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Executive Summary

Mississippi, one of the nation’s poorest states, has for many decades tried to use economic development subsidies—large, company-specific subsidies in many different forms—to create jobs and a stronger tax base. Hardly alone among the states, Mississippi has about four dozen such programs, and they evidently cost the state treasury and local governments hundreds of millions of dollars a year.
A detailed evaluation of these programs is impossible because the state does not disclose company-specific costs and benefits of deals; nor does it routinely conduct performance audits of major programs or retain academic experts to review departments or programs. The state declined to even name for us the companies that claim the Jobs Tax Credits.

Instead, costs have often remained hidden while benefits have been exaggerated.

For example, for both auto “transplant deals,” studies were commissioned that produced implausibly high “ripple effect” job projections. The state once even declined to measure the fiscal impact of the massive Nissan deal on local public schools. 
Despite spending a great deal of money on subsidies for at least 72 years, the state has made precious little comparative economic progress. And despite many failed deals occurring over the decades, Mississippi’s economic development incentive rules still largely lack common-sense taxpayer safeguards that have become increasingly common in other states, such as online transparency, Job Quality Standards, and clawbacks. 

The state’s strategy of giving large subsidy packages to specific companies means less money has been available for two proven economic development strategies: skills and infrastructure. Indeed, Mississippi remains near the 50-state bottom in commonly accepted measures of development such as educational attainment, internet usage, and highway safety. 

In addition to traditional “smokestack-chasing” for factories, the state and many of its cities have subsidized two “low road” kinds of projects in the service sector: private, for-profit prisons and Wal-Mart facilities. Each kind of project involves interaction between state statutes that enable such deals and local governments granting them. 
Mississippi taxpayers would lower their risk and have more money to invest in skills and infrastructure if the state:

1) eliminates many of its economic development subsidies; and

2) redirects the monies into better schools, safer roads, and other ways of broadly creating opportunity such as promoting rural broadband access. 

Taxpayers would also gain greater confidence and get a better bang for the buck from their remaining economic development subsidy programs if the state:

1) makes its company-specific deals highly transparent on the web;

2) enacts a Unified Development Budget so that legislators can see all forms of state spending for jobs every year and treat them equally during times such as these when difficult budget decisions must be made; 

3) adopts market-based wage and health care standards (as it has on a handful of programs already) so that subsidized employers are not allowed to pay poverty-level wages and incur hidden taxpayer costs in the form of social safety-net expenditures such as Medicaid and State Children’s Health Insurance; and 
4) adopts rules to protect taxpayers if a deal fails by either recapturing monies (via a “clawback”) or at least rescinding or recalibrating future years’ subsidies.

By spending its resources in ways that are more broadly shared and more accountable to taxpayers, Mississippi can make winning investments for the long-term economic gains of its citizens. 

Introduction:

After 72 Years, It’s Time to Reconsider

Mississippi is considered by historians (such as James Cobb, author of The Selling of the South) to be the birthplace of what has since come to be called “the economic war among the states,” in which states compete with one another to attract large industrial and commercial projects by offering large, multi-subsidy packages. 

As Pulitzer Prize-winning journalists Don Barlett and James Steele recounted in their 1998 Time magazine series on “corporate welfare”:
In 1936, in the midst of the great depression, Mississippi fired the first shot in what is now an internecine, multibillion-dollar battle for jobs among the states.  
…The first beneficiary was Real Silk Hosiery Mills Inc. …Hurt first by the Depression and then by a bitter strike in 1934, Real Silk was working its way back to solvency in 1936 when Mississippi came calling. The town of Durant (pop. 2,500), a farming community with more sidewalks than paved streets, was offering to issue $25,000 in industrial-revenue bonds to buy land and erect a 15,000-sq.-ft. building, which it would lease to Real Silk for 25 years for all of $5 a year. …waive five years of county taxes on the building and property taxes on the machinery. … provide insurance, set up a training school and even erect housing for workers. In a special election, the town's voters approved the bond issue, 330 to 19. …nine years later, in December 1946, Durant’s citizens approved a second bond issue of $60,000 to expand the plant. 
At its peak, the Durant factory employed about 150 people [but by] the mid ‘50s, all that came to an end. Before the first bond was due to be paid off, Real Silk shut all its factories, including Durant, sold off the equipment and became an investment company. …The building that was to put Durant on the industrial map still stands—empty.

Barlett and Steele concluded by pointing out that Mississippi still ranked last in per capita income despite spending “hundreds upon hundreds of millions of dollars in economic incentives.”
Historian Cobb told the Atlanta Federal Reserve Board that the state originally intended to use subsidies to attract low-wage, low-skills jobs to stabilize the economy, and then end the practice. Instead, he noted, they were never phased out, instead becoming more elaborate.

To be fair, Mississippi was soon joined in this arms race by other Southern states, and the practice of active solicitation by the South from the North and Midwest became widespread by the 1950s, fueled in part by site location consultants such as the Fantus Factory Relocating Service, which was based in New York City. By the 1980s and 1990s, the story had come full cycle, as many Northern states were now themselves aggressively offering the same kinds of multi-subsidy packages to attract (or retain) large employers. 
All of this is to say that, while this study is about Mississippi, we acknowledge that the frustrations suffered by the state are not unique to it—nor are the solutions available to it. But in the current economic climate, it is important for Mississippi’s leaders to make sure that every dollar in their care is invested wisely.  The state has already had to close a gap equal to 2 percent of spending for the current year and is now in its second round of budget cuts.
 The outlook for the next two years is difficult as well.  

For example, there are reports of school districts that will be unable to make payroll for the rest of the academic year unless they cut staff.
 Some school districts are cutting back on electives and on vocational programs. During recessions, college enrollments often grow, but at Mississippi’s institutions of higher education, there have been cutbacks in course offerings and increased reliance on large lecture classes.
 This fiscal stress comes at a time when Mississippians increasingly need public services to weather the dislocations of the economic downturn.  
Given Mississippi’s long and costly history of subsidizing outside companies—and the state’s enduring poverty and poor tax base—there is a pressing need to look at these results and consider changing course. It is in the purview of the state to identify and scale back economic development subsidies that are not leading to the creation of a really vibrant state economy, and some of the strategies and programs identified here should be considered in this light. 
Even if there is disagreement about the effectiveness of a specific program in contributing to the state’s real economic development, there is invariably a consensus middle ground that says: let’s make such spending more transparent (so that everyone can better evaluate them) and build in safeguards (so that we create good jobs and have taxpayer protection if a deal fails to deliver). Our purpose here is to offer lessons learned and suggest positive alternatives by “composting” the state’s history.
Mississippi’s Economic Development Subsidies: 
Missing Basic Accountability Safeguards
Mississippi, like every state, has a myriad of state programs for economic development, and it uses these programs to pursue strategies that are both explicit and implicit. Because of the dozens of programs and – in Mississippi’s case – a real lack of transparency, it is not possible to quantify the total cost to state taxpayers.  But it is clear that, due to a lack of safeguards now commonly employed by many other states, there have been cases in Mississippi in which substantial taxpayer costs have been incurred but public benefits have not been forthcoming. 
As a diagnostic measure of the state’s use of safeguards, or lack thereof, Good Jobs First identified five key programs and performed detailed statutory analysis. The five programs are: 
· Advantage Jobs
· Growth and Prosperity Program
· Jobs Tax Credit
· Rural Economic Development (RED) Bond Credits
· ACE Fund Program 
As summarized in the chart below, our analysis of these five programs finds that they do not measure up to best-practice standards of accountability, as found in many other states. For example, none discloses costs or benefits of specific deals online. Three have no Job Quality Standards, and only one of the other two has a standard that would benefit more than a handful of top managers or highly-paid technical employees. Only one has a partial “clawback,” or money-back recapture provision, for failed deals. 
	Program Name
	Advantage Jobs
	Growth and Prosperity Program
	Jobs Tax Credit
	Rural Economic Development  (RED) Bond Credits
	ACE Fund Program                

