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Contemporary local economic development often requires that development profes-
sionals act as catalysts for orchestrating other governmental and nongovernmental
actors in the pursuit of effective development policy strategies. Collaboration and
cooperation across multiple actors, organizations, and governments is now the stan-
dard modus operandi for many municipalities. The empirical analysis presented here
indicates that the process of designing and administering local economic development
policy may vary according to the types of policies and institutions adopted in the juris-
diction. Findings suggest that the adoption of certain development policies and insti-
tutions may actually induce collaboration in cities. Local economic development,
thus, places demands on the development professional that are more visible and per-
haps more consequential than in years past.

The work of the local development professional is increasingly based in intersectoral,
interorganizational, and intergovernmental collaboration. Collaboration is a concept that describes
the process of facilitating and operating multiorganizational arrangements for solving problems
that cannot be achieved, or achieved easily, by single organizations. As Kettl (1996) maintains, for
most of the 20th century, much of government power grew from expertise, but changing technol-
ogy and varying loci of information have moved governing away from this monopolistic position.
In economic development, policy-making resources such as finance, information, and knowledge
no longer reside exclusively in the city government but with counties, utilities, chambers of com-
merce, development corporations, and many others. Presumably, the city development profes-
sional must collaborate with other actors to tap the capabilities and resources needed to instigate
and maintain policy efforts. This article presents the results of an examination of economic policies
in 237 cities in the Midwest. Hypotheses about the linkage between specific development policy
approaches and the extent of collaboration that their adoption entails are tested, using data from
two different surveys: the Economic Development 1994 International City/County Management
Association (ICMA) (1994) survey and a multiorganizational policy and administration survey.
Employing a methodology based on a logic of both explanation and prescription, the analysis sug-
gests that the operational capacities required for local economic policy vary from one policy
approach to another. The implications of these findings for economic development policy and the-
ory lie in the extent to which governance outside of jurisdictional boundaries is a primary means for
designing and executing policy.

What is collaboration in practice? It is derived from many sources and pursued for many rea-
sons. Collaboration exists, for example, when the city government of Cincinnati joins forces with
Downtown Cincinnati, Inc., a public-private organizational and policy initiative, and the area
chamber of commerce to pursue creative financing activities intended to combine and/or leverage
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funds from multiple sources. Collaboration exists when Cincinnati, the Hamilton county govern-
ment, and a local school district swap land as part of a major development initiative. When Ithaca,
Michigan, a town of a little more than 3,000 people, spends city revenues to improve land for devel-
opment, provides support to contractors renovating older buildings, and participates in job training
with the support of state grants, it does so with the assistance of the Greater Gratiot Development
Inc. and the Ithaca Industrial Development and Economic Association. By necessity, collaboration
is a dominant approach to economic policy in many cities, large and small.

POLICY AND ADMINISTRATION LITERATURE

The economic and community development literature includes some empirical examples of
collaboration. In a groundbreaking study of the problems of job creation, Hjern and Hull (1985)
conclude that external intermediaries “help firms define problems, identify resources which are
available for tackling those problems, as well as mobilize resources” (p. 141). The authors show
that collaboration with external, intermediary actors explains as much as 30% of new small-firm
job creation in German regions, even after accounting for regional sector mix and investment strat-
egies (Hull, 1987). Harrison and Weiss (1998) use numerous cases of workforce development to
demonstrate how networks of interpersonal and interorganizational relationships connect the resi-
dents of low-income neighborhoods to employers with training positions through mediating insti-
tutions such as community colleges, government agencies, and various community-based
organizations. Luke, Ventriss, Reed, and Reed (1988) argue that economic development manage-
ment exists in an “interconnected web of community stakeholders, business managers, nonprofit
agencies, government departments, and multinational corporations” (pp. 226-227). According to
the authors, managing contemporary local economic development requires the ability to facilitate
interaction, to mobilize stakeholders, and to reconcile different goals and values among key devel-
opment actors. O’Toole’s (1996) examination of replacing federal grant support for municipal
waste-water treatment with state revolving loan funds concludes that “decisions to shift programs
to the states, deregulate, privatize, and employ market-based mechanisms have consequences for
interorganizational arrangements and programs in practice” (p. 239). Even in small rural towns, the
level of interaction and cooperation between local leaders and external actors increased substan-
tially after strategic planning was incorporated into community development processes (McGuire,
Rubin, Agranoff, & Richards, 1994).

It is well documented that the economic development policy area has been a hotbed of policy
innovation and adaptation. One of the most extraordinary changes in local government over the
past 20 years has been the proliferation of economic policy instruments. This design revolution has
resulted in countless new mechanisms for affecting local economies. Researchers have diligently
catalogued and classified these instruments (Clarke & Gaile, 1989; Eisinger, 1988; Fleischmann,
Green, & Kwong, 1992; Hanson & Berkman, 1991; McGuire, 1999; Pelissero & Fasenfest, 1989;
Reese, 1993; Sternberg, 1987) and evaluated their effectiveness (Bartik, 1989, 1991; Bowman,
1988; Clarke & Gaile, 1992; Gross & Phillips, 1997; Marlin, 1990). In addition to identifying new
instruments, some scholars have argued that the emergence of certain types of instruments and
strategies constitutes the foundation for entirely new approaches to local economic development
policy (Clarke & Gaile, 1989, 1992; Eisinger, 1988, 1995; Ross & Friedman, 1991). For example,
adopting endogenous development policy instruments is an emergent approach to local develop-
ment (Teitz, 1994). Endogenous policy instruments, referred to elsewhere as demand-side policies
(Eisinger, 1988; McGuire, 1999; Reese, 1993, 1997), focus on promoting the development and
expansion of indigenous firms, capitalizing on the strengths and assets of the city, and growing eco-
nomic activity from within the city rather than through luring mobile capital. Such instruments are
designed to facilitate the process of growth and development by launching new enterprises, creat-
ing new technology and products, and identifying new markets for new and existing products
(Leicht & Jenkins, 1994). Endogenous instruments are designed to facilitate private (ostensibly
local) capital’s ability to exploit new demands, an objective quite different from traditional
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instruments, that attract resources to a specific location by reducing producer costs (Clarke &
Gaile, 1989). Examples of endogenous instruments include venture capital financing, export mar-
ket development, business incubators, targeted employee training, and research and development.

