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Abstract Universities play a unique role in society, providing a community of experi-

mentation and innovation. Even so, leaders around the world have had to push for uni-

versity primacy to retain competitiveness in the global economy. This paper examines

efforts taken by universities in the United States to evaluate their contribution to economic

development. An emerging role for universities is one of active neighborhood involvement,

in which they are engaged in projects with local communities. These projects include

providing assistance to local firms and policy advice to state and local government, and

getting involved in community outreach. In this role and in an unprecedented manner,

universities are engaging on a wide range of topics with local communities, using these

communities as labs to test new ideas and find better ways to achieve social and economic

goals. This is precisely why it is important to consider the larger role of universities’ in

economic and social development.
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1 Introduction

Universities play a unique role in society, providing a community of experimentation and

innovation. Even so, leaders around the world have had to push for university primacy to

retain competitiveness in the global economy. This paper examines efforts taken by uni-

versities in the United States to evaluate their contribution to economic development.

Universities have long existed as a venue in which novel ideas are developed, philo-

sophical and ethical issues are debated and creativity is rewarded. Universities often have
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progressive policies with regard to wages, salaries and other controversial topics. In

addition, today these educational institutions are places of social and policy entrepre-

neurship. Yet, while universities are idealistic compared to the profit-oriented business

sector and the pragmatic government sector, they are under increasing pressure to make an

economic return to society, which requires many institutions to collaborate with both of

these sectors. This has created tension between universities’ social and money-generating

roles, a tension that compromises their original mission.

Yet, in spite of any diminishment of their original purpose, universities today have a

positive impact on economic growth, channeling funds to their local regions through

student tuition, grants, government funding, and job sponsoring. In many locations, and

depending on their resources and stature, some institutions of higher education have

become the largest employers in their region.1 This is the traditional economic multiplier,

or impact analysis, that treats universities like other businesses: these actions show how the

mere presence of a university is beneficial to a region. In many places, universities are

the great hope for future economic development, recognized by many state and local

governments as important engines of economic growth.

That said, it is important to note that universities are fundamentally different from other

economic institutions because they generate broader economic benefits. First, their primary

mission is teaching and augmenting human capital. This is perhaps the greatest impact of

universities, although the process of education takes time. Second, universities provide

long-term impact through research and subsequent knowledge transfer and technology

commercialization, thus creating jobs and new businesses that promote local economic

growth. Knowledge transfer may be direct through licensing or may be less direct through

partnerships with local companies, through consulting or simply as a result of conversations.

It is also important to recognize that universities cannot make economic changes alone.

In many cases, the socioeconomic conditions in each region have an impact on the ability

of the region to absorb knowledge. Resources in the form of other universities, employ-

ment opportunities, government funding, culture and history all play important roles in the

ability of a region to learn and compete in the global economy. If the ability of other

regional players to absorb the knowledge and know-how of a university is limited, uni-

versities will not be able to prevail as central economic players. Students will be educated

but, if there is no opportunity for local jobs, tax incentives and investments may slip away

as students migrate to regions of greater opportunity. Similarly, university ideas will be

commercialized in distant locations if there is limited local support to start firms, or if there

are no nearby receptive companies. Thus, in the absence of other local committed actors,

universities have become active in providing businesses assistance; in this role, they are

increasingly involved in developing incubators and science parks and engaging in part-

nerships with entrepreneurs and large companies; at the same time, universities are a

source of a wider base of ideas and actions that contribute to the local economy and, unlike

teaching and research, this contribution has not been well studied, even though, increas-

ingly, universities have become major employers in many cities and, consequently, can

affect the stability and vitality of a local economy. This is the traditional ‘‘town and gown’’

debate. Universities can either be good neighbors, making positive contributions, or bad

neighbors, imposing the negative externalities that come with co-location. An emerging

role for universities is one of active neighborhood involvement, in which they are engaged

in projects with local communities. These projects include providing assistance to local

1 Universities differ in terms of their resources, their funding sources, whether they are public or private
institutions, what programs and research level they offer.
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firms and policy advice to state and local government, and getting involved in community

outreach. In this role and in an unprecedented manner, universities are engaging on a wide

range of topics with local communities, using these communities as labs to test new ideas

and find better ways to achieve social and economic goals. This is precisely why it is

important to consider the larger role of universities’ in economic and social development.

2 The history of the university’s roles

The modern university, as it was developed in the nineteenth century, is an important

source of new knowledge and technology, with the potential to be commercialized (Scott

1977). The new model of the university has a public service component, offering a wider

base for research and teaching—both with the power to promote social change. According

to Scott (1977), the service component was a direct result of changes in modern society, i.e.

growth in the number of students and demand for skilled workers. This concept of the

university is not new. In 1963, in a series of lectures at Harvard University, Chancellor

Clark Kerr of the University of California developed the term ‘‘multiversity’’—a university

highly engaged in the economics and culture of society. Kerr believed that universities are

the future of society. As noted in his book The Uses of the University (Harvard 1963),

‘‘What the railroads did for the second half of the last century and the automobile for the

first half of this century may be done for the second half of this century by the knowledge

industry ‘‘(Kerr 1963).

