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Introduction

During the past few years a new litera-
ture has linked public-private sector
collaboration with issues of regional gov-
ernance.! This is an account of some non-
traditional policy responses by a traditional
state that found itself falling behind eco-
nomically. It describes the temporary orga-
nization that was created and its program
aiming at reshaping Virginia public policy
toward regional cooperation.? It describes
the statute that resulted, creating state-sup-
ported incentives for regional public-private
partnerships within substate regions, and
putting into law regional performance
benchmarks. Finally, it describes the evo-
lution of a successful strategy that gener-
ated support for new policy directions by
empirically demonstrating the economic
interconnectivities among neighboring
localities, (cities and suburbs, and among
rural communities), and by adopting cre-
ative approaches that appealed to the imagi-
nation and commitment of the business
sector.

A specific objective was adopted from the
beginning of this ongoing Virginia program—
to introduce and pass in the 1996 state leg-
islative session laws that would improve the
state’s economic competitiveness by intro-
ducing incentives for regional cooperation
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and by changing old images of adversarial
relations among units of local government
and between business and government,.
After two years work the group that was
formed, the Urban Partnership, accom-
plished its primary objective with passage
of the Regional Competitiveness Act of 1996.

The law sets out new and untested
directions in state support for regional co-
operation among local governments, in re-
lations between the state agency implement-
ing the statute and the new regional
partnerships, and in the rules guiding pub-
lic-private partnerships for public purposes
in a conservative state. These new directions
emphasize state support for the formation
of regional partnerships among local govern-
ments and business and citizen represen-
tatives. The new regional partnerships are
provided incentives to begin regional stra-
tegic planning programs keyed to local gov-
ernment regional action, and to collabora-
tive intersectoral decision making. To be
eligible for continued state funding, partner-
ships must develop benchmarks of eco-
nomic competitiveness on a standard set of
indicators (specified in the enabling legisla-
tion), and must issue “report cards” on their
progress toward their objectives. The legis-
lation has a single leading goal—to encour-
age and support as state policy the forma-
tion of regional partnerships building trust
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and a constituency for positive regional ac-
tion among neighboring local governments
and nongovernmental participants.

What's in the Regional
Competitiveness Act?

Virginia’'s new statute® enables and pro-
vides state funding for the creation of part-
nerships of local governments and private
sector actors to promote and conduct re-
gional activities. The statute brings together
traditional concerns with economic develop-
ment and job creation with public policy
rewarding functional regionalism of local
public services. The act provides financial
incentives which may be used to guide or
support voluntary regional approaches to
economic development, education, trans-
portation, human services, land use con-
trols, housing, and other services, and to
interjurisdictional revenue sharing.

The new statute goes beyond conven-
tional state and local government support
for economic development. It is based on the
idea that economic competitiveness is a re-
gional phenomenon; that an individual lo-
cal government’s competitiveness is a func-
tion of the overall economic and social well
being of the region of which it is part, and
that the economic performance of even large
suburban localities, when compared to peer
communities in other metropolitan regions,
is linked to the economic health of its own
region including its central city. The statute
is based on the idea that regions, not locali-
ties, compete and that it is in the self inter-
est of each locality in a metropolitan region
to take steps to improve the economic and
social conditions in all localities in the re-
gion. Voluntary movement toward regional
provision of public services is proposed in
the act as an important step toward reduc-
ing interjurisdictional competition and in-
creasing regional competitiveness. Regional

economic performance is the measure. The
statute is also policy acknowledgment that
the state is ultimately affected if regions in
Virginia grow more slowly than regions in
other states, especially southeastern states.
Adoption of the act added the state as in-
terested party to this unique policy partner-
ship concept that included localities, private
business leadership, and now the state.

The new statute enables parties their
own regional boundaries, their own commu-
nity of interest. Existing planning district
boundaries {Virginia's equivalent of council
of government [COG] or state planning dis-
trict boundaries) are initially accepted as
defining regions; but additional local govern-
ments may by agreement be added to the
region, and may, with the approval of the
state agency charged with implementing the
legislation, establish a different regional
configuration® not employed as predeter-
mined regional boundaries. Thus regions
can define their own boundaries, an impor-
tant element of regional governance.

The act requires qualifying regional part-
nerships to benchmark their competitive-
ness using indicators of the long-term eco-
nomic health of regions, not of short-term
measures. Under the statute regional part-
nerships must regularly compare their re-
gion with competitor regions in other states
using three explicit criteria: median family
income; job creation; and differences in
median family income levels among the lo-
calities in the region.® Progress toward in-
creasing relative performance on the first
two measures, and in decreasing differences
in median family income among localities in
the same region are statutory criteria to be
evaluated for continued state funding. To be
eligible for funding the state’s Department
of Housing and Community Development
(DHCD) must certify that applicant regional
partnerships include, beyond local govern-
ment officials, representatives of the region’s
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business, educational, and civic leadership
in their membership;® and that their stra-
tegic planning process addresses important
regional issues in a regional context.

The statute offers financial incentives to
qualifying regions adopting strategic plans
promoting functional regionalism. The
premise is that increased cooperation
among municipalities in urban regions and
between public and private sector actors is
a prerequisite for making the state more
economically competitive. The act sets up a
point system for major joint interjuris-
dictional activities and requires that appli-
cant regions reach 20 points to be eligible
for state funding.” The point system allows
regions to balance past achievements and
future efforts, and also assigns points ac-
cording to difficulty of achievement. It cre-
ates a merit system for awarding state in-
centive funds to regions. Three regional joint
activities have a designated value of 10
points (job creation/economic development,
regional revenue sharing/growth sharing
agreements, and education). A region un-
dertaking two of these activities and receiv-
ing full point values for each, would reach
the 20-point total necessary for eligibility for
state funding. (Existing interjurisdictional
programs would receive partial but not full
point credits. The emphasis is on creating
new regional efforts.)

