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Economic development
and Incentives

Why do we use incentives? To achieve our community’s economic
development goals

> Jobs

Business Development
Investment

Downtown revitalization
Brownfield redevelopment
Quality of life and quality of place
o Strengthen tax base

o

o

o

o

o

Incentives are not just about winning a deal. Smart incentive use is
always connected to a larger economic development strategy.
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Site selection and Incentives

First tier:
Identify options — strategic o Labor availability & costs
corporate objectives o Market demand & access

o Logistics & transportation
o Suitable land & real estate

\ Evaluate and Second tier:
\ eliminate locations — . : .
\operationa| el o Economics, tax & incentives
o Business climate
o Energy availability & cost
o Quality of life

Incentives are used to maximize
opportunity and minimize risk.

Source: Smart Incentives, JLL
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Companies are seeking well-designed
incentive programs that work for both
the business and the community to drive
long-term, mutually beneficial economic
development projects

Source: JLL, 2015
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State Incentive offerings

Non-tax Incentives Tax Incentives

o Grant o Tax abatement

> Direct loan o Tax credit

o Loan guarantee o Tax deduction

o Equity investment o Tax deferral

o Collateral support o Tax exemption

o Subsidized loan loss reserves o Tax refund or rebate

o Loan participation o Tax-exempt industrial revenue
- Preferential interest rate bond

56% 44%
Source: C2ER



State programs created
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Source: C2ER
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A framework for effective and
responsible incentive use

.
Evaluation




Evaluation lessons learned —
the challenges

Evaluations are risky for economic developers
o Factors outside their control determine outcomes

> One bad project can drive negative perceptions
> Results often oversimplified - headlines and tweets can't tell the story

Evaluations are difficult to do well . . .
o Data

o Resources
o Expertise

... And still leave many guestions unanswered
o Goals evolve — expected outcomes change

> Nuanced findings are unsatisfying
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Communicating findings Is
not easy . . .

JLARC Stalf 2016 Tax Preference Parformance Evaluation Sales & Use Tax Preference Figure 17. Estimated Effect of Incentive (left) and Marginal Effect (right) for Wages
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Evaluation lessons learned —
the benefits

Improving accountability
o What are we getting out of our incentives spending?

Improving understanding
o Communicating effective and responsible incentive use
o Insight on the role incentives play in economic development

Making evaluations useful to improve economic development
outcomes:

> Requires a sustained commitment to be meaningful
o Emphasizes the critical role of communication
> Focuses on improving policy — not disparaging past decisions

© 2017 SMART INCENTIVES 11




3 steps state legislatures can
take to create smart incentives

1. Set clear goals for each incentive program

2. Request and fund regular program performance
evaluation

3. Work with the executive and economic development
office to improve program performance
> On the same team — creating economic opportunities in your state
o How can incentives support these efforts?
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Contact

Ellen Harpel
President

571/212.3397

eharpel@businessdevelopmentadvisors.com
www.businessdevelopmentadvisors.com

ellen@smartincentives.org
http://www.smartincentives.orqg/

3y @Smartincentives
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