This service component, added to modern universities’ mission, was influenced by a

neo-liberal economic perspective in which universities are evaluated on the basis of their

contribution to the economy. In fact in most countries, universities that rely heavily on

public funding are pressured to ‘‘pay back the community’’ and be a responsible citizen

(Russell 1993). Yet, while training the labor force has always been part of their mission,

this has become extremely expensive. Martin Kenney notes that the training of qualified

labor increasingly requires more investment, which no individual company would support.

Companies do not like to make such an investment if their output benefits other

corporations.

This is a case of ‘prisoners’ dilemma.’ If one company contributes enormous

resources to support and maintain a university, other companies will receive the

benefits of that funding. Therefore, the first company cannot afford to contribute too

much.

(Kenney 1986, p. 32)

Hence, the public sector is increasingly pressured to fund universities’ expenses for

training and research. Martin Kenney, aware of the pressure universities are facing as

providers of the labor force and as creators of ‘‘new’’ knowledge, emphasizes the role of

universities as providers of basic knowledge that may in the future be transformed into a

profitable product. According to Kenney, universities should be free from financial

restrictions, allowing them to conduct research whether it proves useful to society or not.

In any case, the pressure on modern universities to pay back to the community has

created what is known as the ‘‘third role’’ of universities, by which many universities are

now obliged to make a contribution to society through research and development (R&D),

collaborations, and technology transfer with industry (Minshall et al. 2004). Collaborating

with industry is a significant change from the original mission, representing an expectation

of service that many universities are not ready or willing to make. On the contrary, at some
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universities, faculty members resent the idea of making a return on university research—

instead supporting the ideal of the university as an institution free to conduct research in

any field without any other purpose beyond research excellence.

As a response to the pressure to make a return, some universities conducted studies to

show their direct and indirect economic impact. For example, the impact of spending by

UC San Diego in the City of San Diego was $2.275 billion in total spending, 20,790 jobs,

and $1.228 billion in personal income, excluding UC San Diego employees’’(CB Richard

Ellis Consulting 2008, p. 52). Similarly, in 2006, Georgia Institute of Technology reported

an impact of $3.9 billion and 44,425 jobs (Huron Consulting Group 2008). However, there

are many services and activities provided by universities, such as community and volunteer

work that cannot easily be quantified and is not recognized by the public. Even the basic

impact of teaching undergraduate students only recently has been considered as a valuable

service provided by universities. Recognizing the importance of reporting their impact,

some universities have now started to track and capture these figures (State of Iowa Board

of Regents 2006; The ARCHE Report 2006).

3 The new roles of universities

In the late 1980s and early 1990s,the development of the knowledge economy, where

knowledge is a product, led to an increased reliance on universities’ contribution to

financial economic development by way of focusing on outcomes of academic research

(Etzkowitz and Leydesdorff 1997; Goddarrd and Chatterton 1999). As a result, universities

have played a central role in contributing to regional and national economies. While many

universities, such as MIT and San Francisco State University, were created with the

expectation of contributing to local economies, this trend has not bypassed private research

universities (Maurrasse 2001). However, not all universities started as good neighbors.

Many were started on the outskirts of urban areas or in rural areas; in time, they were

incorporated into cities and tensions developed.2 For example, in the past, the University of

Vermont in Burlington, Vermont and Yale University in New Haven, Connecticut were

recognized as not having had good relationships with their communities and limited

engagement in their local economies (Blumenstyk 1990a, b; Breznitz 2007). Given this

situation, it is evident that many local initiatives recently undertaken by universities have

not been purely altruistic. In Burlington, Vermont, changes to its university programs, as

well as changes toward its local region in the 1990s, were the result of conflicts with the

local government over the university’s plan to build a biotechnology research center—

for which local financial support was needed to sponsor its annual operating budget

(Blumenstyk 1990a, b). Similarly forced by circumstances, Yale University engaged in its

local region only as a result of the death of one of its students (Sedgwick 1994; Atlas 1996;

Ball 1999; Breznitz et al. 2008). A university within a city, Yale had to fight local crime to

insure the safety of its students by working with the city to revitalize the downtown area

and help its employees purchase homes in the city. Specifically, a $2 million project in

1993–1994 put streetlights on nearly every corner of the Yale campus; emergency campus

2 In many cases, the tensions between universities and cities developed over the fact that universities are
independent entities. Universities govern themselves; if they are a private institution they also do not rely on
public funding, and even though the city must service the institution, universities as educational institutions
do not pay property taxes.
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phones and electronic entryways were installed (Breznitz 2007). Similarly, other univer-

sities, such as the University of Pennsylvania and Xavier University in Louisiana, have

become more involved in the local community, engaging the maximum number of relevant

stakeholders to work towards improving the surrounding neighborhoods (Maurrasse 2001).

In some regions, universities are a major provider of employment. This is not surprising

in cities such as Cambridge, Massachusetts, Ann-Arbor, Michigan, and New Haven,

Connecticut, where universities control much of the local real estate. But even in devel-

oped urban areas like Pittsburgh, a city previously dominated by manufacturing industries,

the University of Pittsburgh Medical Center (UPMC) has become one of the city’s largest

employers. During the 1950s and 1960s, Pittsburgh’s largest employers were US Steel,

LTV Corp, Crucible Steel and Gulf Oil among others. However, these manufacturers

gradually closed their operations. Beginning in the late 1980s, job growth in Pittsburgh

came from health care, professional services, financial services, and education. The city

has also hosted over a dozen life science start-up companies (University of Pittsburgh

2009). These companies benefit from the knowledge and research experience generated by

the University of Pittsburgh (Gannon 2008).

