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        Moving from Decline to Revival in Post-Industrial Cities:

An Examination of Why Baltimore’s Tourism Strategies Do Not Work

I. INTRODUCTION

The decline of long established economic activities in the industrial sector since the 1970s has brought economic and physical decline to cities.  Unemployment, obsolete infrastructure, polluted environment, and loss of mid-income inhabitants are some of the problems cities in North America and Europe have faced in recent decades.  To mitigate the negative effects of the economic and social changes associated with the de-industrialization process policy-makers generated a broad array of urban policies in the 1980s, targeting downtown as a center for service and leisure activities.  In the 1990s, new structural changes in production and consumption, the globalization of the economy, and the high competition among places to capture tourism revenues and middle class residents increased the number of urban policies and institutional arrangements oriented to the development of urban tourism as a source of economic, social and physical urban revitalization.  

In the United States, urban redevelopment has become even more complex than in Europe due to suburbanization.  US cities struggle not only among themselves but also against their own suburbs to re-capture employment and middle class residents.  In this context, recent literature emphasizes the dependency between the city and its suburbs and the comparative advantage of the city as a center for cultural and leisure production.  Ihlanfeldt (1995) points out that the economies of suburbs are dependent on their central city because the image the central city projects influences perceptions of its suburbs.  Additionally, the central city can provide valued amenities to the suburbs and a sense of place.  Cities enjoy a high concentration of leisure services, especially in the cultural sector.  Strom (1988) notes that although corporations operate globally and that elites for the most part have abandoned the city, urban cultural projects have found major support among corporations and wealthy suburban residents.  Strom explains this phenomenon asserting that the same mixture of self-interest and community spirit that motivated earlier donors still prevails, and that corporations consider that the reputation and success of the central city can affect their business prospects.

Within this context, since the early 1970s, governmental and non-governmental city and regional agencies have target tourism as an engine for Baltimore’s urban redevelopment.  After thirty years of influential urban policies aimed at attracting investment to the downtown waterfront, the Inner Harbor has become a successful tourist and leisure destination.  However, despite the increasing number of visitors to the Inner Harbor, Baltimore city faces major economic and social problems.

Tourism as a tool for urban redevelopment has generated contending visions among scholars and policy-makers.  The political economy approach examines the economic and social impacts of tourism as an urban regeneration strategy for local residents.  From this perspective, one line of reasoning argues that the development of tourism is positive due to the fact that tourism is an export-based industry, promoting local economic growth.  As such, tourism introduces a multiplier effect into the local economy that involves not only the formal economy, but also informal production and households.  In this line of argument, scholars stress that tourism is one of the remaining industries that assimilates the unskilled labor force and that the tourism industry has a low capital cost of job creation.  Under this approach, tourism is presented as a key industry for developing and rehabilitating cities (Duffy 1995; Kearns and Philo1993; Kotler et al., 1993; Law, 1993 and 1995; Shaw and Williams, 1994; Smyth 1994). 

The competing view within the political economy approach asserts that the multiplier effect on the local economy does not occur, but rather, dominant corporations and businesses capture the economic benefits.  In this sense, public investment for the creation of tourism infrastructure benefits developers and the social groups better positioned in society – the upper and middle classes.  Not only does public sector support for tourism policies not benefit poor and low-income citizens, but it also provokes gentrification (Davis, 1992; Hall and Lew, 1998; Holcomb, 1993 and 1994; Judd, 1999; Smith, 1996; Walton, 1997).  

From a cultural perspective, American scholars are highly critical of urban tourism (Boyer, 1992; Sorkin, 1992; Zukin, 1992).  Analyzing the symbolic and cultural consequences of urban tourism environments on visitors and residents, they stress issues of commodification, promotion of false identity and homogeneity among places.  Scholars argue that urban tourism facilities and infrastructure, such as waterfronts, marinas, re-makes of old historical downtowns, recreate built environment and cultural themes in a simplistic manner out of context (Sorkin, 1992).  These facilities create an anti-geographical space that extracts, reduces and re-combines cultural and historical elements (Boyer 1992; Zukin, 1992).  Scholars also emphasize that urban spaces catering to tourists generate or reinforce gated spaces and loss of public space (Davis 1992; Sennett, 1990; Sorkin, 1992; Zukin 1992).   Regarding cultural tourism promotion, scholars assert that the promotion of arts and culture in downtown has a political dimension that stresses social harmony while maintaining limited economic and social expectations for local residents.  Harvey (1989) denounces this phenomenon as a triumph of aesthetics over ethics. 

Mirroring the debate among scholars, Baltimore’s tourism development has generated two opposing perspectives: the successful redevelopment and the fiasco.  Baltimore's downtown redevelopment was aimed at increasing the city’s tax base by attracting tourism and high-income shoppers and creating service sector employment.  The defenders stress that tourism and leisure strategies have brought suburban residents back to the city, have helped to change the city’s image, and after the decline in manufacturing jobs, have provided jobs for residents (Breen and Rigby, 1994 and 1996; Berkowitz, 1987; Brambilla and Longo, 1979; Craig-Smith, 1995, Hoyle, 1988; Norris, 2000).  Critics claim that the redevelopment has created few jobs for the downtown residents if any, has caused gentrification, and has been excessively subsidized by the public sector (Hula, 1990; Harvey, 1991; Levine, 1987, 1999 and 2000; Judd 1999). 

The objectives of this paper are to investigate the development of tourism policy and industry in Baltimore, to evaluate the policy outcome as a source of urban economic and social redevelopment and to draw policy recommendations.  The study relies on primary data obtained through field research in Baltimore in the spring of 1999.  The primary data includes interviews with members of downtown business organization, the City Council, unions, business leaders, journalists and scholars.  In addition this paper analyzes many secondary sources published by governmental and non-governmental city agencies as well as journal articles. 

To place Baltimore’s tourism industry in context, the next section describes the socio-economic characteristics of Baltimore City and its region.  The following section analyzes the characteristics of Baltimore’s visitors.  The third section studies the features of Baltimore’s tourism products, distinguishing among four strategies: mass consumption/mass entertainment, sports, convention center and hotel strategy.  The next section analyzes the features of Baltimore’s tourism policies, giving special attention to key agents and the dynamics of the decision-making process.  The following section highlights the advantages and shortcomings of the city’s tourism strategy.  Finally, the paper concludes with policy recommendations.
2. PROFILE OF BALTIMORE CITY AND ITS REGION

Founded in 1729, Baltimore city became economically active after the Revolution, when the expansion of the economic base and the freedom of trade attracted merchants and investors to the city.  By the end of the eighteenth century, increasing population and capital and a strategic port location with close proximity to inland markets helped Baltimore to become a major commercial city.  In the mid nineteenth century, the Baltimore and Ohio Railroad opened Western US markets to local merchants. The trade networks helped the city to develop its industries, which included cotton and flour-mills, clothing industry and canning of oysters.  At the beginning of the twentieth century, the industrial base of Baltimore was diversified, as Baltimore developed a heavy industry with foundries and factories for the manufacture of tinware, copperware and sheet ironware.   By the 1930s, Baltimore had become the seventh largest manufacturing center in the U.S. (Olson, 1997).

Baltimore maintained an active port and industrial base until the mid 1950s, when the city’s economy began to decline.  Three decisive factors contributed to the city’s change: the suburbanization of industry and affluent population, the immigration to the city of poor, rural African-Americans from the South, and the shift of port functions to deeper waters down the bay (Harvey, 1991). 
After World War II, and following the general pattern of American industrial cities, Baltimore suffered an economic and demographic decline.  In 1950, about one-third of all Baltimore employees worked in manufacturing.  Between 1950 and 1970, the city lost a third of its industrial base (Levine, 2000).  From 1970 to 1987, Baltimore lost 47,000 jobs, mainly in the manufacturing sector.  By 1987 manufacturing captured 15 percent of Baltimore’s jobs, while services captured 39 percent of total jobs.  By 1996, manufacturing represented only 11 percent of total jobs, while services reached up to 49 percent (County Business Patterns, 1987 and 1996).  

Baltimore’s economic decline was accompanied by demographic decline.  From the 1950s to the beginning of the 1990s, Baltimore’s population dropped from 950,000 to less than 750,000 inhabitants  (Hula, 1990).  The representation of ethnic groups in the city also changed radically since the mid twentieth century, moving from a predominantly white population, 76 percent in 1950, to a predominately back population, 60 percent in 1990.  This shift in racial composition is the result of both white migration out of the city and African-American immigration to the city.  From 1950 to 1990, Baltimore’s white population declined by 436,000 inhabitants (U.S. Bureau of Census, 1990).  Population projections estimate that Baltimore’s population will continue to fall until 2020, when it will stabilize around 623,000 residents.  By that time, the Baltimore region, the city and its five surrounding counties, will have reached more than 2,704,000 inhabitants, which represent 15 percent increase from 1990 (Maryland Office of Planning, 1998).

