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1 Places in Trouble

At any moment, a large and growing number of places—cities, regions, and entire nations—are on the sick list. According to Standard & Poor’s, the investment credit rating agency, “almost two-thirds of the 50 states and nearly three-quarters of America’s more than 5,000 cities are confronted by a financing gap.”1 In its 1991 annual financial survey of U.S. cities, the National League of Cities found most places to be suffering from an imbalance between revenues and expenditures, which has resulted in layoffs and service reductions.2

Bankruptcy may be the ultimate test of a place’s sickness. In mid-1975 New York flirted dangerously with bankruptcy only to experience enormous recovery following federal assistance and adoption of tough fiscal medicine. Its turnaround from huge deficits to budget surpluses ended in the late 1980s. Then, once again, it experienced a collapse of its core financial service and real estate industries, an out-migration of major employers, rising crime levels, and service reductions.

In 1978 Cleveland defaulted on its debt obligations. Philadelphia had to be refinanced in the early 1990s, while Connecticut’s largest city, Bridgeport, sought the refuge of federal bankruptcy laws in 1991. In 1992 California, the nation’s largest and most prosperous state, encountered a massive $10 billion budgetary shortfall whose resolution required that public employees be paid with scrip and vendors withIOUs until a vastly reduced state budget was enacted. Place sickness is by no means restricted to the United States. In 1988 the Mayor of Rio de Janeiro declared his city bankrupt.3 Dating from the late 1950s and the construction of Brazil’s new federal capital, Brasilia, and the shift of financial services and businesses to São Paulo, Rio experienced a loss of jobs and tax revenues. Betting recovery on increased U.S. and European tourism, its revival faltered when disillusioned tourists encountered Rio’s reputation as a hotbed of pickpockets and assailants.

Sickness includes not only a place’s fiscal health but also its economic condition. Nations experience both cyclical and even prolonged periods of poor health—trade imbalances, rising debt, high inflation and unemployment, and unstable currencies. Entire regions can be chronically depressed—northern England, western France, southern Italy, and Appalachia here in the United States. Economic weaknesses, commonly measured by loss of population, high unemployment, and falling income and investment, are associated with the fate of a place’s particular industries or industry clusters, resources, and products—oil in the Southwest, autos and machinery in the Midwest, and agriculture in the Farm Belt. In some cases, the fate of regions and places rises and falls with specific industries, while in others industry declines may be more permanently wedded to changes in technology and competition. The East and West coasts experienced the latter in computer, semiconductor, and aerospace-defense industries.

However, a place’s relative sickness or health transcends fiscal and economic measurement.4 Places are more than budgets and businesses. They are people, cultures, historical heritage, physical assets, and opportunities. Places are ranked, rated, and evaluated today on every conceivable dimension: where to start or locate a business or plan a retirement, where to raise a family or look for a spouse, where to plan a vacation, hold a convention, or have a meal. From quality of life considerations to charm, culture, and ambience, the quest for livable, investible, and visitable places is a perpetual search for the new and vibrant, an effort to stay clear of the sullen and depressed.

In this book, we deal with the problems that places face in seeking a better future. Like nations, places can reverse their decline, can experience a rebirth and revitalization through a process of strategic market planning. The Five Tigers of East Asia—South Korea, Taiwan, Hong Kong, Singapore, and Thailand—are examples of resurgence where the component parts of strategy, marketing, and planning are concentrated in specific nations. So, too, certain places have reversed their fortunes through concerted planning and skillful execution: St. Paul, Glasgow, Indianapolis, and Baltimore, to name a few cities. Take, for instance the case of St. Louis, which suffered severe decline through the mid-1970s that some thought to be fatal. Fifteen years later, St. Louis bills itself as an urban miracle, a renaissance city in which old commercial buildings have been rehabilitated, vacant houses restored, the downtown rebuilt and revitalized. Its ethnic vitality, historical culture, and architectural splendor have been preserved, and a spirit of rebirth permeates the city and county.

In this book we draw examples of rebirth and recovery from places throughout the United States, Canada, Europe, and Asia. These include world-class cities and smaller communities, older manufacturing centers and rural backwaters. Places in trouble are not just those whose primary businesses or industries are declining, but all places that may think tomorrow will be much the same as today. The resources, assets, and advantages that certain places enjoy today may not be those that provide the same opportunities a decade from now. This is a book about change and response. It tells how strategic market planning can help prepare places for dealing with an uncertain future.

In this chapter, we set the stage by addressing the following four questions: (1) What is happening to places? (2) Why do places fall into trouble? (3) What are places doing to solve their problems? (4) What should places do to solve their problems?

WHAT IS HAPPENING TO PLACES?

Almost all places are in trouble, but some are in more trouble than others. Their situations fall along a continuum. At the most desperate extreme are places that are dying or chronically depressed. They lack the resources on which to launch a recovery. Some are small towns and cities that have lost their major industry or company and are plagued with unemployment, shuttered stores, and abandoned property. People and businesses out-migrate leaving a weakened tax base on which to fund schools, hospitals, and other public services. Crime and drugs take over the life of these places, and further accelerate the decline. East St. Louis, Illinois, and Newark, New Jersey, vividly illustrate these ravaged places. Ultimately, these cities persist only on grants from outside or eventually devolve into partial ghost towns.

There are also acutely depressed places that have some potential for revival. Places such as Detroit, Philadelphia, and New York have entered a period of hard times. The bad news is that their debt and problems keep worsening. The good news is that these places possess historical, cultural, and political assets that could support a turnaround if the right leadership and vision emerges.

Other places have boom and bust characteristics. These towns and cities are highly sensitive to business cycle movements as a result of their mix of industries and growth companies. In the post-World War II period, Boston lost its textile and shoe industries, both of which fled to the South in search of lower costs. Most of Boston’s revival turned on regional service and financial centers surrounded by high-tech industries and growth companies. The Massachusetts Miracle turned into the Massachusetts Mirage as its computer industry collapsed, real estate faltered, and growing service industries experienced retrenchment and downsizing. Energy-exporting states and centers in the Southeast, Texas, and Oklahoma epitomize the boom and bust cycle.

On the brighter side are some places that have undergone healthy transformations. These places invested heavily to create new conditions to improve their attractiveness. Indianapolis billed itself as the amateur sports capital of the nation. Baltimore launched an ambitious waterfront development and cleanup program that greatly revived its prospects. Glasgow, Scotland, turned itself from a gritty manufacturing city into an exciting European art capital. And according to one observer of St. Paul, Minnesota, “Some fifty years ago a national magazine described St. Paul as having already ‘grown up, prospered, and died.’” This report of St. Paul’s death turned out to be greatly exaggerated.

Finally, some places deserve the title of the favored few. They enjoy strong financial health and continue to attract tourists, new residents and business people. Some places have done this for centuries: Venice, Florence, Paris, and Vienna. In the United States, such places as Santa Fe, New Mexico, and Santa Barbara, California, qualify, as well as San Francisco and San Diego. Still, even these favored few face problems: pollution, congestion, water shortages, and other modern scourges. Their problem is not to find new ways to grow but quite the opposite, to prevent unmanaged growth from destroying their assets.

WHY DO PLACES FALL INTO TROUBLE?

