically to structural change.



The structure of the econamic development network clearly changed before the
credion and implementation d new padlicies. A local governance network wasin place
before the turnaroundin 1980, dminated by the Social Democratic Party in aform
commonto the dties of the Ruhr. This network was organized around,and motivated by,
the interests both of big industries like Hoesch, as well asthe dty's blue-coll ar workers.
Traditionally, bah suppated aid for the big local industries that employed thousands of
Dortmunders, bu the purportedly insular network of SFD elites opened itself to nortra-
diti onali sts with new ideas for econamic development. Thanks to the new membership,
their expertise, and their resources, Dortmund's poli cymaking expanded to include two
new areas of adivity: high-tech aoquisition and rew forms of assstancefor laid-off
workers. The new adors increased the dfectivenessand conrnedednessof puldic and
private sedor institutions in Dortmund so that by the mid-198Gs, all of the cmmponrents of
Dortmunds econamic development eff ort were working together in a cordinated fashion
and hed alrealy achieved a nationally recognized pdicy successin the Dortmund Tedh-
nology Center.

Higher-level government adors were central players both in determining the wurse
of pdlicy reform andin providing the resources necessary for their success The good
relations between locd and state-level eleded officials, which were dways latent dueto
party conrections within the SFD, were adivated for econamic development efforts.
Dortmundenjoyed a pdliti cs of privil ege with the state government. This brought asig-
nificant amourt of financial aid from the state, national, and European governments. It
also brought a higher degree of communicaion among levels of government abou which

kinds of locd projeds higher-level governments would finance
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The pattern of padlicy adoption was characterized by the early formation d a ansen-
sus for adion, ore brilli ant and retionally pubicized pdicy successin the form of the
TC, andthenits siccesSul expansion. By the 199G, however, these innoetive aeas
had been routinized. Because the successes of the 198Gs did na serve to crede new in-
stitutions, when the strategic-thinking individuals | eft, strategic poli cymaking became
lesscommon.

One analysis of Dortmundin the 1980s concluded that the cnsensus that emerged
after the Hoesch crisis represented an unwsual break in the hegemony of the dassc net-
work; oncethe Techndogy Center was establi shed, the old hegemonic partners withdrew
into their traditional roles (Gerzeswski and Thull 1998 169). The analysis here suggests
that the metaphar of retrea shoud be used in adifferent way. The redl retreat acualy
took dacein 1981 as the traditi onali st network badked away from its control of eco-
nomic development to allow progressve leaders to set the goals for afew years. These
goalswere even adively suppated by the core leadership. They did na have wntrol
over the dynamics of innovationin the 1980, bu by the end d the 19805, many of the
innovetors had |eft the dty, and key areas of adivity had been routinized. In Dortmund,
the network shrunkto its pre-1980size. Of all the adors identified asimportant in table
4.2, ony five ae still adivein Dortmund. This pattern was unique to Dortmund.

Reiniti ating strategic action in econamic development in the future will be more dif-
ficult than it was twenty yeasago. At the outset of the 198Gs, the dty's main problem
was relatively clea. Now, howvever, the locd econamy is more complex. The dty also
lost its main private businesspartner, Hoesch. Locd businessis now much more varied,
making it more difficult for the businesschambers to mohili ze aunitary businesscon-

stituency for any particular projed. Finaly, the SFD constituency has also shrunk and
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beamme more diversified, making it riskier for party leadersto take dear positionson
econamic development palicies.

Because new activitiesin new, entrepreneurial fields of econamic development were
never given an autonamous organizational base, and because strategic-thinking adors did
naot take the reigns of the core institutions of governance, the impressve dfortsto crede

the Techndogy Center were nat foll owed by similarly strategic adionsin the 199Gs.

Providence

The dedine of the Providence eonamy had reached crisis propations by 1973.
Shortly thereafter, private sedor actors working from a reorganized Chamber of Com-
merce began to work more actively on econamic development issues and began to coop-
erate with the administration d anewly eleded mayor. By thelate 197G, bah pubic
officials and businessleaders had aready begun to turn aroundthe decay that was threat-
ening the downtown areg using mostly private capital. The network then took a quantum
legpinrisk and effort in 1978 ,when the opportunity came to move undergroundacrail
line running through dovntown. Thiswasthefirst step in along and retionally remg-
nized processof redevelopment that revitali zed the downtown. Providence earned its
status as a strategic dty in these innovative years between 1974and the mid-198Gs.

Although Providenceés eff orts to stall dedinein the 1970 were quite remarkable and
innowetive for locd adors, its resporse turns out not to have been particularly difficult or
strategic when one lengthens the study to include the 199Gs. The dty's downtown suc-
cesses were not augmented by effortsin ather development pdlicy areas. Indedd, the very
successof the downtown development elite has gall ed aternative dforts, blocking stra-

tegic adion later on. This pattern mirrors the experience of Dortmund.
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Economic Development Policy in Providence after Decline

The breaking paint of dedine in Providence has been related to ore particular event
in the lore of Providence emnamic development (Castellucci 1989. Severa interview-
ees for this dudy confirmed the opinion d Kenneth Orenstein, the former exeautive di-
redor of the most important downtown businessgroupin the dty, that the dedsion d the
Allendale Insurance mmpany in 1973to move to the suburbs shocked dowvntown busi-
nesses into adion (Motte and Weil 200Q 10). Althowh induwstrial firms had been leaving
Providencefor decades, the fad that the dty was also losing major white-collar employ-
erswas a shock for the downtown elite.

Providence's activity after 1973is aimmarized in table 4.4. The dty's efforts are
divided into two periods, before and after 1990. This periodization was suggested by one
interviewee who argued that from the late 1970s through abou 1990,econamic devel-

opment eff orts were expanding and innovetive; thereafter, the network remained

Table 4.4: Providence Economic Development Effort

Existing in 1970s & 1980s

New in 1990s

Areas of Hard infrastructure —land devel- | Hard infrastructure —land devel op-
successful opment ment
activity
Successful Capital Center District Projects | Convention Center

i Rail Relocation (1978-87)
Proj eCt51 River Relocation (1989-94)

ProvidencePlaceMall (1986-99)
Targeting No explicit targets No explicit targets
I mportant Providence Fourdation No new important organizations
or ganization52 Chamber of Commerce
Coordination High coordination among asmall | Sustained high coordinationin land
number of actors devel opment

Difficulty level | Moderately Hard (2) Moderately Hard (2)

1Noted by at least two interviewees as siccessful
2 Noted as important by at least 50% of interviewees
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quite adive but its adiviti es remained fixed onthe aeaof downtown development and

becaneroutine. Thisassessnent is suppated by the history of the dty's eff orts.

Main Activiti es and Projeds

Traditionally, Providence pditi cs was nat dominated by econamic devel opment.
Local pdliti cians either were laissez faire or used econamic development palicy only asa
way to satisfy the patronage demands of their clientsin the neighborhoods (Motte and
Well 200Q 10). After the aisisyear of 1973, havever, downtown businesss and the
newly eleaded Mayor Cianci worked together to make halting urban decay atop pdicy
priority.

The eonamic and demographic changes affecting Providencewith increasing sever-
ity after World War 11 had prompted resporses from city leaders before 1973, b these
resporses did na involve pubic-private coperation. Milestones include the establi sh-
ment of the Providence Redevelopment Agency in 1948 the drawing up o a downtown
revitali zation report in 1960and a master development plan in 1964 the establi shment of
the Department of Planning and Urban Development in 1967 ,and the aedaion d the
Civic Center Authority in 1969. These measures were not espedally effective or cata-
lyzing. They foll owed standard pdicy trends, and they made littl eimpaa in Providence
because the officia redevelopment effort stalled in the late 1960s and early 1970s. The
relatively low impaa of urban panning effortsin the 196G was adually quite fortunate
for Providence, for the dty was thus gared the gray trail of 1960s-style redevel opment
projeds that are now regarded as eyesoresin ather American and European cities. Then,

from this somewhat fortuitous dart in the early 197Gs, a private redevelopment effort
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began to pick upmomentum. In 1973 the dty's most important downtown businesses
organized their own econamic development eff ort.

Acoording to interviewees, econamic development efforts after 1974can be broken
into aperiod d new ideas and new projects and aperiod d routinization. The beginnings
of innowetion lasted from 1974 unil abou 1978,when moderate and experimental eff orts
were made by locd businesspeople using private capital only. Private sedor leadership,
centered in the newly creaed Providence Foundation, completed three small renovation
projedsin quck successon: the Lowes Theater, the Arcade (touted as "Americds oldest
shoppang mal"), and the historic Biltmore Hotel.

Providence made amajor legp ininnowationin 1978. Thereafter, development proj-
edsincreased sharply in cost and puldi c-sector participation becane more prominent.
This bregthrough occurred with the initiation d the first of along series of downtown
property development projeds near the Capital Center District that are & the center of the
academic and popuear literature. They also seem to be asolutely central in the minds of
the most important locd adors as well, for those individuals interviewed for this gudy
mentioned oy Capital Center District projeds as having general importance.

The Capital Center projeds were made possble by the relocation d rail road tradks
that once separated the capitol building complex from the rest of downtown and Hocked
downtown land development. Although it had been along-standing problem, the solution
of moving the tracks was finally made passble when the Federal Railroad Administration
(FRA) approved the dlocation d $15millionfor the renovetion d the track line. The
same group d businessleaders who had begun to target downtown redevel opment
leaned of this plan and wrote arequest to federal authorities to use this money to move

the tradks underground. It did na take long for pulic-sector actorsto rally behind the
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ideg and orce the tracks were moved, new red estate was creaed which was then used
for the Capital Center District projeds. The most important projeds foll owing the tradk
relocation included the move of the bed of theriver that flows through dowvntown, a new
mall, and a cnvention center. All of these projects made way for smaller property de-
velopments, such as new officebuil dings and anew Amtrak station.

Few innowetive or "entrepreneurial” econamic development palicies are to be found
beyondthe Capital Center District. Providence uses gandard tods sich as enterprise
zones, tax abatements, and induwstrial parks. However, nore of these adiviti es was men-
tioned as important by more than oreinterviewee. Rather, adors view these todls as
moderate gplications of state-wide programs nat requiring much suppat at the local
level. Moreover, the dty'sindustrial parks have been criticized by outsidersaslow in

impad; and the tax abatement system has been abused for patronage (Goldberg 2000.

Targeting
Before 1974,the dty's econamic development network was centered aroundthe

Providence Preservation Society (founded 1956 and the Rhode Island Historical Preser-
vation Commisson (1968. The dforts of this circle were focused onsaving dd hames,
and their efforts contributed to the development of a grasgoats planning community in
the dty. The dforts of this planning community came to fruitionin the Interface Provi-
dencereport, puldished in 1974. Thisreport stimulated a grea ded of discussonin the
city abou downtown development (Motte and Weil 200Q 11). Its pubicaion may be
one reason why econamic development was dominated by the discourse éou urban de-

cline and dovntown redevelopment.
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The downtown renewal that began in the 197Gs followed noformal plan. Interface
Providence indeed served mostly as a spur to dscusgon. It was never implemented and
did na cdl for the track move, which turned ou to be the most significant and succes<ul
single development projed that actually occurred in the dty (Motte and Weil 200Q 11).
The dty creaed a new comprehensive plan in 1994 cdled Providence 2000, as required
by state law. It is charaderistic of the dty that this plan was dominated by urban devel-
opment projeds (Dykas 19%).

Oneinterviewee d¢aimed that nore of the dty's plans were significant, being too long
term and too kroad in scope for pradical purposes. In contrast, the projeds associated
with the Capital Center stimulated a burst of activity exadly because the areawas snall,
its devel opment was incrementali zed into small projeds, and most of the projedsin-
volved undeveloped land "created” by the track and river moves.

Sedoral targeting was briefly pradiced in an effort to help jewelry manufadurers,
but thisideg too, emerged ou of the aulture of downtown development planning and
thus focused more onthe goal of fixing up historicd induwstrial districts, rather than onthe
red needs of modern jewelry manufacturing. As aresult, some manufacturers were lured
badk into renovated historicd factories which were toolarge and expensive for them.

The state of Rhode Island hes been able to conduct econamic devel opment strate-
gizing where the dty of Providence has not. The governor was ableto pusue his padlicy
agenda through the state's own Department of Econamic Development (recently privat-
ized as the Rhode Island Econamic Development Corporation) or through tax padlicy.

The arrent governor has placed a naticeably greder priority on econamic devel opment,
explicitly targeting computer, biotech, and marine techndogy firms. However, state tar-

geting eff orts have nolocd comporentsin the dty of Providence.
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The most serious recent targeting attempt is being undertaken by an organization
cdled the Providence Plan. A central targeting priority of the Providence Plan has been
the medicd industry. Thistargeting idea eboes smilar concepts worked ou by the
United Way and by the independent consultant, Ira Magaziner, who had tried to influence
eoonamic development planning in the state in the 198%. However, the targeting adivi-

ties of the Providence Plan have been isolated.

Organizational Complexity

A number of organizations were identified as currently important to econamic devel-
opment, but only two arganizations were cnsidered to be important by a majority: the
chamber of commerce andits affili ated dovntown businessgroup,the Providence Foun-
dation. Other organizationsidentified asimportant by at least two individuals included
the Providence City Courcil and the Providence Department of Planning and Devel op-
ment. Also reaognized was the Capital Center Commisson, a parapulic organization
established in 1983to run the most important downtown development efforts. All of
these organizations have dose linksto dowvntown interests.

Interviewees concur that the most significant institutional innovationin Providence
was the establi shment of the Providence Foundationin 1974. One year ealier, dovn-
town businesslealers had approached Mayor Doorley abou halting downtown decay.
These taks:

resulted in the establi shment of the Providence Foundation, anonpofit . . .

affili ate of the Chamber of Commercewith administrative suppat from the

city. The Foundition's goal would be to ‘create, plan and facilit ate feasible

downtown development projeds which can then be implemented by others
(Motte and Well 200Q 10)
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The Providence Foundhtion soon kecame the voicefor the downtown businesselite and a
permanent organizational link between the pullic and private sectors. Prominent early
members included dovntown banks and aher major downtown property owners. Given
this membership, its misson was clea from the start and hes not changed: preserve the
value of downtown properties by renovating historica buil dings and by improving the
general cultural, business and social environment downtown. The Providence Founcda-
tionis gill the most important ecnamic development organizationin the daty.

The dty's planning and development adiviti es are combined within the Department
of Planning and Development, which had between 80and 100employees through the
198G, but fewer and fewer ever sincedue to creeping budget cuts (Mingis 1997). The
department's |leaders have enjoyed the resped of local businesses, and the department is
the doa to the dty for businessgroups and the main puli c-sector partner for the Provi-
dence Foundition. The key role of the department also means that its diredor often finds
himself trying to smoath relations between the sometimes temperamental Mayor Cianci
and private businesses. However, duing JohnPalmieri's tenure a director, which began
in 1992 cooperation ketween the dty and the private sedor was therule.

The Department of Planning and Development is another new ingtitution that plays a
key role in econamic development. It consolidates planning and development functions
so that econamic development generally tends to be dominated by downtown planning.
This has eaned the department some aiticism. In the ealy 198Gs, when city services
fell into dsarray andthe dty nearly went bankrupt, Gary Sas< of the Rhode Island Pub-
lic Expenditure Courcil (RIPEC), akind d private-sector watchdog organization, hed
been asked to make recommendations for athoroughreform of the city administration.

His report included criticism of the dty's ecnamic development effort for not being es-



pedally businessfriendy. Although the dty is goodat self-promotion, say critics, it
does nat engage in econamic development in a broader sense. Econamic development is
focused on davntown projeds. According to critics, this mirrors along-standing lad of
a dear consensus abou the goals and dredion o econamic development. In some
ways, the Department of Planning and Development exemplifies these weaknesses and
thus was targeted for reforms by Sass in 1984. RIPEC's Creating the Future report,
relessed in that year, recommended that a single-purpose econamic devel opment agency
be aeated in Providence, an ideathat resurfaced in 1994(Mingis 1994). The depart-
ment's director, JohnPalmieri, has argued that the costs of setting up a separate depart-
ment for econamic development would be too high (Mingis 1997). However, critics note
in interviews that making the eonamic devel opment function independent of downtown
planning is nat in the interest of the Cianci administration. A separate department for
eoonamic development would be in amore legitimate position to criti cize the Mayor's
monopdi zation d development funds. As an example, the mayor had the downtown
designated a separate neighbahoodéeligible for CDGB funds, half of which he reserved
for "mayor's priorities," which then were nat avail able for development ideas.

The only successful organizational innowetion after the foundng of the Providence
Foundation was the 1983creation d the Capital Center Commisson by the state of
Rhode Island and the dty of Providence It isasinge-purpase, pulic-private partner-
ship used to manage the Capital Center District process Its members are gopanted
jointly by the state, the dty, and the Providence Foundition. It became an important
planning body onits own because of the long-term scope and large scale of the Capital

Center projeds.
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Coordination

Due to the highly stable organizational structure of the economic development net-
work and itsinstitutional bases, the coordination of all of the economic development ef-
fortsin the city became routine during the course of the 1980s. Coordination is aided by
the fact that it is conducted by a small group of individuals who are well known to one
another. Once projects got going, a high frequency of communication among the public
and private sectors and among levels of government was guaranteed. Examplesinclude
the track move, the river move, and the current plans to move Interstate 95.

In Providence, economic devel opment means downtown development, in a quiet
consensus that is actually much stronger than the trumpeted "Dortmund consensus.” This
strong consensus means that other actors and other ideas are easily excluded from the
coordination process; indeed, the exclusivity of the network is one condition for the high
degree of coordination that takes place within it.

The Providence Plan was the only significant organizational innovation in the city in
the 1990s, and it represented a chance for the city to expand the scope of economic de-
velopment. It experienced some successes, but it is not considered an influential organi-
zation by interviewees and has not contributed to strategic policymaking overall.

The story of the Providence Plan organization and its subsequent relations with the
development elite show the limits of coordination in the city. The Plan was created in
1992 in an initiative involving Brown University, Governor Sundlun, and Mayor Cianci.
It was given severa broad goals centering on jobs, training, and housing. The first ex-
ecutive director of the Providence Plan was Michael Rich, who had previously been on
the Brown University faculty. Hisfirst task was to drum up support for a new approach

among the businesses organized in the chamber and the Providence Plan, and among
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neighbarhoodcommunities. Rich wanted to effed a departure from the downtown focus,
but pubic end private sedors had never cooperated over any other kinds of econamic
development efforts before. The Providence Plan founditself in a somewhat isolated
pasition vis-a-vis the Providence Fourdation and the mayor. Their isolation was rocted
in the long-standing rivalry between the interests of big downtown businesses and those
of the dty'sresidential neighbarhoods. The Providence Plan has been more eplicit in its
opennessto neighbarhoodinterests, even as Cianci always drongly identified hmself
with the highly succesgul downtown renovation effort. Thus, if the Providence Plan
were to generate successes smilar to those of the Providence Foundition, it could de-
velop into a symbalic patron of neighbarhoodinterests in the emnamic development
system. Cianci may perceive the Providence Plan as a competitor, and the Providence
Plan is certainly athreat to the way Cianci has balanced neighbahoodand davntown
interests o far. Asaresult, the Providence Plan finds itself in competition with the dty

administration for the suppat of community groups and for federal funds.

The Local Actor Network and its Changes

Using the reputational ranking method, data provided by nine interviewees were used
to compil e the ranking presented in table 4.5. In Providence, Buddy Cianci was most
commonly mentioned as an important acor. He accumulated 10% of the total votes cast.
Because of his grong showing, only two actors made it into the eghtieth percentil e.
Eight individuals were in the fiftieth percentile, and 16in the twentieth.

Table 4.6 shows the structure of the important acdors who fell abowve the twentieth
percentile autoff. Interestingly, the most influential |eaders had entered the network be-

fore 1980. Mayor Cianci stands out among this group, keing avirtual power base unto
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Table 4.5: Reputational Ranking of Actorsin Providence Economic Development

Cumulative

Name Position Vote Share Percentage

Cianci Mayor, 19751985, 1988 10.00%0 10.00%0 1
Paolino Mayor, 19851988 7.88% 17.9% 2
Marsdlla | Providence Foundktion 6.5% 24.%% 3
Sundun Chamber of Commerce, Gov. 6.5%% 31.1% 4
Baudoun |Providence Foundktion 5.93% 37.0% 5
Chafee U.S. Senator 5.48% 42.5% 6
Metcdfe | Publisher, Providence Journal 4.78% 47.2% 7
Deller Dept. of Planning and Dev. 4.63% 51.8% 8
Palmieri Dept. of Planning and Dev. 4.63% 56.%6 9
Pell U.S. Senator 3.8 60.32%0 10
Warner Archited 3.6206 64.0% 11
Sase RI Public Expenditure Courcil 3.526 67.5% 12
Garrahy Governor 3.4%% 70.9% 13
Vaois State Econamic Dev. Corp. 3.33% 74.3% 14
Gregorian | Brown University 2.78% 77.0% 15
Magaziner |Private Consultant 2.78% 79.80 16

Twentieth Per centile Cutoff
Total Number of Actors Mentioned at L east Once 33

himsalf. Cianci was voted into officein 1974 at the same time that the businesscommu-

nity was organizing its pubdic-private partnership. His opporent, incumbent Mayor

Doorley, had minimized his administration's suppat for econamic devel opment.

Development thus emerged as an isaue the entrepreneur Cianci could exploit. The dty's

paliti cd agenda was fixed on davntown development after 1974, akspite Cianci's forced

absence between 1984and 1990. Indeed, Joseph Paolino's term as mayor during these

yeaswas a @ntinuation d the agenda—his father is a prominent real estate developer.

Bruce Sundun, a Providence native, is afigure dmost as colorful as Cianci. Sund-

lun managed the dty's most important locd broadcast media firm for several years after

1976. In 1978 he played akey role in therail track move @ president of the chamber of
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commerce, and then he was able to asgst the Providence downtown development net-

work as Governor of Rhode IsSland from 1991to 1995. Senator Claiborne Pell wasim-

Table 4.6: Important Actorsin Providence Economic Development

City Elected Officials
Cianci, Mayor 19751984(R), 1988present (1)
Paolino, Mayor 19851988(D)

Bureaucracy
Palmieri, Planning and Development Dept., 1985present, exeadtive diredor since 1992
Deller, Assistant Director, Planning and Development Dept. 19921999

Higher Levels of Government

Garrahy, Governor 1977 1985(D)

Sundun, Governor 1991-1995(D)

Chafee, U.S. Senator 1976present (R)

Pell, U.S. Senator 1961:-1996(R)

Vdois, Exec. Director, Rhode Island Econamic Dev. Corporation, 1995-1999

Business

Marsella- Director, Providence Foundition
Baudoun - Diredor, Providence Fourdation
Metcdfe - Publisher, Providence Journal
Sundun- President, Chamber of Commerce,

Others

Magaziner — consultant

Sase - R.I. Public Expenditure Council
Warner —architect

Gregorian —President of Brown University

portant for securing funds for the raill move. Governor Joe Garrahy was smilarly instru-
mental in the tradk move, and was also important in the 1980 when he was able to help
mobhili ze state funds for Capital Center projeds. Ron Marsell a, the first exeautive direc-
tor of the Providence Foundition, initi ated the track relocation effort in 1978. He later
started his own estate cmmpany to develop the Capital Center projects he had helped to
make possble & exeautive director of the Providence Foundition, and in this cagpadty

continues to be an active member of the network.
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Individuals entering the network in the 1980s include John Palmieri and Tom Deller.
John Palmieri has worked in the Providence Department of Planning and Development
since 1985 and became its executive director in 1992. The interview data strongly sug-
gest that Palmieri has become the most important point of contact between the business
community and the Cianci administration, for none of his predecessors inside the city
bureaucracy were mentioned as important in the economic development effort. In the
Department of Planning and Devel opment, Thomas Deller was deputy director for plan-
ning until recently. It ischaracteristic of priority setting in economic development in
Providence that Déller, as head of planning in the Department of Planning and Devel op-
ment, was identified as important several times, while the deputy director for economic
devel opment within the same department was mentioned only once.

Severa higher-level governmental actors also became important members in the
early 1980s. Theseinclude U.S. Senator John Chafee and Bruce Sundlun when he be-
came Governor. Their entry is connected with the increasing significance of public-
sector funds for local development projects in Providence. Other actors had sporadic
influence. Michael Metcalfe, publisher of the Providence Journal, made a continuing
impact in the 1980s by publicizing the city planning discourse. IraMagaziner is given
credit for spurring a discourse in the mid-1980s over economic development issues state-
wide. Bill Warner, alocal architect, suggested the river move that was begun in 1989.
Vartam Gregorian helped get Brown University involved in local economic devel opment
in the early 1990s, and Marcel Valois oversaw an increased state economic devel opment
effort under recently elected Governor Almond. The remaining two actorsin thelist are
Gary Sasse and Dan Baudouin. Baudouin isaformer banker and the current executive

director of the Providence Foundation. Gary Sasse directs the R.I. Public Expenditure
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Courxil (RIPEC), abusinessspornsored watchdog of puli c-sector spending. Sasse and
RIPEC have been invalved in Providence government from time to time, for example
through the drafting of a dty bureaucracy reorganization dan in 1984.

