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In our economic system, the private sector is the basis of
sustainable economic development, while government
has the important role of creating an environment in
which economic development can occur.

Michigan has adopted a robust array of economic de-
velopment tools. While state departments including
the Labor and Economic Growth, Environmental
Quality, Treasury, Transportation, and others, affect
economic development, the Michigan Economic De-
velopment Corporation (MEDC) is especially impor-
tant.  General purpose local governments at all lev-
els are also active in economic development. In
addition to counties and cities, the Michigan Economic
Developers Association includes members who rep-
resent 15 different townships and four villages.  Local
units of government work together in structures that
include municipal planning organizations and coun-
cils of government, which may engage in economic de-
velopment programs.

In some regions, private sector leadership has created
private, non-profit organizations tasked with improving
the business environment and with retaining and attract-
ing business to the region.  These private enterprises are
intended to bring a more entrepreneurial approach to

the role of economic development, and to be less con-
strained by political factors including political bound-
aries.  Especially in regions where local governments
have difficulty cooperating in regional initiatives, the
private sector may be better able to plan and execute
regional strategies.

The economic development entities that operate in
multiple jurisdictions in various areas in Michigan have
different structures, types of members, and roles, but
could serve as the nucleus around which more broadly
representative regional organizations with more com-
prehensive goals could be developed.  Because eco-
nomic development is a complex process that reflects
and responds to a variety of factors, consideration
should be given to insuring that the boards of regional
economic development partnerships include all of the
constituent groups.  Regional, non-profit, public-pri-
vate partnerships that include business leaders,
elected officials, workforce development experts, rep-
resentatives of K-12 and higher education, and foun-
dations could develop regional strategic plans, mar-
shal resources, focus on building regional identity,
develop and market the assets and opportunities of
the region, and continuously refine operations based
on applicable economic indices.

PART 2
THE ORGANIZATIONAL STRUCTURE OF ECONOMIC DEVELOPMENT IN MICHIGAN

Summary

Economic Development Structures

Structured efforts to increase general prosperity are
undertaken by both the public and the private sectors,
and a number of organizational structures have been
developed or appropriated to plan and implement
economic development programs.  This installment
of a four-part report on regional approaches to eco-
nomic development explores the various kinds of eco-
nomic development service delivery systems.

The Neoclassical school of economics teaches that
government intervention, through the action of bu-
reaucracies and regulation, distorts private investment
and prices.  Those who advocate for less (or no) gov-

ernment intervention, more (or exclusive) leadership
by the private sector, and freer and more competitive
markets, believe in the superior ability of the private
sector to most efficiently allocate resources as the
basis for economic development.  The belief that a free
market system is the best way to allocate resources is
based on the mechanism of the marketplace as the
best expression of people’s desires, and of their will-
ingness and ability to pay for what they want.  This im-
plies that the free market is generally the most appro-
priate mechanism for facilitating development.
Therefore, under this assumption, government should
leave to the private sector those activities the private
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sector can carry out effectively.1  Political scientist
David Osterfeld proposes the complete separation of
government and the economy as the most effective
way to promote growth.2  Such advocates believe that
innovation and initiative are more likely to come from
the private sector and that the entrepreneur should
be unfettered in managing the efficient allocation of
resources within a free market, using profit and loss to
correct decisions.

A different position is expressed by the federal Eco-
nomic Development Administration: “By using its re-
sources and powers to reduce the risks and costs which
could prohibit investment, the public sector often has
been responsible for setting the stage for employ-
ment-generating investment by the private sector.”3

(While federal government responsibilities in areas
including, but not limited to, trade policy, environmen-

tal standards, health care, fiscal and monetary policy
are critical to economic development, they are not
part of this analysis.)  State and local governments
clearly influence economic development through tax
and regulatory policy, public education, investment in
public infrastructure, and a variety of public structures
and programs designed to promote economic devel-
opment.  Regardless of any ideological argument
against government involvement in economic devel-
opment, in the real world, localities, states, and na-
tions compete for economic activity using all of the
tools at their disposal. A critical issue is therefore the
appropriate, relative, and interrelated roles of govern-
ment, non-profits, and the for-profit sector, each of
which has its own power base, roles, responsibilities,
values, skills, and organizational resources, in promot-
ing economic development.

Public Sector Involvement

In our economic system, the private sector is the basis
of sustainable economic development, while govern-
ment has an important and inescapable role in creat-
ing an environment in which economic development
can occur and a keen competitive interest in affecting
where it occurs.