	Type/Estimated Cost FY 08
	Rebate on Payroll Taxes, cost: $9.5M
	Full Sales, Use, Income, Franchise and Property Tax Exemptions (excludes schools, police and fire taxes). Estimated cost of this tax expenditure is not available. 
	Corporate Income Tax Credits, cost: $22 million
	Income Tax Credit equal to debt service on Industrial Revenue Bonds (Companies have to have IRBs to qualify), cost: $20 million
	Grant Program, Approximate cost: $430,000 approved in FY 2006

	Job Quality Standards

And Job-Creation Rules
	Average annual wages must match or exceed (depending on the industry) the lower of the average annual county or state wage. Also, employers must provide a basic health benefits plan. Excludes retail, gaming, and some service industries.
	No Job Quality Standard. Recipients are required to create 10 jobs.
	No Job Quality Standard. Companies must create between 10 and 20 jobs (depending on tier location) in one year, and can claim credits for up to five years.
	In tech-intensive industries, at least 10 employees (presumably managers) within a company must make at least 150% of the average state wage. No requirements for other industries.
	No Job Quality Standard. Awarded at sole discretion of Mississippi Development Authority.

	Geographic Targeting
	The minimum number of jobs required for companies to qualify for the program is at the discretion of the MDA, geography may be a factor.
	Program limited to certain counties within the state, or certain districts
	Benefits vary depending on locations. Companies in lower-income areas receive greater benefits and have to create fewer jobs.
	None
	None-Awards at sole discretion of MDA

	Clawbacks, Rescissions, and/or Recalibrations 
	Businesses have 24 months from the date of certification to meet all program requirements (including jobs and salaries). If a company does not meet this within two years, they lose the ability to claim the rebates. If a company fails to meet program requirements in any calendar quarter, they lose the ability to claim rebates for that quarter only. 
	2008 Mississippi Tax Commission found that of 86 approved program applications (40 for expansions, 46 for new facilities), only half created the 10 jobs required by the program. There are “clawbacks” (term used by MDA contact) for sales tax credits only. For the first 5 years if companies don’t create 10 jobs (except in tier 3 counties where there is an exemption on equipment anyway) companies have to pay back sales tax credits based on a schedule: the first year is forgiven, then 80% would have to be paid back in year 2, 60% in year 3, 40% in year 4, and 20% in year 5. 
	Companies that fall below the required job number in a given year cannot claim credits for that year, but may continue to claim credits in other years in which they meet the minimum job number.
	None
	None standard

	Online, 

Deal-Specific Disclosure
	No
	No
	No
	No
	No

	Property Tax Exemptions excluding schools
	N/A
	Property tax exemptions do not include school taxes, or the portion used to pay for police and fire services.
	N/A
	N/A
	N/A


Online Disclosure
By failing to have a Web-based disclosure system (as about half the states now do), Mississippi is hiding the most basic cost-benefit data about its economic development expenditures. Which companies got the subsidies? What was the value of the subsidy? How many jobs are promised in return, and at what wage and benefit levels? How many jobs actually have been created, and at what wage and benefit levels? 

We found some of the state officials we dealt with while performing this research to be hostile to the idea of disclosure. For example, we interviewed a staffer at the Mississippi State Tax Commission’s corporate income tax division seeking information on Jobs Tax Credits. Specifically, we sought a list of companies that receive the credits, but were told that the Commission would not release company-specific information “because of security issues.” 
In a far vaguer request, we asked for a county-by-county breakdown of the number of companies receiving Jobs Tax Credits, but were told that no more detail could be released than what already appears in the Commission’s annual report (which does not disaggregate economic development programs). We were also told that a Freedom of Information Request for data beyond those in the annual report would be denied.

Job Quality Standards
Five of the state’s programs do have wage rules, including two in Table 1 (however, as noted, one of those two only covers 10 employees, and then not in all cases). The three other programs in which a Job Quality Standard is either a requirement or an application threshold or a factor in setting the value of a subsidy include: the Major Economic Impact Authority loan program (for very large deals); the National or Regional Headquarters Jobs Credit; and the Research and Development (Incubator) Loan Program. 

At least three of these five standards have been in place for five years or more, and they raise an obvious question: if the state has seen fit to install Job Quality Standards in five programs, why doesn’t it apply them to all or nearly all programs? As of Good Jobs First’s 2003 survey (the most recent), at least 43 states applied them to at least one incentive, along with 41 cities and 5 counties. There is no controversy about such rules harming “business climates.” And, in an extensive search of public records and press accounts, we found no references to Mississippi “business climate” complaints related to the five programs. 
Unlike half the states, Mississippi has not disclosed company-specific data on which employers have the greatest number of employees (or their dependents) who are enrolled in Medicaid or the State Children’s Health Insurance Program (SCHIP). When subsidized employers are allowed to pay low wages and fail to provide health care, it is inevitable that some of the employees will qualify for and need to use social safety-net programs. That is, the deals will incur hidden taxpayer costs. 

Elsewhere in this report, we document economic development subsidies benefiting 13 Wal-Mart facilities. A U.S. Congressional committee has estimated that each Wal-Mart store generates about $240,750 in hidden federal taxpayer costs. Among those states that have disclosed the largest Medicaid and SCHIP corporate beneficiaries, Wal-Mart tops the list more often than any other company.

Clawbacks, Rescissions and Recalibrations
In our reading of the state’s incentive code and press accounts, and in a confirming interview with a state official, we found only one partial clawback on the books (within the Growth and Prosperity Program), and conclude that clawbacks are barely used within Mississippi’s economic development system. 
Clawbacks are recapture provisions which protect taxpayers: if a company fails to create the required number of jobs (and/or perform other public benefits such as capital investment) within a reasonable period of time, the clawbacks prescribes how the company must pay back the subsidy, typically on a prorated basis. That way, the money can be redirected to other deals that will produce jobs and a stronger tax base.

Akin to clawbacks are the rescission (in which a subsidy is canceled in future years after a shortfall) and the recalibration (where the value of a subsidy is adjusted, such as a less valuable property tax abatement, if a deal falls short. As described in Table 1, we found one program with a rescission and another that provides for one-year cancellations. 
Given that Mississippi can be so very generous with job subsidies even though it has a poor tax base and low per capita income, and especially given the state’s troubled history with deals that have not lasted (dating all the way back to that original Real Silk Hosiery deal), this lack of clawbacks is a glaring flaw. As much as any of our other findings, it suggests the state has a “wink and nod” attitude towards businesses when it comes to ensuring taxpayers get a bang for their bucks. 
Property Tax Carve-Out for Schools

One notable feature of Mississippi’s economic development code is the favorable treatment of the school share (or increment) of the property tax and other taxes. Pursuant to the Mississippi Code Ann. at Section 27-31-101, the school increment of the property tax is excluded from being abated or exempted.  This carve-out is evident within several of the state’s incentives, such as the Growth and Prosperity (or enterprise zone) Program, property tax exemptions, the Broadband Technology Ad Valorem exemption, and the in-state inventory tax exemption. 

