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There is a long tradition of attempts to influence local 
economic growth in the U.S.

ÅTax incentives were offered by the state of New Jersey in 1791 to industrialist 
Alexander Hamilton to influence the location of a manufacturing plant.

ÅThe famed Erie Canal, completed in 1825, is one of the first public investments in 
infrastructure and was justified in terms of offering a cheap and safe way to 
transport agricultural products to markets.  

ÅThe earliest corporations werecreated by states to provide a mechanism to 
encourage private investments in economic growth (e.g., the Erie Canal).

ÅBy 1884 the State of Pennsylvania had invested over $100 million and placed 
promoters of the state on the board of directors of more than 150 corporations. 
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Mississippi Balance Agriculture with Industry 
(BAWI) policies of the Great Depression era 
(1933) 

Established the idea of a positive business 
climate around ideas of:

Å Cheap labor
Å Cheap land
Å Limited regulation
Å Limited taxation

CƛǊǎǘ ǎƘƻǘǎ ŦƛǊŜŘ ƛƴ ǘƘŜ άƴŜǿ ǿŀǊ ōŜǘǿŜŜƴ ǘƘŜ 
ǎǘŀǘŜǎέΦ



Neoclassical Firm Location Theory

Transportation cost minimization is the 
focal point.

Two step process:

1. Transportation costs selections a 
general region to locate.

2. Local cost factors (e.g., land, labor, 
tax, regulation costs) drives a 
specific site location.

For established large manufacturers 
ǘƘƛǎ ƳŀŘŜ ŀ ƭƻǘ ƻŦ ǎŜƴǎŜΧΦƘŜƴŎŜ ǘƘŜ 
Mississippi Balance Agriculture with 
Industry polices made sense.
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¢ƘǊŜŜ άǿŀǾŜǎέ ƻŦ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ǎǘǊŀǘŜƎȅ ǘƘƛƴƪƛƴƎΦ

1st Wave:    Industry Recruitment, focus on manufacturing.

This flows directly from the Mississippi Balance Agriculture with 
Industry (BAWI)

5ǊƻǾŜ ƘƻƳŜ ǘƘŜ ƛŘŜŀ ǘƘŀǘ ŀ άǇƻǎƛǘƛǾŜ ōǳǎƛƴŜǎǎ ŎƭƛƳŀǘŜέ ǊŜǉǳƛǊŜŘ 
ŎƘŜŀǇ ƭŀōƻǊ όƭŀōƻǊ ǳƴƛƻƴǎ άōŀŘέύΣ ŎƘŜŀǇ ƭŀƴŘΣ ƭƻǿ ǘŀȄŜǎΣ ƭƛƳƛǘŜŘ 
regulations.



Texas Office of the Governor:

Texas offers companies of all sizes and across all industries one of the best business climates in the 
nation, with a fair, transparent tax and regulatory structure designed for businesses to succeed.  With 
no corporate or personal income tax at the state level, companies operating in Texas enjoy one of the 
lowest overall tax burdens in the country. Texas is committed to maintaining its position as the best 
state for business, and passed legislation providing over $4 billion in tax relief for businesses. Texas 
prides itself on being a right-to-work stateand will continue to make strategic investments to ensure it 
maintains our competitive advantage, allowing businesses to prosper and grow.

North Carolina Economic Development Organization :

North Carolina has a proven track record of reducing and streamlining business taxes. At 2.5 percent, 
our state has the lowest corporate income tax rate in the countryΦ bƻǊǘƘ /ŀǊƻƭƛƴŀΩǎ business costs rank 
among the lowest in the nation, making our state a more profitable place to work. Recent tort reform, 
streamlined practices and the strengthening of business courts in the state have earned North 
Carolina accolades and rankings among the best legal climates in the U.S. What does this mean for 
you? When ǘƘŜǊŜΩǎ ƭŜǎǎ ǊŜŘ ǘŀǇŜ ŀƴŘ ƭƛǘƛƎŀǘƛƻƴ, your business can reach new heights, faster.