Other policy approaches are emergent, as well. One such approach to local economic develop-
ment is to eschew or at least deemphasize old-fashioned boosterism as a primary policy strategy.
Marketing is an integral part of all policy approaches, new or otherwise, but such activities are
increasingly conducted through the introduction of specific products and promotion of economic
niches rather than exclusively with glossy brochures and trade shows. Emergent policy approaches
are also linked in many respects to the now-ubiquitous scarcity of resources that resulted from
national budget deficits and subnational budget shortfalls beginning in the late 1970s. Resources
that cities need to put forth or sustain a concerted development effort are often held by multiple
actors.

Three emergent policy approaches are explicitly tied to the development of a public technology
or institutional structure (Ross & Friedman, 1991). Increasingly, economic development is being
promoted in cities by organizations other than the city government. Development organizations
funded and/or administered by representatives from both private and public sectors have emerged
as an alternative mode of governing, combining the private sector’s ability to raise funds quickly
with the public sector’s desire to meet the growing needs of constituents at a lower cost. In addition,
development policy efforts in cities are increasingly headed, not by the city’s chief executive or
administrator, but by a full-time director employed by either city government, a development cor-
poration, or a chamber of commerce. Finally, emergent local economic development approaches
include clarifying development goals, studying firms and markets, and establishing strategic plans
(Reese, 1997). Through a strategic planning process, cities learn about their local capacities, the
economic problems that must be addressed, and why some activities are successful but others are
not (Blakely, 1994).

The economic development policy approaches introduced above are referred to as emergent for
two reasons. First, it is unclear whether cities have actually adopted all approaches to the extent
indicated in some research. Cities still rely most heavily on subsidy instruments such as tax abate-
ments and tax increment financing, but evidence also indicates that the establishment of public-
private partnerships and a more sophisticated marketing approach, for example, are on the rise
(Blakely, 1994; Levy, 1990). Second, and most important, the literature on local economic devel-
opment emphasizes policy design at the expense of policy operation, so we do not know how the
adoption of such policy approaches affects the policy-making and administrative processes in the
city. If certain emergent policy approaches require more collaboration, are city officials prepared to
operate in such settings? Not too many years ago, the activities of local public sector economic
development officials were relatively simple and direct in scope. An agency would perform the
recruitment function while local officials occasionally lobbied the agency for help or marketed
their community for consideration by the state. Design and management of local development pol-
icy were centralized, functionally based, and hierarchically organized through a single government
agency (Fosler, 1992).

Not so for many emergent policy approaches. It seems reasonable to speculate, even to formally
hypothesize, that collaboration may be a by-product of many emergent policy approaches. Endog-
enous policy instruments, for example, seem to require contacting and collaborating with multiple
actors as part of seeking and developing new markets. The kind of strategic planning and manage-
ment that drives an endogenous approach to development must surely involve many actors, both
inside and outside the city. Similarly, intersectoral governing partnerships and the search for finan-
cial and informational resources may require city officials to operate outside the government
agency. If emergent economic development policy approaches are associated with greater levels of
collaboration than are other development policy approaches, researchers and practitioners alike
should be aware of this. The public policy literature teaches us most clearly that failure to consider
administrative operations can cause even the most smartly conceived policy to fail. If highly col-
laborative settings require city officials to develop a new kind of capacity for administering eco-
nomic development efforts, the first step in providing that capacity is to establish whether collabo-
ration is expected to increase. I do this by examining the linkage between the adoption of emergent
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policy approaches and the level of collaboration in cities. Two testable hypotheses follow from
these themes:

Hypothesis 1: The greater the use of endogenous instruments in a city, the greater the extent of
collaboration in development policy making and administration activity in that city.

Hypothesis 2: The greater the number of emergent policy approaches adopted by a city, the
greater the extent of collaboration in development policy making and administration activity
in that city.

These hypotheses will be addressed after defining and discussing the variables.

OPERATIONALIZATION
AND DISCUSSION OF VARIABLES

The data for this analysis were drawn from a study of 237 cities in Illinois, Indiana, Michigan,
Ohio, and Wisconsin. A questionnaire addressing collaborative economic development policy
making and administration issues was mailed in November 1994 to the chief administrative offi-
cers of the cities that responded to the Economic Development 1994 (ICMA, 1994) survey, which
was administered by ICMA 5 months earlier. The intent of this purposive sampling and
multisurvey design was to capture the collaborative actions of cities for which we had extensive
local development data. The final data set represents 76% of those cities responding to the eco-
nomic development survey and 18% of all cities surveyed by ICMA in the five states. The distribu-
tion of the population, government structure, metropolitan status, and socioeconomic
characteristics of the sample cities closely resembles all cities in the five states and the nation as a
whole.