Thus, universities are major employers across the US. For example, Emory University

in Atlanta, Georgia was the second largest employer in 2008 (Emory University 2009). The

University of Texas was one of the largest employers in Austin in 2002, as was the

University of Pennsylvania in Philadelphia (Ramos 2002; The Austin Chronicle 2002).

These are all large metropolitan centers that have experienced a shift in the workforce from

manufacturing industries (and thus manufacturing jobs) to universities as a steady supplier

of new high growth companies and new technology. As major employers and as innovation

and technology hubs, universities have moved from the traditional role of teaching and

research to providing public policy development, technology commercialization, becoming

more engaged in economic initiatives. With this focus on economic development, uni-

versities have opened new offices or chosen to provide a wide range of services, including

business development, through technology transfer offices, many of which are jointly

sponsored by the university as well as the local government, and even by the U.S.

Department of Commerce.

Figure 1, below, describes the five fundamental roles of the university. In this paper, we

focus on the three newest roles: knowledge transfer, policy development, and economic

initiatives (Table 1).

Knowledge transfer is the third role of universities. This encompasses a wider scope of

university initiatives that contribute to economic growth. Some of the basic technology

commercialization activities, such as licenses and university spinout companies, have been

studied in-depth and quantified in order to demonstrate how universities contribute to local

economic growth (Jaffe et al. 1993; Feldman 1994; Etzkowitz 1995; Felsenstein 1996;

Keeble 2001; Miner et al. 2001; Jensen et al. 2003; Druilhe and Garnsey 2004; Minshall

et al. 2004). By and large, technology commercialization, formalized by Bayh-Dole,

demonstrates a paradigm shift, as universities seek to gain greater relevance. With these

new roles, universities have been working with private-sector firms on an unprecedented

level.3 These collaborative efforts have been frequently criticized. This paper goes beyond

the commercialization of technology to describe how universities are engaging with local

businesses in order to guide organizations to achieve greater development and growth. In

addition, while bricks and mortar are visible, through advising and participating in policy

3 Faculties have been working with industry for a long time, but collaboration has mainly focused on
research. This section discusses the changes toward applicability and commercialization.
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development and implementation, universities are also engaged in communities in less

tangible or more tacit ways. This paper describes how universities can contribute to policy

development through such research projects and policy recommendations at all levels of

government.

One of the more notable roles universities have taken on is evident in their various

economic initiatives. As will be discussed in the following sections of the paper, these

activities are categorized into four programs: (1) workforce development (2) partnership

development (3) community development and (4) real estate development. Through these

programs, universities engage with and nurture the local community, contributing to

economic growth. Workforce development programs involve workforce education and

training. Partnership programs provide opportunities for universities, as social entities, to

connect businesses, not-for-profits, and government agencies so these groups can debate

and collaborate on issues that, in turn, contribute to economic growth. Community

development projects range from working with local community groups to investing

directly in public education through local schools. Lastly, as a benefit to students and

faculty, universities contribute to real estate development in order to improve their adjacent

neighborhoods. In the case of Yale University and the University of Pennsylvania,

Fig. 1 The roles of the university. Universities’ involvement in economic development is taking many
forms
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investment in real estate has expedited the development process and cut much of the local

government’s red tape. In many cases this was undertaken with the cooperation of these

governments. This paper continues by elaborating on each of these new university roles.

We begin with a discussion on knowledge transfer, followed by policy development, and

last we examine universities through economic initiatives.

4 Knowledge transfer

According to studies, universities’ knowledge transfer is the most influential factor that

increases opportunities for technology commercialization. Studies have found that the

success of university commercialization depends on historical, environmental, and intra-

university factors (i.e., institutional incentives and organizational practices) (Kenney and

Goe 2004; Siegal and Phan 2005). Historical factors, which relate to national, international,

and regional policies (i.e., intellectual property rights laws and tax incentives), play an

important role in the ability of universities to succeed in their technology commerciali-

zation and promote relationships between universities-and private sector industries

(O’Shea et al. 2005). Environmental factors, such as the systems of innovation theories that

analyze the relationships between institutions on national and regional levels, depend on

the ability of the institutions to transfer knowledge and hence to impact the ability of a

locality to innovate. Levels of innovation increase through information sharing and col-

laborating with other institutions at a shared location (Nelson 1993). Intra-university

factors (i.e., university technology transfer culture, policy, and organization) are built on

academic prestige, funding availability and networking (Roberts 1991; Clark 1998; Zucker

et al. 1998; Kenney and Goe 2004; Shane 2004; Lockett and Wright 2005).

Universities implement a variety of mechanisms to transfer knowledge to industry. Each

mechanism offers trade-offs with regard to achieving the objectives of the university.