Whether directed to supporting mature industries or
attracting start-ups, most state, regional, and local
approaches to economic development focus on im-
proving one or more of the previously mentioned fac-
tors of production:  land, labor, capital, or that critical
fourth factor, which has been defined as technology,
knowledge, entrepreneurship, or innovation.  In each
of these, the most and least effective public and pri-
vate roles can be debated, but there are important eco-
nomic development issues affecting each of the fac-
tors of productive capacity that are solely under
governmental control.  These factors can create a busi-
ness friendly environment that supports microenter-
prises, small and medium sized businesses, large-scale
national enterprises, and huge multinational firms, or
that favors one or more kinds of business at the ex-
pense of others. Leaving aside the important issue of
whether government should subsidize individual busi-
nesses, it is clear that state and local government play
a crucial role in establishing the business climate

through provision of public goods like police protec-
tion and public infrastructure, the enforcement of laws
and regulations, and the provision of incentives.  While
tax policy gets most of the attention, government ser-
vices and regulations play a crucial role in economic
development.  Following are some of the specific ar-
eas in which government affects the business environ-
ment:

• Land—zoning; protection of property rights; use of
eminent domain; remediation standards; building
regulations and permits; property taxes and abate-
ments; infrastructure investments including roads,
water and sewers.

• Labor—publicly funded education and workforce
development; minimum wage laws; payroll and
personal income taxes; unemployment benefits;
workers compensation; right to work laws; mea-
sures to insure an adequate supply of affordable
housing; pension system guarantees; health care
structures and programs; incentives for personal
savings accounts; worker safety regulations.

• Capital—tax incentives; tax increment financing;
grants for worker training, research and develop-
ment, façade improvements, and other needs; busi-
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ness tax rates and structure; business fees and regu-
lations; loans and loan guarantees; bankruptcy rules.

• Technology/Knowledge/Entrepreneurship/Innova-
tion—public support for K-12, community colleges,
and universities; patent protection; contract en-
forcement; tax policy; regulations and permits; laws
and funding pertaining to specific kinds of research.

Government actions to insure stability and security,
and decisions on issues including tax policy, regula-
tion, infrastructure, education, welfare, and health care
are crucial to the business climate, and therefore to
economic development.  Poor infrastructure, burden-
some regulations, contract enforcement difficulties,
prohibitions on politically sensitive research, crime and
corruption can stifle private investment.  For a variety
of reasons—fiscal, political, cultural—governmental
units vary in their responsiveness to business needs
and influence.  It can be argued, however, that govern-
ment would naturally be more responsive to mature
industries with many employees and well developed
lobbying practices, than to small, new, innovative busi-
nesses.  In addition, local conditions differ.  For ex-
ample, while most communities do not own large
amounts of surplus property, Detroit, Wayne County,
and Genesee County are significant land owners as a
result of high rates of property tax foreclosures and
are therefore key players in efforts to assemble land
for redevelopment.

The traditional goals of public sector economic de-
velopment have been to increase the tax base and to
eliminate blight, poverty, and unemployment.  Increas-
ingly, the way the public sector seeks to achieve these
goals is through enhancing the innovation platform
and encouraging entrepreneurship.

The State Role in Economic Development  All states
seek to create a favorable business environment, but
the effectiveness of those efforts is affected by spe-
cial interest groups, preferences and biases arising from
the state’s unique history, competing incentives, lim-
ited empirical evidence and analytic capacity to judge
net benefits, political agendas, and other factors.

Because the competition for new and expanded busi-
nesses is fierce, all states have extensive economic
development programs that include assistance to firms
in finding sites; development of new research and de-

velopment “smart parks”; extensive information pro-
grams for prospective firms about the state’s business
amenities; targeted job training programs; various
forms of business finance; tax relief incentives includ-
ing enterprise zones and tax abatements; investment
in updated infrastructure including broadband com-
munications enhancements; and the marketing of the
state’s products. At least 40 states have created bio-
technology initiatives, and 16 fund those programs
with revenues from the tobacco settlement.4  Most
states fund technology led economic development
strategies, many of which include industry-university
research partnership programs.5

The common wisdom is that Michigan has a robust ar-
ray of economic development tools available to the
state and to local governments.  These tools include
Renaissance and enterprise zones, a variety of grants
and subsidies, tax abatements, loans, tax increment fi-
nancing authorities, employment and training pro-
grams.  (Please refer to the Citizens Research Council
report “Survey of Economic Development Programs
in Michigan,” to be updated in 2007, for a complete list-
ing of programs)  Many of these programs are narrowly
targeted to achieve a specific purpose, such as the re-
development of obsolete or historic buildings, or
provision of tax breaks for tool and die shops, while
others have a much broader aim. Additionally, tax rate
reductions legislated in the economic expansion of the
1990s, and still being implemented, were promoted
as economic development incentives and further state
tax cuts are proposed on the same basis.  Yet as the
number of economic development programs has
grown, and the total state and local tax burden has
fallen from above the U.S. average to below average,
the economy—tightly bound to the domestic auto in-
dustry—has descended from above to below average.