Three other regional activities have an
assigned value of 8 points each (human
services, local land use, and housing); and
other regional approaches to areawide
issues have lower point values (5 points—
transportation, law enforcement); (4 points—
solid waste, water and sewer services);
(3 points—corrections, fire services and
emergency medical services); (2 points—
libraries, parks and recreation). The state
agency administering the state funding has
considerable discretion in assigning values
these activities. The statute indicates that
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the agency may determine the significance
of each joint activity as measured by fiscal
resources committed to it; the number of
regional localities participating; the com-
plexity of the activity; the general impact on
relations between affected jurisdictions; and
other factors including up to five points for
Jjoint activities that increase governmental
efficiency or lower local property taxes
throughout the region.?

In its first year, the statute was modestly
funded with three million dollars for the
regional partnership incentive fund, with an
additional five million dollars available for
approved activities. This funding level is
essentially a startup program. With an ulti-
mate goal of two hundred million dollars per
year as regions across the state become cer-
tified, the Urban Partnership’s objective in
the 1997 legislative session is dramatically
to increase funding from the current level to fifty
million dollars for the 1997-98 period.

Inventing a New Direction

How did this innovative statute which
opens many possibilities in regional and
city-suburban cooperation, in public-private
joint action, and not the least in changing
traditional approaches to state-local rela-
tions, emerge from a coalition of interests
and agendas? The following sections review
the odyssey of the Urban Partnership in
developing the policy options which led to
the legislation. We will see how, through an
unfolding process of research, dialogue,
political pragmatism, public conference ad-
vocacy, negotiations among key actors, and
lobbying, the partnership invented itself and
its programs. (Readers particularly inter-
ested in the policy options developed by the
partnership may wish to skip the discussion
of the evolution of these positions in the
pages that follow, and turn directly to sec-
tion heading, The Legislative Agenda.)
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New Ideas and Virginia's Local
Government Structure

In August of 1993, three central city
mayors: David Bowers of Roanoke, Walter
Kinney of Richmond, and Mason Andrews
of Norfolk met in response to an invitation
by Bowers. The Roanoke mayor had read
David Rusk’s Cities Without Suburbs® and
thought the book’s message especially im-
portant for Virginia's central cities.

Virginia’s structure of local government
offers an unusually clear separation of cit-
ies and suburbs, with important conse-
quences for the state’s central cities. In Vir-
ginia, cities and counties are geographically
separate. Counties begin where city bound-
aries end and there is no functional overlap
of jurisdictions; even school district bound-
aries follow local government boundaries.
In this structure the central cities are de-
nied even the limited benefits of suburban
growth outside their boundaries that accrue
to cities in states where county services are
provided to city residents. In those settings
some cost shifting occurs as service districts
include central cities and suburban commu-
nities. In Virginia, even more so than in
other states, the old central cities have been
left behind, participating only in indirect
spillover benefits of surrounding suburban
growth.

Virginia cities traditionally grew through
annexation, transferring land and its tax
base and population from counties. Annex-
ation battles in the 1950s through the 1970s
were extremely contentious, often embitter-
ing interlocal relations for years. Indeed, in
southeastern Virginia rural counties became
cities in order to forestall annexations, be-
cause state law prohibited one city annex-
ing another. By the late 1970s as suburban
communities located in surrounding coun-
ties became the state’s most populous
areas, the legislature made annexation by
cities more difficult and, in certain circum-

stances, impossible. Finally, in 1987 the leg-
islature established a moratorium on city-
initiated annexation, and since has ex-
tended it three times. The current mora-
torium expires in 2000. In essence,
Virginia’s General Assembly has ended city
annexation, but it has not addressed the
issues about city-suburban disparities
raised by this policy. Fiscal stress in the
central cities, with increasing numbers of
dependent populations with disproportion-
ate numbers of poor elderly and young chil-
dren, is compounded by lagging household
incomes, and by the location of most new
taxable plant and equipment in suburbs.
Blocked by the legislature from expanding
their boundaries, the future economic and
social well-being of the older cities is at risk.

Searching for some means of address-
ing their cities’ needs, the three mayors
wondered if David Rusk’s analysis could
help them. In particular, they focused on his
idea of “elastic” cities, cities able to expand
their boundaries. The mayors decided to
bring their policy experts, city managers,
and city attorneys to a second meeting
where the issues of the state’s control of
local government structure and its conse-
quences for the economic and political wel-
fare of the cities were reviewed. The partici-
pants felt that Rusk’s ideas offered one
important way of talking about these issues.
Another meeting was scheduled, this time
including seven CEOs of large corporations
or banks headquartered in the three cities.

The meeting took place in December
1993. The corporate leaders listened to the
mayors and from their own perspective
added a new dimension to the urban prob-
lem. They expressed strong feelings that
Virginia and its urban areas were not com-
peting effectively in the nation and interna-
tionally. Individually they recounted cases
where in other states where they did busi-
ness local governments cooperated in ser-
vice provision or else actually merged ser-
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vices, including the public schools,
providing more positive business environ-
ments than did Virginia’s urban areas. The
corporate leaders indicated a certain
impatience with the level of interjuris-
dictional conflict they found in Virginia and
indicated their interest in improving the
state’s economic competitiveness by improv-
ing its cities. They noted that the Virginia
Chamber of Commerce had stated the need
to revitalize the state’s central cities. In a fol-
low up meeting in January 1994, the presi-
dent of the Virginia Chamber of Commerce
and his immediate predecessor, the secre-
tary of commerce-designate in the new state
administration, indicated support for the
group’s central themes.