Because knowledge transfer is a relatively new activity for universities, there has been

Table 1 The new roles of the university

University
role

Program Characteristics

Knowledge
transfer

Technology
commercialization

Patents, licenses, and spinout companies transfer knowledge
from the university to private sector

Business assistance Assistance in business education, the writing of business plans,
and assistance with facility

Policy
development

Economic development
and policy research

Research conducted by university faculty and students provided
to state and local government/s

Policy recommendations Using faculty expertise and research to provide policy
recommendations on a variety of issues important to the
economic base of the region

Economic
initiatives

Workforce development Programs to provide new skills or employment and education in
workers’ rights and compensation

Partnerships Connecting different stakeholders to the region in order to
promote local economic success

Community development Improving local business growth and neighborhoods through
entrepreneurship

Real estate development Improving both residential and business real estate in adjacent
neighborhoods
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experimentation in the use of these mechanisms, along with the terms of the agreements

that are made with industry. Formal mechanisms include: sponsored research agreements

with industry; inventions disclosures, patents, licenses of university intellectual property to

firms; and the formation of spin-off companies. Informal mechanisms, such as industry

hiring of students, faculty consulting, and knowledge trading among friendship networks,

also contribute to technology transfer but do not fall under the auspices of the TTO

(Feldman and Breznitz 2009).

Notably, there is also vast differentiation in the ability of technology transfer offices to

commercialize technology. The distribution of licensing revenues is highly skewed, with a

few big commercial successes generating large returns for a small number of universities.

For example, the cancer-fighting drug Taxol, based on intellectual property owned by

Florida State University, has worldwide annual sales worth $1.2 billion and yielded some

$60 million in licensing revenue in 2000 (Zacks 2000). Successes like Cohen-Boyer,

Taxol, Gatorade (University of Florida), cisplatin and carboplatin (Michigan State), and

fax technology (Iowa State) are well-known, but they are exceptional. Most university

technology transfer operations do not break even. Their licensing revenues are not suffi-

cient to cover administrative costs and the costs of filing and maintaining patents. In 2004,

22 out of 145 universities generated 77% of all American universities licensing income.

Importantly, the creation of local spinoff companies is considered the most direct way

for universities to contribute to economic development. University spinoffs tend to be

located in close proximity to their origin university, and, as such, contribute to their local

economy (Feldman 1999; Zucker et al. 2002; Breznitz and Anderson 2006).

Researchers have proposed four ways in which spinoffs encourage local economic

activity. First, they generate significant economic value by producing innovative

products that satisfy customer wants and needs. Second, they generate jobs, partic-

ularly for high educated people. Third, they induce investment in development of

university technology, furthering the advance of that technology. Fourth, they have

highly localized economic impact.

(Shane 2004, p. 20)

According to Cohen (2000), between 1980 and 1999, American university spinoffs

generated $33.5 billion in value added. This contribution related to the long-term impact of

universities, which we referred to in the introduction of this chapter. Other studies view the

creation of a high technology cluster on Route 128 in Boston and Silicon Valley in

California as a direct result of university spinoffs from MIT and Stanford (Saxenian 1994;

Shane 2004). Similarly, the ‘‘Cambridge Phenomenon’’ in Cambridge, UK is considered a

direct result of technology transfer from the University of Cambridge (Segal Quince

Wicksteed 1985; Segal Quince Wicksteed 2000).

Moreover, University spinoffs create jobs. According to the Association of University

Technology Managers (AUTM), American spinoffs companies generated 280,000 jobs

from 1980 to 1999 (Cohen 2000; Shane 2004). Other benefits of university spinoffs include

the development of early stage inventions. According to Thursby and Thursby (2000) these

inventions need large amounts of funding for development and thus larger firms, which,

rather than license inventions in late stages of development, will not license them.

Importantly, spinoffs train students and help in attracting faculty and students (Shane

2004). Yale University made a choice to assist its spinoff companies to locate in proximity

to the university in order to attract both students and faculty. Hence, the university helped

companies to retain incubator space and brought developers to build two science parks in

close proximity to the university (Breznitz, O’Shea et al. 2008).
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4.1 Technology commercialization

Technology transfer offices are the vehicles by which the university moves technology

generated from university research into to the public domain.

Academic technology transfer—the licensing of innovations by universities, teaching

hospitals, research institutes and patent management firms—adds billions of dollars

to the U.S. economy and supports hundreds of thousands of jobs. It contributes to the

spawning of new businesses, creating new industries and opening new markets. Most

important, technology transfer from universities to the commercial sector has led to

new products and services that improve our quality of life.

(Association of University Technology Managers 2005)

An example of one the oldest dedicated technology transfer operations is the Wisconsin

Alumni Research Foundation (WARF), founded in 1925. In 1923 Harry Steenbock, a

professor at the University of Wisconsin, invented a process for using ultraviolet radiation

to add vitamin D to milk and other foods. The discovery had scientific significance as it

virtually eliminated Ricketts, a crippling childhood disease. It also had economic signifi-

cance for Wisconsin’s dairy industry. Steenbock patented his invention independently and

worked with companies and the dairy industry association to commercialize the invention.

The university refused to be involved. To aid these efforts, Professor Steenbock created,

with the help of several alumni, the Wisconsin Alumni Research Foundation (WARF).