The increasing population of Baltimore's region correlates with the positive economic performance of Baltimore's surrounding counties: Anne Arundel, Baltimore County, Carrol County, Harford County and Howard County.  The region is the twentieth wealthiest metropolitan region in the US with an economy well integrated with Washington metropolitan area (Rush, 1996).  The Baltimore region has made a successful transition from a manufacturing-based to a service-based economy.  In 1990, the Baltimore region had a higher percentage of white-collar workers (57%) than the nation (53%), and a similar level of service workers (15%).  In 1993 the percentage of persons below poverty level in the region was 12 percent (Baltimore Metropolitan Council, 1997).

In spite of the positive performance of the Baltimore region, the city suffers from major economic and social problems.  In 1997, the medium household income in the city was $30,500, 56 percent lower than the state average, and 117 percent lower than the richest county in Maryland, Montgomery County (Maryland General Assembly, 1998).  In 1992, 61 percent of the total region families receiving public assistance lived in Baltimore city, 75 percent by 1997.  Baltimore residents also have major health problems.  For the period 1990-95, more than 50 percent of the region’s residents who were admitted into drug and alcohol treatment lived in the city, and HIV death rates were almost three times higher in the city than in the region.  Poor housing stock is another main concern.  While home sales prices increased from $94,730 in 1982 to $117,584 in 1996 (in constant 1989 dollars) for Baltimore region, Baltimore city housing prices declined from  $67,464 to $59,927 for the same period.  In addition to the depreciation of housing properties, at the end of the decade, the city has around 25,000 abandoned houses (Barry, 1999).  Under these levels of poverty and social distress, crime has become a main concern for city residents. In 1995, Baltimore registered 13,897 crimes per 100,000 population, double than the national average (Baltimore Metropolitan Council, 1997).   

Despite Baltimore's extreme social and economic conditions, the city has successfully been able to attract visitors for business and leisure purposes to downtown.  The decrease of industrial activity in Baltimore since the 1950s and the shift of port functions to deeper waters converted the downtown waterfront into an obsolete and dilapidated area.  However, since the early 1970s, successive public and private investment in the harbor has transformed the area is a major urban tourism center. 

3. BALTIMORE AS A TOURIST AND LEISURE DESTINATION


 In 1998, an article published in the Baltimore Business Journal ranked Baltimore as the twentieth most visited town in the US.  The assertion was based on data provided by a D.K. Shifflet & Associates report commissioned by Baltimore Area Convention and Visitors Association (BACVA).  The study provides data from 1992 to 1997, distinguishing between visits for business and leisure purposes, and between overnight stays and day-trips.  The report shows that tourism increased 36.7 percent for the period 1992-97.  Overnights increased 38.2%, while day-trips increased by 4.6 percent (Table 3.1).  Day-trip visitors were the dominant group, with 8.7 million visitors in 1997.  The total number of visitors was 13.4 million.
  


(Table 3.1 about here)

            The study stresses that the increasing number of people visiting Baltimore city has a positive impact on the local economy.  While total number of visitors for a four-year period increased by 42 percent, their spending increased by 57 percent (Table 3.2).  According to this study, in 1997, visitors spent a total of  $2.67 billion.  Analyzing the top activities of overnight visitors, the report asserts that visitors patronized mainly local restaurants.  Entertainment and shopping were also part of visitors’ preferred activities, as well as visiting cultural and historic sites, although to a lesser degree (Table 3.3).
(Table 3.2 about here)


(Table 3.3 about here)

Shifflet&Associates' study also provides a breakdown of average per-person daily expenditure in Baltimore city.  The data distinguishes between business and leisure visitors (Table 3.4).   In the breakdown of average per-person daily expenditures, transportation 
captures 30 percent ($45) of total daily expenditures of business visitors, and 25 percent ($21.50) of leisure 
visitors.  However, the high expenditures in transportation in Baltimore city are difficult to explain because tourist attractions are mainly concentrated in downtown.
  

(Table 3.4 about here)

Another problematic issue regarding methodology refers to total visitors’ expenditures in 1997.  From the data, we learn that total average per-person daily expenditure in Baltimore in 1997 was $150 per business and $86 per leisure visitor.  In 1997, Baltimore city received 4.2 million business and 9.2 million leisure visitors. Multiplying average expenditures by total visitors we know that:

$150  x   4.2  =  $630 million were expended by business travelers, and 

$ 86   x    9.2 =  $ 791.2 million were expended by leisure travelers

Thus, total spending in 1997 by visitors was $1.42 billion


           Nevertheless the study establishes that total spending by visitors in Baltimore was $2.67 billion in 1997,  $1.18 billion by business and $1.49 billion by leisure travelers.  These numbers differ greatly from those calculated above, which already were problematic because transportation accounted for a significant percentage of daily expenditures, and revealed that a multiplier higher than 1.8 had been used to determine total visitors’ spending.  In the following section, this paper highlights how some key studies aimed to evaluate the economic impacts of sports facilities overestimated their findings by using problematic assumptions and high economic multipliers.  In the light of this phenomenon, we should conclude that in the last decade the number of visitors to Baltimore and their expenditures has continued to increase; however, official data should be considered with caution because it is overestimated.

4.  BALTIMORE’S TOURIST AND LEISURE ATTRACTIONS

Tourist and leisure facilities in Baltimore city are concentrated in the Inner Harbor area.  Baltimore’s Inner Harbor offers to visitors a varied range of possibilities.  For analytical purposes, this study distinguishes between four different tourist and leisure products: mass entertainment/mass consumption, sports, convention center, and hotel industry.  

4.1. Mass Entertainment/Mass Consumption Strategy

The majority of tourist facilities in the Inner Harbor are oriented to attract visitors by offering mass entertainment and mass consumption products.  From the beginning, mass entertainment activities were a main strategy for the redevelopment of the waterfront.  In 1973, city officials moved the Fourth Annual City Fair to the waterfront.  The street fair was attended by nearly 2 million people and proved that a large number of local residents could be attracted to the downtown  (Harvey, 1991).  Harbor Place, a key mass-consumption tourist attraction composed of shops and restaurants built by the Rouse Company, opened in 1980.   The initial location for the center was an old power plant located at the edge of the marina, but the Rouse Company refused the location.  The transfer of  more central seafront land was placed into referendum, and despite the strong opposition of residents from South Baltimore, the electorate approved the plan (Harvey, 1991).  Harbor Place had a cost of $22 million and was financially supported by the city (Levine, 1999).  The center attracted more than 18 million visitors in its first year of existence.  The success surprised even its more enthusiastic defenders (Breen and Rigby, 1994).

The next successful tourist attraction to open in the Inner Harbor was Baltimore’s National Aquarium.  The aquarium was modeled on Boston’s aquarium and opened its doors in 1981.  With 115,000 square feet, the original building cost the city $21.3 million.  The aquarium turned out to be a tourist attraction of high value.  In 1985, Baltimore’s aquarium was Maryland’s top tourist attraction, and produced an income of nearly $7 million (Breen and Rigby, 1994).  In 1990, the aquarium added a $35 million marine mammal pavilion.  City and state funds, grants and revenues financed the pavilion.  Soon after the inauguration of the pavilion, the aquarium encountered operational problems.  In the fall of 1993, the central tank was closed for a $10.3 million renovation.  By the late 1990s, downtown boosters consider that to maintain its success the aquarium requires a further expansion (Fry, 1999).


In order to promote mass entertainment and consumption facilities, an IMAX Theater was added to the Maryland Science Center in 1987 and further retail and restaurant facilities were added in 1988 with the opening of the Gallery at Harbor Place. In the late 1990s, a Hard Rock Café and ESPN Zone located in the old power plant brought additional restaurants and entertainment to the waterfront. 

Although the majority of facilities have been successful in attracting visitors, not all the projects undertaken in the Inner Harbor have fulfilled expectations.  By the end of the 1980s, the Brokage, an office, retail and entertainment project had failed.  An indoor Theme Park by Six Flags located in the old power plant had also been a failure.  A decade later, the Columbus Center, a marine biological facility inaugurated in 1995 that cost $147 million was also considered an unsuccessful attraction because it had not brought the number of visitors expected by its promoters.  


The mass entertainment and mass consumption tourism facilities built in the Inner Harbor have enjoyed the support of public subsidies. In the early 1970s, as a result of the skepticism of private investors and banks, Baltimore’s decision-makers attracted private capital to the waterfront through publicly financed subsidies that included below-market-rate loans, land write-downs, sale lease-back agreements, and tax abatement (Levine, 1987).  This initial policy approach based on significant public subsidies has been maintained through the 1980s and 1990s. 

4.2. Sports Strategy
Following a common trend among US cities, Baltimore is actively targeting professional sport teams as an engine for promoting the growth of visitors to the city.  To that end, in the last decade Baltimore city has build two sports stadiums in downtown: the Oriole Park for a baseball team, inaugurated in 1992; and the Ravens Stadium for a football team, inaugurated in 1998.  The city is seriously considering the construction of another arena to attract a professional basketball team.  

