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Tourism as Economic 
Development
by Rhonda Phillips, Ph.D.; AICP; CEcD; Arizona State University

(continued on page 3)

Tourism has long been recognized as a community and economic 
development strategy to bring in revenues. As one of the fastest 
growing industries in the world, many communities are seek-

ing ways to tap into this vast and productive industry to capture local 
community and economic development benefits. As demonstrated, 
community participation is a crucial factor for the long term viability 
of tourism. The significance of community involvement is to provide 
a voice for those involved in or impacted by tourism, to make sound 
decisions making use of local knowledge, and to reduce possible conflicts 
between tourists and members of the host community. The emphasis in 
the tourism planning models on the need for coordination and collabo-
ration among all sectors involved leads to the need for planning. Simply 
put, planning provides the opportunity to envision what a community 
wants and how to get there. Without it, there is no direction to achieve 
desirable outcomes — the community will have to accept whatever 
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A public theater and library complex is the centerpiece of this redeveloped 
neighborhood.
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While the look [of News & Views] is 
changing, the quality of our content 
is not — the Economic Development 
Division has been selected to receive 

an award at the APA Annual Conference 
in Las Vegas for excellence in 

communications for our newsletter. 

SUBMIT!
Deadline for the Summer Issue of

May 15, 2008

This issue of News & Views fea-
tures a new look which reflects 

the American Planning Association’s 
new branding and graphic standards. 
We are doing our best at “Making 
great communities happen” to rein-
force the APA brand. While the look 
is changing, the quality of our con-

tent is not — the Economic Development Division has 
been selected to receive an award at the APA Annual 
Conference in Las Vegas for excellence in communica-
tions for our newsletter. 
 This is an eclectic issue of the newsletter for sure. 
Bob Lewis has provided an article on “The Evolution of 
Economic Development Planning,” taking us from the 
Declaration of Independence through the post-WWII 
period to the modern era. Our Chair, Rhonda Phillips, 

provides a primer on “Tourism as Economic Develop-
ment,” with a focus on cultural tourism centered on 
the arts, music, and filmmaking. Finally, Kelly Kinahan, 
EDD’s student scholarship awardee for 2008, presents 
her winning paper titled “Leveling the Playing Field: 
Independent Retailers Co-existing with Formula Busi-
nesses in Downtown Commercial Districts,” which 
looks at balancing mom and pop businesses with chains 
and franchises to create truly vital commercial districts. 

 Readers have asked for practical articles relevant to 
the practice of economic development and I am trying 
to provide a little something for everyone comprising 
our diverse membership. If you have an article to con-
tribute or a subject that you want to see covered, just 
drop me a note. 

         — Terry Holzheimer, PhD, AICP
   tholzheimer@arlingtonva.us
   (703) 228-0850

Another busy year ahead for 
EDD! We’re off to a great start, 

with conference planning and our 
upcoming election the main items 
on the agenda. 

     Speaking of the conference, plan 
to join us in Las Vegas — be sure to 
see page 13 in this issue featuring 

details on the workshop and sessions sponsored by the 
EDD at the upcoming conference. The Division leader-
ship has developed a workshop that we call Economic 
Development for Planning Practitioners or Economic 
Development 101. We are also sponsoring sessions on 
Gaming and the City and the Industrial Lands Debate: 
Protect or Re-use? Also look for the Economic Develop-
ment track in the program for a number of other good 
sessions on our favorite topic. And as always, mark your 
calendar for the annual EDD business meeting to be 
held Monday evening of the conference. 

 Regarding elections, we will be holding those later 
this month. If you’ve thought of running for office, we 
have the Secretary-Treasurer and Vice-Chair positions 
open. Look for details on our website soon. 

 It’s hard to believe two years have flown by since I 
assumed the Chair position. It’s been a pleasure working 
with you and I look forward to continuing serving EDD. 
I would also like to thank the leadership team and the 
APA staff for their hard work and support for EDD. As 
always, let us know if you’re interested in working with 
the Division and any ideas you may have for helping us 
serve the economic development planning profession 
even more. 

 All the best,

         — Rhonda Phillips, AICP
   rhonda.phillips@asu.edu

THOUGHTS FROM THE CHAIR IN THIS ISSUE OF NEWS & VIEWS
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(continued next page)

comes its way. All planning processes, whatever the 
focus, always begin with an inventory or research phase 
and cycles to an evaluation or monitoring of outcomes 
phase. Note that the process is continuous and is never 
“over” because change is the only constant! The follow-
ing process is recommended to start a community on its 
way to achieving tourism-based development: 

1. What do we have? 
 Inventory assets (people; organizations; cultural/
heritage, natural, financial, and built resources) and con-
texts (political, economic, social, environmental) of the 
community. This is the research phase and can include 
a variety of sources and tools such as surveys, focus 
groups, asset mapping, etc. 

2. What do we want? 
 At this point, the all important vision as a guide to 
seeing what could happen is crafted by stakeholders 
— those in the community that have an interest in help-
ing achieve a more desirable future. Belief is a powerful 
tool and can inspire a community to achieve remarkable 
outcomes. The vision should  
be bold enough to inspire and realistic enough to attain. 

3. How do we get there?
 This stage is about developing the plan that is a 
guide with specifics for achieving the vision and in-
cludes goal statements and actions. Most importantly, 
it selects the strategies or approaches desired — will a 
program such as Main Street or a theme-based approach 
be used? What trends should be looked at and which 
markets are sought? It also identifies which organiza-
tions or groups of collaborators will tackle the tasks and 
action items. Collaborative efforts typically work best, 
but in some cases it takes a “champion” to start the ef-
forts, and others will join in later. 

4. What have we done, and what do we need to  
do now? 

TOURISM AS ECONOMIC DEVELOPMENT, CONT. FROM P. 1

 Monitoring is critical to see if the above steps are 
working; if not, then adjustments and revisions are 
needed. Because the nature of this process is continuous, 
it provides feedback for refining on-going activities as 
well as starting new initiatives. 

