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THE ENDURING ARGUMENT 

FOR LOCAL ECONOMIC 

DEVELOPMENT PLANNING

LEARNING OBJECTIVES

 • Identify primary ways in which globalization of the U.S. economy has 

affected local economic development.

 • Describe two strategies for maintaining a competitive advantage in a 

globalized economy.

 • Outline the social and economic inequities that have emerged in the face of 

the New Economy.

 • Explain the ways in which the local economic development planning is 

facing transformation.

Cities, towns, counties, and all local entities in a global economy have the challenge and 

opportunity of crafting their own economic destinies. This is true for the poorest as well 

as the wealthiest localities. In reality, the forces of nature, demography, technology, and 

industry are such that no local economy can ever count on an achieved position of stability 

and security. This has always been true, but the contemporary context for local economic 

development planning is severely challenged by the two trends of rising inequality and 

global warming. It is also challenged by the increasingly transitory nature of any given local 

economy in the face of overwhelming forces of globalization. These forces flatten the world 

in such a way that few, if any, local economies are exempt from globalizing forces that can 

bring growth and development or decline and increased poverty (Friedman 2005).

LOCAL ECONOMIC DEVELOPMENT PLANNING IN THE  

FACE OF GLOBALIZATION

In the last decade of the twentieth century, the globalizing economy was truly a case of 

the whole being greater than the sum of its parts until the Great Recession that began 

at the end of 2007. The integration of national and local economies into one global 

economy accelerated growth in the gross world product. The International Monetary 

Fund (IMF 2007, 2015) indicated the world economy grew at a rate of 3.2% from 1988 
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2  Planning Local Economic Development: Theory and Practice

to 1997, and 4.4% from 1998 through 2007, but then fell to 3.2% from 2008 to 2015. 

This was accompanied by continued growth in the share of world income that went 

to individuals (gross domestic product [GDP] per capita), with persons in the newly 

industrializing and emerging market countries gaining at a higher rate.

The COVID-19 pandemic interrupted this growth trend with the global economy 

growing only 2.9% in 2019, while world GDP fell 5.8% (IMF 2021). Toward the end 

of the pandemic, when COVID-19 restrictions on people and firms were removed, and 

employers in heavily affected businesses started moving to normal operations, strong 

growth returned in 2023 (5.4%). Satisfying pent-up demand played a major role. And 

this, in turn, fueled an above normal inflation rate that key financial policy makers 

across the world were focused on reducing in 2023.

The global supply chains that modern companies depend on were turned upside down 

three years ago after COVID-19 emerged in China. The spread of the new respiratory 

illness and efforts to slow it resulted in shortages of everythingfrom toilet paper and pre-

scription drugs to refrigerators and semiconductors. Even today, retailers continue to st 

ruggleto keep some products, including household items like Tylenol and eggs, in stock. 

Overall stress in supply chains remains high. (Sanders 2023)

The integrated global economy has a key vulnerability in that economic downturn 

in one major nation can spread across the globe affecting firms and people alike. The 

global economy, examined as follows, experienced the worst recession since the Great 

Depression of the 1930s. And although the recession was officially declared to have 

ended in the United States in mid-2009, the United States and the rest of the global 

economy recovered slowly only to experience another economic crisis that was, this 

time, caused the pandemic, which was a global health crisis.

The U.S. financial crisis triggering the Great Recession had, at its core, the sub-

prime housing market. Home loans were made to unqualified buyers in violation of 

prudent lending practices and regulations. The banks making the loans did not hold 

on to them. Instead, they sold them to secondary mortgage consolidators, who then 

packaged them into derivative financial instruments. These, in turn, were sold to 

investors across the globe, who suffered severe losses when the loans went into default. 

There followed a major credit crisis as many banks and investing houses failed.

Some 70% of the U.S. economy is consumer based. Without access to credit, 

because of bank failures and decreased lender ability, as well as willingness to pro-

vide credit even to financially sound businesses and individuals, consumer spending 

severely declined. Consequently, all the businesses that sold to them suffered. At first, 

the businesses selling big-ticket items such as autos were especially hard hit. But as the 

effects of the Great Recession lingered, many small businesses were unable to hold on. 

The small business failure rate increased 40% between 2007 and 2010, with retailers 

and manufacturers experiencing the highest rates of failure (Dun & Bradstreet 2011).

The U.S. auto industry is one of the most globalized in terms of its production sys-

tems, sourcing parts from around the world. Further, a large proportion of the goods 
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Chapter 1  •  The Enduring Argument for Local Economic Development Planning  3

sold in stores within the United States are imported. Thus, countries around the globe 

experienced the backlash of the U.S. economic crisis with associated declines in foreign 

trade, number of firms, and employment.

What does increased global integration mean for the local economies that we focus 

on in this book? We answer this question within the context of three phases of global-

ization that Friedman (2005) described more over two decades ago. Long before the 

Great Recession, the United States globalizing and sending of goods abroad, or what 

Friedman calls Globalization 1.0, brought significant prosperity to many local econo-

mies making manufactured goods, growing crops, and producing services and enter-

tainment. As U.S. companies globalized in the 2.0 phase, accessing overseas markets 

and employing labor in other nations, U.S. local economies experienced plant closings 

on an accelerating scale. Local economies overly dependent on the industry sectors that 

found it most profitable to move their operations overseas experienced the greatest dev-

astation. Many of the companies in these industry sectors simply were unable to com-

pete with cheaper imports and thus moved overseas to take advantage of lower labor 

and other production costs. At the same time, companies from other nations located in 

local economies across the United States to gain access to our consumer market and, in 

the case of certain industry sectors, to less expensive labor and other costs of produc-

tion. On balance, however, there was legitimate concern that the process of globaliza-

tion could leave behind many local economies, and demographic groups within those 

economies, if they continued to pursue “business as usual.”

More recently, Globalization 3.0 shifted the drivers of globalization away from 

U.S. and European companies to individuals and non-Western nations. Further, 

even before the Great Recession, Globalization 3.0 created major new challenges for 

local economic development planning and practice in the United States. The solu-

tions, as Friedman (2005) observed, called for an orientation away from traditional 

business development and recruitment toward ensuring all participants in a local 

economy have adequate preparation to make maximum contributions. Recovering 

from the Great Recession and other major economic crises such as that accompany-

ing the COVID-19 pandemic, requires a shift from business as usual. It also requires 

an economy focused on reinventing itself through new technologies, innovations, 

knowledge and renewed commitments to ethical leadership. The challenges to local 

economic development are the greatest they have been since the establishment of the 

formal field. More than ever, local economic development planners and policymak-

ers will need to have a sophisticated and comprehensive set of tools and strategies to 

remake their economies.

Prior to the Great Recession, new immigrants’ increasing labor force contributions 

and the problem of longtime residents with weak attachment to the labor market was 

of growing importance because of the aging population of the United States and the 

rest of the “rich world.” Most of Europe, as well as Japan, will experience sharp drops in 

population over the next three to four decades due to declining birth rates. The result-

ing aging of the population signals increased expenditures for health care and other 

Copyright © 2025 by Sage Publications, Inc.  
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



4  Planning Local Economic Development: Theory and Practice

government-provided services and places real strain on the future prosperity of these 

important global European partners of the United States.