Astable 4.6 makes clea, there is a noteworthy absencein Providence's development
network of individual businessexeautives, refleding in part the leadership role played by
the Providence Foundition. Prominent businessleaders commonly serve & chairs of the
Providence AreaChamber of Commerce, for example Thomas Skala, senior exeautive
vicepresident of Fleet National Bank. Noteworthy also isthe ésencein econamic de-
velopment projeds of businesses that do nd own downtown land assts. Among the
more adive businessesin the past were the dty's three largest banks, who also happened
to be anong the more important downtown landowners: Fleg National, Old Stone, and
Hospital Trust. All threebanks had invested in dffice buil dings downtown
(www.providenceri.com/history/). Fled has played a spedal role, being an important
ealy partner of the Providence Foundation, among other efforts (Davis 1992).

Some dhanges occurred in the membership structure of the Providence Foundation
that are not refleded in the list of important adors shown above. One such change was
the gradual disappeaanceof locdly based bankers and businesgnen. Inthe mid-197Gs,
individuals like JohnHenderson and Bill Mill er of the Textron corporation, a the top
management of Flee National could amost single-handedly mohili ze the financing nec-
essry for asmall projed like the Biltmore renovation. Y et these kinds of firms moved
away inthe 198G and 199@. The fading away of the establi shed businesselite hasrein-

forced the dominance of pulic-sector adorsin the locd development network.
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Importance of State and National Governments

The importance of state and federal funds and adors canna be overemphasized in
the cae of Providence because all of the econamic development projeds that happened
in dovntown Providence after 1978were financed in major part by state and federal gov-
ernments. One interviewee cdculated the puldic investment in Providence & an enor-
mous $1.75 hilli on. Of thisamourt, the dty has contributed orly avery small part.

Interviewees offered several explanations for the heavy investment of the state and
federal governmentsin dowvntown Providence. First, intergovernmental relations were
personali zed; friendships increased trust and cooperation aaossgovernmental levels. For
example, Governor Bruce Sundun hed been in the same Boy Scout troopas U.S. Senator
JohnChafee A semndfactor isthe small size of the state. AsProvidenceis the capital
of the state and a dose neighbor to most other Rhode Island aress, its appearance and
welfare have ahigh priority in state pdlitics. Finally, bah dof the state's U.S. House dis-
tricts cover areasin o near greater Providence so getting the suppat of the entire dele-
gation for downtown devel opment was easy.

The way in which intergovernmental relations became strengthened by cooperation
in the tradk relocationis highly instructive. In 1978 Ron Marsell a, Exeautive Diredor of
the Providence Founcdition, dscovered that $15million hed been all ocated in the Federal
Railway Administration's budget for the renovation d rail bridgesin Providence He
went to Bruce Sundun, then president of the dhamber of commerce, to report that the
tradks patentially could be put undergroundfor the same anourt of money. Thiswasa
longtime dream of locd planners, but it had never been considered feasible. Sundun
requested $5,000from the chamber to commisson an engineering firm to make acost

estimate. A few weeks later, the engineeaing firm turned over a study showing that $15
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millionwould be sufficient to make the move. Sundun and Marsellathen immediately
went to U.S. Senator Claiborne Pell, who heppened to be in his Providence office on that
day. Many of Pell'sideas and interests were reflected in the ideato move the tradks, and
heimmediately gave his suppat. All threedrove together down the stred to the Rhode
Island capitol buil ding to seeRhode Island Governor Garrahy, who also approved.
Providence Mayor Buddy Cianci was next in line, and hs officewas also ashort drive
away. When shown the plan, Cianci reportedly proclaimed: "Hey, if the federal govern-
ment's going to pay for it, let'sdoit" (Motte and Weil 200Q 13). The Federal Railway
Administration and the U.S. Department of Transportation dd indeead pay for the track
move, as well as anumber of other downtown improvements. In an interview, aformer
Providence Foundition dficia noted that locd planners foundan unexpeded bu impor-
tant ally in a Department of Transportation dficia (also with an officein dovntown
Providence) who helped find waysto use DOT money for unusual and expensive ameni-
ties such as landscaped walkways and pedestrian kridges. After this siccess which was
several years in the making, working relationships in econamic development adivities
between public and private adors on the one hand, and among adors on dfferent levels
of government on the other, became routine.

Two state organizations were mentioned by interviewees as important: the Genera
Asembly and the Rhocde Island Department of Econamic Development (now the Rhode
Island Econamic Development Corporation). Governors Garrahy and Sundun were rec-
ognized individually. Garrahy was instrumental in the track relocaion. When Bruce
Sundun kecane governor in 1991 the locd network had one of its own running the state
government. He was helpful in persuading the General Assembly to passbondissues for

Capital Center development projects, some of which were quite cntroversial.
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Rhode Island governors were handicapped by two-yea terms until 1994. This cer-
tainly prevented the development of long-term thinking and expertise in econamic devel-
opment within the state bureaucracy. This has changed under governor Almond,who
was the first governor to be deded to afour-yea term and who quckly produced a com-
prehensive, targeted econamic development program.

The private sector had its own contads with the state government and wsed them to
coordinate private seaor and publi c-sector investment in dowvntown development. Busi-
nesses often cooperated better with the state government than did the dty due to the con-

troversial governing style of Mayor Cianci.

Dynamics of Coalitional Decisionmaking

The dty government of Providencedid na have an espedally active eonamic de-
velopment network before the 197%. As dedine threaened davntown properties, how-
ever, those members of the private sector who stoodto lose most from dedining down-
town property values melded together under the mnsensus that something had to be dore
to stop uwban decy. The natura starting point for these businessadors was the chamber
of commerce, bu €lites creaed a new and €lite organization within the chamber, the
Providence Foundition, explicitly for the purpose of organizing a businessresporse to
dedine and for cooperating with the dty on davntown development issues.

The newly elected Mayor Cianci perceved the benefits in cooperating with the pri-
vate sedor, and the Providence Foundation's clear focus on davntown properties pro-
vided agood tase for cooperation. The new network began to work onsmall downtown
renovation projects. These projeds wererelatively easy compared to what the network

would later accomplish, bu as one cantral ador recalled of thistime, "we were lucky to
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have a group of individual business people who worked well together, who were of like
mind," referring particularly to the executives of the four large banks, G. William Miller
of Textron, and Michagl Metcalfe of the Providence Journal-Bulletin. The financing
required by the small renovation projects could be covered by this group alone.

Why was the original Providence Foundation group oriented around historical pres-
ervation? One interviewee speculated that they were influenced by the planning culture
that had been established through the work of the Providence Preservation Society and
the Rhode Island Historical Preservation Commission.

Oncethefirst small projects sponsored by the Providence Foundation were com-
pleted and successful, actors report that they found it easier to organize people behind
later projects. For thisreason, individuals responsible for the Capital Center District
projects characterize the mid-1970s as a period of consensus building, when public and
private actors learned that they could work together. During this time, federal programs
of the Great Society erawere fading, but no city programs emerged to replace them. The
small renovation projects are remembered by interviewees as confidence builders, show-
ing the downtown business community that they could work together and in cooperation
with city officials to improve the downtown.

After the completion of several small projects, a public-private network in economic
devel opment emerged that was quite confident and in which aspirations wererising. This
network was well poised to take advantage of hew opportunities, and a major opportunity
presented itself with the rail move. The track move represented a quantum leap in terms
of the risk and complexity of the financing involved, but it, too, was a success.

Looking back over nearly three decades of economic development in Providence,

one notes that almost all of the significant economic development projects in Providence
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were related to the tradk relocationin an ad hac chain of events. More than one inter-
vieweediredly suggested that "one thing led to anather” in a series of resporsesto op-
portunities or particular downtown planning problems. Once the tracks were moved un-
derground,abou 60 aaes of red estate were opened upfor development. Thisled to
ideas abou what to buld onthe property, andin this context a cnwvention center and a
new mall were built. Dueto atraffic congestion problem nearby, the location d the bed
of theriver that flows through dovntown was atered; this, in turn, creaed the opportu-
nity to buld anew waterfront. Econamic development officials in Providence were dert
to these oppatuniti es and made best use of them, but their effortsin the 198G and 1996
were lessdireded by the mnsideration d market needs and opportuniti es than they were
resporses to oppatuniti es presented by earlier pulic projects. Oneinterviewee sumsit
up kest: "We had no owral plan. We pursued projeds onan ad hac basis as opportuni-
ties presented themselves, but every damn ore of them worked." The successof Provi-
denceredevelopment lay inits creaion d anetwork of individuals able and willi ng to
seize on oppatuniti es as they presented themselves.

Early successes increased optimism abou pulic-private moperation, and increessed
the willi ngnessof the adors to take financial risks. Successes fed back to the few estab-
lished organizations, including most importantly the Providence Foundation and Mayor
Cianci's administration. Asthese organizations saw their projects to succesful comple-
tion, they were encouraged to domore.

Asaresult of its siccesses, the locd econamic devel opment network in Providence
isquite goodat what it does, but what it does well islimited to the one aeaof downtown
development. Although the reforms in the network made strategic adion passblein re-

adionto dedinein 1974 the network is nat now charaderized by strategic action. No
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other groups exist that experienced successes comparable to the downtown clique. This
represents a danger for strategic policymaking, for the development €elite has not taken a
serious look beyondthe projects of downtown to consider other areas of econamic devel-
opment in the dty. IraMagaziner's consultancy group,the United Way, and the Provi-
dence Plan were, or are, organizations that have looked for such opportunities, bu the

grand successes of the Providence Foundation have overshadowed their idess.

Providence: Conclusion

Providence's resporse to dedine was the earliest of the four cities under study, com-
ingin 1974. From that year forward, the dty began slowly to reconstruct its entire
downtown area, turning ablighted indwstrial center into anew hubfor tourism, office
complexes, educaional institutions, and shoppng. This grategic response was made in
evauation d problems, oppatunities, and resources present in the 197Gs.

The significant increase of development activity that occurred in the 1970 and early
1980s was clearly linked to two ealy changesin the network structure: the aeaion d the
Providence Foundition and the establi shment of aworking, informal public-private part-
nership between it and the new Cianci machine. Based onthis, alocd governance net-
work developed before the transformation d the dty's econamic devel opment padlicy.
The network becane more anbiti ous and more puli c-sedor dominated due to the large
amounts of aid being transferred from state and retional governments.

Higher-level governmental officials and the resources they were ale to bring have
played a prominent, if not central, role in Providence since the 1980s. Bipartisan coop-
eration was the norm in thiseffort. An array of governors, U.S. representatives, and U.S.

senators all were involved at one time or ancther in seauring funds for downtown rede-
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velopment in Providence, irrespedive of party affili ation. Together, they seaured asig-
nificant amount of fundng for Providence, without which the aty's charaderistic suc-
cesseeswould na have been passble. The dynamics of dedsionmaking in Providence
were charaderized by swift and increasing success which was aided by avery narrow
focus on dovntown development. As aresult, the decaying downtown was transformed
to a glowing example of an American "renaissance'’ (Larrabee 1996. NBC even creaed
a"fed-gooddrama’ based in Providence and ramed after the dty (Barry 200Q 25). Yet
the blooming downtown cityscgpe cvers over an important weaknessin the dty's eco-
nomic development system: the system's narrow focus and the very successes experi-
enced by development elitesin the past made it harder to adopt palicies grategically later
on. Successin Providencewas clear and it came exrly, but it remained limited as actors
concentrated eff orts and resources on davntown development, the areain which they had
experienced such successealier. Inthisway, successesin dovntown development make
it difficult for other, untested ideas in econamic development to receve broad suppart,

and the number of current viable pdlicy aternativesislow.

Findings: Strategic Citiesin the 1980s
Uponcloser examination, it was foundthat the responses of neither Dortmund na
Providencewere very hard in the 198Gs, and bdh responses were only moderately hard
inthe 199Gs. Despite these limitations, Dortmund and Providence's reputation as citi es
that dedt successfully with econamic dedineis deserved. Both citi es distinguished
themselves by avery quick resporse to dedine based onlocd nedls, oppatunities, and
resources. Ead city set clear goals early onin their processof respondng to econamic

dedine and achieved lasting successin ore aeaof palicy that was new to them.
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The comparison shows that all hypothesized factors were at work in similar waysin
both strategic cities. Thisjustifies atentative argument that these factors are generally
important for helping cities react strategically to decline. However, a puzzle emerges
upon examining Dortmund and Providence in the 1990s, for they did not continue mak-
ing policy choices strategically. Later projects and goals remained focused on ideas set
in the 1980s. Although some members of the local network in both cities attempted to
take stock and evaluate policy aternatives, the networks did not go on to adopt a strategic
policy agenda adapted to new conditions. Later actions were more reactive than strategic.

The explanation for this pattern is reserved for the fina chapter.

Responses

Both Dortmund and Providence had, or created, effective organizations for economic
development. Asthey began to plan and implement policies, the complexity of organ-
izational structuresin both citiesincreased. However, with the exception of the Technol-
ogy Center governing board, organizational innovation in Dortmund was an informal and
temporary rallying of latent resources of public and private sector actors, of all levels of
government, and their focus onto new areas of activity. In Providence, the reorganization
of the chamber of commerce through the creation of a new organization, the Providence
Foundation, was the first task that actors set for themselves.

The level of coordination among newly activated or created organizations in both
Dortmund and Providence was very high. In Dortmund, coordination could be orches-
trated informally among established groups, but while Dortmund actors were orchestrat-
ing, Providence actors were institutionalizing cooperation. A new political leadership in

the city quickly aligned itself with the new business organization to create a new govern-
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ance network to do economic development in new areas with a previously unknown de-

gree of consensus about goals and tools.

Urban Governance Coalitions and their Transformation

Both cities had a functioning public-private coalition in the sense expected by urban
regime theory. Indeed, these coalitions were quite similar in structure, as measured by
the number of actors, the institutional bases of the members, and the concentration of
influence within the network. Power was somewhat |ess concentrated in Dortmund. In
Dortmund, 21 individuals made it into the twentieth percentile, compared to 16 in Provi-
dence. Thus, influence was in the hands of a smaller number of actorsin Providence,
despite the fact that the time period of change in Providence was somewhat longer than in
Dortmund. However, given the variation in the years studied, the number of interview-
ees, and the cases themselves, there is an astounding degree of similarity in the distribu-
tion of influence in the networks. In both cities, only about three actors make it into the
eightieth percentile, and eight or nine actors reach the fiftieth percentile. In both net-
works, the mayor, a chamber of commerce official, and atop bureaucratic official con-
stitute the three most influential individuals in the network. Thisis the exact constella-
tion predicted by Elkin (1987) and other regime theorists, and is more remarkable upon
considering the large differences in the national institutional contexts of these two cities.

Coalitions in Dortmund and Providence were formed or transformed before the ini-
tiation of new, successful responses to economic decline. New policies were not imple-
mented by the same old actors working under the same conditions. In both cases, a con-

sensus was established among network members about new goals to be pursued in the
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resporse to econamic dedine. Also, bah cities' coaliti ons were transformed by the entry

of new actors with new institutional resources.

Higher-Level Governmental Aid

Both citi es enjoyed a simil arly privil eged relationship with higher levels of govern-
ment. Although in Paul Peterson's interpretation, Hgher-level government aid shoud
have had a negative impad on strategic adion, the experiences of Dortmundand Provi-
dence done suggest that itsimpad is positive. The paositive, or at least neutral, effea of
intergovernmental aid onthe strategic quality of local responsesin Dortmundand Provi-
dencemay stem from the fad that aid was sgnificantly increased oy after locd adors
began respondng to econamic decline. Nonetheless higher-level government officials
also worked as members of the governance @alitionsin bah cities, being in continuows
contaa with locdly based adors abou econamic development adivities. In Dortmund,
the dfed of intergovernmental relations sem to be most clearly positive. State officials
encouraged the local network in Dortmundto dsengage from the goal of preserving tra-
ditional industries from an ealy paoint in time onward. In Providence, state and retional
government adors were not closely invalved in the new network that emerged in the
197Gs, but when state and retional government officials became invalved, the massve
resources they brought increased permanently the aspirations and the risk tolerance of the

locd network. Thus, higher level governments srved in a suppating role to locd adors.

Dynamics of Coalition Decisionmaking
Dortmundand Providence had surprisingly similar experiences with the dynamics of

codliti onal dedsionmaking. Both cities had long histories of creeping industrial dedine
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that was rudely accelerated by a"shock." In bah cases, the aisis srved to galvanize the
opinions of ditesin two ways: first, many key adors quickly came to agreement that
something shoud be dore, and second, the aisisitself provided ideas abou what exadly
shoud bedore. In Dortmund,the ansensus centered aroundtaking care of laid-off sted
workers and finding replacement jobs in sunshine industries. In Providence, the crisis
that spurred action was clearly related to urban decay, suggesting that adion shoud be
direded toward dovntown redevel opment.

Severa other elements in the sequence of dedsionmaking were shared by Dortmund
and Providence Both cities responded to dedine by expanding econamic development
effortsin ore aea, andthese erliest eff orts were succesul. Indeed, their narrow palicy
focus and moderate goal s probably made successmore likely. Moreover, success s$arted
a snowballi ng process whereby early successes boasted the confidence and aspirations of
projed initiators, which in turn encouraged them to domore in that one particular areaof
success Further, successmade activities in the same aea much easier, for the foll owing
ressons. First, the original suppaters of new padlicies foundit easier to persuade more
members of the local network to join later eff ortsin the same aea Second,successalso
made it easier to persuade higher-level governmental officials to suppat similar, subse-
guent efforts. In effed, then, the successof relatively small, narrowly focused early proj-
edsreinforced the early consensus—which had been sparked by a crisis—that something
shoud be dorein that one particular area Most subsequent palicies considered to be
succesdul by local adors themselves were focused onthe same aea & the early success
Through all of these mechanisms, the impada of initial policy dedsionson later dedsion-

making was much greater than their adual econamic significance
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NONSTRATEGIC CITIESIN THE 1980S
The primary subject of this gudy is the strategic dties of Dortmundand Provi-
dence and their comparison shows that they shared all four charaderistics hypothesized
to have an impad on strategic policymaking. However, the presence of common factors
linking Dortmundand Augsburg is insufficient evidence that these fadors are necessary
condtions of strategic palicy choice. One caana know if these factors are nat also
commonin cities that did not respondstrategicaly, urlessone dso looks at dedsion-
making processesin norstrategic dties. To allow for such a control, this chapter presents
studies of one German and ore American city—Augsburg and Louisvill e—that experi-
enced econamic problems smilar to thase of Dortmundand Providence but did not re-

spondstrategicdly in the 198Gs.

Augsburg

Augsburg responded to locd econamic dedine with organizational reforms andin-
creased econamic development activity, bu its overall effort has been charaderized by a
low level of coordination, simple and traditional organizational structures, and broad tar-
geting orientations. The dty's eanamic development effort is evaluated at the "easy”
level both in the 198G and 199G.

There has been no pulli c-private governance @alitionin Augsburg in the sense de-
scribed by regime theorists. The organizations and adors of econamic development are
split into pubic and private camps centered aroundthe two venerable institutions of the

city council andthe IHK (Industrie- und Handel skammer, the chamber of commercerep-
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resenting the region’s largest businesses). Both groups have overseen successul projeds.
Y et, they are independent of one other. Eacd hasits own, independent channelsto higher
levels of government. Consequently, the emnamic development is more hierarchicd
than networked and the most important dedsions are made within traditi onal institutions,
rather than between them.

Given itsfradiondli zed structure, the locd actor network is not pradiced at setting
colledive goalsin econamic development. The IHK isthe dea leader in econamic de-
velopment. At the sametime, much of the innovationin locd econamic devel opment
was the resporsibili ty of state actors or was dependent on state fundng. This makes the
state of Bavaria gopear to be more important than justified by the anourt of aid it has
given to the dty, for the state has not made a much fundng avail able for Augsburg as
did North Rhine Westphaliafor Dortmund o as did Rhode Island for Providence

Augsburg began more intensive atempts to reform and reorganize its ecmnamic de-
velopment system in the 199Gs, after recesson orceagain seriously threaened the stabil-
ity of the local econamy. These dfortsinclude organizational innovetions and rew proj-
eds. The dty also engaged in explicit targeting for the first time. Again, havever, the
state government played the role of initiator and funder, and the atempted organizational

reforms have not met expedations.

Economic Development Policy in Augsburg after Decline

Thetiming of declinein Augsburg is more cmplicated than in Dortmund a Provi-
dence Nosignal crisis gands out in the memory of the individuals who wereinvalved in
econamic development during the 1970s. Newspaper coverage and dficia city reports

suggest that local leaders were optimistic ebou the emnamy in the 1980, despite severe



lossesintextile and aher manufacturing jobs through 1984(Amt fir Wirtschafts-
forderung der Stadt Augsburg, Various Years). Indeed, the locd econamy adually un-
derwent amild recovery in the mid-198Gs, but this came to an end after 1991,when the
eoonamic boam caused by German unficaion dsspated. In contrast to Dortmund,
which was nat any the worse for the post-unification recesson, Augsburg was hit quite
hard by the fall of the Iron Curtain, aslocd manufacturers began to ousource production
to eastern Europe. A new discusson d how to respondto econamic decline then fol -
lowed, and locd emnamic development adiviti es increased soonthereafter.

Table 5.1 summarizes the response of Augsburg adorsto decline, as explained in
detail below. The split before and after 1990is made to ease cmparison with the other
cases, but it isalso justified in Augsburg because the impad of recessonin the ealy

199G made the isaue of econamic development much more salient pdliti cdly.

Table5.1: Augsburg Economic Development Effort

Existing or new in 198G New in 199G
Areas of Acquisition Acquisition
successful Hard infrastructure Hard infrastructure
activity Entrepreneurship
Successful Convention Center Airport investment
projects’ Private venture caita fund Businessincubator (UTG)

Physics institute
Targeting No targets Environmenta protedion
techndogy
Important IHK No change
organizations’ | City Dept. of Econamic
Devel opment
Coordination No regular coordination among| Still no regular coordination
important organi zations

Difficulty level | Easy (1) Easy (1)
T Noted by at least two interviewees as sicoessful.
Noted as siccessul by at least 50% of interviewees.
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Main Activiti es and Projeds

In the 1970s, the dty's readion to econamic restructuring included asssting existing
textil e firms in the medhanization and modernization d their production processes and
fundng marketing efforts geared toward the acquisition d new, large manufacturing
plants. Econamic development palicy activity in the 198Gs also centered onthe atraction
of manufacturing faciliti es using routine and low-risk toals.

Thaose projeds and adiviti es that Augsburg actors themselves identify as important
include two private sector initiatives (a venture capital fund,airport expansion) and two
pubic-sedor initiatives (a mnvention center and aqquisition d the Institute for Electro-
magnetic Correlation and Magnetism). Finally, arecently opened businessincubator
serves as arare example of pulic-private aoperation. However, over 80% of its fund-
ing was footed by state and locd government.

Private sedor eff orts have focused onaid for entrepreneurs and the expansion d
transportation infrastructure. Entrepreneurship programs existed in the 198G but becane
more significant in the 199Gs. The venture capital fundwas identified by severa inter-
viewees as important, although one person reported that it was not very successul at its
outset in the 198%. The venture caital program ladked sufficient provision d suppat-
ing services for new businesses, bu this weaknesswas correded later. Airport expan-
sion, aso spurred by the IHK, was a central private sedor activity in the 199G and fig-
ured prominently in loca newspaper acmunts of econamic development eff orts during
those years, but it was dowed by the oppasition d adjacent residents.

Oneintervieweenoted that the dty's department of econamic development was on
"automatic pilot" from its inception through the mid-199Gs. Its eff orts were focused on

low risk, routine tasks of aayuisition and taking care of existing businesses. Its principal
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routine adivities from 1984to 1994were alvertising and marketing, serving as an om-
budsman between businesses and the dty bureaucracy, and asssting in the brokering of
property for firmslooking to expandin the dty (Amt flr Wirtschaftsforderung der Stadt
Augsburg, Various Y eas). However, advertising and marketing efforts did na go be-
yond hesic adivities such as the pulication d brochures and pasters. The department
could dolittl e in the aeaof property brokering except to make requests on behalf of
businessesto dficials within ancther city department who carried the actual responrsibil-
ity for red estate transadions (City of Augsburg, Various Years (A and B)).

Despite its modest cgpadty, the publlic-seaor econamic development network was
able to booksome important successes in the 1980, namely the acquisition o a Siemens
computer and eledronic manufacturing facili ty and the establi shment of MAN's aero-
gpacesubsidiary in the dty. The aquisition d these fadliti es, especially the Siemens
plant, was a central goal of the Department of Econamic Development's first diredor,
Hannes Buss Thus, city bureaucracy was able to pdnt to a successul effort, athough its
staffing and aher expenditures were low relative to ather cities.

A seondimportant puldic-sedor activity was the 1982 construction and 1988ex-
pansion d the mnvention center. The mnvention center was identified asimportant
more often than any other projed in the dty. Yet the convention center was arelatively
low-risk, low-complexity task funded mostly by the Bavarian government. The pulic
sedor has completed no dher magjor hard infrastructure programs. Actors are still delib-
erating over plans for the redevelopment of the bli ghted textil e quarter and the operation
of alocd trucking hubfadlity.