In Michigan, the appropriate role of government in eco-
nomic development continues to be redefined. The
emphasis on state tax policy remains, as do efforts to
protect the domestic automobile and supplier com-
panies, but there is increasing focus on encouraging
entrepreneurism and supporting technology develop-
ment to diversify the economy.

While tax incentives have a long history, more direct
state investment in private companies presents prob-
lems and challenges, which states including Michigan
have met in a number of ways.  In the 2002 general
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election, Section 19 of Article IX of the Michigan Con-
stitution was amended to remove a prohibition against
ownership of stock by permanent and endowment
funds of the state.  A challenge to the 21st Century Jobs
Fund led to a Michigan Attorney General opinion6 not-
ing that the three permanent funds listed in the con-
stitutional amendment provide direction on the defi-
nition of a permanent fund:  a defined, specific purpose
for the fund; investment and reinvestment of monies
allowed only for the purposes of the fund; and restric-
tion of the funds allocated to the fund, ensuring that
those monies do not lapse to the general fund.  The
amendment and interpretation allow the state to in-
vest in private companies in ways that were previously
prohibited.

The Venture Michigan Fund and the previously de-
scribed 21st Century Jobs Fund are examples of the
state’s emphasis on supporting the creation and growth
of new business and encouraging technology devel-
opment and commercialization, and increasing capi-
tal investment and commercial lending activity.  The
Michigan Economic Development Corporation
(MEDC) and the Michigan Venture Capital Association
led the formation of the $200 million Venture Michi-
gan Fund to increase resources available to venture
capital funds that invest in early stage businesses.  The
fund uses capital raised from outside investors who are
guaranteed a negotiated rate of return backed by state-
issued tax vouchers that can be used to pay single busi-
ness or income tax liabilities.

The state’s formal economic development structure
has evolved to respond to political and economic pres-
sures.  While a number of state departments includ-
ing the Labor and Economic Growth, Environmental
Quality, Treasury, Transportation, and others, impact
economic development, the Michigan Economic De-
velopment Corporation (MEDC) is especially impor-
tant.  A 1999 cooperative agreement between the state
and several local communities created the MEDC,
which identifies itself as the single point of contact for
businesses inquiring about the availability of incentives
and location services in Michigan.

The function of MEDC is to develop an environment
that is conducive to business growth, to create oppor-
tunities to entice other economic development to
occur, and to market Michigan as a great place to do
business.  Account managers at the MEDC provide di-

rect assistance to businesses, including acting as a pro-
business liaison to state departments and promoting
a fair and uniform business climate.  The agency pro-
vides a variety of special programs, including work-
place safety consultation and education, market ex-
pansion and international trade assistance, job training,
labor market information, government contracting
advice, and strategic planning and technology consult-
ing, as well as information on financing, sites, each
county, taxes and fees.  The corporation is supported
by the state’s general fund, payments from three In-
dian casinos (currently being litigated), and earned fees.
MEDC houses Travel Michigan, which promotes Michi-
gan as a tourist destination.

MEDC employees provide staff support for the Michi-
gan Strategic Fund (MSF), which serves as the state’s
lead economic development finance agency.  The MSF
board is authorized to make grants, loans, and invest-
ments of MSF funds to assist both for-profit and non-
profit organizations.  Functions include the approval
of industrial development revenue bonds, Renaissance
Zone designations, and Community Development
Block Grant applications, as well as administration of
the 21st Century Jobs Fund’s private equity, venture
capital, and loan enhancement programs.

Recent state legislation that may affect the state con-
text of economic development includes acts that raise
the minimum wage and place prohibitions on stem cell
research.  In 2006, Michigan became one of 29 states
that have adopted state minimum wages that are
higher than the federal minimum wage of $5.15.  The
$6.95 Michigan minimum wage will increase to $7.15 on
July 1, 2007 and to $7.40 on July 1, 2008.7  While a num-
ber of states have passed legislation specifically au-
thorizing, and in some cases funding, research on live
or cloned embryos, Michigan prohibits such research.8

The Role of Local Governments and EDCs  In Michi-
gan, general purpose local governments at all levels
of are active in economic development. County eco-
nomic development departments are prominent, and
many cities have their own economic development
departments.  In addition to counties and cities, the
Michigan Economic Developers Association (MEDA)
includes members who represent 15 different town-
ships and four villages.9  Strong local control, the ab-
sence of mechanisms to share commercial and indus-
trial property taxes, mistrust of county or regional
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efforts, and local competition contribute to the cre-
ation and maintenance of myriad economic develop-
ment agencies and efforts.  Members of the MEDA rep-
resent 227 different public and private organizations
that are engaged in economic development in Michi-
gan.