Historically, the United States has been in an enviable demographic position com-

pared with its advanced nation allies. As a result, international capital flowed to the United 

States at a record pace. The United States also has had one of the most liberal and desirable 

immigration programs in the world. Thus, we should have an adequate number of workers 

to meet demand when the national economy is not in recession. However, the local eco-

nomic development challenge is to ensure that this labor force is fully prepared to meet the 

demands of employers facing heightened global competition. One of the most encouraging 

economic development trends in the aftermath of the Great Recession has been that of 

in-shoring, or bringing back production to the United States. Firms negatively affected by 

supply chain disruptions during COVID-19 are also engaging in more in-shoring.

However, many employers (especially in manufacturing) are complaining that 

they cannot find the skilled workers they need. Advances in automation and robotics 

are helping fill some of the labor deficit. But subsequent advances in artificial intel-

ligence have raised new concerns over the future of work, and these concerns cover the 

spectrum of employment categories.

It will be critical for the United States to retain its high rate of economic productivity. 

In most industries, the combination of American workers and technology created higher 

productivity than anywhere else in the world. And it supported high wages. However, the 

average U.S. worker has not benefited as much from productivity increases as they once did. 

One of the most important explanations for rising inequality and threats to the American 

(read middle-class) standard of living is that earnings from work have grown much more 

unequal since the early 1970s (Blinder 2007, Bivens and Mishel 2015). In 2007, Binder cited 

evidence from IRS data that the average taxpayer in the top one-tenth of 1% of all wage 

and salary earners had earnings amounting to that of 44 average taxpayers in the bottom 

half in the year 1979, but by 2001, this earnings disparity had increased almost fourfold, 

equating to that of 160 earners. The gap between the average American worker and the 

executive class is increasingly polarizing the nation. Bivens and Mishel provided evidence 

that the decline in national income going to workers in the form of wages and benefits and 

its increase to owners of capital does not stem from workers being less productive. Instead, 

they fault key policy shifts such as abandoning a commitment to full employment, failure 

to increase the minimum wage to keep up with inflation, and lack of adjustment measures 

to prevent workers from being damaged by economic globalization.

THE INFLUENCE OF OUTSOURCING AND INSOURCING

Workers and communities across the United States have been losing control over their 

destinies as the nation has increasingly become tied to global rather than national and 

local forces. Globalization is altering the locus of firms and work for all nations, rich 

and poor. The growing dominance of multinational firms within and outside of the 
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Chapter 1  •  The Enduring Argument for Local Economic Development Planning  5

United States is one of the most important trends accompanying globalization. There 

were approximately 40,000 multinational companies in the United States prior to the 

Great Recession, up from 7,000 in 1975 (Atkinson and Correa 2007). Sassen (2006) 

suggested that the multinational firm has evolved to supersede much of national 

authority, elevating the significance of global cities and the connections between them 

in the globalization process.

It is important to appreciate that globalization has also brought employment to 

the United States. Many law, advertising, and other firms in the United States have 

provided value-added services and products to the developed and developing world 

alike. Further, the United States gained new jobs as foreign corporations invested in it. 

The International Trade Administration reported for 2019 that “10.1 percent of U.S. 

employment or 16 million jobs were directly or indirectly attributable to foreign direct 

investment” (Select USA 2022, 2).

Networks

The competitive advantage of firms in the new economy has been greater specializa-

tion. However, this results is more interdependency with other firms, organizations, 

and suppliers. Business is no longer conducted by companies working alone. When 

leading-edge firms need specialized skills, they outsource to another organization in 

a related field or even in the same field. Many companies hire partner companies and 

form “virtual corporations” that combine for one product and then recombine with 

entirely different sets of collaborators for another product.

The concept of “Blue Ocean,” coined by Kim and Mauborgne (2004), is based on 

the notion that innovation comes from “reinvention” as well as new invention. They 

cite Cirque du Soleil as a prime illustration of reinventing within the template of an 

existing industrial category to generate a new product for new buyers. Some people and 

places seem to generate more of this sort of intellectual ware for reasons that Florida 

(2002), along with Kim and Mauborgne, has cited as conducive to collaborative activi-

ties or launchpads for new ideas.

Thus, a firm located in one place should be aware of the network of institutions 

and suppliers that can provide its materials and talent. Firms with well-developed 

networks are f lexible and able to identify and select strong suppliers as well as to 

penetrate new markets. The implication for workforce development is clear. In a 

networked economy, the skills of suppliers are as important as the skills within 

firms.

The enduring challenge for local economic development planning is that the loss 

and gain of firms and jobs is never a one-for-one match for either the community 

or the worker. When an auto job is lost in Detroit, its replacement in the American 

economy is more likely to be in financial services and located elsewhere. Even when 

another auto job from a foreign-owned firm appears in the U.S. economy, it does 

not do so in Detroit. Instead, it is located in the “Auto Alley” running through the 
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6  Planning Local Economic Development: Theory and Practice

Southeastern states. A classic explanation for this is found in Schumpeter’s (1947) 

notion of “creative destruction.” That is, capitalism and market economies survive 

and grow only through a process that destroys old ways and creates new ways of 

doing business. Cities, regions, and nations are affected by this process because they 

are the hosts to economic activities that experience birth and decline. Some of the 

new and key characteristics associated with evolving capitalism’s manifestation in 

the economy are discussed as follows.

The Geography of the New Economy and Its Successors

Atkinson and Gottlieb (2001) argued that the most appropriate way to view the New 

Economy is through the “lens” of metropolitan areas, observing that America is “nei-

ther an urban nor a rural nation, but rather a metropolitan nation where the majority 

of the population lives and works in large metropolitan areas that include both historic 

central cities and dispersed suburban development” (3). Their argument is reinforced 

by trends between 2010 and 2020, when for the first time rural (nonmetropolitan) 

America experienced population loss (Johnson 2022). Beyond major metropolitan 

areas, the United States has continued to become more urbanized or, more accurately, 

suburbanized, as we will discuss later.

However, in some locations, the skill levels of rural dwellers increased to a degree 

that is competitive with urban and suburban areas. Extending the work on the cre-

ative class begun by Richard Florida (e.g., 2002), McGranahan and Wojan (2007) 

found that particularly high-amenity rural areas are competitive with urban areas in 

attracting the creative class. Their research has provided an important contribution 

to understanding current economic development trends. The creative class is com-

posed of people in highly creative occupations such as artists, architects, engineers, 

designers, entertainers, and scientists. Florida argued that economic growth is driven 

by the creation of knowledge and ideas that primarily come from those in occupa-

tions that involve high levels of creativity. This creative class seeks a high quality of 

life as well as rewarding work. McGranahan and Wojan (2007) observed, “While 

developed with major metropolitan areas in mind, the creative-class thesis seems 

particularly relevant to rural areas, which lose much of their young talent as high 

school graduates leave, usually for highly urban environments” (18). McGranahan 

and Wojan found that, between 1990 and 2004, rural counties with high propor-

tions of creative-class workers experienced a 44% growth in jobs, while metro coun-

ties experienced 39% job growth. Whether in rural or urban areas, the activities 

associated with the creative class bring new jobs and growth, and the message for all 

localities is to carefully preserve their natural amenities as well as to nurture their 

cultural resources.