The dty's econamic development bureaucracy was involved in more risky effortsin

the 19805, including the bail out of SWA, alarge textile firm, in 1983and the d@tempt at
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creding a hightech businessincubator in 1988. However, for different reasons, bah of
these dfortsfailed. The recapitalization o the SWA was intended to bring the firm out
of along bankruptcy procedure that had begunin 1976. It invoved aDM 2.7 million
state "investment subsidy,” an exceptionally large loan guaranteefrom the dty, the pur-
chase by the dty of one of the firm's buildings for DM 10 milli on, and a grant from the
National Labor Bureau (BfA) for the rehiring of laid-off workers (Poth-Mogele 1986 89).
Criticd for the completion d thisintergovernmental effort were, at different times,
Augsburg Mayor Hans Breuer (SFD) and the state's minister for econamic isaues, Anton
Jaumann (Poth-M6gele 1986 82-83,88. Unfortunately, the newly capitalized SWA
could na withstand the continually sinking demand for domestic textil es and went bank-
rupt for asecondandfina time afew years later.

In 1988, jhans were made to convert the "GlassPalast,” an historical factory building
locaed in the daty'stextile district, into a businessincubator like those located in many
other German cities. This projed never advanced beyondthe planning stages, a problem
that has plagued ather aspeds of Augsburg'slong effort to redevel op the textil e district
andits general land-use plan, which was also isaued in 1988. A reaurring problem has
been the lack of consensus balancing the interests of residents with thaose of existing and
potential businessesin the district. Residents have resisted transportation and aher infra-
structure improvements that would attrad businesses but would increase noise pall ution
and reduce the anount of park acreageinthe aea. The dty's pdliti cd leadership has aso
been split despite the party ties binding them. Greens, meanwhil e, organized citi zen par-
ticipation in the planning process(Augsburger Allgemeine 19923, Augsburger Allge-
meine 19920). The result has been a very democratic but conflictual planning processthat

meds with the disapproval of businessleaders.
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Spurred by arecesgon that began in 1991and continuing low growth rates through-
out Germany, econamic development adivity in the dty increased. New emnamic de-
velopment eff orts have dso enjoyed more fundng from the state government. A large
number of new eff orts have focused onstrengthening the duster of research institutes and
businesses that impart to Augsburg an environmental protedion techndogy "profile."
Colledively, this continuing econamic development eff ort and the dready completed
projeds are known as the "Environmental Protedion Competency Center" of Augsburg
and Swab, abbreviated "KUMAS" in German. The KUMAS has no physicd center but
is, rather, abunde of separate projeds, most of which were funded partially or com-
pletely by the state of Bavaria. Milestonesfor KUMAS include the aquisition d the
Bavarian Institute for Refuse Research and a new physics buil ding at the University of
Augsburg (http://www.bayern.de/BayernOnline/ErsteBilanz). The state of Bavaria dso
relocated the Bavarian Environmental Protedion Agency to Augsburg in 1996,adedsion
that, acoording to some interviewees, was highly influenced by the good showing of the
SFD oppasitionin the pall s during that eledion year.

In 1997 as part of the KUMAS ideg Augsburg creaed its first businessincubator,
ten years after the fail ed GlassPalast projed. The incubator, known as the Umwelttech-
nologisches Grinderzentrum (UTG), gave asubstantial bocst to the dty's overal aid for
entrepreneurs. The UTG was a pulic-private eff ort, initi ated by the IHK but funded
mostly by the state of Bavaria. The incubator cost DM 10 million, d which the state
government alone provided 73%. The remaining costs were wvered by the dty andthe
IHK. Itsboard of owners consists of state, city, and IHK representatives. In contrast to
similar businessincubators in Germany, nobank financing or other complex agreements

among many adors was necessry. Aswith most of the KUMAS projeds, the heavy
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initial investment of the state government made local pulic-private partnership lesscru-

cial than was the cae in Dortmund.

Targeting

Augsburg did na embark onsedoral targeting in the 198Gs. The dty's modest mar-
keting efforts in that decade were mnservatively focused onthe unwritten goal of at-
trading large manufacturing faciliti es. Thisfoll owed standard econamic devel opment
pradicein Germany at the time (Hennicke and Tengler 1985 1). Augsburgers hoped
that eledronics and machine tools would compensate losss in textiles. Indeed, these two
sedors were performing well in the late 19705, and the hopes for a cmmeback in manu-
faduring were partially reali zed thanks to locaion dedsions by Siemens and MAN.

Targeting was first attempted in the late 1990 and was dore by the IHK, at the
prompting of the state of Bavaria and its "Offensive Zukinft Bayern" program. The IHK
creaed the KUMAS, which amourts to an environmental protediontechndogy targeting
profile. Theideagrew out of projectsthat were dready in place by 1994,including the
city's 1988 partnership with the locd firm MBB for projeds related to environmental
protedion and the wnstruction d amodern facility for trash incineration. Dueto
the stepwise aldition d various projedsin the spirit of KUMAS, Augsburg finally has a
focus for its econamic development activity. However, the profile is lessatargeting plan
than a set of thematically related, bu separate, projects, some of which were defined ret-

rospedively as belonging to KUMAS.
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Organizational Complexity

Actors in Augsburg econamic development are split i nto businessand pditi cd nodes
centered aroundthe dty courcil andthe IHK. Thereisno aganization—either formal or
informal—which brings the two groups together.

Dedsionmaking in the paliti cd camp is made by city council | eaders and the
mayor—these actors individually, and nd the organizations of the dty courcil, were mn-
sidered important by interviewees. Key dedsionmakers onthe business $de are those
individuals who hdd the top IHK functions, and the IHK itself isindeed regarded by
Augsburg adors asimportant. As both the courcil andthe IHK are traditional institu-
tions, their dedsion structures tend to be formal, hierarchicd, closed to ousiders, and
separated from each ather. Other than the venerable institution o the IHK, the only or-
ganization considered important by interviewees was the Department of Econamic De-
velopment. Creaed in 1979 the department has focused onroutine tasks. Its daff size
varied between three and five until 1997,making it small er than the aurrent German av-
erage of 6.6for similar sized cities (Holl bach-Grémig 1996 26). The dty now funds
seven staff positions. Throughou its history, the department has been caught in an or-
ganizational bind. Its name and misson evoke high expedations among businessesin the
city, bu it has had few resources and littl e authority to meet these expedations. Ac-
cordingly, its reputation among businesss has been low.

The IHK is acknowledged by all sides as the leading pdlicy innovator and goal setter.
Its leaders are more interested in ecnamic development, it garners more resped among
businesslealers, it has a broader expertise in econamic issues than doesthe dty, anditis

better staffed than the Department of Econamic Development.
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The mnsensus among interviewees over which are the most important organizations
for econamic development activitiesin the dty refleds the organizational fractionali za-
tion d the dty. Almost everyone agreed that the Department of Econamic Devel opment
andthe IHK areimportant, and there was near unanimous agreement that the mayor as an
individual plays an important role (seetable 5.2). However, only pdliti cians consider
pali cymaking organizations within the dty courcil, including the mgjority leadership and
the committeefor econamic development isaues, to be significant. Because no orein the
businesscommunity mentioned such party or courcil i nstitutions as important, these do
not appea onthelist of important organizationsin table 5.1. Indeed, some businesspeo-
ple stressthat the Department of Econamic Development and the dty courcil were "im-
portant” in the past only because they have not met the expedations of the business
community—in the minds of these actors, the dty government and bueaucracy acually
present hurdles to econamic devel opment.

Several forums and aganizations were establi shed that could have bridged public
and rivate sector camps. University professors, urion leaders, and city officials came
together in 1981and again in 1987in "Labor Market Workshops." The goal of the work-
shops was the dleviation d unemployment in the Augsburg area; their initi ator was
Martin Pfaff, faaulty member of the University of Augsburg and later an SFD Bundestag
representative for Augsburg. In 1989 Pfaff organized another forum, called the "Visions
from the Future Workshop,' after it became known that the neighbaring state of Baden-
W rttemberg was planning some major investments in the research and development
infrastructure of the neaby city of Ulm. Participants were similar to those in ealier
roundables (Augsburger Allgemeime 198%). In early 1992,ancther roundable discus-

sion was organized to addressthe likely impact of EU's sngle market padlicy onthe
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Augsburg region, thistime with conservative Mayor Menadher as gponsor (Augsburger
Allgemeime 199Z). However, nane of these initi atives led to a permanent organization to
bridge the pubic-private divide, spedfied goals or targets, or resulted in aplan of com-
mon adionfor al the dty's parties and aganizations.

In 1993 the mayors, econamic development officials, and businessassociations of
Munich, Augsburg, and Ingolstadt creaed the formal regional econamic development
agency, the gponanously nomered "M.A.l." During itsfirst two years, the organization
scored some reaognized successes, mostly in the aea of pulicity and marketing
(Deutsches Institut fur Urbanistik 1995 20). However, Augsburg adors do nd under-
score the organization as an important new focd point for coordination either among the
cities or within Augsburg alone. Part of its problem was its very success which led many
of the other cities located within the three-cities triangle to demand representation in the
organization. Asaresult, amore inclusive regional organization, the "Southern Bavaria
Econamic Region," was creaed (Hollbach-Grémig 1996. However, the adition d new
adors has increased the difficulty of reaching agreements and coordinating adivity, and
the new organization was also handicapped by the ladk of spedfic goals other than the
representation o more dties. Now, the early optimism has diminished, making it even
harder to spur common adion (Deutsches Institut fir Urbanistik 1995 20; confirmed in
interviews condwcted in 1999.

The most recent attempt at organizational innovation is aroundable call ed the Ak-
tivkreis Arbeit. It wasintended to bring puldic and private institutions together to dscuss
the general context of employment problems and is one of the very few places where
public and private sector actors regularly med. The forum was created in part at the

state's instigation, havever, so that whil e the forum "isagood paceto talk," as one par-
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ticipant noted with atouch of irony, it has not made an impression on local actors as an
important organization. One problem isthat the institutional representatives participating
in the roundtable do not include those who control resources. The roundtable has as yet

to settle on a plan of action.

Coordination

Economic development effortsin Augsburg were either private or public, but never
truly both. Many private sector initiatives required no public aid. When public aid was
necessary, IHK leaders made their own contacts with state and federal government offi-
cials. Business|eaders were aso very disappointed with the level of support local politi-
cians generated for airport expansion. The support of the political elite was hindered by
nei ghborhood-based opposition.

The public sector, for its part, did not turn to the private sector for help with its proj-
ects and activities. Their most important initiatives, including the convention center, re-
search institutes, and government offices could be funded by state funds alone.

The lack of coordination does not mean that private and public-sector leaders do not
communicate or cooperate. The new business incubator is a good recent example of co-
operation between the city and the IHK. However, public-private cooperation has been
more frequent between the IHK and state governmental officias, leaving local elected
officials out of the loop. Indeed, this may be a more efficient path of action in Augsburg,
for the contacts of the president and the CEO of the IHK in the 1980s and early 1990s
with state and national elected officials were at least as good as, if not better than, those
connecting local and state public-sector officials. The most prominent examples of coop-

eration between the IHK and the state government involved the University of Augsburg.
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Such cooperation was, as in Dortmund, aided by the institution d the university curato-
rium, which provided aready-made and venerated forum for discussng connedions be-
tween the university and the region. Theo Waigel, who served as Finance Minister in the
Kohl government, was a member of Augsburg University's curatorium. Minister Waigel
met regularly with Minker and Haibel and worked with state pdliti cians on various proj-
edsrelevant to Augsburg, for example, in winning more state funds to seaure aphysics
professorship at the university.

Links between SFD Mayor Breuer and state and retional paliti cians were hampered
by party divisions during the 198Gs. The CSU (the Christian Social Union, the mnserva
tive sister party of the Christian Democratic Union) controll ed the state parliament and
were part of the waliti on controlli ng the national government. When Peter Menacdher
(CSU) becane mayor, thisline of conflict disolved. However, pditi cd relations be-
tween locd and state government have ntinued to be vulnerable to regional animosities

that traditionally separate Augsburg's region of Swabia from the rest of Bavaria.

The Local Actor Network and its Changes

Using the reputational ranking method described in chapter two, data from ten inter-
viewees were used to compil e the ranking presented in table 5.2. In Augsburg, Hannes
Busswas most commonly mentioned as an important actor. He accumulated 8.6% of the
total votes cast. Three adors made it into the eghtieth percentil e, eight were in the fifti-
eth percentile, and 16in the twentieth.

Table 5.3 shows the structure of the important acdors who fell above the aghtieth
percentile autoff. The dates of pdliti cd actors' participation in the network correspond

with eledoral cycles; thus the padliti cd adors are presented in three @lumns. Changes of



23C

Table5.2: Reputational Ranking of Actorsin Augsburg Economic Development

Cumulative

Name Position Vote Share  Totd

Buss Diredor, Econamic Dev. Department 8.5%% 8.5%% 1
Breuer Mayor (SFD), 19721990 7.6™0 16.3% 2
Haibel President, IHK 7.28% 23.%% 3
M Unker CEO, IHK 7.28% 30.8% 4
Starker Businessexeautive, Zeuna-Stérker, Inc. 5.7%% 36.6% 5
Kirchmaier Deutsche Bank in Augsburg 5.38% 42.0% 6
Menacher Mayor, 199X present 5.32% 47.3% 7
Hintersberger | Referent fir econamic dev. (CSU) 4.8%%6 52.2% 8
Fergg Referent fir econamic dev. (SFD) 4.28% 56.4% 9
Wiesheu State minister for ecnamic isaues 3.90% 60.326| 10
Berlin Majority leader, city courcil (CSM?Y) 3.7%% 64.%| 11
Liebich CEO of NCR 3.61% 67.®0| 12
Kotter Deputy mayor (SFD) 3.22%% 71.06| 13
Kranzle Kranzle, Augsburg's gate representative 3.01% 74.06| 14
Scholz Businessexeautive, Haind Papier, Inc. 2.8%% 76.86| 15
Jaumann State minister for econamic isaues 2.5 79.30| 16

Twentieth Per centile Cutoff
Total Number of Actors Mentioned at L east Once 36

"Christian Social Middle, a splinter party of the CSU

majoritiesin the dty council or of the independently elected mayor occurred in 1978,
1985,and 1991. The same businessadors have been adive @mntinuously since the early
198Gs, and they are presented in a separate row that crosses all three dectora configura-
tions from 1978to the present.

The aty courcil has been daninated by the more laissez faire CSU since the 198Gs.
Even uncer the more activist SFD mayor, Hans Breuer, the e@namic development inter-
ests of the aty courcil were, ac@rding to one knowledgeable interviewee oriented
aroundthe moderate aurse of keegping taxes low, brokering properties for development,
and maintaining a pasitive businessclimate.

Most of theindividualsidentified asimportant in the network are leadersin the aty

government or the IHK. Public-sector lealers are the mayor and those daty council



Table5.3: Important Actorsin Augsburg Economic Development

Higher Levels of Government

BREUER MAYOR BREUER MAYOR

CSU COUNCIL CSMY/SPD COUNCIL

MAJORITY (1978-1984) MAJORITY (1985-1990)

PRESENT)

City Council

Breuer, mayor (SPD) Breuer, mayor (SPD)

Kotter, deputy mayor Kotter, deputy mayor (CSU)

(CsV) Fergg, Referent (SPD) for
eanomic dev. issues,
1984-1990
Berlin, mgjority leader, city

council (CSM?)

Bureaucracy

Buss Department of Buss Department of Economic

Economic Development Development

MENACHER MAYOR
CSU COUNCIL MAJOR-
ITY (1991-

Menadher, mayor (CSU)

Kotter, deputy mayor (CSU)

Hintersberger, Referent
(CSU) for economic dev.
issues, 1991-present

None

Haibel, IHK president

Minker, IHK CEO

Liebich, CEO of NCR

Starker, business exeautive, Zeuna Starker, Inc.
Schalz, businessexeautive, Haindl Papier, Inc.
Kirchmaier, Deutsche Bank in Augsburg

"Christian Social Middle, a splinter party of the CSU

Jaumann, state minister Jaumann, state minister Wiesheu, state minister for
for economic issues for economic issues €CcoNnomic issues
Kranzle, Augsburg's gate
representative
Business
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officials with institutional resporsibiliti es, including the Referent for econamic develop-

ment issues and the leader of the mgjority fradion. These actors are split i nto Social

Democratic and "bourgeois' camps and there have been red shiftsin pover between the

two major parties over the past three decades. In Augsburg more than in Dortmund, the

influenceof particular pdliti cians depended onthe last locd elections. Politi cd |eadership

in Augsburg has been very discontinuous, with the exception d Ludwig Kotter of the

CSU, who kecane the aty'sfirst Referent for econamic development issuesin 1968and
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served as deputy mayor under both Breuer (SFD) and Menacdher (CSU). Kotter was
known for his efforts to improve cana infrastructure.

Eledions gurred changes in econamic development even when the incumbent lead-
erswere returned to office because dedion rhetoric and campaigning sometimes caused
ashift in the importance of econamic development relative to ather issues. The dedions
of 1989and 1997serve & good examples of this process In 1989 mayora candidate
Peter Menacher cdled for aredouting of the dty's promotion and marketing eff orts
(Augsburger Allgemeine 198a). He recommended increased coordination among the
various city organizations involved in marketing and tourism. After winning eledion, e
renamed the Department of Econamic Development the "Department of Econamic De-
velopment and City Marketing," yet this change remained largely symbadlic during his
first term. Menacdher was oppased in the 1997eledions by SFD candidate Karl-Heinz
Schneider, who wsed econamic development as a central campaign issue. Schneider
promised to give the Department of Econamic Development more resporsibili ty and
authority; to target business rvices, small to medium-sized enterprises, and the trades;
to use dty resources to take better care of existing businesses; to aid innovation and en-
trepreneurship; to intensify the pursuit of higher-level governmental aid; to increase mar-
keting; to reduce some businessfees; and to subsidize enployment for laid-off workers.
Schneider lost the dection, bu several interviewees beli eve that his campaign made CSU
candidate Menacdher take eonamic development issues more seriously. In 1996, dung
the dedion campaign, the Bavarian government dedded to move the state's Environ-
mental Protedion Agency to Augsburg, giving the dty's KUMAS profile an important
bocst. After Menacher'sreeledionin 1997 staff and budget resources in the Department

of Econamic Development were dso increased.



238

The high degree of party competitionin the dty undermines cooperation between
pubic and private actors in econamic development. Competition has meant that the par-
ties gressthe diff erences in their ecmnamic development approaches. The CSU has
tended to shuneanamic development, ou of the ideologicdly grounded conviction that
it ismore gpropriate to lease such adivitiesto the private sector. The SFD was quite
willi ng to take up econamic devel opment activities, bu at the same time it also wanted to
regain some of the antrol of econamic development from the businesselite in the IHK.
As aresult, when the CSU wasin control, the dty did na try to develop expertise in eco-
nomic development and thus earned littl e respect in these matters from the IHK. The
SHD's approach, onthe other hand, unarmined the trust of businessleaders.

Party competition and eledoral cycles brought in new actors, but new actors were
based in the same ingtitutions as their predecessors. More thorough changes in the net-
work are just now starting to emerge, bu these changestoo have taken pace through a
change of mentality. Many adorsinterviewed naed that pdliti cd €elites becane more
sensitive to econamic development issues after the recessonin 1992. The network has
indeed been more active, especialy since 1997, bu it still operates within the same or-
ganizational framework.

One naticedle change in the network occurred when the first diredor of the Office
of Econamic Development, Hannes Buss left to work in Leipzig. Busswas apparently a
unifying figure in the dty, the only ador adknowledged as important not only by mem-
bers of both parties but also by businessleaders. After heleft Augsburginthe erly
199G, no ore & the Department of Econamic Development enjoyed the same degreeof
recognition. A new diredor was sught and finally foundin the person d Martina Hart-

mannin 1993. Outside experts comment favorably on her tenure, naing that the depart-
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ment has become more relevant since her hiring. The department under Hartmann has
benefited from the increased sensiti vity among top pditi ciansto development issues and
an increased budget since 1997.

Whil e discontinuity was the norm among pdliti cd adors, the business $de of the
network has been remarkably stable since 1980. The wre leaders onthe business sdein
Augsburg are dl IHK officials: Hans Haibel, Dieter Miinker, Rainer Liebich, and Dieter
Kirchmaier. Haibel was IHK president from 1978to 1994 Minker has been its board
chairman since 1980. Liebich was the CEO of National Cash Register, Inc., which had a
large fadory in the aty until recently. Kirchmaier isthe director of the Deutsche Bank in
Augsburg. Both Liebich and Kirchmaier have served as chairman of the IHK's Industry
and Trade Committee(IHG) for Augsburg since 1992, making them the IHK's grategists
for downtown econamic development programs. Augsburg adors sngle out Haibel,
Munker, and Kirchmaier espedally as the motivating forces behind the IHK's dynamism
and leadership in locd ecnamic development.

A wedknessof the businessleadership isthat it comes acrossas arrogant in the per-
ception d some pdliti cians. This perceptionis grourded in truth. Interviewees attested
that some individual businessleaders believe that the dty has blocked innovation and
progressin econamic development, flatly stating that pdliti ciansin the past have aded in
the interests of expediency. Businesslealerstendto owerlookthe fact that the paliti cd
elitein econamic devel opment face well -organized ecological parties and neighbarhood
asciations that have oppased growth efforts. Augsburg's neighborhoodgroups are bet-
ter organized than in Dortmund and they are much more grealy empowered by planning
law than similar groups in the United States. Protest has flared upin the past over the

new comprehensive plan of 1988 airport expansion, and the redevelopment of the textile
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district. Politi cd "expediency” may have been the only resporse possblein view of the
demands of influential neighbarhood goups, given that national law requires pdliti cians
to integrate dtizen groupsinto the planning process Nevertheless thereisalad of
sympathy of businessleaders for the problems arising from the high degreeof pdliti cad
conflict in Augsburg.

In contrast to Dortmundand Providence, there are several independent businessmnen
of importancein Augsburg, including Dieter Kirchmaier, Rainer Liebich, Hubert Starker,
and Manfred Schalz. Stérker and Schalz are very highly respeded local businessnen,
but they have mncentrated their energies on state-wide organizationa eff orts for business
asciations. From 1985to 1997, Stérker was the president and then honaary president
of the Bavarian Employers Association; he was also a member of the Bavarian Senate
after 1994. Scholz was the CEO of Haindl Papier, alarge and important locd family

business He was also president of the Association o Bavarian Industries.

Importance of State and National Governments

Although the dty has not received more ad than is normal for citiesin Bavaria, the
state government in Munich has played amagjor, if not dedsive, role in amost every proj-
ed and innowation that has been undertaken in Augsburg. Both locd eleded officials and
IHK leaders have had regular and productive conrections to state and rational govern-
mental officials. All of the projeds of the 1980 and the 199G were made possblein
large part due to state fundng. Moreover, the state government bankroll s university and
other research faciliti es that are now located in the dty, na to mention the state Envi-
ronmental Protedion Agency's new Augsburg headquarters. State government influence

became even more cantral to the planning of econamic development eff orts through its
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"Offensive Zukiinft Bayern™ program, which after 1995 kegan distributing DM 4.4 lli on
statewide. Fundng for this program was made condtional on cities' creating a spedal-
ized profile, which then spurred the IHK to developthe KUMAS idea ad its targeting
profile.

Augsburg's date representative, Bernd Kranzle (CSU), is ranked as one the most
important adorsin Augsburg econamic development. Kranzle served as Bavaria's min-
ister for cultural and educational isaues after 1993. However, the most important contact
in the state government is the Bavarian minister for econamic dfairs, regardlesswho
occupies the pasition. The past two Bavarian econamics ministers were Anton Jaumann
and Otto Wiesheu. Interviewees suggest that former minister Jaumann hed a better per-
sonal rappat with Augsburg officials, bu he did na heal an adivist ministry. Hisas
sistancefor Augsburg was limited to a state-wide loan program for small businesses and
entrepreneurs and to a state mntribution to the recapitali zation o the failing SWA textile
firm. The state loan program distributed DM 75 millionin loans and DM 6 millionin
subsidies to Augsburg businesses from 1990to 1999.

Wiesheu's ministry has becme more activist in resporse to a general downturn in
the Bavarian econamy after 1992. According to information oliained from journali sts of
the Augsburger Allgemeine and the office of Otto Wiesheu in December of 1999,the
state continued to be amajor partner in the cnstruction and expansion d Augsburg's
convention center from 1988to 2000,spending atotal of DM 28 million. Wiesheu also
delivered a DM 400 million padkage for the locd tram net, and he recently intervened for
Augsburg in the succesgul effort to provide incentives for the firm Haindl to buld a new

paper fadory in Augsburg instead of Dortmund.
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Augsburg's relations with the national and EU governments were handicapped be-
cause its dedine was aways relatively mild. Problemsin the Ruhr Vall ey were worsein
the 1970 and worse in eastern Germany in the 199Gs. Augsburg was never taken upin
the national government's regional development asgstance program, nar did it ever qual-
ify as a European structural fundtarget region. National and EU asgstanceto Augsburg
was lessand came later than was the cae for other deindustrializing cities. This partly
explains the central importance of the Bavarian government, which played arolein
Augsburg econamic development even though it had a more fiscaly conservative re-

gional development program than many other German states.