WARF’s principal objectives were to seek patents to protect inventions made by university

scientists and to promote the public benefit of these inventions through licensing agree-

ments with companies. WARF filed patents and licensed them out, paying the university

via an annual grant (Apple, 1989). WARF was so successful in achieving public dis-

semination and returning substantial revenues to the university that it became the de facto

model for other universities.

Other universities have established technology transfer offices as early as 1935, starting

with the University of Iowa, followed by MIT (1940), the Kansas State University

Research Foundation (1942), with the University of California system (1950) not far

behind. Notably all of these early institutions were public land-grant universities, as might

be expected given their public service mission.

The pace of TTO’s founding accelerated after the 1980 passage of the Bayh-Dole Act.

Figure 2 presents the number of university offices by establishment date to track the

diffusion of dedicated technology transfer offices. In general, two factors are associated

with early establishment of technology transfer: the presence of a medical school, and the

status of the university as a land-grant institution. It is no accident that the presence of a

medical school would hasten the establishment of a TTO: most commercially valuable

university intellectual property arises from biomedical research (Mowery 1999). By 2004,

virtually all American research universities had established dedicated technology transfer

offices (Feldman and Breznitz 2009).

4.2 Business assistance

Many universities, through their technology transfer offices or other programs they create,

support and promote local businesses. For example, Pennsylvania State University offers

consulting services and educational programs to entrepreneurs looking to start or grow

small businesses. Virginia Tech’s Technical Assistance Program, offered through Tech’s

Continuing Education unit, connects businesses with expert faculty advice.
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Further business assistance is delivered through incubator and science parks developed

and located in close proximity to universities.4 The University of Arizona Bioscience Park

provides a separate facility designed especially for companies working in biosciences,

biotechnology, life sciences and pharmaceuticals. MIT leased the land on which ‘‘uni-

versity Park at MIT’’ was built. Today this park houses mainly biotechnology and phar-

maceutical firms. The Southeast Missouri State University Innovation Center offers

business incubator space, entrepreneurial training, business development services, tech-

nical oversight and easy access to services needed by start-up entities. As stated on its

website:

The focus of the center is to eliminate the wide gap in average per capita income in

Southeast Missouri as compared with the state as a whole by assisting entrepreneurs

in creating new businesses that will grow and produce quality, lasting employment

opportunities to boost local economies. The focus of the Southeast Innovation Center

is to develop and maintain entrepreneurs and their businesses.

(Missouri State University 2008)

Some programs focus on a particular industry. Starting in 1976, the Auburn Technical

Assistance Center focuses on manufacturers and service industries, providing services to

improve their performance utilizing the expertise and resources of Auburn University.

Specifically, the Center offers companies or organizations consulting services, training in

lean manufacturing, and in the Six Sigma Program that aims to improve productivity

(Auburn Technical Assistance Center 2009).

Fig. 2 Growth in the establishment of technology transfer offices after Bayh-Dole

4 Some incubators and science park are owned or partially owned by the university. Others are private but
still located in close proximity to the university.
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5 Policy development

Policy development is one of the most common roles for universities with regard to

promoting economic development due to their multifarious nature and the range of experts

who work in these various specialized fields. Many academics are individually involved in

policy research and development. Therefore, it is not surprising that some universities

choose to form taskforces that improve the local economies by means of policy-decisions.

Moreover, many universities now find themselves as a major employer in their respective

regions, which means that they have an interest in being involved in the development of

local and national policy. This role can be divided into two categories: policy research and

policy recommendations.

5.1 Economic development research

An emerging role for universities is economic development research, which stems from

their traditional research role. Thus, it is not surprising that the majority of university

research centers dedicated to economic development also have research projects that look

at these issues: by linking research to economic development, universities can improve

their local communities by focusing on their community’s needs. There are many examples

of this kind of endeavor. One is the Virginia Tech/Office of Economic Development,

which conducts feasibility and economic impact studies, sustainable development, com-

munity entrepreneurship, and industry cluster analysis and specific industry-based research

projects. Currently, Virginia Tech and Virginia Commonwealth University have been

asked by the county to determine the future of the Cobb Creek Reservoir. Using data

analysis and survey methods, the Office of Economic Development will determine whether

the reservoir will be used for recreational, commercial, or residential development.

The University Center for Economic Development (UCED) at the University of

Nevada, Reno was established in 1992 in response to the growing need for economic

development research, technical assistance, and educational services within the state. Its

objective is:

Fostering economic development throughout Nevada by making the extensive

resources of University of Nevada, Reno available to organizations and areas that can

benefit from job and income creation and job retention efforts.

(The University of Nevada 2008)

One of the projects conducted by UCED was an analysis of the impact that the closure of a

power plant will have on employment in the Laughlin area. The analysis determined that

the salary of 300 employees, along with local business income that amounts to $20 million

in goods each year, will be lost with the plant’s closure. However, these losses can be

recouped by an increase of visitors to the local casinos, the second largest industry in the

region. However, it was concluded that the economic dependencies of the area are

weighted on a narrow base, and that diversification is needed in order to improve economic

stability (Borden and Fletcher 2002).