On the debate regarding the economic impact of municipal professional sports stadiums for cities, and as Hamilton and Kahn (1997) assert, there is a wide spread perception that the Oriole Park at Camden Yards is one of the few successful ventures.  In the early 1990s, Baltimore city, the State of Maryland and the Orioles agreed to the construction of the Oriole Park at Camden Yards, after years of uncertainty over the possibility that the Baltimore baseball team could move to Washington D.C.  The construction of a new stadium took place although, through most of the period the team played in Memorial Stadium, Baltimore City lost money.  In 1983, the Orioles become a second-division team and it not return to the American League playoff until 1996.  Nevertheless, once the football Colts, the other Baltimore professional team, left the city for Indianapolis in 1984, city boosters attributed the poor attendance for the Orioles to the deficiencies of the stadium.  Memorial Stadium could only accommodate 30,000 fans due to deficient parking capacity, and it was located five miles north of downtown in a mainly residential neighborhood (Hamilton and Kahn, 1997).  

Different from the old stadium, the Oriole Park is located in downtown, with easy and fast access to the Baltimore/Washington highway, train station and light rail.  The Oriole Park has 48,000 seats, 82 luxury boxes and abundant parking space within and around the stadium.  The stadium cost was $200 million and was financed by the State of Maryland, through Maryland Stadium Authority, which leases the stadium to the Orioles for $6 million annually. 

Studies commissioned by Baltimore’s Planning Department and downtown business organizations provide evidence that the new stadium is very successful in attracting fans to events.  Orioles’ attendance jumped from an average of 27,000 fans per game in the last decade before 1992, to more than 45,000 in the first five years after the move.  The new stadium has also proved to be highly successful providing revenues.  From 1992 to 1996, the Orioles Park has generated an annual average of $27.3 million in incremental revenue (Hamilton and Kahn, 1997).   The spectacular increasing profits exemplifies the success of the new stadium; however, not all the parts are benefiting equally.  Hamilton and Kahn consider that the total annual cost to Maryland State for operating the stadium is around $20 million. Under the agreement reached between the Orioles and Maryland Stadium Authority, the state recovers $6 million in rent and around $5 million in admissions tax revenues.  The success of Camden Yards has mainly benefited the Orioles, whose net revenue has risen by $23 million per year.


Defenders of sport stadiums in downtown claim that stadiums have a positive multiplier effect on the local economy.  Planners involved in the design of the Oriole Park considered that the stadium’s privileged location in downtown would benefit both the Orioles games and the Inner Harbor businesses, because the presence of multiple attractions would increase the number of customers (Paull, 1999).  This hypothesis was tested at the end of the first season, when Baltimore City Department of Planning -- in cooperation with two economic development organizations, Baltimore Development Corporation (BDC) and Downtown Partnership of Baltimore (DPOB) --designed a survey with the goal of assessing how much Orioles fans spent outside the ballpark during the 1992 season.  The study surveyed 983 fans and reported expenditures in two categories: expenditures per person after leaving home or hotel and before arriving at the stadium, and total daily expenditures by out-of-town fans that spend an overnight in Baltimore.  The study concludes that an average of 35 percent of total fans combined their trips to the stadium with pre- or post-game activities in downtown, which represented $12.7 million for the downtown economy in 1992.  Regarding daily expenditures by out-of-town fans, the study asserts that in 1992, almost 1.6 million out-of-town fans (not from the Baltimore Metropolitan Area) attended the games and that more than 40 percent of them patronized establishments in Baltimore.  The percentage of out-of-town fans staying overnight was estimated to be 26 percent.  The total out-of-stadium spending for out-of-town fans reached $46.1 million, from which $24.9 million occurred in downtown (Baltimore City Department of Planning, 1992). 


Relying on this survey, Hamilton and Kahn (1997) estimate that the out-of-town fans’ expenditures has directly and indirectly generated 575 new jobs for Baltimore City and its metropolitan area and that these jobs, together with tax, contributed to an economic benefit of approximately $3 million a year.  The authors conclude that measured as an engine for job creation and economic development, Oriole Park has not been very successful for Marylanders:

Taking account of all the measurable benefits of the Camden Yards investment (that is, job creation and tax imports), we estimate that baseball at Camden Yards generates approximately $3 million in annual economic benefits to the Maryland economy, at an annual cost to the taxpayers of Maryland of approximately $14 million (Hamilton and Kahn, 1997:246).

Highly diverging from the above findings, the Maryland Department of Economic and Employment Development, who also commissioned a study on the economic and fiscal impacts of the Orioles’ 1992 season, assert that total fans’ expenditures, as well as visiting team expenditures, directly supported $117 million in gross sales, $44 million in income and more than 1,500 full-time jobs.  Direct and indirect economic impacts statewide amounted to more than $226 million in annual gross sales, $77 million in income and contributed to the creation of more than 2,340 full-time jobs.  The study concludes that fans and visiting teams generated $9.4 million in state taxes and more than $6.4 million in local taxes.  The discrepancy between these studies provides evidence that economic benefits of sport teams are not easy to measure and that results vary greatly depending on assumptions and methodology. 

Apart from tangible economic benefits, sports stadiums’ boosters emphasize the importance of intangible benefits derived from the association of a city with a major sport team.  Following this logic, the Baltimore Orioles are an amenity that helps to increase Baltimore’s image and visibility.  A successful professional team helps to place Baltimore “on the map” and contribute to attracting business and residents.  It also has a symbolic meaning for local residents, who feel proud of the association of their city with a successful team.  In the case of the Orioles, Baltimore decision-makers consider that the Orioles' move to downtown has been a major economic and image success (Paull, 1999; Taylor, 1999).  However, the economic argument can only be sustained if we consider that the city captures the economic benefits assessed in $3 million per year by Hamilton and Kahn, while Marylanders, including Baltimore residents, pay for the $14 million annual deficit.  In this sense, it is risky to conclude that the Orioles experience is a successful model of urban revitalization transferable to other cities.


Baltimore City's sports strategy did not conclude with the construction of the Orioles’ stadium.  In 1996, the Cleveland Browns football team moved to Baltimore, becoming the Baltimore Ravens.  The Baltimore Ravens played two seasons at Memorial Stadium, and the team moved to the new football-only stadium in 1998.  The stadium cost around $200 million, and was also built by the Maryland Stadium Authority.  Different from the agreement reached with the Orioles, the Ravens are responsible for maintenance and in return they pay no rent. 

In 1991 and 1995, the Maryland Department of Business and Economic Development (MDBED) published two studies on the impact of a Baltimore pro football team on Maryland’s economy.  The 1995 study asserts that a 70,000 seat football stadium will have a direct impact of $47 million and a total impact of $111 million. Job creation was estimated to be 844 direct full-time jobs, and 1,394 total (direct and indirect) full-time jobs.  Maryland’s Department of Fiscal Services (MDFS) moderated the above estimates in a study published in 1996.  MDFS asserted that some critical assumptions distorted MDBED estimates.  First, MDBED considered that all non-local fans would stay overnight in Baltimore, which would generate 30 percent of total economic activity attributable to the stadium.  Second, employment multipliers, ranging from 1.5 to 2.0, and output multipliers, ranging from 1.9 to 3.8, were too high for an activity that involves fewer than 10 events a year and operates seasonally.  Applying small modifications to these critical assumptions, MDFS estimated that the economic impact of the football stadium would be $33 million, $5.1 million in tax revenues, and 534 full-time jobs.  In 1998, MDBED published an updated study.  The study asserts that the assumptions and projections are based on data and surveys compiled at Memorial Stadium during the 1996 and 1997 football seasons.  Using this data, the study concluded that the Baltimore Ravens were expected during the 1998 season to generate $184 million overall expenditures, $86 million total income, $11.3 million in state and local taxes, and to create 2,730 full-time jobs.  In 1998, Maryland Department of Legislative Services (MDLS) published a study again modifying the MDBED finding.  The MDLS analysis showed that the economic impact was so large due to new assumptions: team spending (e.g., $47 million payroll for players, $11 million for coaching, $25 million for other team spending), large multipliers, and the assumption that the stadium will host four concerts or festivals a year.  After including modifications in these three assumptions, the MDLS study concludes that total expenditures will be not $184 million as estimated by MDBED, but  $64.2 million.  Total employment falls from 2,729 jobs to 889 jobs. 


 The discrepancies between studies show again that small changes in the model generate large variations in the economic impact estimates.  Additionally, the Ravens are at a comparative disadvantage with respect to the Orioles.  First, while the Orioles are the only baseball team in the Washington-Baltimore metropolitan area, the Ravens have to compete with the Washington Redskins to attract fans within the metropolitan area.  Second, although the football stadium can host more fans than the baseball stadium, its season is shorter and has far fewer events. 


Despite questionable benefit to the City from the professional baseball and football teams, the sports strategy continues in Baltimore as city officials are seriously considering attracting a professional basketball team to the city (Paull, 1999).  For that purpose Baltimore needs to build another sport stadium.  On April 1999, a study commissioned by the city to a private consulting firm asserted that the Arena, a 36-year-old sport center located in downtown, was the “oldest such facility in the country’s 40 top sports markets” (Shields, 1999).  They suggested replacing the Arena with a new sport facility and recommended spending $200 million.  The report asserted that the project could generate taxes of $10.1 million a year.   A few days after the study was released, Centre Management, the company in charge of managing the Arena, sold its rights to the national private management company SMG.  SMG has experience in developing new arenas; it is co-owned by Hyatt Hotels & Resorts and Aramark (McKee, 1999).  