Yet, the successors to the original version of the New Economy, to which could be 

applied labels of service economy, digital economy or information economy, among 

others, are intensifying the metropolitanization of the national economy.
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Chapter 1  •  The Enduring Argument for Local Economic Development Planning  7

PEOPLE AND PLACES LEFT OUT OF THE EVOLVING  

ECONOMY

Growing Income and Earnings Inequality

One way of understanding the changing economy is to see how growth is shared 

between its component parts—labor and capital. Although labor productivity has 

been increasing, this has not translated into increasing wages (Bivens and Mishel 2015, 

DeNavas-Walt, Proctor and Lee 2006). The share of national income going to wages 

and salaries was the lowest ever recorded and fell below 50% for the first time in 2010, 

whereas the 14.15% share going to corporate profits was the highest ever recorded 

(Norris 2011). As of 2019, 43.4% of national income went towards wages and sala-

ries, whereas the share of corporate profits was 8.1% (Federal Reserve Economic Data 

[FRED] 2021). Therefore, the common perception that all boats rise and fall as the 

overall economy does cannot be assumed. Instead, more of the real gains are trans-

ferred to capital that may reside outside of the United States and to small segments of 

wealth-capturing groups with strong stock and other capital asset portfolios.

Not only has labor generally not shared in the increasing national prosperity, but there 

has been a shift in the distribution of earnings within labor segments. The top of the eco-

nomic pyramid has fared far better in the distribution of income than the bottom portion. 

The real improvements have been for those who receive income from capital flows rather 

than labor (Willis and Wroblewski 2007). Between 1979 and 2017, the U.S. Congressional 

Budget Office (2020) found that after-tax income for the highest-income households grew 

more than it did for any other group (see Figure 1.1). Specifically, income increased 261% 

for the top 1% of households, compared to 111% for the highest quintile, 53% for the sec-

ond-highest quintile, 44% for the middle quintile, 29% for the second-lowest quintile, and 

86% for the lowest quintile. As these trends have continued, they have become a major 

national focus.
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FIGURE 1.1 ■    Cumulative Growth in Average Inflation Adjusted After-Tax 

Income, by Before-Tax Income Group, 2011

Source: U.S. Congressional Budget Office (2014)
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8  Planning Local Economic Development: Theory and Practice

Gaps in opportunity have also increased across all spectra of the economy. The high-

tech and finance, as well as athletic, superstars who represent a small segment of the 

nation have gained immensely relative to others. Decline in unions and manufacturing 

employment has pushed many less-educated and computer-illiterate workers into lower-

wage jobs where they compete with international labor pools. The advances in automa-

tion and artificial intelligence are expected to be a new threat to lower-skilled workers.

Debate over whether the middle class was shrinking or merely moving into the grow-

ing upper middle class has been an ongoing accompaniment to the shift to the New 

Economy (see Economic Developments 1.1). But the Great Recession and its lingering 

effects shifted the debate’s focus to the overall decline in the middle class, the top 1%, 

and to those whose education should have prepared them for a place in the middle class. 

A 2012 analysis estimated half of new college graduates were unemployed or underem-

ployed (Yen 2012). Boushy and Hersh (2012) made the case that a strong middle class is 

essential to a strong economy for four reasons. It promotes the development of human 

capital and a well-educated population, creates a stable source of demand for goods and 

services, incubates the next generation of entrepreneurs, and “supports inclusive political 

and economic institutions, which underpin economic growth” (3).

ECONOMIC DEVELOPMENTS 1.1: WHAT IS 
HAPPENING TO THE MIDDLE CLASS?

The “plight of the middle class,” as it is subjected to forces transforming the 

U.S. economy, has become a major topic of interest among economists, political 

analysts, policymakers and politicians. Economic development planners should 

understand the debate because the middle class is the backbone of the U.S. econ-

omy and American society. The middle class standard of living is a benchmark by 

which economic development progress is measured. Historically, the mass market 

has been oriented toward satisfying the middle-class consumer. A position in the 

middle class is generally considered the development goal of the lower classes 

and of many of those who aspire to assist the lower classes.

The debate over what is happening to the middle class is intertwined with 

two other major economic debates: that of U.S. industrial transformation and the 

effects of changing demographics (aging baby boomers, immigration, etc.). How 

the middle class is defined can make a significant difference in the trends observed 

and conclusions drawn. Trend analyses have focused on earned income or total 

income as well as household income or individual earnings. They have used dif-

ferent definitions of the middle (a range around the median level or dividing the 

earnings or income distribution into quintiles and focusing on the three middle 

segments). Using household or family income enables one to look more at the total 

income picture. If the main concern is with impacts on standard of living, then 

household or family income may be the most appropriate variable for analysis. If 

the primary concern is what effect the declining middle has on employment and 

earning opportunities, then individual earnings is the appropriate variable. Both 

are important from an economic development perspective. Today, the two-earner 
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Chapter 1  •  The Enduring Argument for Local Economic Development Planning  9

household increasingly makes up the family income unit, although there are also 

growing numbers of single-earner and occupant households. How has the pos-

sibility for attaining a middle-class standard of living changed in concert? Does 

it now take more than one earner in most households to achieve a middle-class 

standard of living? If so, does this represent economic development advancement 

if it takes two or more earners to maintain a middle-class standard where one 

could do so previously?

Source: Leigh (1994)

Growing Racial Inequality

Income growth has been largely stagnant with growing inequality among races. The 

median household income for all races was $68,703 in 2019, an increase of around 32% 

since 2013 (U.S. Census Bureau 2014, 2019). The median White household income was 

111% of that for all households, whereas it was 143% for Asians, 82% for Hispanics, and 

only 66% for blacks. This persistent racial inequality is reinforced by the fact that the 

black poverty rate was the highest of all racial groups. At 18.8%, it was almost double that 

of Whites and Asians and 3.1 % higher than for Hispanics (see Table 1.1).

In part, these discrepancies are attributable to racial differences in educa-

tional attainment and in single-earner versus dual-earner households. Additionally, 

Race 

Category

Household 

Income

% 

Change

Median 

Household 

Income as 

Percent of 

Total Median 

Household 

Income Poverty Rate

2013 2019 2013 2019 2013 2019

All Races $51,939 $68,703 32.28% 100% 100% 14.5% 10.5%

White $58,270 $76,057 30.53% 112% 112% 9.6% 7.3%

Black $34,598 $45,438 31.33% 67% 66% 27.2% 18.8%

Asian $67,065 $98,174 46.39% 129% 143% 10.5% 7.3%

Hispanic $40,963 $56,113 36.98% 79% 82% 23.5% 15.7%

Note: This edition uses “White, non-Hispanic” data from 2013 and 2019 tables.