 Numerous types of approaches can be taken to 
develop a tourism-based development program. These 
include heritage/cultural-based approaches, “created” or 
surrealistic approaches, tying in with corporate pres-
ences in communities, natural and recreational focused 
efforts, or using popular culture as a basis. The latter is 
described in the following as an example of one type of 
approach. 

Popular Culture Approaches
 Popular culture runs the gamut from visual arts and 
music to filmmaking. Using these elements as a basis for 
building a tourism-based development strategy is specu-
lative yet very exciting. The entertainment industry 
can play an important role in stimulating development 
outcomes. This approach is not without risks though as 
some communities find the intensity of energy and re-
sources required may be too high to sustain a “popular” 
appeal. Others find it has worked very well. There are 
three major popular culture strategies that have been 
used with success. 

1.  Arts-based 
 Some view the arts as a powerful catalyst for re-
building all aspects of a community, not just the eco-
nomic sphere, in terms of venues to attract tourists. So 
the benefits of this strategy can be far-reaching beyond 
tourism alone. The number and types of tourist venues 
based on art are tremendously diverse. Some communi-
ties use themselves as the palette for the venue, painting 
murals on the walls of their buildings or incorporating 
public art on a major scale into the community — Stue-
benville, Ohio; Toppenish, Washington; and Loveland, 
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TOURISM AS ECONOMIC DEVELOPMENT, CONT. FROM P. 3

Colorado, are such examples. Care 
must be taken with this approach so 
that the commercialization or theming 
aspect does not threaten community 
ambience. In addition to the com-
munity as a visual arts palette, others 
attract artists to live and display their 
work, often in arts districts including 
converted warehouses or other obso-
lete industrial facilities. This strategy is 
not limited to only large urban areas. 
Small communities, such as Bellows 
Falls, Vermont (population 3,700), 
have used its downtown structures to 
develop artist live-work space, attract-
ing visitors to the galleries for shows 
and to shop. The following consid-
erations are offered to communities 
interested in pursuing an arts-based 
strategy:

•    General support for the Arts. 
Citizens and local government officials 
need to recognize that a healthy arts presence is a vital part 
of community infrastructure and is important in terms 
of community development. Participation approaches in 

community decision-making should be 
used to further build support.

•    Seek out untapped resources. Local 
governments may have more resources 
than direct funding that can be used to 
support arts-based businesses and other 
activities which in turn attract visitors 
to the community. Examples include 
rent-free facilities from a variety of 
sources such as school classrooms and 
auditoriums, commercial warehouses, 
conference centers, or vacant retail 
spaces.

•    Integrate the support of arts with 
community development benefits. 
Whenever possible, the community 
should strive to link benefits with arts-
based activities. For example, artisans 
could participate in programs such as 
placing their art in public venues.

• Maximize resources through community sharing. 
The centralization of facilities and resources is a signifi-

Toppenish, Washington, the home 
of the Yakama Indian Nation, is a 
town of 7500 in a remote location. 
Building on its old West heritage, the 
town is covered with murals and 
draws over 30,000 tourists per year. 

(continued next page)

http://www.gisplanning.com
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(continued on page 7)

cant factor in the success of arts-based 
programs. A centralized facility, such as a 
production studio, gallery, office or retail 
space, can be used by numerous groups 
to provide cost savings.

• Adopt a flexible approach to arts 
support. All artists are different and 
need different kinds of support and as-
sistance. Business management assistance 
to arts entrepreneurs is usually a critical 
need in communities. 

Building an arts-based development 
strategy will result in increased tourism, 
particularly for shopping in galleries and 
visiting during special venues such as 
public art exhibits. 

2. Music
 Music has long been used as a basis for attracting 
tourists. One only has to look as far as Nashville or New 
Orleans to see the widespread impact that music and 
related activities can have on an area. Branson, Missouri, 
is often cited as an example of how entertainment and 

particularly the music side of the business can be used 
as a basis for building a tourist dependent economy. One 
strategy that seems to work particularly well is when eth-
nic or heritage music is coupled with a tourism develop-
ment strategy. Mountain View, Arkansas, with a popula-
tion less than 3,000, found that its remote location in the 
Ozark Mountains has not prohibited it from becoming 
a tourist destination because of its music heritage. The 

A park becomes an arts venue when music is added.

TOURISM AS ECONOMIC DEVELOPMENT, CONT. FROM P. 4

http://www.gisplanning.com
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TOURISM AS ECONOMIC DEVELOPMENT, CONT. FROM P. 5

April 7-8, 2008
Developing and Investing Green: Creating Value 
through Sustainability
Urban Land Institute
Charlotte, NC
http://www.uli.org/AM/Template.cfm?Section=Hom
e&CONTENTID=116209&TEMPLATE=/CM/Con-
tentDisplay.cfm 

April 13-15, 2008
Federal Economic Development Forum
International Council of Shopping Centers
Alexandria, VA
http://www.iedconline.org/FederalForum/index.html

April 27-May 1, 2008
APA’s 2008 National Planning Conference
American Planning Assoication
Las Vegas, NV
http://www.planning.org/2008confernece 

May 5-7, 2008
12th National Brownfields Conference 2008 
Detroit, MI
http://www.brownfields2008.org/en/index.aspx 

May 18-21, 2008
The Global Retail Real Estate Convention
International Council of Shopping Centers
Las Vegas, NV
http://www.icsc.org/2008SC/home.php

June 8-10, 2008
Building Cutting-Edge Public-Private Partnerships
International Economic Development Council
Charlotte, NC
http://www.iedconline.org/PPPConference/index.html

June 12-13, 2008
Developing Master-Planned Communities
Urban Land Institute
Washington, DC
http://tinyurl.com/3ytmnh

Calendar of Upcoming Events

“Folk Music Capital,” Mountain View holds the Arkansas 
Folk Festival as well as offering other venues and special 
events. Eunice, Louisiana, is now known as the “Prairie 
Cajun Capital” because of its Zydeco and Cajun music 
heritage that is kept alive and well with special venues 
and a regular television and radio show, the Rendez-Vous 
Des Cajuns — the Cajun version of the Grand Ole Opry. 
Eunice attracts many visitors to its town and to its reno-
vated Liberty Theater as a spectacular venue for music 
offerings. Its visitors are not limited to the region — the 
British Broadcasting Company has visited several times to 
film the shows which has prompted many British visitors 
to journey over to see the live performances. 