Whatever economic circumstances a place finds itself in, it inevitably evolves into new circumstances. Every place is subject to internal growth and decline cycles as well as to external shocks and forces beyond its control. We examine these two change forces next.

Internal Forces Leading Places into Trouble

Many places experience a period of growth followed by a period of decline, which might repeat itself several times. The growth period inevitably ends, because growth lays the seeds of its own destruction. The decline period may also end, but for a different set of reasons. The processes underlying growth and decline dynamics can occur independent of the state of the business cycle, although they may be accelerated by sudden changes in the economic climate.

Figure 1-1 illustrates a well-documented city growth dynamic. Imagine a city that is initially attractive. It might be blessed with expanding industries, have an exceptional climate or natural beauty, and might have a remarkable historical heritage. Assuming that job opportunities are strong and the quality of life is appealing, this city inevitably attracts new residents, visitors, business firms, and investment. The inward migration of people and resources raises housing and real estate prices and strains the existing infrastructure and social service budget. The city typically raises taxes on residents and businesses to pay for the needed expansion of transportation, communication, energy, and social resources. Some residents and businesses begin to move out of the city boundaries to lower their costs, thus reducing the tax base. Thus the very state of being an attractive place may unleash forces that ultimately unravel the place’s attractiveness.

FIGURE 1-1 City Growth Dynamics



Orlando was a peaceful, sleepy city before the arrival of Disney. Today, the fastest growing city in America finds itself expanding at rates it cannot control. The downtown has never really developed, natural beauty is seriously curtailed by malls and developments, and traffic is snarled. The need for schools forces children into large classes and trailers. Another attractive city, Seattle, is now facing traffic gridlocks and pollution concerns. The city recently instituted strict downtown building regulations to stem the onslaught of new companies and new residents moving up from Los Angeles in search of a more affordable life-style.

As a place begins to lose its attractiveness, forces are released that worsen the situation (see city decay dynamics in figure 1-2). A major company or industry in the town might falter or exit due to business mismanagement, an eroding community infrastructure, the onset of a general recession, or lower costs elsewhere. Business profits and jobs decline. Real estate prices fall. Infrastructure deteriorates. These developments accelerate the outward migration of residents and businesses and cause a sharp drop in tourism and convention business. Banks tighten credit, causing an increase in bankruptcies. Joblessness leads to more crime and drugs, and social needs increase. The city’s image becomes further tarnished. The government raises taxes to maintain or improve infrastructure and meet social needs But the higher taxes only accelerate the out-migration of resources.

Philadelphia has passed through this decay dynamic. The city reached a high point in 1976 with the celebration of the Bicentennial of the Signing of the Declaration of Independence. The city freshened its historic district, its citizens had a positive attitude and tourists flocked to Philadelphia. During the 1980s, a building boom further revitalized its downtown. At the same time, rising city taxes and inefficient city government led many middle-class residents to flee to the suburbs, leaving behind a lower tax base to support a growing disadvantaged population facing problems of crime, homelessness, drugs, and AIDS. Further tax increases only drove more residents and companies out of the city. The city’s Moody credit rating fell, pushing the city into issuing lower-quality junk bonds and raising its borrowing costs. Meanwhile, Philadelphia spent energy trying to wrest more grant money from the state’s treasury. Union contracts prevented the city administration from reducing the number of city workers. By 1990, Philadelphia faced a $229 million deficit and the prospect of bankruptcy, which simply meant that“the government may come to a standstill…. Trash pickup, cops, fire—all would stop.”5

FIGURE 1-2 City Decay Dynamics

Smaller cities and towns are also prone to decline. They often find themselves too dependent on one main source of revenue;when it dries up, so does the place. Young people move away after their high school graduation, and the place starts to resemble a retirement community.

The small town of New York Mills, Minnesota, (pop. 750) is in gradual decline. As early as the mid-fifties, the town leaders, seeing the loss of vital trade activity to larger towns, formed a boat company around an aluminum designer. The Lund Boat Company was a hit and the town population stabilized and began to grow. A large trailer park prospered and new homes were built on the outskirts. In the next two decades, the town began to slip in population again as the creamery closed and all but one car dealer moved out of town In addition, a new highway now circled the town and residents found it easier to shop at the new Pamida discount store thirteen miles out of town. The town leaders wanted to remake the main street into a Finnish theme town, but years of argument never convinced the citizens. The town sits in a precarious position. A good place to live, but not unlike the ghost town of Heinola, a few miles to the west, New York Mills faces possible extinction.

External Forces Leading Places into Trouble

Places are also shaken by major forces in the external environment over which they have no control. The major forces upsetting the economic equilibrium of communities are rapid technological change, global competition, and political power shifts.

RAPID TECHNOLOGICAL CHANGE.  Technological advances unleash the most potent changes in the way people live, work, travel, and communicate. Nineteenth-century America was an agricultural economy, operating basically on rudimentary human and mechanical power. Twentieth-century America became a manufacturing economy, operating on sophisticated mechanical and electrical power. In moving into the twenty-first century, the United States will be a knowledge and service society, operating primarily on electronic and computer power.

Technological advances inevitably hurt some industries in a process that economist Joseph Schumpeter called “creative destruction.”The invention of the automobile made horses and carriages obsolete; on the other hand, it also led to superhighways, gasoline stations, drive-in restaurants and movies, and the explosive growth of the oil industry. Advances in oil refinement in turn led to new synthetic products such as nylon and rayon, which in turn depressed the demand for cotton and wool, permanently injuring those states dependent on producing natural fibers. Technological advances in communication, transportation, and manufacturing, exemplified by microelectronic advances, have become a driving force in the world economy. A decade ago, the United States generated three-quarters of the world’s scientific information; today this is down to 50 percent, and is likely to be halved again over the next decade.6 Most of the new jobs being created are in the “thoughtware sector” which includes computer software, finance, education, medicine, telecommunications, engineering services, data base development and dissemination, innovative forms of distribution, innovative insurance, new forms of hospital management and waste collection.7 Science and technology drive the marketplace, and their applications affect job growth. No wonder governments have assumed new responsibilities for promoting, encouraging, financing, and generating new technology and its applications.

Places are now beginning to feel the full impact of the revolution in technology and communication. Fax machines, hand-held computers, and teleconferencing allow companies to move to places with lower costs or more attractive working conditions. The old notion that Manhattan is finance, Los Angeles is film, and Detroit is automobiles is no longer valid. Financial services have recently moved to New Jersey and Kansas City, film production to Orlando and Czechoslovakia and automobile manufacturing to Tennessee and Mexico.

The automobile industry in America had no foreign plants thirty years ago. The Japanese, to avoid quotas and to take advantage of local market factors, built a large number of factories in America. The Japanese plants—some built in partnership with American manufacturers—feature rural locations, nonunion workers, and state-of-the-art manufacturing processes. The American automobile industry is now being rebuilt by outside money and the outsiders are changing the face of the communities in which they build.

GLOBAL COMPETITION.  In the nineteenth century, competition in America was mainly local and regional, given the underdeveloped state of transportation and communication. Competition became more global in twentieth-century America, especially in the 1970s. In this last decade of the twentieth century, a dominant factor in any community’s life is the emergence of a global economy and its consequences for the local economy and the quality of life. Previously self-contained local, regional, and national economies are being transformed into interdependent parts of an integrated world economy. As a result, global economic competition is combining with vast improvements in global communication, transportation, and finance to accelerate the pace, the intensity, and the scope of economic and social change, even in the smallest and most remote places.