It is laudable that this core public service is shielded from losses via property tax exemptions (also known as abatements) since in the average state, local property taxes are still the largest single source of school revenue. However, most school funding today comes from non-local sources, especially from the states. This is much more so in Mississippi than the average state. Recent data for public elementary and secondary education (2005-2006 school year) shows the national average revenue shares versus Mississippi’s:

Table 2:

Mississippi’s Public Education Revenue Sources Versus National Averages

	
	National Average
	Mississippi

	Local Sources
	44.4%
	28.2%

	State Sources
	46.5%
	51.0%

	Federal Sources
	9.1%
	20.7%


In other words, Mississippi’s protected local property tax is far less important to public schools than such revenues are in most other states, while state revenues (which are not protected) are almost twice as important. Notably, federal aid provides a larger share of school revenue to Mississippi than any other state (Louisiana is second, with 18.5 percent).
 
Therefore, shielding Mississippi schools from revenue loss through property tax-based job subsidies does little to prevent them from having low per-pupil expenditure rates or low teachers’ salaries. 

Expenditure rates and salaries, along with other publicly accessible school data, such as graduation rates and test scores, are frequently used by site location consultants as they shop for the most profitable locations for companies seeking a place in which to expand or relocate. Companies need good schools for three reasons: 1) to have a skilled labor pool from which to hire low- and mid-level employees; 2) to be able to successfully transfer key managers to the community when starting up; and 3) to continue to be able to attract employees of all responsibility levels who value education and have school-aged children. 

Geographic Targeting: Mississippi’s Three-Tier County Structure 
A number of Mississippi’s economic development programs offer different levels of subsidization depending on a county’s economic condition, with larger subsidies offered in needier areas to encourage more job creation in them. 

Under Section 57-73-21 of the Mississippi Code, each year the State Tax Commission groups the state’s counties into three tiers based equally upon their unemployment rates and per capita incomes for the most recent 36 month period. The 28 neediest counties (i.e., highest unemployment and lowest incomes) are designated Tier Three; the 27 least needy counties are Tier One counties; the remainder are Tier Two. 

These tier designations then determine the level of income tax credits a company can receive under the Jobs Tax Credits program, the size of tax credits available under the broadband technology tax credit, and the amount of sales and use tax exemption on machinery and equipment for manufacturing and processing companies. Deals in Tier Three counties are eligible for the largest subsidies, and Tier One the smallest.

Although such targeting is appealing on its face, it is our understanding that the state has not systematically evaluated its effectiveness. Additionally, in Fiscal 2008, the majority of state grants and loans went to less needy counties. We performed a simple analysis of the number of deals (but not their size) in each group of counties and found that roughly 44 percent went to the best-off tier one counties, 32 percent to tier two, and only 24 percent to the most-needy tier three counties.

A more meaningful analysis is not possible because we were unable to obtain details such as the dollar value of capital investment or the projected numbers of jobs. If Mississippi had a Web-based disclosure system, such analysis would become immediately possible, enabling the state to determine if the system is working. 

North Carolina has a similar county-tier system, seeking to encourage development in its depressed Appalachian and coastal plains areas. But audits and outside studies have found that the vast majority of jobs and investment continue to go to the state’s most prosperous areas around Charlotte and Raleigh-Durham. 
If Mississippi’s Fiscal 2008 distribution of deals is typical of other years, and if the share of dollars and jobs roughly mirrors the shares of deals, the data strongly suggest that the tier system is merely rewarding companies to go where they wanted to go anyway. A more efficient system to spur job creation in depressed areas would be to grant such subsidies only in the neediest areas. 

Two Unstated (Low Road) Strategies:

Private Prisons and Wal-Marts

Mississippi has a stated strategy of pursuing various sectors, or clusters, such as automotive and aviation. However, by following the money, it also becomes evident that the state has pursued at least two other unstated strategies: private prisons and Wal-Mart. 

Reflecting the structure of most job subsidies—they are enabled and regulated by the state but then granted by localities—the subsidies granted to benefit Wal-Mart and private, for-profit prisons typically involve interaction between state laws and local governments. In the case of private prisons, the interaction is far greater, since state permits and state incarceration contracts are often involved: even co-ownership by the state of one facility. 

Private Prison Subsidies

A 2001 Good Jobs First study of the nation’s largest private, for-profit prisons (those with 500 beds or more) found that Mississippi has an unusually high number of such facilities for a small-population state. Indeed, with six such facilities (each of them the beneficiary of economic development subsidies), Mississippi had as many as California; only Texas had more.
 

Also reflecting how intentional Mississippi has been, the study found that no state had made more use of publicly sponsored financing to subsidize the construction of private prisons: a total of five bond issues valued at $155.6 million. The two main financing methods are “lease-revenue bonds” and “certificates of participation” (sometimes referred to as COPS). 

Each essentially uses some of the cash flow from the operating contract—which is used to pay the lease on the facility— to service the construction debt. Because the bonds are issued by public authorities to build public facilities (which are then leased to and operated by the private contractor), the interest paid to investors is tax-exempt and therefore the interest rate is low, reducing the cost of construction. 

Notably, the bonds used to finance private prisons in Mississippi are not subject to a public vote. Therefore, they deny taxpayers the right to have say on whether to increase the number of prison beds (or incur the associated higher costs). They also deny local residents who might oppose the siting of a facility in their community an opportunity at the ballot box to let voters decide.

Private prisons are one of the most controversial issues in corrections. They raise issues typical of privatization debates (such as cost-effectiveness and quality of service) as well as profound moral issues. On the latter, groups such as the Public Safety and Justice Campaign argue that there is an inherent moral conflict created when a corporation has a profit motive in jailing more people and holding them for longer terms. 
On the issues of cost-effectiveness and quality of service, there is a long string of documented problems with private prison companies (including the dominant company in the industry, Corrections Corporation of America, which manages three of the six facilities in Mississippi), ranging from prisoner escapes and failure to control violence to criminal activity by employees and inadequate medical care of inmates.

Finally, despite the intention to promote economic development in Mississippi’s poorer rural counties, long-term national evidence does not conclude that prisons achieve that goal. A study by four sociologists spanning the period from 1969 to 1994 and looking at prisons of all kinds in both rural and urban counties, found that the arrival of a new prison does not create a significantly higher rate of total job growth, higher per capita income growth, higher total earnings growth, lower unemployment, or higher median family incomes compared to similar non-prison counties. 

In fact, the study’s most significant funding is a negative one. For rural counties that have experienced slow growth—precisely the most common intended beneficiaries of private prison construction in the U.S.—the sociologists found that the arrival of a “new prison impeded private and total employment growth.” Depressed rural counties that received a new prison had the lowest rates of job creation and the lowest income growth rates. 

