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For the past few years, politicians, 
corporate real estate professionals, econo
mists, and economic developers have been 
speculating on the effects of the North 
American Free Trade Agreement on the 
migration of jobs and businesses between 
Canada, Mexico, and the United States. 
Theories and predictions abound regard
ing the long-term effects of the agreement 
on each of these economies, and will 
likely continue to proliferate until time 
has passed, data is collected, and results 
can be measured. What is certain today is 
that the agreement has already changed 
the nature of economic development mar
keting, and exposed each country to new 
competitors whose approaches are as dif
ferent as the areas they represent. Cana
dian economic developers can benefit from 
increasing their understanding of the na
ture of this competition to strengthen both 
their recruitment and retention programs. 

SITE SELECTION AND NAFTA 
Corporate site selection has been de

scribed as essentially a process of elimi
nation. The corporation rarely looks for a 
reason to accept an area; rather, it looks 
for reasons to eliminate candidate loca
tions based on their inability to satisfy 
financial or operating condition criteria. 
Prior to N AFT A, cost penalties associated 
with trade barriers were often enough to 
eliminate whole countries from consid
eration. Today, with these hurdles re
moved, movement from country to coun
try is not inevitable, as many have stated, 
but it is certainly more possible than ever 
before, causing decision makers to con
duct more detailed analyses of a wide 
range of alternatives. As recently as three 
years ago, the majority of PHH Fantus' 

location projects began with a search area 
that consisted of a single country, or part 

of a country. Today, it is equally common 
to see projects that start with a global 
search area, and only gradually narrow . 
their focus to a single country and com
munity. The list of final candidates for a 
Confederation Life claims processing cen
tre, for example, included communities in 
the Caribbean, Ireland, and Canada. 

The trade barriers being removed by 
the North American Free Trade Agree
ment essentially help equalize one group 
of comparative operating costs, those re
lated to federally imposed taxes. As these 
barriers are removed, more location op
tions are feasible for corporations. Ag
gressive economic developers are respond
ing by becoming more protective of their 
existing business base, and at the same 
time, increasing the scope of their 
proactive marketing efforts. 

ATTRACTING PROJECTS 
Toronto, for example, has become a 
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key target market for many U.S. eco
nomic developers at the state and commu
nity level. Toronto-based businesses are 
approached through costly advertising, 
direct mail campaigns, and person-to
person sales calls on a daily basis. In some 
cases the goal of these efforts is tq}attract 
projects away from Toronto itself, while 
in other cases, the objective is to influence 
the course of future\investment. In any 
case, if these efforts are successful, To
ronto may at best lose future growth op
portunities, and at worst lose existing jobs 
and investment. 

This trend is certainly not unique to 
Toronto; major U.S. cities such as New 
York, Los Angeles, and Chicago have 
been subject to these "raiding parties" for 
years from lower cost locations with dif
ferent, and perhaps more favorable oper
ating conditions. Recently, many factors 
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have combined to make Toronto, and 
Ontario generally, higher profile targets. 
The media coverage associated with the 
Free Trade Agreement has made U.S. 
developers more aware of the business 
environment in Canada, and more aware 
of the competitive disadvantages and 
points of dissatisfaction that can be tar
geted in marketing campaigns. Although 
operating cost differentials are nothing 
new, they take on greater importance dur
ing tough economic times. Ontario Based 
businesses are also voicing dissatisfac
tion with the level of government taxa
tion, and the unpredictability of govern-



ment policies, as well as periodic labor 
unrest and the lack of flexibility in labor
managementrelations. Last year's simulta
neous strikes by several of Toronto's public 
service employees were a significant fac
tor in raising the frustration level of Cana
dian-based businesses and opening doors 
for U.S. competitors to present their case. 

PRIVATE COMPANY 
INVOLVEMENT IN ECONOMIC 
DEVELOPMENT IN THE U.S. 

There are several key differences be
tween economic development as practiced 
in the United States versus Canada, many 
of which tend to favor the United States. 

