Economic Development

Economic development partners
collaborate to create incentive
packages tailored to each
company’s needs.
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hen a company considers
opening a new site in the
region he represents, Matt
Hall, executive vice president of One
Southern Indiana, the lead economic
development organization and chamber
of commerce for Indiana’s Clark and
Floyd Counties, knows the business will
weigh a range of factors. Among them are
regulatory climate, local and state taxes,
infrastructure, land availability, land, utility
and logistics costs, and workforce. Another
crucial component is the availability of tax,
energy, and land incentives that can boost
the company’s bottom line and improve its
chances for success at a new site.
Incentives play an essential role
in economic development, though
they should be kept in perspective. In
particular, incentives should never be
the most important factor in discussions
between companies and communities
about potential new sites. Other assets
play a more integral part in a company
finding long-term success at a site and
providing sustainable economic benefits
to a community, Hall says.
Critical Piece of the Puzzle
However, when a region meets other
essential priorities for a company seeking
a site, the incentive package becomes a
critical piece of the puzzle–an ingredient
that can make or break a locality’s chances
of landing a project.
“Incentives are a crucial component of
the entire package,” Hall says. “They serve
an important purpose for both companies
and communities.”
Incentives typically help offset costs in a
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project’s early years, giving a new site help establishing itself. municipalities across the state to provide a package that works
Incentives’ role in a project’s critical initial phase–when its for both the muni and the company,” Daniels says.
Among the entities that collaborate closely with One
success is far from guaranteed–is essential, notes Brenda
Southern
Indiana on economic development efforts is Hoosier
Daniels, manager of economic development for ElectriCities
Energy,
a
generation and transmission cooperative that
of North Carolina, a membership organization that includes
provides
wholesale
electric power and services to 18 member
public power communities in North Carolina, South
distribution
cooperatives
in central and southern Indiana and
Carolina, and Virginia. It provides management services to
southeastern
Illinois.
Hoosier’s
economic development team
North Carolina’s two municipal power agencies.
assists
businesses
locating
or
expanding
in its service territory,
Incentives are typically important most often for larger
offering
support
such
as
cost-of-doing-business
estimates and
projects in the site selection process, she adds, particularly
analysis,
infrastructure
financing,
and
special
electric
rates.
for companies with call centers, IT services, and
“Hoosier
works
hard
to
make
sure
that
each
site
is
served
operation centers.
and
gets
electric
power
as
soon
as
possible,”
Hall
says.
“Depending upon the scope and size of a project, start-up
“Hoosier
works
with
companies
to
make
sure
that
they
costs can make the difference between getting a project off
the ground and seeing it fail,” Daniels says. “Costs continue are as energy efficient as possible, which can save them a
to accumulate even after the project opens. Tax incentives tremendous amount of money over time. Hoosier is flexible,
easy to work with, and user-friendly for businesses.”
can lift that burden off every phase of a company’s budget.”
The collaborations across entities all point to helping
businesses excel in their new homes from the outset.
A Team Effort
“Both at the local and state level, we are hardwired to
Economic development is a team sport, Hall says. In
order for a region to thrive, multiple parties need to work get a company up and operational–and profitable–as soon
together to create conditions, such as incentive packages, that as possible,” Hall says. “That’s an important incentive. We
support success.
understand that if a company is not open for business, then
“It’s never just one organization or individual doing this it is not making money. We make sure to work hand in hand
work; it’s a meeting of the minds of many organizations and with state and local parties to make sure that happens.”
people who share the same goal,” Hall says. “Utility partners,
Sometimes the sense of collaboration can cut across
local governments, colleges, universities, and schools all have regional interests. For example, the One Southern Indiana
a role to play in successful economic development.”
region is located just across the Ohio River from Louisville,
Similarly, ElectriCities works “hand-in-hand with our Kentucky. The proximity of the two areas and their respective
PHOTO: One Southern Indiana

When distiller Sazerac Company purchased a former manufacturing facility in New Albany, Indiana, for its new bottling facility, it worked
with One Southern Indiana to secure tax credits and training grants based on its job-creation plans.
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When your success depends upon
storing and moving things that need
to remain cold or frozen, you want
the hottest names in the business.
That’s why Interstate Warehousing
turned to Johnson County REMC and
Hoosier Energy for their operation in
Franklin, Indiana. Not only did they
get a key location, they also got a
team that understands their
need for 24/7 energy and
the ability to adjust load
demands as needed. And
Hoosier Energy has been
there every step of the
way. Including four
expansions. If you’re
in logistics, we’re
the logical call.