4.3. Convention Center Strategy

Similar to the sport strategy, to booster local economies many US cities’ decision-makers support the creation of convention centers.  Convention centers can directly benefit the local population through the creation of new employment, direct spending by convention delegates in the city, and enhancement of the city’s image.  The centers can also help to counteract urban blight, encouraging private investment in downtown.  They can also bring indirect benefits, usually computed using multipliers that rang from 1.33 to 2.96 (Fenich, 1992).  Indirectly, the centers can help to improve a city’s fiscal situation thanks to higher sales taxes, enhanced revenues from property taxes, growth in business taxes, and direct revenues from users fees and admissions.

Baltimore city inaugurated its convention center in 1979.  The center is owned by the city and managed by BACVA.  Following a pattern similar to other US cities, Baltimore expanded the convention center in the mid 1990s in order to maintain a competitive position within the convention market.  The expansion provides Baltimore’s Convention Center with 1.2 million square feet, of which 300,000 square feet are dedicated to exhibition space, and allows the center to rank in the top-25 convention centers in the USA.  The cost of the expansion was $151 million.  The state financed $100 million and the city paid for the rest, $51 million (Arney, 1999a).  Several months after the completion of the expansion, an anonymous article published in the magazine Sales and Marketing Management asserted “the expansion also has given Baltimore a surge in employment, as 15,000 new jobs have been created in the past six months alone” (Sales and Marketing Management, 1997).  BACVA estimated that the economic impact of Baltimore’s Convention Center in 1998 was $1 billion (Arney, 1999a).

Data provided by BACVA also reports that prior to the extension, from 1991 to 1996, meeting increased by 15.6 percent and room-nights by 9.6 percent.  However, for the same period of time, attendees decreased 1 percent (table 4.3.1).  Estimated data for 1998 showed that the expansion of the convention center had a positive effect on attracting events and attendees.  From 1996 to 1998, meetings increased by 13.7 percent, room-nights by 26.4 percent, and attendees by 73 percent.  Similar to the discrepancy in tourists' expenditures and sport’s economic impact data, data on the convention center also varies depending on the source.
     

(Table 4.3.1 about here)        


          In 1998, a study aimed at evaluating Baltimore's convention business experience reported that visitors had a good experience in Baltimore, they would liked to come back and they would recommended that others visit the city.  Visitors complained about parking, panhandlers, safety and convention food (Arney, 1999b).  


          Despite the increasing number of meetings and the positive experience of visitors, the new convention center is a significant cost for the city.  The operating costs of the convention center financed by the City Council amounted to almost $17 million in 1999.  Of the city’s total expenditures, $12.2 million was deployed for daily operations, and $4.6 million for debt service on bonds.  Under an agreement reached between Baltimore City and the state, the state will contribute two-thirds of the difference between operating costs and revenues generated by the center, at least until 2008.   The state contribution for 1999 was $3.5 million (Baltimore City Budget, 1999).


          By the end of the 1990s, the expanded convention center had not reached the forecasted economic impact on downtown.  In January 1999, former Baltimore mayor William Donald Schaefer recommended the state take over the management of the Baltimore Convention Center.  As the new Maryland State Comptroller, Schalefer suggested that BACVA was poorly managing the center and that the hotel and restaurant industry were suffering from it.  Mayor Kurt Schmoke rejected Schaefer’s recommendation (Arney, 1999a). Taking a different perspective, downtown economic development organizations blamed the limited number of Baltimore’s hotel rooms for the disappointing number of conventions hold in Baltimore after the expansion of the center (Taylor, 1999).

 4.4.  Hotel Industry Strategy

Baltimore’s decision-makers have dedicated special efforts developing the hotel industry in the Inner Harbor.  The Hyatt Hotel was the first hotel built in the area at the beginning of the 1980s.  During that decade other important hotel companies built their hotels in the recovered waterfront:  Days Inn (256 rooms and 600 parking spaces), Inner Harbor Marriott (365 rooms and 580 parking spaces), Sheraton (334 rooms and 533 parking spaces), Harbor Court (200 rooms, 177 condos, office and retail, and 900 parking spaces), Renaissance Hotel (603 rooms and 1,150 parking spaces).  Additionally, during the 1980s several older hotels underwent renovations: Omni, Lord Baltimore and the Marriott.  During the 1980s, hotel developers in the Inner Harbor benefited from substantial public subsidies.  Levine (1999) asserts, “according to Baltimore’s director of development, major hotels developed downtown during the 1980s received an average of 30 percent city subsidy”  (Levine, 1999).  By the end of the 1980s, hotel construction in the Inner Harbor stopped due to the nation wide economic downturn, and changes in federal taxation and development grants.  However, at the beginning of the 21st century Baltimore’s downtown is enjoying a new hotel construction boom. 


 
During the period of crisis, the number of hotel establishments in Baltimore decreased from 63 hotels in 1987 to 36 hotels in 1996 (Figure 4.4.1).   The decline in number of hotels in Baltimore affected all employment-size categories, with the exception of hotels with 5 to 9 workers, which increased from 3 establishments in 1987 to 5 establishments in 1996 (Figure 4.4.2.).  Only during the three-year period 1990-93, Baltimore had a hotel that employed more than 1,000 workers. In 1996, two hotels captured the highest hotel employment rate with a numbers of workers ranging from 500 to 999, a similar situation to 1987 (County Business Patterns 1987 to 1996). 

(Figure 4.4.1 about here)

(Figure 4.4.2 about here)

With a decline in the number of hotels in the city, room occupancy rates increased by 17.3 percent from 1992 to 1998.   In the Inner Harbor, hotel occupancy rates increased by 12.5 percent during the same period (Table 4.4.1.).  In the late 1990s, increasing occupancy rates, the expansion of the convention center and significant public subsidies once again attracted hotel developers to the Inner Harbor.  In 1998, developers were interested in building 6 new hotel projects for downtown, which represented an increase of around 50 percent in hotel rooms (DPOB, 1998).  In its annual report, DPOB asserted that with this new supply, the older hotels in the area were at risk of losing business.  By April 1999, developers had presented nine hotel projects for downtown.  If all the projects are completed, the Inner Harbor will add 3,600 rooms, which represents almost double the city’s current room hotel supply (McQuaid, 1999c).

(Table 4.4.1 about here)

          A primary incentive for Inner Harbor hotel developers is a new wave of tax breaks approved by the City Council and the State of Maryland.  Downtown business organizations consider that the best strategy to attract investment to downtown is to offer economic incentives to developers (Taylor, 1999).  Following this logic, downtown business organizations and developers have lobbied  state’s General Assembly to pass the payment-in-lieu-of-tax agreements (PILOTs) bill.  The bill was previously negotiated between developers and Baltimore’s downtown business organizations and allows developers in designed areas to pay negotiated property taxes for up to 25 years. 


          The bill has been a top priority for downtown developer advocates, but it had encountered the opposition of community groups, particularly those protesting a new hotel in Inner Harbor East (Wheeler, 1999).  In this context, the Maryland Senate initially approved the bill introducing major modifications, including the requirement that developers should pay at least 5 percent of property taxes, and a minimum $20 million investment to qualify for tax breaks.  When the bill reached the House, however, the delegates removed these requirements and approved the bill by a vote of 95 to 28 (Wheeler, 1999). 


          John Paterakis and Peter Angelos are two key local developers who have directly benefited from PILOT agreements.  Paterakis is co-owner of H&S Bakeries and a partner in the controversial Inner Harbor East hotel project.  In 1997, the City Council approved the construction of his hotel, the Wyndham hotel.  The hotel represented an investment of $130 million but it has been highly contested by Baltimore residents due to the characteristics of the building.  


          The initial Wyndham hotel plan approved by the City Council was a 430-foot-tall hotel with 750 rooms located within a 20-acre renewal area between the Inner Harbor and Fells Point historic district.  In 1990, the City Council planned this area as a new residential neighborhood.  The plan had the consensus of city leaders, landowners and residents and won the AIA Honor Award in urban design, in 1995 (Gunts, 1998).   Community opposition to the hotel project managed to introduce a reduction in the hotel’s height from 41 stories to 31.  Community groups also brought a lawsuit against the hotel for violation of the master plan.  The lawsuit went to the state's second-highest court, which upheld a Baltimore Circuit Court ruling that the hotel did not violate city’s urban renewal plans (McQuaid, 1999a).   The lawsuit delayed the construction of the hotel from 1997 to February 1999.   Despite the delay, the final construction of the hotel in the area implies the abandonment of the approved 1990 master plan (Gunts, 1998).  The hotel has received real estate tax abatement for 25 years, which represents $75 million in foregone revenues, and an additional $10 million in the form of a $5 million grant and a $5 million loan (Ribbing, 2000).  Patarakis is also partner in the Courtyard hotel project.  The project is also located in Inner Harbor East and represents an investment of $21 million.  This investment is part of a $55 million project that includes parking, office space and a gourmet grocery store.  The project qualifies for PILOT incentives  (McQuaid, 1999c).              