The scholars recommend further research into possible explanations, including whether the costs of accommodating a prison “crowd out” other economic development due to the demands they place on rural infrastructure systems. “As a result, the infrastructure may be ill suited for other potential employers, and local governments have few funds left for other investments in the local infrastructure.”

Indeed, none of the local economic development officials interviewed in 2001 about the 60 largest private prisons they recruited could point to any formal economic impact studies having been performed. 

The six Mississippi private prisons, all subsidized, include: 
· Delta Correctional Facility in Greenwood opened in 1996. The facility was built on spec and financed by mortgage revenue bonds in the amount of $24.03 million. Since it is technically owned by a public authority (the Delta Correctional Facility Authority), it does not pay property taxes. The facility was constructed by Dominion Leasing (an affiliate of the Dominion Venture Group) and was initially operated by Corrections Partners Inc. Corrections Corporation of America took over management when it acquired Corrections Partners in 1995. It was built with a capacity of 1,000 adults at medium security and currently reports a capacity of 1,172.

· East Mississippi Correctional Facility in Meridian opened in 1999. It was subsidized by Certificates of Participation in the amount of $34.52 million, and pays less than full property taxes via a payment in lieu of taxes (PILOT). It is owned by the East Mississippi Correctional Facility Authority and is operated by GEO group (the renamed Wackenhut Corrections). It was built at a capacity of 1,000 adults for medium to maximum security and currently reports capacity of 1,500; it is not known if new subsidies were granted for this expansion. 

· Marshall County Correctional Facility in Holly Springs opened in 1996. It was subsidized by Certificates of Participation in the amount of $24.21 million and also pays less than full property taxes via a PILOT. It is owned by Marshall County Correctional Facilities Financing Corporation and is operated by GEO group. It was built at a capacity of 1,000 adults at medium security and remains at that size. Then-Wackenhut was selected by the Mississippi State Prison Emergency Construction and Management Board to construct and operate the facility. According to Del Stover, a member of the Marshall County Industrial Development Authority, local officials in Holly Springs did not want a prison built on a street named Martin Luther King Blvd., so they changed the name of the street.

· Tallahatchie County Correctional Facility in Tallahatchie opened in 2000. It was subsidized with site preparation assistance, including a federal grant of $1.25 million from the U.S. Department of Commerce’s Economic Development Administration. It is owned and operated by Corrections Corporation of America. It was built at a capacity of 1,100 adults at medium security and currently reports 2,542. It is not known whether additional subsidies were granted to enable this expansion or where the additional inmates come from. This facility was the first in Mississippi built to house a mix of state, out-of-state and federal prisoners. The facility had problems achieving full usage its early years: when the state of Wisconsin transferred 322 inmates from Tallahatchie to a Minnesota prison in February 2001, Corrections Corporation of America laid off most of the employees, and as of late 2001, it housed only 100 local county inmates.

· Walnut Grove Youth Correctional Facility in Walnut Grove opened in 2001. It received subsidies in the form of Certificates of Participation in the amount of $41.42 million. It was the only juvenile facility found among the large private prisons in the 2001 study (youths 19 years or younger are classified as juveniles). It was owned and operated by Tuscolameta, Inc., a local investor that did not own or operate any other prisons. It is today operated by Cornell Companies, the nation’s third-largest private prison company. It was built at a capacity of 500 but currently reports 1,500; it is not known if this expansion was enabled by additional subsidies.

· Wilkinson County Correctional Facility in Woodville opened in 1998. It was subsidized by Certificates of Participation totaling $31.43 million. It is owned by the Wilkinson County Industrial Development Authority and operated by Corrections Corporation of America. It was built with a capacity of 1,000 adults at medium security and remains that size. The facility was built after Wilkinson County got permission from the state legislature to build a private prison, and is jointly owned by the county and the state. 

Wal-Mart Subsidies
Subsidizing big-box retail development is one of the most controversial uses of economic development resources for several reasons. 

First, as an activity competing for scarce taxpayer resources, any kind of retail would normally come in last or very close to last because it has such poor economic ripple effects. “Upstream,” many of the goods sold in big boxes are manufactured overseas, and “downstream,” few additional jobs are created by the buying power of the stores’ employees because their wage and benefit levels are so low. That is, retailing adds very little economic value; it is a tertiary economic activity that depends on people having disposable income. It is not a creator of new wealth; people do not have more money to spend just because they have more places—or bigger, newer places— to spend it. 

Second, big-box retailing specifically is the most controversial (and Wal-Mart especially so) because its business model largely depends upon consolidation: gaining market share at the expense of existing, smaller merchants. But as three studies by the Austin, Texas-based consulting firm Civic Economics have documented (in Chicago, Austin and San Francisco), there are substantial differences between the local economic ripple effects of national chain stores and locally owned retailers. The locally owned businesses acquire more of their inputs locally (such as banking and accounting), spend more locally (such as newspaper advertisements), pay their employees better, and participate more extensively in local civic life than do the chains, the firm has found. 

Finally, as author Stacy Mitchell articulates in her book Big-Box Swindle: The True Costs of Mega-Retailers and the Fight to Save America’s Independent Businesses, big-box retailing is a fundamental threat to rural entrepreneurialism and civic fabric. She cites a damning body of sociological literature on how monopolism erodes public well-being. Starting with a study performed by the U.S. Department of Agriculture in the 1940s through current work by three academics, research has repeatedly found that communities dominated by large businesses are less healthy than those with many smaller companies and other local institutions. The measures range from public health (birth weights to murder rates) to economics (income inequality and unemployment) to civic participation (voter turnout). 

Despite these problems, the State of Mississippi, both directly through state programs and indirectly through its enabling legislation of locally administered programs such as tax increment financing (or TIF, which is a diversion of property taxes and sometimes also the local share of sales taxes away from public services), has subsidized or enabled localities to subsidize many Wal-Mart store and warehouse projects. Specifically: 

· Biloxi used TIF bonds of $350,000 to extend an access road for a discount store that opened in 1988.

· Brookhaven officials, for a distribution center that opened in 1986, arranged subsidies of more than $1.5 million, including infrastructure improvements (including a rail spur worth about $1.5 million) plus a ten-year property tax exemption and an exemption for inventory taxes. The state provided other tax credits of unknown value.
· D'Iberville and Harrison County assembled a subsidy package put at $2.3 million for a Supercenter that opened in 1999. The development, which included another anchor store as well as the Wal-Mart, received infrastructure assistance worth $4.6 million, of which $4 million was TIF (diverting city and county property taxes) and $600,000 was a Community Development Block Grant (a federal grant to local government).
· Fulton apparently provided a total of $900,000 for infrastructure improvements in the area of a Supercenter that opened in 1999. Of that, $600,000 came from TIF. The project also received a $300,000 Community Development Block Grant towards the improvements.
· Greenville issued $1.2 million in TIF bonds for infrastructure in the area of a Wal-Mart Supercenter that opened in 2002. 

· Hattiesburg, for a Supercenter that opened in 1999, issued $900,000 in bonds for infrastructure, including an access road and drainage improvements. The city services the bond debt through property-tax TIF;. Forrest County also contributes a fixed yearly amount towards the bond payments.
· In New Albany, for a distribution center that opened in 1996, subsidies total about $11.5 million. The state provided grants and loans to pay for about $3 million in infrastructure improvements, including road and water/sewer lines. Free land worth about $100,000 was provided by the county after it was donated by a local family. The facility was awarded a ten-year property tax exemption. Without the exemption, Wal-Mart would be paying about $838,000 annually in local taxes, making the exemption worth about $8.4 million.
· In Ocean Springs, for a Supercenter that opened in 2000, the city received a Community Development Block Grant of unreported value for drainage improvements. 