Directed by their mayors, more meetings
were initiated by the city managers. Among the
city and urban county representatives a consen-
sus emerged that a long-term view built around
making the state more competitive could
provide the basis for a new regional initia-
tive; that all issues should be examined and
that a “compelling case” be put together. A
commitment was made to set up a process
to study the issues rigorously. In subse-
quent meetings the expanding group, hav-
ing added officials from three additional
central cities—Hampton, Charlottesville,
and Alexandria—and new representatives
from the private sector, began to pull to-
gether a consensus view linking the Cham-
ber of Commerce’s vision document, David
Rusk’s assertions, the initial research re-
sults from faculty at the University of Vir-
ginia on city-county indicators in the Rich-
mond area, and the work of a 1993 report
of the Governor’s Advisory Commission on
the Revitalization of Virginia’s Urban Areas.
In effect, the working group focused on some
theories and associated data as parameters
to outline their discussions. Two city man-
agers were asked to develop a process and
scope of work plan to bring back to the full
group in March.
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At its next meeting the working group
adopted an initial mission statement and a
work plan to create “...a long-term mecha-
nism to fund the research and development
of urban economic policy initiatives and to
secure legislative and executive action to
achieve implementation of these initia-
tives...”!° The work plan recommended es-
tablishing a continuing forum to discuss
these issues and adoption of an urban policy
agenda and strategy, and identified fund
raising, research development, and plan-
ning functions and recommended that sub-
committees be established. The agenda and
strategy adopted at the meeting included:
recommendations for formally approaching
the state Chamber of Commerce’s executive
board for an endorsement and support; so-
liciting more municipal members; approach-
ing participating municipalities’ governing
boards for contributions of $10,000 each;
approaching leading corporations for sup-
port; establishing the research program;
hiring an executive director for the new or-
ganization; and establishing a communica-
tions program including the announcement
of the formation of the Urban Partnership
in a news conference in early summer.

The working group endorsed this plan
and strategy. In early May, the Business
Council, an informal group of chief execu-
tive officers of the largest employers in the
state, endorsed the new Urban Partnership
and agreed to financially match the contribu-
tions of local governments. Meanwhile, the
group of city managers met to prepare mate-
rials describing the organization, its mission,
structure, calendar, and other details.

Organizing the Partnership

On July 19, 1994 a news conference in
Richmond announced a “partnership for
urban Virginia.” In attendance were repre-
sentatives of the state Chamber of Com-
merce, Virginia Business Council, 11 cen-
tral cities, and one urban county. The press
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release described the partnership’s image
and goals. It was to be joint project with a
limited life—"an 18-month collaborative
effort”—with goals to “promote a better un-
derstanding of how the problems that
plague Virginia's urban areas are eroding
the economic vitality and competitiveness of
the state as a whole, and to develop and gain
passage of a highly-specific legislative strat-
egy that will address these problems in a
manner that benefits all.”!!
From its opening public statement the part-
nership reflected the very interesting idea
that it needed to research and define the
problems it was seeking to address within 18

months in highly-specific legislation. It had
set itself a real challenge.

The new organization began with a large
board of directors (44 members), half pub-
lic sector and half private sector. The board
continued to expand as new cities and coun-
ties joined the partnership. One year after
its founding, 18 of the state’s largest munici-
palities had joined.

An executive committee was appointed,
also with equal private and public sector
membership. The committee hired Neal
Barber, immediate past director of the Vir-
ginia Department of Housing and Commu-
nity Affairs, as its executive director. The
committee set an initial target budget of
$350,000 for the partnership’s activities
which was pledged by board members. Re-
ceipts for the first 18 months totaled over
$400,000, but ambitious research and com-
munications efforts required additional
fundraising efforts.

The Research and
Issues Committee

During the partnership’s first year the
largest workload fell on the research and
issues committee, the committee respon-
sible for developing the partnership’s policy
recommendations. Over the course of a year:

it commissioned a series of economic and
policy research studies; it sponsored two
large well-attended conferences (urban
summits}); it held regional working group
meetings of public and private sector lead-
ers to develop policy options and to synthe-
size all the material generated; and it con-
vened groups of experts to develop the
details of the partnership’s policy recom-
mendations.

Led by one of the authors (Oliver), the
committee began its work in fall 1994 by
soliciting its own members’ opinions about
the urban condition and the future of
Virginia's cities. Initial meetings included
brainstorming sessions about the real
“causes” of the cities’ problems including the
intractable social conditions associated with
the concentration of poverty in central cit-
ies. These broad discussions proved frus-
trating for those public and private sector
executives on the committee interested in
clearly defined problems to which focused
policy prescriptions might be addressed.
Yet the more general discussions on race,
crime, public education, and joblessness
broadened the committee’s view of the
partnership’s agenda. Indeed, realization
that traditional governmental policy options
would have only limited impact on the dis-
mal conditions of concentrated urban pov-
erty gave impetus to the idea that the state-
wide partnership needed to advocate
state-level support for nontraditional poli-
cies. The early discussions about the pa-
thologies of the poorest core city neighbor-
hoods and their impact on perceptions of the
urban area as a whole, for example, focused
the committee’s attention on the issue of
neighborhood development. This direction
became an important recommendation in
the partnership’s legislative package.