The dependent variable of the analysis is the level of collaborative activity undertaken by city
officials for an economic development policy effort. Survey respondents were asked to select
which of 10 actors in or around the locality (governments, organizations, and agencies from all sec-
tors) they engaged for nine specific strategic activities. Respondents could thus attain a quantitative
level of collaborative activity of up to 90 (see Table 1 for a listing of activities and actors). This
additive scale serves as the primary measure of collaboration in local economic development pol-
icy. For the purpose of simplifying the presentation of collaborative activities undertaken by local
development officials, the nine collaborative activities have been classified into three different
types according to the strategic purposes of the collaborative activity: policy/strategy making,
resource exchange, and project-based (see Agranoff & McGuire, 1998b, for a more complete
description of collaboration types).1 Collaborative policy/strategy making can be formal, as when
two cities enter into an agreement to plan or share in the delivery of a service (Renner, 1989), or it
can be more informal, when key actors provide policy-making assistance to the city through occa-
sional meetings or joint planning. Collaborative resource exchange involves seeking and sharing
resources from partners, sometimes to develop financial incentives across more than one organiza-
tion or agency. Project-based collaboration may mean partnering in projects that are short-lived,
such as a county wide tourism promotion to which many municipalities belong; or it can occur in
longer lasting projects, such as a major transportation construction that transcends many
jurisdictions.

The primary independent variables of this study are the measures of policy instrument adoption
in the cities. From a list of 44 development policy instruments on the collaboration survey, each
respondent selected those instruments the city “used in the last 2 years, or is currently using.” The
ICMA survey also asked respondents if they engaged in several different development policy activ-
ities, 21 of which are included in this study. To conceptually organize the broad array of instru-
ments available to cities, 63 of the development instruments listed on the two surveys have been
classified into one of five operations-based scales.2 Although development instrument classifica-
tion schemes in the literature are based on development function (Eisinger, 1988; Hanson &
Berkman, 1991; Reese, 1993), pursuit of goals (Pelissero & Fasenfest, 1989), and governmental
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roles (Clingermayer & Feiock, 1990; Rubin, 1986), most neglect operational concerns. The classi-
fication employed in this research is based on the differences in institutional structures across each
instrument type. Four general categories of instruments are derived from Linder and Peters (1989)
for this research: direct provision, exhortation, orders, and subsidy. A fifth category captures the
endogenous instruments.

Twelve direct provision instruments are sponsored or provided solely by government, such as
infrastructure provision or direct investments in enterprise. Thirteen exhortation instruments
include promotions by government, advertising campaigns and slogans, and general marketing
practices. Nine orders instruments restrict or prohibit a particular behavior or activity, such as envi-
ronmental regulations, or confer the right to perform a specific task or activity (for example, per-
mits allowing a structure to be built on open land). Seventeen subsidy instruments induce firms to
perform a specific task in exchange for resources. Grants, loans, loan guarantees, tax breaks, defer-
ments, and abatements are examples of subsidies. Twelve instruments are classified as endogenous
instruments.3

The classification of policy instruments carries substantial baggage, and it is not the intent of
this article to offer the definitive classification scheme. It must be remembered that all instruments
are designed for one objective: to improve the city economy, either directly or indirectly. However,
how a jurisdiction goes about affecting an economy and what policy-making and administrative
processes are employed differ substantially across instruments. Rather than develop a classifica-
tion scheme by selecting categories based only on theoretical principles or by grouping instru-
ments into superficial categories, the classification of instruments employed here supports the
intent of conducting empirical research. Policy instruments, such as rehabilitation of buildings,
donation of land, acquisition of land, and condemnation of land, are alike in one regard: Each
addresses land and/or buildings. However, rehabilitating a building involves a more complete oper-
ational and administrative process than does donating land. The former involves improving an
indigenous asset, presumably to be used for a local business or product. The latter is a gift to a
developer or other entity for the purpose of moving to the city or expanding production in the city, a
classic subsidy. The rehabilitation of a building by a city does not presume some reciprocal task on
the part of a business. If the city donates the rehabilitated building to a developer, such a task is a
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TABLE 1

Collaboration Activities and Multiple Actors Investigated

Activity Type Collaboration Activity

Policy/strategy making Formal policy partnerships
Joint policy making
Policy-making assistance
Consolidated policy effort

Resource exchange Financial resources
Joint financial incentives
Contracted services

Project-based Partnerships for a project
Technical assistance

Organization Type Organization

Government Counties
Townships
Special district governments
Other city governments

Private Chambers of commerce
Foundations
Utilities
Neighborhood associations

Quasi-governmental Public-private partnerships
Private industry councils



subsidy. Similarly, condemning land is regulatory and authoritative in that orders and not money
are used to affect behavior. Different officials and agencies, using different techniques, seek to
affect the local economy through land and buildings, but all can do so in entirely different ways.
Table 2 displays the list of instruments by category.

The variable that measures policy instrument usage is equivalent to a reliance measure and is
calculated by dividing the total number of instruments used from each of the five instrument
classes by the total number of instruments employed by the city. For example, if a city adopted 20
total development instruments and 10 of these were endogenous instruments, the city’s reliance
measure for endogenous instruments would be 50%. Cities have a reliance measure for each of the
five development instrument types, the total of these five measures being 100%.