3. Filmmaking 
While filmmaking and television production can be an 
attractive strategy for economic development outcomes, 
it can have mixed results as a tourism venue. Typically 
after filming, the community attracts tourists for a 
period of time to see the venues. However, the attrac-
tion can fade after time if the community does not offer 
complementary venues. Winterset, Iowa, the location of 
the film Madison County, experienced a great influx of 
tourists for several years after the film was shot. While 
the initial crowds have gone, the community has incor-
porated several other venues to attract tourists over the 

long term such as the Covered Bridges Festival since the 
county is home to six remaining bridges. If a community 
can continue to attract periodic filming activities, then 
the tourist interest stays steadier. 

Closing
 Tourism-based development represents an excel-
lent opportunity for communities to capture benefits 
of one of the largest and fastest growing industries 
in the world. Identifying, designing, and implement-
ing a tourism-based development process is complex, 
multifaceted, and requires a large measure of energy, 
resources, and commitment. It necessitates that commu-
nities go beyond marketing efforts to consider all facets 
— from planning and project and program management 
to gauging outcomes and adjusting strategies as needs 
and desires change through time. The stakes are high 
because tourism-based development has the potential 
to dramatically change a community in many ways and 
aspects. These changes can be positive and, with the cor-
rect approach and well designed strategies, the results 
can be tremendously beneficial. 

Excerpted with permission from the Community
Development Handbook, Community Development 
Council, 2006.
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American Planning Association’s

www.planning.org/nationalconference

BIG
       IDEAS

UN Undersecretary General and UN-HABITAT Executive Director Anna Tibaijuka, ESRI 
President Jack Dangermond, and New Yorker architecture critic Paul Goldberger will 
share big ideas in three keynote addresses.

10 conf ad 04.08.indd   1 3/7/08   9:50:00 AM

http://www.planning.org/nationalconference
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Our Advertisers…
Thank you to the following companies for their 
advertising support of News & Views:
  Page
Anderson Economic Group .............................. 16 
 (517) 333-6984 • andersoneconomicgroup.com

Bay Area Economics ......................................... 17 
 (510) 547-9380 • bayareaeconomics.com

Development Strategies ...................................... 9 
 (314) 421-2800 • development-strategies.com

Economic & Planning Systems, Inc. .................. 17 
 (510) 841-9190 • epsys.com

Economics Research Associates .......................... 9 
 (202) 496-9870 • econres.com

ESRI .................................................................... 6 
 (888) 603-3207 • esri.com/econdev

GIS Planning ................................................... 4,5 
 (415) 294-4771 • gisplanning.com

Progressive Urban Management Associates. ..... 16 
 (303) 628-5554 • pumaworldhq.com

Readers: Please call upon our advertisers to learn 
more about their products and services. Visit their 
websites. Tell your colleagues about them. Drop 
their names in Vegas — whatever it takes to get 
the word out about these great supporters of the 
Economic Development Division of APA!

If you have relationships with vendors that you 
don’t see advertising in News & Views, please let us 
know about them so we can call upon them. Send 
contact information to our advertising manager,  
Jeff Mills, at jmills@appleisp.net.

Prospective Advertisers: We’d like to include 
YOUR marketing message in the next issue 
of News & Views. Please contact Jeff Mills at 
jmills@appleisp.net or (860) 742-7234 for more 
information on rates, size options and deadlines.

We invite you to learn more about the Economic 
Development Division of APA at our website: 
www.planning.org/economic.

Development Economics

Revitalization Strategies

Project and Policy 
Impact Analysis

Real Estate 
Feasibility Analysis

www.econres.com Economics Research
Associates

Los Angeles
310.477.9585

Washington, DC
202.496.9870

San Francisco
415.956.8152

New York
212.481.6920

Chicago
312.427.3855

San Diego
619.237.1227

London
44.20.7845.9800

http://www.econres.com
http://www.development-strategies.com
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Planning is a relatively new concept in economic 
development. While business attraction and in-
dustrial park construction have long been staples 

of the discipline, it is relatively recently that emphasis 
has shifted toward planning to support more compre-
hensive action.
 Much of what passes for economic development 
planning is still often more reactive than proactive. 
Reactive planning typically results from a sudden an-
nouncement of a plant closing or the shock of a natural 
disaster. But proactive planning better prepares commu-
nities for those times when reaction is necessary. Com-
munities that are aware of weakening companies, for 
instance, will be better prepared to intervene on behalf 
of that company and/or to assist its employees with 
transitions to new jobs.
 Some economic development planning focuses on 
individual projects that, from a public sector point of 
view, play to the existing tax structure while ignoring 
economic diversification. Individually, these may im-
prove the current fiscal base, but they may not ad-
equately diversify the overall tax base against business 
cycles. Moreover, economic development planning is 
often geographically myopic, emphasizing the presumed 
benefit for a single city or county without consideration 
of regional, national, or global forces that affect and are 
affected by local economies.