Benchmarking

In one of its first meetings the partner-
ship’s executive committee defined “com-
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petitiveness” as an aid to communicating
the organization’s objectives. With the chair
as facilitator, corporate and public sector
leaders put forward their individual views on
competitiveness. Perhaps unexpectedly,
their views complemented one another and
a consensus statement by the chair was
adopted. In the context of Virginia’s urban
areas, after reviewing various elements of
what “competitiveness” meant to the busi-
ness persons in the partnership and what
it meant to the public sector participants,
the following definition was put forward:

(Competitiveness is)...the ability of a metro-
politan area to achieve higher rates of income
and job growth, and lower economic dispar-
ity between its central and suburban sectors
than its major competitors by providing an
attractive business climate and quality of
life.1?

Adopting a definition that could be mea-
sured became a persuasive plank in the ul-
timate model. Virginia has rarely developed
performance measures in its public policy
and this effort may well offer more general
application to other critical Virginia policy
discussions and solutions as well.

The criteria reflect the business and
public sectors’ common interests in mea-
sures of individual and community
wellbeing—calculating personal income
growth and job growth over time. The third
measure, the reduction in disparity in av-
erage personal incomes between core cities
and their suburbs, was suggested by the
results of analyses of census data indicat-
ing widening disparities between Virginia’s
central and suburban communities, and by
Rusk’s contention that avoidance of ex-
tremes of economic well-being among juris-
dictions in a given metropolitan area will be
a positive factor in regional competitiveness.
Published research had indicated that re-
gions with higher levels of income disparity
between core cities and suburbs do less well
economically than regions with lower dis-
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parities within the region.!® Research com-
missioned by the partnership supported
these conclusions within Virginia.'4

== e e ————— T

Table 1:

Benchmarks for Improving
the Competitiveness of
Virginia’'s Urban Regions

Measurable Impact Criteria
(Adopted)

e growth in personal income

* employment growth

e reduction in disparity in personal
income, core city relative to
suburban communities

Additional Impact Criteria
Considered (Not Adopted)

¢ increased tax base
e improvement in the business climate
* improvement in the quality of life
— fosters regional action
— improves the efficiency of
government
— reduces social discord or strife
* deconcentration of the poor.

Other Criteria for Evaluating
Policy Options

* operational feasibility and timing
* political feasibility

* Dbenefits v. costs

* win-win or win-lose context

* short-term v. long-term result

Source: The Urban Partnership. Staff memoranda;
Working papers, 1995.
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Within a few weeks other “impact crite-
ria” for evaluating emerging policy alterna-
tives were suggested by Executive Director
Barber, and reviewed by the research com-
mittee. These criteria are identified in Table
1 as Additional Impact Criteria {(Not
Adopted). In essence the committee decided
to focus on three clearly measurable crite-
ria, indicated at the top of the table.

In addition to the impact criteria, Direc-
tor Barber offered additional feasibility cri-
teria: operational feasibility and timing,
political feasibility, cost and benefits, win-
win or win-lose, short-term or long-term
results. These criteria implicitly had great
significance as the research program turned
into deliberations on policy choices. While
explicit weighing of policy options by the
committee did not occur through a formal
process, consideration of these criteria
guided the committee’s deliberations and
their decisions. Moreover, the partnership’s
final policy recommendations, draft legisla-
tion, and ultimately the new statute,
adopted the research committee’s three pri-
mary criteria as the standard for evaluating
the work of the regional partnerships.

Commissioning Research

Another principle that the leadership of
the Urban Partnership established was that
all conclusion about findings of competitive-
ness and its apparent causes need to be
compelling and backed by rigorous empiri-
cal analysis. This principle was thought
necessary both to hold the interest of the
business leadership and to weather the vi-
cissitudes of the state legislative process.

As one of its first projects the research
committee commissioned studies compar-
ing economic growth in Virginia with other
southeastern states and comparing growth
in Virginia’s metropolitan regions with
growth patterns in a selected set of similar
regions around the country. The Center for
Urban Development at Virginia Common-
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wealth University supported the research
effort which was led by Dr. William Lucy of
the University of Virginia. Lucy’s reports
indicated that Virginia's economic growth
was about average when compared to all
states but that its growth rate had lagged
its peer group of southern states over the
past two decades, and significantly lagged
bordering North Carolina’s rapid economic
growth. Overall, the data supported the con-
tention that Virginia’s metropolitan areas
have a competitiveness problem. Compar-
ing, for example, the three most populous
metropolitan regions wholly within Virginia
and North Carolina from 1970-1990 (ex-
cluding from the analysis the Virginia sub-
urbs of Washington, D.C.), Virginia’s regions
lagged North Carolina’s regions in growth in
personal income per capita, in growth in
earnings per private sector employee, and
in employment growth.!® No Virginia metro-
politan region was found in the top 10
Southern regions ranked based on percent-
age increases in earnings per private sector
employee.!® And only two of six Virginia re-
gions had earnings per private sector job
growth above the Southeast average in
1988.'7 These and other data presented in
reports to the research committee supported
the basic case that Virginia's metropolitan
regions were indeed lagging its neighbors
and offered a factual basis for the part-
nership’s ongoing work.