· Olive Branch, for a Supercenter development that opened in 2000, arranged subsidies totaling $1.7 million. It used sales-tax TIF for $1,175,000 in road, water, and sewer improvements. The state development authority added an additional $500,000 in Community Development Block Grant funding.
· Pascagoula, for a Supercenter project that opened n 2003, provided a TIF subsidy of $5 million for infrastructure improvements.

· Petal, for a Supercenter that opened in 2001, arranged subsidies of $877,000. With Forrest County, the city provided infrastructure through TIF, including $277,000 from county property taxes (excluding school taxes). City officials were unable to provide a dollar estimate, but the Hattiesburg American reported the city’s contribution to be worth $600,000.
· Richland, for a Supercenter project (which includes several smaller stores) that opened in 2001, provided water, sewer, and road improvements through sales-tax TIF valued at $363,000. 

· Waveland, for a Supercenter that opened in 2003, planned to use a $500,000 Community Development Block Grant to pay for infrastructure improvements around the site. 
Community Colleges: The Positive Alternative

Instead of prisons or predatory retailing, there is a growing body of evidence that community colleges are the best way to raise long-term living standards in rural areas. A non-profit group that has performed best-practice research and consulting on skills-based economic development strategies for dozens of years, in Mississippi and many other rural states, Regional Technology Strategies, Inc. of Carrboro, North Carolina, is a highly regarded source of expertise on the issue.

Two Case Studies: Beef and Vacuum Cleaners
 SEQ CHAPTER \h \r 1“...[E]conomic development practitioners... see their work as complex and undefined...they feel their jobs are not understood and they must report to people who lack knowledge about their field.  In response, they seek out the appearance of some certainty in their task by adopting a philosophy of ‘shoot anything that flies; claim anything that falls.’”

With the long-term decline in agricultural employment, predominately rural states have tried many different ways to attract jobs. Economic development experts group their efforts into two kinds: the “shoot everything that flies” approach, or an intentional strategy targeting some specific business sectors. 

The former approach is not well-regarded: it implies a passive  belief that the economy will improve if jobs—any jobs, even minimum-wage jobs—arrive. The most damning critique of this approach argues that if a state incents poverty-wage jobs, all it does is attract a lot of poor, low-skilled people to fill them, and that such a workforce will always hamper a state’s ability to attract higher-skill, higher-wage jobs. 

The latter strategy basically says: identify your state’s sectoral strengths, then reinforce those strengths in ways that enables your workforce to add increasing value to the good or services they produce in those sectors. Those reinforcements could involve anything from job training and technology diffusion to export promotion and quality control. In the long term, adding more value means more ability to pay better wages and raise overall living standards.

Although Mississippi has some history focusing on sectors (such as its decades-old furniture cluster and now automotive and aviation and other stated goals), it has also gone after many unrelated projects, with very uneven results. Two high-profile, high-cost deals that failed have prompted public officials to question the state’s economic development process. One prompted calls for much tighter application reviews and due diligence. Both caution against “putting a lot of eggs in one corporate basket.” 

Case Study #1:

Mississippi Beef Processors

Oakland, Yalobusha County, 2001

The facility was to employ 300-400 workers processing “cull cows,” i.e., dried-up dairy cows. State and local subsidies eventually totaled about $71 million, including:

· $35 million loan for the project with a 100 percent state guarantee; 

· a $550,000 Rural Development Grant for a utility line to the project; 

· $6.5 million in consulting and plant construction management fees
; 

· $5 million Land, Water, Timber Commission grant; 

· $250,000 grant to city of Oakland; 

· a line of credit worth $6.5 million;

· a $14 million legislative loan guarantee; and  

· a $2.5 million Yalobusha County grant. 

The most spectacular failure in recent Mississippi economic development policy, the Mississippi Beef Processers deal was heavily promoted by House Speaker Billy McCoy, who reportedly viewed the project—“a country Nissan”—as a return favor for his support for the state’s massive Nissan deal.
  
The state proceeded with the project despite warnings from Mississippi State University agricultural economists that market conditions “do not support building a new beef slaughter facility in Mississippi.”
    

State officials recruited Richard Hall, the Tennessee-based scion of a Mississippi meat-packing family, to develop the project.
  He submitted a sketchy proposal to the Land, Water and Timber Resource Board.  The Board, of which Speaker McCoy was a member, approved a $21 million state loan, and later increased it to $35 million, adding the 100 percent state guarantee. 
The plant was completed at a cost of $43.5 million, double the 2001 estimate of the Mississippi State University extension service.
 The initial cost overruns prompted the state to hire the Facility Group of Georgia (at an eventual cost of $6.5 million) to finish construction.
   

The plant lacked enough skilled workers to make it work, and the equipment installed was faulty.
   It closed in 2004 after operating for only 3 months, by which time the state’s liability had swollen to $55 million.
 

In addition to the failure to create jobs, there ensued charges of personal wrongdoing. Developer Hall and an associate (who had deposited a check for $187,725 from the Mississippi Development Authority to his personal account) were sentenced to prison for fraud.
  A building contractor was sentenced to a shorter term for kickbacks, while three executives of the Facility Group were convicted of making illegal campaign contributions. (Mississippi sought to recover $9 million in consulting fees and damages from this firm.) The abandoned plant was eventually purchased by Windsor Quality Food in 2007.

In a 2004 report, Mississippi state auditor Phil Bryant proposed reforms for better monitoring of projects, and criticized the state’s failure to perform due diligence.  (Bryant was himself criticized for having been slow to uncover or publicize the project’s abuses.) Reforms Bryant proposed include basic measures for projects seeking subsidies, such as requiring a detailed business plan within a project application, relevant management qualifications and résumés, credit checks by independent CPAs, and an independent market analysis.

Incoming Governor Haley Barbour decried the Mississippi Beef Processors project as being driven by politics instead of economics. Responding to calls by Auditor Bryant to transfer the duties of the Land, Water and Timber Resources Board to the Mississippi Development Authority, the state senate passed several bills to abolish the former. However, they died in the House. Bryant later claimed that the Board had adopted more responsible practices.
 
Any time a deal involves such a high share of subsidization and public risk, taxpayers should be wary. The obvious question is: if there is a profitable market for such a product or service, why aren’t there more private companies investing their own capital to capture it?
Case Study #2:

Oreck Manufacturing Corporation

Long Beach, Harrison County, 1997 

This was a vacuum cleaner manufacturing facility and call center with 450 jobs. Its closure was announced in late 2006 and took effect in 2007, as the plant’s 10-year property tax exemption ran out. State and local subsides totaled more than $20.3 million, including: 
· $1.5 million in real estate and equipment tax exemptions (except for the portion going to the school district); 

· A $3 million, 20-year Mississippi Business Investment Act loan at 2.5 percent interest. This incentive required the number of employees at the Oreck facility to remain over 200; 

· Free property in the Long Beach Industrial Park valued at $350,000, along with purchase of other public lands at low prices;

· $15 million in Industrial Revenue Bonds to finance purchase of the old Regina factory; 

· A Community Development Block Grant of more than $416,000 for an access road to the company’s call center; and 

· A warehouse exemption from taxes on manufactured goods Oreck shipped from the county.

