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A $2 billion Mercedes manufacturing plant

$300 million in incentives for 1,500 jobs ($60,000/yr)
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a professional football team or…
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a new $1 billion football stadium or…

?
This is the existing 10-year old stadium.
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a live, work, play development or…
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Porsche’s North American Headquarters or…
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a performing arts 
center or…

a new convention 
center or…
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a Bass Pro Shop!
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a Public-Private Partnership (aka P3)

The PUBLIC provides the incentives 
while the PRIVATE makes the money.
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But for the public incentives, the 
private development wouldn’t occur.

Otherwise, the free enterprise system 
will provide adequate “incentives.”
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A self-fulfilling prophecy

BUT FOR even BIGGER incentives, the 
city/county/state next door will get the 

development.
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THE BOTTOM LINE

Do the benefits exceeds the costs?
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The INCENTIVES and
 Increased service costs (public safety, 

public works maintenance, etc.)
 Other governmental costs (schools)
 Trade-offs (I scratched your back –

now scratch mine!)
 Opportunity costs
 Project support
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 Property taxes and sales taxes from 
the project

 Utility revenues
 Jobs
 Redevelopment (“de-blight”)
 Reduced service cost (redevelopment)
 The “HALO” effect (???)
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 Property tax abatement
 Sales tax abatement
 Real property
 Infrastructure improvements
 Credit enhancement
 Tax-exempt financing
 Other government incentives
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Property tax abatement –
 Exemption – property “owned” by tax-

exempt entity (development authority)
 Redirected to project/financing costs

 PILOT – payment in lieu of taxes

 TIF/TAD – tax increment financing or tax 
allocation district
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Sales tax abatement –
 Redirected to project/financing costs
 Potential measurement issues

 Depends on sales tax reporting & payment 
processes

 Beware of “proxies” – require proof of 
payment

 CONSIDER “CANABALIZED” SALES
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Real property –
 Structure depends upon state law

 Permanent transfer

 Long-term bargain “lease” (99 yrs of $1)

 Works well for redevelopment of 
blighted areas
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Infrastructure improvements –
 Raw land – site prep, roads & utilities
 Environmental clean-up

 Old fuel tanks

 Dry cleaners
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Credit enhancements –
 Structure dependent on state law
 “Loan” money (directly or indirectly) to 

the developer
 Provide credit support if project 

revenues are insufficient to pay debt 
service



4/5/2013

11

2013 AGA Southeast Region Professional  Conference | 21

Other government incentives –
 Identify other available incentives (job 

tax credits, state incentives)
 Negotiate with related governmental 

entities to maximize incentives
 “Bundle” incentives to facilitate 

development
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Other issues –
 Coordinate with related entities
 Facilitate local approvals – planning, 

permitting, etc.
 Lead/manage public relations
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Develop an economic development 
policy –
 Identify goals & measurable objectives

 Target sectors

 Business retention & recruitment

 Redevelopment of blighted areas

 Identify financial incentives available & 
define limitations
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Develop an ED policy, continued –
 Develop evaluation process

 Ability to meet goals & objectives

 Project cost/benefit analysis

 Expanded cost/benefit analysis

 Develop performance standards
 Define monitoring & compliance
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Develop an ED policy, continued –
 Define the “Development Team”

 MUST include the CFO (from policy 
development through implementation)

 Should include knowledgeable 
professionals from impacted departments

 Be prepared to provide policy to 
potential developers
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Pursue development proactively –
 Identify development goals & 

alternatives

 MUST include the CFO (from policy 
development through implementation)

 Should include knowledgeable 
professionals from impacted departments
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Pursue development proactively –
 Consider soliciting “Indication of 

Interest” in specific projects
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Consider the source –
 REMEMBER – unsolicited proposals 

are prepared by the developers
 Often presented one-on-one to elected 

officials & upper management first
 Include big, pretty pictures & very 

favorable projections
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Consider evaluation alternatives –
 Do you evaluate the developer’s 

projections or feasibility studies?
 Do you prepare (or hire someone to 

prepare) independent projections or 
feasibility studies?

UNDERSTAND & EVALUATE ASSUMP-
TIONS CAREFULLY
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Consider all cost elements –
 Opportunity costs
 Operational costs (direct AND indirect)
 Multi-jurisdictional impacts
 Market impact
 Assessing intangible costs
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Identify all risks & uncertainties on 
potential outcomes –
 Components included proposals

 Project performance assumptions

 Developer credit  & performance risks

 Risks & uncertainties NOT identified & 
potentially unknown to the developer
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Risks & uncertainties to be considered –
 Market risk for the project
 Government revenues (legislative 

changes, etc.)
 Government cost & resource 

requirements (changes in service cost, 
etc.)

 Government credit risk
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Risks & uncertainties to be considered –
 Construction risk
 Risk or uncertainty of achieving ED 

objectives
 Legislative & regulatory risks
 On-going government performance 

risk
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