City-Suburban Comparisons. The re-
search committee asked the university fac-
ulty to investigate claims by David Rusk and
others that suburban communities have a
real stake in the economic success of their
core cities. National data had suggested that
suburban income levels are in fact linked to
the success of the central cities; that re-
gional economic performance is a major fac-
tor in suburban success; and that large in-
come disparities between central cities and
suburbs are linked to lower average subur-
ban incomes. Dr. Michael Pratt of Virginia
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Commonwealth University and Dr. William
Lucy of the University of Virginia were asked
to present their research on this issue us-
ing data about Virginia cities and their sub-
urbs. Their work became a mainstay of the
partnership’s research effort and public
communications programs. Dr. Lucy’s
analyses and graphic presentations docu-
menting the spread of poverty and social
problems from the central cities to the in-
ner suburbs made a convincing case that
Virginia’s central cities and their suburbs
economic and social futures are linked and
that municipal boundaries would not con-
fine city problems within city limits. To the
extent that competitiveness is affected by
the expansion of poverty and of social prob-
lems in urban regions, Dr. Lucy's findings
suggested that Virginia's urban areas were
becoming less competitive than those in
neighboring states. Here, clearly, were re-
search results that confirmed the partner-
ship’s assumptions.

Citizen Attitude Survey. Another
project involved survey research. Soon af-
ter its organization, the executive commit-
tee suggested that a study of citizen atti-
tudes towards the cities might be of great
value in communicating the partnership’s
message to the state legislature. The re-
search committee contracted with the Sur-
vey Research Laboratory at Virginia Com-
monwealth University for a fair-sized study
including telephone interviews with 800
adults plus 6 focus groups. The study was
performed in November 1994, and results,
which generally supported the significance
of the cities to all Virginians, were presented
at the first Urban Summit Conference in
December.

Policy Scans. In October 1994 the re-
search committee approved a set of nine
projects relevant to the partnership’s con-
cerns. Each of these policy scans, as they
were called, was to review both the national
“best practices” in the particular subject
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Table 2:

Reports and Studies
Commissioned by the
Research Committee
(Public Policy Scans)

1. Local Government Structural
Alternatives for Virginia

2. Revitalizing Virginia’s Urban
Government Finance

3. Interjurisdictional Revenue and Tax
Base Sharing

4 Economic Development

5. Violent Crime in Virginia: Policy
Implications for Urban Areas

6. Urban Revitalization for Economic
Competitiveness

7. Urban Poverty

8. Community-Based Economic
Development

9. A Guide to Regional Governance
for Local Study Groups

Source: The Urban Partnership, 1995.

under review, and Virginia’s experience. A
set of suggested alternative approaches was
requested. Projects in the following subjects
were commissioned and performed by aca-
demics and/or nationally prominent prac-
titioners with experience in Virginia. These
studies, several hundred pages long, proved
an ambitious undertaking. They indicate the
scope of the partnership’s concerns in its
formative stage, in effect addressing the
range of urban ills facing the nation. While
a few studies proved valuable to the
committee’s further work, most of the scans
had limited direct impact on the part-
nership’s policy development. They were
suitable for a continuing urban policy re-
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search program, but in the context of the
partnership’s need for deliberate policy
choices suitable for evaluation by the bench-
marks it had established, the policy scans
were too narrowly focused. Accordingly, the
Weldon Cooper Center for Public Service at
the University of Virginia was commissioned
to produce a “synthesis document” pulling
together the recommendations from the in-
dividual scans in a common framework. In
the end the policy scans and synthesis
document raised more questions than they
answered and with limited exceptions did
not form the base for extended deliberations
about policy options. The scans were, how-
ever, valuable in a different venue. They
were well used in the organization of the first
urban summit conference, and other pub-
lic education materials.

Case Studies. Yet another approach
collecting information was made in the form
of specially commissioned case studies of lo-
cal government and private sector interac-
tions in several southeastern cities. Faculty
at Norfolk State University performed the
case studies, the scope of which were lim-
ited by time and funding considerations.
Within these practical limitations research-
ers were able to collect and present back-
ground social and economic data and from
interviews some anecdotal data about the
reasons for the competitive success of those
urban regions. While the restricted scope of
the cases limited the studies, some sugges-
tive information was developed via inter-
views with local leaders in urban regions in
North Carolina about the necessary precon-
ditions for successful regional collaborative
action.

Making Policy Choices:
Regional Meetings

By February 1995, six months after its
beginning, the research committee had com-
missioned and received hundreds of pages
of studies documenting Virginia’s competi-
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tiveness problem and reviewing best prac-
tices in major traditional public policy are-
nas. A clear direction for the partnership’s
policy initiatives had not emerged from these
background studies and the research com-
mittee, facing deadlines, decided to move in
a new direction.

The committee decided to rely on its own
members’ expertise in Virginia local govern-
ment. The public sector committee mem-
bers, city and county managers, took the
lead by setting up four regional meetings to
select policy directions for the partnership.
These individuals invited participants draw-
ing from government, the private sector, or
academia in their region. The policy scans
were made available as background for the
new regional working groups, and the im-
pact criteria and feasibility criteria, the
benchmarks developed earlier, were intro-
duced as practical means for considering
policy options. The program was to bring
together some of the most knowledgeable
people in local government affairs in each
of the state’s four major urban regions for a
few hours or a day to come up with their best
set of policy options. The results were var-
ied and full of content. They formed the
basis for the development of the partner-
ship’s emerging legislative program.