The remaining independent variables correspond to the emergent approaches identified previ-
ously. The presence of a public-private partnership as the lead development agency in a city is mea-
sured as a dummy variable, with a value of 1 given to a city with such a partnership and 0 if the lead
agency is not a public-private partnership. Similarly, if the person most responsible for develop-
ment policy making and administration is a full-time director, a dummy variable takes on a value of
1; if not, the variable has a value of 0. In addition, a measure of collaborative resource exchange is
calculated by dividing the number of actors engaged in resource exchange activities by the total
collaboration score. Finally, the survey asked respondents whether their city has engaged in a stra-
tegic planning process that explicitly takes into account the various external development actors.
This variable has a value of 1 if the city has such a plan and a value of 0 if it does not.

ANALYSIS

Do contemporary local economic development strategies induce collaboration within and out-
side the city? Are there particular patterns of policy adoption associated with collaborative policy
making and administration? The first hypothesis states that the greater the use of endogenous
instruments in a city, the greater the extent of collaborative development policy making and admin-
istration. To test this hypothesis, the sample cities were divided into groups based on the city’s
degree of reliance on each of the five types of development instruments. For each type, all cities at
or above the 75th percentile (the top 25%) in reliance were identified and placed in one group, and
the remaining 75% in another. Difference of means tests were conducted to compare the level of
collaboration for the cities with the greatest reliance on each instrument type with the rest of the cit-
ies. Tests for all five instrument types were thus performed for the mean total collaboration score
(the dependent variable) and for the mean use of policy/strategy making, resource exchange, and
project-based collaborative activity.

The results of the difference of means tests demonstrate a statistically significant difference in
the level of collaboration for four of the five instrument types (see Table 3). Cities with the highest
reliance on endogenous instruments collaborate, on average, nearly twice as much as do the rest of
the sample cities (16.4 total activities, compared with 8.9). There is also a statistically significant
difference in the mean level of policy/strategy-making collaboration, resource exchange collabo-
ration, and project-based collaboration between cities with the highest reliance on endogenous
instruments and the rest of the cities. The findings also indicate that cities with the highest reliance
on direct provision, exhortation, and orders instruments collaborate, on average, less frequently
than do the rest of the cities. Although the cities with the highest reliance on endogenous instru-
ments average more than 16 collaborative activities, cities with the highest reliance on direct provi-
sion, exhortation, or orders instruments averaged about 8 collaborative activities, or roughly half as
much. Cities with the highest reliance on subsidy instruments pursue more collaboration, on aver-
age, than the rest of the cities, but the difference is not significantly different.

With evidence having been found to support the first hypothesis through difference of means
tests, a test of the second hypothesis requires a more sophisticated methodology. This hypothesis
posits that the greater the number of emergent policy approaches adopted by cities, the greater the
extent of collaboration in development policy making and administration. It is, therefore, neces-
sary to explore several different possible determinants of collaboration. The relationship between
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TABLE 2

Classification of Economic Development Policy Instrumentsa

Endogenous Exhortation Subsidy Direct Provision Orders

Rehabilitation of buildings (21.9) Visits to existing business Tax abatement (57.0) Improved water treatment/distribution Adopted sign/facade control regulations (52.7)
(65.0) systems (59.9)

Employee training/retraining (19.0) Promotional material (62.9) Tax increment financing Improved traffic circulation, streets Improved building inspection system or process
(55.7) (58.7) (52.7)

Management technical assistance Visits to prospects ((40.5) Sale of land to developers Improved sewage collection/treatment Modified the zoning process (47.7)
(13.1) (40.5) systems (54.9)

Shared equity in projects (10.6) Attendance at conferences Issuance of bonds for private Improved/expanded recreation facilities Consolidated/“one-stop” permit issuance (39.2)
(34.6) development (32.5) (53.6)

Business incubator (9.7) Community resources databases Direct loans to private Aesthetic improvements (51.9) Adopted historic district regulations (24.9)
(32.1) businesses (27.4)

Industrial property management (9.7) Business roundtable (27.0) In-kind services (27.4) Improved street cleaning, garbage Used an ombudsman to help resolve problems
pick-up (45.2) (24.5)

Sale-leaseback (7.6) Direct mail (27) Grants (26.2) Improved/expanded parking (44.7) Adopted antilitter regulations/programs (17.3)
Develop export markets (5.5) Participation in trade shows Cash contributions to projects Improved public safety services (43.0) Land condemnation (14.4)

(25.7) (19.8)
Trade missions abroad (5.5) Media advertising (24.9) Offered incentives for Improved pedestrian amenities (40.5) Relaxed environmental regulations/procedures

historic preservation (14.4) (4.2)
Transfer of development rights (5.5) Videos sent to prospects (24.5) Loan subsidies (13.9) Land acquisition (30.0)
Centralized management services (5.1) Hosting of special events Donation of land to Clearing land of unusable structures

(15.2) developers (13.5) (29.5)
Office/retail property management Achievement awards (14.4) Loan guarantees (13.5) Lot consolidation to create large sites
(5.1) (16.5)

Executive mentoring (7.2) Donations of unused real
property (12.2)

Business relocation from
redevelopment areas (11.0)