Sources: U.S. Census Bureau, Income, Poverty, and Health Insurance Coverage in the United States: 2013, 
Tables 1 and 3; U.S. Census Bureau, Income and Poverty in the United States: 2019, Tables 1 and 3. 

TABLE 1.1 ■    Household Income Poverty by Race, 2013–2019
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10  Planning Local Economic Development: Theory and Practice

foreign-born workers can remain trapped in forms of domestic service work in which 

they have low wages and no bargaining power without better language skills. From 

an economic development perspective, the link between high rates of poverty and low 

educational attainment is clear. Consequently, the success of the local education sys-

tem is a necessary foundation for local economic development.

Welfare reform introduced by President Clinton in 1994 was aimed at moving wel-

fare recipients—particularly black single-headed households—from poverty to work. 

It is clear that welfare rolls have declined substantially as a result of this law. Although 

states now spend less on welfare per se, they spend a good deal more on job training, 

education, and programs designed to lower teenage pregnancy and other factors that 

cause intergenerational poverty (Haskins, Sawhill and Weaver 2001).

However, there is mounting evidence that the work welfare recipients find is low 

wage and often only part time. Thus, those formerly dependent on welfare are increas-

ingly working for wages at or below the poverty line, thereby requiring other forms of 

support, such as food stamps, to make ends meet.

The Working Poor

Former welfare recipients may be part of a larger group known as the working poor: 

persons who are in the labor force (at least 27 weeks) but still do not earn enough to 

have an income above the poverty level.

For the overall American labor force, the working poor grew from 6.5% to 7.0% 

between 2007 and 2013. In 2018, the working poor represented 4.5% of the American 

labor force. Black (7.8%) and Hispanic (7.9%) rates of working poor were significantly 

higher than those for Whites (3.9%) and Asians (3.2%). Further, 20% of those who 

worked part time involuntarily (because they wanted full-time work but could not 

obtain it) were also working poor. Being a member of the working poor is correlated 

with one’s occupation and educational level. Figure 1.2 shows that 13.5% of those with-

out a high school education were working poor, compared to 1.4% of college graduates. 

Those who work in service, natural resources, construction, and maintenance jobs also 

had a much higher likelihood of being among the working poor (U.S. Department of 

Labor 2020). However, unequal access to quality education is also correlated with race 

and income levels.

For families, those with children under 18 years were about four times more likely 

to be working poor, and those with female heads were more likely to be in poverty 

(U.S. Department of Labor 2020).

As can be seen in Table 1.2, whereas about a quarter of the workforce is low wage 

(average hourly wage of $10.22 in 2019), 54.7% of this low-wage workforce is female.

Part-time low-wage work is no longer a short-lived interlude until a better full-

time job is found. Few of the skills developed in low-wage work are transferable to 

higher-order jobs. In fact, many part-time jobs are deskilling. For example, the worker 

becomes more of a watcher than a technical aid for the work performed. Store clerks 
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Source: U.S. Department of Labor (2020)

Characteristic

Low-Wage 

Workforce

Mid/High-Wage 

Workforce

Percentage of workforce 43.7% 56.3%

Average hourly wage (2016 dollars) $10.22 $26.65

Gender

Female 53.7%  44.2%

Male 46.3%  55.8%

Race

White, non-Hispanic 52.4% 70.6%

Hispanic 24.9%  11.4%

Black 14.8%  9.9%

Asian 5.1%  6.0%

Other 2.8% 2.1%

TABLE 1.2 ■    The Low-Wage Workforce

(Continued)
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12  Planning Local Economic Development: Theory and Practice

no longer need to add and subtract, or indeed do any high-order functions, because 

the computer calculates and analyzes. Few part-time jobs offer any training or require 

much skill, so they are not ladders to anything better.

Although globalization has increased the competition for lower-skilled workers in 

many countries, the fact is most U.S. lowest-paid part-time workers cannot go overseas 

to sell hamburgers or make beds. This form of work is infiltrating sectors that once pro-

vided job ladders like custodial services and that served for many new immigrants as 

the way into government and other work. These civil-service job-ladder opportunities 

are now closed because the work is now performed by contractors. Low-skilled minori-

ties, especially women, are caught in a vicious cycle of low-wage employment that is 

time-consuming but not skill enhancing, and too often they lack the resources or sup-

port systems to further their educations so they can move to higher-wage occupations.

The Decline in Good Jobs

The picture of a deeply dividing labor force that Bennett Harrison (1978) painted more 

than three decades ago is still with us today. The picture of this labor force presented 

in Figure 1.3 is only slightly modified from what Harrison originally conceived. At the 

core of the current labor market are the primary (or good) jobs. Primary employment 

consists of career professional and technical positions with good wages and benefits, 

career mobility, and additional training opportunities. These jobs have historically 

Characteristic

Low-Wage 

Workforce

Mid/High-Wage 

Workforce

Education

Less than high school 14.6%   4.4%

High school grad 34.0%  20.2%

Some college/associate’s degree 37.1%  31.3%

College grad+ 14.3%  44.1%

Age

18–24 24.3%  4.0%

25–34 27.5%  22.1%

35–44 18.3%  26.0%

45–54 17.4% 27.7%

55–64 12.5% 20.2%

Source: Ross and Bateman (2019)

TABLE 1.2 ■    The Low-Wage Workforce (Continued)
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Chapter 1  •  The Enduring Argument for Local Economic Development Planning  13

been unionized or had some degree of employment security based on the ability of 

the workers holding these jobs to bargain because they possessed skills and technical 

knowledge needed in the productive economy. In addition, jobs in the primary sector 

are generally more rewarding than other positions because they tend to be “knowledge 

intensive.” That is, individuals’ intellectual skills are more likely to be used in the work.

Surrounding the core primary jobs are more marginal employment activities, which 

have increasingly come to be seen as “bad” jobs. The principal real employment in this 

segment lies in what has been called the secondary labor market: low-wage, unstable 

employment in personal consumer services areas or in firms that are footloose. The sec-

ondary labor market includes many occupational categories, ranging from manufactur-

ing to clerical. Individuals in this market seldom have any job security and enjoy few 

benefits from their employers. As a consequence of the low wages paid in the jobs, indi-

viduals and families in most urban areas are forced to send more members of the family 

to work, including working-age children. At the top of the figure are the increasingly 

part-time retail jobs. To the left of the core are public-sector job training programs for 

welfare-to-work transitions and displaced and hard-to-employ legal workers. To the right 

of the core is the segment of workers who are legal and illegal. The illegal portion is made 

up of individuals and some small firms that do all their business in cash and pay few or no 

taxes. A portion of this sector is engaged in illicit activities.