The four work groups met separately in
March 1995. Each group was charged to
develop an “agenda to increase the competi-
tiveness of Virginia’s urban areas.” One
group represented Northern Virginia, the
most populous area of the state, led by the
Washington, D.C. suburbs of Fairfax
County, Arlington County, and Alexandria
city. Another group represented the cities in
the western portion of the state and in-
cluded representatives from the Roanoke
and Charlottesville areas. A third group rep-
resented the state capital region, with mem-
bers from the Richmond and Petersburg
areas. The last group represented south-
eastern Virginia, an urban region including
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These objectives were then translated
into initial policy proposals or a “framework
for competitiveness.” Four proposals were
identified in midsummer:

° regional economic development incen-
tives to encourage localities to function
as integrated political entities;

° increased options for restructuring local
government;

e restructuring service responsibility and
taxing authority between the state and
its local governments; and

¢ continual reinvestment in urban neigh-
borhoods and communities, allowing
each to participate in regional growth.
After the board of directors endorsed the

strategic objectives, the research committee
began developing specific policy options to
be translated into legislative strategies and
proposals for new and modified statutes. An
informal subcommittee led by one of the city
managers, Robert O’Neill of the City of
Hampton, began a new process generating
policy options. At this point the rather re-
flective and research-oriented perspective
that had dominated the committee’s work
was replaced with a strategic task orienta-
tion. In great measure the April meetings
convinced the committee that it was time to
move forward with an agenda addressing the
state’s role in providing competitive urban
regions.

From its beginning the partnership had
adopted the goal of putting legislation before
the state General Assembly for the 1996
legislative session. At a board of directors
meeting in February 1995, the communica-
tions committee noted that it couldn’t de-
velop its lobbying plan until the research
and issues committee finished its work on
developing the appropriate legislative pack-
age. By early summer the gap between the
policy development process and develop-
ment of a legislative package which lobby-
ists believed could be adopted was wide
enough for all to be concerned. Under se-
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vere time pressure a new pragmatic disci-
pline now shaped the development of the
partnership’s agenda; past legislative pack-
ages which addressed many of the issues
which concerned the partnership, and
which had previously considered by the leg-
islature were closely reviewed.

Prior Legislative Initiatives

The 1995 session of Virginia’s General
Assembly saw several initiatives addressing
the regional context for urban issues. The
most important from the viewpoint of the
Urban Partnership enabled local regional
planning agencies to create Regional Coop-
eration Incentive Funds. The fund’s purpose
is to encourage “...inter-local strategic and
functional area planning and other regional
cooperative activities...” The act does not
specify the form of the Incentive Fund, but
directs appropriate executive branch per-
sonnel to develop regulations guiding its
implementation. In this innovation the re-
search committee saw seeds for the creation
of a new program offering strong incentives
for interjurisdictional cooperation within the
state’s urban areas.

The Legislative Agenda

In midsummer 1995 the research com-
mittee set up subcommittees addressing
three broad policy areas: creation of a re-
gional development incentive fund, and re-
alignment of state/local service and taxing
authority; structural options for local gov-
ernment; and neighborhood and community
based solutions. These subcommittees met
in July and August and developed recom-
mendations for changes in state law and
policy to achieve the partnership’s strategic
objectives. Some recommendations were
controversial, particularly a proposal for fi-
nancing the regional incentive fund by pro-
viding for an optional increase in the state
sales tax within metropolitan regions. An-
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15 municipalities and 1.4 million residents.
Each group developed a distinctive set of
recommmendations reflecting the views of the
leaders addressing unique conditions in
their own urban regions. Forming a state-
wide urban agenda to increase competitive-
ness clearly would have to integrate the
perspectives of different urban environ-
ments.

Synthesizing a Partnership Position

In early April 1995, barely two weeks
after completion of the four regional work-
ing group meetings, a two-day retreat was
held to brief the board of directors and to
settle on the partnership’s main policy di-
rections. Attending the retreat were the
partnership’s board and invited mayors and
managers, and the presidents and CEOs
from some of the largest businesses in Vir-
ginia, as well as representatives from small
business and the Chamber of Commerce.

On the first day the participants re-
viewed the results of the regional groups
and, with some difficulty, attempted to de-
fine the most important objectives for the
coming legislative season. More work refin-
ing the options and prioritizing them was
needed.

That evening research committee mem-
bers developed a set of strategic objectives
for the partnership which they presented to
the group as a whole the next morning.
These objectives were designed to order con-
sideration of the partnership’s selection of
particular policy directions. They filled a
need for consensus about the partnership’s
direction, though the 50 board members
were not yet ready to select particular policy
options.

These strategic objectives were refined
and presented at a second Urban Summit
Conference in June 1995 in Norfolk, Va.
Approximately 300 local government, busi-
ness, and professional groups, and civic
association members attended the day-long

Volume 2, Number 1 (Spring 1997)

Regional Competitiveness Act

sessions. Feedback from breakout sessions
was positive, supporting the directions set
out in the strategic objectives. The most
common comment, apart from general sup-
port for the effort, was that the objectives
needed to be filled out with specific policy
proposals, and that the partnership needed
to offer specific recommendations to the leg-
islature.

Table 3:

Urban Partnership,
Strategic Objectives,
June 1995

* Increase the economic performance of
each region and every locality within the
region.

* Decrease the economic disparity among
localities and neighborhoods within
each region.

* Promote regional and neighborhood en-
deavors by revising state and local gov-
ernance structures.

¢ Develop new systems of governance that
utilize partnerships among government,
business, educational and community
leaders.

e Seek solutions that benefit, wherever
possible, all regions and localities of the
commonwealth.

» Provide significant incentives to increase
regional collaboration, remove barriers
to cooperation, and increase regional
options.

Source: The Urban Partnership, Urban Summit
Brochure, June 1995.