Tax credits (10.1%)
Utility rate reduction (7.2)
Relocation assistance—new
businesses (4.6)

a. The percentages of cities using the instruments are shown in parentheses.
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the level of external collaboration and adoption of entrepreneurial policy characteristics is
explored with both ordinary least squares (OLS) regression and a technique known as substan-
tively weighted least squares (SWLS) regression (Meier & Keiser, 1996). The purpose of using
SWLS is to examine the collaborative activities of those cities that are the very best at adopting var-
ious emergent policy approaches. City officials interested in learning how adopting certain
approaches will affect policy making and administration are concerned with performance, with
governing the local economy in the most efficacious way possible. OLS regression is used, by defi-
nition, to determine the set of variables associated with the cities that are the most normal or aver-
age; thus, OLS results will indicate only how the normal or average city was affected by adopting
emergent approaches. On the other hand, SWLS is an ideal mechanism for isolating those cities
that have been most active in adopting the policy approaches discussed earlier. SWLS iteratively
assigns greater weight to the values of the dependent variables for above-average cities compared
with the rest of the cities. Changes in the slopes (regression coefficients) across iterations for each
variable can be tracked and evaluated to determine the characteristics of the most active cities that
were different from those of the average cities. Regression using SWLS thus identifies variables
that are determinants of high levels of collaborative activity but may not be identified as such with
normal regression procedures.

The dependent variable is the total collaboration score used in the difference of means tests.
Nine total variables are hypothesized to affect collaboration. Six of the variables are specific policy
approaches identified as emergent: (a) use of endogenous instruments, (b) limited reliance on
boosterism, (c) public-private partnership as the lead agency, (d) a full-time director as the lead
professional, (e) active access of resources, and (f) existence of a strategic plan addressing external
actors. The remaining three variables are included as control variables. First, the total number of
development instruments adopted by the city is included as an independent variable. Previous anal-
yses have demonstrated the positive and significant relationship between policy activity and col-
laboration (Agranoff & McGuire, 1998a). Second, respondents to the ICMA survey reported
whether they expected their economic development budget to increase, decrease, or stay the same
over the next 5 years. This budget variable is given a value of 1 for those cities with budgets that are
expected to increase and a value of 0 for those cities that reported their budget will decrease or stay
the same.4 Because a larger development budget offers cities the opportunity to explore more inno-
vative policy measures, expectations of a larger budget may be associated with greater collabora-
tive activity. The third control variable is city population because larger cities may have a greater
inherent capacity to govern in complex settings.
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TABLE 3

Results of Difference of Means Tests

Mean Number of Activities

Test Variable Total Collaboration Policy Making Resource Project

Cities with high endogenous usage 16.36 8.69 3.12 3.64
Rest of cities 8.85 4.63 1.65 2.00

Mean difference 7.51* 4.06* 1.47* 1.64*
Cities with high direct provision usage 8.41 4.36 1.49 1.98
Rest of cities 11.48 6.07 2.19 2.55

Mean difference –3.07* –1.71* –0.70* –0.57
Cities with high exhortation usage 8.14 4.08 1.20 2.14
Rest of cities 11.57 6.16 2.28 2.50

Mean difference –3.43* –2.08* –1.08* –0.36
Cities with high orders usage 8.34 4.61 1.20 1.97
Rest of cities 11.51 5.99 2.28 2.56

Mean difference –3.17* –1.38* –1.08* –0.59
Cities with high subsidy usage 12.81 6.75 2.51 2.92
Rest of cities 10.02 5.28 1.85 2.24

Mean difference 2.79 1.47 0.66 0.68

* Mean difference is significant at p < .05.



The results of the OLS regression analysis reveal that the amount of interorganizational and
interjurisdictional collaborative activity for economic development policy making and administra-
tion is a function of adopting at least some of the emergent policy approaches (see Table 4). About
40% of the variation in the level of collaboration by officials in the sample cities is explained by the
nine independent variables (adjusted R2 = .395). The dummy variables indicating the existence of a
strategic plan for development and a lead agency that is a public-private partnership are positively
and significantly related (p < .01) to the level of collaboration by the city. The presence of either one
in the city translates into about three collaborative activities undertaken by city officials. Seeking,
acquiring, combining, or leveraging resources demands a great deal of collaboration; the resource
exchange variable slope indicates that the greater the proportion of collaborative activity devoted
to resource exchange, the greater the overall level of collaboration (p < .05).

With regard to the use of particular types of development policy instruments, boosterism
through exhortation instruments is related to collaboration in the way indicated by the difference of
means test; the greater a city’s reliance on exhortation instruments, the lower the level of collabora-
tion (p < .05). In contrast to the hypothesized relationship, the use of endogenous instruments and
the presence of a full-time director acting as lead development professional are positively but not
significantly related at the p < .05 level to a city’s overall level of collaboration. When the level of
collaboration in cities with relatively high levels of endogenous instrument usage was compared
with that of all the others in the previous analysis, the difference in collaboration was significant.
However, as a predictor of collaborative activity in the average city, such usage is not significant.
Of the control variables, only the variable measuring the number of development instruments
adopted is a statistically significant determinant of collaboration.