FloridaEconomic Development Organization:

Florida consistently ranks among the best states for business, thanks to its pro-business state tax 
policies, competitive cost of doing business and streamlined regulatory environment. Florida is 
working on legislative, fiscal and marketplace initiatives such as insurance tort reform, targeted 
industry incentives and many more.Florida is also a right-to-work state. Businesses thrive in this low-
tax environment, and employees enjoy the benefit of no personal income tax.

Tennessee Economic Development Organization :

Tennessee is proud to be a right-to-work state with no personal income tax on wages. Our state and 
local tax burdens are among the lowest in the country, and our state budget operates with a healthy 
surplus rather than a deficit. Successful overhaul of our tort and workers compensation laws.

Idaho Department of Commerce:

In Idaho, we keep our costs and taxes low, and we remove the burdensome regulations that get in the 
way of success. 
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¢ƘǊŜŜ άǿŀǾŜǎέ ƻŦ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ǎǘǊŀǘŜƎȅ ǘƘƛƴƪƛƴƎΦ

1st Wave:    Industry Recruitment, focus on manufacturing.

Å Big firms were the focus of attention.  (What is good for General 
Motors is good for America.)

Å Tax incentives.  (Throw money at businesses to move to your 
state.)

Å Public dollars invested in infrastructure 
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2nd Wave:  Smaller Businesses, focus on existing businesses.

Work by David Birch (1981) found strong evidence that job growth 
comes not from large but smaller, and more recent work (Haltiwanger, 
Decker, Miranda) notes particularly newer, firms.
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Job Creation: Births Net Jobs from Existing Firms
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2nd Wave:  Smaller Businesses, focus on existing businesses.

Business Retention and Expansion:   
Green Bay, WI Chamber of Commerce

BREis a proactive approach to economic development designed to better 
understand the challenges and opportunities businesses in our community face, and 
connect them with what they need to succeed. BRE also focuses on gathering 
feedback and insights on the overall business climate, which is aggregated and 
analyzed to identify trends.

In economic development we see firms growing in three ways:
ÅGrowth/expansion of existing firms (business expansion and retention)
ÅCreation of new firms (entrepreneurial development)
ÅAttraction of external firms to the market area (business recruitment)
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2nd Wave:  Smaller Businesses, focus on existing businesses.

¢ƘŜ ¦Φ{Φ ŜŎƻƴƻƳȅ ǎǘŀǊǘŜŘ ǎƘƛŦǘƛƴƎ ŦǊƻƳ ŀ άƎƻƻŘǎέ ǇǊƻŘǳŎƛƴƎ 
ŜŎƻƴƻƳȅ όƳŀƴǳŦŀŎǘǳǊƛƴƎύ ǘƻ ŀ άǎŜǊǾƛŎŜέ ǇǊƻŘǳŎƛƴƎ ŜŎƻƴƻƳȅΦ
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3nd Wave:  Public-Private PartnershipsΣ ŦƻŎǳǎ ƻƴ άŎƭǳǎǘŜǊǎέΦ

!ƭƳƻǎǘ ǎƛƴƎƭŜ ƘŀƴŘŜŘƭȅ ŘǳŜ ǘƻ tƻǊǘŜǊ ŀƴŘ 95!Ωǎ ŜƳōǊŀŎƛƴƎ ƻŦ tƻǊǘŜǊΦ

CƻŎǳǎ ƭƛƳƛǘŜŘ ǊŜǎƻǳǊŎŜǎ ƻƴ ŜȄƛǎǘƛƴƎ ƛƴŘǳǎǘǊƛŀƭ άŎƭǳǎǘŜǊǎέ ǿƛǘƘ ŀƴ ŜȅŜ 
toward new-ŜƳŜǊƎƛƴƎ άŎƭǳǎǘŜǊǎέΦ

Networking is key to dynamic and vibrant clusters, to facilitate such 
networking form public-private partnerships.

Invest in public institutions that can support the cluster.