13



other controversial proposal called for
changing the state’s boundary laws. Sub-
committees decided to limit their agendas to
the most important issues. In a lively meet-
ing the whole research committee slightly
modified the subcommittee recommenda-
tions, prioritizing them and de-emphasizing
certain controversial recommendations. The
research committee then reviewed the rec-
ommendations with the partnership’s ex-
ecutive board, and after further modifica-
tions to eliminate proposals known to be
unacceptable to key legislators or the gov-
ernor (proposals which if included would
have killed the legislative package), the com-
mittee presented its recommendations to the
full board of directors at a day-long meet-
ing at the end of September. This meeting
was a milestone for the partnership. With a
few changes, deleting the tax increase op-
tion and certain of the boundary change
policy recommendations, the partnership’s
directors adopted the research committee’s
report as the partnership’s recommended
legislative program.

The Regional Development
Incentive Proposal'®

This proposal went to the core of the
partnership’s idea of promoting effective
regional cooperation among local govern-
ments and the private sector. The original
proposal was for significant state-provided
financial incentives ($200 million per year)
advancing regional perspectives in local
government and private sector decision-
making. Its aim was to encourage but not
mandate the formation of functioning re-
gional and metropolitan partnerships across
the state engaging in regional strategic plan-
ning and regional decisionmaking.

Under the proposal the state was urged
to create a regional development incentive
fund increasing in four years to $200 mil-
lion annually to be dispersed by formula to
local governments within qualifying urban
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regions. Eligibility for participation in the
incentive fund would be conditioned on two
basic criteria for the state’s urban regions:
creation of a functioning regional partner-
ship, and completion of a strategic regional
plan and planning process.

Regional Partnerships. Under the
partnership’s policy proposals regional part-
nerships could take various forms from en-
hanced regional planning districts to tradi-
tional nonprofit organizations, to a corporate
style regional “holding company.” The essen-
tial idea required participation from diverse
regional stakeholders, e.g., local elected of-
ficials, and government administrative offic-
ers, civic leaders, business community rep-
resentatives, and representatives from
major local institutions, e.g., higher educa-
tion and local school systems. The intent of
these proposals was to create forums for
regional governance able to join public and
private policies and able to influence public
sector decisionmaking as it affects regional
well being and regional economic perfor-
mance. The proposed legislation did not
prescribe particular partnership structures
and it was assumed that such structures
will vary significantly among the different
urban regions. The regional partnerships
were intended to bring public, private, and
nonprofit sector leaders together to address
important regional issues affecting each
metropolitan area.

The second proposed requirement for
eligibility for the regional development in-
centive fund was a regional strategic plan-
ning process. The regional partnership, that
is, would develop a regional strategic plan
to guide and reflect regional policy develop-
ment and regional cooperative efforts. Each
region would delineate its own program for
achieving its self-determined regional objec-
tives. Each planning process would include
periodic assessments of progress on critical
issues in the form of a regional “report card,”
and each would track the region’s progress
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Table 4:
Proposed Eligibility Points for
Regional Incentive Funds

Regional Revenue/Growth

Sharing Arrangements .................. (10)
Education ........ccccoevviviiiiiiiiiniiiiienne, (10)
Human Services ..........covvvevvvveninnneninnnns (8)
Local Land Use......c.ccceivviiivinenienenenennnns (8)
Housing ........coccoviiiiiiiiiiiiciiiinnininnan.e. (8)
Special Education ........ccccociiveniiennene. (6)
Transportation ........c...ccceveciiciiiieiinninnnnas (5)
Law Enforcement ............ccccvvvivineninnnn. (5)
Economic Development ...........cc........... 4)
Solid Waste ...cocceviiiviiiiiiiiiiiieeienene, (4)
Water and Sewer Services.........coveeuvueen. 4)
COITECHIONS ..vvvvvvrereininiiniiieireeererreennans (3)
Fire Services and

Emergency Services ..........c...cceuee.e. (3)
1) 21 o (= SN (2)
Parks and Recreation ...............ccceevnnen. (2)

Source: The Urban Partnership, Draft Legislation,
October 1995.

on the adopted benchmarks: income
growth, job creation, and reduction in dis-
parity among localities in median family
income.

Eligibility for Funding. In Virginia, as
in most states, political support for regional
governance is weak and state mandates re-
quiring regional approaches to local prob-
lems are unpopular. Accordingly, there were
no mandates in the partnership’s proposals;
they were incentive based, relying exclu-
sively on voluntary participation by local
governments within metropolitan regions.
By creating strong financial incentives for
local government participation and by allow-
ing locally determined strategies to become
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eligible for participation, the partnership’s
design was to attract local government sup-
port for the regional partnership program.

Under the partnership’s initiative, a re-
gional partnership’s strategic plan would be
submitted to a state agency or commission
for approval. The determination of eligibil-
ity for the regional incentive funds by this
agency would follow legislative standards.
This agency or commission would employ
the following criteria and weights in evalu-
ating a region’'s strategic assessment and
plans.

Each region would be required to reach
20 points to be eligible for funding, with no
more than 50% of the total points from
activities in place prior to 1996. In its re-
gional strategic plan each regional partner-
ship would identify regional services it cur-
rently provides and future activities it
intends to undertake. The state agency de-
termining eligibility for incentive funds
would consider the extent to which proposed
activities promote the effective provision of
services and regional approaches to more
fundamental issues requiring regional re-
sponses.

Sorting Out Service Delivery and Tax-
ing Authority. The research committee’s re-
port also addressed the perception by the
business community and local government
officials that the existing pattern of govern-
ment service delivery responsibilities and
taxing authority is less effective than it
might be. The existing patchwork of service
responsibilities evolved in rather an ad hoc
fashion. Current imbalances between ser-
vices which localities are required to provide
and the revenues available to provide them
impede regional effectiveness. Similarly,
partnership members strongly expressed
the view that the legislature should “ratio-
nalize the array of local taxes and review any
adverse impacts on business growth and job
creation, and make them uniformly avail-
able to all localities.”
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In its legislative recommendations, the
partnership asked the legislature to extend
and support its Commission on State and
Local Service Responsibility, and to adopt
changes that rationalize service responsibili-
ties and tax authorities.