Oreck’s December 2006 decision to close its plant in Mississippi and move the production to Tennessee had public officials expressing anger and disappointment. Harrison County Development Commission Director Larry Barnett told the Biloxi Sun Herald: “I am trying to remain optimistic, but I am extremely disappointed to see that the company did not stick with their employees who helped them get through the storm.” Barnett was referring to the intense efforts of the 450-person workforce that restored production in only 10 days after the plant, located on the Gulf coast near Biloxi, was damaged by Hurricane Katrina in August 2005. (The rising cost of insurance was one of the reasons given by the company for leaving.) 

Making the shutdown especially bitter for the workers and community were all the subsidies Oreck had received.
 Although it is not evident that the 1997 subsidies included clawbacks, when Oreck’s Long Beach employment dropped below 200, the MDA and Harrison County called the low-interest $3 million Mississippi Business Investment Act loan.
 It is not clear whether any subsidies were recaptured. 

Even U.S. Senator Trent Lott chided Oreck for shutting the operation just as its 10-year property tax abatement expired: “A lot of Mississippians will have very legitimate questions about this timing, and I think the company should have made a genuine effort to address it.”
  

Harrison County officials were chastened. According to the Biloxi Sun Herald, Harrison County Supervisor Marlin Leader “said he’s tired of the county’s traditional way of attracting companies: ‘you get a deal and we get the shaft. That’s ridiculous.’” County development commissioner Henry “Tut” Kinney said the closing “points out that incentives are fool’s gold… The belief that loans and tax incentives will draw new businesses that stay here are mythology.” 
 
The Oreck episode is an illustration of how branch plants owned by out-of-state companies are more likely than headquarters plants to move, shut down, or lay off workers.

Nissan and Toyota: Trophy Auto “Transplant” Deals

Mississippi has landed two of the nation’s most-coveted manufacturing prizes: foreign-owned auto assembly plants Nissan in Canton and Toyota in Blue Springs. 
Honda began this wave of foreign direct auto investment into the U.S. in southern Ohio in 1980. To date, 20 of these assembly “transplants” have received at least $3.6 billion in state and local job subsidies. Since the enactment of the North American Free Trade Agreement in 1993, nearly all of the transplants have located in “right to work” states and enjoyed the advantage of younger workforces. 
As lower-cost entrants in a mature, saturated market, they have helped foreign producers gradually take market share away from the Big 3, contributing to plant closings, especially in the Midwest. But Mississippi’s two plants have not been immune to the nation’s sharp downturn in car sales. Indeed, the Toyota plant is currently slated to be finished but not equipped, its start-up date postponed indefinitely. 
Nissan: Canton, Madison County, 2000

Originally projected to employ between 3,000 and 4,000 workers and require a $930 million investment, Mississippi’s deal for Nissan was later expanded to a $1.4 billion investment with up to 5,000 workers and an annual capacity of 400,000 vehicles (up from 250,000).
  
The plant was built to enable Nissan to more aggressively compete in the high-margin light truck (minivan and SUV) market dominated by the Big 3. The popular Altima sedan was added. Wages at the plant were projected to eventually average $23 an hour; however Nissan reported starting wages of $12.50 plus benefits.

The final $363.5 million subsidy package included: 

· Property acquisition  assistance worth $36.4 million

· Site preparation assistance worth $56.1 million   

· A $5,000 annual tax credit for every full-time hire for 20 years, provided Nissan employed a minimum of 3000 employees for 20 years
 and invested at least $750 million. 

· Nissan suppliers receive a $1,000 rebate for every job created for five years

· $11.3 million for a  Center for Advanced Vehicular Research at the University of Mississippi 

· Road improvements worth $23.1 million

· A $2 million early completion bonus for highway interchange and road improvements 

· Service infrastructure improvements $62.8 million

· Recruitment and Training $103.5 million

· Rail yard $10.7 million 

· Centers for Advanced Vehicular Systems (CAVS), related scholarships $27 million

· Grants for distributed antenna systems (DAS) worth $28 million

Mississippi Development Authority officials credited the deal in part to the enactment of Advantage Mississippi, which combines multiple tax incentives, employment training resources, infrastructure planning, government support, and new government-university partnerships.
  The Nissan deal also enjoyed an expedited legislative process to approve the bond issue; it was completed in 5 months rather than a more typical 18. Mississippi’s proximity to Mexican auto parts auto suppliers was also as a factor in Nissan’s location decision.

Observers at the time noted that the deal clearly pairs a state and a company with meshing self-interests. The state was stressed by massive job losses in the furniture industry and eager to win foreign auto investment. The company had undergone a painful restructuring: after Renault acquired a controlling interest. The new CEO, Carlos Ghosn, was aggressively cutting costs and weakening Nissan’s traditional “keiretsu” system of close relationships with its suppliers.
 The huge investment in Canton was part of a high-risk, high reward strategy to challenge Detroit’s dominance of the light truck market. 

However, in a 2006 article, Mississippi labor journalist Joe Atkins noted “the simple fact that Nissan, as well as the other foreign and domestic automakers in Detroit South, invested in the region for the same reason as the outside investors in the early 1900s: cheap, non-unionized workers.” He cited CEO Ghosn’s speech to Nissan workers at the company’s Smyrna, Tennessee plant before they voted on whether to join the UAW: “It is without reservation to say that bringing a union into Smyrna could result in making Smyrna non-competitive, which is not in your best interest or Nissan’s.”

Nissan irked state officials in late 2001 when it sent Gov. Musgrove a sharply worded letter expressing displeasure about the possibility of “another automobile company” locating in the state as the Governor prepared to visit South Korea to court a Hyundai plant. Besides winning an exceptionally large training package for its Canton start-up (to quietly compensate for workforce skill levels), Nissan had not received as many applicants there as it had hoped, far fewer than it had in Smyrna, Tennessee. The company stated specifically that it “would be greatly concerned if this new site is located within 80 miles of our Canton facility.”
 
Nissan’s stock is currently trading between $6 and $7 per share (on NASDAQ), after trading in the low- to mid-20s for several years prior to 2008. Amidst the horrendous industry-wide sales declines of the fourth quarter of 2008, Nissan offered buyouts of as much as $125,000 to 6,600 workers at its Tennessee plants producing slow-selling models. Nissan also cut temporary jobs at the Canton plant in October 2008 in response to slumping sales.
  

As with the later Toyota deal, concerns over the size of the subsidy package were generally drowned out by officials’ euphoria and favorable media about landing such a coveted “trophy” deal. But there have been some exceptions. 