In our new world economy, every place must compete with other places for economic advantage. Various communities launch drives to attract business firms and industrial plants, corporate and divisional headquarters, investment capital, tourists and conventioneers, sports teams, and so on, all of which promise increased employment, income, trade, investment, and growth.

No longer are places merely the settings for business activity. Instead, every community has to transform itself into a seller of goods and services, a proactive marketer of its products and its place value. Places are, indeed, products, whose identities and values must be designed and marketed. Places that fail to market themselves successfully face the risk of economic stagnation and decline.

Thus, the old realities of business cycles are now joined by the new realities of global competitive pressures. Nor are state-run economies spared the pressures of competition. Indeed, at the close of the twentieth century, communist economies, having labored for decades under socialist ideology, closed markets, and centralized planning, are desperately trying to stave off national bankruptcy, seeking to move toward a market or mixed welfare state/market type of economy. Nations, as well as cities, states, and regions, need to map out place investment strategies to carry them successfully into the twenty-first century.

The United States and other nations have entered into a new economic era. Older economic theories, models, and measurements designed for the industrial, smokestack era have lost their utility in explaining this new era. The policymaker’s faith in various monetary and fiscal prescriptions has been shaken by the simultaneous rise of inflation and unemployment. The Keynesian consensus that served decision makers during much of the twentieth century has weakened in an era of independent economies. In the new era, few of the old road map and compasses are of help in correcting an economic disorder. Table 1-1 contrasts the key differences between the old and the new economic eras. Places whose industries and firms operate according to the old economic era concepts are headed for hard times.

TABLE 1-1
Characteristics of Old and New Economies



	Characteristics
	Old
	New



	
Source: See Rosabeth Moss Kanter, The Change Masters (New York: Simon & Schuster, 1983), chap. 2.



	Scope
	Domestic
	Global



	Driving force
	Mass production
	Technology, innovation



	Resource
	Capital
	Knowledge, information



	Jobs
	Stable, large firms
	Dynamic, smaller firms



	Organizations
	Centralized/hierarchical
	Matrix, fluid, decentralized



	Markets
	Stable
	Fluid



	Workers
	Uneducated, unskilled
	Educated, skilled, adaptive



	Tasks
	Simple, physical
	Complex, intellectual, participatory



	Technology
	Mechanical
	Electronic, biological



	Emphasis
	Predictability
	Innovation, creativity



	Information flow
	Top-down
	Bottom-up, interactive



	Opportunities
	Limited, fixed
	Fluid, rotational, mobile



	Business/government
	Minimal intervention
	Cooperation, partnership



	Symbol
	Smokestack
	Computer




All places are intimately affected by the new global forces. Consider the following:


	Between 1983 and 1988, the U.S. Bureau of Labor Statistics estimated 10 million workers lost their jobs due to plant closings and layoffs, mostly related to foreign competition. On average, any given place is likely to lose one-half of its jobs over a ten-year period as jobs come and go, are redefined or reclassified. This means that simply to stay even in employment figures, places must replace one-half of their current jobs every decade. Such change increases the pressures on communities to retain current businesses and attract new ones.8


	More than 80 percent of U.S.-produced goods compete with foreign products, double the amount from 1970, while goods purchased by Americans from abroad more than doubled since 1970.9 Gone is the narrow, isolated market for products; this means that firms, large or small, must think in export terms and about foreign competition. Communities must urge their companies to undertake exporting to earn foreign exchange to pay for the growing amount of foreign imports.

	There has been a notable shift in the source of new jobs, according to the economist David Hale.10 The last decade saw a downsizing of large businesses, an explosive growth of new companies, and a spiraling growth of self-employed. Since 1980, America’s 500 largest companies have lost more than four million jobs, while small businesses have created 20 million new ones. Promoting small business would call for reversing an earlier emphasis on large business retention and attraction. If small business constitutes the engine of the job generation process, then places should promote those things that facilitate small business growth: entrepreneurs, commercialization of new technologies, research parks and business incubator centers, incentives for small business, and attracting venture capital. In the 1990-92 recession, small business formation slowed because of new restrictions and higher costs, which hampered new job growth.

	Businesses increasingly think of the advantages of international locations rather than domestic locations alone, giving rise to joint ventures, sourcing abroad within a production chain, and worldwide integration of research, development, purchasing, production, and marketing activities. Nearly one-half of the world’s exports of nonagriculture products originate in companies that are units in a multinational network, and nearly one-quarter of these exports consist of exchanges among units of individual multinational firms. Businesses are footloose, more capable than ever of adjusting to changes in their environment, far more than are places.11


	The increased mobility of businesses has contributed to much accelerated job turnover and employment mobility. Gone are job security, the notion of several decades with a single employer, and a gold watch at age 65 retirement. Today, an estimated one in five people leaves his or her job each year—more than 20 million job turnovers—due to retirement, to layoffs, to job reclassification.12 Competitive forces have transformed the world of work and business investment in worker training. Training costs are being driven by a shrinking product life cycle, technical job requirements, and middle management downsizing. Accordingly, PHH Fantus projects that by the year 2000 it will cost $20,000 to train a new hire for manufacturing firms opening a new U.S. plant.



INTERGOVERNMENTAL POWER SHIFTS.  Technological advances and global competition have given rise to extensive debates at all government levels—city, state, and nation—about the appropriate role of government intervention into troubled places and industries. Marketplace shifts and changes have occurred at a rate far faster than government’s capacity to respond. The unceasing globalization of markets has produced at least three different camps on the role of government. One group—the protectionists—favor high tariffs and quotas to protect America’s established industries and places—usually the declining industries—from losing jobs to foreign competitors. A second group—the government activists—want the government to engage in active industrial policy to define and assist those growth industries deemed to constitute America’s best future. A third group—the free traders—want the government to steer clear of both protectionism and industrial policy, leaving the sorting out to the market.

U.S. policymakers in the 1970s debated whether there should be greater federal government interventions into the marketplace to aid ailing places and industries and to abet new industries. By the late 1980s, however, such discussions not only diminished as a result of federal resource constraints and large federal deficits but more practically were also overtaken by realization of the great difficulties of identifying future growth industries in such a rapidly changing world economy. In the wake of the 1990-1992 recession, industrial policy had returned again under the rubric of “growth policies for the 1990s” with the prospect that it again would be widely debated.13

Greater openness of the U.S. economy, a high degree of capital mobility, and flexible exchange rates, have altered the effectiveness of macroeconomic policies on the domestic economy. U.S. policymakers readily acknowledged that policies could no longer be set independently of our major trading partners and creditors. Harvard’s Robert Reich, a prominent industrial policy advocate in the 1970s, belatedly acknowledged this change, noting that the nation-state has become obsolete in its capacity to micro-manage state and localities’ economic adjustments and is too large to do so effectively.14

A new view about the federal government’s responsibilities for helping local economies grew during the Reagan administration. In the 1960s the federal government assumed greater fiscal and programmatic responsibility for states and localities. Beginning in the late 1970s direct federal fiscal assistance for these governments has been reduced, making these governments more responsible for generating funds for schools, health, and various social services. Gradually, many communities found themselves with insufficient financial resources to support many of their public services—a condition worsened by the 1990-92 national recession.