Grant Chapman
Facility Engineer
Interstate
Warehousing

hoosier energy rural electric cooperative is an equal opportunity employer.

strengths can help each other when attracting
businesses. They occasionally join forces to
leverage the assets on both sides of the river.
“We’re starting to see the benefits of working in
tandem,” Hall says. “We know that if the mouth
of the funnel is larger, then we will have more
projects feeding into that funnel.”
The key to a successful incentive package is
that there are no losers–“it has to be a win-win
for both parties,” Daniels says. The incentives
should be designed to ensure that they both
help a company excel and provide the local
community with a subsequent boost.
Incentive packages need to be able “to stand
up to public scrutiny,” Hall says. “There has to
be a return-on-investment for the taxpayer.”
Investing in the Community
Investment is an important word. Incentives
do not amount to a giveaway, he says, but instead
are an investment in a company and its potential
value to a community. When communities
keep an investment mindset, they create
productive incentives.
“Every community should take a close look at
the incentives that they use to attract or expand
businesses,” Hall says. “Is it a good investment?
Will the taxpayer see a return?”
For instance, beginning Jan. 1, 2019, Hoosier
Energy will offer a new economic development
rider to businesses that locate in its service
territory. Eligibility criteria is tied to a company
providing sufficient returns for the community.
The rider offers a savings of up to 30 percent
on a company’s electric bill in its first year at
the site and an average savings of approximately
16 percent per year over the first six years of
power service.
In exchange for Hoosier Energy’s discounts,
a company must have a minimum monthly
electric power service demand and either
create 25 full-time equivalent employees and
make a capital investment of at least $8 million,
or create 10 full-time equivalent employees
and make a minimum capital investment of
$1 million.
Tom Stringer, corporate real estate advisory
managing director, site selection and incentives
for BDO, which provides accounting, tax,
audit, and consulting services, says incentives
have evolved so that most follow a pay-forperformance model that means companies
receive the benefits of the incentives only as
they meet certain benchmarks. “The majority
of programs in the country now operate this way,”
Stringer notes.
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Proper Place for Incentives
Matt Hall, executive vice president of One Southern Indiana,
questions whether a project will be a good fit for his organization’s
communities if company representatives start pressing on
incentives while still gathering basic information about the Southern
Indiana region.
“When a company calls and asks, ‘What are you going to give me?’
that’s a red flag,” Hall says. “My immediate response is, ‘Well, what are
the taxpayers going to get? What’s the community going to get?’”
Gregory Burkart, managing director and practice leader of site
selection and incentive advisory services at Duff & Phelps, agrees.
Incentives should be reserved for later in the decision-making process,
he says. In best practice, incentives tend to separate localities with
comparable other advantages.
“They should never lead the discussion, and I’m leery of companies
whose first question is, ‘Where can I get the most money?’ That
suggests their priorities aren’t in the right place,” Burkart says.
Although the examination of incentives should come later in the
decision-making process, that does not diminish their ultimate value,
Hall says. They can prove to be the final boost across the finish line.
“When you get down to those final few sites, incentives can become
increasingly important among the critical factors that will help push a
decision one way or another,” Hall says.
Burkart says no one wants a bad match between a community and
company, and there is no reason to develop creative, tailored incentives
to try to overcome a poor fit. Incentives should be reserved for
companies that seem poised to excel at a site.
“It’s difficult for economic development incentives to make up for
a bad site selection decision,” Burkart says. “If you try to smooth out
the rough edges with incentives, it’s important to remember that those
incentives only last a finite period of time. When they wear off, you’re
left with a suboptimal location.”

PHOTO: Gastonia Technology Park
At the Gastonia, North Carolina, home of Lanxess, a Germany-based specialty
chemicals company, free backup generation restores power within 30 seconds
of off-site utility power loss.

“That’s good public policy,” he adds. “That’s how an rates over a five-year period, underground service at no cost
incentive becomes an investment and that’s how it should be.” to the company,” she says. “Sometimes, generation plays a
Every company is different, as is every community. For that factor in the decision the utility company makes.”
reason, experts say incentives should be created to fit each
Daniels points to the Gastonia Technology Park in
unique situation.
Gastonia, North Carolina, as a success story that illustrates
“Good incentive packages are tailored to a project’s the type of support utility companies can offer. ElectriCities
specific needs,” says
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the Smart Sites qualification program. But that’s not all.
Designing unique
In the One
Our many Smart Sites are located in some of the best
incentive packages
S o u t h e r n I n di a n a
places in America to live and do business.
for each project “is
region, working with
the only way we work;
entities such as Hoosier
To learn more about these properties and our growing
there is no one-size-fitsEnergy, flexibility is
list of other Smart Sites, contact Brenda Daniels at
all approach,” Daniels
paramount to serving
800.768.7697 ext. 6363 or bdaniels@electricities.org.
says. “Each project
projects effectively.
It’s a no-brainer.
is different and each
“Some projects have
has its advant ages
more infrastructure
and disadvantages.”
needs than others, and
A utility company,
some require more
for instance, has
skilled training,” Hall
a mix of incentive
says. “How do we help
types that it can bring
those companies? How
to the table, depending on the scope, needs, and other do we customize our incentives to provide the tools they
characteristics of a particular project. “The incentives that need to be successful? It’s about looking at the needs of each
n
a utility can offer could be a variety of items: reduced utility individual company.”

SMART SITES.
Smart Sites?

August 2018 • Inbound Logistics 65

