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Background

In signing the Memorandum of Understanding for our technical assistance award with the Northwest
Colorado Council of Governments, Smart Growth America committed to delivering a final report
summarizing the workshop on fiscal and economic health and recommending specific strategies to
implement the region’s economic development strategy. The August 8th presentation at the Eagle County
Administration Building was attended by several elected and appointed officials in the region and some
members of the public. The August 9" workshop, in the same location, was attended by more than 20
elected and appointed officials and other economic development stakeholders in the Northwest Colorado
region.

The workshop presented in Eagle, “Fiscal and Economic Health,” provides an overview of demographic
and market shifts affecting preferences in housing and commerce and the fiscal and economic
development impacts of different development patterns, focusing on the economic development
opportunities and challenges confronted by the region. The workshop’s presentations placed the region’s
economic development effort in a broader context.

The intent of the workshop was neither for Smart Growth America to create a plan nor bind the community
to any particular course of action, but rather to facilitate a discussion within the region about how best to
pursue economic development goals.

Purpose of this Memo

The workshop was designed as an opportunity to further the discussions on how the region might most
effectively pursue an economic development strategy, especially in the context of placemaking and smart
growth. The purpose of this memo is to summarize Smart Growth America’s recommendations on what
action steps the region might take to move an economic development strategy forward.



Smart growth and fiscal and economic health

Communities around the nation are always concerned about their fiscal and economic health. By fiscal
health, we mean a local government’s bottom line: Does the life-cycle cost of new development — upfront
infrastructure, ongoing service provision and eventual repair and maintenance — cost more to the town
than it brings in in tax revenue? By economic health, we mean the general economic well-being of the
community: How does new growth and development add to or detract from the creation of jobs, wealth,
retail sales, etc.?

In approaching these questions in Northwest Colorado and elsewhere, it is important to bear three trends
in mind:

1. Our nation’s demographics are changing in a way that is profoundly affecting the
housing market.

Demographic trends are moving the housing market strongly away from traditional suburban housing. The
two biggest demographic groups in the nation — retiring Baby Boomers and so-called Millenials (18-30-
year-olds) are both expressing a strong preference for a more walkable, urban/village lifestyle. Indeed, a
large percentage of Millenials prefer to live without cars altogether. The vast majority of net new
households being formed have no children at home, and most of them are one- and two-person
households — which are much more likely to prefer a walking lifestyle.

2. The formula for economic growth is changing

Business growth used to be driven by large corporations that operated in a fashion that was both private
and linear. New research breakthroughs occurred in sealed research laboratories controlled by the
companies. Manufacturing and other business processes occurred in assembly-line situations. These
conditions led to cities and communities that featured large, sealed-off campuses (such as North
Carolina’s Research Triangle) and tended to be linear in their arrangements.

Today, business growth is driven by collaboration among many types of entities — private companies,
research institutions, universities, and others — that must interact frequently and work together creatively.
This trend requires cities and communities that encourage interaction and collaboration — the opposite of
the model described above.

3. Suburban development patterns are making it more difficult for local governments to
balance their budgets.

Suburban development patterns require extensive investments in capital infrastructure and ongoing service
delivery. Low-density development requires more infrastructure to serve fewer people and requires service
providers such as firefighters and school buses to travel farther. More compact development patterns
reduce both life-cycle infrastructure costs and operating costs.



A recent study by Smart Growth America, Building Better Budgets: A National Examination of the Fiscal
Benefits of Smart Growth Development, concluded that, compared to conventional suburban
development, smart growth patterns can save up to one-third in upfront infrastructure cost and 10% in
ongoing operating expenses, and can generate approximately 10 times as much revenue on a per-acre
basis.

Not all of these trends will be completely relevant in every situation. But it is important to bear all three in
mind in considering the fiscal and economic health of any community.

Local Issues

The Northwest Colorado region encompasses five counties (Eagle, Summit, Pitkin, Grand, and Jackson)
and 22 cities and towns. The region has a population of almost 120,000 persons sprinkled across an area
consisting of some 6,800 square miles. No single city or town has a population of more than 10,000. It
includes such well-known ski towns as Vail, Aspen, and Steamboat Springs, as well as bedroom
communities and rural towns.