The main point is that places have been heavily affected by external forces related to rapidly changing technologies, global competition, and intergovernmental power shifts. Not only must communities respond effectively to these threats but they must also do a better job of anticipating their occurrence.

WHAT ARE PLACES DOING TO SOLVE
THEIR PROBLEMS?

Troubled places are responding to these developments and changes in a variety of ways. A few do nothing because they lack leadership or are resigned to their fate. Most of them scramble for more resources, thinking that money is the solution to their problems rather then diagnosing their problems from a systematic perspective. These towns and cities lobby their state governments for bailout money. Some issue more bonds and raise taxes. Eventually, they try to cut local government costs:they slow down payment of their bills, they dismiss city workers, and in some more recent cases, they start privatizing public services to save money.

Beyond the effort to husband their financial resources, many communities roll out aggressive programs to attract industry and tourists Their local chambers of commerce and economic development agencies hunt down leads of possible businesses they might attract with handsome inducements. Today the states of New Jersey and Connecticut keep raiding New York City for corporate headquarters, factories, investments, visitors, and tourists. The states of Wisconsin, Indiana, and Michigan compete vigorously to attract Chicago-area residents as summer vacationers. South Dakota successfully competed with Minnesota to attract meat processing plants and service facilities to its area. Kentucky competed successfully with several other American states, using tax abatements and other business incentives, to convince a Japanese auto manufacturer to build its new auto plant there. Less successfully, a number of California municipalities failed in their bid to attract a major new technology research center; instead, a consortium of corporations in the semiconductor field decided to locate their major new research and development facility in Austin, Texas. The escalating competition between states for business attraction has the marks of a zero-sum game or worse, a negative-sum game, in that even the winner ultimately becomes the loser.

Communities are also working hard to prevent their current businesses from exiting in search of lower-cost labor or taxes or higher inducements. Witness New York City’s efforts to retain its businesses:

Dateline, New York City, November 1988: In the wake of losing corporate headquarters—Union Carbide, 1980 (4,000 jobs); J. C. Penney, 1987 (4,000 jobs); Mobil (1,600 jobs) and more than 10,000 back office jobs of such major financial institutions as Merrill Lynch; Bankers’ Trust; PaineWebber; and Donaldson, Lufkin and Jenrette—New York City offers Chase Bank a record$235 million in financial rewards over 25 years to move 5,000 workers to Brooklyn rather than to Jersey City. To match the lower costs and other advantages offered by competing areas, NYC has developed the art of high-stakes deal making for the purpose of business retention; $50 million for Shearson Lehman (1984);$100 million for NBC, (1987); $85 million for Drexel Burnham (1988); and a yet to be disclosed amount for Citicorp (1988). Henceforth, any company, large or small, currently located in New York City, that moves above 96th street in Manhattan or to the city’s four other boroughs, according to city policy, will have a standing offer to negotiate a retention package.15

Communities also compete by financing some expensive attractions to the area that might make it a stronger tourist or business destination. The assumption is that if something works in place A, it is likely to work in place B. Designing downtown pedestrian shopping malls or riverfront festival markets, sports stadiums, museums, research parks, and convention centers are a few examples of what often has come to be regarded as panaceas for troubled places. This approach is generally characterized by piecemeal, ad hoc actions, that seek a single solution for multifaceted problems. Unfortunately, many of these ad hoc investments produce more expense than income. Memphis, Tennessee, started building a Great American Pyramid to house its sports arena but today is left with a cavernous thirty-two-story pyramid that stands vacant except for a basketball arena. Consider Flint, Michigan’s abortive effort at revitalization:

Flint, Michigan, found itself in a deteriorating condition in the 1980s. General Motors (GM) chose to close plant production as their sales declined. While still the city with the most GM employees, the city officials needed to rethink Flint’s future. One plan called for remaking Flint as a short-trip destination for midwesterners looking for a weekend of entertainment. The city financed a giant theme park called Autoworld. In addition a new Hyatt Hotel was constructed and some renovations to the downtown shopping area were undertaken. It all sounded good, but quickly failed. Autoworld was a pale imitation of Disney. The hotel and shopping improvements were too thin to present an image of a real transformation. And the surrounding deteriorated areas turned off visitors. The hotel ultimately closed down. Downtown Flint today consists of mostly shuttered stores, and a few bars and X-rated movie theaters. Flint’s troubles were dramatized in Michael Moore’s Roger & Me, a pseudo-documentary film that basically trashed GM’s treatment of Flint and Flint’s inept response to its crisis.

Along with these moves, places intensify their communication expenditure and image making. The communities try to float positive stories and ads, and prevent negative news stories describing their plight These communities think they are carrying out marketing programs, when in fact they are only undertaking promotion programs. Marketing provides a more comprehensive problem-solving framework, of which promotion is only a small part.

A few communities respond to their crisis by undertaking serious market-oriented strategic planning. They appoint a top-level commission of public and private citizens who evaluate the community’s troubles and their underlying causes, examine the place’s current and potential opportunities, and establish a long-term vision of what the community can be and achieve in the long run. They recognize that a community is an export-import center and that the community’s survival, if not prosperity, depends on figuring out what it can produce and export to earn enough revenue to buy the products and services that it must import from elsewhere.

Few cities had more problems than Cleveland in the 1970s. The lasting image was of a city besieged by incompetent leadership, financial failure, civil worker strikes, and a hopeless school system. The citizens, finding themselves unable to attract new companies or tourists, launched the New Cleveland campaign. “The campaign had three objectives:


	To identify and document Cleveland’s strengths and continuing development

	To communicate these matters in a credible, creative, and effective manner commensurate with the quality of the city itself

	To restore and enhance local, regional, national and international confidence in Cleveland.”16




The city’s business and public leaders supported new construction in the deteriorating downtown area. They invested in infrastructure improvements in transportation and access. Cleveland broadcasted its revitalization story using direct mail, booklets, and newsletters, all targeted to specific opinion leaders and buyers. As a consequence of these and other initiatives, Cleveland’s marketing program won All-American city honors in both 1982 and 1984. Even more significantly, public opinion began to turn in favor of Cleveland as new business moved in and citizens gained confidence and exuded a positive attitude about their city’s future prospects.

WHAT SHOULD PLACES BE DOING TO SOLVE
THEIR PROBLEMS?

A central proposition of this book is that marketplace shifts and changes occur far faster than a community’s capacity to react and respond. Buyers of the goods and services that a place can offer (i.e., business firms, tourists, investors, among others) have a decided advantage over place sellers (i.e., local communities, regions, and other places that seek economic growth). The challenge of place marketing is to strengthen the capacity of communities and regions to adapt to the changing marketplace, seize opportunities, and sustain their vitality.

