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 LEARN about cities  Programs
* INNOVATE through — Finance
best practices — Economic Development
- SHARE practices with ~ — Sustainability
networks of city leaders ~ — Community Development
. LEAD by taking action ~ ~ 'hfrastructure
— Immigration

“An Action Tank for Cities”
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Variation and state fiscal structures

City Fiscal Conditions (NLC’s research findings)
Prospects for 2012...and beyond?

Sources of economic development and growth
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o City policy makers operate within a confined decision
environment. The key attributes of this decision environment
collectively mold the “space” within which fiscal policy is addressed.
— Intergovernmental context (state structures)
— Underlying local/regional economic base

— Local legal/regulatory context

— Preferences of citizens for services

— Local political culture (informal rules)

Source: Michael A. Pagano and Christopher W. Hoene, “States and the Fiscal Policy Space of Cities” in Michael Bell, David
Brunori, and Joan Youngman, eds. The Property Tax and Local Autonomy (Cambridge, MA: Lincoln Institute of Land
Policy, 2010).
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Counties 3,034

Municipalities (city, town, village) 19,429
Townships 16,504
School Districts 13,506
Special Purpose Districts (utility, fire, library) 35,052

Source: U.S. Census of Governments, U.S. Department of Commerce, 2007.



City Revenue Reliance by State
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State Aid to Cities, % of General Revenue
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a City authority for schools/education. b City authority for schools/education for Baltimore city-county only.

Mean: 19%  Standard Deviation: 12%



Tax & Expenditure Limits (TELS)

- Non-binding property tax limit
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Figure 1: % of Cities "Better Able/Less Able" to Meet Financial Needs in
FY 2011
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Figure 1A: % of Cities "Better Able/Less Able" to Meet Financial Needs in

FY 2011 by Tax Authority M Less Able  m Better Able
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Figure 2: Year-to-Year Change in General Fund Revenues and Expenditures
(Constant Dollars)
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Figure 3: Year-to-Year Change in General Fund Tax Receipts
(Constant Dollars)
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Figure 6: City Revenue Actions in 2011
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Figure 7: City Spending Cuts in 2009 - 2011
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Figure 8: City Personnel-Related Cuts 2010 & 2011
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Figure 9: State Actions Since FY 2009
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Figure 10: Ending Balances as a Percentage of Expenditures
(General Fund)
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 Real estate markets will continue to struggle through
2012 and 2013;

e Consumer spending, unemployment, and wages will
also be slow to recover;

e [arge state shortfalls will mean more state cuts;

 Pension and health care costs management will
squeeze out other services;

e Personnel cuts will continue in 2012; and,
 Ending balances will continue to decline.
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e Shared services — interlocal agreements —
regionalization and cost-sharing

e Participatory budgeting and citizen engagement to
reset/reevaluate priorities

* Redefinition of “core services”
e Qutsourcing, privatization and “managed competition”
 Improved fiscal management



NATIONAL

LEAGUE [N . Sources of Economic Growth
of CITIES | & INNOVATION

 Talented, competitive, and adaptive workforce (education, skills,
human capital)

 Small business development and entrepreneurship

 Global trade and foreign direct investment
* [mmigrants

e Economic development planning that is coordinated, sustained,
and “fad-free”
— Coordinated up and down the intergovernmental system
— Coordinated regionally, across jurisdictions
— Coordinated across sectors — public, private, nonprofit
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 Recession encourages start ups and entrepreneurs-
multiplier effect on job creation

* Represent 99.7% of all employer firms; 64% of net new jobs
over past 15 years

e Make up 97.3% exporters

 40% of high tech workers; produce 13 times more patents
per employee
e 40% of small businesses started by immigrants
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e Business with less than 500 employees; SBA determines
small business within industry sectors by size and receipts

e Stage-based definitions

. -businesses In same developmental stage experience
similar challenges
. -businesses at each stage have different internal and

external needs
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Startups drive job growth
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Source: Business Dynamics Statistics, Tim Kane
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Job Creation and Loss by Firm Age
(Average per year, by year-group, 1992-2006)
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Getting to knowyour “RESIDENT” companies.
United States 1993-2008
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*Traditional Local Government Policies
— Small Business Development Center (SBDC), one-stop shop
— Marketing (“buy local®)
— Regulatory (permits, licenses, code enforcement)
— Access to capital (Revolving loan funds)
— Partnership-development (access to capital)

*Research: indicates regulatory streamlining and
partnership-developing roles are key.
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e Smokestack-chasing (handouts)

e High-tech parks ("Silicon ?7?7?")

e Clusters

e Development corporations

e "Creative Class" -- soft factors (quality of life, amenities)
e Branding

e Economic gardening (grow your own)

Research: not clear that any of these approaches has produced real
outcomes...suggests not relying too heavily on one approach.
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Blog | CitiesSpeak.org

Twitter | NLCResearch

Facebook | National League of Cities
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Chris Hoene
Director

Center for Research and Innovation

National League of Cities
(202) 626-3172
Hoene@nlc.org