In many instances the focus of this 
competition both within the United States 
and between the United States and Canada 
has been attributed to incentives offered 
to companies to influence their location 
decisions. There is no doubt that incen
tives are an important sales tool and are 
unlikely to disappear any time soon. Of
ten when all other factors are equal, or 
close to equal, they can make the crucial 
difference. Corporations now recognize 
the positive economic impact that their 
jobs and investment can bring to a com
munity, and view the incentives granted 
to them as gainsharing, rather than givea
ways. At the same time, they are sophis
ticated enough to recognize that no amount 
of incentives are likely tum the wrong 
place into the right place. Economic de
velopers at every level, therefore, must be 
prepared to address the issue of incen
tives, but must be equally ready to imple
ment a well executed marketing plan. One 
of the most critical and effective elements 
ofU.S. economic development programs, 
which are not common today in Canada, 
are the involvement of the private sector 
in all aspects of the program, from fund
ing to sales efforts, the partnering and 
packaging of adjacent areas into single 
economic development entities, and the 
emphasis on making government assist
ance programs user friendly. 

Private companies have a tradition of 
being very heavily involved in economic 
development entities. Utilities, which for 
the most part are regulated private enter
prises in the United States have long been 
strong players in economic development, 
both to generate users of their services and 

to fulfil an informal obligation to return 
investment to the communities in their 
service territory.. In some parts of the 
United States, they are the key marketing 
representatives to the outside world, as 
well as to existing employers. In recent 
years, they have diversified their approach 
from an industrially focused program to 
one that works with all types of busi
nesses, and the telephone companies have 
joined the power companies as strong 
participants. Georgia Power, Illinois 
Power, and Public Services oflndiana are 
just a few of the stronger organizations. It 
is interesting to note that while these 
utilities all maintain significant economic 
development staffs and marketing pro
grams of their own, they also financially . 
support the programs of their home states 
and service territories. They, along with 
other private sector funders, give U.S. 
comm unities consolidated financial fund
ing that is hard for comparably sized 
Canadian organizations to match. In many 
areas, economic development is handled 
through public-private corporations which 
receive 50 percent of their funding from 
stockholders in the private sector, includ
ing utilities , real estate developers and 
brokers , construction companies, and 
major employers. 

In addition to providing funding, these 
private sector partners add credibility to 
the overall marketing program by being 
highly visible in sales efforts. They repre
sent businesses that are operating suc
cessfully and enjoying the advantages of 
their home areas, and provide compelling 
testimonials through advertising and di
rect corporate calls on a regular basis. 

A more recent trend in the United 
States has been the complete "privatiza
tion" of economic development market
ing. Although this term implies that go
vernment no longer has a role, in fact most 
privatized programs still receive signifi
cant portions of their revenue from the 
government. The difference is that their 
boards of directors have heavy represen
tation from the private sector and, by and 
large, their staffs consist of professional 
economic developers; as such they are not 
career path opportunities for employees 
from other parts of government. Priva
tized organizations such as those operat
ing in Utah, Wisconsin, and Washington, 

and forming in Florida, Kentucky, and 
Indiana, generally handle proactive mar; 
keting activity, leaving community de
velopment work to the State Departments 
of Commerce. One tremendous benefit of 
this trend has been to help insulate these 
areas somewhat from politization of eco
nomic development programs and to pro
vide long term consistency. Since the 
time frame for decision making has length
ened considerably, it is important that the 
players and the posture of an organization 
not change in mid-stream, which can be 
the case when the top economic develop
ment officer is a political appointee. 