This book presents a fresh approach—called strategic place marketing—for the revitalization of towns, cities, regions, and nations. Strategic marketing calls for designing a community to satisfy the needs of its key constituencies. Place marketing succeeds when stakeholders such as citizens, workers, and business firms derive satisfaction from their community, and when visitors, new businesses, and investors find their expectations met. Place marketing, at its core, embraces four activities:


	Designing the right mix of community features and services

	Setting attractive incentives for the current and potential buyers and users of its goods and services

	Delivering a place’s products and services in an efficient, accessible way

	Promoting the place’s values and image so that potential users are fully aware of the place’s distinctive advantages



The major elements in strategic place marketing are shown in figure 1-3. The initial task is to organize a planning group made up of citizens, business people, and local and regional government officials. This planning group validates the importance of collaboration between the public and private sector and the need to involve all stakeholders in shaping a place’s future. The planning group’s charge is threefold: First, it must define and diagnose the community’s condition, its major problems, and their causes. Second, it must develop a vision of the long-term solution to the community’s problems based on a realistic assessment of the community’s values, resources, and opportunities. Third, it must develop a long-term plan of action involving several intermediate stages of investment and transformation.

The long-term solution involves improving four major marketing factors found in every community: First, it must assure that basic services are being provided and infrastructure maintained to the satisfaction of its citizens, businesses, and visitors. Second, the place may need new attractions to improve the quality of life to sustain current business and public support and to attract new investment, businesses, or people. Third, the community needs to communicate its improved features and life quality through a vigorous image and communication program. Finally, the place must generate support from its citizens, leaders, and current institutions for making the place hospitable and enthusiastic about attracting new companies, investment, and visitors to its community.

FIGURE 1-3 Levels of Place Marketing

These four marketing factors, in the final analysis, affect the place’s success in attracting and satisfying its five potential target markets: goods and service producers, corporate headquarters and regional offices, outside investment and export markets, tourism and hospitality business, and new residents.

The fortunes of places depends in the final analysis on the collaboration of the public and private sectors—teamwork among governmental units, business firms, voluntary and civic associations, and marketing organizations. Unlike purely business or commercial product marketing, place marketing requires the active support of public and private agencies, interest groups, and citizens.

A place’s potential depends not so much on a place’s location, climate, and natural resources as it does on its human will, skill, energy, values, and organization. For a place to succeed, it must be able to carry out the following fundamental tasks:


	Interpreting what is happening in the broad environment.

	Understanding the needs, wants, and behavior choices of specific internal and external constituencies.

	Building a realistic vision of what the place can be.

	Creating an actionable plan to complement the vision.

	Building internal consensus and effective organization.

	Evaluating at each stage the progress being achieved with the action plan.



CONCLUSION

No two places are likely to sort out their strategies, use their resources, define their products, or implement their plans in the same way. Places differ in their histories, cultures, politics, leadership, and particular ways of managing public-private relationships. Accordingly, places have to acknowledge that there are no simple panaceas, doctrinaire prescriptions, or magical elixirs. Instead, place marketers are guided by an amalgam of economic theories, demographic and industrial trend forecasts, and political understanding, case examples, and practical experience. We believe that strategic place marketing is the most adaptative and productive approach to the problems of places.


2 How Places Market Themselves

We have seen how places increasingly compete with other places to attract their share of tourists, businesses, and investment. The marketing of places has become a leading economic activity and, in some cases, the dominant generator of local wealth. Consider a few examples:


	After an intense competition among cities, the International Olympic Committee chose the city of Atlanta, Georgia, as the site of the 1996 Summer Olympic Games. The value to Atlanta, its businesses, and its citizens is estimated at more than $3billion.

	The battle for the supercollider project ignited an intense competition among the states. The project offered the winning state a large number of high-tech science positions and the short-term benefit of thousands of construction jobs. The states went all out to impress the visiting federal representatives. A typical reception committee included brass bands, helicopter rides over proposed sites, banquets, museum visits, and welcoming banners draped over main street. The states also spent money on environmental impact studies, lobbying in Washington, D.C., and for public relations addressing local and national concerns. In the end, Texas won the prize after pledging millions of their own money and benefiting from their considerable influence in Washington, D.C.

	The intense competition for the United Airlines Maintenance Facility ended with the prize being awarded to Indianapolis. Two of the finalists had different views of the competition. Louisville withdrew, claiming the bidding was unfair. An Oklahoma City councilman saw the competition differently: “We had a good run at it, but we didn’t get there.”1




Economic development has long been a priority of places, states, regions, and nations. Only in the past decade have a few places shifted from a rather narrow view of economic development to a broad set of strategies to attract new businesses, retain old ones, develop overseas trade, build tourism, and attract outside investors. Places have transformed their ad hoc economic campaigns into highly sophisticated marketing strategies aimed at building competitive markets, targeting specific buyers, and positioning the community’s resources to respond to specialized buyer needs and desires.

Organizing a program to develop and market a place requires a thorough grasp of target markets. In this chapter, we address three questions: (1) Who are the main target markets of place marketers? (2) How do place marketers market their place? and(3) Who are the major place marketers?

WHO ARE THE MAIN TARGETS
OF PLACE MARKETERS?

Most places are interested in growth, but not growth at any cost. Places distinguish between three groups that might be drawn to a place: people and businesses worth attracting; people and businesses who are acceptable but need not be specifically targeted; and people and businesses to avoid or discourage. In the last group, for example, are ex-convicts, drug dealers, inveterate gamblers, prostitutes, and questionable or shaky businesses. Even here, Las Vegas or Atlantic City would want to attract some of these groups, such as inveterate gamblers.

When a place wants to attract a buyer category such as tourists the place must carefully define this category in order to achieve its goals For example, Finland would like to attract more tourists during the winter and fewer during the summer, when its vacation areas are over crowded; it would be happier attracting wealthy tourists from Switzer land rather than poor tourists from Hungary; it would like to attract Australian tourists but has a better chance of attracting British tourists.

Or consider a place such as Florence, Italy, that thrives on tourist expenditures. Possessing one of the greatest treasure houses of Renaissance art in the world, Florence attracts visitors who want to experience its art, history, and cultural life. Yet, even this market is a complex one, consisting of different age and income groups; professional groups, such as art curators, European historians, and their professional associations and conventions; students of Michelangelo, Donatello, and other great masters of painting and sculpture found in Florence; perhaps even business firms in the fields of art supply, paint manufacturing, and the graphic arts, attracted to Florence for business meetings or to create new sales branches.

Or consider New York City, where tens of thousands of square feet of office space stand vacant because of the out-migration of service industries. Surely, a major target market for New York City consists of U.S. and overseas firms in industries such as financial services, real estate management, publishing, tourism and conventions, and in industries that produce cultural products such as the visual and performing arts. New York City’s target markets are broader still. For example, New York is the headquarters of the United Nations diplomatic missions and of numerous international agencies. Should it seek to attract the headquarters of other major nonprofit organizations such as relief agencies that work closely with United Nations agencies, and agencies dealing with drug abuse, homelessness, and crime control?

All said, a place can try to attract any of four broad target markets: (1) visitors, (2) residents and workers, (3) business and industry, and (4) export markets. (See table 2-1.) We comment briefly on these target markets here and examine them further in chapters 8, 9, 10, and 11.

Visitors

The visitor market consists of two broad groups: business and nonbusiness visitors. Business visitors come to a place to attend a business meeting or convention, to check out a site, to buy or sell something. Nonbusiness visitors include tourists who want to see the place and travelers who are visiting family and friends.