In addition to county, city, village, and township de-
partments of economic development, the State of
Michigan has enabled a variety of other local public
economic development structures including eco-
nomic development corporations, downtown devel-
opment authorities, business improvement districts,
local development finance authorities, tax increment
finance districts, and brownfield authorities.  These
entities provide a variety of specialized and targeted
products and services including tax exempt revenue
bonds, tax abatements, tax credits, and other incen-
tives.  The CRC report, “Survey of Economic Devel-
opment Programs in Michigan,” provides a full expla-
nation of these programs.  Of particular importance,
Michigan PA 338 of 1974, the Economic Development
Corporations Act, authorized the establishment of
municipal and county economic development corpo-
rations to assist private developers with industrial de-
velopment projects.  These corporations are under the
direction of a board of directors appointed by the chief
executive officer of the local unit (the chairman of the
county board in general law counties) with the advice
and consent of the legislative body.  An economic de-
velopment corporation created under PA 338 may re-
ceive funding from its authorizing municipality and
must submit proposed project plans to the local gov-
erning body.  EDCs may issue tax exempt revenue
bonds to fund industrial, commercial, and housing
projects.  These bonds are an obligation of the busi-
ness that is being assisted, not the municipality or the
EDC.  However, a number of Michigan EDCs have
ceased functioning as a result of federal restrictions
placed on the issuance of revenue bonds.

MPOs and COGs   Local units of government are en-
couraged to work together in structures that include
municipal planning organizations and councils of gov-
ernment.  Federal efforts to encourage metropolitan
planning and cooperation by delivering federal aid
through regional organizations began in the 1930s.
Section 701 of the Housing Act of 1954 provided fed-

eral grants to metropolitan planning agencies to pro-
mote cooperation in addressing regional problems,
thereby prompting the formation of regional planning
organizations.  The Federal Aid Highway Act of 1962,
which made federal highway aid to areas of over 50,000
population dependent on a continuing, comprehen-
sive, and cooperative planning process, resulted in the
formation of metropolitan planning organizations
(MPOs) for all urbanized areas of over 50,000 popula-
tion.  The importance of MPOs has increased and de-
creased with various federal administrations.10

The Housing and Urban Development Act of 1965 au-
thorized comprehensive planning grants for mass tran-
sit planning to be made to organizations composed of
public officials that represent the political jurisdictions
within the region, creating the impetus for the forma-
tion of councils of government (COGs); these coun-
cils are often also metropolitan planning organizations.
The Demonstration Cities and Metropolitan Develop-
ment Act of 1966 required that all applications for fed-
eral grants for the planning and construction of hous-
ing, roads, and other facilities to be submitted to a
regional planning agency for review and comments to
insure they were coordinated  and consistent with
areawide plans.  The 1973 Highway Act dedicated a
portion of the Highway Trust Fund to support metro-
politan planning agencies, which had to include the
principal elected officials in the region.

Although federal funding for regional efforts was re-
duced in the 1980s, the Intermodal Surface Transpor-
tation Efficiency Act (ISTEA) increased that funding and
provided expanded authority to MPOs to select trans-
portation projects and mandates for new planning ini-
tiatives in their regions.  MPOs were required to con-
sider economic, environmental, and social goals in
their plans.11  Subsequent federal programs including
Safe, Accountable, Flexible, Efficient Transportation
Equity Act:  A Legacy for Users (SAFETEA-LU) continue
to provide funding that supports these planning orga-
nizations in their role as regional transportation plan-
ning agencies.

Additional programs administered by MPOs and COGs
reflect the priorities and needs of the regions those
voluntary associations of local governments represent.
According to Myron Orfield, a number of MPOs have
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Table 2-1
Michigan Metropolitan Planning Organizations (MPOs)

Area in Designation
         MPO Major City Sq. Miles Population Year

Battle Creek Area Transportation
Study Battle Creek 169 91,498 1974

Bay City Area Transportation Study Bay City 168 87,322 1974
Genesee County Metropolitan

Planning Commission Flint 648 436,141 1963
Grand Valley Metropolitan Council Grand Rapids 1,014 650,183 1990
Kalamazoo Area Transportation

Study Kalamazoo 579 238,603 1979
Macatawa Area Coordinating Council Holland 212 112,467 1991
Region 2 Planning Commission Jackson 723 158,422 1968
Saginaw Metropolitan Area

Transportation Study Saginaw 259 159,102 1965
Southeast Michigan COG Detroit 4,608 4,833,493 1974
Tri-County Regional Planning