ECONOMIC DEVELOPMENT 
PROFESSIONALS CHALLENGE 

One of the greatest challenges for eco
nomic developers is to match their under
standing of what constitutes a community 
with their customers' perceptions and pref
erences. Conventionally, an economic 
development area has corresponded to 
political jurisdictions or subdivisions, be 
they cities, municipalities, counties, states 
or provinces. The perceptions of users, 
however, don't stop at these borders. In 
the United States, some of the most suc
cessful areas have united the efforts of 
neighboring areas so that the outside world 
perceives a single, coordinated unit. In 
Dallas, Texas, for example, although each 
community in the metropolitan statistical 
area may maintain its own individual 
program, jointly they support the Dallas 
Partnership1

, recognizing that prospects 
view Dallas as a consolidated metropoli
tan area, not as individual cities. The 
decision of which suburb to locate in 
comes at the end of the location process, 
and if the image of an area is fragmented 
from the start, its strengths are dissipated. 
"Packaging" areas together also allows 
for better use of funding through coopera
tive advertising programs, trade show pro
grams, and corporate calling programs. In 
some cases, such as Kansas City Kansas/ 
Missouri, several communities and two 
states have come together, recognizing 
that the outside world sees a single metro
politan area. In rare instances, there are 
also proposals to share revenue from in
dustrial parks in one county with the 
adjoining county which provides much of 
the labor for park users. 

J The necessity for such a partnership stems from the fragmented municipal governments in the U.S . In contrast to the U.S .few Canadian local governments 

are as much fragmented, but due to their competitive slent, cities and towns within a single regional or metropolitan structure often create separate 
Economic Development Departments and carry out their own marketing programs (Ed.) 
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CONCLUSIONS 
Finally, in response to a worldwide 

perception of business and consumers that 
government services everywhere are frag
mented and unfriendly, a great deal of 
emphasis has been placed on centralizing 
economic development activity in one 
department, including research, commu
nity development, infrastructure devel
opment, and target industry marketing. In 
many states and communities, ombuds
men are provided that can handle "one
stop" permitting for business users, and 
every effort is made to provide a prospect 
with a single point of contact from their 
first inquiry through final implementa
tion. Services are not effective if they are 
not user-friendly, and since location se
lection is often a process of elimination, 
those programs that are not proactively 
and comprehensively presented are gen
erally assumed to be absent. 

Corporation decision makers in many 
countries are finding these approaches 
very attractive, and in a buyers' market, 
their preferences quick! y become require
ments. "We don't do things that way" is 
not an acceptable approach in their own 
businesses, and is not an approach they 
are likely to accept in others. Along with 
the changes in location factors that N AFf A 
may bring about , there will be changes in 
economic development marketing, and 
indications are that the patterns for many 
of those changes are to be found south of 
the Canadian border. 

WE'RE lNTHE BUSINESS OF 
HEIPING YOUR BUSINESS 

We can help business today find ways to 
lower overhead and cut operating costs. 

BRING DowN A MAJOR OVE.RmAo Cos-r 
New, efficient lighting fixtures and lamps last 
longer, consume less electricity, generate less 
heat for reduced cooling costs, and can 
improve lighting quality. And, since Hydro 
offers cash incentives of up to 50% toward 
the cost of conversion, switching to energy 
efficiency has never been easier. 

A DESIGN FOR SAVING MONEY 
That's what Hydro's Savings By Design 
Program is all about. Funding custom 
designed projects that cut electricity demand 
through improved efficiency, and financing 
feasibility studies up to 100%. 

Va~an 
Hydro 
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CUT COOLING COSTS 
WIDI THERMAL COOL STORAGE 

Thermal Cool Storage, an innovative energy 
efficient advancement, lets you cool your 
building during peak hours at off-peak rates 
using chilled water or ice storage technology. 

PlrrUsTo WoRKFOR You 
Qualified energy advisors are available to 
visit your business, review your energy use 
and make cost saving recommendations in a 
detailed, confidential report. Plus, Ontario 
Hydro incentives are available and our 
Advisor will help make sure you get them. 

Call us today. Be a Power Saver. 

Vaughan Hydro-Electric Comm ission 

2141 Major Mackenzie Drive 

Suite 100 
Vaughen, Ontario 

Canada L6A 1W8 
Tel (416) 832-8371 
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