Secondary labor

market—retail

and services

Irregular

cash and

quasi-legal

work

Innovation-

and Knowledge-

Based Jobs

Global Value
Added Trade

and Production
Jobs

Social welfare

and services—

paraprofessionals

in medicine

technology

Training and

government-

subsidized

labor market

CORE

FIGURE 1.3 ■    The Structure of Urban Labor Markets

Source: Modified from Harrison (1978)
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14  Planning Local Economic Development: Theory and Practice

The government sector, on the left of Figure 1.3, was larger when Harrison (1978) 

first depicted the labor market. The jobs it shed have been replaced by those in the 

social welfare sector and by paraprofessional jobs in medicine, social services, and 

other arenas filled by contract employees. The latter work without benefits, so they are 

dependent on a new form of government handout from grants and contracts. This is a 

growing sector that has less power than the government agencies it replaces. Even the 

education sector is moving in this direction, with more schools privatizing as charter 

schools. Although the charter schools give more local control over teachers and cur-

riculum, they also provide less job security than the public system.

Good jobs are those that provide, at a minimum, a living wage so that, if a per-

son works year-round, full time, their earnings will take them above the poverty level. 

These jobs also have employer-provided benefits such as health care, retirement plans, 

and opportunities for job training and career advancement. As more work becomes 

part time and small employers replace larger ones, job quality is suffering. In particu-

lar, health-care benefits are nearly as important as wages, for without health insurance, 

even a small medical emergency can push a household into bankruptcy. Further, when 

the only resource for an uninsured worker is the emergency room of a local govern-

ment-supported hospital, the community suffers from excessive and unreimbursed use 

of the most expensive form of health care.

Employer-provided health insurance is more associated with larger employ-

ers who can realize cost savings from buying large group policies. However, large 

employers see the aging and unhealthy workforce as a future liability, particularly 

given the increasing incidence of type 2 diabetes, asthma, and other largely pre-

ventable diseases. This, in combination with soaring health-care costs, caused major 

employers to cut back on health-care coverage beginning in the 1980s (Economic 

Policy Institute 2009). This, in turn, led to growing calls for a national approach to 

providing health insurance. However, it wasn’t until 2010 that a national approach, 

in the form of the Affordable Care Act, materialized. Details on this approach are 

discussed in Chapter 2.

Inconsistent access to health care, corporate downsizing, offshoring of jobs, the 

decline of unionized jobs, and the rising use of temporary help agencies to meet firm 

employment needs are only some of the factors that have contributed to an eroding good 

Jobs base. Some states and communities have tried to preserve and grow their good Jobs 

base by tying job quality to the provision of economic development incentives.

Overall, the U.S. labor market faces substantial challenges in continuing to be the 

vehicle through which the majority of Americans, newcomers and old-timers, achieve 

the American way of life. Beyond corporate restructuring and offshoring, two trends 

represent particular challenges for marrying local economic development efforts with 

workforce development efforts. The first is incorporation of the foreign-born popula-

tion, and the second is the rehabilitation of a growing and largely black male prison 

population.
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Chapter 1  •  The Enduring Argument for Local Economic Development Planning  15

The Rise of the Foreign-born Population

Foreign immigration has increased over the last three decades, particularly augmented 

by the wave of Vietnamese immigrants since the 1970s. Unlike previous generations, 

new immigrants from all regions of the world are able to keep many of their linguistic 

and other traditions because international communications such as satellite television, 

radio, and the Internet make it easier to maintain contact with their homelands. As the 

new immigrants settle, they also become important assets to communities in a variety 

of ways, from providing needed labor to purchasing local goods and services.

In contrast, new immigrants are seen as competing for jobs at the low end of the 

scale, thereby depriving local workers of these jobs. Immigrants are also producing 

increasing numbers of children due to higher fertility rates than the locally born or 

domestic population. Immigrants work and pay taxes, but in areas with high con-

centrations of low-skilled, low-paid immigrants, they impose net costs on U.S.–born 

workers. The reason for the so-called immigrant burden is that illegal immigrants 

receive services like education and health care for which they may not pay directly 

because they seldom pay property and income taxes. Furthermore, the vast majority of 

legal immigrants are in the lowest income groups and thus have higher welfare or other 

public supports. Yet, as we will discuss later in this book, immigrants have the potential 

to be strong forces for local economic development.

Prison Populations

Prisons are disproportionately home to young black males, reflecting centuries of racial 

inequality in American society as a whole and the justice system in particular. In 2014, 

of male prisoners aged 30–39, 6% were black compared to only 2% who were Hispanic 

and 1% who were white. In 2020, 1,446 black inmates per 100,000 black male resi-

dents were serving sentences of at least one year, compared with 757 Hispanic inmates 

per 100,000 Hispanic male residents, and only 263 white inmates per 100,000 white 

male residents. Further, younger black males aged 18–19 were three times more likely 

to be in state or federal prisons than white males (U.S. Department of Justice 2020).

The tragically higher rate of black males in prison is a symptom of household and 

community dysfunction that has generated deep despair among policymakers of all 

colors who are unable to find successful corrective courses of action. Table 1.3 shows 

that low attachment rates to the educational system significantly increase the likeli-

hood that blacks, Hispanics, and whites will become incarcerated and diminish their 

chances for fully participating in the legal economy. Post-release from prison, few can 

find living-wage work. Moreover, state lawmakers eager to show toughness on crime 

extended sentences, thereby reducing the possibility of successful rehabilitation to 

community life.

There are two significant recent policy efforts aimed at increasing the possibilities 

for the formerly incarcerated to successfully gain employment and reenter society. The 
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16  Planning Local Economic Development: Theory and Practice

first is the Ban the Box movement focused on ensuring employers provide a fair chance 

to job applicants by removing the question on history of conviction from application 

forms. This question typically results in the applicant being excluded from any further 

consideration. By removing the box, inquiries into an applicant’s record come later 

in the hiring process and give applicants a chance to show their qualifications (and 

rehabilitation). Twenty-one states and more than 100 cities and counties have adopted 

some form of Ban the Box policy as of 2016 (Rodriguez and Avery 2016)

The second policy effort explicitly recognizes the correlation between levels of 

low education and high incarceration. At the federal and state level, there is a push to 

provide greater levels of general vocational and college-level education to prisoners. 

Some cities are also taking the initiative to address this critical problem as can be seen 

in Economic Developments 1.2. Recent studies have shown that inmates who receive 

education are much less likely to be incarcerated after release. Further, the costs of 

providing education to prisoners are estimated to be less than one-fifth of the costs of 

re-incarceration (Davis et al. 2013)

ECONOMIC DEVELOPMENTS 1.2: FIVE KEYS 
CHARTER SCHOOL PROVIDES EDUCATION 
ACCESS TO PRISONERS IN CALIFORNIA

The United States not only has the largest prison population in the world but also 

relatively high recidivism for parolees. These high rates indicate that incarcera-

tion should not be the sole solution to support criminals’ reintegration into society. 

Because there is considerable evidence that crime and imprisonment is associ-

ated with lack of education, increasing comprehensive (core subject and socio-

emotional) educational opportunities for prisoners could reduce recidivism and 

alleviate the ever-increasing social and fiscal costs of incarceration.