In January 2008, the Office of Economic and Policy at the University of Arizona

conducted a study of the concentration of optics firms and organizations in southern

Arizona. The purpose of the study was to examine the industry, which included the newly

developed field of nanotechnology, to reveal the challenges facing these companies. The

report provides four recommendations to ensure the stability and success of this industry

cluster: (1) the creation of a taskforce to develop education and training programs; (2) the
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implementation of market development programs; (3) provisions for funding of basic and

applied research in optics and nanotechnology; and (4) provision of better services for

cluster members. These different research projects locate universities at the hub of inno-

vation. Furthermore, the combination of economic debate and links between universities

and local communities can promote economic growth.

5.2 Policy recommendations

It is not surprising to find that universities are involved in policy development: individual

faculty members around the world are participating in policy analysis. Even so, there are

not as many universities that dedicate centers and resources to the field of policy. We found

examples of such centers at several universities, both public and private. For example, the

University of Arizona has been providing reports for town hall debates, with background

reports prepared by the Office of Economic Development (OED), which assembled a team

of experts from across the university. In recent years, contributors have come from the

School of Family and Consumer Resources, Water Resources Research Center, Udall

Center for Studies in Public Policy, Drachman Institute for Land and Regional Develop-

ment Studies as well as OED. These background reports serve as policy primers on

Arizona issues, including recent policy discussions of aging, water management, growth

and environmental preservation, youth at risk, and free trade in North America.

In this way, in their efforts to contribute to local economic growth, universities are

working on current issues that will benefit the local community. For example, at the

University of North Carolina in Chapel Hill, the Environmental Finance Center is working

with water systems utility companies and local counties to develop a water protection plan

for surface water and groundwater. The outcomes of this study will become policy that

outlines activities and approaches that communities may take to reduce and control

existing threats to the water supply now and in the future.

6 Economic initiatives

Examining the economic initiatives undertaken by universities, we find that educational

institutions have been engaged with their local communities since the late 1860s, following

the Morrill Act of 1862 and 1890 (Mowery 1999; O’Mara 2004). The development of each

of these programs was influenced by various historical and local conditions, i.e., the death

of a Yale student in New Haven, CT, in contrast to local governmental pressure in

Cambridge, Massachusetts and to real estate issues in Burlington, Vermont (Blumenstyk

1990a, b; Blumenstyk 1990a, b; Breznitz 2007). However, all of these programs—as

evident in workforce initiatives, business communication and accessibility, and revitali-

zation of neighborhoods and city centers—have contributed to economic growth.

6.1 Workforce development

Workforce development initiatives provided by universities in support of economic

development can be seen through training programs that reach out to the local workforce.

Moreover, we find universities direct their student recruiting efforts at the local commu-

nity, with an emphasis on recruiting minorities (Rodin 2007). This is a change in attitude

for many urban universities, which previously outsourced area recruitment and provided

only low paying part-time jobs for the local unskilled community (Maurrasse 2001).
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Many universities have created programs that contribute to employment in their

respective regions. Programs primarily sponsored by local governments in collaboration

with local universities can provide: on-the-job professional training, continued education

classes, technical training, and profession-specific training. From our analysis, we found

that there are a variety of programs directed at private-sector employees, individuals and

unions. For example, the University at Buffalo in New York State offered Six Sigma Black

Belt training through the Center for Industrial Effectiveness (TCIE). These classes focus on

improving business performance. After this training, it is anticipated that participants will

return to their respective companies and apply the tools and methodologies learned.

Oklahoma State University offers a free certified Nurse Aid Training Program. This is

gratis based on the condition that participants will agree to work in a long-term care facility

following the training. At the University of Massachusetts in Lowell, the Labor Extension

Program offers customized training and education programs for local unions and labor

councils, and a variety of open enrollment classes, conferences, and seminars. Some of the

issues covered in these educational forums include: (1) Strategic Contract Campaigns and

Contract Bargaining (2) Dealing with Changing Technology and Work Restructuring

Programs, and (3) Leadership Development.

6.2 Partnership development

Development of high-technology industries often requires multidisciplinary knowledge;

thus, it is necessary to bring together many experts from different fields. Lawson and

Lorenz (1999) believe that these processes occur in high-technology regions as a result of

accidental meetings and labor mobility that brings together individuals with different

expertise. Moreover, individuals who participate in these processes also study or work at

the same university, which allows them to work collaboratively to create new techno-

logical concepts. There are many ways such an interaction can occur. Most notably are the

following two venues for interactions: (1) inter-firm collaboration or labor mobility, and

(2) a central institution such as a large producer or university. Lawson and Lorenz (1999)

expand upon the significance of such interactions between participants and the venues in

which they are facilitated:

In some cases this shared knowledge will be unique to particular product areas and

will have emerged from a rich history of local interaction between users and pro-

ducers of the technology… In other cases the critical factor may be the way the

multidisciplinary culture of a local university, combined with a history of spin-offs,

serve to diffuse it widely amongst local producers.

(Lawson and Lorenz 1999, p. 312)

Keeble and Wilkinson view these institutions as ‘‘regional collective agents’’:

The most obvious are major universities characterized by either liberal or techno-

logical cultures, but major public sector research institutes, and large private tech-

nology and R&D consultancies, also appear to play an important role in certain

cases.