For example, University of Mississippi economist William Shughart called the Nissan subsidy package “an improper use of the taxpayers’ money” that should only “be used for broad public benefit.”
 He noted that Northeast Mississippi's prospects for sustainable economic development hinge “not on furnishing prospective employers with prepared plant sites or relief from sales and property taxes but on the much harder (and less quick-to-pay-off politically) job of ensuring that its people have opportunities to acquire training in a capital-mobile global economy.” 
The purported economic ripple effects of the deal have been a contentious issue. For example, a proposed 2003 bill to study just one aspect—the fiscal impact of the Nissan plant on the area’s education system—died in committee.
  After an earlier study by the State College Board predicted the state would not break even on the Nissan deal until 2015, the Mississippi Development Authority    commissioned a University of Southern Mississippi study which claimed the Nissan project would offset state investment by 2007 and generate 6 additional jobs for each one created at the plant, for a total of 16,212 direct and indirect jobs. This job multiplier was criticized by a Mississippi State University economist, Professor Charles Campbell. He said a multiplier of 1.8, let alone 6, is “big” for the state.
 

We would be surprised if the ripple effects exceeded 1.5 additional jobs for each direct Nissan job; they are probably somewhat lower. A 1999 U.S. Department of Commerce Economic Development Administration report summarizing the literature, methodologies, and competing software programs for input-output analysis cautioned that any claim of more than 1.5 ripple effect jobs is facially questionable.
 The most prized ripple effect jobs in auto are the “upstream” jobs making parts. However, in a mature industry such as auto, later-built assembly plants are less likely to generate new supplier facilities, as existing supplier firms will have capacity to compete. (And even when Mississippi does attract suppliers, their fiscal benefits to the state are muted by the fact that they receive many economic development subsidies that are “as of right” or “entitlement” in nature, along with any discretionary, deal-specific subsidies.) 

Some legislators questioned the expanded use of eminent domain to assemble land for a private corporation like Nissan.
 In fact, African-American owners of 27 acres wanted by the state and Nissan refused to sell, claiming they had not been offered the same deal as white landowners. The acreage was not needed for the plant, however, and the State dropped its suit in 2002. However, critics of the controversial Kelo decision, in which the U.S. Supreme Court narrowly upheld the use of eminent domain for economic development, continue to cite the Nissan project as support for their position.

In 2005, United Auto Workers officials met with Canton community leaders to discuss worker complaints about low wages and lack of job security.
 Earlier, the United Steelworkers criticized Nissan supplier Tower Automotive for paying less ($9.75 hourly) at its Mississippi plant than at its unionized sites in other states ($15 hourly).
 A recent UAW newsletter reported that a Nissan Canton worker and mother of 10 children had been dismissed after suffering a severe knee injury.
 

In contrast to the later Toyota deal, where efforts to require minority business set-asides were unsuccessful, Senator John Horhn (now a mayoral candidate for Jackson) succeeded in getting Nissan business for two black-owned tier-one suppliers as well as two major, black-owned, service providers that operate inside the Nissan facility itself.

In 2008, Madison County, which had granted Nissan accelerated depreciation for assessed valuation of machinery, restored standard depreciation over the company’s protests. Due to production cuts at the Canton plant, revenue from the plant ($1.64 million in 2007) had fallen behind the county’s debt service costs ($1.67 million) for its subsidies to Nissan. The county maintained that less production meant less wear and tear on Nissan’s machinery, eliminating the justification for accelerated depreciation. 
   

Toyota: Blue Springs, Union County, 2007

Toyota’s assembly plant in Blue Springs was announced in 2007, but when it will hire production workers is now uncertain. The plant was originally scheduled to begin production by 2010: however in December 2008, after U.S. auto sales plummeted for three consecutive months, Toyota suspended plans for production at Blue Springs indefinitely. It will finish building the plant but not install equipment.

The 1,700-acre, $1.3 billion investment is designed to produce 150,000 vehicles annually. Starting wage levels were projected to be $14 to $15 an hour, slightly higher than $13 hour previously paid for skilled jobs in the region.
 State officials say the project will eventually provide 2,000 direct jobs. 

At first, the Blue Springs plant was expected to produce Highlander crossover utility vehicles, but this was later changed to the hybrid Prius model. However, between the recession and a sharp retreat in gasoline prices, Prius sales fell by half in November 2008 from a year earlier.
  

State and local subsidies totaled $330 million, including: 

· Infrastructure - $136.6 million (including $57.6 million for roads and $30 million for rail)

· Workforce training - $80 million 
· Site Preparation - $50 million (local)  
· 20-year income tax exemption
· Sales and use tax exemption for equipment
· 3.5 percent rebate on payroll taxes
· $22 million Center for Manufacturing Excellence at the University of Mississippi
· $30 million in training funds for Toyota suppliers locating in Mississippi
 

Toyota pledged $50 million for schools in the three counties around the Blue Springs site.

Mississippi reportedly outbid finalists North Carolina, Arkansas, and Tennessee for what would be Toyota’s eighth North American plant. The deal was part of the state’s effort to replace lost furniture jobs with better jobs in defense, auto and aerospace. (The northeast corner of Mississippi, centered around Tupelo, is a major center of U.S. furniture mass-production, especially upholstered models, including recliners and incliners. That industry has suffered import competition as well as the loss of supplier jobs as firms have sourced some components offshore.) Governor Barbour said he was grateful to get the plant for less than what Mississippi spent in 2003 on Nissan’s Motor’s Canton plant.
 

In announcing its decision to locate near Tupelo (the city best known as the birthplace of Elvis Presley), Toyota stressed its “Americanization.” CEO Jim Press said “Toyota is an “immigrant not a foreigner.” Remarkably, despite the size of the subsidy package, Press actually said the incentives were not a factor in the company’s decision.

As if foreshadowing the recent efforts by Southern senators to block the federal government’s $17 billion rescue for the Big Three, then-Senator Trent Lott said at the press conference: “We are warriors on your behalf.”
 (Such remarks echoed the mid-1980s, when Japanese automakers spread the first “transplants” among more-unionized Northern states to blunt automotive domestic content legislation in the U.S. Senate after its passed the U.S. House of Representatives in 1983.) 
Contemporary news accounts attributed Mississippi’s success to issues besides the subsidies. The Tennessee Valley Authority’s recently created “megasite” program, which certifies potential sites as “shovel ready,” i.e., as having adequate land and workforce, highway and rail access for large auto projects, contributed to the effort.
  The 1,700-acre Blue Spring site selected by Toyota was one such TVA-certified site. As well, there was regional cooperation: the three counties forming the state’s so-called “Golden Triangle”—Clay, Oktibbeha, and Lowndes—formed the state’s first “regional alliance” to assemble the land eventually marketed to Toyota. 

Another factor was the specialized academic/technical resources created to support the state’s efforts to attract manufacturing investment: the Center for Advanced Vehicular Systems at Mississippi State University’s Starkville/Canton campus, the University of Mississippi Center of Advanced Manufacturing Excellence (Oxford) and the School of Polymers and High Performance Materials (USM-Hattiesburg).
 
As with the Nissan deal, concerns over the project’s costs were largely unheard, amidst public officials’ celebration and favorable media coverage. But some issues have been raised.
State officials again made aggressive large claims for the deal’s potential payback, particularly in the form of ripple effect job creation.
  While less extreme than the Nissan-project claims of 6 indirect jobs, the job multiplier used for the Toyota deal (3.29) to project 6,580 additional jobs is simply not consistent with consensus scholarship on input-output analysis. As explained in the Nissan case study, any claim above 1.5 ripple effects jobs is not credible on its face. 
An editorial in the University of Mississippi’s newspaper made note of the deal’s extraordinary training costs. “It is unsurprising that half the package was to be spent educating Toyota’s and its suppliers’ workers. Huge sections of our workforce aren’t educated enough to work advanced manufacturing jobs without in-depth further training.”
 