Dynamics of Coalitional Decisionmaking
The eonamic development network is divided into a private sector and a pubdic-
sedor camp. Each group hesits own dedsionmaking dynamic, experiences with success

and failure, and motivations for continuing eff orts in econamic development.

Public Sedor

The pubic sedor has been charaderized by relatively frequent turnover in personnel
andrelatively high variationin the atention paid to development issues. The institutional
arrangement that all ows for divided government at the locd level, couped with high
party competition, is the source of this dynamism.

Of al the important dedsions made by pulic-sedor adors snce the creaion d the
Department of Econamic Development in 1978, oty the construction and expansion d

the cnvention center was expli citly regarded as a successby a magjority of interviewees.
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Both the convention center and the later Siemens and MAN aqquisitions required
very littl e pulic-private moperation a complex financing. The SWA bailout, in con-
trast, involved a broad coaliti on, including akey industrial employer, state and rational
government officials, locd bureaucrats and pditi cians. Their goa was to rescue atradi-
tional but dedining industry—exadly the kind of respornse of an established, locd net-
work in deindustriali zing citi es that some network theorists exped to find. Indeed, the
SWA bail out was the most prominent pieceof evidencethat city actorsin the 1970 and
1980s were oriented aroundthe goal of preserving the dty's existing industries.

The paositive eonamic impad of the Siemens and MAN served to lower aspirations
among pulic-sedor adors, who felt no presaure to prioritize eonamic development
palicy, much lesspursue riskier ventures in econamic development. Econamic develop-
ment adivity was cdmed. The fail ed attempt at creating a businessincubator in 1988
was a casualty of these lowered aspirations. Spurred by the final fail ure of the SWA,
which also camein the 19805, the goal of sustaining traditional industries was finally put
torest. It becane dear that the textil e industry would never again suppat high employ-
ment levels.

When the pulic sedor's orientation aroundsustaining traditional industry faded, no
other goal roseto replaceit. The pulic sedor, led by the CSU, maintained alaissz faire
pasition in econamic devel opment, expli citly underscoring that the job o econamic de-
velopment shoud lay in the hands of businessrepresentatives. Publi c-sector eff orts
thereafter concentrated onlow risk and ad hac projects designed to attrad state-funded,
white-coll ar jobsto the dty. Only recent econamic problems have reavakened pubic-
sedor interest in econamic development, bu as yet there have been nomajor palicy suc-

cessesthat could have served to increase adors aspirations.
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In sum, the successes experienced by the puldic seaor were in small er, lesscomplex

tasks that it completed alone or in cooperation with state government officials. The one
outstanding example of cooperationwith a private sedor firm—the SWA bail out—fail ed,
which served orly to reducethe legitimacy of similar kinds of cooperation. When the
more neoli beral CSU replaced the long time SFD mayor in 1991 the dhangeto amore
laissez faire palicy was ingtitutionally anchored. Now that the CSU and aher pulic ac-
tors have become more interested in dang more in econamic development, it finds that

the adors involved are handicgpped by the asence of atrack record of success

Private Sedor and Publi c-Private Eff orts

The IHK enjoyed many small successesin the 1980, and the more successit experi-
enced, the greaer was the split between the pulic and private sedor. Its earliest educa
tiond infrastructure projeds were successful, and these helped to impart to the IHK its
widely respected reputation for competencein econamic development. The IHK was
also able to claim credit for the Siemens acquisition. Although the Department of Eco-
nomic Development courted Siemens, the IHK had led the mnstruction d training fadli-
ties that had impressed Siemens.

Although bah pubic end private sedor groups completed several successful projeds
separately, they never experienced a dea and lasting successin their cooperative activi-
ties. Augsburg adors, partialy at theinstigation d the state, have been trying to combine
public and private sector eff orts within bridging organizations, bu their ealy efforts have
met with dsappantments. The very successof M.A.l., for example, led to its current
lethargy. The succesful completion d projeds by the group dd na increase the aspira

tions of the resporsible adors. Rather, they €licited the demands of other citiesto be
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included in the organization. Success then, radicdly altered the composition d the or-
ganization, and dluted the influence of the ac¢ors resporsible for the original successs.
Nor has Aktivkreis Arbeit experienced a dea successthat would raise the apirations and

enthusiasm of its members.

Augsburg: Conclusion

Augsburg stepped upits econamic development activity beginning in the late 1970,
but the prominent adivities of the dty were mncentrated in traditional areas related to
aqquisition and hard infrastructure development. Public and private activiti es remained
uncoordinated, the organizational complexity of the system remained low, and the dty
had the misfortune of experiencing padlicy fail ures.

Development efforts in the 19905, espedally after 1997,were intensified and have
been rewarded with more prominent successes. However, the overall effort is gill char-
aderized by low coordination, low organizational complexity, and kroad targeting.

Due to dynamism in the dedora process the high degree of competition among
partiesin the dty, and the mobili zation o neighbarhood goups, the dite foundit diffi-
cult to weave apro-growth coalition. Thisexplainsin part the dty's difficulty with stra-
tegic palicymaking. Politicd competition unadermined trust between public and private
sedor leaders, which then prevented afunctioning pulic-private governanceregime, the
absence of which was of greaer import.

There was a pubi c-private governance @alitionin Augsburg in the sense described
by regime theorists, bu its members rarely cooperated onprojeds in econamic develop-
ment. The network's actors are split i nto public and private camps centered aroundthe

two venerable institutions of the dty courcil andthe IHK. The pubic-sector network is
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centered around the city council, the mayor, and by the Department of Economic Devel-
opment. The private sector network is centered around the IHK. Both groups have over-
seen several successful projects. Y et both groups remain independent of each other in
goal setting and resource management, have independent connections to state and na
tional government officials, and have separately benefited from state funds for local proj-
ects. In sum, the organization of economic development is separated into public and pri-
vate sector institutions, more hierarchical than networked, dominated by formal institu-
tions of government rather than informal practices of governance, and characterized by a
dual integration with higher-level governments. Augsburg has an urban coalition ac-
cording to the measures used in this study, but it is not vital.

Given the difficulties of organizing public-private cooperation, it comes as a surprise
for regime theory that the city can present along list of successful projects and activities
in economic development. These include not just traditional acquisition efforts, but also
hard infrastructure projects and assistance for entrepreneurs. The reason why the frag-
mented Augsburg network can get things done in economic development liesin the verti-
cal integration of itstwo camps. Each iswell tied to the state government and its eco-
nomic development activities, and the state government provides sufficient resources to
allow local actorsto complete their projects. Much of the innovation in local economic
development effort was dependent on the initiative of or funding from the state of
Bavaria. The riskier, the more innovative, and the more expensive a project was, the
more it depended on state aid. Given this constellation, things can get done with amini-
mum of communication and cooperation between local public and private actors, and a

strong governing coalition that links public and private sectors is not necessary.
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The dynamics of decisionmaking reinforced the institutional boundaries separating
private and publi c sectors, because aedit for successes never fed bad into a wlledive
network. Thelack of asuccesful common tradk record, havever, is an obstacle to stra-
tegic adionin respondngto recent changes and problems in the regional econamy. The
dual verticd integration d pulic and private sedor camps means that Augsburg actors
are better able to respondto signals given by state econamic development officials than

they are to each ather's needs.

L ouisville

Louisvill e was once onthe losing side of globalization. For many years, the dty's
pubic officials and bisinessleaders gruggled ursuccessfully to find and implement a
strategic resporse to dedine. Today, however, Louisvill €s econamic development eff ort
compares very favorably to the previously more strategic dties of Dortmundand Provi-
dence Policiesand projedsin Louisvill e ae caried ou by adiverse, bu well coordi-
nated, set of organizations. All of the a¢orswork under asingle, professonally de-
signed, and comprehensive regional plan. Thetods used, projeds garted, and angoing
adivitiesin Louisvill e ae so numerous that afull accounting of them all i s difficult.

The history of econamic development in Louisvill eisfirst and foremost the story of
how, over the murse of 20 yeas, a high degreeof organizational fractionali zation was
overcome and replaced by awell-coordinated, pubic-private emnamic development
network. At the outset of econamic decline, organizational disunity in the Greder Louis-
ville aeawas identified by most of the important adtors as a central obstade to action. In
arepeatedly frustrated eff ort that bore fruit in the late 198G, first public-sedor adors and

then private sector lealers consoli dated their respedive organizational structures. In
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1998, pivate and publi c sectors were linked within Greaer Louisvill e, Inc. (GLI), a pub-
lic-private dhamber of commercethat takes on many resporsibiliti es that were oncere-
served for the puldic bureaucracy.

Because of the organizational transformationin Louisvill g, the dty's leaders are
poised to help turn the dty into ore of the winners of global econamic change. Itisal-
ready a major motor of job growth for Kentucky and Indiana. Louisvill eisthe only city
of the four studied with a detailed plan and implementation guide, and the only city with
atruly regiona approach to eaconamic growth. Louisvill €'s econamic development ac-
tivities are broad in scope, na confined to land devel opment.

The arrent strengths of the Louisvill e econamic development system present an
intriguing puzzle for this reseach, for the same network was beset with serious difficul-
tiesinthe 1980. The regionlost 33,000manufacturing jobs between 1970and 1983
(U.S. Bureau of Labor Statistics 19998, in 1982 oe of the dty's main econamic devel-
opment projeds was loudy pronourced afailure in the local press in 1985aformer di-
redor of the eonamic development bureaucracy was under criminal investigation, the
city facal relentlesscompetition from the surroundng cournty for new businessgrowth,
andthelocd businesselite kept splitti ng and reconsolidating itself. That this network
would foll ow a meandering path to its current, enviable position could na have been pre-

dicted before 1986. The case study below describes this path.

Economic Development Policy in Louisville after Decline
Dedinein Louisvillewas gradual, purctuated by several plant closings but nat char-
aderized by asingle shock. Table 5.4 summarizes the resporse of the Louisvill e eco-

nomic development system to dedine in the 1980 and 199G, as explained in detall
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Before 1986 After 1986
Areas of -Taking care of local businesse; - Acquisition
successful - Hard infrastructure - Taking care of loca businesses
activity - Hard infrastructure
- Soft Infrastructure + Public Goods
Successful Nonre identified Waterfront Development (begun 19%)
projects' Presbyterian HQ
Airport expansion
Bucks for Brains
Metropolitan College Project
Targeting Broad consensual targets: Targets narrowly focused, including
"officejobs’ and"high-tedh" | logistics, distribution, and biotechnd-
ogy
I mportant Nonreidentified Greder Louisville, Inc.

organizations’

Coordination

tions.

Little cooperation among
various organizations.

Joint projects between pubic
and frivate sector are excep-

A professionall y designed comprehen-
sive plan iswidely acapted by many
local organizations.

One centra public-private partnership
unites all relevant puldic and private
sedor ingtitutions and coordinates a
large diversity of local econamic devel-
opment organizations.

Regional public sector (city-cournty)
cooperationisinstitutionalized.

Difficulty level | Easy (1)

Very hard (4)

1 Noted by at least two interviewees as successful.

2 Noted as important by at least 50% of interviewees

below. The history of the daty's efforts hows a dear bregk coinciding with the beginning

of Jerry Abramson's first term as mayor in 1986.

Main Activiti es and Projeds

Econamic development in Louisvill e cane out of the 1960 and 197@ with a set of

tods that were cmmmon for American cities. City activiti es were oriented aroundsus-

taining the local manufacturing base using industrial parks, industrial bonds, and " soft"

eff orts to improve communications between the dty and existing firms. Modest financial
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aid programs for small and minority-owned businesses were dso in existence Locd de-
velopment projeds were al hoc, low inrisk, and dd na require the moperation d the
private sedor. Whenever the dty took the lead in econamic development initi atives, its
goal was retaining or attracting manufaduring enterprises. Private sedor development
initi atives were small and typicdly handled by a single developer.

Interviewees were asked to identify those activities and projeds of the past two dec-
ades that have been "succesdul." Those so labeled by at least two persons were, in
chrondogicd order, waterfront development (with beginningsin 1985; the acquisition
of the headquarters of Presbyterian Church (USA) in 1987 the expansion d the arport
for UPSin 1988 the Metropditan Coll ege Project, which is an eff ort designed to all ow
UPSto use ollege students for itslate night shifts; and a program referred to as "Bucks
for Brains," by which private businesses finance university professorships. Of interest is
that not asingle projea completed before the beginning of the first term of Mayor Jerry
Abramsonin 1986is considered by the pod of interviewees as successful.

The first big econamic devel opment project of the region, the Jeff erson Cournty
Riverport industrial park, isone the largest projeds not viewed by interviewees as sic-
cesdul, andindeed it was beset by many problems. Theidea grew out of the dty and
courty's 1965 puchase of alarge plot of land onthe Ohio River. By 1982, $60million
had been raised from al | evels of government in arder to develop the park. Although the
Riverport required extensive moperation ketween city and courty governments and
among several levels of government, it was ridiculed as a "multimilli on-ddlar cornfield"

(Brinkley 1982. Not asingle firm moved to the site until 1984.
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The Legacy of Soane and Sansbury

The dty's development efforts in the 1970 and ealy 1980 were driven forward by
two Louisvill e mayors, Harvey Sloane and Willi am Stansbury. Sloane's two terms (1974-
1978, 19821986 sandwiched Stansbury's, a product of the 4-yea term limit that was
then still i n effed. Interviewees remember Sloane & more active and inno\vetive than
Stansbury, although his focus was onthe mnservation d traditional manufaduring. His
administration creaed the city's ecmnamic development officein 1975. One of its central
functionswas rve a an "industrial ombudsman” to help firms with problems dealing
with the dty. Sloane dso created the City of Louisvill e Industrial Development Author-
ity in 1977to "provide the tod to develop indwstrial parks' (Crowdus 1977).

Stansbury's administration was plagued by pdliti cd infighting (Portz 199Q 43-44).
However, he extended the aty'sindustrial conservation effort by creaing an industria
revenue bond pogram in 1978. He dso presided over the growing involvement of the
city in dovntown development projeds, an important example being the Louisvill e Gal-
leria, an office and retail complex (Shafer 198Q Portz 199Q 37).

After Kentucky passed its Enterprise Zone Act in 1982 ,Sloane's administration cre-
ated an enterprise zone near downtown. Louisvill €'s enterprise zone now extends into
Jefferson County. In spite (or perhaps because) of the fad that it is one of the largest in
the wurtry, it isnat viewed as particularly effective by locad econamic development ac-
tors. Mayor Sloane dso invalved the dty in several downtown devel opment projects
during his sscondterm: the Kentucky Center for the Arts, afootball stadium, and the
Broadway Project. He dso laid the groundwork for later riverfront development when he

direded the dty to buy brownfield land onthe river and then began its conversioninto a
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pubic park (Savitch and Vogel 1996 138 Shafer 1986). However, riverfront devel op-
ment is an orgoing project, most of which was finished later.

Sloane and Stansbury's eff orts were ansiderable, but they foll owed national trends
andwere a hac. In effed, they had supervised an eff ort concentrated onthe two areas of
indwstrial conservation and red estate development projeds locaed mostly downtown.

Louisvill e enjoys along history of pulic-private maoperation. Private seador devel-
opment adivitiesin the 197G and 1983 served to augment pubic-sedor efforts. Private
eff orts through the end o Sloane's first term were dso focused onindustrial conservation
and davntown development, bu the dty's earliest pulic-private partnership, Projed
2000,a so raised $250,00Gor a businessinformation center, the Kentucky Center for the
Arts, and a downtown redevelopment projed. The Humana Corporation, which owned
property near the riverfront, has supparted the riverfront redevelopment effort. At the
same time, the Louisvill e businesscommunity had certainly recognized the inevitable
dedine of manufaduring in the aea and had given thought to waysto promote the
growth of white-collar jobs. Humana Chairman David Jones, Sr., for example, spea-
lated in the 198G about how to creae apermanent exhibition hall for medicd equipment
in ablighted part of downtown. However, pulic-private moperation was beset by or-
ganizational discontinuity and dd na lead to projeds that were recognized as successul
by interviewees until | ater in the 198(s.

Halfway through the 19805, bath pubic and private leaders were doing thingsin
eoonamic development, bu neither had avision for respondng strategicaly to locd eco-
nomic dedine. Many efforts had been urdertaken, bu withou a dear success The
Riverport was languishing, the downtown riverfront was gill abrownfield underneah a

big expressvay, andthe dty had na attraded a significant new corporate headquarters.
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The Turnaround

A gradual turnaround d economic development efforts began in 1986, when Jerry
Abramson kecame mayor. Inthe same yea, businesslealers informed Abramson about
the possbili ty of acqquiring the headquarters of the Presbyterian Church (USA). Abram-
sonwas able to negotiate the ded successully, beating other cities offers. David Jones,
Sr., chairman of Humana, doreted a buil ding, and the dty invested $3millionto improve
neaby streets and sidewalks (Vogel 1990 108).

Exadly one year later, the dty embarked upona much larger and "harder” projed—
the arport expansion. The arport isthe only project identified by aimost every inter-
viewee & a success athough al acknowledge the mixed fedings Louisvill e residents
have @ou the way in which airport expansion was condwcted. An intervieweewho was
at the ceanter of the effort recall s that the dfort was instigated by locd developer J.D.
Nichads, who krought to the atention o city leaders that United Parcd Service (UPS
was considering abandoring Louisvill €'s Sandiford Field fadlity for lack of space
Mayor Abramson was eager to avoid the lossof thisimportant locd employer, and so
began a hushed planning processto expand the arport. The dfort wasled by Joe Cor-
radino, a Louisvill e-based devel oper who was an associate and suppater of Harvey Slo-
ane. In 1988,Corradino un\eiled the arport projed as a $300milli on fait accompli.
Neighborhoodgroups, astonished that the expansion cdled for the relocation o 1,400
househalds (Vogel 1990 109), organized a bitter but unsuccessful protest adion. The
city and cournty underwrote a$50million bondfor the expansion. The dty wasaso in-
volved through land leases and controversial land condemnations. To date, Louisvill e
elites consider thisto have been ore of the most succesful eaonamic development proj-

edsinthe dty because it kept UPSin Louisville. Keguing the company in Louisvill e
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turned ou to be even more significant than claimed by the supparters of the arport ex-
pansion. UPSnow employs over 330,000world-wide and has made Louisvill e one of its
largest hubs. With more than 15,000workers, the mmpany is now the largest private
employer in the state. The cmpany's boam is being fueled in part by increased internet
shoppng, adevelopment that places Louisvill e on the winning side of global econamic

innowation.

Organizational Complexity

Organizational restructuring always precealed the evolution d targeting adivitiesin
Louisville. Thus, the treament of its organizational structure is presented here before the
discusson d itstargeting activities. Louisvill e has been a hothouse for econamic devel-
opment organizations, and Table 5.5 provides an overview of the most important
changes. Shaded baxes indicae organizations that no longer exist.

The history of organizational change in the dty isthe story of the dhanging formal
relations among the four core groups that have astake in the aeds econamic devel op-
ment adivities. Theimportant puldic-sedor adors are the daty of Louisvill e and Jeff er-
son County. The key private sector actors consist of small and medium-sized businesses
onthe one hand and the dite group d large firmsthat tend to benefit indirectly from lo-
cd emnanmic growth. All four groups were fradionali zed to varying extremes through
1985, aspite the repeaed attempts of the businessand pditi cd elite to urify and coordi-
nate their econamic development organizations. Their eff orts began to pay off in 1986
and reached their current, most complete, stage of institutional unity in 1998with the

creaion d GLI. Thisorganization urites businessinterests, and it has many functions—



Table5.5: Organizational Innovation in Louisville

public-sedor participation and responsibilities.

Name Sector Founded
Louisvill e Econanic Development Committee | private ealy 197G
First private secor initiative in response to ecnomic
dedine
Louisvill e Office of Econamic Development pubic 1975
Creaed by Mayor Sloane & a department in the
city's Community Development Cabinet
Projea 2000 pubic- 1981
Spun off from the chamber of commerce private
Focused eff ort on fail ed city-county consolidation
legidlationin 1983
Forward Louisville pubic 1982
Initi ated by Governor Brown to addresseamnomic
dedinein Louisville
Reonsolidation d chamber of commerce private 1983
Projea 2000 and Forward Louisvill e merge bad into
the dhamber
Office of Econamic Development of Louisville | pulic 1986
and Jeff erson Courty
This merger of city and county offices of ecnomic
development was made possble by the "Louisvill e/
Jefferson County Compad”
Greder Louisvill e Econamic Dev. Partnership pubic- 1988
Spun off from the chamber of commerce private
Greder Louisvill e, Inc. (GLI) pubic- 1998
A reaonsolidated chamber of commerce with extensive private

25C

such as minority businesspromotion, job gdacenent, and acquisition—that in ather cities

are performed by locd government bureaucrades.

Even today, after the cnsolidation d the four key groups has been accompli shed,

the Louisvill e aeais popuated with a great number and variety of organizations doing

eonamic development. GLI's website lists no fewer than 33relevant organizational

"players" in the regional econamic development eff ort, na including many government

agencies, regulatory authorities, or the large number of organizations that are now extinct

(http://www.grederlouisvill e.com/econamic/ec_orglist.htm).

A majority of interviewees agreeal that GL| and itsimmediate predecessor, the

Greaer Louisvill e Econamic Development Partnership, were important. There was also
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agreement that the Board of Aldermen and Courty Fiscd Court are not influential or-
ganizations. Given the dty's drong-mayor form of government, the ddermen come into
play redly only once per yea, when the mayor presents his budget. Louisvill €'s alder-
men were usually cooperative over econamic development budget items during Mayor
Abramson's terms, according to interviewees asociated with Abramson. In sum, the
members of the Louisvill e network perceive the pulic sector's influence a flowing
through the persons of the mayor and the murty judge-exeautive, even as they appredate
the binding and unifying eff ect on the businesscommunity achieved by GLI.

The evolution d the now-centralized organizational structureis along, remarkable
story. Before 1975,econamic development was not even an important palicy issue. The
only relevant ingtitutions in econamic development were the tradition-minded Louisvill
Area diamber of commerce and the Louisvill e Central Areg a dhamber of downtown
businesses founded in the 195G. The long organizational evolutionto its current, cen-

tralized form began in the early 1970 and took separate pulic and rivate paths.

Public-Sector Reorganization

Thejurisdictional split between city and courty government isa mmmon situationin
American metropditan areas. This can lead to competition for new residents and busi-
nesses, and indeed such competition was a cantral point of conflict between Louisvill e
and surroundng Jeff erson Courty through the late 198Gs.

Mayor Harvey Sloane's first term of office marks the beginning of the dty's effort to
modernize its econamic development organizations. He aeated the dty's first econamic

development bureaucragy, situated within the dty's Community Development Cabinet.
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By 1980,its budget had been increased to $1millionandits gaff increased to 12(Louis-
ville Courier-Journal 1980.

Kentucky Governor JohnY. Brown, Jr. spurred a puli c-sector initiativein 1982
cdled "Forward Louisvill e This organization was cosporsored by Jeff erson Courty
Judge-Exeautive Mitch McConnrell and rewly redected Louisvill e Mayor Harvey Sloane
"as an important ingredient in plans to help the area’s aili ng econamy™ (Louisville Cou-
rier-Journal 1983. However, Forward Louisvill e recaved littl e puldic money in itsfirst
yea, spent even less and never devel oped a specific plan of adion (Stewart 1983. It
was abandaned in December of 1983(Vogel 199Q 103).

In 1983 the dty was once again scouting for aworkable e@namic development
plan. The dty's Office of Econamic Development commissoned a professonally man-
aged study for $30,000.The study's recommendations would be ignored, for the dty's
eff orts were preempted by the reentry of Forward Louisvill €s membersinto the chamber
of commerce. When this happened, Mayor Sloane made his view pulic that the dhamber
shoud be resporsible for goal-setting in econamic development, thus nulli fying the plan-
ning efforts of his department (Luecke 1984).

In 1985 the dty's Office of Econamic Development fell into disarray, in part dueto
the indictment of aformer director. Mayor Sloane asked businesgnan Charles Buddeke
to repair the damage, and Buddeke dismantled the office by giving its tasks and personnel
to ather city administrative offices and by contrading with the chamber to hande aqui-
sition. Thisinitiated a substantial yearly transfer of city fundsto the chamber and a ma-
jor shift of resporsibili ty from the pullic sedor to the private sedor. The dty's econamic
development office was suppased to concentrate on retention and expansion d

locd businesses, areas in which the office had been active sinceitsinceptionin 1975
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(Vogd 1990 104). Later on, havever, the private sector would take over these tasks as
well.