(Keeble and Wilkinson 2000, p. 203)

Universities provide a venue where local firms meet, collaborate on, and share ideas that

ultimately can result in collective regional learning. Those involved with universities share

a common culture from which to operate, creating a labor force with a shared emphasis on

a production problem, or entrepreneurs who bring together university and private sector
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innovation. Furthermore, the university is a physical meeting space in which seminars,

conferences, and workshops are held.

Our research points to the fact that universities offer a variety of programs that promote

partnerships between government organizations, private firms, and universities, and also

encourage economic growth on a regional, national, and international level. For example,

to combat the problem of the all-time highest level of unemployment (3.4 percent) in the

Texoma region, Southeastern Oklahoma State University and Southern Workforce Board

and Workforce Solutions Texoma formed the Texoma Regional Consortium Steering

Committee to address the shortage of adequately trained workforce members. Interestingly,

this collaboration, which takes place within the local university, includes a two-state

regional workforce and economic development coalition. Developing a working plan, this

consortium, which called for consensus at all levels of the bureaucracy, resulted in a

regional economic development plan, and healthcare and educational summits. Identifying

seven strategies for the region, these efforts recently won national and international awards

(Taxoma Regional Consortium 2009).

Similarly, in 2006, Xavier University in Louisiana collaborated with Seedco, a national

technical assistance-to-community-development program, created the Xavier Triangle

Neighborhood Development Corporation (XTNDC) in New Orleans.5 Acting as a channel

between the residents, the university, and local businesses, the organization promotes such

issues as economic development, home ownership, and neighborhood revitalization

(Maurrasse 2001).

On an international level, the University of Arizona’s Global Advantage Program,

established in 2008, is composed of a network of cities and regions working collaboratively

to enhance mutual technology-based economic development. Cities involved in this pro-

gram include: Tucson, Arizona; Ottawa, Canada; Manchester, England; and Berlin, Ger-

many. While the current focus is on optics and the solar market, this program demonstrated

its success recently with the opening of a production facility for a Berlin-based firm in

Tucson. Through the program, different organizations in participating cities create con-

nections among their governments, research universities, research parks, business incu-

bators, and technology companies to foster new research, technology, connect with global

clients and suppliers, and reach new markets. In particular, the university creates alliances

with other universities’ research labs, government agencies and industries in partnered

cities.

6.3 Community development

Community development programs at universities focus on economic and social projects

that can help improve the local neighborhoods and region. Programs are run by different

community groups in cooperation with a center or faculty at the local university. For

example, the Carnegie Mellon University Center for Economic Development assists the

University of Pittsburgh’s Center for Social and Urban Research (UCSUR) in its operation

of the Pittsburgh Neighborhood and Community Information System (PNCIS). PNCIS

analyzes neighborhood conditions. The information collected by the PNCIS helps com-

munity leaders promote neighborhood investment and improve communities.

5 While providing fiscal funding and a location, the university holds only one-third of the seats on the
XTNDC board. This way the university does not control the board and sees itself as another player in the
community.
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Another example of a community development program can be found at the University

of Northern Iowa’s Institute of Decision Making. A team of advisors from this institute

provides guidance to public and private organizations with regard to improving economic

development. The unit promotes economic development through courses and partnerships

with the local community on problematic issues.

Some universities are involved more comprehensively in the local community through

initiatives that devote resources to local schools. The University of Pennsylvania’s Center for

Community Partnership6 has helped to develop a program through which the university has

been instrumental in establishing schools as a central meeting place for the university and the

local community. Through the center, the university has also created a special volunteer

program called Volunteers in Public Service (VIPS), which coordinates the volunteer work

of students, faculty, and alumni who teach different programs at the local school system. In

addition, as its flagship program, the university has also established the Sadie Tanner Mossell

Alexander University of Pennsylvania Partnership School, built on university-owned land

and funded by the Philadelphia School District. The university undertook the planning and

management of this school, providing its operating budget of $700,000, annually, over a

period of ten years. In the end, the university chose to create a public school that served the

local community by partnering with both the school district and the teachers’ association.

Through this partnership, the program provides assistance to the nearby Henry Lea

Elementary School for three years to reduce the number of students per class.

6.4 Real estate development

Universities are increasingly involved in the urban development of their cities. Their

reliance on university research for economic growth brought funding to and expansion of

university facilities. Wiewel and Perry write that

the urban location and the centrality of universities to the nature and well-being of

cities means that cities and countries can be expected to turn to their universities as

part of strategies to respond to the new challenges and opportunities that global

economic competition poses for urban regions.

(Wiewel and Perry 2008, p. 304)

For inner city universities, it is fundamental to work with local authorities in order to

expand, and to take a central role in the decision-making process. By focusing their

economic development efforts on Georgia Institute of Technology (Georgia Tech), Atlanta

business leaders invested in suburban research parks, marketing the suburbs to attract

scientists to the area. This resulted in an expansion of the suburbs and the development of

science parks in the north of the city. However, factors such as racial tension and poverty in

the city, tight financial control by state officials, and conflicting priorities between state

government (i.e., focus on overall state projects) and local governments (i.e., specialized

projects) have damaged the city’s development options. Unlike Stanford University, where

the university decided to build a science park in close proximity to the university, the

leadership of Georgia Tech was ineffective in developing inner-city high technology parks.