Defining Economic Development
 Today’s generally accepted definition of economic 
development revolves around “wealth creation and sus-
tainability,” a theme that was not necessarily appropriate 

The Evolution of  
Economic Development Planning
by Robert M. Lewis, AICP, CEcD, Principal, Development Strategies

for earlier times. The modern era of economic develop-
ment started with the post World War II period. But its 
foundation goes back much further to the formation of 
cities. The creation of human settlements, eventually 
to become cities and regions, can be equated with the 
need to promote, nurture, and expand economic devel-
opment—even if such purposes were not stated quite 
so overtly. In effect, the whole became greater than the 
sum of the parts when specialized labor, pooled human 
and financial resources, and common defense enabled 
civilizations to advance their material well-being. The 
entrepreneurial spirit also thrives best when there are 
diverse ideas being shared within stable societies, and 
when humans have the time and relative leisure to envi-
sion and pursue additional wealth. The organization of 
cities provided this context by removing people from 
subsistence living.
 Even the U.S. Declaration of Independence is a 
statement in support of economic development. “Life, 
Liberty, and the Pursuit of Happiness” became the 
fundamentals of a national philosophy to nurture an 
entrepreneurial and wealth enhancing climate. The fed-
eral and state governments went even further, of course, 
by chartering and financing major transportation sys-
tems such as canals, shipping ports, national roads, and 
railroads in order to encourage commerce, many times 
imposing the Constitutional eminent domain provision 
to justify transportation corridors “for public use.” 

The Cornerstones of Economic Development
 Such practices continue. Most transportation corri-
dors are built, financed, authorized, operated, regulated, 

George Harvey: Pittsford on the Erie Canal, 1837. Courtesy: Memorial Art Gallery of the University of Rochester.
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(continued next page)

and/or subsidized by government. Few can dispute that 
transportation networks promote economic develop-
ment. All roads leading to Rome was purposeful for the 
empire’s economic expansion, not just waging war or 
keeping the peace. Economic growth promoted mate-
rial wealth of the citizenry, thereby also minimizing the 
chances for revolution. In modern times, the U.S. has 
a great and diverse economy in no small part because 
of its intricate and expansive transportation networks, 
which are usually provided at public expense for the 
private good.
 It is those networks, in fact, that lay the corner-
stones for economic development as both a profession 
and, eventually, a public responsibility which compels 
planning. Canal building, for example, required great 
financial investment that could be repaid at least partly 
by charging fees for use of the canal. Thus, it was neces-
sary to find users willing to pay the fees. 
 Those users agreed to do so because they could 
make a profit utilizing the canal. This led to manufac-
turing plants, mills, shipbuilders, and haulers locating 
adjacent to the canals in what we would today call com-
merce parks. Communities actively sought such users in 
order to create jobs, exploit the transportation system, 
and generate tax revenues. Private owners of canals pur-
sued economic development from a profit motivation 
and to pay debts. Public-private partnerships were thus 
cultivated from a common need for economic development.
 Railroads and electric utility companies followed 
suit by becoming aggressive economic developers in or-
der to make a profit selling their services. The resulting 
real estate assets provided prosperity to the owners and 
created places of employment for workers who, in turn, 
were paid for their services, usually earning more than 
they could as subsistence farmers or cottage businesses.

Post World War II Evolution
 The United States enjoyed world economic suprem-
acy into the 1970s. When things are going well, howev-
er, societies frequently fail to plan ahead and, therefore, 
fail to anticipate changes in the competition.
 The U.S. failed to plan for the economic “shocks” 
of the energy crisis in the 1970s and the auto industry 
recession in the early 1980s. The two are related be-
cause America’s aging industrial plants — led by the 
massive auto industry and its multiplier effects — could 
not adapt quickly to compete with energy-efficient cars 
produced by relatively new plants in Japan, Germany, 
and elsewhere. U.S. companies simply did not anticipate 
(plan for) such challenges and failed to adopt the new 
and more competitive technologies and processes that 

other nations had embraced when forced to rebuild 
after World War II.
 While post-war prosperity was generally prevalent 
for the U.S. as a whole, it was not equally shared by 
every community and state. Many southern and Appa-
lachian communities had suffered economically since at 
least the Civil War and were not as prepared to con-
tribute to the World War II effort as were other places. 
Much of the South in the late 1940s, therefore, re-
mained economically disadvantaged compared to places 
like St. Louis, Chicago, New York, Cleveland, and other 
industrial capitals that prospered with strong manufac-
turing sectors, diverse and well-funded financial services, 
expanding higher education institutions, and all their 
multiplier effects. 

The Modern Era
 Southern states, therefore, initiated the modern era 
of economic development by planning how to exploit 
the few strengths they had. These strengths, not sur-
prisingly, tended to be their relatively mild weather 
(though summer heat was a problem until air condition-
ing became widespread in the 1960s), low cost labor, 
abundant land, and low taxes. The mantra of economic 
development became business attraction, i.e., luring 
firms from other locales. 
 A great migration of manufacturing facilities en-
sued, especially as northern firms tired of labor strife 
and aging plants. The South offered lower cost, non-
union labor along with newer facilities. Planning for 
economic development growth “from within” was rarely 
considered by southern communities, but that mattered 
little because an acceptable degree of success could be 
achieved by capturing someone else’s companies.

The former General Motors plant in north St. Louis was 
converted to the successful, multi-use “Union-70” industrial 
park in the 1980s and 1990s after the auto industry suffered a 
major recession.

EVOLUTION, CONT. FROM P. 10
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 Pressure mounted in other parts of the country to 
counter the migration. The race was on to “steal” firms 
from elsewhere in order to backfill when companies 
relocated. Too many cities and states, therefore, treated 
economic development as a zero-sum game, failing to 
nurture internal growth adequately or to support their 
existing businesses equitably.
 The zero-sum outcomes attracted the attention of 
government agencies, especially federal agencies charged 
with overseeing and assisting in national and local eco-
nomic development. Money from the U.S. government 
was increasingly available to support local economic 
development, but this money also provided leverage 
that the feds could (and do) impose on local entities to 
ensure investments are part of a larger plan. Examples 

EVOLUTION, CONT. FROM P. 11

of this include the requirements of the U.S. Department 
of Defense for economic adjustment following base 
closures that insist on community-wide plans. The U.S. 
Department of Housing & Urban Development requires 
Comprehensive Economic Development Strategies, or 
CEDS, to encourage communities to adopt economic 
development plans. These CEDS, in turn, open routes of 
easier access to federal funds. 