          Another major Baltimore’s developer is Peter Angelos, the owner of the Orioles baseball team.  Angelos is a partner in an 850-room Grand Hyatt Hotel project proposed for a site next to the baseball stadium at Camden Yards.  His hotel project also qualifies for PILOT tax abatement. Angelos’ renovation of one Charles Center office building in downtown also qualifies for tax abatement thanks to the changes introduced in the PILOT bill, which reduced the investment needed to qualify for tax abatement from $20 to $13 million (Wheeler, 1999). 

          The tension between hotel developers and community organizations is also present in another hotel project.  Federal Hill residents have opposed the construction of a Ritz-Carlton hotel on the southern shore of the Inner Harbor due to the excessive height of the hotel.  After the experience of the Wyndham, to avoid community opposition to the project, the developer Neil Fisher met with neighborhood residents in April 1999 (Taylor, 1999).  In his meeting with the local residents, the developer asserted:

 I could have gone to the Board of Estimates. I could have gone to the mayor and the governor and said ‘Here’s the plan. Here’s a single tower that’s 200 feet tall’. But I didn’t do that. I came to you so that we could jointly come up with a product that would work for you and work for us.  […] If you don’t want us here, then we’ll have to re-evaluate (McQuaid, 1999d).  

As a result of the meeting, the neighborhood association voted to consider a relaxation on height restrictions in the historic neighborhood.  A few days after the meeting, an anonymous article in The Baltimore Sun praised the developer Mr. Fisher for having “the good sense to hire Michael Graves & Associates to design the Ritz-Carlton” (The Baltimore Sun, 4/11/1999).  The article stressed that Mr. Graves was a Princeton University professor and one of the most exciting US designers.  The article also pointed out, “The site that interests the Ritz-Carlton is among the Inner Harbor’s few remaining choice parcels. If Mr. Fisher does not build there, someone else will, possibly with less regard for Federal Hill residents” (The Baltimore Sun, 4/11/1999). 


Baltimore’s strategy of attracting hotel investors to the Inner Harbor exemplifies the nature of Baltimore’s tourism policies and provides insights into the decision-making process of governmental and non-governmental agencies in charge of downtown redevelopment.

5. BALTIMORE’S TOURISM POLICIES AND AGENCIES

The dominant characteristic of Baltimore’s development policy is a business friendly approach.  This approach became broadly embraced by US and European decision-makers in the 1980s.  The main characteristics are: 1) emphasis on economic policies over social policies, 2) emphasis on property development, 3) public sector investment in infrastructure, 4) public sector investment in tourism attractions that will work as anchors encouraging private sector investment, for example: museums, arts centers, aquariums, etc., 5) creation of public-private partnerships, 6) creation of semi-autonomous public agencies that function as private development companies to overcome the slowness of bureaucracies; and finally, 7) evaluation of the urban policy based on the level of private investment –the higher the ratio of the private investment related to public investment, the more successful the policy was judged to be (Law, 1993).  Baltimore’s Inner Harbor tourism attractions are the result of this policy approach, which in turn is the product of a peculiar private-public cooperation that goes back to the initial redevelopment attempts of the 1950s. 

In the early 1950s, to mitigate the loss of economic activity in downtown, Baltimore city boosters created several business organizations with the goal of coordinating resources and influencing redevelopment policies in downtown.  In 1954, downtown business owners formed the Retail Merchants Committee for Downtown (RMCD), and a year later they created the Greater Baltimore Committee (GBC).  The GBC was composed of the chief executive officers of the city’s 100 largest businesses.  The organization supported a private planning unit to review redevelopment plans for the downtown area.  As a result of their planning efforts, in 1956 the GBC planning director Arthur McVoy published a “Prospectus for Downtown”, and in 1959 Baltimore’s City Council approved this first downtown redevelopment plan, the Charles Center plan. 

The Charles Center plan did not target tourism as a strategy for downtown redevelopment.  The project was aimed at the creation of offices, and residential buildings.  The plan identified 33 acres of land for redevelopment in downtown and the City Council allocated a budget of  $180 million.  Business leaders created the Charles Center Management Office to manage the project in 1960.  The city received $28.3 million of federal urban renewal funds for the plan.  

The success of Charles Center in bringing economic activity to downtown encouraged downtown boosters to design a more ambitious project.  In 1963 Major McKeldin established the redevelopment of the waterfront as a major development objective of the city.  A year later, Wallace McHarg Roberts & Todd completed the Inner Harbor Plan.  The Inner Harbor project required an investment of $270 million over 30 years.  To satisfy this financial need, a bond issue of $2 million was approved in 1964.  In 1965, the Charles Center Management Office became the Charles Center-Inner Harbor Management Inc. and took responsibility for coordinating the project.  A year later, Baltimore’s residents approved a loan of $12 million; and in 1968, the project secured a federal grant of  $22.4 million (Breen and Rigby, 1996).  


In Baltimore’s downtown redevelopment, two actors have been key in the decision-making process and the creation of tourism policies: the mayor and downtown business associations.

In the 1971 local elections, William Donald Schaefer was elected Baltimore’s Mayor:

He [William Schaefer] was clearly an activist mayor with a long list of policy initiatives to his credit.  Schaefer’s personal drive and desire to “get things done” was legendary. Nevertheless, he was a strong fiscal conservative, deeply skeptical of the ability of a public bureaucracy to implement effective public policy. Thus, for much of the Schaefer’s term in office, the size of Baltimore government was shrinking rather than expanding. […]. Overall, the total number of positions in the city declined more than 12% from 1977 to 1985 (Hula, 1990:196). 

Schaefer’s skepticism about the capability of the public sector to design and implement effective urban policies motivated him to create a distinctive group of quasi-public institutions.  Paul Taylor (1999), Director of the Business Department of the Baltimore Development Corporation (BDC), captures the philosophy of the quasi-public institutions when he asserts that  “a quasi-public agency is not a city agency; we [BDC] are a private corporation that has an exclusive client, the City of Baltimore and the Mayor.  We were specifically created to design contracts and deals that sometimes can be burned out by the city process.” (Interview, 4/27/1999).


In the last 30 years and under three different mayors, the quasi-public institutions have operated under different names. Presently there are three quasi-public agencies that directly affect Baltimore’s tourism policies: Baltimore Development Corporation (BDC), Downtown Partnership of Baltimore (DPOB), and Baltimore Office of Promotion (BOP).  All these organizations are classified as nonprofits. 


Baltimore Development Corporation (BDC) was formed by a merger of the Baltimore Economic Corporation (BEDCO) and the Center City-Inner Harbor Development Corporation (CCIH).  The BDC is a quasi-public non-profit organization that works as an economic development agency for the city.  BDC’s goal is to help business in the city to grow and expand as well as to attract new business to Baltimore.  To pursue this goal the organization gets input from developers regarding their investment interests and works with them to investigate construction sites and financing options for their projects.  Once the organization and the developer have reached an agreement, BDC brings the deal to the City Council for acceptance (Taylor, 1999).  The organization also actively lobbies state delegates to approve bills that, like the PILOT agreement, are initially designed between the agency and the developers. 

City subsidies and grant revenues finance BDC operations.  For the fiscal year 1998, the BDC operating budget amounted to $3,437,108 ($1,892,444 for salaries for 43 workers; $548,809 for other personnel costs; $966,855 for contractual services; $19,000 for materials and supplies; and $10,000 for equipment).  The City Council, under the Housing and Community Development Program 585, appropriated $1,976,260, 81 percent of total cost; and the remaining income $461,500, representing 19 percent came from grant revenues (Baltimore City Fiscal Budget, 1999). 

Another key quasi-public agency operating in Baltimore city is the Downtown Partnership of Baltimore (DPOB).  This agency was created in 1982 and is a well-established organization that evolved from the Charles Street Management Corporation (CSMC).  In 1990, the organization expanded the boundaries of its operations to comprise approximately 200 square blocks in downtown.  In 1992, DPOB successfully advocated the creation of a private tax zone through the Downtown Management District Program.  The program was funded through a combination of Motor Vehicle Revenue Funds, city’s General Funds (through a sub-contract with the BDC), and a surtax assessed on businesses within the boundaries of the district.  The program allows downtown business to make policy decisions allocating the revenues to specific projects within the area.  The services funded by the fund include security and sanitation services and downtown beautification (Levine, 2000).  Although not involved in decision-making, the City Council pays for providing baseline services to the district, handling billing and collection of the surcharge, providing police training, and upgrading streetscape lighting (DPOB, 1999).  DPOB is also in charge of designing a Strategic Revitalization Plan for downtown.  DPOB’s capacity to be in charge of a master plan for downtown exemplifies the policy decision-making power of the organization. Although the Planning Department of the City Council is designing a Master Plan for Baltimore city, DPOB has designed an independent plan for downtown, in collaboration with other downtown organizations.  The plan includes the central business district, the West Side, the Mount Vernon Cultural District, Historic Charles Street, University Center, and the East Side.  DBP and BDC are placing special emphasis on this plan because it preserves their control over zoning in downtown (Taylor, 1999). 