Eledionsin thefall of 1985 paced former mayor Sloane into the office of Judge-
Exeautive of Jefferson Courty whil e his party associate and friend, Jerry Abramson, ke
came mayor of Louisville. Sloane and Abramson were both interested in efficient eo-
nomic development. Within months of taking office they had succesgully negotiated the
"Louisvill e/ Jefferson Courty Compad,” a cmprehensive plan of cooperation between
the two most important governments of the region. The keystone of the Compad was a
tax sharing arrangement that laid to rest the dty's aggressve annexation attempts and the
competition for businesses that had prevented greaer cooperationin many aress, includ-
ing econamic development (Savitch and Vogel 1996 142).

Consolidation was rejeded by pubic referendain 1982and 1983, buthe compact
gave merger suppaters much o what they wanted. As part of the compact, city and
courty offices of eaconamic development were merged and an econamic devel opment
profesgonal was hired to runthe organization. Thisis now the Officefor Business
Services, but most of its duties have been ousourced to the private sedor. In November

2000, vaersfinally approved formal consolidation d the dty and courty.

Private sector reorganization

Until the 199G, the businesscommunity was organizationally split between small
and medium-sized businesses on the one hand, and the dite group of large firms onthe
other. Tension ketween large and small firmsis commongace in the United States.
Smaller firms are typicaly lessinterested in econamic development isaues. Large firms

and aher "rising tide beneficiaries,” which stand to benefit indiredly from all forms of
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eoonamic growth in the region, are more interested in longterm regional growth. In
Louisvill g, "rising tide beneficiaries" include several locd banks; devel opment compa-
nieslike NTS, Corradino Group Engineering Consultants, or Aegon Capital Holding; and
the locd media conglomerate owned by Barry Bingham. Other firms, like the Humana
Corporation and Kentucky Fried Chicken, have been important because of the personal
interest of their CEOs in the development of Louisvill e.

Small and large businessesin Louisvill e have dashed ower the best use of business
asociations. Small firms preferred to see the chamber of commerce function as alobby
organizationfor common interests at the local and state level. They were content to re-
cave certain standard services from the chamber, such as the sponsorship o parades and
festivals (Vogel 199Q 102). Bigfirmswere more interested in active, paentially expen-
sive eonamic development efforts. This has meant that large firms repeaedly spun
themselves off from the chamber of commerce to create their own, more exclusive or-
ganizations focused more dealy on growth promotion.

In the early 197Gs, alarge number of loca businessleaders creaed the Louisvill e
Econamic Development Committeewith the goal of raising funds for marketing. How-
ever, the marketing campaign was poaly received, and the organizationfizzled ou (Vo-
gel 1990 102). A decade later, the dhamber of commerceturned to newspaper pubdisher
George Gill to chair anew effort cdl ed the "Louisvill e Econamic Inventory." Gill noted
in hisintroduction that Louisvill e had reasons for concern over its econamy's heath and
that the time for "taking stock" had come (Louisvill e AreaChamber of Commerce 198J).

Asthe dhamber was taking stock, asmall group d the local businesselite was going
abou creating a new private sector organization for econamic development cdl ed "Proj-

ed 2000:" Thiswasturned into aforum for public-private aoperation when the fourd-



255
ers offered board pasitions to public-sedor actors. One observer comments that the eff ort
reflected the dissatisfaction d Louisvill €'slargest firms with the work of the chamber of
commerce, whase econamic development palicy was snall in scde and traditional (Vo-
gel 1990 102). Project 2000raised $250,00Gor a businessinformation center and then
shifted its eff orts to a campaign for city-courty consolidation. One of the individuals
who led the merger effort noted in an interview that many businessleaders suppated the
city-courty consolidation ou of frustration over the ladk of a dea pulic-sedor partner
in econamic development. The interviewee &so naed that the aguments presented to
the pubic by suppaters of the mnsoli dation eff ort, which took dacein the early 198G,
centered onthe purported bogst it would give to regional econamic growth. Y et, this
argument was too abstrad, and studies done to show that consoli dation would make pub-
lic services more dficient did na hold water. After merger was rejeded twice by voters,
the leadership of Projea 2000folded upthe organization and channeled their eff orts badk
into the chamber of commerce (Vogel 1990 103).

The return of the businessélite in 1983revitali zed the chamber. That sameyea, it
reauited atop econamic development exeautive, James Roberson, to the paosition d
chamber president. Robersonwas known for his ill sin aqquisition. Roberson kecane
the cantral figure in the dty'seffort in 1985,when the dty contracted with the dnamber to
take over tasks from the dty bureaucracy. The reorganized chamber seemed onits way
to winning the resped of the businesselite (Vogel 1990 104).

In 1986 the dty was putting its bureaucracy into order again. The dty andthe
courty had negotiated the Compact, clearing the way for ared consolidation d the re-
gion's econamic development effort. The path to greater pulic-private maoperation thus

also seaned clea. Just at this point, hovever, the chamber of commerce splintered
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again. James Roberson hed yet to attract amajor firm to the dty and waslosing the wn-
fidence of the businesscommunity. Roberson departed in 1988 which opened the doar
to ancther elite spinoff. Already in 1986 the |eaders of the area's larger firms had creaed
the Campaign for Greaer Louisvill g, intending it to be afundraising campaign within the
chamber. When Roberson bowed ou, the campaign was turned into a new puldic-private
partnership call ed the Greater Louisvill e Econamic Development Partnership (the " Part-
nership"). Publisher George Gill stepped in asitsfirst diredor. Charles Buddeke was
then hired to heal the hal owed-out chamber of commerce. Under this arrangement, the
chamber was clearly integrated under the Partnership and the adivities of both organiza-
tions were better coordinated. Equally importantly, the organization received steady
pubic fundng. Mayor Abramson and Jeff erson County Judge-Exeautive Harvey Sloane
were dso onthe Partnership's board. Their participation ensured the cordination o
Partnership adiviti es and those of the newly consoli dated Office of Econamic Develop-
ment of Louisvill e and Jefferson Courty.

The Partnership endured for 10 years before merging badk with the chamber of
commercein 1998. The processthat led upto the reconsolidationis rooted in the Part-
nership's own effort to develop a ammprehensive regional development plan. It came out
with the "Regional Econamic Development Strategy” (REDS) in 1993. Thisreport rec-
ommended areconsolidation d the Partnership and the chamber of commerce for the
purpose of coordinating the implementation d the regional ecnamic strategy. However,
this recommendation touched a sore nerve in the businesscommunity, and there was
some hesitation to reconsoli date the two businessorganizations. The businesscommu-
nity's first readtion was to commisson consultant RossBoyle to write ancther study.

Boyle's report, completed in 1996,confirmed the ealier recommendation to consoli date
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the Partnership and the dhamber of commerce 1n ameeting with locd |eaders, Boyle
presented hisreport in the form of a chall enge to businesslealers to target more narrowly
and ketter coordinate their effortsin order to become better than "average." Encouraged
explicitly by David Jones, Sr., businessleaders accepted the conclusions of the Boyle
report. The Partnership merged with the chamber of commerce in 1998to form Greaer
Louisville, Inc. (GLI). The dty and county governments gayed onas formal partners
within this pubdic-private partnership. GLI became thefirst organizationin Louisvill e
formally to unte dl four important playersin econamic development: both city and
courty governments, and bah small er and larger businesss.

GLI combines pulic and private interests s well that both insiders and ousiders
comment that the organization has evolved into a virtual shadow government. Indeed,
GLI isinvested with a great ded of de fado authority to shape the future of the Louisville
region, bu it isfreefrom the mrrespondng restraints of puldic accountability and demo-
cratic representation. The granting of so much pubic resporsibility to private adors does
come with some benefits, however, aslocd businessesin Louisvill e have been willi ng to
cary part of the burden of providing public goods. For example, businesses are impor-
tant suppaters of the area's pullic schods. Aslong as private businesses maintain their
image & patrons of the puldic welfare, and aslong as their adiviti es are seen as restricted
to econamic development palicy, most Louisvill e voters will be disinclined to bregk the

ali ance enboded in Greaer Louisvill e, Inc.

Targeting
Over the past threedecades, Louisvill e dites have creaed many economic devel op-

ment plans with targeting ideas. Indeed, the propensity of Louisvill e a¢orsto conduct
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studies has been a common point of criticism over the years, and the planning effort did
not result in ageneral targeting consensus until the 1990s. Table 5.6 lists the more

prominent efforts.

Table 5.6: Economic Development Plansin Louisville

DATE SPONSOR TITLE
1978 Louisville and Jefferson Co. Overal Economic Development Plan
1981/86 Chamber of Commerce Louisville Economic Inventory + update
1986 Louisville and Jefferson Co. The Comprehensive Plan
1987 Chamber of Commerce Forecast Louisville
1991 Chamber of Commerce Regional Economic Dev. Strategy
1997 Chamber of Commerce and Louisville  REDS Implementation Plan
Economic Dev. Partnership

In the 1970s, Louisville leaders, like many in large American cities, were concen-
trating on the broad goals of attracting white-collar jobs and retail business downtown in
an effort to replace lost blue-collar jobs and residents. No consensus was reached on
specific targets. Through 1987, economic development efforts "continued to be ad hoc,
driven by individua agendas and emphasizing [manufacturing] business attraction and
infrastructure projects’ (Savitch and Vogel 1996: 138). Policy was reactive and oriented
toward sustaining the existing base of firms. The airport expansion, although it involved
the kinds of financia and political risk-taking that clearly distinguishes entrepreneurial
efforts from traditional economic development policy, was reactive and likewise oriented
toward industrial conservation. The lack of a precise targeting orientation would be cor-

rected in the 1990s.
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The four groups invalved in econamic development that had been so fractionali zed
in the 198Gs finally came together in 1988 uner aunified organizational structure led by
the Greaer Louisvill e Econamic Development Partnership. An arganizationfinally
emerged that was in a pasitionto creae asingle targeting plan. It immediately set about
completing the expensive Forecast Louisville plan, which had been initi ated by Jim
Roberson and Don Swain o the chamber of commerceprior to the formation o the Part-
nership. The Forecast Louisville plan turned ou to be adisappantment to businessleal-
ers and was rejected amid all egations of improper use of study funds (Vogel 199Q 104).

After the fail ure of the Forecast Louisville plan, the Partnership focused much effort
on creding a practicable, consensua comprehensive plan between 1991and 1997.1n
1993,awidely accepted comprehensive plan was creaed after atwo-year planning proc-
essorganized by the mayor of Louisvill e, the Jeff erson county judge-executive, the
Gredaer Louisvill e Econamic Development Partnership, and the chamber of commerce.
This "Regional Econamic Development Strategy” (REDS) planning processalso included
250civic leaers, vaunteeas, and danning professonals. The REDS plan made specific
sedoral targeting recommendations that were dso suppated by the Boyle report.

A magjor innovation in the planning processwas initi ated after the pulication d the
REDS plan. Knowing that consensus buil ding was handicapped by the lack of sufficient
dataontrendsin the local econamy, the Partnership had all ocated funds for the devel op-
ment of statistica aids for the strategic planning processafter the publicaion o the
REDS report. Partnership leaders worked together with the dean of the University of
Louisvill €s business £hod and unversity faaulty member Paul Coomes to develop sta-

tistica todsfor the planning process Using Partnership funds, Coomes developed a
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locd econamic monitor that provides data useful for econamic development planning.
This monitor is gill in use (http://www.monitor.cbpa.louisvill e.edu).

An Implementation Plan Review Committeewas formed in 1993for the REDS re-
port. It wasthefirst study to benefit from the statisticd tods developed by Paul Coomes,
and this all owed some strengthened and more precise agumentsin favor of the particular
sedoral targetsidentified in earlier reports: logistics, distribution, iomedicd techndogy.
It recommended aid for entrepreneurs, stressed the neead to take are of existing busi-
nesses through expansion programs and techndogy transfer, and explicitly suppated
workforce development and infrastructure. Finally, the ommitteestressed the necessty
of continuing econamic monitoring for accountabili ty purposes. This plan has more re-

cent versions, bu the targets it set have remained essentially the same.

Coordination

In 1986,when Sloane left office to beacome Jefferson County judge-exeautive, eco-
nomic development efforts in the region were being conducted by at least a dozen argani-
zationsin an urcoordinated fashion (Shafer 1985). Coordination d adivity was radicadly
improved after the REDS report was released in 1993. In contrast to earlier plans, busi-
nesslealers foll owed up onthe release of the report with the creaion o the Implementa-
tion Plan Review Committee to "trandate the Implementation Plan into operational
terms.” (Joint Partnership-Chamber Implementation Plan Review Committee 1993 3).
Likewise, a "Visioning Task Force" was creded to develop an implementation o the
complementary Boyle Report in 1996.

In Louisvill e in the 199Gs—and continuing today—a large number of organizations

caried resporsibili ty for some aspect of econamic development. The Visioning Task
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Force went about roundng up existing or planned arganizationsin order to find ways to
coordinate their adivities under the new REDS vision. Itsfina report recommended the
credion d one organization to coordinate the numerous other small organizationsin-
volved in econamic development. GLI emerged as this organization. Over the @urse of
afew years, the "Visioning Task Force Report” plan has won formal recognition among
most organizations in the region as the guiding blueprint of the region's development ef-
fort. It has become the blueprint for coordination. The dty of Louisvill e and Jefferson
County even adopted the plan by ordinance as their official econamic development pal-
icy. The arrent version d the implementation dan is  widely accepted that one inter-
vieweehalf jokingly called it the region’'s "new mantra.”

With the "new mantra" of the Visioning Task Force Report, and with GLI carying
the resporsibili ty for overall coordination d efforts, ecnomic development in Greaer
Louisvill eis now coordinated to a degreethat surpasses even the formally planned eff orts
of European courtries. A hallmark of high coordinationisthe aility of local adorsto
mobhili ze businessinterests behind general improvementsin social welfare such as puldic
educaionandretraining. Getting businessesto help pay for such pubic goodsisthe
most difficult task in econamic development. In Louisvill g, thislink has been made in
several areas. One goodexampleisthe participation d Malcom Chancey and aher im-
portant businessleaders on the Louisvill e/ Jeff erson Courty Workforce Investment Board,
creaed under the U.S. Workforce Investment Act of 1998. The vision d the board isto
build "[a] skill ed workforcethat suppats businessattradion, retention and expansionin a
community that promotes sif sufficiency, ecnamic oppatunity and lifelonglearning for

itsworkers" (http://www.greaerlouisvill e.com).
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The Local Actor Network and its Changes

A 1971 rewspaper study of econamic development dedsionmaking "concluded that
'nobady redly runs Louisvill € and that the 'power’ structure was broad and fragmented"
(quaedin Vogel 1990 102). Interviewees, looking badk over the 198G and 199G,
identified the adorsin table 5.7 asimportant for econamic development. That network
resembles those in the other three dtiesincluded in this dudy and suggests that by the
199G, at least, there was indeed an elite group of adors "running” Louisvill e.

Using the reputational ranking method described in chapter two, datafrom 11 inter-
viewees were used to compil e the ranking presented in table 5.7. Mayor Abramson ac-
cumulated over 9% of the total votes cast. Three adors made it into the aghtieth percen-
tile, ten were in the fiftieth percentile, and 22in the twentieth. The simple ranking
glosses over institutional bases of econamic development adors (seetable 5.8). The data
from Louisvill ereveded noclear chrondogicd structure, aswas the caein aher cities.

The ador list refleds afew basic longterm charaderistics of econamic devel opment
in Louisville. Generally, the actor network can be described as a small group of promi-
nent pulic-sedor adors who cooperated with alarge and broad group of businesspeo-
ple. Businessassociations like GLI were dso of periodic importancefor thrusting new
leaders into the network, today more so than ever.

Public-sedor adors were few in number but stablein their configuration. Louis-

vill €s mayor was always an important figure, and interviewees recognized Mayor
Abramson as important more frequently than any other individual. Actorswith a power
base solely in courty government do nd show up onthelist of important individuals.
Although the munty as an organization dayed an important role in negotiations with the

city over the structure of cooperationin econamic development, the munty's econamic
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Cumulative

Name Position Vote Share Total

Abramson | Mayor (D) 9.3%% 9.3%% 1
Chancey | CEO, Liberty Bank 7.43% 16.8% 2
Jones, Sr. | CEO, Humana Corporation 5.9%4% 22. %% 3
Sloane Mayor, Judge-Exeautive (D) 5.4% 28.2% 4
Roberson | President, chamber of commerce 4.13% 32.3% 5
Taylor Dean, bwsiness €hod, U. of Louisville 4.09%6 36.%% 6
Wagner President, Jewish Hospital 4.08% 40.3%6 7
Budoeke | Buddeke Industries, chamber of commerce 3.55% 44.1% 8
Corradino | Corradino Group Engineering Consultants 3.28% 47.3% 9
Dashner Superintendent of schods 3.13% 50.890| 10
Gill Publi sher, Louisville Courier Journal 3.12%% 53.66| 11
Cobb Louisvill e Econamic Dev. Partnership 2.9%% 56.890| 12
Shumaker | President, University of Louisvill e 2.88% 59.%6| 13
Lunsford | Kentucky secretary of commerce 2.76% 62.26| 14
Hae Chairman, Louisvill e Gas and Electric 2.5%% 64.86| 15
Jones, Jr. | Humana Corporation 2.5%% 67.%6| 16
Riehm Deputy Mayor (appanted) 2.21% 69.66| 17
Swain President, University of Louisvill e 2.21% 71.86| 18
Nichads NTS Development Corporation 2.1%% 73.9%| 19
Bingham | Owner, Courier Journal and aher media 2.10% 76.00| 20
Harden Chairman, 1st National Bank 2.10% 78.1%| 21
Brown Governor of Kentucky 1.8%% 80.06| 22

Twentieth Per centile Cutoff
Total Number of Actors Mentioned at L east Once 36

development effort was always snall relative to the dty's. The munty does nat give the

judge-exeautive ntrol over the kind d resources that would push him/her forward into

the list of important adorsin regional econamic development. The one wunty ador who

shows up onthe list, Harvey Sloane, had been mayor of Louisvill e and active in ea-

nomic development before becoming courty judge-exeautive.

Louisvill eisthe only city of the four studied in which na asingle puldic administra-

tor appearsin the reputational ranking. This underscores the degree to which the tradi-

tional tasks of the pulic sedor have been "outsourced" to the private sedor organizations

asciated with the chamber of commerce. The only non-€elected pubic official onthe



Table5.8: Important Actorsin Louisville Economic Development

Elected Officials
Mayor
Harvey Sloane (19741977, 1982-1985, also Judge-Executive
of Jefferson County)
Jerry Abramson (19861998)
Joan Riehm, Assistant to Abramson

Bureaucrats
None

Higher Levels of Government
Governor
JohnY. Brown, Jr. (1979 —1983)

Kentucky Secretary of commerce
Bruce Lunsford (in the Brown Administration)

J.D. Nichols, NTS development corp.

Organizational Leaders

Others

University of Louisville
Donald Swain, President (also chamber of commerce)
John Shumaker, President
Robert Taylor, Dean of BusinessSchod

Public Schools
S. Dashner, Superintendent of Schodls, Louisville

Business L eaders

Individual Executives
David Jones, Sr., Humana David Jones, Jr., Humana
Hank Wagner, Jewish Hospital Joe Corradino, Corradino Engineering,
Malcom Chancey, Liberty Bank Airport Authority

Roger Hale, Louisville Gasand Eledric ~ George Gill, Louisville Journal Courier
Barry Bingham, Lou. Journal Courier Leonard Harden, 1st National Bank

Donald Swain , chamber of commerce Charles Buddeke, chamber of commerce
James Roberson, chamber of commerce Doug Cobb, G.L. Econ. Dev. Partnership
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ranking is Joan Riehm, but she was deputy mayor under Jerry Abramson and served as

coordinator of econamic development issuesin his administration. She enjoys the repu-

tation among some interviewees of having been the "brains" behind the e@namic devel-

opment strategy of Abramson's administration, complementing Abramson's ill s as
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mediator and motivator. Sheisalso, incidentaly, the only woman in the twentieth per-
centil e of areputational ranking in any of the four cities under study.

A clea and important change in the network was the rise of Mayor Jerry Abramson
after 1986to become its most important actor, but he did na single-handedly change
eoonamic development in the dty. His administration was thefirst to benefit from the
state's dedsion to lengthen locd term limitsin that year, and the lengthening of term lim-
its probably represents a aqucia change in econamic development pdliti csin Louisvill e.
Abramson served from 1986to 1999. Thiskind d continuity was not passblein Louis-
vill e before term limit reform, and which gave Abramson’'s econamic development staff
the time it neaded to become & equally expert and conrected as their private sector col-
leagues. Increased professonalizationis observablein ather areasaswell. It is an estab-
lished pradice anong top Louisvill e leaders, for example, to use severa offices (mayor,
city alderman, courty judge, and judge-exeautive) as depping stonesin pditi cd careers.
This also increases continuity.

The businesscommunity has always dominated Louisvill €s econamic development
network in terms of numbers, and the particular individuals involved in the network
changed remarkably littl e from the late 197Gs into the 199G. A small group d top busi-
nesspeople, including Malcom Chancey and David Jones, Sr., was adive over avery
long period of time. Perhaps aurprisingly, nosingle dique of businessleaders can be said
to have dominated econamic development planningin Louisville. On the @ntrary, the
interest and activity of particular individuals waxed and waned. Rather than atight
clique of dlites, in Louisvill e there was apod of businessleaders who were willi ng to
step in and take on particular projects and then step badk again. Thisexplains, in part, the

remarkable number of private businessadors who appear in the reputational ranking.
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This ador structure dearly influenced the way in which Louisvill e adors went about
identifying and completing projeds. All of the projeds identified by interviewees as
succesgul were relatively small and each was managed by a different group d actors,
usually consisting of Mayor Abramson and several private sedor leaders. At times, the
venerable dors of the private sedor initi ated the projeds (Jones, Sr. and Chancey are well
known examples). At other times, they were reauited into a projed by the mayor (Cor-
radino and Buddeke ae examples).

Uniqueto Louisvill e dso isthe pasition d both recent presidents of the University of
Louisvill e and the long tradition d cooperation between city leaders and the university.
Don Swain was president of both the university and,in 1987, & the chamber of com-
merce. Current president Shumaker has the reputation among interviewees of having
improved onSwain's record of cooperation. Interviewees note dso that cooperation hes
improved between the university and the state of Kentucky and the state's Congressonal
delegation duing Shumaker's term of office. With Robert Taylor, dean of the business
schod, Louisvill e has three university officialsin its reputational ranking, more than any
other city studied. Louisvill e has the best university-city relations of all four cities.

Severa businessactors interviewed for the study maintain that the businesscommu-
nity in Louisvill e has become much more diff use over the past decades as ©me influen-
tial members exited withou being replaced by others. Mike Harreld, the former chair of
PNC Bank of Kentucky, isknown for making the argument that these personnel changes
reflect along-term transformation in the businesslealership in the Louisville aea. The
traditional Louisvill e businesselite mnsisted of 50to 60wedthy locd families who had
built up manufaduring in the dty after the Civil War. These families prospered urtil the

197G, at which time they started selli ng off their businesses. This creaed a significant
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shift of locd ownership, so that local famili es became shareholders rather than owners.
This had a big impact on the pdliti cd and econamic aulture of the daty, for the group d
businesslealers who could have cme together to "run" an econamic development pro-
gram in the dty were losing their power bases.

A related change istypified by Doug Cobb,the last chairman of the Louisvill e Eco-
nomic Partnership before it became GLI. Cobbrepresents the new generation d business
leadership in Louisvill e because heis an individual who budilt i nfluencein econamic de-
velopment from within a strong businessinterest group (the Partnership) rather than from
within alarge private firm. Inthe 19805, when the organizational |andscgpe was in flux,
this worked the other way around. Established €lites creaed new organizations. Now,
establi shed arganizations are helping to creae new members of the dite. Some inter-
viewees perceive thisto be aweaknessin the network, as the younger businessleaders do
not have the stature or resources of individuals like Chancey or Jones, Sr. However, the
waning strength o old elites hasits positive side, for it has creaed the condtions all ow-
ing for the entry of new businessleadership. Through the 199Gs at least, there was thus a
very large pod of individual businessexeautives and leaders of businessorganizations

who were adivein econamic devel opment.

Importance of State and National Governments

Higher governmental adors do nd occupy prominent paositionsin Louisvill €'s repu-
tational ranking in comparison to the other cities. The only two state or national govern-
ment officials that appear in the reputational ranking are Governor JohnY. Brown, Jr.
and his Commerce Secretary Bruce Lunsford. Brown was a Louisvill e-based business-

man o historicd importance Heis given credit for initi ating the "Forward Louisvill €
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organizationin 1982and wanting to dosomething abou the areds sagging econamy
(Voge 1990 102). Lunsford sat onthe board of "Forward Louisville." It isremarkable,
however, that Brown and Lunsford were in dffice before most of the successul projeds
in Louisvill e were undertaken. This suggests that state and national government officials
were not resporsible for strategic palicy choicein Louisvill e.

Institutional reform has made adifferencein the relations between Louisvill e and the
state government, increasing the state's institutional cgpacity and pdentia locad impad.
Just asin Louisvill e, the one-term limit that once gplied to the governor was recently
lengthened to two terms. This reform has lent more @rtinuity to the governor's office
Oneinterviewee ¢aims aso that this has led to more longterm thinking and greater ex-
pertise in econamic development at the state level in comparisonto the 198(. Y et, the
ingtitutional reform of longer term limits has not yet made ancticed impact on the im-
portance of state actors for Louisvill e econamic devel opment.