The Rise of Regional Planning
 Perhaps the most important element in the evolu-
tion of economic development planning has been the 
growth in cooperative decision making on opportuni-
ties or threats affecting an entire metropolitan area. 
The dramatic drop in the economic leadership in older 
industrial regions during the 1970s caught many regions 
off guard, especially when economic decline affected 
more than just central cities. All parts of a region suf-
fered because the labor force lives all over the region. 
The recession of the early 1980s opened eyes about this 
collective problem. Defense cutbacks combined with 
the national recession of the early 1990s further united 
regional economic developers in many places that were 
not experiencing the growth of Sunbelt states. 
 As a result, many places that had not planned for 
economic development in the past are now strong ad-
vocates of regional economic development. Networks of 
professionals from every corner of a metropolitan area 
now promote economic development on a day-to-day 
basis. By communicating regularly and pursuing com-
mon interests through planning, networks are proving to 
be powerful tools for achieving economic diversification 
and growth.

Consensus Through Planning
 Economic development has been going on for 
millennia. It has evolved as a central theme of public-
private partnerships to ensure the competitive leader-
ship of communities and nations. But collective action 
requires planning. Economic development has learned 
much from urban planners over the last few decades, 
including the patience required to reach consensus 
through planning. Planning, in turn, gives greater pur-
pose to economic developers and opens many valuable 
lines of communication and financing. Economic devel-
opment continues to become a more relevant profession 
as it adopts key planning principles into its process. 

Robert Lewis is Principal and President of Development 
Strategies, 10 South Broadway, St. Louis, Missouri 63102; 
(314) 421-2800; blewis@development-strategies.com.

This 1999 publication from the U.S. Department of Commerce 
has as its main purposes to increase the benefits of the regional 
planning process and to enhance economic development 
capacity at the local level.
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The EDD is sponsoring a full-day workshop and two conference 
sessions in Las Vegas. Division members are encouraged to attend
these as well as the EDD reception and Annual Business meeting.
Please introduce yourself to the Division leadership when you
attend the conference – we always want to get to know our 
members better. AICP members, be sure to earn your CM credits
by attending one or all of these sessions.

S001 Sunday, April 27th, 9:00 AM – 5:00 PM 
CM | 7.00
Acquire new strategies for economic development in this session,
which focuses on understanding the economy and the tools and
strategies of economic development. Gain an understanding of the
competitive position of your local economy as well as elements
such as workforce development, recruitment, and retention. Learn
how to answer common questions and to integrate economic analysis
into comprehensive planning. Sponsor: American Institute of
Certified Planners and Economic Development Division. 

S490 Tuesday, April 29th, 11:00 AM – 12:15 PM 
CM | 1.25
View the role of gaming in Las Vegas and other cities from a planner’s
perspective and consider the questions: What are the economic,
cultural, and social impacts of casino gambling? What techniques—
zoning provisions, urban design regulations, sign controls—do 
planners in casino locales find most useful? 

• Mark Dvorchak, Principal, Economics Research Associates
• Tom Davis, AICP, Chief Planning & Development Officer, Agua Caliente 

S563 Tuesday, April 29th, 4:30 PM – 5:45 PM 
CM | 1.25
In cities where the land is scarce, commercial developers are eager
to use lower cost industrial lands for residential and commercial
uses. Some economic developers say this could threaten a city’s
economic health. Others say that urban economies can grow with
less industrial land. How can planners reconcile these opinions? 

• William Anderson, FAICP, Executive Director of City Planning & Development
City of San Diego

• James Palma, AICP, Project Planner, Wilson Miller
• Stephen Haase, AICP, Vice-President Development, Sudberry Properties
• John Rahaim, AICP, Planning Director, City of San Francisco

Monday, April 28th, 5:30 PM – 7:00 PM

Economic
Development
for Planning
Practitioners

Gaming and
the City

Industrial
Lands Debate:
Protect or
Reuse?

Economic
Development
Member
Reception
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Most commercial districts would like one of these, but maybe not four or five.

The suburban growth that dominated the Ameri-
can landscape during the post World War II era 
through the recent past drained the life out of 

traditional commercial corridors across the nation. The 
proliferation of road networks, availability of inexpen-
sive land, and cheap gas created the perfect storm, al-
lowing large numbers of people to live in one place and 
work in another.1 Low densities associated with subur-
ban development patterns also dramatically 
changed the retail environment. Retailers 
no longer needed to choose a downtown 
location in order to be near a large num-
ber of consumers; they simply positioned 
themselves along the ever-expanding road 
networks and let the automobile-oriented 
customer drive to them.2 
 In an effort to being reversing this 
trend, the National Trust for Historic 
Preservation created the National Main 
Street Center in 1980 with the mission of 
revitalizing the downtown areas of small 
towns across the country by restoring 
economic vitality to neighborhood busi-
ness districts.3 Locally owned businesses, or 
mom-and-pops as they are often referred 
to, have long been a ubiquitous feature on 
Main Streets. As revitalization efforts have 
enlivened many once defunct commercial 
districts, and as outlying suburban markets have become 
saturated, national chain retailers are taking advantage 
of this resurgence along Main Street by locating their 
stores in traditional downtown settings.