Commission Lansing 1,712 447,728 1973
Twin Cities Area Transportation

Study Benton Harbor 315 121,280 1974
Western Michigan Shoreline

Regional Development Commission Muskegon 657 220,196 1973

Source:  U.S. Department of Transportation at www.planning.dot.gov/mpos1.asp.

responded to challenges caused by political fragmen-
tation by taking on a range of other functions, including
local and regional economic development initiatives.12

If economic development is a local priority supported
by the elected officials who dominate MPO and COG
boards, economic development programs may evolve
naturally from the federal and state funded activities
performed by MPOs and COGs: metropolitan plan-
ning, transportation and infrastructure planning, air and
water quality issues.  Councils may provide technical
advice to smaller member governments on planning
and zoning, or technical assistance to local businesses
on international trade and export issues.  Some COGs
are active in workforce development and geographic
information services (GIS).  In areas of rapid growth,
issues surrounding land use are luring some MPOs and
COGs into economic development to promote dense
urban development.  Some of these organizations are
providing grants for higher density development from

their federal transportation allocations.  MPOs and
COGs work closely with economic development or-
ganizations in their regions to insure infrastructure and
transportation plans support regional strategies.13

The Federal Transit Administration of the Federal High-
way Administration of the U.S. Department of Trans-
portation lists 12 metropolitan planning organizations
in Michigan.

The largest MPO in the state is the Southeast Michi-
gan Council of Governments (SEMCOG), which de-
fines its mission as follows:  “SEMCOG solves regional
problems by working together with member local gov-
ernments to improve the quality of life in Southeast
Michigan.”  SEMCOG is the regional planning organi-
zation for seven counties in the areas of transporta-
tion, environment, community and economic devel-
opment, land use, and education.  This agency also
advocates for changes in state and federal policies,
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provides data about Southeast Michigan, assists local
governments in planning, facilitates cooperation
among local governments and state and federal agen-
cies.  Funding for SEMCOG is provided by federal and
state grants, contracts, and membership fees.14

Public Private Partnerships  The importance to busi-
nesses of improving the economic vitality of their op-
erating areas, the essential role of government and the
legal, financial, and practical limitations on govern-
ment participation in economic development, have
led to the creation of quasi-governmental entities—
public-private partnerships—focused on regional eco-
nomic development. These hybrid structures include
business people on the boards of directors of organi-
zations that function as, or in concert with, economic
development departments. Either the public or the
private sector may provide the funding, project man-
agement skills, personnel, and technology used in
these organizations.15

Public-private partnerships have a long history in the
U.S.  As explained in Public-Private Partnerships: Im-
proving Urban Life,  public-private partnerships often
begin as partnerships between business leaders who
come together in the belief that extraordinary action
is needed to address a particular civic need; that it is
no longer sufficient for business to display good citi-
zenship by merely paying taxes, providing jobs, and
sometimes engaging in philanthropic behavior.  This
collaboration leads to a more formal stage of partner-
ship in which the private, nonprofit, and public sectors

actively engage in shared projects and programs de-
signed to marshal resources and share risks for the
benefit of the community.16

Public-private partnerships have the potential to blend
the strengths of both the public and private sectors to
improve economic development activities and to me-
diate jurisdictional issues among political units and
interest groups.  Donald Haider provides a definition
focused on a sustained and collaborative effort of at
least one public and at least one private institution, in
which each of the participants shares in the planning
of projects and programs designed to meet a collec-
tive need, and each contributes resources.  Basic char-
acteristics of successful partnerships include equality,
shared risks, and mutual benefits.17

According to the International Economic Develop-
ment Council, the goals of non-profit, public-private
partnerships encompass the following:

Undertaking economic development efforts
Promoting sustainable business
Improving workforce development
Diversifying the economic base of a region
Improving the quality of life

The major advantages of public–private partnerships
are that local businesses have a strong voice, there is
immediate access to the highest levels of local gov-
ernment, and there is greater flexibility to conduct
economic development activities.18

Private Sector Economic Development Organizations

In some regions, private sector leadership has created
private, non-profit organizations tasked with improv-
ing the business environment and with retaining and
attracting business to the region.  These private enter-
prises, which are among the 1.4 million non-profit or-
ganizations of all kinds registered with the IRS, are in-
tended to bring a more entrepreneurial approach to
the role of economic development, and to be less
constrained by political factors including political
boundaries.  Private sector board members and staff
may be better able to evaluate the business climate,
to assess risks and rewards, and to focus on transac-
tion costs.  The private sector may be better able to
understand and address the time-sensitive needs of

business, competition, and innovation; may be better
able to abandon unsuccessful or obsolete programs;
and may be better able to provide flexibility, customer
responsiveness, and extensive customization of prod-
ucts or services.  Especially in regions where local gov-
ernments have difficulty cooperating in regional ini-
tiatives, the private sector may be better able to plan
and execute regional strategies.  Private sector initia-
tives have developed strategic plans for economic
development; created investment funds; redeveloped
downtowns; provided retraining and social services;
developed parks and public spaces; operated beauti-
fication and “safe and clean” projects; championed leg-
islation, public school reform, mass transit, and sup-
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port for cultural institutions; rallied broad support for
projects; supported or opposed mayors and taxes; and
directed the support of foundations to support spe-
cific projects and programs.