Every visitor to a place spends money on food and lodging, local products, and other goods and services. This spending has a multiplier effect on local income, employment, and on the tax revenues generated by businesses. Presumably, these visitors spend more in a given place than the cost incurred by that place in providing them with services. The greater the number of visitors attracted, and the less the cost imposed by each visitor, the greater the net income to the place they visit. Similarly, the longer the visitors stay, the more they spend. Places would, therefore, prefer to target those visitors who spend the most per day and stay the longest.


	VISITORS

	


	RESIDENTS AND WORKERS

	


	BUSINESS AND INDUSTRY

	


	EXPORT MARKETS



Most places attract visitors by setting up tourism and convention bureaus. In large cities, these are typically separate organizations that compete with each other for public funds. In Chicago, for example, tourism is handled by the Chicago Tourism Council while the Chicago Convention and Visitors Bureau manages business visitors. Each organization claims that it can produce more net income than the other The Chicago Convention and Visitors Bureau claims that a trades-show visitor typically spends more than 500 percent more per stay than a tourist in Chicago; therefore, it argues that it should receive a larger share of public funds to promote these activities.2

Tourism bureaus must decide on how to allocate their funds to competing tourism destinations within their area. In the province of British Columbia, potential tourism destinations compete for a limited pool of grants, loans, and professional advice from the Ministry of Municipal Affairs. In the United States, 54 county-based tourism agencies in Pennsylvania compete for $7.7 million in tourism promotion grants.3

The tourism bureau must also decide between attracting a mass market of low-spending, short-stay tourists or a smaller market of high-spending, long-stay tourists. In addition they must decide on how much to spend trying to attract tourists from their region, from other regions within the country, and from other countries. Chicago, for example, attracts most of its visitors from the Midwest; some from the East Coast; fewer from the West Coast; and some from foreign countries, particularly Ireland. Greece, a country highly dependent on tourism, carefully monitors changes over time in the composition of its visitors. As part of its marketing planning process, Greece analyzes the origin of visitors from more than thirty-five countries.

Tourism bureaus must also decide on the specific groups to attract. Israel, for example, must decide how many funds should be spent to attract Jewish visitors, Jewish settlers, Christian pilgrims, Muslim pilgrims, professional and amateur archaeologists, historians, and other scholars.

Convention bureaus, on the other hand, must decide how to allocate their funds between improving the place’s convention and meeting facilities and promoting these facilities to targeted industries, business firms, and trade associations. A city with limited convention or hotel facilities, cannot compete for large national conventions such as CON-EXPO held by the Construction Industry Manufacturers Association, the National Restaurants’ Show, or the annual convention of the National Association of Medical Equipment Suppliers. Even in pursuing smaller trade and professional associations, a place finds itself competing against other convention bureaus in similar size cities. Lead times for booking these conventions run three to ten years into the future; so strategies and marketing activities require well-thought-out plans. For prestige events, such as the Superbowl or the Olympics, the place wars are particularly fierce and long-term strategic marketing is critical.

In the midst of the visitor drive, there is irony in the fact that a place’s citizens are often divided over the desirability of attracting large numbers of visitors. Critics cite the following social costs of visitors:


	
The visitors might damage the environment by abusing facilities and nature. The Finnish people, for example, resent German vacationers who often come in large numbers, stay at camping grounds, leave litter, and spend little money.

	
Some visitors might be undesirable. Amsterdam’s reputation as a very tolerant city attracts a large number of “flower children” and drug users, with the consequence of an increasing crime rate.

	
The visitors often come during seasons that crowd the facilities the indigenous population would normally use. Residents living in the French Riviera complain that they can hardly use their beaches in August because of the huge influx of tourists and traffic.

	
Tourism gives rise to low-paying jobs in service industries—restaurants and hotels—which may be less desirable than other patterns of business developments. Andreas Papandreou, the former Greek prime minister, resisted developing Greek tourism further by saying that he didn’t want to turn Greece into “a nation of waiters.”



The point is that a place must develop a set of objectives and strategies toward visitors rather than promoting haphazardly. Once a place decides on which visitors and how many visitors it wants, it can begin to build up its facilities and infrastructure. It does this by researching what its target visitors seek in different destinations and what they seek in coming to the place. Many a community has built up its visitor infrastructure without clear target groups in mind, only to be left with half-empty hotels and facilities.

Residents and Workers

A second important target market for places is residents and workers. A place may want to augment its number of unskilled workers; for many years, Germany and France actively recruited foreign low-skilled laborers from Turkey, Algeria, and Morocco. Places with aging populations—such as Vienna and Sweden—work hard to attract or retain young people in the community. Some small U.S. towns are desperate to attract a physician and dentist to live in the town; otherwise the townspeople go without medical help.

On the other hand, some places are so attractive that, finding them selves overwhelmed by an in-migration of new residents and workers. they lack the facilities to accommodate all the newcomers. Some have launched no growth or “demarketing” campaigns that seek to limit their physical and population growth. Some places have even created negative images of themselves to discourage people from settling there. Oregon circulated stories to discourage new residents: “You can tell when it’s summer in Oregon; the rain feels warmer.”

When cities undertake to attract specific residents or workers, they must develop appropriate incentives. Young families, for example, place emphasis on schools and on public safety as major factors in choosing a place to settle in. Older households, on the other hand, are likely to pay attention to cultural and recreational facilities.

Business and Industry

Attracting business, industry, and economic investment constitutes a third category of target markets. Places typically seek to attract new businesses and industries to provide jobs for their citizens and revenues for their treasuries. In the past, places have chiefly sought “smokestack” industries such as steel and autos. Today, they are more interested in attracting“clean industries” such as banking, catalog and subscription services, and especially high-tech firms. Communities also are usually committed to retaining existing businesses and fostering their expansion.

Places need to understand how business firms make their location decisions. As a rule, business firms rate places as potential sites in terms of their business climates and regulatory environments; the caliber of the labor force; the availability of infrastructural benefits such as access to airports, good roads, and mass transportation; the quality of the school system and other types of training institutions; and the quality of life. Business firms also respond to relocation inducements and incentives such as tax concessions and tax deferrals, inexpensive land and infrastructure subsidies, and subsidized training facilities. Some states, such as Wisconsin, view the relocation decision as a call to battle; see Exhibit 2-1.

A place can maintain and strengthen its economic base in four ways: First, the place must retain its current businesses, or at least the desirable ones. Retention is a major problem for New York City in that several major corporations have moved or threatened to move important labor-intensive functions out of the city into lower cost locations. More businesses in various cities are playing the game of “holdup”: If the city doesn’t meet our terms, we’ll leave. These are no longer idle threats; competitive locations are becoming more active as raiders raising the ante in the bidding wars. Each place must reexamine the location value it offers to the existing companies. Places cannot wantonly raise business taxes and neglect to provide modern business services if they want to retain their critical industries and companies. The ransom game is a dual-edge sword. If a place offers too little to keep a business, it will lose the business; if it pays too much, it also loses.

EXHIBIT 2-1
Forward Wisconsin: Target Marketing
for a Competitive Edge

Forward Wisconsin is a privately backed economic development group that runs a highly sophisticated marketing operation. Wisconsin is well known for its extremely aggressive marketing program that raids its neighbors frequently and successfully. Forward Wisconsin accomplishes its goals by using a focused approach that markets Wisconsin as a desirable business location.

There are six targets that it identifies:

Specific industries. Industries such as biotechnology, food processing, and printing that match-up well with state strengths.