Advantages of Formula Businesses in 
Traditional Commercial Districts
 Having a formula business (a chain or franchise) 
located within a traditional commercial district can 
be viewed as stamp of approval, indicating a level of 

stability and success for the district. The presence of this 
brand name will send a positive signal to other busi-
nesses and help to attract both independents and other 
formula-type businesses to downtown. For example, in 
Englewood, New Jersey, aggressive recruitment of mid- 
and upscale chains has resulted in increased interest 
from independent businesses because of the existence of 
a known quantity and proven traffic generator.4 

 With a proven business model, chains, franchises, 
and other formula businesses have higher success rates 
than independent businesses, which can sometimes be 
no more than a retiree’s hobby. Along with this proven 
business formula, the name-brand association of chains 
and franchises will bring an established loyal customer 
base to downtown. People are often unwilling to try 
something new, especially when they are familiar and 
comfortable with the consistency, quality, and price 
of a brand name. While these customers may only be 

Leveling the Playing Field:  
Independent Retailers Co-existing  
With Formula Businesses in  
Downtown Commercial Districts
by Kelly Kinahan, Virginia Commonwealth University
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The Java Shack must compete through better customer service and loyalty.

initially attracted to downtown because of one busi-
ness they are loyal to, they will be exposed to the other 
shops, services, and overall character of the downtown 
because of their brand loyalty. In addition, the standard 
practices associated with chains’ and franchises’ proven 
business formula, such as extended hours or building 
maintenance, can have a positive affect on surrounding 
businesses. 
 Formula businesses likely have 
greater financial resources than in-
dependent businesses, which can be 
beneficial in a variety of ways includ-
ing research, advertising, and site plan 
improvements. Chains consistently 
study existing and emerging mar-
kets, and can help to attract new and 
untapped markets to downtown. The 
financial resources of national retail-
ers can be vital to capital-intensive 
projects common in downtowns 
such as rehabilitating historic build-
ings. While many formula businesses 
do have design criteria that may be 
infeasible for traditional commercial 
districts (large lot size, deep set back, 
minimum parking requirements), 
others, such as Subway, are less 
restrictive with their requirements, 
allowing these franchises to more eas-
ily locate in traditional commercial 
districts.5 Another attractive feature of formula busi-
nesses, along the same lines as their financial resources, 
is the willingness among banks and property owners to 
either loan them money, or rent their property to them, 
as opposed to independent  
businesses.

Disadvantages Associated with Formula  
Businesses in Traditional Commercial Districts
 While local independent businesses can co-exist 
with formula businesses and learn from their success-
ful business practices, the financial resources discussed 
above, including teams of marketing and advertising 
experts, lower overhead costs, and strong buying power, 
can just as easily cause a local business to shut its doors.6 
 Formula businesses are ubiquitous and therefore 
detract from the unique character and sense of place 
of downtowns. Especially for Main Street communi-
ties, the idea of a non-profit Main Street organization 
devoting time and effort to recruiting and marketing 
for enormous national and multi-national corporations 

seems wildly absurd, and harkens back to the fears and 
concerns at the root of the Main Street movement.7 
Although franchises are often seen as a type of middle 
ground because of their local ownership, they do noth-
ing in the way of supporting the unique character of 
a community. Many local business districts find them-
selves filling the niche of higher-end, specialty-oriented 

goods and services, freeing them from attempting to 
compete with big-box discount stores. These specialty 
aspects of a business district, such as unique product 
selection, become more generalized and homogenized 
with the presence of formula businesses. Furthermore, 
for some communities, unique independent businesses 
are the downtown’s sole identity and an especially im-
portant strategy for attracting tourists hoping to experi-
ence genuine local flavor.8

 The most significant disadvantage of formula busi-
nesses in traditional commercial districts is the lack of 
recirculation of profits from these businesses within the 
local economy. In 2004, the Andersonville neighbor-
hood in Chicago conducted an in-depth analysis of ten 
locally owned businesses versus ten chain stores in the 
same industries to determine the exact impact each 
type of store made on the local economy. Some of the 
most compelling results from this study include9:
• For every $100 spent at a locally owned business, 

$73 stays within Chicago’s economy.
(continued next page)
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• For every $100 spent at a chain business, $43 stays 
within Chicago’s economy.

• Locally owned businesses and chains bring in rough-
ly the same amount of revenue per square foot.

• Locally owned businesses keep 70 percent more 
dollars within the city’s economy for every square 
foot occupied, as compared to chain businesses.

Attracting Formula Businesses
 In June 2001, The National Trust for Historic Pres-
ervation organized a Corporate Responsibility Work-
shop, bringing together executives of national retail-
ers and non-profit organizations. The purpose of this 
workshop was to start a discussion on the best practices 
involved in attracting national chains to downtowns 
and Main Streets and highlighting how suburban-style 
building designs and site plans are incompatible with 
commercial district revitalization efforts. For localities 
looking to attract national chain businesses, three impor-
tant points emerged from this discussion.

1. The most critical data a national retailer needs to 
understand when deciding to locate in a particular 
commercial district is the number of potential cus-
tomers. Beyond merely collecting and analyzing this 
data, localities should take care to explain foot and 
vehicular traffic patterns within downtowns.

2. As suggested by a workshop participant, include 
fast-food restaurants as part of larger redevelop-
ment projects, allowing developers to finance design 
regulations or building rehabilitation. Because of 
high build-out costs, fast-food restaurants often have 
little left in their budgets for rehabilitating historic 
structures or conforming to design guidelines, thus 
making downtown locations more difficult than 
constructing a free-standing building.10 

3. Even though incompatible design issues are often 
linked with suburban style building types for which 

LEVELING THE PLAYING FIELD, CONT. FROM P. 15

national retailers are well known, formula businesses 
cannot be singled out to comply with certain design 
standards. These guidelines must be enforced upon 
the commercial district as a whole, chain or local 
business notwithstanding.