Because private sector economic development may
be viewed as being more concerned with productivity
and income growth than with reducing income in-
equality, there are those who believe that privatization
of economic development leads to exploitation of the
poor and defenseless, and neglect of the most chal-
lenging and needy areas.

CEO Organizations  Beginning in the first part of the
20th Century, business-CEO-led civic organizations
were formed in a number of U.S. cities to focus on city
and regional issues and to facilitate consensus among
the corporate leadership on the best use of corporate
resources to support development projects, public
policy, candidates or officeholders, or other civic ini-
tiatives.  In recent years, these organizations have been
seriously affected by factors including economic re-
structuring, reorganization, suburbanization, deregu-
lation, mergers and acquisitions resulting in the move-
ment of corporate headquarters, the relative increase
in the service economy at the expense of manufac-
turing, and demographic changes.  These factors, and
the replacement of home town entrepreneurs by man-
agers who expect to rotate through many regions in
their careers, and who may not have the decision-mak-
ing authority of their predecessors, have changed the
nature of civic engagement by these corporate elites.
As a result, CEO organizations across the country are
expanding their membership to include CEOs of uni-
versities, health systems, foundations, and business
service partnerships and are shifting their attention to
regional economic development.19

Detroit Renaissance, the CEO organization in south-
east Michigan, was established as a 501(c)(3) organiza-
tion in 1970.  Like other CEO organizations, the board
of directors is composed almost exclusively of chief
executive officers of major corporations and no sur-
rogates are allowed at board meetings.  Thus the board
has the capacity to commit major resources of mem-
ber companies to civic projects identified by the CEO
organization.

Initially focused on the physical rebuilding of down-
town Detroit, in 1979 Detroit Renaissance created a

special events department that managed events in-
cluding the International Freedom Festival, Montreaux
Detroit Jazz Festival, and Detroit Grand Prix.  In the
1990s, events were transferred to other agencies and
the organization focused on the economic and physi-
cal redevelopment of Detroit and on public policy that
affected Detroit and the region.  Most recently, De-
troit Renaissance has expanded its private sector board
of directors to include university presidents and nar-
rowed its focus to economic development:  acceler-
ating the redevelopment of Detroit and transforming
the economy of the four-county region.  The 2006
work plan approved by the board includes a
benchmarking study designed to identify high poten-
tial growth opportunities, creation of an economic
development agenda, adoption of a public policy
agenda and scorecards, formation of multiple partner-
ships, and organizational development.20

Chambers of Commerce  Chambers of commerce,
which are non-profit corporations organized as
501(c)(6) business associations, exist at the local, re-
gional, state, and national levels.  These voluntary
membership organizations are created to promote
trade and commerce, to advocate for the interests of
members, and to provide member services.  Especially
in regions that also have CEO organizations, chambers
may tend to focus more on the needs and interests of
small and mid-sized businesses.  Chamber activities
may include networking opportunities for members,
forums for legislative issues and government concerns,
representing business interests to government, mar-
keting and image campaigns, and a variety of member
services.  Issues of concern to chamber members may
include education, workforce development, recruit-
ment and retention of skilled workers, workforce hous-
ing and transportation, health care, business costs, in-
creasing suppliers, increasing markets, tax policy,
business regulations, business expansion and financ-
ing, business services, and quality of life.  Chamber
efforts in these areas and other efforts to improve the
environment for business members may also increase
the attractiveness of a place to potential businesses,
and lead a chamber directly to assume other tasks as-
sociated with economic development.  As a conse-
quence, chambers are often actively involved in eco-
nomic development, working with site selection
professionals and providing data about the business
climate.
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The U.S. Chamber of Commerce includes in its priori-
ties for 2006 a number of issues that are part of many
economic development programs:  education and
workforce development, energy and the environment,
government contracting, health care, international
trade and investment, labor policy, regulatory affairs,
small businesses, taxes, technology, travel and tour-
ism, and worldwide sourcing.21

The Michigan Chamber of Commerce actively repre-
sents business interests in legislative and political is-
sues, as well as providing member services.  Its mis-
sion statement is “To advance human progress through
an economic, political, and social system based on in-
dividual freedom, incentive, opportunity and respon-
sibility.”22

Two Michigan regional chambers exemplify the in-
volvement of these types of organizations in economic
development.