The third quasi-public agency is Baltimore Office of Promotions (BOP).  BOP has as a mission to promote Baltimore City through the production of city-wide special events.  Some of the most important events organized by the agency include the annual New Year’s Eve celebration, a winter festival called Baltimore on Ice, the 4-day Baltimore Waterfront Festival, and Baltimore’s July 4th Celebration.  All these events, as the majority of the celebrations promoted by the agency, take place in the Inner Harbor.  A non-Inner Harbor event is the Baltimore Book Festival, an annual event that is held in September at Mt. Vernon Place, the center of the old Baltimore’s cultural district.  BOP has a neighborhood grant program for events organized by local residents.  The program started in 1990.  Within its first eight years of existence, the number of grants has ranged from 62 in 1996 to 80 in 1995, to which BOP distributed a total of $50,000.   More than 50 percent of the BOP’s operational budget is financed by the city.  The rest is provided by state grants and the private sector.

Apart from the quasi-public organizations, a key player in Baltimore’s tourism industry is the Baltimore Area Convention and Visitors Association (BACVA).  BACVA is a non-profit organization financially supported by hotel taxes, government grants and membership dues.  The goal of the organization is to promote Baltimore as a convention, trade show, business and leisure destination. BACVA is also in charge of managing Baltimore’s Convention Center.  BACVA’s policy is set by a Board of Directors representing Baltimore’s businesses. The present chairman of the Board of Directors is Tony Hawkins, Vice-President and Group Director of The Rouse Company.  BACVA’s operating costs are almost fully covered by public funds.  In 1999, the City Council, under the City Promotion Program 590, provided $5 million to the organization.  This subsidy represented 89 percent of BACVA's total proposed operational cost for the 1999 fiscal year.  The $5 million public subsidy represents 40 percent of the city’s anticipated total hotel tax revenues for the year.  

Baltimore city also has regional business organizations that influence redevelopment and tourism policies in the city.  Today the Greater Baltimore Committee (GBC) is comprised of 600 members from the Baltimore metropolitan area.  Since its founding in 1955 this agency has been active in influencing public policy issues in Baltimore City (Fry, 1999).  GBC's Tourism and Hospitality Committee meets monthly and is one of the most active groups of the organization (Smith, 1999).  Another regional economic development organization providing support to business is the Greater Baltimore Alliance (GBA). The GBA as well as GBC are actively involved in promoting the Washington-Baltimore bid for the 2012 Olympics.  


All these quasi-public and private economic development agencies form a complex mosaic of organizations that have a direct effect on Baltimore’s tourism policies.  By their nature they are primarily oriented towards promoting economic growth by supporting downtown business and by attracting new investors to the area.  This approach presents advantages and shortcoming for the development of the tourism industry in Baltimore as a strategy for urban redevelopment.

6. ADVANTAGES AND SHOTCOMINGS OF BALTIMORE’S TOURISM

STRATEGY

Despite the poor economic and social conditions of Baltimore, policy-makers have been able to develop a tourism industry in downtown.   The combination of strong mayors and the work of institutions dedicated to creating economic activity in the downtown has been successful in “getting things done”.  The Inner Harbor as a tourist destination has been successful in providing jobs in the service sector for local residents.  Simultaneously, the redevelopment of downtown has helped to improve Baltimore’s image.  To bring tourism to the city, Baltimore policy-makers have centered their efforts on four different strategies: mass entertainment/mass consumption, sports, convention center, and hotel development.  These four approaches are annually bringing millions of visitors to the Inner Harbor.  Yet at the beginning of the 21st century, Baltimore’s tourism strategies reveal important limitations.

The mass entertainment/mass consumption approach has helped to establish nationally known restaurants, shops and entertainment facilities downtown.  This strategy attracts visitors but has two main shortcomings: 1) it is not locally based, and 2) it needs constant reinvestment and reinvention to continue to attract visitors.  The IMAX Theater and the Hard Rock Café in Baltimore are similar to the other franchise establishments around the world.  This means that the tourist or leisure potential attraction of these facilities is limited to the region.  Likewise, downtown shopping malls are also similar to suburban shopping malls, which force them to compete with a broad variety of consolidated suburban shopping facilities in order to attract clients to downtown.  This limitation does not imply that these facilities should not be located in the Inner Harbor, rather it implies that the amount of human and financial resources dedicated to their attraction or retention should be evaluated with caution.  Additionally, mass entertainment facilities require a constant process of reinvention and reinvestment to bring repeat visitors and to remain successful. The need for reinvestment often requires massive public subsidies.

The questionable economic benefits attached to professional sport teams also show the limitations of the sports strategy.  Construction or re-construction of stadiums and campaigns to attract well-known professional sport teams capture large amount of public funds that do not translate into increasing personal income for local residents.  In a study of the relationship between professional sports franchises and real per capita personal income in 37 Standard Metropolitan Statistical Areas in the US during 1962-1994, Coates (1999) concluded that the presence of professional sports teams have a negative impact on the local economy.  Coates’ results reinforce the negative economic results of Baltimore’s sport strategy.  Additionally, major league sports operate as a cartel:

League commissioners and presidents set minimum standards for facilities and leases, and cities have little choice but to meet the stadium demands or risk losing the team. What drives the modern stadium-building boom is not the search for tourism and urban development but a reactive relationship with a monopolistic industry. Stadium construction is a defensive, not an offensive, strategy” (Euchner, 1999:216).


Similar to the stadium strategy, the convention strategy has become more a defensive than an offensive strategy.  In the 1970s and 1980s, the economic impact of convention centers varied among cities, depending on convention centers’ strategies and management (Fenich, 1992).  However, in the last decade, increasing competition means that the cities have to continually expand their facilities and spend more on marketing to maintain a niche in the convention market (Fainstein and Gladstone, 1999).  The new expanded convention center in Baltimore is already falling short in projected revenues.


          Finally, the construction of new hotels in Baltimore’s downtown is undermining approved master plans and resident interests.  From an urban planning perspective, only great potential economic benefits may justify changes in approved master plans.  From a government perspective, only great potential social and economic benefits for the overall local residents may justify the opposition to a specific neighborhood’s interest.  In Baltimore’s downtown hotel development, the amount of human and financial resources dedicated to supporting hotel developers and the concession of PILOT real state tax abatement agreements jeopardize the city’s potential profits.  The argument that PILOT agreements bring revenue in the form of hotel taxes and income taxes into the city, and that additional income is generated due to economic multiplier effects is difficult to prove, especially when in the case of Baltimore, policy and organizational structures dictate that tourism gains be used to further support the industry.  

Local employment indicators show that Baltimore’s tourism industry is not providing a significant number of direct jobs for city residents.  The job trends for selected tourism services in Baltimore city for the 10-year period 1987 to 1996 show that the hotel industry provides a small number of jobs.  Furthermore, employment in the hotel industry decreased by   34 percent from 1987 to 1996, while jobs in eating and drinking establishments decreased by 7 percent for the same period.  For the ten-year period, jobs in amusement establishments remained stable, while jobs in museums increased (Figure 6.1.).  In relation to wages, the average annual salary for workers in the hotel industry was much lower than the average salary for all types of employment in Baltimore City as well as for employment in the service sector.  In 1996, average hotel wages were 66 percent lower than average wages in the whole service sector, and 81 percent lower than the average salary for all types of employment. Wages in restaurants were even lower (Figure 6.2).  

(Figure 6.1 about here)

(Figure 6.2 about here)

Baltimore’s governmental and non-governmental agencies involved in the promotion of tourism assert that the main challenge to the tourism industry in Baltimore is a shortage of labor force, especially at the entry level  (Kaplan, 1999; Paull, 1999; Taylor, 1999; Smith, 1999).  This assertion seems paradoxical, as Baltimore has a high level of unemployment and the hotel and restaurant industries do not require a highly qualified workforce at the entry level.  Baltimore’s tourism leaders consider the problem to be linked to the lack of motivation of young people to work in the industry as well as the high number of drug addicts in the city.  Several sources agree in that around 50 percent of people applying for jobs in the tourism industry do not qualify because they test positive for drugs (Bayless, 1999; Fry,1999).  

Under existing labor market conditions and in the midst of a hotel boom in downtown, we can forecast that the shortage of workers will increase.  Facing this challenge, business leaders are exploring a broad number of strategies that range from workshops on workforce development by Disney World managers (organized by GBC), the use of Welfare to Work Programs, and the involvement of non-profit organizations such as the Goodwill Industries of the Chesapeake Inc. to train, place and monitor workers in the tourism industry.   The GBC has also sought the support of state legislators to provide funding to research the problem and to create a program to educate young people as workers for the tourism industry (Fry, 1999; Smith,1999).   

Business organizations analyze the labor shortage in tourism as a lack of understanding by young people of the possibilities of making a successful professional career in the industry.   Simultaneously, Baltimore’s tourism industry is strongly opposed to legislation requiring payment of a living wage in the sector.  In 1994, under the pressure of community and labor organizations, Mayor Schmoke signed an ordinance mandating living wages for the city government’s workers and contractors.  Despite, the City’s support, the hotel and restaurant industry did not support the law (Levine, 1999).  The general claim against living wages is that they will jeopardize the viability of the industry due to its narrow profit margins (Taylor, 1999).   However, studies of the hotel industry show that wage rates, benefit levels and job security varied greatly depending of the formal and informal rules governing a city.  In a study of the tourism industry in New York and Los Angeles, Gladstone and Fainstein (2000) provide evidence that on average New York City hotel workers receive two times greater earnings than their counterparts in Los Angeles.  The authors argue that the higher share of New York hotel workers covered by union contracts could explain this difference. 