The region is designated as a Planning and Management Region by the State of Colorado and recently
also received designation as an Economic Development District by the U.S. Economic Development
Administration. Eagle, Summit, Pitkin, and Grand counties are highly dependent on tourism, while Jackson
is dependent on agriculture.

Blessed with spectacular natural beauty and abundant outdoor recreation opportunities, the Northwest
Colorado region has many attributes that other regions desire but lack. As reflected in the region’s
economic development documents, these include the following:

Strong tourism amenities

High-quality downtowns and Main Streets in some towns
A highly skilled (if underemployed) population

Affluent retirees

Entrepreneurs

A strong healthcare sector

Renewable energy opportunities

However, the tourism-oriented economy in most of the region has led to low wages, seasonable
employment, and an economy that is often vulnerable to downturns. Among the characteristics the region
lacks, based on its economic development arguments, are the following:

* A diversified economy

+ Steady employment at good wages

* A diverse housing stock in close proximity to jobs
» Adequate transportation infrastructure

* Infrastructure for knowledge-based economy
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* Access to business capital
* Good integration of immigrant workforce

The region has always been able to attract both highly educated young people and affluent older folks,
both of whom seek a high-amenity outdoor lifestyle without expecting good jobs in the local economy.
However, the young educated folks often leave after a few years to pursue economic opportunities
elsewhere, and in some cases the affluent older folks do not make a major financial investment to the
region. Furthermore, as the “place competition” for both groups becomes more intense in the years to
come, the region may not be as competitive as it has traditionally been for those groups.

Action Steps

In the workshop on August 9", Smart Growth America worked with the participants — including elected
officials, town and county staff, and other economic development leaders in the region — to identify two
major action areas: first, a focus on better “built” placemaking (as opposed to the placemaking provided
by nature); and second, a focus on diversifying the region’s economy to make it more sustainable and less
vulnerable to economic ups and downs. These two strategies are obviously related. Better built places are
necessary to create the conditions necessary for a more diversified economy; and a more diversified
economy is necessary to both demand and support better built places.

1. Better “Built” Placemaking

Northwest Colorado is located in a spectacular natural setting. In addition, many of the older towns have
outstanding “built place” characteristics. They are walkable, historic, and well scaled to human activity.
However, many newer communities do not embody these qualities. They are often sprawling and not built
to the high aesthetic character that the region’s older communities embody. The COG and the region’s
communities can take several action steps to encourage better “built” placemaking. These include the
following:

B Acknowledge that the region faces greater competition for “built” places.

It is hard to identify precisely how this “action step” should be taken, but it is necessary for the region and
its leaders to acknowledge that they can no longer take for granted that Northwest Colorado will
automatically attract either millenials (who bring education and ideas) or aging baby boomers (who bring
capital and a sense of community involvement). Nationally, the “place competition” for both groups is
increasing rapidly, as urban and village-style localities around the country are providing walkable
neighborhoods and high-amenity environments. Northwest Colorado must “up its game” in improving the
built environment.

B Highlight great built places in the region



Land use decisions will remain the province of local governments in the region. But the Northwest
Colorado COG can play an important role in highlighting great built places in the region and articulating
what makes them great. This includes not only older towns that are now expensive resorts, but also small
communities throughout the region that have aesthetically attractive and walkable features that could be
replicated throughout the region.

B Document the “return on investment” of new development, rather than merely the
revenue

Local governments often focus on the revenue generated by new development, rather than the actual
“return on investment” (revenue minus cost). Sprawling new developments often create relatively low
property values and high costs, while high-quality walkable places often create the opposite. The COG
should document the costs and revenues of different development patterns in order to highlight the true
cost of sprawling development and develop analytical tools that local governments (which have limited
capacity to do so on their own) could use to assess the revenue and costs of proposed development
projects.

B /dentify and use local real estate development talent available for infill
development.

Because the Northwest Colorado region has traditionally been highly dependent on real estate
development, the region contains highly skilled professionals in development, design, and finance. These
skilled professionals have often applied their skills outside the region; or else focused on greenfield
development. The COG should work with business and development groups to identify this talent pool and
then work with the towns and cities to apply their skills to infill development.