City, courty, state, and federal adors have moperated in econamic development, as
noted above. Moreover, al | evels of government made resources avail able for the fund-
ing of the arport expansion, and several levels of government cooperated in fundng riv-
erfront development projects. Thus, Louisvill e dways benefited from state and rational
government fundng, bu the anourts the dty received were not particularly large in
comparisonto ather Kentucky cities. Nor were particular state or national governmental
officials regarded as influential after JohnY. Brown left office.

Oneintervieweeopined that party padliti cs cleaves the levels of government. Louis-
villeis gill dominated by "Dixieaat" (conservative Democrats) pdliti cians, whereas the
state assembly and the state's U.S. House and Senate delegation are dominated by Re-

publicans. Thishas grained intergovernmental relationsin the past.
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Dynamics of Coalitional Decisionmaking

There was little change in the individual s working in economic development from
the early 1980s to the 1990s, with the exception of Abramson and the newest clutch of
business association leaders. However, their activities suddenly became much more
strategic in the later 1980s. How was this possible, and why did the transformation of the
Louisville economic development network occur when it did?

One important change occurred with the entry of Jerry Abramson to the office of
mayor in 1986. Indeed, Abramson is considered the most important single actor involved
in economic development over the past fifteen years, and his tenure coincides with the
period of heightened activity and strategic choice. Yet, he aloneis not responsible for
these successes. Abramson did not know how successful his administration was going to
be in economic development, and, unlike Buddy Cianci in Providence, the changes that
he helped to direct later were not on his election campaign agendain 1985.

The election of Abramson also coincided with the extension of term limits and the
completion of the Louisville/Jefferson County Compact. These ingtitutional reforms laid
the groundwork for better coordination among public-sector actors; they also made pub-
lic-sector participation in public-private partnerships more effective.

Despite the significance of these changes in personnel and institutional structures
around 1986, they were not on their own sufficient for spurring the strategic choices
made later on. Thetiming of transformation was dependent on a number of factors that
underscore the importance of decisionmaking dynamics.

Interviewees stress the trepidation with which they approached economic develop-
ment projectsin the early 1980s, even after the de facto consolidation of city-county gov-

ernment. The confidence of network actors increased only gradually, beginning after the
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aqquisition d the headquarters of the Presbyterian Church USA. Thiswasthe dty'sfirst
aqquisition d amajor "corporate" headquarters and the first time the dty won a head-to-
head competition with aher cities. Severa of the central adorsin the dty pointtoit asa
spirit-buil der for the econamic development community, aturning point in their self-
confidence. Exadly oneyea later, Abramson and the businesscommunity began im-
plementation d the arport expansion grojed. Thiswas another spirit-building victory
for dlites, although it invalved a bitter pdliti cd fight. In the words of one interviewee the
airport expansion was the kind d expensive, controversia, "hard" projed that Louisvill e
pubic-sedor actors had na been able to pul off upto then, indicating that airport expan-
sionwas awatershed event. It transformed the "rookie" Abramsoninto the position d an
establi shed leader. Interviewees report that he foundit easier to mohili ze suppat for eco-
nomic development adiviti es thereafter.

Looking at the chrondogy of "succesul” activities and projeds, we seethat they all
foll owed the aquisition d the headquerters of Presbyterian Church (USA): the expan-
sion d the arport for UPSin 1988,the Metropditan Coll ege Project, and the "Bucks for
Brains' project. A possble exception was waterfront development, which began with the
city's purchase of riverfront brownfield property in 1985 although the design and con-
struction d this projea occurred later. This pattern confirms the actors' own analysis that
ealy successes built confidence and increased aspirationsto domore.

Another characteristic pattern of dedsionmaking is that publi c-sector adors took
advantage of oppatuniti es identified by private sedor leaders using solutions suggested
by private adors or worked out as deals between pubdic and private adors. In apattern to
be repeated, David Jones, Sr. approached the mayor about the oppatunity to acquire the

Presbyterian Church USA healquarters, suggesting that the church be offered abuil ding
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owned by Humana Corporation. With this offer in hand, Abramson seded the ded. Re-
portedly, the arport expansionwas smilarly initiated, when private sedor leaders ap-
proached the mayor's officewith information that UPSwasin need o alarger airport
fadlity and was considering leaving Louisville. Mayor Abramson then sat down with
private sedor leadersto plan the expansion reeded by UPS

This pattern is interesting because it confirms Paul Peterson’s expedations that loca
governments can receive information from the "marketplace” abou the dfedivenessof
pubic padlicy (Peterson 1995 25). Louisvill e showsthat this exchange of information
can be dfedively made onapersonal level. The repeated cases in which market actors
cdl ed attention to market oppartunitieslends a grea ded of credenceto this assumption
and the related argument that locd government can be more efficient in setting econamic
development pdlicy. Quitein kegping with Peterson's theory, we can conclude that mar-
ket adors are most useful for aiding strategic adion when they provide publi c-sector ac-

tors with information abou market opportunities.

L ouisville: Conclusion

Although econamic development adivities have dways been commonpacein Lou-
isvill e, nore of the adivities completed before 1986are airrently recognized as siccess-
ful by local adors themselves, even those who were active in the early 1980. Among
interviewess, there is a mnsensus that the dty's econamic development effort redly
started with Mayor Abramson'sfirst term in officein 1986. Before then, the eonamic
development system was handicapped by organizational fractionali zation and alad of

spedfic targeting goals.
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It canna be said that a change in the personnel of the local econamic development
network necessarily made strategic palicymaking more likely in Louisvill ein the 199Gs.
Actors in econamic development did na change much. Rather, they finally arrived at a
consensus over goals in econamic development at the end of the 1980. The processof
creding a unitary pulic-private partnership in econamic devel opment made an agree-
ment on goalsin econamic development possble for the first time, resulting in an effec-
tive transformation o the network. Finally, after the 1986 L ouisvill e/Jeff erson Courty
Compad, the pdliti cd and bsinesslealership becane quite stable and was able to be-
come more and more sophisticaed in its econamic development skill s.

Although intergovernmental aid was essential for some projects, it canna be said
that the increase of econamic development adivity or the transformation d the govern-
ance network's targeting goals after 1986is explained by the impact of state or national
governments. Kentucky granted relatively littl e money to Louisvill €'s projeds, and state
or national officialsdid na influence the dty'stargeting dedsions.

For explaining changesin Louisvill e, the dynamics of dedsionmaking seam to be
most important. Beginning in 1986 ,the dty put together along string of successul proj-
eds garting with the aquisition d the Presbyterian (USA) headquarters and airport ex-
pansion. These activities gave the existing pulic-private network confidence in its abil-
ity to compete on the national scene. Most remarkably, aspirations to domore were
channeled into bah new projedsandinto aregional planning effort. Althoughthe sub-
sequent planning processwas beset with setbadks, Louisvill e atcors were finally able to
draft what would become awidely accepted comprehensive plan. Thus, the planning
processitself spurred further, more detail ed planning that culminated in the creation o

Greaer Louisvill e Inc. and aregiona development plan that is accepted as a"new man-
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tra" by the many organizations doing econamic development in the dty. Due to the way
in which it readed its current consensus, Louisvill e now nat only has alarge number of
adors and aganizations working in econamic development, bu the adivities of each are
explicitly coordinated uncer asingle planning document. This puts Louisvill e leadersin
the uniquely advantageous position d being ableto dred alarge variety of activities,
steaing the dforts of alarge number of people who are dedicaed to, and interested in,
locd econamic development. This dructure can be explained ony as the product of a
long series of decisions, ead o which bult onthe results of previous adivities, and
which began to buld pasitive momentum after the dty's first succesful major aayuisition

effort in 1986.

Findings: L essons from the Nonstrategic Cities

Econamic development effortsin bah Louisvill e and Augsburg were moderate and
oriented aroundtraditional todls and targetsin the 1970s and 198@&. Neither city re-
sponckd to deindustriali zation strategically. Yet in ead city, worries abou deindustriali-
zation among businessand publi c-sector |eaders were in evidence. Why did these wor-
ries not turn into strategic adion?

Whereas the cmmparison d the strategic dties of Dortmundand Providence done
tended to confirm expedations abou the importance of the four fadors thougtt to have
an impad on strategic choice, the control cases of Augsburg and Louisvill e chall enged
the expedations of the literature. A puzzle was also presented by the striking transfor-
mation d Louisvilleinthe 199Gs. Understanding this transformation recesstated an
extension d the period d comparison, which then reveded further puzzles abou the in-

terdependence of the four factors.
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Urban Governance Coalitionsand their Transformation

A first puzzling finding from the control studiesisthat afunctioning coalition of
public and private actors was present not only in the strategic cases of Dortmund and
Providence, but also in Louisville in the 1980s, when that city had not put together a
strategic response to decline. Indeed, coalitionsin all four cities shared similar charac-
teristics. Prominent representatives of public and private institutions were prevaent in al
of the reputational rankings, and good working relations between these public and private
actors were evidenced by their own testimony. All of the cities had about the same num-
ber of actorsin their networks, and the distribution of influence among actors was also
about the samein al cases. Among these four cases, then, urban governance coalitions
were ubiquitous, strongly suggesting that they serve to make strategic action easier only
under certain conditions.

Louisville shows that good relations among public and private actors is not enough
to create an effective governance coalition in economic development. Rather, continuity
of leadership, consensus over goals, and expertise are also necessary. All four of these
qualities characterized Dortmund and Providence very early on; in Louisville, they
emerged gradually. And only after they began to characterize the Louisville governance
coalition was this group of actors able to carry out projects and policies that are recog-
nized today as successful. This pattern provides further evidence that the existence of a
working public-private governance coalition is necessary for strategic policymaking in
declining cities, and it also confirms the hypothesis that networks are more likely to be
strategic when they transform themselves after the onset of economic decline locally.

One factor corresponding with strategic policy choice was correctly hypothesized in

the second proposition: those cities are more strategic in which the preexisting economic
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development coalition was transformed after decline. In all cases where strategic re-
sponses emerged (Providence in the 1970s, Dortmund in the 1980s, and Louisvillein the

1990s), the network created a new policy agenda before new activity was compl eted.

Higher-Level Governmental Aid

In the cases of Dortmund and Providence, higher-level government aid seemed to aid
strategic policymaking. In those cities, actors acknowledge their privileged relationships
with state and national government actors and the degree to which local projects were
dependent on the funding support of higher-level governments. At the sametime, itis
clear that Louisville and Augsburg received amounts of higher-level governmental sup-
port that were simply normal for other citiesin their respective states. This suggests that
intergovernmental aid makesit easier for local governmentsto act strategically in federal
systems, contradicting the expectations of Paul Peterson. However, extending the time-
frame of comparison for al four cases reveals that the privileged relationship with state
government enjoyed by Dortmund and Providence did prevent areduction in the degree
to which policy was made strategically in the 1990s, even as Louisville did not enjoy a
privileged relationship with state or national government actors when it began to make
strategic choicesin the 1990s. Further, Augsburg is still relatively nonstrategic, although
it has benefited from the greater activism of state-level actors since the early 1990s.
Moreover, although relations among local and higher-level governmental officials were
more personalized in Dortmund and Providence, and both of these cities received high
amounts of intergovernmental aid, higher-level government officials are present in the
reputational rankingsin all of the cases and all cities received some kind of aid. Thus,

one cannot conclude that higher-level governments determined strategic action. This
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leaves ome important questions: is a privileged intergovernmental relationship itself
condtioned by other factors, and urder what condti ons does this relationship acdually

make strategic choices more likely?

Dynamics of Coalition Decisionmaking

The study of strategic dties suggested that severa key elementsin the dynamics of
codliti onal dedsionmaking are important: aninitial crisis stuation that galvanizes elite
opinion and the way that padlicy successfeeds badk into the walitionto boast the aspira-
tions and confidence of the aalition. However, the control studies ow that this con-
nedionis nat straightforward. Augsburg public officials and private sedor representa-
tives were successul in some of their earliest efforts, yet their network did na subse-
guently become espedally strategic. Moreover, Louisvill esfirst effortsto increase eco-
nomic development adivity in the 1970 and 198@ produced results that were widely
criticized in the press Thus, the @ntrol studies show that early successcanna onits

own explain why some dties act more strategicdly than athers.



CHAPTER 6
FINDINGS AND IMPLICATIONS

Comparing only thase German and American citi es that responded strategically to
deindustriali zation confirmed the expedations gathered from the literature. Cities that
made strategic palicy dedsions also had working codliti ons in the sense of the urban re-
gime goproach, and the transformation d these aaliti ons' goals occurred before new
palicy directions were taken. Higher-level government aid was high in the strategic at-
ies. Finaly, bah strategic dties were charaderized by similar patterns of decisionmak-
ing dynamics. However, the experiences of the norstrategic, "control" cases presented
some surprises and chall enges to existing expedations. The biggest surprise was are-
markable transformation d Louisvill €s econamic development system, which over the
course of the late 1980 and ealy 19905 began adopting pali cies more strategicdly than
any other case. Thistransformation may serve & amodel for other cities eeking to im-
prove their econamic development systems, but understanding it necesstated extending
the period d comparisonfor al four cases from the end d the 198G into the 199Gs.

Policymaking in the strategic dties of the 198Gs—Dortmundand Providence—
becane less srategic in the 199Gs. This presents afurther puzze, suggesting that the
structures identified produce strategic outcomes only under certain circumstances.

This chapter offers a general explanation o why some dties are more strategic than
othersin respondng to econamic change, why strategic adion accurs when it does, and
what fadorsin strategic dties frveto undermine their ability to ad strategically over
time. A comparison d both strategic and norstrategic aties shows that most important

for making strategic choices easier are indeed the structural elements of coaliti ons and
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intergovernmental relations. Strategic actionrequires a aalition d private and pulblic
adorswho transform their goal agenda dter dedine and who recave higher governmen-
tal aid. Yet this begsthe question d why and when coadliti ons are likely to transform
their goal agenda, and the timing of change is closely related to the patterns related to the
sequence of decisionmaking: crisis, ealy success and paitive feedback. These dements
influence dso the maintenance of strategic dedsionmaking capacity over time.

The study's findings have important impli cations for federalism theory, urban regime
studies, using aggregate datain investigations of locd padlicy adoption, the pradice of
locd econamic development, and international comparisons of local government. These
are explained below. Concluding refledions foll ow onthe relationship between e-

nomic development and equity in the dty.

Propositions
Do Urban Governance Coalitions M atter ?

The first propasition was that a working puli c-private governance @aliti on—key
public and private actors who are well known to each ather and who cooperate repeatedly
on dfferent palicies and rojects—makes grategic adion passble. The study showed
that governance waliti ons indeal were necessary for strategic resporses to dedine but

that they make asignificant impact only in conjunctionwith ather factors.

Governance Codliti ons are Ubiquitous

As expeded by the urban regime gproach, al of the activities that are mnsidered
succesgul by local adors were completed by coaliti ons of adors cooperating acrossin-

stitutional boundries. These waliti ons repeaedly cooperated on dff erent projects and
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usually involved the four key actors identified by local governance studies: private busi-
nessrepresentatives, local eleded officials, bureaucrats, and state or national government
officials. However, thereisno recessary conrection ketween puli c-private governance
codliti ons and strategic action. All of the dties had codliti ons, whether they acted strate-
gicaly or nat, and all coaliti ons were similar in structure.

The fact that the four cases' dedsionmaking networks in econamic development
were very similar on all measurable structural dimensions was quite surprising, given
variation in the national context of palicymaking, the number and kinds of people inter-
viewed, and the relevant time period d palicymaking in al four cities. One might even
speaulate that size, demographics, and econamic base make littl e impad on retwork
structures. In all of the networks, key businessand pditi cd leaders were referenced in
the reputational rankings as important adors, andin every city, it was very clea ether
from interview data or newspaper reports that the most influential individuals had worked
with ead ather on aregular basis on dfferent econamic development projects and pdi-
cies. Many of the same kinds of basic institutions were represented in all four networks:
mayors' offices, businessasociation lealers, individual businessexeautives, and higher-
level government officials. Further, about the same number of actors made it into the
eightieth andfiftieth percentiles, indicating that influence was concentrated similarly in
all ceses.

Figure 6.1 showsthe distribution o influencein all four networks. The fictional
cases of the hierarchical "BossTown" and the plural "Democracy Town" aid in inter-
preting these data. 1n BossTown, it isimagined that atotal of twelve individuals were
mentioned as important, whil e just one person accumulated most of the "votes' cast by all

interviewees. Thus, only the "baoss' comprised the eghtieth and fiftieth percentiles. A
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Figure 6.1: Networks Compar ed

total of eight individuals made it into the twentieth percentile. In Democracy Town, it is
imagined that atotal of 40 individuals were mentioned as important. The "votes' cast
were perfedly evenly distributed so the distribution d influenceis perfedly even—eight
individuals can be placed into the each percentile cdegory. Theill ustration d network
influencein figure 6.1 shows the two ways in which network influence structures can
vary. First of al, the more plurali stic the network, the more membersit will have & all
percentile levels. Thus, their "curves' are higher onthe y-axis. Seand,the more plural-
istic the network, the more people mmprise the eghtieth andfiftieth percentilesrelative
to the larger group of those in the twentieth percentil e.

Looking at the data from the adual cases, the distribution o influence was remarka-
bly similar in al four cases. They all fal close together between the two extreme, fic-

tional cases. One difference separates them, however. The number of individuals who
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comprise the twentieth percentile on Dortmundand Louisvill €s reputational rankingsis
relatively large, compared to Augsburg and Providence. Thisimpliesthat Dortmundand
Louisvill €'s networks were more egalitarian in the sense that a greaer diversity of influ-
ential adors was adive in these two cities.

The one distinguishing element these dties shared was the presence of university
personrel in their networks. Louisvill €s network was augmented further by alarge num-
ber of individual businessexeautives, while Dortmund's network was enlarged by
individuals based in establi shed ingtitutions: the daty council, the pulic bureaucracy, the
chamber of commerce andthe unions. In Augsburg, these same institutions were repre-
sented in the network (excepting unions), but each institution pu forward fewer "influen-
tia" individuals. The small size of Providence's network refleds the extraordinary conti-
nuity of pdliticd and bisinessleaders over the past twenty-five years. Despite these dif-
ferences, hawever, the number of adorsinvaved in eac city, and the way in which in-

fluencewas distributed among them, is remarkably similar.

Fadors Conditi oning the Impad of Governance Coaliti ons on Strategic Action

Both strategic and norstrategic dties had "governance aalitions.” Y et for some
reason, the members of coaliti onsin the strategic dtiesfoundit easier to cooperate acoss
ingtitutional boundaries, gaining market information and making strategic dhoices over
longer periods of time. What factors eased this processin the strategic dties but which
were asent in the others? This gudy points out several, including unitary public and
private ingtitutions, continuous mayoral |eadership, and elements of decisionmaking dy-

namics including a symbalic emnamic crisis and the successof early resporses.



282

Party Competition, Mayora Leadership, and Private Sedor Unity

The caes here suggest that the coperation within governance @aliti ons works best
when party competitionis low, when mayoral |eadership is continuows, and when private
sedor ingtitutions are unitary. These ae factors that are directly relevant to regime func-
tioning but that have been overlooked by regime theorists.

A study of Leipzig's ecnamic development system in the early 199Gs concluded that
the ladk of interest of the dty council in what the eonamic devel opment network was
doing made innovative and strategic palicymaking easier (McGovern 1997 196). The
cases here suppat asimilar conclusion: party competition impedes drategic pali cymak-
ing, for party competition was neutralized in al cases except Augsburg. Party competi-
tion dvided Augsburg's pdliti cd adorsideologicdly, indiredly prevented the growth of
a alture of cooperation between the puldic and private sectors, and resulted in the dis-
continuity of mayoral leadership. None of the strategic dties had similar problems. Dis-
continuity in mayoral leadership was also charaderistic of Louisvill e, but only until 1986,
when term limits were extended. Providence and Dortmund had mayors who were
among the longest servingin their courtries' modern histories.

A clea ingtitutional diff erence between the American and German citiesis the highly
unified nature of businessrepresentationin Germany. The private sector in Dortmund
and Augsburg was highly unified eally on. Businessleadersin Providence dso arrived at
an ealy, stable institutional solutionto their organizational problems. Private seaor
leaders were most fadiousin Louisvill e, and eff orts in that city were not strategic until
the businesscommunity finally arrived at a functioning agreement over the structure of

businessrepresentation in ecnamic development in 1988.
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Although private sector unity, low party competition, and mayoral continuity seem
to be necessary aids to strategic policymaking, these factors did not make for strategic
policy on their own. Rather, these factors are important because without them, the suc-
cess of public-private governance coalitionsis blocked. It was always the coalition that

got things done, not mayors or individual institutions working on their own.

The Importance of Decisionmaking Dynamics on Coalition Building

Decisionmaking dynamics significantly influence the ability of coalitions to act stra-
tegically. They also filtered the effects of intergovernmental relations on strategic action,
but this effect and the general observations about the importance of decisionmaking dy-
namics are discussed separately below.

The experiences of the cities studied here suggest that the goals of coalition members
must be first galvanized and then encouraged to further action by particular elements of
decisionmaking dynamics. First, both strategic cities experienced a specific crisis that
galvanized elite opinion around particular goals and targets. Second, both had the good
luck of experiencing an early success with their policy responses to decline. Success
meant that early decisions in Dortmund and Providence had a "feedback™ effect, whichin
these cases served to increase the aspirations and confidence of the public-private coali-
tion that had sponsored early projects.

Judging from the comparison of the strategic cities of Dortmund and Providence, the
occurrence of a particular crisis event can contribute to rapid, strategic policy choices.
Such acrisis need not objectively threaten fiscal stability. The shocks experienced in
Dortmund and Providence served to rally elite opinion despite the fact that neither event

implied a significant threat of fiscal crisis. Whereas most studies of coalitional change
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focus on the hypothesis that local coalitions transform themselves in reaction to fiscal
crisis rather than job loss per se (Pagano and Bowman 1995: 26; Pecorella 1987), this
study suggests that elites actually may be more sensitive to events that symbolize the
negative effects of economic decline, rather than those long-term trends that actually
cause decline.

At the same time, the control cases of Augsburg and Louisville demonstrate two im-
portant lessons about economic shock. In neither Augsburg nor Louisville did coalition
members report that their actions were motivated by an economic "shock," as did actors
in Dortmund and Providence. Asaresult, elite opinion regarding what to do about eco-
nomic decline was not quickly galvanized during the first years of economic decline.
The experiences of Augsburg and Louisville show that particular crisis events like plant
closings may also be simply ignored by elites, and Louisville shows that coalitions can
transform themselves and agree on targets for responding to industrial decline without
being spurred by asingular crisis.

While the control cases show us that responses do not necessarily follow from crisis,
the studies uncovered an underappreciated effect of crisiswhen it does. When crisis
catalyzed responses in Dortmund and Providence, ideas about policy alternatives became
focused on narrow targets and goals that were related to the crisisitself. In Dortmund,
the steel crisis focused goal-setting on layoffs and attracting jobs in sunshine industries.
In Providence, urban decay focused attention on downtown redevel opment.

Another element of decisionmaking dynamics that had an impact on the governance
coditionsin the strategic cities was the success of their first policy reactions to decline.
In Dortmund and Providence, early success initiated a snowballing process that served to

aid strategic action in the 1980s. Early successes strongly impacted the course of deci-
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sionmaking in Dortmund and Providence by making later adionin the same padlicy area
much easier. Early successes boosted the mnfidence and aspirations of emerging actors
in the network who hed initi ated the new projects and encouraged them to try to domore
in that one particular area. Successaso made it easier for these original suppatersto
persuade more members of the local network to join simil ar, subsequent efforts. Inthe
case of Providence and, later, Louisvill e, successalso served to increase the respect paid
to newly established arganizations, thus auring their permanence. This srvedtoin-
crease the overall organizational cgpadty and complexity in bah cities, which areim-
portant elements for aiding strategic action. Early successalso made it easier for local
adorsto persuade higher-leve officials to suppat similar, subsequent efforts.

Althouwgh early success gansto be important, it canna alone be part of an explana-
tion d the emergence of strategic palicymaking in all cities. Louisvill e experienced a
very similar snowballi ng dynamic in the late 19805, despiteits pdlicy failuresin the early
19805, and Augsburg's system fail ed to become more strategic despite some early palicy
succeses. The ontrol cases of Augsburg and Louisvill e instruct us abou why success
of ealy pdlicies smetimes aids and sometimes blocks grategic adion. They suggest
that the impad of successis smple: it reinforces the aspirations and confidence of thase
individuals who aiginally supported the padlicy. Augsburg's coaliti on enjoyed some suc-
cessinitsresporse to dedinein the 198Gs. The feedback from these successs, however,
did na encourage more activism because the palicy successes were redized by two df-
ferent pulic and private fadions working independently of each ather. Asaresult, bah
groups could claim credit for successul palicies  that the feedback eff ect of success

reinforced the existing institutional boundxries separating private and pubic sedors.