Detroit Regional Chamber  The Detroit Regional
Chamber (DRC) represents over 22,000 for-profit
businesses and non-profit organizations, as well as
smaller chambers, in ten counties in southeast Michi-
gan. In 1998, DRC initiated the Detroit Regional Eco-
nomic Partnership, which has as its mission “to develop
new business for the Detroit Region and its compa-
nies through marketing its opportunities and provid-
ing relevant information, contacts and assistance to
regional, national and international prospects.”  The
Partnership’s business retention and attraction activi-
ties include marketing the region at trades shows, call-
ing missions, and through an e-newsletter; providing a
single point of contact for prospective firms; provid-
ing business development teams to work with pros-
pects; and engaging the research, business assistance,
and other resources of the DRC to support its out-
reach, attraction, and support activities.  Between 1998
and 2006, the Detroit Regional Economic Partnership
helped 310 companies either locate or expand in the
region, creating 7,988 new jobs and $1.4 billion in in-
vestments.23

Traverse Bay Area Chamber The Traverse Bay Area
Chamber of Commerce defines its mission as serving
its members and community by providing services that
promote the economy and protect the environment.
In addition to a range of activities designed to provide

member services and promote business attraction,
expansion, and retention, the Traverse Bay Area Cham-
ber coordinates a weekly radio program featuring en-
trepreneurs. This project, conceived by the Chamber’s
Small Business Council as a way to embrace, support,
and educate entrepreneurs, features Chamber mem-
bers who have founded successful companies and who
are willing to share the story behind the start-up of
that business.  The program is seen as a way to share
the wisdom of successful entrepreneurs and celebrate
the strength of entrepreneurship in the region.

The Traverse Bay Economic Development Corporation
is a separate 501(c)(3) that serves as the economic
development division of the Chamber, focuses on
business attraction and expansion, and assists commu-
nities with projects that increase jobs and expand the
tax base.  The Traverse City Area Chamber also fos-
tered the New Designs for Growth project, which is
now facilitated through the COG and promotes the
application of smart growth principles to commercial
and residential development in the fast growing region.

Other Private Sector Membership Organizations  In
many locations, private sector leaders have formed
economic development-focused membership organi-
zations that are neither chambers of commerce nor
CEO organizations.  These may be organized under
501(c)(6), 501(c)(4), or 501(c)(3) of the Internal Rev-
enue Code.  Often initially formed around a particular
development project, some of these organizations
have grown into full service regional economic devel-
opment organizations.  Corporate members provide
dues or “investments” that support both strategic and
opportunistic economic development activities.  Paid
professional staff manages programs for business at-
traction, expansion, and retention.  As with chambers
and CEO organizations, this collective corporate strat-
egy and action can be sustained independently of po-
litical cycles.

In 1985, The Right Place separated from the Grand Rap-
ids Chamber to focus exclusively on business reten-
tion and attraction.  “The mission of The Right Place,
Inc. is to promote economic growth in the areas of
quality employment, productivity and technology in
Greater Grand Rapids by developing jobs through
leading business expansion, retention and attraction
efforts.”  The 2004-2008 strategic plan includes five
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goals:  lead business retention, expansion, and attrac-
tion; identify and develop emerging growth opportu-
nities; strengthen manufacturing leadership and inno-
vation; lead urban redevelopment vital to business
retention and attraction; and lead regional initiatives
in economic development.24  The board of directors
includes business and community leaders, but no
elected officials.

Trends in Private Sector Economic Development
Organizations  Over the past several years, the struc-
tural relationships of chambers of commerce, CEO
organizations, and other private sector economic de-
velopment organizations have evolved in different di-
rections.  Some consolidations have taken place.  The
Houston Chamber of Commerce, Economic Develop-
ment Council, and World Trade Council merged in
1989 to form the Greater Houston Partnership.  In the
1990s, realignments resulted in The Allegheny Con-
ference (a CEO organization) governing a merged or-
ganization that includes the old Pennsylvania Economy
League-Western Division (public policy research), the
Greater Pittsburgh Chamber of Commerce, and the
Pittsburgh Regional Alliance (public-private partner-
ship).  The CEO members of Greater Philadelphia First
became the CEO Council for Growth, a standing com-
mittee of the Greater Philadelphia Chamber of Com-
merce, in 2003.  The Greater Cleveland Partnership was
created from the merger of the CEO Cleveland To-
morrow, the Greater Cleveland Growth Association,
and the Greater Cleveland Roundtable (social jus-
tice).25