The Neighborhood Development
Proposal

The second of the partnership’s legisla-
tive proposals deals with neighborhood sta-
bilization and development. As the partner-
ship focused on regional approaches to
urban problems, relationships between re-
gions and neighborhoods became more ap-
parent. Where past urban policies focused
on declining neighborhoods as targets for
remedial projects, the partnership’s vision
was that urban and suburban neighbor-
hoods are vital elements in the regional
economy that can help or hinder the region’s
wellbeing.

Strategies to assist declining urban and
suburban neighborhoods most fully develop
the partnership’s theme of a collaborative
model that draws upon and combines the
resources of government, the private sector,
the nonprofit sector, and individual citizens.
The key recommendations of the committee
in this area are listed below.

State and Local Development Corpo-
rations. The partnership proposed to ex-
pand the Virginia Community Development
Corporation’s mission to include support for
neighborhood and community revitalization.
The legislative proposal called for increased
authority for the agency to provide financial,
technical, and organizational support to lo-
cal nonprofit corporations supported by lo-
cal governments, the private sector, and
neighborhood organizations. Recommenda-
tions were offered for expanding the mission
state, regional, and local development cor-
porations to address critical neighborhood
needs for housing, risk capital for small
business development, labor force training,
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etc., including issues that cut across local
political boundaries.

Structural Options for
Local Government

Virginia's structure of local government,
with independent cities surrounded by
counties, is unique. While this historic sys-
tem has the advantage of simplicity of struc-
ture (there is no overlap either of local gen-
eral governments or of school districts), the
system does not allow for the orderly expan-
sion of cities. Increasingly, Virginia’s mid-
sized cities suffer fiscal stress and an inabil-
ity to provide adequate services. Because
boundary adjustments under this system
involve counties actually losing land areas,
residents, and tax base to annexing cities,
annexation is exceedingly controversial. For
over a decade the legislature has set a con-
tinuing moratorium on city annexations.
This structure of local government creates
adversarial city-county relations with much
suspicion about future relations. The struc-
ture of local government apart from the
major urban centers in the state (those ar-
eas are not directly affected by this proposal)
thus works against the Urban Partnership’s
theme of regional integration to achieve a
better quality of life and competitiveness.

The subject of restructuring local gov-
ernment proved to be a controversial one for
the partnership. Modest proposals dealing
with specific elements of Virginia’s local
government law were adopted, including
recommendations removing existing barri-
ers to joint revenue sharing and growth
sharing programs, and recommendations as
an extension of its regional incentives pro-
posal, that the state provide financial incen-
tives to localities that consolidate, merge, or
create a regional governance structure. Rec-
ommendations for major changes in state
law affecting city and county relations were
not included in the partnership’s legislative
package.
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Conclusions

Using competitiveness as a metaphor
for healthy communities a powerful coalition
of large corporations, the Virginia Chamber
of Comnmerce, and the mayors and city man-
agers of the state’s largest cities and urban
counties undertook a project to pass legis-
lation offering new directions for the states,
cities, and urban regions. After a year-and-
a-half program of research, policy develop-
ment, and negotiation within its member-
ship, the partnership brought forth draft
legislation for the 1995/1996 legislative
session. An intensive lobbying effort led by
a former governor, Linwood Holton, suc-
ceeded in passing five bills addressing the
Urban Partnership’s recommendations. The
major piece of legislation, the Regional Com-
petitiveness Act of 1996, closely follows the
partnership’s policy recommendations. It is
remarkable that this radical nontraditional
legislation in the contentious area of local
government law did not have a sponsor
30 days prior to its passage, yet it passed
the House of Delegates 96-4 and the Sen-
ate 37-3. Here indeed is a message of hope
for coalitions in other states addressing re-
gionalism before state legislatures.

Because Virginia's legislature made an
unusual $200 million dollar addition to
state formulas for higher education funding
in its 1996 session, it limited its initial sup-
port for the Regional Competitiveness Act to
startup funds. In 1997, the Urban Partner-
ship has set objectives for guiding the
rulemaking process for the new statute by
the administering agency, the state Depart-
ment of Housing and Community Develop-
ment and for raising the funding for the
Regional Incentive Funds to $50 million per
year.
The success of the Regional Competitive-
ness Act will be determined by the quality
of the regional partnership initiatives that
it stimulates around the state. One large
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urban area, the Hampton Roads area in
southeastern Virginia, established its
Hampton Roads Partnership soon after the
passage of the state legislation. Its agenda
includes making its large port the most
competitive in the country, and promoting
regional approaches to tourism and to at-
tracting a national sports franchise. Other
regions are beginning to consider the advan-
tages of establishing regional partnerships
that include new stakeholders and that go
beyond traditional economic development
activities and beyond traditional federal-
and state-mandated regional boards and
councils for categorical programs. The new
statute enables and financially supports vol-
untary innovations in regional governance
in Virginia. It is an experiment in which cit-
ies and suburbs and nongovernmental in-
terests are encouraged, with state incentive
funds, to move toward regional strategic
planning to improve the economic and so-
cial wellbeing of whole regions. It is a very
interesting experiment that may promote
functional regionalism in areas beyond in-
frastructure services, and may promote in-
novations in local government organization
without recourse to unpopular consolida-
tions and regional governments. ]
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