In San Francisco, the Sheriff’s Department Five Keys Charter School, a non-

profit corporation, offers educational access to adults in county jails or to those 

Educational Attainment White Black Hispanic Other

Less than high school 7% 7% 10% 5%

High school diploma or GED 20% 21% 21% 23%

Certificate from college or trade school 8% 6% 9% 5%

No further education completed 57% 61% 55% 62%

Source: Rampey et al. (2016)

TABLE 1.3 ■    Percentage of Incarcerated Adults by Highest Level of 

Education Completed during Current Incarceration and 

Selected Characteristics: 2014
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Chapter 1  •  The Enduring Argument for Local Economic Development Planning  17

on probation or parole in treatment facilities or workforce development pro-

grams. The network of schools are public, and courses are based on requirements 

through the California Department of Education and completely funded by the San 

Francisco United School District. Because the jails’ budgets cover costs of rent, 

food, transportation, and facilities, Five Keys can utilize school district funds pri-

marily for investments in technology and intensive programs involving English as a 

second language, mental health, and special and remedial education.

The original school, San Francisco’s Sheriff’s Department Five Keys Charter 

School (FKCS), was founded in 2003 and offers classroom-based full-day school 

to men in county jails. The Five Keys Adult School (FKAS) was later established to 

provide full-day classes for men and women. In addition to traditional core courses 

for the GED or high school diploma, both programs emphasize wraparound sup-

port classes on restorative justice, parenting, violence prevention, substance 

abuse, and career preparation. At FKAS, unlike FKCS, classes go year-round and 

are held within the inmate housing units, ensuring broader access by incarcerated 

adults (“Visiting Committee Report” 2015).

Five Keys also expanded its programs outside of jail through Five Keys 

Independence High (FKIH), providing independent study options to men and women 

in jail, or out on parole who cannot attend classes on site, and to those working 

and/or enrolled in job training or residential treatment programs. Students com-

plete independent study courses, meet with teachers at least once a week, and 

have the option of attending daily classes. These options of school type within the 

Five Keys Charter system provide students a fluid method to start and/or continue 

their education once released (“Visiting Committee Report” 2015).

FKCS serves most county jails in San Francisco and expanded to Los Angeles 

County jails in 2012. The charter now offers kindergarten through twelfth-grade 

courses to address the needs of students on all levels. To address low retention 

rates after release, there are future plans to offer online courses and mobile-

classroom sites on refurbished city buses for parolees in remote and/or rural 

areas (“Visiting Committee Report” 2015).

In the 2013–2014 school year, Five Keys served 9,528 students, 37% of which 

were black, 27% Hispanic, and 14% white. Of all students, 82% were male, and 61% 

were incarcerated. The other 39% attended courses through the community-based 

FKIH. Of all the students who took the California High School Exit Examination in 

2013, 79% passed the English section and 70% the math section. In addition, 70% 

of students enrolled for at least two months had access to vocational training and 

thus better chances of finding employment (“Visiting Committee Report” 2015). 

Based on a recent report, Five Keys has a recidivism rate of 28% compared to the 

California state average of 68% (Barba 2015, California Department of Corrections 

and Rehabilitation 2014).

The San Francisco Sheriff’s Department recently won the 2015 Innovation in 

American Government Award from Harvard University for its increasing impact 

on students and their local communities (Barba 2015). Adequate funding, continu-

ity of education between the charter organization’s on-site and independent stud-

ies programs, as well as a comprehensive curriculum including socio-emotional 

courses, allow students at Five Keys a flexible and supportive path toward work-

force entry. This program in California offers only one example of a burgeoning 

movement to recapture a group of men and women who often lack access to adult 

education and career development opportunities.
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18  Planning Local Economic Development: Theory and Practice

Growing Spatial Inequality

Two primary ways to examine trends in spatial or regional inequality in the United 

States are through the categories of major regions (Northeast, Midwest, South, and 

West) and the metro and nonmetro regions (treated as synonymous with urban and 

rural). From Table 1.4, we see that there are significant differences in income levels, 

incidences of poverty, and lack of health insurance coverage among the four major 

regions and within metro regions as well as between metro and nonmetro regions. 

Despite the high population and employment growth rates the South has experienced 

for many decades, its income levels continue to lag behind the other regions of the 

United States, and the proportion of persons in poverty and lacking health insurance 

is highest. Meanwhile, the Northeast region ranks highest, leading in median income 

and holding the lowest poverty rate and uninsured rate. The West region has a higher 

income than the Midwest but has a higher uninsured rate and a similar poverty rate. 

Although the Northeast and Midwest have suffered significant losses in good jobs over 

the last several decades due to manufacturing decline in the industrial heartland, the 

stronger labor agreements that are the legacy of unionization have helped stabilize their 

standards of living.

Within each of the four regions, there is significant diversion in standards of living 

and economic development at the state and substate levels. As discussed, much of this 

diversion is attributable to whether a location within a region has natural amenities 

such as mountains and coastlines that make logical resort choices or whether it is part 

of a metropolitan area. Indeed, it is not regions or states but metropolitan areas that are 

the true drivers of U.S. development. Around four-fifths of the U.S. population lives in 

metropolitan areas, and half of the U.S. population lives in their suburbs. Even more 

significant is that U.S. population and economic activity are concentrated in only one-

third of all our metro areas:

The 100 largest U.S. metropolitan areas contain 65 percent of the nation’s 

population and 68 percent of its jobs, but gather even larger shares of innova-

tive activity (78 percent of U.S. patent activity), educated workers (75 percent 

of graduate degree holders), and critical infrastructure (79 percent of U.S. air 

cargo). As such, they generate three-quarters of U.S. gross domestic product. 

(Berube 2007, 7)

Dabson (2007) has detailed the key connections between the nation’s metro and 

rural economies, noting that the major metro economies “draw strength from, and 

provide benefits to, smaller places throughout the nation. ” Indeed, more than half 

of the population living in rural areas, defined as low-density areas and towns, are in 

counties within metropolitan areas (Dabson 2007). Dabson noted that firms in major 

metropolitan areas depend on the lower-cost labor in these rural areas, which are either 

part of their commuter sheds or may be hundreds of miles away and provide business 

process services made possible by information technology advances.
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Area Median Income Percentage Below Poverty

Percentage With No Health 

Insurance

Region 2012 2019 % Change 2012 2019 % Change 2012 2019 % Change

Northeast $54,627 $76,221 39.53% 13.60% 9.4% – 30.88% 10.80% 4.7% –56.48%

Midwest $50,479 $68,354 35.22% 13.30% 9.7% – 27.07% 11.90% 5.7% –52.1%

South $48,033 $61,884 28.84% 16.50% 11.0% –33.33% 18.60% 11.0% –40.86%

West $55,157 $75,769 37.37% 15.10% 7.6% – 49.67% 17.00% 7.6% –55.29%

Metro Status

Inside Metro $52,988 $71,961 35.81% 14.50% 10.00% – 31.03% 15.50% 7.9% –49.03%

Inside Central

City

$45,902 $63,745 38.87% 19.70% 13.1% –33.5% 18.60% 9.6% –48.39%

Outside Central 

City

$58,780 $77,170 31.29% 11.20% 8.2% –26.79% 13.50% 6.9% –48.89%

Outside Metro $41,198 $52,100 26.46% 17.70% 13.3% –24.86% 15.20% 8.8% –42.11%

Source: Semega et al. (2020)