Foundations  No discussion of the important role of
private sector organizations in economic development
can be complete without recognizing the leadership
and support provided by foundations.  According to
the National Center for Charitable Statistics, founda-
tions gave over $30 billion in 2003.  Education received
24.5 percent of the funds given, while human services
received 25.6 percent of the grants.26

The potential of foundations to improve the competi-
tiveness of both place and people extends far beyond
traditional quality of life issues approaches.  Founda-
tions can initiate critical, but potentially politically
risky, analyses of regional economic strengths and
weaknesses; insure the development and implemen-
tation of a common vision of the future; challenge

dysfunctional cultural patterns; and pressure competi-
tive groups to work cooperatively.  Foundations can
provide strategic, focused, and persistent support for
key elements of economic development, including a
regional plan, downtown revitalization, economic
community development, economic advancement,
and quality of life.  K-12 and higher education are a
particularly important intersection for foundation
funding and economic development efforts.  Founda-
tions, which function as brokers, capacity builders, and
connectors, can also support the development of
ideas that are then available when a real or perceived
crisis creates an opportunity for change.

Some foundations overtly target resources on eco-
nomic development.  The Ewing Marion Kauffman
Foundation in Kansas City is the largest foundation
dedicated to advancing entrepreneurial success.  This
foundation bases its targeting on the premise that en-
trepreneurship is essential for economic growth, and
economic growth is essential to human welfare.  Fund-
ing supports research on entrepreneurship, university
programs that promote entrepreneurship, laboratory
research commercialization, and minority and urban
entrepreneurship programs.27

The Fund for Our Economic Future was launched in
2004 to transform the regional economy in Northeast
Ohio.  Eighty donors, including private, community, and
corporate foundations, entered into a structured col-
laboration to address economic challenges such as
business retention and expansion, entrepreneurship,
and technology innovation.  In Phase 1, the fund de-
ployed over $35 million in grants to high impact eco-
nomic development initiatives, as well as convening
key participants and measuring economic progress;
fundraising for Phase 2 has begun.  Decisions are made
by the Funders’ Committee, which is composed of all
entities that have donated $100,000 or more to the
fund. One paid staff member works with part-time
staff loaned by several participating entities.28

For-profit Economic Development  Business has at
least as much to gain from economic development as
does government:  new suppliers, better workforce,
improved technology, and new customers.  Perhaps the
purest examples of self-interested, private sector eco-
nomic development efforts are provided by utility
companies that conduct business attraction and reten-
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tion activities in the areas they serve.  AT&T Michigan,
Consumers Energy, DTE Energy, and Indiana Michigan
Power are among the members of the Michigan Eco-
nomic Developers Association.29  Another category of

private sector economic development activity in-
cludes consultants who assist public and non-profit
organizations to plan and implement strategies and
programs.

Governmental, non-profit, and for-profit organiza-
tions all play important roles in economic develop-
ment.  Because these organizations may have differ-
ent, and possibly conflicting, goals and definitions of
success (enhanced tax base, increased profits, job
growth, productivity increases, etc.) and because over-
all resources are limited, some mechanism is required
to develop, mediate, coordinate, implement, and
evaluate economic development strategies that have
broad regional ownership.

Currently there are economic development entities
that operate in multiple jurisdictions in various areas
in Michigan.  These organizations have different struc-
tures, types of members, and roles, but could serve as
the nucleus around which more broadly representa-
tive regional organizations with more comprehensive
goals could be developed.  Because economic devel-
opment is a complex process that reflects and re-
sponds to a variety of factors, consideration should be
given to insuring that the board of the regional eco-
nomic development partnerships include all of the
constituent groups.  Regional, non-profit, public-pri-
vate partnerships that include business leaders,

Recommendations

elected officials, workforce development experts, rep-
resentatives of K-12 and higher education, and foun-
dations could develop regional strategic plans, mar-
shal resources, focus on building regional identity,
develop and market the assets and opportunities of
the region, and continuously refine operations based
on applicable economic indices.  These regional orga-
nizations could facilitate communication among lo-
cal government planning boards, chambers of com-
merce, councils of governments, workforce
development and educational organizations, and
other entities concerned with economic development;
produce or contract for a regional forecast; champion
regionally beneficial development; assist in directing
particular kinds of economic development to areas
within the region where that kind of development is
desired; and advise local governments on ways to be-
come more attractive to business. The proposed struc-
ture would insure that the needs and concerns of all
of the key economic players were considered in re-
gional programs and goals. This could result in more
realistic plans with broader ownership, as well as fo-
cusing resources on shared goals.
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