Quickly growing companies. Fast-growth companies that need new facilities.

Crucial geographical targets. Prime targets are surrounding states, because they have a history of moving across state lines to Wisconsin. East and West coast areas where quality of life has deteriorated are also seen as good places to raid. Links to Wisconsin. The program identifies executives who have vacationed or lived in Wisconsin. It checks tourism organizations for name leads.

Minority businesses. It tries to attract minority businesses to Wisconsin.

Opportunity targets. It searches for companies undergoing changes in company status, new CEO leadership, or seeking new Midwestern locations.

To reach the targets, Forward Wisconsin conducts direct mail campaigns, telemarketing, prospect visits, trade shows, and special events. Even more telling is the sheer volume of the effort. In a marketing year, it will send out 40,000 personalized letters, speak with 3,000 companies over the phone, and participate in a mix of events ranging from hosting a reception before a Milwaukee Symphony concert for executives to personal visits by teams of their economic developers to raidable places such as Minneapolis-St. Paul and Chicago.

When Forward Wisconsin visits your place, it is best to hide the children.

Source: Marketing Plan of Forward Wisconsin.

Second, the place must devise plans and services to help existing businesses expand. When these businesses sell more products to more distant markets, they produce more income and jobs within the local economy. The city, for example, can sponsor training programs to help managers and workers improve their skills; improve the transportation, communication, and energy infrastructure:facilitate bank loans to local businesses; and provide specialized amenities tailored to specific business needs.

Third, the place must make it easier for entrepreneurs to start up new businesses. David Birch of M.I.T. has documented that most new jobs in the United States have been provided by new business start-ups and not from expansion of America’s largest companies.4 Therefore, a place must understand and foster the conditions that attract and support local entrepreneurs. These include developing a strong small business agency to train and advise entrepreneurs, encouraging local banks to make obtaining loans easier for start-up businesses, providing loans, generating equity lending, bringing together venture capitalists and entrepreneurs, promoting research parks, helping secure government contracts, and using various incentives to aid business start-ups. Exhibit2-2 describes Iowa’s campaign to attract new business.

EXHIBIT 2-2
State for Sale

Iowa has a problem. The state is losing population. Between 1975 and 1985, Iowa experienced a dramatic downturn in agriculture with reductions in new housing units, nonagricultural jobs, and contract construction. Although Iowa has one of the most distinguished public and private school systems in America, Iowa graduates are moving out of state because of the lack of jobs.

Not surprisingly, Iowa has launched an all-out campaign to industrialize. In 1987, the state legislature passed a major training and benefits program for new business in Iowa, including the repeal of machinery and equipment taxes, repeal of personal property taxes (including corporate inventories), the creation of tax credits for new jobs, tax abatements for new R&D facilities, and interest buy downs on business loans. In addition, Iowa has no unitary tax on corporate income, a right-to-work law, deductibility of federal income tax, ample industrial revenue bond financing, a single factor corporate income tax, and a foreign trade zone.

“The structure of the Iowa Industrial New Jobs Training Program (INJTP) allows employees to select the trainees of their choice, train them anywhere in the world, and then receive a 50 percent wage and benefit reimbursement for up to one year.”

For Iowa, no employee is untrainable, no tax structure too low, and no cost too high.

Sources: Diana C. Woods researched Iowa’s marketing packages in June 1988 at Northwestern University. Quotation from advertising insert provided by the Division of Job Training, Des Moines, Iowa, March 1992.

Fourth, a place can aggressively attract outside companies or their factories to move to its location. Most states have an economic development agency or nonprofit corporation whose job it is to target, visit, and solicit outside companies to invest resources in their location. In some cases, it is questionable whether the rewards of attracting a company are equal to the incentives places offer them:

Six states competed vigorously to attract a new Japanese auto plant; Tennessee won the prize by offering a huge set of concessions. For months, [Tennessee] state officials met with Japanese envoys, granting demand after demand. They agreed to highway improvements and new sewer lines. They promised tax abatement, discounted utility rates and offered Saturday language lessons. Tennessee would throw in driving lessons, too. The deal was done.5

Kentucky engaged in a spirited contest to snare Toyota Motor Corporation. It spent more than $125 million—including $55 million in worker-training grants alone—to persuade Toyota to build an auto plant in Georgetown. By the time all the tax incentives are accounted for, the total bill may exceed $350 million. State and local officials vehemently defend these costs on the grounds that the current and prospective benefits far outweigh such concessions.

Fort Wayne, Indiana, invested $15 million in 1985 to provide a transportation hub for Burlington Air Express only to see Burlington shop around for more public funds in 1989. Toledo, Ohio, responded to Burlington’s needs, by offering to put up $50 million in 1989 to build a highway interchange, make runway improvements, and build a hub facility for the company. This subsidy worked out to at least $125,000 per job! Taxpayers are beginning to question whether these concessions are inordinate giveaways or necessary investments. Mayor Fred Helmke, on losing this battle with Toledo, commented, “We’re players in economic development, but we’re not suckers.”6

Clearly the ante has risen so fast that each new concession becomes the starting point for the next negotiation. The result is inducement inflation and a negative-sum game for all except the Japanese. Businesses from other countries have followed the Japanese lead in pyramiding concessions from the place bidders.

Places need to choose the best mix of the four industry buildup strategies. They must define the types and mix of industries to pursue. Many places try to avoid attracting polluting industries, sweatshop industries, and industries that draw undesirable residents and visitors (such as gambling and prostitution). Border cities such as San Antonio, Texas, have had rousing public debates on whether to exploit the benefits of low-cost labor or to seek markets with more advanced technologies and higher paying jobs. Cities need to decide whether they should build a diversified economy or one based on a few specialized industries. Large cities such as Chicago, Philadelphia, and Boston, thrive on a diversified industry base. Other cities thrive on one or a few specialized industries such as Rochester, Minnesota, (health care and computers), Nashville, Tennessee, (health care, military, and musical entertainment), and Pittsburgh, Pennsylvania, (computer software, robots, and medical technology). As desirable as diversification may seem, most communities do not have the luxury of being able to play this game and, instead, must seek niches and specialized markets.

Export Markets

A fourth target market is exports—the ability of a city or a region to produce goods and services that other places, people, and business firms are willing to purchase. Exports are the lifeblood of city-states such as Singapore and Hong Kong, whose natural resources are too limited to produce everything they need, nor can their limited populations absorb all the goods and services they can produce. The wealth of such places depends on aggressively exporting products to other countries, and then using the export earnings to finance the imports of raw materials and other goods that they require.

Yet, Singapore and Hong Kong are the rule, not the exceptions. All cities, states, and nations must import; they need automobiles, computers, clothing, and so on. Therefore, they must produce some goods and services that can be exported. Every place must encourage its local businesses to expand their sales beyond the local market into the large domestic market as well as foreign markets.

A few places have managed to create strong brand names and images for the products and services they supply. Italy enjoys a strong image for producing high-quality fashion goods; and the Made in Japan label produces instant consumer confidence in Japanese cars and consumer electronics. Some American states have managed to brand some of their products: examples include Florida oranges, Wisconsin cheese, Kentucky bourbon, and Idaho potatoes. Once a place has established a strong brand name for one particular product line, it may be able to transfer its positive image to other related product lines.