The substantive importance of individual variables is demonstrated by computing the percent-
age change in the dependent variable that would result if the value of the independent variable in
question increased from the median value to the value of the 75th percentile of all observations,
substituting the median for other variables in the regression equation (May, 1993). The last column
in Table 4 displays this effect for each independent variable. The variables effecting the greatest
change in the value of the dependent variable include the three that are statistically significant at
less than .01 level of significance. With all variables remaining constant at the median value, the
level of collaborative activity increases 38.5% when a city employs a public-private partnership as
the lead agency. Similarly, a city that has a strategic plan in force will have a 37.1% greater level of
collaboration, all other variables held constant. In comparison, the two other statistically signifi-
cant variables—use of exhortation instruments and resource exchange activity—affect the value of
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TABLE 4

Ordinary Least Squares Regression of Collaboration on Emergent Policy Approaches

Percentage of
Independent Variable Parameter Estimate Standard Error t-Score Variable Effect

Reliance on endogenous instruments 0.136 0.091 1.498 14.3
Reliance on exhortation instruments –0.073 0.030 –2.443* –7.7
Lead agency is a public-private partnership 3.315 1.181 2.806** 38.5
Lead official is a full-time director 1.883 1.113 1.692 21.9
Resource exchange activity 0.111 0.047 2.350* 7.8
Strategic plan in force 3.195 1.035 3.088** 37.1
Use of development instruments 0.334 0.062 5.351** 27.1
Development budget increasing 1.883 0.995 1.891 21.9
1990 population (in thousands) 0.017 0.009 1.924 2.4
Constant 0.963 1.246 0.773
Number of observations 237
R2 0.418
Adjusted R2 0.395
F value 18.134**
Standard error 7.42

NOTE: Dependent variable = total collaborative activity.
*p < .05. **p < .01.



the dependent variable weakly: When reliance on exhortation instruments increases from 21% to
30% (the median value to the value of the 75th percentile) of all policy activity, or when the propor-
tion of collaborative activity devoted to resources exchange increases from 5.5% to 11.6%, the
value of the dependent variable is changed by less than 8%.

The statistical and substantive significance of the nine variables as hypothesized is questionable
for some variables, but the findings indicate only what factors are related to the collaborative activ-
ity of the average city. Because cities are most concerned with how to operate in the best way possi-
ble, it is useful to examine the most active cases and learn what we can from these high performers,
relative to the rest of the cases. The cities where collaborative activity was higher than expected,
given the values of the independent variables—those with the largest positive residuals—were thus
identified. In keeping with the recent formulation of SWLS, cities with studentized residuals of 0.7
or more were designated as the most active cities.5 The original regression model was rerun by
weighting the average cities (with studentized residuals of less than 0.7) to count as 0.9 cities and
leaving the most active cities unchanged. In addition to the original OLS regression, nine regres-
sions using SWLS were run, each time reducing the weight of the average cities by 0.1, until the last
regression weighted the most active cities (again, those with positive residual values of 0.7 or
greater) at 1.0 and the average performers at 0.1.

Changes in the slopes for all nine variables are calculated by dividing the SWLS regression
slopes by the OLS slopes from the original model. The changes are listed in Table 5. The numbers
reported in the table indicate the total percentage change in each slope at each iteration
comparedwiththe original slopes. The final row of data—the numbers associated with a weight of
0.1—shows the total percentage change when the most active cities were weighted 10 times that of
the average cities. Substantively, the percentages for each variable indicate the effect of that vari-
able on collaboration for the most active cities, all things being equal, compared with the average
cities. The regression coefficients, results of significance tests, and the model fit statistics for the
final run are reported in Table 6.

Results from the series of SWLS regressions provide additional support for the hypothesis that
the adoption of emergent policy approaches places demands on development managers to operate
with multiple actors for making policy and managing programs. The slope for the variable measur-
ing reliance on endogenous instruments increased by nearly 110%. The change in slope for this
variable implies that the effect of using such instruments on the most active cities was much stron-
ger (more than twice as strong) than on the cities with average levels of collaboration. In addition,
the slope coefficient is significant at the less than .05 level of significance. As reliance on endoge-
nous policy instruments increases, the level of collaboration increases as well, all other things
being equal. Another emergent approach, actively seeking and acquiring resources, appears to be a
major determinant of collaboration. Significant at the less than .01 level of significance, the slope
for the resource exchange variable increased by more than 89%, meaning that seeking and securing
resources led to 89% more collaboration in the most active cities, all other things being equal, than
in the average city. Thus, the more effort a city devotes to securing resources, the more collabora-
tion is needed.

The dummy variable measuring the presence of a strategic plan is also an important determinant
of strong collaborative activity, as indicated by the slope increase of 67.4%. Such a strong increase
in the slope indicates that highly active cities are better able to take advantage of their strategic
planning. Similarly, the slope for the variable measuring reliance on exhortation instruments
increased (negatively) by more than 37%, which indicates that the most active cities experienced
about 37% less collaborative activity as a result of exhortation usage, all other things being equal,
than did average cities. For those cities making the most contacts in the complex environment of
economic development, the use of exhortation instruments acts as a limiting factor to an even
greater degree than it does in the average cities. The cities with the most collaborative activity expe-
rience a great deal of activity as a result of using endogenous development instruments and experi-
ence a great reduction in activity as a result of using exhortation development instruments.