 Along with understanding the number of potential 
customers within a district, conducting a comprehensive 
market analysis is another important tool for localities 
wanting to attract formula businesses. National retail-
ers will expect the basic information obtained through 
a market analysis, including demographic information, 
knowledge of trade areas, amount of current square 
footage and supportable square footage. Although 
many localities may not have the resources to perform 
a market analysis, the study will provide vital informa-
tion beyond just attracting national retailers. Localities 
should consider hiring a consultant to perform this task, 
or a less expensive option, contacting a local college 
or university, and utilizing students to accomplish this 
analysis. A market analysis involving local knowledge 
and expertise will produce a more useful business 

This formula business has renovated a defunct bank building.

http://www.andersoneconomicgroup.com
http://www.pumaworldhq.com
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recruitment tool than those created by outside data ser-
vices. “The market analysis should lead naturally to one 
(or several) clearly articulated economic restructuring, 
or economic development, strategies.”11 With the results 
of the market analysis, a municipality should then iden-
tify which formula businesses would work best within 
the existing environment downtown. Possible matches 
should be researched through annual reports, web sites, 
existing locations (downtown particularly), site plan 
requirements, and primary competitors.12 
 Shopper-intercept surveys can also be used to 
supplement information from the market analysis, 
specifically in relation to potential buying power within 
the area. These surveys also provide a clear picture of 
current shopping patterns, and gauge the views of shop-
pers during their point of contact with the commercial 
district. Depending on the types of questions asked, 
intercept surveys also provide valuable information such 
as identifying competing retail nodes and whether most 
shoppers to the district are locals or tourists.
 In more general terms, localities should focus on in-
creasing residential density downtown and in surround-
ing neighborhoods to achieve a critical mass of people 
for all downtown activities. As previously stated, the 
number of potential customers is vitally important for 
formula businesses. This is clearly more of a long-term 
goal, as it may take changes to zoning and public-private 
partnerships, but one that cannot be overlooked. 
 Trade associations are another resource for attract-
ing chain businesses to a downtown location. The Inter-
national Council of Shopping Centers has developed an 
Alliance Program, which provides an organized forum 
for smaller entities, such as Main Street organizations or 
local economic development departments, to meet with 
national retailers, developers, and brokers. Other trade 
associations useful for attracting formula businesses 
include The International Franchise Association and The 
National Congress for Community Economic Develop-
ment, especially for urban commercial corridors.13

Deterring Formula Businesses
 In order to effectively prevent formula businesses 
from locating in traditional commercial districts, locali-
ties must be proactive and have the necessary tools in 
place before these businesses begin the development 
process. The process for new development should be a 
cooperative effort within the local government, allow-
ing all departments and interested parties to be well 
apprised of new developments, rezonings, or possible 
demolitions. There are a variety of tools and ordinances 
that can be used to restrict or discourage formula busi-
nesses from commercial districts including promoting 
local merchants, requiring environmental and economic 
impact assessments, educating citizens about the ben-
efits of locally owned businesses, and formula business 
ordinances.
 Just as a market analysis is necessary to recruit 
formula businesses, the same concepts can be utilized to 
recruit local, independent businesses that meet mar-
ket needs. Market analysis results can also be used to 
strengthen existing local merchants who do not have 
the time or resources to fully understand the market in 
which they operate. 
 Providing incentives in the form of tax abatements 
and prime site locations for multinational corporations 
has become commonplace for most local governments. 
By providing similar incentives on a smaller scale, locali-
ties can assist local businesses and sustain a downtown 
free of formula business. Many of the ordinances and 
proposed legislation that currently exists act as more of 
a disincentive for big-box retailers, imposing taxes for 
retail outside of downtown, rather than specific incen-
tives for locally owned businesses.14 Focusing tax- incre-
ment financing funds to help local business start-ups 
is one way to offset the high costs associated with this 
process and foster a commercial district with locally 
owned businesses.15

(continued next page)
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Welcome to Our New Members…

 One of the latest tools being utilized by states is the 
requirement of economic, environmental or community 
impact assessments for large-scale retail development 
projects. In June 2007, Maine became the first state to 
“approve a bill requiring its cities and towns to evalu-
ate economic effects of large-scale retail development 
and approve only those projects that will not have an 
adverse impact on jobs, local businesses, and municipal 
finances.”16 While these types of impact studies have 
been focused on larger chain stores not often located 
directly in downtowns, limiting these types of formula 
businesses can help to positively affect local indepen-
dent retailers by leveling the playing field and indirectly 
promoting locally owned businesses. Impact studies are 
also important tools for informing the public about the 
benefits of locally owned businesses to a community.17 
 Formula business ordinances are becoming a popu-
lar tool to curb the widespread expansion of chains, 
franchises, and similar types of businesses. Some ordi-
nances focus specifically on retail formula businesses, 
others only on restaurant formula businesses. Another 
variation of these ordinances is not banning these busi-
ness models all together, but limiting their number. 
While many localities have adopted these ordinances 
throughout the municipality, others have focused them 
on historic downtowns, or specific neighborhood com-
mercial districts. These ordinances provide a tool for 
communities to at least control where these businesses 
locate.18 Two examples of these ordinances can be found 
in Coronoda, California and Port Townsend, Washing-

ton. Coronoda has two ordinances, the Formula Res-
taurant Ordinance and the Formula Retail Ordinance, 
limiting the number of these businesses allowed in the 
city’s downtown. Each ordinance requires the formula 
business to obtain a special use permit and comply with 
specified design standards.19

 In October 2005, Port Townsend, Washington 
permanently adopted an ordinance limiting formula 
retail stores and restaurants to a single commercial 
zone, which is located outside Port Townsend historic 
downtown. The ordinance also requires these businesses 
to obtain a conditional use permit and limits size and 
street frontage.20 

The Role of Local Governments
 Particularly within the last ten to fifteen years, many 
communities have created favorable “business cli-
mates” for national and multi-national retailers through 
a variety of incentives including grants, low-interest 
loans, loan guarantees, industrial development bonds, 
tax breaks, zoning preferences, and utility extensions.”21 
While these types of incentives had been commonplace 
economic development practices for some time, studies 
conducted in the 1990s shifted the general consensus 
on economic development incentives from not having a 
great impact on growth and development to being likely 
to result in greater economic growth.22 These incentives, 
coupled with the forces of suburbanization and global-
ization, have created an environment in which operators 
of locally owned business face great challenges.

LEVELING THE PLAYING FIELD, CONT. FROM P. 17
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Boston Market fits well in an older commercial district.