Thus, while the university has influenced the development of the city, most of the changes

have occurred in the suburbs. As a result, Atlanta has not developed a high tech region on

par with the Research Triangle in North Carolina or in Austin, Texas (O’Mara 2004).

6 The Center was created as a response to poor neighbourhood relations during the 1960–1970s’ rede-
velopment and campus expansion efforts.
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In another example, Yale University, which owns a large part of downtown New Haven,

Connecticut, decided to invest in some of these properties to make the area safer and more

livable. So in its Broadway Street properties, Yale created a mix of both local businesses

and national chains—transforming the area into a vibrant shopping and late-night enter-

tainment district (Breznitz 2007).

Similarly, with their growth strongly supported by state policymakers, Georgia Institute

of Technology in Atlanta and the University of Texas in Austin have had a positive

influence on the development of their respective downtown areas as an extension of these

cities’ political and racial debate (O’Mara 2004). Harvard University and the Massachu-

setts Institute of Technology (MIT), located in Cambridge, Massachusetts, and Cornell

University in Ithaca, New York both hold annual meetings with their respective local city

governments in order to coordinate their actions and provide financial contributions in

return for city services (Blumenstyk 1990a, 1990b; Breznitz 2000). At MIT, University

Park, a mixed-use real estate development, built privately on MIT-owned land, negotiated

with the city to provide approximately 22% of 700 multifamily housing units as affordable

and moderate rate housing. Moreover, open spaces and parks for the benefit of the general

community are included in the areas of the park (Forest City Enterprises Inc 2008).

Many universities choose to improve their local regions and economies through housing

programs that provide opportunities for university employees to purchase housing. Moreau

and Forrant (2008) provide examples whereby universities have provided economic

development through such housing programs as:

6.4.1 Clark’s University park partnership

• Renovated more than 200 apartment units in Worcester’s Main South neighborhood.

• Sold 30 newly built homes.

6.4.2 Trinity College’s Trinity/SINA neighborhood initiative

• Built 64 homes in Hartford.

6.4.3 University of Louisville (HANDS and SUN initiatives)

• Built 46 houses and 17 apartment buildings.

• Renovated three major apartment complexes in the city’s East Russell neighborhood.

6.4.4 UPenn (West Philadelphia):

• Renovated an abandoned General Electric plant in its surrounding University City

neighborhood into the 282-unit Left Bank apartment complex.

• Renovated 20 houses and created a neighborhood housing preservation and develop-

ment fund administering more than 200 rental units.

6.4.5 Northeastern University (Davenport Commons)

• Development created 75 new affordable housing units in Boston’s Lower Roxbury

neighborhood.
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Moreover, both Clark University and Penn encouraged their employees to purchase houses

in proximity to their campuses (Moreau and Forrant 2008).

7 Conclusion

This paper analyzed the expanded roles of the university in economic development. We

find that universities increasingly engage in activities to impact social development and

economic growth. This is particularly interesting at a time where universities are facing

pressure to make a financial return. Thus, it is intriguing to understand and appreciate how

many efforts and resources universities place for activities that contribute to their local

communities but cannot be quantified to show a return.

Not all universities’ involvement in the local community is altruistic. They either have a

specific problem they need to resolve or they become a central player in their region. As we

have seen with the examples of Yale University and the University of Pennsylvania, losing

students and faculty to a degrading neighborhood promotes concern within local regions.

However, as in both of these cases and others we have discussed, universities went beyond

a solution to their particular problem and chose to make a conscious contribution to these

regions. Moreover, becoming major employers in their region, universities became further

involved in the local policy and economic debate.

Even with knowledge transfer, which has come to be known as the third-role of uni-

versities following teaching and research, universities have taken on an extended role to

make specific contributions to economic growth, moving beyond the traditional idea of

commercializing technology, to ensure the development of a local industry. Universities

directly assist local companies, with and without any past connections to the university

(Georgia Institute of Technology), promote the localization of university spinouts (Yale

University), play a central role in creating partnerships (Oklahoma State), and promote

entrepreneurship (MIT). All of these services require universities to maintain close and

continuous relationships with both governments and businesses.

Yet, we must ask, are we not are expecting too much of our universities? Initially, when

universities were created, they were havens of free-thinking and technological progress.

These achievements were based on a free hand and separation from the daily concerns of

both public and private organizations. Yet and through two world wars, the Cold War, and

now with globalization, there is constant pressure on universities to work on applicable

research and to focus their teaching and research efforts in ways that have a direct impact

on their local regions, and, in turn, regional and national economies pressure universities to

become leaders in today’s global market (Sainsbury 1999). These new responsibilities

place universities in a Catch 22: we expect universities to think outside the box, continuing

their social and technological innovation, and we also expect them to make direct con-

tributions to their local and national economies. This may be too much. Further studies on

the influence these new roles have on universities and their local regions, and an impact

study on what better serves the community, should be undertaken to allow universities to

direct their efforts and resources to the most needed areas.
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