Although economic development policy effort is often viewed as being driven by need (Bow-
man, 1988; Cable, Feiock, & Kim, 1993; Clingermayer & Feiock, 1990; Fleischmann et al., 1992;
Pelissero & Fasenfest, 1989; Rubin, 1986; Sharp, 1991; Sharp & Elkins, 1991), the collaborative
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TABLE 5

Percentage Change in Slope Coefficients for Independent Variables Using Substantively Weighted Least Squares (SWLS)

Independent Variables Control Variables

SWLS Endogenous Exhortation Public-Private Full-Time Resource Strategic Policy Budget City
Weight Instruments Instruments Partnership Director Exchange Planning Instruments Increasing Population

1
0.9 2.9 0.5 0.9 2.0 1.8 3.1 0.3 5.8 –0.9
0.8 10.0 1.3 1.5 4.2 4.5 6.7 0.9 12.4 –1.5
0.7 17.9 2.4 2.2 6.9 8.1 10.8 0.9 19.9 –2.2
0.6 27.9 2.6 3.1 10.4 12.6 16.1 2.4 29.3 –3.3
0.5 38.6 3.5 4.9 12.7 17.1 23.1 3.0 38.0 –4.7
0.4 49.3 11.5 5.7 13.8 25.2 30.2 5.1 47.5 –6.0
0.3 63.6 16.9 8.5 24.7 35.1 38.4 6.3 63.5 –9.6
0.2 81.4 25.9 12.1 40.1 46.8 49.4 4.8 71.9 –14.4
0.1 109.3 37.3 14.9 52.8 89.2 67.4 10.2 98.5 –40.5



tasks associated with jointly designing policy, working on projects, or seeking resources do not
appear to be driven substantially by the number of development instruments used in the commu-
nity; however, they do appear to be related to local government spending. The slope coefficient for
the development policy activity variable remained significant at the less than .05 level of signifi-
cance, but the slope increased by just 10% from the OLS regression to the final SWLS regression.
This change implies that the positive relationship between policy activity and collaborative activity
is just about the same for the most active cities as for the average cities; all cities receive about the
same effect from their respective levels of policy activity. Therefore, after accounting for the policy
approaches, the effect of policy activity remains fairly constant in all cities, regardless of the level
of collaboration. On the other hand, the most active cities clearly take advantage of an increasing
budget. The slope for the variable indicating that the city’s development budget would increase
over the next 5 years nearly doubled. Perhaps cities become engaged in collaborative ventures as
much for innovation as for need.

Fluctuations in the slope coefficients for variables measuring the presence of a public-private
partnership and city population are also quite informative. The public-private partnership variable
was significant at the less than .05 level of significance, but the variable’s slope increased by less
than 15% from the OLS regression to the final weighted regression. A public-private partnership
increases substantially the level of collaboration in a city, all other things being equal, but it pro-
vides not much more of a boost in activity in the most active cities than it does in the average city.
Finally, the slope for the remaining control variable, city population, actually decreased by more
than 40%. Essentially, the impact of population on the most active cities is less than the impact of
population on the average cities. Population has always been considered an important variable in
models of economic development policy activity, and researchers have always surmised that the
larger the population, the more administrative capacity will exist in the city. However, the SWLS
iterative regressions indicate that population size does not limit the degree to which a city can be
engaged in interorganizational and intersectoral policy activity.

CONCLUSIONS AND SUGGESTIONS
FOR FUTURE RESEARCH

The analysis presented here indicates that the process of designing and administering local eco-
nomic development policy may vary according to the types of policies and institutions adopted in
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TABLE 6

Substantially Weighted Least Squares Regression of Collaborative Activity on Emergent
Policy Approaches, High Activity Cities Weighted 10 Times Other Cities

Percentage of
Independent Variable Parameter Estimate Standard Error t-Score Variable Effect

Reliance on endogenous instruments 0.293 0.133 2.198* 28.7
Reliance on exhortation instruments –0.100 0.033 –3.057** –9.8
Lead agency is a public-private partnership 3.796 1.492 2.544* 41.0
Lead official is a full-time director 2.873 1.501 1.915 31.0
Resource exchange activity 0.210 0.078 2.679** 13.7
Strategic plan in force 5.342 1.379 3.874** 57.7
Use of development instruments 0.368 0.089 4.146** 27.8
Development budget increasing 3.737 1.265 2.954** 40.4
1990 population (in thousands) 0.010 0.010 1.004 1.3
Number of observations 237
R2 .521
Adjusted R2 .502
F value 27.43**
Standard error 4.33

NOTE: Dependent variable = total collaborative activity.
*p < .05. **p < .01.



the jurisdiction. Multiple forms of analyses indicate that adopting specific policy approaches to
economic development policy making and administration is associated with increased levels of
collaborating and coordinating tasks with multiple actors by the city’s economic development pro-
fessional(s). The findings offer an alternative view of economic development policy adoption and
administration by examining the effect of certain adoptions on the role of the economic develop-
ment professional. It appears that cities depending heavily on regulations, boosterism, and directly
provided instruments for their economic development effort operate in a policy-making and
administrative environment that reaches beyond city hall or the chamber of commerce only to lim-
ited degrees. Similarly, the findings suggest that cities depending heavily on endogenous instru-
ments, seeking resources from multiple sources, and employing a public-private organization
driven by a strategic plan must operate in a multiorganizational, multisectoral web that is complex
and demanding. Clearly, local economic development policy development is highly extramural,
and the policy development role for the city is demanding in terms of time, energy, and the number
of actors (both in and outside of the city) that must be mobilized.