 A number of economic impact studies highlight the 
negative affects big-box and large retail chains, which 
include: increased traffic, increased public assistance to 
employees of these companies, increased municipal ser-
vices (often not balanced out by increased tax revenue 
from the stores), increased poverty levels, job loss and 
declining tax revenue from other retailers forced out of 
business by these large retailers.23 On the other hand, 
Michael Shuman points out five advantages of local 
ownership in his book The Small-Mart Revolution: How 
Local Businesses are Beating the Global Competition, 
which includes: businesses as long-term wealth genera-
tors, fewer destructive exits, high labor and environ-
mental standards, better chances of success, and higher 
economic multipliers.24

 Educating government officials and consumers 
about the benefits of locally owned businesses is one of 
the first steps towards reversing these trends of cater-
ing to big-box and large retail chains. The New Rules 
Project of the Institute for Local Self Reliance empha-
sizes community building by supporting humanly scaled 
politics and economics, with a targeted focus on ex-
panding, developing and protecting locally owned retail 
businesses.25 This resource offers a comprehensive list of 

policy tools that can be used to foster the development 
of local ownership, in the retail sector and beyond. 
 Local government should view downtown business 
districts as single entity, directly connected with the 
well-being of a community by being physically located 
there, owned by people that live there, and employing 
local residents.26 A growing trend offering both edu-
cational and promotional components, are Local First 
Campaigns. These campaigns highlight the cost break-
down between buying locally as opposed to large chain 
retailers, and offer a cohesive marketing link for locally 
owned businesses. 
 An important educational aspect of Local First 
Campaigns is helping consumers define what local is. 
Locally owned businesses come in a variety of shapes 
and sizes, public, private, non-profit, for-profit, coopera-
tives, and franchises. A franchise business may be locally 
owned and operated, yet the parent company retains a 
high degree of control over the business and less money 
is recirculated within the community as compared to a 
locally owned, independent business. Examples of Local 
First Campaigns include, Think Local Portland, a project 
of the Sustainable Business Network of Portland.27 The 

(continued next page)
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District of Columbia’s Think Local First Campaign is 
a collaborative effort between the Latino Economic 
Development Corporation and the local chapter of the 
Business Alliance for Local Living Economies.28 The Buy 
Local First Utah campaign, started in 2005, is producing 
positive results for Utah’s coalition of independent  
businesses.29 

The Role of Local Independent Businesses
 Personal economic relationships with locally owned 
businesses have been eroded. The forces of globalization 
have conditioned consumers to focus on the bottom 
line by choosing low prices at chain retailers. While the 
burden of reversing the negative impacts of big-box and 
large chain retailers many fall to local governments, local 
independent businesses can join together to help their 
own cause in variety of ways. 
 Forming a local business alliance, such as the Austin 
Independent Business Alliance (AIBA), allows mer-
chants to promote the cultural and economic benefits of 
shopping locally.30 The AIBA has a variety of events that 
support the 300+ merchant members of the organiza-
tion. Austin Unchained is a weeklong promotional event 
in mid-November that encourages customers to make as 
many purchases as possible at locally owned businesses. 
A similar event, The Indie Challenge, occurs during the 
first week of July and is sponsored by The American In-
dependent Business Alliance. This event encourages cus-
tomers to collect receipts from locally owned businesses 
during Independents Week and send them to the AIBA, 
with a prize for those tallying the greatest receipts.31 
 The IBIZ program of the Austin Independent Busi-
ness Alliance assists neighborhood business districts 
in becoming Independent Business Investment Zone 
districts. IBIZ districts reflect the unique local culture 
of each neighborhood through the goods and services 
offered.32 In an effort to expand local retail offerings, 
the AIBA has partnered with retail developers to bring 
more independent businesses to neighborhood and 
downtown redevelopment projects, as well as new shop-
ping centers. This program, Connecting and Linking 
Independents with Commercial Developments (CLIC), 
is directly related to the AIBA’s marketing and promo-
tion of local retailers through buy local campaigns. Aus-
tin developers sought out this partnership after market 
research showed residents requesting locally owned 
business over chain stores.33 
 There are a variety of organizations local indepen-
dent retailers can reach out to for individual assistance 
or for help creating a local network of independent 
businesses. The Social Venture Network, serves both 

non-profit and for-profits through transforming business 
practices by leveraging its members’ collective strengths 
of leadership, knowledge and enterprise for a more just 
and sustainable economy.34 The mission of Business Alli-
ance for Local Living Economies (BALLE) is to cata-
lyze, strengthen, and connect local business networks 
dedicated to building strong Local Living Economies.35 
American Independent Business Association (AMIBA) 
is a non-profit organization helping people to start and 
sustain Independent Business Alliances.36 The Eat-
ing Fresh Living Local Initiative connects home cooks, 
professional chefs, restaurateurs, food enthusiasts, and 
consumers to taste, health, and community benefits of 
locally grown and raised foods.”37

Conclusion
 The events associated with suburbanization and glo-
balization created a retail environment in which big-box 
and large-chain retailers have flourished. Local inde-
pendent retailers face a continuous uphill battle, often 
further complicated by government initiatives favoring 
national and multi-national chain retailers. As demon-
strated by this report, each community must evaluate its 
own needs and economic development strategies and be 
aware of the possible harms and benefits associated with 
formula businesses. In working towards leveling the 
playing field between formula businesses and indepen-
dent retailers, communities can enact ordinances against 
the proliferation of big-box and large-chain retailers, and 
coordinate Local First Campaigns. In order to strengthen 
their own case, independent retailers can establish a lo-
cal business alliance, join national coalitions or coopera-
tive, and reach out to organizations whose goals center 
around helping independent businesses prosper. 

Kelly Kinahan is student at Virginia Commonwealth Uni-
versity and is the recipient of the 2008 student scholarship 
presented by the Economic Development Division. Kelly 
will receive her $1,000 award at the APA Conference in 
Las Vegas in April.
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