TABLE 1.4 ■    Spatial Inequality in Income, Poverty, and Health Insurance
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20  Planning Local Economic Development: Theory and Practice

Increasing Metropolitan Inequality

Despite metropolitan America—particularly its top 100 cities—being the geographic 

focal point of U.S. economic growth, there are a number of concerns raised by recent 

patterns. First, there is a twin set of increasing bifurcation occurring within metro 

areas. This is associated with the significant suburbanization within U.S. metropolitan 

areas that has transformed metropolitan spatial structure from the dichotomous form 

of central city suburbs to one of a multiring polycentric structure with suburban rings 

and subcenters (see Figure 1.4). The resulting metropolitan region is an interactive sys-

tem of downtown, inner city, inner-ring suburbs, outer-ring suburbs, subcenters, and 

exurbs. Within this system, downtowns are experiencing gentrification and revitaliza-

tion in reaction to the long commutes associated with metropolitan sprawl, whereas the 

minority-populated inner-city portion of the central city continues to suffer from high 

crime rates, disinvestment, poor schools, and poverty concentration. At the same time, 

the suburbs are becoming increasingly differentiated, and the inner-ring suburbs have 

been experiencing declining household incomes. Their aging housing stock is being 

occupied by new immigrants and the traditional poverty population that is being dis-

placed by “back to the downtown” movements (Lee and Leigh 2007).

The signs of suburban decline are clear, including homeless people in shopping 

malls in many close-in suburban and even some affluent areas. Affordable hous-

ing, which was a code word in the 1980s for low-income housing, is now a concern 

of suburban police officers and schoolteachers as well as the poor. The suburbs have 

also witnessed a rise in crime and the number of new social problems in their midst 

with many families experiencing stress and rising levels of child abuse and family 

Suburbs

A B

Rural Area Rural Area

Exurban

Exurban

Subcenter

Subcenter
Inner-Ring

Suburbs

Inner City

Outer-Ring

Suburbs

Central City

Traditional Structure Multi-Ring Polycentric Structure

Metropolitan Region Metropolitan Region

Downtown

FIGURE 1.4 ■    The Emergence of Suburban Rings and Subcenters in the 

Metropolitan Areas

Source: Lee and Leigh (2004)
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Chapter 1  •  The Enduring Argument for Local Economic Development Planning  21

dysfunction. Suburban schools, once thought to be sanctuaries, have experienced vio-

lence of unimaginable scale and horror across the nation. In April 2007, Blacksburg, 

Virginia—a small picturesque college town with no history of violence—rocked the 

nation with thirty-two unprovoked killings by a psychotic student. Less than a decade 

earlier, Columbine High School in Colorado Springs experienced a similar incident. 

Although some have blamed television for these horrific acts, many sociologists blame 

the suburban living arrangements that isolate youth from a larger network of social set-

tings that fosters good communal life. At the same time, participation has been declin-

ing in community institutions that formed the backbone of civic life for fifty years, 

such as parent–teacher associations, 4-H Clubs, and Lions Clubs; even attendance in 

traditional churches has been in long-term decline (Putnam 2000).

Increasing Rural Inequality

The bifurcation in economic fortunes within rural areas and small towns is as sig-

nificant as that which has occurred within U.S. metro areas. Those who prosper, as 

previously discussed, have significant natural amenities and/or are close to a thriving 

metropolitan area. Those with an employment base in farming continue to experience 

net job and population loss.

Farmland speculation, global competition, and overproduction have severely taxed 

many rural communities. As farms collapse, mines close, and other natural resource 

operations diminish, the dwindling employment base in agriculture and extractive 

areas declines even more swiftly. The loss in farm, timber, and mining income has 

a disastrous ripple effect through an entire community. In fact, many single-crop 

and single-firm nonmetropolitan communities have been extremely vulnerable due 

to their narrow economies. Further, manufacturing branch plant closings have had 

a more marked impact on rural than urban communities. As branch plant economies, 

these communities exercise little control over the corporate decision-making process. 

When international commodity prices fluctuate, the actions of other suppliers of raw 

materials influence the base economy. In a sense, some rural communities have been 

trapped by their own success in attracting firms and expanding foreign trade. They 

need to reformulate their economic development strategies to achieve more resilient 

economies. However, their most recent major growth opportunity—shale oil produc-

tion—presents profound challenges for becoming a sustainable and resilient economic 

development strategy.

Shaping Global Warming: The U.S. Economic Engine

Only a small minority of scientists and policy advocates refuse to recognize the sig-

nificance of climate change for the U.S. and global economy. With less than 5% of the 

world’s population, the U.S. produces around 15% of the CO
2 
gases that threaten the 

global atmosphere. The American lifestyle is not without cost to the rest of the world. 

Americans consume more than a quarter of the world’s natural resources to maintain 
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22  Planning Local Economic Development: Theory and Practice

an increasingly fragile form of consumption-oriented living. Americans transport, 

consume, and produce debris in greater quantities than almost all of the rest of the 

world combined. The United States is running out of landfills for waste and is reducing 

its freshwater supply with wasteful practices.

The International Panel on Climate Change report has indicated global tempera-

tures may rise as much as six degrees Celsius (11 degrees Fahrenheit) by the turn of the 

next century. The accompanying sea level rise could inundate more than 70% of the 

world’s largest metropolitan areas located on coasts. Cities such as New York, Sydney, 

and Mumbai are equally threatened by sea level rises of as much as three to six feet. 

While the sea is rising, we are also witnessing other regions threatened by spreading 

drought and deserts.

The economic consequences of global warming are far from trivial, yet the actions 

needed to deal with climate change may still be within our grasp. But how proactively 

nations will confront this impending disaster is not certain. Despite the fact that, until 

recently, the United States was leading greenhouse gas emitter in the world, many see 

reductions in the production of greenhouse gases to be hostile to economies.

Meanwhile, China, now the world’s top emitter of greenhouse gases, and other rap-

idly growing nations like India are adopting U.S.-style living patterns as their growing 

middle classes urbanize and adopt automobile-based economic and cultural systems. 

As their combined population is several billion compared with 320 million for the 

United States, adoption of U.S. consumption and auto-dependent lifestyles by these 

nations has begun to greatly accelerate global warming.

