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REFA Madness: Tools for Economic Development
The economic crisis is flipping the priority of new company attraction with the retention and growth of existing business in order to fight unemployment. A strong economic development program still must Retain existing businesses, Expand them, Form or incubate new ones and Attract companies (REFA), but the lowest cost economic development is about keeping what you have, or job retention, as the most important part of that program. Most businesses subscribe to the philosophy that it is easier to keep a current customer than to earn a new one. The same principle applies in economic development. A community’s existing business base represents the best chance for a strong future. A successful business retention program reaches out to companies on many levels to take their pulse and applaud their success. These companies are local neighbors, so a jurisdiction has a better ability to know their needs and can customize government support to meet those needs. Surveys, phone calls and visits from local leaders can often uncover important issues that government can help resolve. While business retention efforts will provide the greatest results in total jobs, expansion, formation and attraction still have a role to play. Some firms are understandably contracting, but others are planning for growth. Job growth in the future will likely come disproportionately from the expansion of the existing business base.  Identification of new business sites, sources of funding for expansion, training opportunities for new hires, and permit fast tracking are all tools to assist business expansion. Every community needs a strong entrepreneurial culture that will enable new businesses to form and grow. They range from home based enterprises, to franchises, to corporate spin-offs. The entrepreneurs that are establishing these new enterprises are often as diverse as the companies they are forming. For most entrepreneurs, the ABC’s of setting up a new business can be daunting.  Government can work with community partners to offer start-up training in the form of seminars or counseling; one-stop shopping for licensing, permits, and registration; and access to financial and legal resources.  Local government can also help to support networking and affinity groups in industry clusters as a way to help entrepreneurs form new businesses. Once considered the backbone of economic development, the days of big-ticket incentive programs to lure firms from one community to another have diminished.  But communities with a strong track record of retention, expansion and formation will find it easier to attract companies because of great word-of-mouth about how business-friendly the community is. Often, the same programs used to help retain and expand existing businesses prepare a jurisdiction to respond quickly to the occasional attraction opportunity that does occur. Action Item: A combination of programs and policies that support REFA, with particular emphasis on retention, gives each local economic development program a unique flavor that reflects its own challenges and priorities. 2010 ELS Trend #3
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