On the other hand, certain places have poor reputations for the quality of their goods, and this inhibits exports. Thus, Yugoslavia’s car the Yugo, did not sell well in the United States because of Yugoslavia’s poor manufacturing reputation. Ford car dealers had a difficult time selling their Mexican-manufactured cars in the United States, because of Mexico’s weak image. (Ironically, Ford’s higher-quality cars were made in Mexico.) In general, cities, regions, and nations can project an image that either helps or hurts their manufacturers’ ability to sell goods elsewhere.

Places are well advised to aim for some diversification of their industries and target markets. Diversity, however, is not always an option; smaller places have no choice but to focus on one particular market. An example are the Caribbean Islands that focus almost exclusively on tourism because they possess few other resources that can rival the appeal of their sun and sand.

A government export agency can contribute in several ways to promoting exports: The agency can offer subsidies to local businesses and insurance devices that reduce a company’s risks. It can sponsor training programs and offer technical assistance to familiarize companies with export procedures. It can enlist public relations firms to improve a community’s image in target export markets. Government export agencies can sponsor overseas trade shows for a community’s products, open foreign offices to aid local industries, and take local business executives on foreign trade missions to make contacts and solicit orders.

HOW DO PLACE MARKETERS MARKET
THEIR PLACES?

Increasingly places rely on four broad strategies to attract visitors and residents, build their industrial base, and increase exports. These strategies are image marketing, attractions marketing, infrastructure marketing, and people marketing (see table 2-2). We examine these strategies in the following paragraphs.

Image Marketing

Under an image strategy, the place hires an advertising agency or public relations firm to identify, develop, and disseminate a strong positive image for the place. This is often the least expensive of the three strategies, since the place is not investing money in adding attractions or improving its infrastructure, but only “communicating” something about its present features to others.

TABLE 2-2

Major Actors in Place Marketing


	Mayor and/or city manager

	Urban planning department

	Business development department

	Tourist bureau

	Convention bureau

	Public information bureau

	Infrastructure managers (transportation, education, sanitation)




	Real estate developers and agents

	Financial institutions (commercial banks, mortgage banks, pension funds, etc.)

	Electricity and gas utilities

	Chamber of commerce and other local business organizations

	Hospitality and retail industries (hotels, restaurants, department stores, other retailers)

	Tour packagers and travel agencies

	Unions

	Taxi companies

	Architects




	Regional economic development agencies

	Regional tourist boards

	County and state government officials




	Political head of government

	Various ministries

	National unions




	Embassies and consulates

	International chambers of commerce




The cost and effectiveness of the image strategy depends, of course, on the place’s current image and real attributes. A place may find itself in one of six image situations:


	
Positive image. Some cities, regions, and countries are blessed with positive images. Stratford-on-Avon, Venice, Santa Fe, and Singapore all conjure up positive images in most people’s minds. Though each place may have certain flaws and not appeal to everyone as a destination or place to live or a place for business, they all can be represented positively to others. They don’t require changing the image so much as amplifying it and delivering it to more target groups.

	
Weak image. Some places are not well known because they are small, lack attractions, or don’t advertise. If they want more visibility, they need to build some attractions and advertise them. Other places may have attractive features but may refrain from advertising, not wishing to be overrun with tourists. For instance, several towns along Maine’s coast and Oregon’s coast prefer not to broadcast their pristine virtues because their antigrowth sentiments outweigh their economic interests. They want to limit the public’s awareness.

	
Negative image. Many places are stuck with a negative image: Detroit is the murder capital of the United States, Miami is the vice capital, Colombia, South America, is the drug capital, Lebanon is war torn, and Bangladesh is poverty stricken. These places, if anything, want to curb their image distribution. They would like less news attention, rather than more; they would like to discover some hidden gem in their makeup that might provide a launching pad for a new image that covers up the old. North Dakota, for example, considered legislation to drop North from its name because of its apparent negative image—a cold, barren state losing population and business at a rapid rate. Yet, if the place advertises a new image but continues to be the place that gave rise to the old image, the image strategy will not succeed.

	
Mixed image. Most places contain a mixture of positive and negative elements. Many people want to visit San Francisco for its many attractions, but some visitors fear it as drug-ridden and a gay center. Washington, D.C, is a beautiful city but its exploding crime rate now contends with Detroit’s. Visiting Italy is a distinct pleasure as long as one isn’t there when worker strikes occur in airlines, railroads, police stations, hotels, and museums. Places with mixed images typically emphasize the positive and avoid the negative in preparing the image campaigns.

	
Contradictory image. A few places emit contradictory images in that people hold opposite views about some features of the place. Some people think of the Virgin Islands as a safe tourist destination and others see it as a dangerous place, remembering the tourist murders some years ago. Some people think of Pitts burgh as a polluted city because of its coal and steel industry and others know it as a clean-air, award-winning city. Los Angeles the brunt of many smog, traffic, and crime attacks during the 1980s, had revived its downtown, reintroduced light rail, and is reforming its police department. Here the strategy challenge is to accentuate the positive so that people eventually stop believing in the opposite, no-longer-true image. Image reversals, however, are difficult to accomplish as illustrated by the negative media coverage experienced by Los Angeles during and after the South Central riots.

	
Overly attractive image. Some places are cursed with too much attractiveness that might be spoiled if they promote themselves further. To fight the problems of traffic congestion, crowded schools, water pollution, and other costs of development, a group called Citizens for Limited Growth is trying to stem the tide of new residents moving to San Diego Albuquerque and Santa Fe, New Mexico, have spawned no growth movements. Petaluma, California, became famous for a landmark U.S. Supreme Court case on efforts to limit growth by refusing to extend water and sewer lines to proposed new developments. In some extreme cases, cities have actually fabricated and disseminated a negative image to discourage visitors and fortune hunters. They may put out the word that the townspeople are unfriendly or that the weather is bad.



Some places act as if good image work involves inventing a clever slogan. New York City’s “The Big Apple” and Minnesota’s“Land of 10,000 Lakes” are slogans that have appeared on everything from license plates to jackets. While a catchy phrase might capture attention, it can’t do the whole job of image marketing. A place’s image must be valid and communicated in many ways through several channels if it is to succeed and take root.

In fact, places typically find it difficult to choose a slogan because most places are multidimensional. In a 1989 meeting, seventy Chicago movers and shakers discussed an image for Chicago; such dimensions were raised as world-class museums, friendliest people, great universities, architectural mecca, America’s Riviera, my kind of town, ad infinitum. All these terms may have merit and even truth, but this doesn’t make the choice easy. Nor do any of these convey a full picture of the city’s riches. As much as Chicago seeks to shed its image as a gangster haven from the 1920s and the blemish of the infamous St. Valentine’s Day massacre, television reruns such as “The Untouchables” and a tour of gangster hangouts and the residences of some of Chicago’s more legendary gang figures perpetuate its darker image. Some places try to capitalize on a negative, as Haiti did; see exhibit2-3.

Images aren’t easy to develop or change. They require research into how residents and outsiders currently see the place; they require identifying true and untrue elements, as well as strong and weak elements; they require inspiration and choice among contending pictures; they require elaborating the choice in a thousand ways so that the residents, businesses, and others truly express the consensual image; and they require a substantial budget for the image’s dissemination.
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