The only real recourse is for a new economy to emerge that is less dependent on 

fossil fuels and more oriented toward the production of low-energy and low-waste life-

styles. Some policymakers and scientists see the New Economy as one that uses substi-

tutes for fossil fuels and for materials that alter the form but not the content of current 

lifestyles—that is, substituting wind or corn for fossil fuels might be a way around the 

current energy-production system. Others view climate change as the call to drastically 

change our way of life—to produce communities that are less dependent on fuels for 

survival and that produce more of their own food to be consumed locally rather than 

transported nationally or globally. This latter approach takes people out of their cars 

and does not only substitute for the automobile. Switching to a non–auto-based and 

low-energy American way of life is a major challenge that some see as insurmountable 

for the United States and the rest of the world. So new techniques for lowering fuel con-

sumption and better use of existing resources are the preferred alternatives. This means 

a vastly different economic engine will have to be produced in short order to prevent 

massive dislocations of people and the starvation of many.

Although the national governments of the largest CO
2
 producers are slow to 

acknowledge and respond to the challenge of global warming, there is a growing local-

level response that was initiated when Seattle’s Mayor Greg Nickels became the first 

to adopt the Kyoto Protocol in May 2005. Established in 1997, the international cli-

mate change treaty aimed for an average 5% reduction in greenhouse gas emissions 
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in developed nations by 2012. Although the United States never ratified the treaty, 

two years after Nickels’s adoption, the U.S. Conference of Mayors endorsed his 

Climate Protection Agreement and more than 1,060 U.S. mayors from all 50 states, 

Washington, DC, and Puerto Rico signed on to it. This agreement required mayors to 

(1) strive to meet or beat the Kyoto Protocol targets in their own communities through 

actions ranging from anti-sprawl land-use policies to urban forest restoration projects 

to public information campaigns; (2) urge their state governments and the federal gov-

ernment to enact policies and programs to meet or beat the greenhouse gas emission 

reduction target suggested for the United States in the Kyoto Protocol—7% reduction 

from 1990 levels by 2012; and (3) urge the U.S. Congress to pass bipartisan greenhouse 

gas reduction legislation that would establish a national emission trading system. In 

2014, the Climate Protection Agreement was renewed and included local strategies 

such as incentives for carpooling and public transit, increased use of renewable ener-

gies, maintenance of urban forests, and investments in green infrastructure to increase 

city resiliency (U.S. Conference of Mayors Press Release 2014).

Additionally, nonprofit organizations such as KyotoUSA and ICLEI’s Local 

Governments for Sustainability are providing assistance to community groups as 

well as local governments seeking to protect the climate (see www.kyotoUSA.org 

and www.ICLEI.org). More than six hundred U.S. cities had measured their green-

house gas emissions and adopted reduction plans with ICLEI’s assistance by 2012. In 

2014, ICLEI partnered with the World Resources Institute and C40 Cities Climate 

Leadership Group to launch the Global Protocol for Community-Scale Greenhouse 

Gas Emission Inventories, through which participating cities measure, report, and 

compare emissions based on comprehensive standards. The initiative will strengthen 

the Compact of Mayors, the largest international effort among cities to reduce green-

house gas emissions (www.ghgprotocol.org). These coordinated, city-wide efforts are 

all the more crucial as projections show that 66% of the world’s population will live 

in urban areas by 2050 (United Nations Department of Economic and Social Affairs, 

Population Division 2014).

THE FUTURE OF LOCAL ECONOMIC DEVELOPMENT  

PLANNING

The United States is enmeshed in the global market system as leader, follower, and 

participant. No American firm of any size remains solely within the domestic market 

system, and consequently neither does any American community. American firms and 

labor once shielded from international competition are now subject to the vagaries of 

international finance. The traditional system of economic development planning and 

practice has not only been ineffective in responding to a market system that itself has 

undergone globalizing structural shifts, but it is also actually contributing to struc-

tural shifts in environmental and social systems that are significant cause for concern. 
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Growing recognition of evidence of these shifts in the form of widening inequality and 

global warming increasingly appears to be a tipping point from which we may be able 

to look back one day and see a transformation of the traditional system of economic 

development planning and practice. In addition to the mayors who have signed on 

to the Climate Protection Agreement and the cities that have already measured their 

greenhouse gas emissions, other key actors are taking major steps. For example, the 

International City/County Management Association adopted a formal resolution on 

sustainability in October 2007 that requires recognition of the interdependence among 

environmental stewardship, economic development, social equity, and financial viabil-

ity. The Brookings Institution has formulated a Blueprint for American Prosperity 

that calls for “productive, inclusive, and sustainable growth that helps the United 

States maintain its economic leadership, fosters a strong and diverse middle class, and 

advances U.S. efforts to address climate change and achieve energy independence” 

(Berube 2007, 2). Last, the economic stimulus package of the Obama administration 

aimed at bringing the United States out of recession incorporated major provisions for 

creating sustainable jobs and economic activities.

American communities can no longer depend—if they ever could—on an indus-

try base that pledges long-term loyalty to a community or its workers. Silicon Valley 

is only slightly better positioned to handle the new economy than Peoria, Illinois. 

And any such advantage is temporary. Therefore, communities must obtain more 

control over their economic directions and destinies. The task may be difficult, but 

it is not impossible. Local economic and political decision makers need not surrender 

their communities’ fates to chance, the marketplace, or unsupportive federal policies. 

Policymakers in local economic development must confront many crucial questions. 

Can anything meaningful be done to incorporate the unemployed and underemployed 

into the employment system? Are there enough jobs? Are there enough “good” jobs? 

Are there sufficient energy and natural resources to support the local economy? Can a 

single community tackle the problems of joblessness, homelessness, or climate change 

by itself? Can a politically and economically divided nation meet its goals of providing 

for all?

There are, of course, no clear answers to these questions. But it is clear that com-

munities must have a better perspective on the problems affecting the global economy 

and their consequences for citizens in general and for specific groups. Local economic 

development and employment creation can be designed more effectively to deal with 

these problems. Adopting strategies that promote the green economy, foster entrepre-

neurship and local cultural assets, and substitute locally produced goods and services 

for those imported into the community as well as for export to the global economy are 

a few of the possibilities. The central thesis of this book is that locally based economic 

development and employment generation are more likely to be successful if initiated 

at the community and local level than elsewhere. Each of the factors influencing the 

economy has unique manifestations and slightly different causes in each local area. 

Solutions to community problems will not succeed if they are not targeted to specific 
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groups and linked to the total regional economic system. Although this book is written 

for a U.S. audience, there is a growing international audience adopting the same strate-

gies. Previous book editions have been translated into Korean, Arabic, Spanish, Dutch, 

German, and Russian in whole or in part, with a special edition for India.

Local economies the world over can translate these circumstances into their own 

settings. It is the author’s hope that everyone who reads this book, whether in urban or 

rural areas, and whether in the United States or elsewhere, develops a new concept of 

how to solve local dilemmas for now and for many years to come.

Community leaders can assess their community’s situation and place it in a larger 

context. Similarly, they can assess affected groups to determine how they will respond 

to different courses of action. In this way, local solutions can be found for national 

problems. The next chapter explores the dimensions of national policy that currently 

serve as a basis for local economic development.
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