Cheese Plants
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3nd Wave:  Public-Private PartnershipsΣ ŦƻŎǳǎ ƻƴ άŎƭǳǎǘŜǊǎέΦ

Viable clusters are more than just businesses interconnected 
through geographically grouped supply chains.

There are strong notions of social capitalwithin viable clusters.

People started to realize that there are multiple factors at play 
beyond taxes, labor costs, land prices and regulations.  We 
ƴŜŜŘ ŀ άsystems thinkingέ ŀǇǇǊƻŀŎƘΦ
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Vibrant 
Communities

Financial 
Capital

Political 
Capital

Social 
Capital

Cultural 
Capital

Natural 
Capital

Built 
Capital

Human 
Capital

The Shaffer Star

¢ƘŜ CƭƻǊŀǎΩ /ƻƳƳǳƴƛǘȅ /ŀǇƛǘŀƭǎ



Do People Follow Jobs, or Do Jobs Follow People?

Carlino-Mills Partial Adjustment Framework

Ўὖȟ  ὖ ЎὉȟ ὢ

ЎὉȟ  Ὁ Ўὖȟ ὣ

I.   πpeople do not follow jobs and jobs do not follow people

II.  πȟ πjobs follow people

III.  πȟ πpeople follow jobs

IV.  πȟ πjobs follow people and people follow jobs 
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!ǊŜ ŎƻƳƳǳƴƛǘƛŜǎ ǎƘƛŦǘƛƴƎ ŦǊƻƳ ŀ άƧƻōǎΣ ƧƻōǎΣ Ƨƻōǎέ ǾƛŜǿ ƻŦ 
ŜŎƻƴƻƳƛŎ ŘŜǾŜƭƻǇƳŜƴǘ ǘƻ ŀ άǇŜƻǇƭŜΣ ǇŜƻǇƭŜΣ ǇŜƻǇƭŜέ ǾƛŜǿΚ

wŜŀƭƛȊŀǘƛƻƴ ǘƘŀǘ άƧƻōǎ Ŧƻƭƭƻǿ ǇŜƻǇƭŜέΚ

!ǊŜ ǿŜ ŜƴǘŜǊƛƴƎ ŀ άsystems thinkingέ ŀǇǇǊƻŀŎƘ ǘƻ ŜŎƻƴƻƳƛŎ 
growth and development?

Are we entering a 4th waveof economic growth and development strategy thinking?
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Are we entering a 4th waveof economic growth and development strategy thinking?

Halstead and Deller (1997) reported that one respondent to the 
survey stated: άώŦϐind an area that you want to live, then start your 
ōǳǎƛƴŜǎǎΦέ (p160).

Henry, Barkley and Boa (1997) spread and backwash effects in 
South Carolina urban areas:  quality of life drives the results.

Amanda Weinstein (etal) Brookings paper on QoL and growth.

άtƭŀŎŜ-aŀƪƛƴƎέ ŀǎ ŀƴ ŜŎƻƴƻƳƛŎ ŘŜǾŜƭƻǇƳŜƴǘ ǎǘǊŀǘŜƎȅΦ
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Are we entering a 4th waveof economic growth and development strategy thinking?

Should this 4th waveōŜ άǘƻǇ Řƻǿƴέ ƻǊ άōƻǘǘƻƳ ǳǇέΚ

ά¢ƻǇ-ŘƻǿƴέΚ  bƻΣ ǇǊƻōŀōƭȅ ƴƻǘΦ Glaeserand Gottlied(2008, 
NBER)

ά.ƻǘǘƻƳ-ǳǇέΚ  ¸ŜǎΣ ŘǊƛǾŜƴ ōȅ ƭƻŎŀƭκǊŜƎƛƻƴŀƭ ŜŦŦƻǊǘǎ ǘƘŀǘ ǊŜŦƭŜŎǘ 
the unique situation and desires (objectives) of the 
community.
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Jobs!
Jobs!
Jobs!

Are we entering a 4th waveof economic growth and development strategy thinking?

Even John Oliver is in on the debate........