Pointing out the un-sustainable character of downtown development in Baltimore, Levine (2000) asserts that in the city there are three Baltimores: The ‘Renaissance City’ or successful downtown; the ‘Underclass City’ of desolate neighborhoods marked by social exclusion; and the ‘Third Baltimore’ of prosperous suburbs.  It would be unfair to blame the downtown development friendly business approach for all of Baltimore’s problems.  But, simultaneously, downtown boosters would not practice a social responsible urban policy if, on one hand, they benefit from large amounts of federal, state and local public funds for being in a social and economic distressed city; and on the other hand, they support urban policies that cut off city residents from downtown profits.  The tourism industry in Baltimore has a potential for improving the economic and social conditions of Baltimore’s residents.  To accomplish this goal, Baltimore’s decision-makers should approach tourism as a strategy for urban redevelopment from a different perspective.

7.  POLICY RECOMMENDATIONS

Van der Berg et al. (1995) point out that successful urban tourism development depends on three basic conditions: 1) an appealing image, 2) the ability to supply a range of easily accessible and highly competitive tourism products, and 3) the ability to sustain tourism through the whole tourism cycle development
.  To achieve these conditions, the authors assert that urban tourism policies should enhance city’s functions and facilities that can be used for recreational purposes.   Total tourism products of a city are classified as primary and complementary products.  Primary tourism products supply the original reason to visit the city.  Primary tourism products are natural characteristics --landscape and climate, historical and cultural characteristics; cultural heritage sites --historic neighborhoods, monuments, architecture; and attractions created for the specific purpose of drawing visitors --museums, theaters, gardens, boat trips, shopping centers and events.  The complementary products are hotels, restaurants, convention centers and exhibit halls.  These products are complementary because they do not draw visitors by themselves but contribute to the attractiveness of a city’s primary tourist products.


The first sections of this paper reveal that Baltimore city is implementing a non-local based tourism strategy with no comparative advantage over other cities and suburbs.  Baltimore’s tourism policies are mainly aimed to implement and maintain what Van der Berg et al. would consider complementary products (convention center, hotels, exhibit halls) rather than primary products (cultural characteristics, historic neighborhoods, etc.).   Urban and cultural tourism are among the fastest growing segments of the tourism industry.  Without capitalizing on local based products, Baltimore tourism decision-makers are not implementing effective urban tourism policies.  Additionally, not being locally based, Baltimore tourism products have no appeal for international tourists, a sector that is also growing and that already ranks third in world exports, after automobiles and oil (Hoffman, 2000).  


Baltimore tourism products have a very short development tourism cycle, which means that constant and expensive reinvestment for the city is required.  Furthermore, the high level of public subsidies to support the industry does not have the expected trickle down benefits into the local economy.  In a context of the increasing importance of urban and international tourism and shortcomings of the present Baltimore’s tourism policies, there is an unquestionable need for Baltimore decision-makers to rethink their tourism strategies. 

Baltimore City has great potential as an urban tourism destination if the city is able to provide locally based tourism products.  However, if this approach is to succeed several conditions must hold:

First, to develop locally based tourism products, decision-makers should consider the whole city as a potential urban destination, not only the Inner Harbor.  To accept this approach decision-makers must overcome some important constraints.  Baltimore’s economic and social problems project a negative image that makes it difficult to identify the city’s potential tourism assets outside the Inner Harbor.  Furthermore, key city decision-makers are suburban residents with very little expectations and hopes about urban life.  In addition, the quasi-public agencies oriented to develop and support economic activity concentrate their efforts on the downtown.  In relation to tourists’ motivations, Baltimore’s city decision-makers broadly accept that tourists will only visit the city if they are in sheltered environments.  Within this context, decision-makers should develop the ability to think differently in two key respects: 1) Urban tourist motivations, and 2) Baltimore’s tourism assets.

Although tourists are sensitive to safety issues, U.S. residents as well as foreigners are increasingly attracted to remote countries and “not-sheltered” urban destinations.  In 1998, Harlem had more than half a million international tourists, mainly from Europe, but also from Japan and Latin America.  Hoffman (2000) points out that tourists in Harlem not only preceded the declining crime rate in the neighborhood and in New York City, but also the tourist infrastructure.  Harlem, representing Black America, with its culture, music and entertainment, has a powerful attraction for international tourists.  Similar to Harlem, the majority of Baltimore’s residents are African American and the city, although in a lower degree, has a black heritage and history.  The promotion of black culture is not a new concept for Baltimore.  Baltimore African American Tourism Council, Inc (BAATC), created in 1996, is already working on the preservation and promotion of black culture.  Fields (1999), the executive director of BAATC, has also targeted black, middle-class Americans as a tourist group that can successfully be attracted to the city.  Apart from its black heritage, Baltimore has also a long tradition as a commercial and industrial city.  Free et al.’s book The Baltimore Book: New Views of Local History portrays a fascinating city with interesting architectural landmarks and neighborhoods that could be extremely attractive to urban tourists.  The recovery of black culture and the city’s commercial and industrial history are just two of many local based tourism products that could be developed if Baltimore tourist assets are reevaluated.  Baltimore is an old city with a rich history; however, to identify, develop and target the city’s tourist products, decision-makers need to be able to think more creatively.

Second, in order to become a tourist attractive destination, there is a need to introduce changes in the decision-making process.  In the present situation, Baltimore has two parallel governing bodies: the city government and downtown organizations.  These two governing bodies have different and often opposed interests.  While the city government is in charge of economic and social policies for Baltimore’s neighborhoods, downtown organizations are in charge of the economic development of downtown.  Due to their economic oriented goals, the effectiveness of downtown organizations is measured by the economic activity generated by their policies, and not by the social implications of these policies.  In this context, a business friendly approach characterized by agreements with developers involving substantial tax abatements and other public subsidies are essential tools for the success of downtown organizations.  Simultaneously, community participation in the decision-making process is highly inefficient because it does not bring any benefit to their economic oriented policies.  Furthermore, a long tradition of implementing urban policies with a dominant economic agenda gives to downtown organizations strong bargaining power in their negotiations with the City.   Although the policy recommendations of downtown organizations may conflict with neighborhood interests and needs, the city supports them because to a great extent it has no other option as it has delegated decision power to these organizations.  This urban regime dynamic makes it practically impossible to implement citywide economic policies with social concerns.  Additionally, this dynamic does not take advantage of the human and financial resources of downtown organizations, which could provide more effective economic and social policies if their goals were set differently.  To break this dynamic, downtown organizations could expand their activity to the whole city while introducing social goals as a driving force for urban policy and closer relations with the city government and community organizations in designing their development plans.

Third, to develop effective tourism planning, Baltimore city should shift from  fragmented economic planning to a comprehensive economic and social strategic planning.  An initial shift in planning policy is already taking place with the new master plan.  In partnership with the Fannie Mae Foundation and Baltimore-based Annie E. Casey Foundation, Baltimore’s Planning Department, with the assistance of professional planning consultants and a 100-member Advisory Committee appointed by the former Mayor Schmoke, is developing a Comprehensive Master Plan for Baltimore City.  The plan, under the title “A Vision for Baltimore: A Global City of Neighborhoods,” presents the future city’s goals, objectives, policies and actions in six areas: housing, transportation, community economic development, urban design, environment, and public facilities. The plan involves community participation through citizens’ participation in the sub-committee workshops, workshops for elementary, junior-high and high school students, and public meetings. 

The plan includes tourism in two sections --economy, and culture/heritage-- and identifies tourism and entertainment as key economic engines for the city while emphasizing that Baltimore has a potential to draw tourists beyond the Inner Harbor.  However, despite this assertion, the plans’ recommendations do not clearly define how to extend tourism to the rest of the city.  In fact, some of the recommendations, which include the development of a new arena to host another league sport team and the support of the Washington -Baltimore Regional 2012 Coalition to attract the Olympics to the region, are not consistent with a citywide approach to tourism development.  

On the cultural and heritage front, the plan sets three goals to develop cultural and heritage resources: 1) to preserve and renew Baltimore’s significant cultural and historic urban fabric to increase Baltimore’s quality of life, 2) to maximize the economic potential of heritage tourism and preserve Baltimore’s cultural assets, and 3) to reaffirm Baltimore’s role as the regional center of art, history and culture and provide the necessary resources to sustain the city’s cultural treasures. The action steps to implement the plan call for: 1) the development of a citywide preservation plan, 2) the establishment of a management entity to implement the city heritage plan, and 3) the identification of a lead entity to organize stakeholders and develop and action plan for approaching regional partners to support and marketing arts and culture.

Although the Master Plan seems to recognize the potentials of Baltimore city as an urban tourism destination, it has two important shortcomings.  The plan embraces two different directions: the existing tourism model dominated by downtown interests and represented by the new arena and the Olympics bid, and a cultural heritage approach that lacks specific policy recommendations.  Additionally, although the plan includes the whole city, downtown business organizations are also developing their own specific plan for the downtown.  The existence of two master plans with different sets of goals does not allow for comprehensive planning. Downtown and the rest of the city remain separated, jeopardizing the possibility of developing and implement coherent economic and social policies.  