2. Diversify the Region’s Economy

Diversifying the region’s economy beyond tourism requires considerable effort. In particular, it requires the
region and its stakeholders to understand the strengths and weaknesses in the local economy and carve
out a niche role that can sustain economic growth. In large part, this diversification will require the region to
identify “export” industries — sectors that export products and services — as opposed to “import” industries
such as tourism that import visitors and their money. Export industries typically create more stable, better-
paying jobs.

Northwest Colorado already has two assets that most regions strive to obtain — a skilled young workforce
(which typically migrates to the region for quality-of-life reasons, rather than economic opportunity) and
outstanding Main Street-type places. These assets can be leveraged into a more sustainable, year-round
economy with more permanent opportunities if the COG and other economic development stakeholders in
the region take the following steps:

B /dentify and embrace those economic sectors with particular strength in the region



These sectors include not only healthcare, which has been identified in many economic development
documents as an asset, but also sectors traditionally associated with the visitor economy, such as food
and beverage and outdoor recreation. Approached correctly, these sectors can be used to not only
strengthen the visitor economy but also provide opportunities for export-oriented economic activity that will
provide better-paying jobs. For example, outdoor recreation business opportunities may include not only
local outdoor recreation tours and similar opportunities, but also development of new outdoor recreation
products and services that can be exported elsewhere.

B Connect capital and early investors to start-up entrepreneurs in the region

Northwest Colorado contains a large number of young entrepreneurs who move to the region for quality-
of-life reasons but must leave in order to pursue entrepreneurial opportunities. The region also contains a
wide range of people with access to business capital, including those who have second homes, but invest
that capital elsewhere.

The COG and other economic development stakeholders should take every opportunity to connect
entrepreneurs in the region with capital in the region. These steps could include using the desire of capital-
rich folks to teach at local institutions such as Colorado Mountain College as a means of connecting them
with entrepreneurs; establishing a formal network connecting angel investors with entrepreneurs; and
targeting the COG’s own loan programs toward certain export-oriented industries.

B /dentify and promote the niche role of each community

Startup businesses often leave Northwest Colorado because it is believed that the region does not contain
the assets necessary to maintain those businesses. For example, manufacturing businesses often leave
because the towns where the business owners live — often more expensive resort towns — do not have the
land base required to provide manufacturing facilities. However, in many cases, other towns in the region
do have this capacity.

The COG should work with the communities — and the business owners — to identify and promote the
different role each community in the region might play, especially promoting outlying communities with
light manufacturing and other opportunities that require more land than the expensive resort towns can
provide.

B Embrace the region’s niche incubator role

Because of its limited labor pool, its limited land supply, its remote location, and other characteristics,
Northwest Colorado is unlikely to play the same role in economic development as large metropolitan

regions. Start-up businesses may not be able to expand beyond a certain size, leaving them with the
difficult choice of either staying small or moving elsewhere.

Traditionally, this has been viewed as a problem. But the COG and the region should embrace the region’s
niche role. Northwest Colorado can maintain a strong base of small export-based industries in certain core
industries (such as outdoor recreation manufacturing) for those business owners who prefer not to grow
too large. In addition, the region can promote its role as an incubator — a place where entrepreneurs and
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capital come together to create successful new businesses over and over again, even if some of those
businesses leave. An ongoing incubator role will play an important part in providing better-paying jobs and
more economic stability, but economic development efforts must encourage and support the niche,
incubator role. Such a role is also well suited for a region of small towns that have walkable Main Streets,
as entrepreneurs and investors thrive on the informal and ongoing contact that such an environment
provides.

Conclusion

Northwest Colorado is a unique region with a unique set of assets — a spectacular natural setting, an
endowment of beautiful older towns, and human capital of all ages that can provide the basis for a more
sustainable economy. Although the visitor economy will always play a very important — perhaps even
primary — role in the economic life of the region, the region can also leverage the assets it has into a more
diversified and sustainable economy. By focusing on better built places and a niche, incubator role for
businesses that grow naturally out of the mountain economy, the region can complement the visitor
economy with a small and ongoing export-oriented economy that can provide higher wages and more
economic stability.