The research on policy making and administration presented here is important as much for its
intent as for its findings. If we assume that the process of local economic development can (or
should) always be improved, it follows that development research must, at minimum, examine
those factors that provide the most impact on a city. Because the economic development profes-
sional has become a more critical and consequential factor in a city’s economic development effort,
future research into the adoption of economic development approaches should include a concern
for the activities of this professional. Neglect by economic development scholars of the role of the
director, the manager, the administrator, or the coordinator results in an empirical picture that is
only half complete. Although development policy for some is a function made up of routine admin-
istrative responsibilities consigned to a single agency, even the fundamental, routine tasks of the
development professional—building organizations, designing strategies, marketing the area, seek-
ing out finances, organizing projects—cannot be carried out alone or with the same set of actors. If
the scholarly community is to suggest through research that cities stake their economies on certain
new and innovative policy approaches, we must understand what those policies entail for the devel-
opment professional.

The research presented here opens up a new arena of research. Research on economic develop-
ment has not developed a real tradition in administration, but the value of building knowledge in
this area is increasing. Much more economic development empirical research should be focused on
interlocal and intersectoral partnerships, the structure and operation of multiorganizational net-
works, the demands of certain strategies and policies on administration, the role of vertical (inter-
governmental) networks in the formation of horizontal networks, and the general role of
collaboration in the design and implementation of local economic development policy. Literature
on public-private partnerships has developed (Salamon, 1995; Walzer & Jacobs, 1998), but much
of it addresses the political dimension of such partnerships rather than the pragmatic (Clarke,
1998) and operational dimension. To exacerbate the problem, research in the area of public admin-
istration has no real tradition in policy making and administration outside hierarchical settings;
multiorganizational collaboration is a messy and therefore avoidable research problem. However,
emerging research from public and business management indicates that collaboration and net-
working are likely to become more prevalent and probably more consequential than traditional
management (O’Toole, 1997). Increasingly, the effectiveness of particular policies is determined
by the ability of the administrator to successfully navigate and orchestrate multiple actors. There
are, therefore, few more timely issues in local economic development than those addressed—if
only in a rudimentary way—by this article.

Knowledge building is enhanced by recognizing the shortcomings of this research. One con-
cerns the operationalization of the dependent variable. Ideally, total collaborative activity would be
measured in terms of the time and effort expended for a given type of activity; for example, a city
that reported receiving policy assistance from a chamber of commerce may have done so because
the chamber president participates in monthly strategy meetings, whereas another city may have
indicated receiving policy assistance from a chamber because the city staff consults with chamber
staff, as if it were the voice of business, and incorporates these concerns into the decision-making
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process. One situation is clearly different from the other. However, measuring activity qualita-
tively, although it provides depth of experience, may diminish the generalizability and acceptabil-
ity of the results. Studies of development professionals in individual jurisdictions are costly and
present a somewhat inefficient means to build knowledge. Similarly, one must consider relation-
ships that may exist beyond the scope of this data set. Are there other factors that may explain why
cities pursue endogenous instruments or form public-private partnerships? If so, the independent
variables of this analysis may in fact be intervening variables, masking more general characteris-
tics and values of the political regimes operating in a city. Although the more limited intent of this
study was to directly explore the linkage between emergent policy approaches and collaboration,
future studies could reformulate the model linkages explored here and expand the data collection
accordingly.

The effectiveness of collaboration for developing economies is also a critical question that can-
not be answered by this study. Do new factories, office parks, shopping malls, and other businesses
arise because of collaborative activity? Does collaboration result in better policy making and
administration? Theories of performance in collaboration do not yet exist. This theoretical vac-
uum, coupled with the general difficulty of establishing economic outcomes, makes for demanding
research. In addition, the perils of operationalizing the development policy variables as was done in
this study are well documented (Wolman, 1996). As a result, the study uses imperfect but nonethe-
less illustrative measures of both policy and collaborative activity. Future research should build on
these findings by developing more comprehensive measures and using a more national (and thus
generalizable) data set.

NOTES

1. As further confirmation of the preliminary classification of collaboration types, Cronbach’s alpha coefficients were
calculated, and all three exceeded .70, whereas the scale for all nine activities is .91. Cronbach’s alpha coefficients measure
the degree of reliability within a particular measurement scale. The higher the value of the coefficient, the higher the degree
of internal consistency within the scale, and the stronger the measurement reliability of the scale. Alpha coefficients greater
than .70 suggest highly reliable measures.

2. The surveys included a list of 65 development policy instruments. Two of these instruments are not included in the
analysis. One was used by less than 2% of the sample, resulting in extremely low correlations with the other types, whereas
another instrument was linear dependent on several other instruments. Therefore, 63 is the total number of instruments ana-
lyzed in this study.

3. The 12 endogenous instruments are classified according to the 12 instruments that Reese (1993) refers to as
demand-side instruments. The 63 instruments form a development instrument scale with a Cronbach’s alpha of .90. The 12
endogenous instruments form a scale with an alpha of .70. The 12 direct provision instruments form a scale with a
Cronbach’s alpha of .79. Thirteen exhortation instruments form a scale with an alpha of .79. Nine orders instruments form a
scale with a Cronbach’s alpha of .60. The 19 subsidy instruments form a scale with an alpha of .78.

4. Gathering data on actual dollar changes expected is difficult and, given the predictive nature of the variable, would
probably be less reliable than the dummy variable.

5. Studentized residuals are residuals divided by an estimate of their standard deviation, which varies, depending on the
distance of each case’s values on the independent variables from the means of the independent variables. Compared to a
standardized residual, the studentized residual reflects more precisely differences in the true error variances from point to
point.
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