To become a successful tourist city, Baltimore should approve a unique master plan with the consensus of all political, economic and social city forces.  The inclusion of tourism goals and policies in the plan could help to frame the development of the sector within medium and long-term periods. This strategy may have the capability to provide advantages from the public as well as the private sectors. Based in consensus among the parts, the inclusion of tourism in the plan could help the public sector to program investment in tourism infrastructure.  Additionally, it could benefit the private sector by providing them with clear and unified development priorities and guidelines.  With a publicly defined and accepted strategic plan, a broader number of investors and developers could have the possibility to know what types of projects that can gain the City’s support.  This feature may encourage a broader number of developers to present plans that meet public requirements and it may help the City to identify and choose from suitable projects.

Fourth, to attract urban tourists, Baltimore should improve the physical conditions of Baltimore’s neighborhoods and the quality of life of its residents.  The present Baltimore’s tourist bubble, defined by Judd (1999) as a well-defined perimeter that separates the tourist space from the rest of the city, is a misguided strategy that not only hurts local residents but also the tourist industry itself.  The Inner Harbor hotels are booming and in few years hotel rooms may almost double.  If Baltimore does not innovate in its tourism strategies, the City may will not be able to attract enough tourists to fill the hotel rooms.  Additionally, in a near future, Baltimore’s Convention Center will not only have to compete with US convention centers, but also with European convention centers.   As Judd (1999) asserts, convention centers do not exist in isolation from the cities in which they are located.  European cities with their rich urban life are much more attractive to conventioneers than most US cities.  As a consequence, if Baltimore does not improve its urban environment, the City may end up having to provide economic incentives and low hotel rates to attract business meetings. 

To become an interesting urban tourist destination, local residents should be closely involved in decision-making process and new tourist initiatives should be integrated into neighborhood life.  As a key step to opening the City to tourists, Baltimore’s decision-makers should support neighborhood’s initiatives and small locally- based businesses.  Downtown organizations should work on training and assisting locally based small- and medium- sized entrepreneurs.  With regard to wages in the tourism industry, the hotel and restaurant industry could benefit from paying living wages, which will help them to consolidate a professional and motivated workforce. 

Finally, Baltimore’s tourism strategy should shift from a sport to a culture strategy. 

In a study on cultural organizations in Baltimore, Hitters (1998) provides evidence that cultural organizations such as the Baltimore Symphony Orchestra (BSO), the Walters Art Gallery and Center Stage have grown both in attendance and financially.   However, Hitters study also highlights that there have been budgetary cuts of 25 percent in Baltimore’s $12 million annual expenditures on the sector, which exemplifies “city’s government failure to recognize the importance of the arts as a sector contributing to the city’s economy” (Hitters, 1998:5). 

Due to its cultural resources, Baltimore has a comparative advantage with respect to other locations for the development of cultural tourism.  To support a cultural strategy, Baltimore could develop a citywide cultural strategic plan.  The development of a cultural strategic plan with the inclusion of tourism may help to develop a tourism cultural vision for the city that suits the city’s cultural goals.  This approach would allow for the possibility of identifying cultural niches to be developed for tourism purposes.  The plan could have the potential to involve a broader number of cultural city agencies.  It could also encourage coordination and development efforts among community organizations, cultural governmental and non-governmental agencies, developers, and tourism businesses.

To conclude, the development of locally- based products could help to attract international tourists. Although national tourism still accounts for the majority of tourists within the U.S., to target international tourists is a realistic strategy for Baltimore due to its strategic location on the East Coast.  First, Baltimore is one of the closest U.S. cities to Europe, and Baltimore-Washington International airport is becoming more of a destination for European flights.  Second, high competition between airplane companies is decreasing the price of transcontinental flights.  Airfares from Europe to the US East Coast are already very competitive compared to inter-European airfares.  Finally, Baltimore is close to Washington D.C., which increases its attraction for foreign visitors.


As cultural/urban tourism and international tourism become the growing segments of the tourism industry, Baltimore should not lost its opportunity to develop a true competitive tourism niche that could help to consolidate Baltimore’s tourism industry while improve the living conditions of its local residents.  

Table 3.1.  Overnights and Day-Trips (millions), 1992-1997

                        1992       1993
1994
1995
1996
1997
 Change
    








          1992-1997
 

Business
3.2
3.4
3.3
4.2
4.4
4.2
31.2%



Leisure
6.6
5.7
7.8
6.1
6.6
9.2
39.4%

Total
9.8

9.1
11.1
10.3
11.0
13.4
36.7%

Overnights
3.4
3.6
3.7
4.3
4.5
4.7
38.2%

       Business
1.2
1.3
1.4
1.5
1.7
1.7
41.6%


       Leisure
2.2
2.3
2.3
2.7
2.8
3.0
36.3%

Day-Trips
6,4
5.5
7.4
6.0
6.5
8.7
4.6%




      Business
2.0

2.1

1.9
     2.6
2.7
2.5

25.0%

      Leisure
4.4

3.4

5.5
3.4
3.8
6.2

40.9%

Total
9.8

9.1

11.1
10.3
11.0
13.4

36.7%

Source:  Data compiled from D.K. Shifflet&Associates report and distributed by BACVA

Table 3.2.   Total Spending by Visitors ($millions), 1993-1997


1993
1994
1995
1996
1997

Change ($)
 Change(person-tips)







            1993-97                  1993-97

Business
841
945
968
1,345
1,181

40.4%

23.5%

Leisure
856
818
1,025
1,002
1,491

74.1%

61.4%



Total
1,698
1,763
1,993
2,347
2,672

57.3%

47.2%

Source:  Data compiled from D.K. Shifflet&Associates report and distributed by BACVA

Table 3.3.  Top Activities of Overnight Visitors, 1997


Business

Leisure

Dining
44%

35%

Entertainment
17%

30%

Shopping
17%

27%

Cultural
11%

17%

Historic Site
11%

16%

Sports Events
5%

14%

Waterfront
---

13%

Source:  Data compiled from D.K. Shifflet&Associates report and distributed by BACVA

Table 3.4.   Breakdown of Average Per-Person Daily Expenditure Dollars, 1997



     Business



      Leisure


Percentage

Dollars

Percentage

Dollars

Lodging
39%

$58.50

16%

$13.76


Transportation
30%

$45.00

25%

$21.50


Food
16%

$24.00

25%

$21.50


Shopping
6%

$9.00

14%

$12.04




Entertainment
5%

$7.50

13%

$11.18

Misc.
4%

$6.00

7%

$6.02



Total
100%

$150.00

100%
$86.00



Source:  Data compiled from D.K. Shifflel&Associates report and distributed by BACVA

Table 4.3.1.   Baltimore Convention Center, 1991-1998


1991
1992
1993
1994
1995
1996
 1997
1998*

Meetings
409
439
503
510
452
473
408
538

Attendees
304,535
378,902
414,058
329,107
302,293
302,097
436,177
522,892

Room-nights
320,922
326,857
311,845
364,333
375,414
351,851
459,015
444,933

Source:  Data compiled from BACVA

 Data from 1998 is estimated. 
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Table 4.4.1.   Baltimore's Hotel Occupancy (% rooms), 1992-1998


1992
1993
1994
1995
1996
1997
 1998
      Change (%)









         1992-98
 

Baltimore City
61.8
62.6
67.2
67.4
69.3
70.0
72.5
17.3


Inner Harbor
66.1
65.8
68.7
68.2
71.4
71.2
74.4
12.5

Source:  Data compiled from BACVA
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Note: The average annual payroll increase in amusement employment from 1995 to 1996 represents a jump from less than 40,000 to more than 70,000average annual salary.  This increase may be due to the inclusion of Baltimore Ravens players’ salary in the amusement sector because the team started to play in Baltimore in 1996.
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� The total number of visitors reported was “person-trips”  resulting from adding day-trips and overnights.


� Data was collected through visitors’ surveys and visitors probably reported transportation cost from their origins.  To clarify questions regarding data collection, I sent an e-mail to D.K. � HYPERLINK mailto:Shifflel@Associates ��Shifflel&Associates� requesting further information.  The company did not respond.


� Data published in the popular press reveled that  “in 1997, the convention center had 413 meetings, with 443,462 attendees and an economic impact of $812.1 million.  In 1998, there were 555 meetings, with 535,270 attendees, and an economic impact of $1 billion”  (Arney, 1999a).   BACVA provided the data to the journalist, but the numbers differed from other data distributed by the same organization to Baltimore Metropolitan Council (table 4.3.1).


� Butler’s (1980) life-cycle theory of tourism products shows that the number of tourists develops cyclically.  At the first stage, the city that stimulates tourism experiences a very slow rise in the number of visitors. In the second stage, total demand rises exponentially. Day tourism makes place for residential tourism, and net-benefits are substantial. In the third stage of development, growth in urban demand stagnates. In the final stage the destination loses attractiveness for all types of visitors. 
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