28€
Thisiswhy successin Augsburg did na have the reinforcing effect on development ac-
tivity that it had in Dortmundand Providencein the ealy 198G and in Louisvill e later.

The experience of Louisvill e reinforces the implicaion o the Augsburg case that
feedback contributes to boasting pulli c-private woperation and makes grategic ded-
sionmaking easier only if arenewed public-private aalition can claim credit for success-
ful projeds. In Louisvill g, early eff orts were nat particularly successul. So, the paositive
feedback eff ect of econamic development projeds was lacking. This changed in the
19805, however. Louisvill e actors report that successful projeds after about 1986 rad the
eff ect of buil ding confidencewithin the e@namic development network. It is remarkable
that two crucial changesin the governance waliti on hed taken place just prior to that: the
formal regulation d city-cournty cooperation and the extension d the mayor's term limits.
Projeds after these reforms were, for the first time, initiated by the same constellation o
key adorsthat condwcted pdicy into the 199Gs. Dortmundand Providence had similar
experiences: networks were formed or "re-formed,” puldic and private sedor institutions
consolidated, continuity in mayoral |eadership was establi shed, and then successes made
strategic decisionmaking easier later.

The finding that the sequence of dedsionmaking effeds the aili ty of local coaliti ons
to ad strategicdly sheds new light onthe Olson and Hirschman debates on the aili ty of
organizations to cope with dedine. The e@namic development organizations gudied in
this reseach fluctuated between the sclerotic state condemned by Olson, in which new
"voices' are not sought, and a state in which new voices for reform are actively mobili zed
and empowered. What is most surprising is that the very abili ty of an organizationto

mobhili ze voice d an ealy time point may make it sclerotic at alater time point. Whereas
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crisis opened codliti ons to new ideas, successwas the single most dangerous barrier to

aacessbility andinnovationin the long term.

Must Coalitions be Transformed After the Onset of Decline?

The propasition that coalitional goals must be transformed in resporse to dedine s a
condtion d strategic actionis borne out clearly by the caes gudied. It isclear that stra-
tegic adion requires econamic development networks to set new goalsin resporse to
econamic change, but it was not clear from the literature whether urban regimes can do
so0. The ealy regime literature suggests that regime mllapse is the only mechanism of
regime change. However, in all of the dties dudied here that put together a strategic
resporse to decline, the locd coaliti on renewed itself beforehand. These transformations
were dways reflected in a change in the cnsensual palicy goals of the aaliti on, whether
or nat the transformation included changes in the a¢ual members of the governing coali-
tion. Thisfinding underscores the importance of coaliti ons because nore of the dties
responckd strategicdly to change until after their existing coaliti ons had agreed to per-
ticular goals. This confirmsthe assertion d urban regime theory that getting things dore
in cities requires cooperation d alarge number of actors, bu it also demonstrates that
codliti onal change can be made incrementally.

The study showed a so that dynamic processes can make the processof setting new
goaseasier. Early successs in implementing parts of anew palicy agenda—even eco-
nomicdly insignificant successes—can transform arisky new agendainto a stable mn-
sensus abou what shoud bedore. Thisisan aid to strategic decisionmaking. Here, the
dynamics of dedsionmaking make strategic choice eaier by exaggerating the beneficial

eff ects of codliti onal transformation.
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The studies allow for amore predse formulation d the second propasition. Those
citieswill be more strategic whaose aliti ons change or form after the onset of dedine,
but only when these @adliti ons then go onto experience aquick successin their first re-
sporses to econamic dedine. Thisfinding is consistent with arecent study of Corby and
Y oungstown, which concluded that citiesin dedine have asmall window of oppatunity
to pu together successul resporses to decline (Buss1993 165). If pdlicy resporses go
onwithou success the thances of attaining the mnsensus necessary for attracting capital
(either puldic or private) for later palicies are reduced. Louisvill e shows that the window
of oppatunity isrelated to the forming of a new coalition a the @aliti on's stting new
godls, rather than the timing of decline. A turnaroundand response to econamic change

can be atieved after the starkest years of dedine.

Does Higher-Level Government Aid Matter?

Thethird propasition was that intergovernmental aid has a negative dfed onthe
abili ty of citiesto respondstrategicaly to econamic dedine. At first glance, this sudy
contradicts this expedation, suggesting rather that higher-level governments help local
officials make strategic choices, sinceonly in strategic dties did locd officials have a
privileged and persondli zed relationship with state and retional government officials.
Indeed, higher-level government fundng and ideas made possble new kinds of local
projeds and activities that would na have been pcssble otherwise and that were naot tied
to the interests of existing locd firms. However, the aeation d a privileged relationship
among officials on dfferent governmental levelsisitself condtioned by the outcome of
ealy attempts at cooperation acrossgovernmental levels. Intergovernmental relationsin

both norstrategic aties were dominated by projeds that were label ed as expensive fail-
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uresinthe early 1980s. In contrast, the strategic cities of Dortmund and Providence suc-
cessfully completed their ambitious intergovernmental projects. This pattern suggests
that higher-level governments help local actorsto act strategically in federal systems but
that the groundwork for thisrole islocal: the positive influence of higher-leve officials
stems from an early example of successful intergovernmental cooperation.

Funding from higher levels of government was necessary for ailmost all of the proj-
ects that are considered successful in the four cases, so in this sense state, national or
European aid made most of the significant policy responses possible. However, closer
examination of the timing of higher-level government participation in the strategic cities
shows that neither the financial aid nor the personal involvement of state and national
government officials necessarily aided strategic decisionmaking, because only in the
German cases were state officials involved in determining the content and targets of local
activities, and only in Dortmund was the involvement of higher-level officials associated
with a system that was making choices strategically.

The actual influence of higher-level governments was substantially different in every
case. In Dortmund, the agenda of the then newly elected SPD state government directly
influenced the targets chosen by Dortmund |leaders, encouraged the entry of new actors
such as the university rector into the previously existing network, and supported the crea-
tion of severa new organizations for local economic development. Not only were local
leaders well aware of the kinds of policies which would be welcomed by their party col-
leagues in the state government, local |eaders personally consulted with their party com-
rades and friends in the state government as they began to look for particular policy re-
sponses. In Augsburg, too, state policy influenced the kinds of projects chosen. When

the state had no particularly aggressive regiona economic development policy, little was
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acomplished in Augsburg, relative to the other cases gudied. Inthe 19905, when the
state beded upits econamic development spending, Augsburg adors became more in-
volved in econamic development and focused their projects to fit the requirements of
state development programs. In contrast to Dortmund, state asgstancedid na serveto
reinforce coperation between the pulic and private sedorslocally. Each sector had its
own, separate channel into state government fundng and dd na nead ather locd actors
toredize pdicy goals. State and retional government officials had comparatively littl e
influenceon local adors' targets and goalsin the American cities. In Providence, suppat
from higher-level governments came only after the local coalition hed aready attained a
tradk record of successul cooperation in econamic development and had itself settled on
urban development asits targeting priority. In Louisvill g, state and retional fundng has
been used for many projects, but this fundng has been increasing only lately and had no
impad onthe waliti onal structure.

In bah of the strategic dties of the 1980, leaders foundit easier to attrad further
state and retional aid after they experienced successes. Here again, early successcreated
the condtionsfor later successbecause fundng tended to foll ow coaliti ons with a repu-
tation for success This mirrors arelated finding that citi es with succesful econamic
development tradk records are more likely to attract intergovernmental aid because
higher-level authoriti es need success $oriesto justify their programs (Buss1993 165).

Whil e personalized and privil eged intergovernmental relations geed pdicy re-
sporses, they clearly are not a necessary condtion d strategic choice Louisvill e leaders,
whose padliti cd members were dominated by Democrats, went on to make strategic
choices withou a significant increase of intergovernmental aid and withou particularly

closetiesto state and retional government officials, who were mostly Repulicansin the
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1980Gs and 199G. Moreover, Augsburg did na begin to make strategic choices even after
benefiting from increased aid from the state of Bavaria, and bah Dortmundand Provi-
dencebegan to act less $rategicaly despite their previous privileged relations with
higher-level governments. Nonetheless Dortmund and Providence provide evidence that
state and retional-level government suppat encourages local |eaders to aspire to take on
larger projeds than they would have atempted atherwise, to move into new palicy areas
swiftly, to establish new econamic devel opment organizations, and to target new kinds of
indwstry. All of these dements serveto help locd actors make strategic choices, aslong
asthey are muped with the right sequence of decisionmaking—early successin inter-

governmental partnerships and the feedbadk eff ects of this siccesswithin the network.

Does the Sequence of Decisonmaking Matter?

The fourth propasition centered onelements of decisionmaking. Urban regime
schalars has observed that decisionmaking within loca coalitionsis squential in neture,
but this processhas been olserved orly very rarely because most studies have looked at
regimes at particular pointsin timeto the neglect of studying regimesin transformation.
This gudy, which examined four cities over aperiod d twenty to twenty-five years, was
ableto identify common petterns in their decisionmaking sequences rel ated to the experi-
enceof asingular initia crisisand early successin new palicy areas.

The strategic dties $rowed that previous dedsions made it easier for locd leaders to
make strategic choices during the yeas immediately after their first resporses. However,
the dfeds of decisionmaking dynamics are anbivalent because they always work
through the existing structures of governance ®aliti ons and intergovernmental relations.

Dedsionmaking dynamics work to exaggerate the effea of these structures, which is
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more immediately related to policy output. In other words, policies were always adopted
and maintained by coalitions, and success and failure aways impacted policy viaits ef-

fect on the coalition.

Crisis

The experience of asingular crisis which motivates actors to respond occurred in
both Dortmund and Providence. Itsimpact on strategic action is ambivalent, however.
The effect of the singular shocks in Dortmund and Providence were at first positive be-
cause they brought elites together under a consensus about what should be done. As
noted above, these crises also had the effect of focusing elite opinion on narrow targets
and goals that were related to the crisisitself. Narrow, consensual targets made strategic
action easier because they made the success of the first policy efforts of arenewed gov-
ernance coalition al the more likely. This success had its own dynamic. Successrein-
forced the new local governance coalitions, their new targets, and their new policies and
projects. In thisway, a sequentia pattern made the strategic policy choices more widely
accepted and viable. This, in turn, produced new kinds of policy aternatives that were
related to the original policy choice.

Once new strategic policy choices and the new alternatives they opened had been
fully exploited, the same dynamic that had aided strategic choice early served to close
both networks to different options by the 1990s. This meant that making strategic

choices became more difficult in the 1990s.
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Early Success and Feedback

The very first policies designed to address decline can have unintended conse-
guences on the ability of a coalition to create, and then to maintain, a strategic response to
decline. When a networks experiences success with its attempts at responding to decline,
this tended to allay the barriers to subsequent strategic action in the cities studied. Un-
certainty and ambiguity of the environment in which local officials operate increase po-
litical risk for those attempting to do something new. Thisis aserious barrier to those
attempting to react strategically to decline by adopting new policy goals. Y et, a success-
ful new policy can dissipate the impression of uncertainty. This also servesto reverse
quickly therisk situation. Suddenly, it may become politically risky not to support a new
policy direction that has proven successful. Further, success often increases the aspira
tions of actors responsible for the policy success; it makes them want to do more of the
same. Thisiswhy successinfluences later policymaking and explains how early policy
choices have an impact on later choices that is disproportional to their actual economic
impact.

Policy success does not serve to alay barriersto strategic action in the long term; in
fact, early success can be atrap, actually making networks less likely to maintain strate-
gic responses over the long term. Since success tends to reduce uncertainty and risk for
those actors who can take credit for the policy, the meaning of success for strategic re-
sponses depends on the kind of local policy system that produces a particular policy and
what policieswere used. Not all new policies are strategic, of course.

Local officials making policy face uncertainty and risk, and they use several kinds of
strategies to deal with these problems:. adopting decisionmaking routines or devel oping

policies out of established, accepted solution sets (Wolman 1996: 129). Policymakersin
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dedining citiesmay also at first try anything and everything they can, under the motto
"shoa anything that moves." Foll owing the daims of federalism theory, ashoa-
anything-that-moves grategy shoud na work as effedively as grategically chasen pdi-
cies, given that locd econamic problems and oppatunities are highly unique and context
spedfic. Similarly, the successof routine pdliciesislesslikely to make strategic choices
easier later than when the successul padlicies were adopted in consideration o adua lo-
cd neads and oppatunities. The way this processworks can be seen in the examples of
Dortmund, Providence, Augsburg, and Louisvill e.

In Dortmund, the successof the Techndogy Center served to bdster an informal
cligue of progressves who had sought ways to promote new, sunrise-industry firms.
Progressves gained respect from the entire network only after the ealy successof the
projed, which then madeit easier for adorsto domorein this areaof adivity. In Provi-
dence the ones doing the learning and taking credit for palicy successes were the busi-
nessleaders newly organized in the Providence Foundition; later, credit was taken by a
larger puldi c-private network working on davntown development projects. With eah
new success this group gained confidence, and its aspirations grew to domorein the
same aea In Augsburg, bah pubic and private sedor adors could claim credit for pal-
icy successes, bu many of these pali cies—such as the dvic center—were part of a stan-
dard pdicy solution set and were mnducted by public or private sedor groups working
independently of one ancther. Thus, pdicy successtended to reinforce &isting struc-
tures, na palicy innovators, and also tended to reinforcethe ingtitutional divisions spa-
rating pulic and private sedors. In Louisvill e, when successs finally began to accu-
mulate, there was no dred feedbad loopinto a single organization. When the first suc-

cesses were redi zed, businessorganizations were still i n dsarray. Continual turnover in
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businesslealership, combined with the purposeful strategy of Mayor Abramsonto call
on dfferent leaders for different projeds, meant that credit for successes was distributed
among arather large group d adors, bulding confidence and increasing aspiration
among many more people. Thismade for an increasingly large, bu decentrali zed, ret-
work of actors who aspired to accompli sh something in econamic development padlicy.

A generd rule from the four cases gudied hereisthat successin early padlicy eff orts
makes later strategic action easier only when the organizational structures and coaliti onal
membership had been newly formed or rejuvenated previously with the goal of respond-
ing to dedine. Thisiswhy the transformation d the locd governance network after
deindustriali zation isimportant, as hypothesized in propasitiontwo. Only when pdicies
are suppated by atransformed network or, asin Dortmund, by a new fadion within the
governance network, does siccess grve to suppat coaliti ons that are more likely to con-
sist of adors whose interests are not tied to the preservation d declining industriesin
traditionally industria cities. If, asin Augsburg, the eisting codlitionisnat transformed
after econamic decline, pdicy successbalsters gructures that are not aiding strategic
adion.

The caes of Providence and Dortmund show how success with ealy resporsesto
dedine may ease strategic actionin thefirst years after the successbut can have unin-
tended negative consequences over the long haul. Both Dortmundand Providencere-
sponckd to dedine by expanding ecnamic development effortsin ore and orly one
area—downtown development in the cae of Providence and hightech aqquisitionin the
case of Dortmund. Their early successes created incentives for locd networks to con-
tinue suppating the original palicies and goals, even after locd econamic drcumstances

had changed and after their original palicy responses had become routine and part of
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standard national solution sets, as was the cae for Dortmunds Techndogy Center. This
made strategic adion harder for both citiesin the 199G. In sum, bah "learned” ealy to
do econamic development in ore particular areg bah increased the scope of their activi-
tiesin that areaover time, and bah bult up a privil eged relationship with higher-level
governments based oncooperationin that area. Thus, bah Dortmundand Providence
experienced a golden age before the end of the 19805 in which new ideas and rew pali-
cieswere alopted quickly and aspirations were widened. Asthis processcontinued over
time, efforts in the one aea of successbecame increasingly easy to organize, while €-
fortsin ather areas remained dfficult. This, however, had an urintended result: eco-
nomic development adivity remained focused onthe one areawhereit had its original
success even though adivitiesin newer areas might have been more dfedive eonami-
cdly due to changesin global and regional markets. Effortsto expand the scope of ac-
tivity in Providence and Dortmundto dfferent areas failed to gather the support of
enough adorsin the local dedsionmaking retwork. Providence and Dortmund show that
if anetwork experiences quick successin ore aeaof development, it runs the risk of
focusing too much attention onthat one aeato the negled of other areas that might later
be more important for promoting growth. The cases of Dortmundand Providence show
that feedback eff ects can also have negative ansequences later, even when their first
eff ects were positive.

The findings regarding how early dedsions creae incentives for adors to continue
suppating old pdiciesill ustrate apoint made by Clarence Stone (1993 12):

The ready avail abili ty of means. . . may explain what is pursued andwhy . . .

If people ae purpasive, bu purpasive in the sense of wanting to be involved

in achievable goals, and if some goals are more readily achieved than ahers,
then people will tend toward those goals that are adievable.



297

The four casesin this gudy underscore the suspicion that coalition members do aient
themselves aroundachievable goals and that their perception d what is achievable de-
pendsin large part on what palicies have drealy been successully implemented. Thus,
locd networks tend toward adopting goalsthat are dosely related to those that have d-
ready been readed. Thisisabarrier to strategic policymaking if continued for too long,
becaise it means that successul networks—even thase which had earlier transformed
themselves in response to econamic changes—credae incentives for themselves to shut

out information abou later changesin the locad econamy.

Implications

The most significant finding of the study isthat cities can, and do,ad strategically
when adopting econamic development palicy, an assumption uponwhich the purported
advantages of federalism depend. Y et the study finds that when andif a dty can respond
strategicdly depends lesson the structural incentives arising from institutions of federal -
ism, such as competition among citi es or intergovernmental aid programs, than it does on
the nature of locd dedsionmaking. Theimportance of locd coaliti ons for the reali zation
of the patential benefits of federalism, and the significance of codliti onal dedsionmaking

dynamicsin particular, have severa theoreticd and pdicy implicaions.

Implicationsfor Federalism Theory

Paul Peterson argues that federali sm creates a pattern of incentives and constraints
that structure decisionmaking for locd governments advantageously. His argument is
that small is smarter, or that locd authorities have akind d rationality advantage over

big governmentsin microeconamic palicy because locd officials are more atuned to
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market signals and can more quickly respond to them. It was argued in this study, how-
ever, that the rationality advantage of small governments is wholly dependent on whether
local governments can actually adopt policies strategically, after evaluating alternatives
in consideration of local needs and opportunities. If cities cannot act strategically, then
they cannot respond effectively or consistently to market signals and they cannot realize
the potential advantages of federalism.

Peterson iswell aware of the limits on local decisionmaking. He identifies factors
that may prevent local governments from adopting economic development policies stra-
tegically. However, he concentrates on those barriers to strategic action which stem from
federalism itself: competition among cities and the influence of intergovernmental aid
programs, which are seen as akind of corrupting influence on the natural propensity of
local officialsto listen to market actors. Thus, theorists have tended to think in national-
ingtitutional terms about the effects of federalism on local policy adoption.

The findings of this study indicate that Peterson was right in expecting local gov-
ernments to respond strategically, but the conditions under which governance coalitions
form and cooperate are more significant for strategic action than are the framing condi-
tions of federalism. Thereis no such thing as one single "federalism.” Rather, therearea
multitude of situations that can potentially arise within afederal system, some of which
are positive for local governments and others of which are negative. Because the poten-
tial advantages of federalism depend on local conditions, the direction for future research
in federalism theory lies in understanding the local conditions that must be present in
order for federal institutions to work.

While the critics of urban regime theory have argued that it needs to pay more atten-

tion to the influence of state and national governments on local decisions (Wong 1998;
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Ward 1997; Harding 1994), this study shows that federalism theory needs to incorporate

the findings of regime studies.

Implicationsfor Urban Regime Studies

A first implication of the study is quite troublesome for the urban regime approach.
The study showed that the coalitions in economic development in the four cities were
astoundingly similar in their structure, which suggests that governance coalitionsin the
sense of urban regime theory are nearly ubiquitous. If regimes are everywhere, their
mere existence cannot serve to explain anything. Accordingly, not the existence of an
urban regime but variation in regimes themsel ves should become the dominant topic for
regime studies.

Urban regime theory has been criticized as overly localist, ignoring the structuring
constraints of the officials and institutions of intergovernmental relations. In every case
included in this study, state or national government aid was crucial for the completion of
projects that local actors themselves consider significant. Perhaps more importantly,
state and national government officials were found to be present in the list of influential
actorsin every city. Yet, at the same time, the study showed that the activity of state and
national governments cannot explain variation in the degree to which cities responded
strategically. The impact of state and national government officials was actually different
in every case; moreover, their positive impact depended on what local governments did
first. Thus, it is more accurate to say that local responses are determined in part by the
interaction of local and extra-local government officials and that these relations are
themselves determined by the structure of local governance coalitions and the sequence

of their decisionmaking. As much as regime theory needs to look at intergovernmental
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relations, thase trying to urderstand intergovernmental relations neead to look at the proc-
eses of locd governance Thisis one areawhere urban regime theory will continue to
make alarge ntribution.

In the past, urban regime studies were criti cized for paying too much attention to
growth pditi csin particular and econamic development palicy in general. This may be
one reason why regime theorists have felt pushed to create typologies of regime types
differentiated, at least in part, by the kind d padlicy output ead tendsto generate (Stoker
and Mosserger 1994 Stone 1993 DiGadano and Klemanksi 1993. These typdogies
suggest that particular regimes are locked into particular padlicy preferences; indeed this
was the implicaion d much of the ealy work oncoalitions. Y et, this gudy has found
that the kinds of padlicies a particular regime suppats is probably much more fluid that
the aalitionitself. In ather words, coaliti ons can change more eaily than has been as-
sumed. Moreover, thereisno reasonto believe that the findings of this sudy apply only
to econamic development. Rather, they are gplicable to cities experiencing any kind o
changeinits pdliticd and econamic environment that necesstates a strategic resporse
from the existing coaliti on, including desegregation, explosive growth, retural disasters,
etc.

The ubiquity of regimes andtherelative eae a which regimes can change their tadk
suggests that palicy output of regimesis not the most interesting dimension o locd gov-
ernance to study. This gudy focused instead onexplanations of differencesin how locd
codliti ons dedde, and specifically on haw coaliti ons overcome barriers to strategic gov-
ernance. The potential that not all coaliti ons dedde in the same fashion has been over-
looked in the rush to identify different kinds of typicd palicy preferences of coaliti ons.

Y et, what differencedoes aregime's pali cy preference make when it canna make good
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decisions anyway? The ability of regimesto make strategic decisionsis amore essential,
and more interesting, dimension of variation in regime types. EXisting research suggests
strongly that some kind of coalition in the sense of urban regime theory is bound to exist
in cities. The more interesting questions, however, probe into why some coalitions are
more open to outside input and why some coalitions are more resistant to change.

As noted by Lauria (1994), a central weakness of the regime approach is that we
know very little about why regimes decline or change. Currently, regime studies tend to
suggest that regimes change only by collapse, and there are only two explanatory models
of change (both of which are based on single American cases). Pecorella (1987) suggests
amodel based on fiscal crisis. When cities face bankruptcy, state government officials
and financia elites pressure local authorities to transform the local governance coalition.
Lauria (1994: 517) suggests a second, similar mechanism of regime change. Under con-
ditions of economic decline and fiscal strain, national or state officials, "operating pri-
marily through party connections, can manipulate local political dependenciesto forge
governing coalition fragmentation and aregime transition” in adirection favored by state
or national actors. Pecorellaand Lauria see this as a sabotaging and conflictual process,
but this view stems from their choice of cases where intergovernmental relations were
marred by party competition.

This study suggests that regimes may actually in the rule tend to transform them-
selves in response to change, gradually, and motivated by economic decline into building
a consensus about how to respond to decline. At first, only aminority of local |eaders
may actually support a new policy course, but if their first efforts are successful, then
these progresses within the coalition and their goals will likely serve as a new point of

orientation for atransformed coalition. Even if state and national government actors are
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not actual members of the original progressive faction in the local network, asin Dort-
mund, progressive elements of governance coalitionsfind it easier to attract state and
national government support for their policies and projects after their first successes, asin
Providence. This positive mechanism of change and reform actually happened at some
point in Dortmund, Providence, and Louisville, although the speed of reform was much
slower in Louisville, probably because it experienced no crisis that in other cities served
to galvanize progressive opinion.

The discovery that coalitions are flexible in their choice of policies and are quite able
to transform themselves gradually is directly linked the methodology of the study;
namely, to itsinclusion of asevera cases under high pressure to "do something” and its
tracing of responses over along period of time. This shows that the results of regime
studies are sensitive to the kinds of cases chosen: yet another argument for using as many
cases as possible and for carefully delimiting claims about the generalizability of any one
study. At any rate, studies using several cases are likely to reach conclusions other than
those dominating the current literature, which is overwhelmingly dominated by studies of
just one or two cases.

Finally, this study argued that the ability of urban regimes to make strategic choices
depends in part on the dynamics set in motion by previous decisions. Thisisnot a sur-
prising finding. Urban regime theorists have theorized that local decisionmaking is se-
guential and self-reinforcing. Y et this study breaks new ground by suggesting that these
dynamics are predictable to a certain extent, as occurred in similar patterns in different
cities. This study confirms the intuition of urban regime theorists and points out that the
regular patterns that emerge in the dynamics of decisionmaking represent arelevant new

dimension for cross-national urban research. Because dynamics of decisionmaking are of
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central importance, then researchers shoud start thinking abou institutions and aher
fixed structural constraints onlocd autonamy in terms of the way their effed is exagger-

ated or modified by reiterative dedsionmaking in coaliti ons.

Implicationsfor Using Aggregate Data in the Study of L ocal Policy Adoption

Both critics and proporents of crossnational local pdliti cs sudies are avare that
palicy choices are extraordinarily difficult to predict, or even to describe, in terms of gen-
eral regulariti es because they are multi causal, dependent on a multitude of locd cond-
tions, and—as this gudy affirms—influenced by previous locd decisions. Critics draw
the anclusionthat this predudes the discovery of general explanations for locd palicy
adoption pocesss. Y e, this gudy actually finds that locd diversity does not mean that
the relevant charaderistics of urban contexts are nat infinitely diverse—they can be sub-
sumed into more general categories sich as was dorein this gudy using the concept of
dedsion-making dynamics. The particular e ements of dedsionmaking dynamics identi-
fied here—crisis, early success and feedback—tend to affect ingtitutions and structures
in the same way in dfferent places.

The discovery of particular patterns in the way locd contexts impad dedsionmaking
shows that locd studies using afew cases can usefully augment studies using aggregate
data. Indeed, schaars gudying palicy adoptionin econamic development using aggre-
gate data and alarge number of cases suggest that palicy does not result from paliti cd,
demographic, and econamic structures in predictable ways. Policy use depends, rather,
bath oncities need to respondand their ability to doso. At first glance, this siggests that
general explanations of palicy responses are not possble because the same combination

of structural fadors that yields a particular resporse in one dty will li kely yield a differ-
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ent resporse in ancther city with dff erent needs and abiliti es. At the sametime, studies
using aggregate data point to away out of this methoddogicd problem. Clingermayer
and Feiock (1990 foundthat variables explicitly designed to capture network processes
are significant, and Fleischmann and coll eagues conclude that future research needs to
look more dosely at processes of "local dedsionmaking abou econamic development,
espedally the nature of coaliti ons associated with the adoption d padlicies and the &-
signment of programsto locd organizations' (1991 694). National statisticd studies
thus underscore the need to incorporate variables that cgpture the workings of urban coa
litions. The urban governance gproach, as demonstrated by this gudy, can offer such
variables. Thus, this approach harbors a powerful, but still unused, pdential for ex-
plaining econamic development activitiesin simple terms that augment studies relying on

aggregate data.

Implicationsfor Practitioners. The Optimal Organizational Structure

Generalizing from the experiences of the three dties that developed strategic re-
sporses ether in the 1980 or 199G—Dortmund, Providence and Louisvill e—two df-
ferent models of locd network structure emerge. Dortmundand Providence used a"hier-
archical" model charaderized by the existence of a small number of institutions and a-
ganizationsinvolved in locd ecnamic development and by a ansensus tightly focused
on ore pdicy areaof resporse. Both Dortmundand Providence had a wadlition d indi-
viduals with paver basesin a small number of stable institutions operating under atightly
focused consensus about appropriate development targets. Their experiences suggest that
thiskind d network is very efficient and speady at mohili zing resources for econamic

development in the short term. However, neither city became dfedivein pdicy aress
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other than those uponwhich they embarked early. Inthis sense, their first policies over-
structured their later choices, making it more difficult to make strategic policy choices
later.

Louisville, in contrast, used a"plura™ mode charaderized by a wordinated multi-
plicity of numerous organizations and individuals adive in econamic development.
Louisvill €'s experiences in the 199G suggest that this model, in which coaliti ons consist
of a awordinated multi plicity of individual adors representing a diverse base of institu-
tions and arganizations, is closer to the optimal econamic development system over the
long term. In such a system, alarge number of organizations share the resporsibili ty for
innowetion and adion. If they can be wordinated, functional specialization can develop
within the development system, theoreticdly allowing more individuals to get involved in
eoonamic development localy and allowing individuals with particularized expertise to
emerge. Specialized individuals bring advantages, for example, giving the dty a com-
petitive alvantage over other citiesin aqyuisition attempts. Once Louisvill e had creaed a
number of different organizationsto doemnamic development, it nolonger needed a
nationally recognized, bu expensive, aqquisition spedalist like James Roberson. Spe-
cialists are useful also for pdicy innovation. Louisvill e, for example, has been able to
develop spedal training and educational programs to serve the rapidly developing and
changing needs of UPS the aeds largest employer. Arguably, these kinds of programs,
although they are small, were important in persuading the cmpany to expand locdly.

The eistenceof functional differentiation and a multiplicity of organizations shoud
also prevent the situation whereby the path taken by the network early onin its respornse
to dedine becomes the only path the network ever takes. Asa product of such an organ-

izational structure, many pulic and private econamic development organizations exist
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side by side, pdicy entrepreneurship is more cmmmon, and a number of resporse paths
can be taken simultaneously or in series. Because Louisvill e has developed thiskind o
structure, it also stands a goodchance of reading strategicdly to the next mgjor crisis—
massve layoffsat UPS for example.

Of course, plura networks harbor a patential pitfal: coordinating many autonomous
organizations under a single development plan isatime cnsuming processandis aso
prone to failure. Also, wherever a multiplicity of autonamous organizations emerges,
they may find themselves in competition with ore another for state or national funds and
bragging rights. This stuation charaderized Louisvill ein the ealy 198(s.

Given the threas to coordination in anetwork consisting of numerous individual and
colledive adors, oreisreturned to the importance of governance aliti ons of influential
individual adors and codliti on structures. The cases slected for this gudy suggest that
such governance @aliti ons make their strongest contribution to strategic choices when
they coordinate the emnamic development adivities of other organizations. Coaliti ons
are most strategic when they are boundwithin a system of goals and targets that includes
all organizations doing econamic development. Louisvill g, just like Dortmundand
Providence had a pulic-private wadlition d influential actors. Unlike Dortmundand
Providence, however, Louisvill e network |eaders drew on the resources of more indi-
viduals and aganizationsinterested in locd econamic development and established a
singleinsgtitution, GL1, to coordinate them. The most important function d the top lead-
ers of the Louisvill e aalitionwasto prevent the organizational multiplicity in the dty
from degenerating due to organizational competition. In ather words, they unintention-

ally creaed the precondtions of functional specialization that allowed alot of individuals
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and aganizationsto get invalved in econamic development rather than carrying out the
projeds themselves, as was more the cae in Dortmundand Providence.

The way in which coaliti ons of individual adors best contribute to strategic re-
sporses can be more predsely defined as creaing the framing condtions for functional
spedali zation in econamic devel opment palicymaking. One requirement for functional
spedadli zation is agreamnent on specific targets. Another requirement is the continual flow
of information about market condtions; thisis more likely when coaliti ons are forced to
enlist the help of many adors (assuming they can accompli sh this task) than when they
consist of afew people who ontheir own can get thingsdone. In ather words, coaliti ons
are more strategic when they steer, for example by setting sectoral targetsasin Louis-

vill e, na when they row, asin Providence and Dortmund. Yet any kind d codlitionis
always better than nocoalition. When, asin Augsburg, neither aweg nor a strong coa-
liti on untes pubic and rivate sedors, creding a strategic econamic devel opment system
is much more difficult.

A "coordinated multi plicity of individual and coll ective actors" at thelocd level
probably was nat the optimal structure for econamic development coaliti ons even 30
yeasago. Yet theway in which global markets impad locd econamies has changed
substantially over the past threedecades. Market adivity is now charaderized by rapid
change, and the condtions for regional econamic prosperity are dso becoming increas-
ingly similar in dverse parts of the world. Thisimpliesthat new oppatunities for suc-
cessin globa markets are distributed acrossthe world's regionsin an increasingly ran-
dom way. The most successful coaliti onsin this new environment will be those that are
ableto identify unexpeded oppatunities and generate the resources necessary to exploit

them at very short natice Thisis exadly the alvantage that organizationally diverse
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governance adlitionsbring. Their more diverse organizational bases expand the market
information flowing into the network, even as their coaliti ons are ale to link resources

from both pubic and private sedors necessary to respondto thisinformation.

Implicationsfor Institutional Comparisons of the U.S. and Ger many

New ingtitutionalism grew upin the 198Gs as a «itical resporse to behavioralism.
Whereas behaviorali sts tend to explain pditi cd outcomesin terms of individual and
group choices, institutionali sts assert that such choices are structured by institutions in the
first placeso that the first task of empirica research isto identify whether and how "in-
stitutions matter" (Thelen and Steinmo 1993. Although na indebted to the behaviorali st
tradition, uban regime theory is nat much impressed by the impad of institutions. Locd
pdliticsis e, rather, as the practicd art of getting aroundresource shortages and aher
institutional constraints.

This gudy affirms urban regime theory's kepticism abou the impact of ingtitutions
by showing that locd pdliti csis remarkably similar in terms of processand oucomein
the two dfferent institutional contexts of Germany and the United States. Nonetheless
this comparison d cities in Germany and the United States uncovered relevant points of
ingtitutional diff erencethat probably influence the aility of adorsto maintain strategic
resporses to dedine over thelong term. Institutions mattered, but in ways which have
been relatively underappreciated.

The comparison d two relatively strategic atiesin two dfferent institutional con-
texts reveded that locd |eaders had to take different paths to get to the same kind o out-
come. In short, the existing, existing national institutions provided Dortmund, na Provi-

dencewith sufficient resources to respondto dedine. Thisisthe disadvantage of the
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American system and the problem that American adors had to resolvefirst. At the same
time, the traditional institutions in Germany were more difficult to change than was the
case in Providence. Thus, German actors' respornses were structured by the institutional
rigidity of their system; they could na have aeaed an arganization comparable to the
Providence Foundition even had they wished to doso.

Organizations of econamic development in Germany are more highly "institutional -
ized." The venerable institutions of locd government, such as parties and chambers of
commerce were dso qute stable in Dortmundand Augsburg. No new important organi-
zations were aeded in either Dortmund o Augsburg, whil e the pdlicy systems of Provi-
dence and Louisvill e ae now based on aganizationsthat did na exist before deindustri-
alization. Schalars exped high institutionalization to make informal cooperation and
coordination more difficult (McGovern 1997 195), leading to the expedation that Ger-
man networks are lessable to make strategic palicy choices. Thisisnot necessarily the
case, however, because rigid ingtitutions bring one alvantage to balance out high institu-
tiondli zation. They provide German loca development networks with a degreeof re-
sources that israrely avail able in American citi es and that makes coordination and strate-
gic adioneasier.

Differences in the resporses of Dortmundand Augsburg, which worked in asimil ar
ingtitutional context, show that German ingtitutions alone do nd automaticdly generate
the resources German citi es need to respondto econamic change, afad that further rela-
tivizestheimpaa of ingtitutions. Institutions in these two cases had to be adivated by
the individual participants of locd coalitions. At the same time, however, the structuring
influence of German institutions increased in propattion to the degreethey become adi-

vated. Public and private adorsin Germany, it seams, findit very difficult to raise re-
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sources independently of the traditional institutions of politics and business, so that with-
out activating these institutions, very little can happen in economic development. How-
ever, activating the venerabl e institutions for doing economic development carries con-
siderable risk for the learning process because it means that these traditional institutions
take all of the credit for economic development successes. The positive feedback gener-
ated by success flows back not to reinforce the aspirations and reputations of political
entrepreneurs or new organizations. Rather, feedback flows back to strengthen the
authority of existing institutions, which in turn are in large measure influenced by actors
and ideas that are centralized and homogenized across the whole country. Generalizing,
the German institutions that organize political and economic interests at the local level
provide coordination advantages when activated, but activating them precludes the for-
mation of amultiplicity of local organizations and individualsin local economic devel-
opment. This suggests that German cities find it easier to organize a quick strategic re-
sponse to decline but that the lifespan of their strategic capability islikely to be shorter.

The exact opposite holds for the United States. The organizations of private sector
governance in America are less highly institutionalized than in Germany. Thus, the form
of business organization and the way the private sector islinked to the public sector are
constantly under negotiation. This negotiation process, however, is an opportunity for
learning. Asinthe case of Providence, the negotiation process may create institutions
that closely mirror their German counterparts in terms of the resources they can mobilize
and their tendency to create incentives for network actorsto remain blindly loyal to early
policy choices, cutting off voice at alater point in time. Alternatively, Louisville shows
that negotiations can create a more open organizational structure that aids strategic deci-

sionmaking in the long term.
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The study's most surprising impli cation for students of new institutionalism is that
the anstraining relationship between individuals and institutions was mutual, being me-
diated through codliti ons, and was in permanent fluctuation. Institutions constrained lo-
cd coadlitions, bu locd coaliti ons were ale to circumvent institutional restraints. Coali-
tions acaompli shed this in Germany by reorienting existing venerable institutions,
American codliti ons, in contrast, creaed new institutions. Thisis an important difference
because oncethe immediate problem of dedine was successully addressed, dd institu-
tions could reasert their traditional structural constraintsin Germany, whereas in the
United States, the old institutions were simply gone. Of course, this means that in Ger-
many, there is always an institutional base realy with resources in reserve for respondng
to change. Y et, sincethe successof such resporses reinforces traditional ingtitutions, ore
could say that German governance ®aliti ons are institutionally predisposed to closing
themselves to "voice" in the long term.

In short, neither the American na the German system is more likely to generate op-
timal network structures locally. German federalism encourages coordination bt sets
significant barriers on aganizational multiplicity. The American system does the oppo-

site. It encourages organizational multi plicity but handicgps coordination.

Concluding Remarks
This gudy measured successpartly in terms of the abili ty of adorsto promote
growth in condtions of econamic adversity. Yet, whoisto say that growth is good?
Were the members of governance @aliti onsin Dortmund, Providence, Augsburg, and

Louisville "goodguys'? Did they make their cities better placesto live?
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In all four cities, there are thoughtful individuals and goups who would claim that
the development elite are bad guys. The FBI certainly suspects Buddy Cianci of wrong-
doing (Barry 2000, and residents of neighbarhoods near the arportsin Louisvill e and
Augsburg are quite bitter in their criticism. One member of the Louisvill e dite even
noted that he received a deah threa from an opporent of the arport expansion.

Schalars, too, claim that equity suffers when econamic development dominates loca
agendas. "The principal effect of growth machinesisto bendthe pdlicy priorities of lo-
cditi estoward developmental, rather than redistributional, goals." Further, growth's
"privileged status houd be understood as an acampli shment for those groups whose
mobili zationinto pditicsis grounded in their place-based interests’ (Logan, Whaley, and
Crowder 1997 605, 623. Urban coaliti ons pursuing growth are expeded by someto be
dominated by developers and ahers who profit diredly or indiredly from land devel op-
ment projeds (Elkin 1987 Logan and Molotch 1987. These aithors might be inclined
to interpret the resporses of the cases gudied here & the aeaion and maintenance of a
pubdic-private pdliti cad macdine of adorsinterested oy in enriching themselvesin an
unstable eonamic environment. They might argue that the important questionis not
whether cities can respondstrategically to decline but, rather, which city best balanced
socia and econamic concerns arising from deindustriai zation in a fashion that addressed
the neads of abroad set of citizens. They might ask, Who was the abiter of equity in
these dtiesand haw effedive were they?

Critics of urban growth coaliti ons will find much material in this gudy to suppat
their line of argumentation. A central argument was that the at of locd governanceisall
abou getting aroundformal, institutional constraints. Moreover, puldi c-private govern-

ance malitions were foundin all four cities that were quite dfedive & circumventing
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national institutions. Does this not also imply that they circumvented ingtitutionali zed
democratic controls as well ?

Caadliti ons certainly were ale to skirt the restraining hand d city council s, the only
ingtitution that is suppased to vacethe broad pubic interest. This gudy suggests that
city council s exercised virtually no influence on econamic development agendasin dein-
dustriali zing citi es either in the United States or Germany. Moreover, city courcils were
nat an effedive dhedk onmayors, for mayors' palicy agendas were dways closer to that
of the development codliti on than to the dty council. Judging by the influenceof city
courcils on econamic development policymaking in the four case studies, pdicymaking
was rarely blocked by anti-growth groups with ather padlicy priorities

Unquestionably, local development coaliti onsin the four cases creaed power and
used it to change the local econamy. Of greater concern, however, isthe suggestion d
this gudy that the aili ty of networks to pursue growth strategically is smilarly cond-
tioned on retworks being able to create power and use it without being disturbed by the
necesgty to placde other kinds of pdliticad demands. As argued abowve, cooperation
within governance @aliti onsis easiest when public end private sedor ingtitutions are
unitary and when mayoral leadership is grong and continuotus. Politi cd wrangling pre-
vents the anergenceof a strong, continuouws, and uritary econamic devel opment struc-
ture, asill ustrated by the case of the least strategic dty, Augsburg.

If strong, pro-growth econamic development coaliti ons are predicated oninequity,
thenisit coincidental that the least strategic dty is also the study's most democratic one,
at least in terms of paliti cd turnover?. The Augsburg city courcil also has the highest
degreeof institutional power. The cuncil has even been led by a party oppasing the

mayor at time, and in genera the dty has been charaderized by high party competition
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and dscontinuows mayoral leadership. This dandsin contrast to Cianci's Providence,
Louisvill e andits pulic-private team spirit, and the virtual one-party system in Dort-
mund. Anti-growth groups were in a better pasitionin Augsburg becaise of the dty's
more democratic structures, and this meant that Augsburg neighborhoodgroups were
ableto slow airport expansion while Louisvill e neighborhoods were bull dozed.

Withou adoult, there is anecessary trade-off between the abili ty to get things done
in econamic development and democracy. Y et does this also necessarily mean that suc-
cesgul econamic development benefits elites exclusively? After all, Paul Peterson
(1981 and ahers argue that growth isindeed good tkecause it benefits al residentsindi-
redly. Petersoneven suggests that market mecdhanismsforce dtiesto spend money
wisely on ecnamic development in such away as to maximize the benefits for firms and
citizens alike.

This dudy suggests that Petersonistoo ogimistic ebou the market, bu Molotch
(1976 istoo cynicd abou the links between locd land owners and pditi cians. Even
though econamic development coaliti ons do exclude interests, in threeof four of the
cases dudied here, they pursued goals other than land devel opment.

This gudy suggests that not all pro-growth coaliti ons are equal in their effeds on
equity. Some schalarship has aready noted this. The OECD (1993, for example, does
not hesitate to assert that the most successful econamic development growth pdicies are
adopted by complex organizations: by as many groups as possble andin consideration o
socia goods other than growth, such as education and environmental protection. Inthe
study of regional pdlicy, Savitch and Vogel (2000 164) also conclude that "complexity
isagoodthing." This gudy, because it measured the extent to which pdicies were

adopted by arelatively complex set of organizations, reinforces these impressons, find-
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ing that that the dty with the most complex organizational structures—Dortmundand
Providence—also happened to be the dties that pursued econamic devel opment palicies
with the largest benefits for nonland avning interests. In Dortmund, elites provided
extra benefits to laid-off steel workers; in Louisvill e, €lites organized alarge anourt of
private-sector suppat for the pullic education system. It may not be aincidental that
Louisville and Dortmundalso happen to have had the largest pdlicy networks (Figure
6.1). Thesefindings siggest a synthesis between of the bladk and white picture of pro-
growth pdicy charaderizing the arrent literature. The as<ertionis viable that those dt-
iesthat include abroader diversity of groups in the processof formulating growth pdi-
ciesaremore likely to adopt palicies grategicdly and, as aresult, elitesin those dtiesare
more likely to pusue aversion d growth that approximates the wlledive goodided.
The accumulation o power in econamic development networks is lessthan democratic
but it presents the least threa to equity when €elites make padli cy within complex palicy
systems. Such "plura” networks are diti st, no doul, becaise they are not under demo-
cratic control, but they are & least more likely to pusue e@namic ideas other than land
development and thus more likely to dspense with what Robert Kuttner (1984) cdlsthe
"econamic illusion,” or the beli ef that socia equity is bad for business To bringit toa
point: growth coaliti ons injure the ideals of democracy, but growth coaliti ons that aa

strategicdly probably do the least amount of damage to equity.
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Appendix A

Questionraire: Econamic Development Policy in

[City Name]
Plessereturn to : Scott Gissendanner
Potsdamer Str. 82
15711K6nigs Wusterhausen Fax:
GERMANY

011-49-371-531-4451
Emall: gissendanner@t-online.de

1) Your name andjobtitle (Anonymous answers are dso welcome):

2) Inyour opinion, hav important were the foll owing areas of adivity

inyour city during the 1980s?

Relative | mportance

Type of Activity

NOT impor-
tant

SOMEWHAT
important

MOST
important

a) Taking care of the needs of exigti
locd firms.

b) Attrading new firms or encouraging
new start-upsin econamic branches
that were traditional in the dty, with the
goal of strengthening traditional manu-
faduring locally.

c) Attracting new firms or encouraging
new start-ups with the goal of diversifying
the mix of econamic branches represented
in the dty.

d) Attrading new firms or encouraging
new start-ups withou a special emphasis
on a particular ecnamic branch.

330
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3) Sometime emnamic development officials will i dentify spedfic emnamic branches
(automobil es, software, mining techndogy, etc.) or particular sedors (typicdly either
manufaduring or services) as espedally desirable for the dty. Did your city target any
particular branches or sedorsin the 198Gs or later?

BRANCH(ES): SECTOR:

4) If your city targeted particular branches or sectors, was the setting of these targets a
paliti cdly contested issue?

No
Yes, bu debate was carried out only internally withou presscoverage.
Yes, and cebate was also apulicisae.

5) How would yourank your city's level of adivity (in terms of personngl andfinancial
resources) in eacnomic development relative to ather similar cities?

Somewhat LESSadive.
Abou the SAME.
MORE adive than ahers.

Comments:

MANY THANKS FOR YOUR PARTICIPATION!

Thisreseach is overseen by the Institutional Review Board of the University of Georgia. Ques-
tions or problems may addressed Julia Alexander, Institutional Review Board, Office of the VP
for Research, University of Georgia, 606A Boyd Graduate Studies Research Center, Athens,
Georgia 30602-7411 Telephore (706) 542 6514; e-Mail AddressJDA @ovpr.uga.edu.



Appendix B

Scott Gissendanner, University of Georgia
Questionnairefor the Dissertation Project
" Responses of German and U.S. Citiesto Deindustrialization"
Interview with [Actor Name]
Y our answers will be held confidential .

| Personal Information
1. Time period of your active involvement in economic development in the
[City name] area:

From to

| Actors |
2. Pleaseindicate with an "X" those persons who, in your opinion, were among the
MOST important persons in economic development in the [City name] area. Please
distinguish between the earlier and later years of your active involvement.

"Important” individuals are those who help determine the targets of economic devel-
opment aid, arrange for financing, and activate other influential persons.

| mportant?

Name Yes, EARLIER |Yes, LATER
Actor Name from Expert Lists
Actor Name from Expert Lists
Actor Name from Expert Lists
Actor Name from Expert Lists
Actor Name from Expert Lists
Actor Name from Expert Lists
Actor Name from Expert Lists
Actor Name from Expert Lists
Actor Name from Expert Lists

Other important individuals (including state or national-level actors)
Important in the earlier or later

N dane years of your activity?
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3. If possible, please identify and rank the three most important individuals.

333

Rank Important in Early Years

Important in Later Years

1st

2nd

3rd

4. In consulting about and deciding on devel opment issues, with whom did/do you

spend most of your time?

Rank Early Years

Later Years

1st

2nd

3rd

| Organizations

5. Of the organizations noted below, which were/are the most important for economic

devel opment decision making ?

"Important organizations" shape economic development decisions by influencing

the flow of decision making.

Organization

important
early

important
later

[Well Known Organization in City]

[Well Known Organization in City]

[Well Known Organization in City]

[Well Known Organization in City]

[Well Known Organization in City]

[Well Known Organization in City]




Other organizations that should be mentioned:

334

important important
early later

Economic Development Activities

6. Which activities of economic development in [City name] were INNOVATIVE?
"Innovative" activities are those which embody new goals, bring in actors previously
not involved in economic development, and/or initiate new organizationa forms.

X =INNOVATIVE

[Well Known Activity in City]

[Well Known Activity in City]

[Well Known Activity in City]

[Well Known Activity in City]

[Well Known Activity in City]

[Well Known Activity in City]

[Well Known Activity in City]

[Well Known Activity in City]

Other innovative activities

7. Please rank the projects or activities mentioned above in terms of their SUCCESS.
"Successful" means those which had a definite impact and enjoyed public
recognition.

Rank

SUCCESSFUL Projectsor Activities

1
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| Finances |

8. Which forms of financing were crucia to the completion of the important activities or
projects mentioned above?

Crucia for which activity or project?

City Budget

State Budget

Federal Grants

Private Businesses

Private Banks

Other financia sources: Crucia for which activity or project?

| Problems and Difficulties

9. Can you identify a particular kind of problem or difficulty that prevented the
realization of new ideas or projects in more than one case?

| Relationship to Other Cities
10. What cities does [City Name] compete against regionally and nationally?

11. What city would you like [City Name] to emulate? Does it emulate that city
adequately?