Gov. Barbour blocked efforts by Delta-area legislators to use minority business set-asides to reserve $10 million of the supplier training incentives for minority businesses.
 

Assessing Mississippi’s Economic Development Outcomes

Assuming that a consensus goal of economic development is to raise the living standards of a typical family, Mississippi is not achieving good outcomes for its economic development spending. By many 50-state measures, Mississippi remains mired near the bottom, with little evident progress. This is true whether one examines family well-being, the condition of the state’s businesses, or the state’s physical plant. More than any criticism about any individual deal or group of deals, this evidence resoundingly suggests that Mississippi should review and revise its economic development policies. 

These findings reflect not just the state’s expenditures that have “economic development” in their name; they also reflect the overall impact of the state’s general spending for basic public goods such as roads and education, which are of course the cornerstones of a sound economy because they affect the productivity and the income of every worker and every employer every day. 

Innovation and Adoption of Technology: Distant 49th 
According to a widely-respected 50-state survey, Mississippi is doing very poorly in keeping pace in embracing technology for economic development. The Information Technology and Innovation Foundation, together with the Kauffman Foundation, re-issued its State New Economy Index in 2007.
 The Index measures the states’ success in adopting technological innovation not only in emerging sectors but also more broadly throughout the economy.

The study ranks Mississippi 49th among the states, based on 26 different measures; it also found that Mississippi had declined on twice as many measures as it had increased since 2002, worst among the states. Its basic findings are: 

2007 State New Economy Index Scores for Mississippi

	Rank
	Measure

	49
	Overall

	
	Knowledge Jobs

	49
	Employment in IT occupations in non-IT industries (as % of all jobs)

	47
	Managerial, professional, technical Jobs (as % of all jobs)

	48
	Workforce education (weighted measure of educational attainment)

	39
	Immigration of knowledge workers (attainment of recent immigrants)

	49
	Manufacturing value added (share of factory jobs adding above-national average levels of value) 

	43
	High-wage traded services (share of jobs in traded services with above-national median wages) 

	
	Globalization

	45
	Export focus of manufacturing and services (per-worker value of exports)

	44
	Foreign direct investment (share of workers employed by foreign firms)

	44
	Package exports (UPS packages exported per worker)

	
	Economic Dynamism

	40
	“Gazelle” jobs (companies growing 20% or more 4 years in a row)

	24
	Job churning (business start-ups and failures, combined)

	40
	Fastest-growing firms (Deloitte Technology and Inc. magazine numbers)

	36
	Initial Public Offerings (number and value vs. worker earnings)

	11
	Entrepreneurial activity (entrepreneurs starting new businesses) 

	49
	Inventor patents (individual/non-corporate per 1,000 residents)

	
	Digital Economy

	50
	Online population (internet users as a share of population) 

	49
	Internet domain names (number per firm)

	40
	Technology in schools (computer and Internet use in schools)

	35
	E-Government (use of digital technology in state government) 

	46
	Online agriculture (share of farmers with Internet access and using computers for business) 

	42
	Broadband telecommunications (deployment in residential and business) 

	
	Innovation Capacity

	49
	High-tech jobs (in six sectors)

	45
	Scientists and engineers (as a % of the workforce) 

	49
	Patents (to companies or individuals per 1,000 residents)

	14
	Industry investment in Research & Development (as share of worker earnings) 

	43
	Venture capital (invested, as a share of worker earnings) 


Given the state’s very low rankings in categories measuring capacity development and business support, it is a tribute to the state’s entrepreneurs that they are doing better than average starting new businesses. But that is one of very few bright spots. Although a few of Mississippi’s rankings will undoubtedly improve in later versions (such as foreign direct investment after Toyota and its suppliers are fully operational), the overall New Economy Index findings suggest many policy recommendations for the state, too numerous to discuss here.

It is worth noting, however, that the New Economy Index is highly critical of any economic development strategy based on cheap labor instead of higher productivity, of job subsidies that do not have job quality standards, of any spending that is not strictly aligned with the state’s overall development strategy, of spending that favors one company instead of a cluster of companies, and of grants to universities that are not tied to specific economic development outcomes within their regional economies. It also urges states to align workforce development with economic development and devote more resources to the skills of incumbent workers. 

To address the problem of low Internet access and use, the study spotlights how some rural states have reformed telecommunications franchise laws and aggregated demand for broadband services (forming broadband buying coops) to leverage affordable service to thinly populated areas. 

Many of the ITIF findings are echoed in another 50-state rating, the Corporation for Enterprise Development’s “2006 Development Report Card for the States.” It ranks Mississippi between 47th and 50th by 20 different measures of social and economic well-being, including heart disease, areas that have a shortage of health care professionals, infant mortality, households with computers, reading and math proficiency, average annual pay, average teacher salary, working poor and poverty rate. It rates the state within the top 10 on fewer measures, including industrial diversity, loans to small businesses, change in the number of uninsured children, job creation by start-up businesses, air quality non-attainment, change in private research and development, average annual pay growth, and manufacturing investment.
 
Infrastructure: Underfunded and Poorly Maintained 

Along with skills, infrastructure is the other proven ingredient for successful economic development. Without safe drinking water, good schools, well-maintained roads and bridges, and other basic public goods, no economy can thrive.

Infrastructure spending is also a good way to reduce investment risk. That is, compared to a large subsidy for one specific company’s project, infrastructure spending is far less risky, because if any one company fails or relocates, the taxpayer investment in the infrastructure is still there, benefiting all remaining employers and workers. The same is mostly true, of course, for education and job training: few dislocated workers leave a state; instead they take their skills to another workplace, so the taxpayer investment keeps paying off for Mississippi.

As noted elsewhere in this report, several of the state’s economic development subsidies are intended to provide infrastructure for specific projects. In addition to raising the fairness issue (especially if the newly built or improved infrastructure is located so that few if any other employers benefit from it), these programs raise the broader issue of the condition of the state’s physical plant and whether it has been short-changed. 

A national survey finds that lack of investment is a real problem for the state’s most basic infrastructure needs for economic development. The American Society of Civil Engineers (ASCE) periodically grades the nation’s infrastructure, estimating the costs of each state’s needs and surveying each state’s civil engineers on what they believe to be the state’s key issues.
 ASCE’s most recent report, for 2005, found that: 
· The top three issues are roads, bridges and schools.

· Vehicle miles traveled on Mississippi roads between 1990 and 2003 grew at four and a half times the rate of the population (54 percent versus 12) and 25 percent of the state’s roads are in “poor” (need immediate improvement) or “mediocre” (need improvement in the near future) condition. 

· 50 percent of the state’s schools have at least one “inadequate building feature” and 54 percent have at least one “unsatisfactory environmental condition” (although the underlying U.S. Department of Education database had not been updated since 1999). 

· 28 percent of Mississippi's bridges are “structurally deficient” (so they are closed or restricted to light vehicles) or “functionally obsolete” (they cannot handle current traffic volumes, vehicles sizes and weights).  

· The state has 10,924 small, locally-owned bridges for which the counties have maintenance responsibility. Although the state budgets assistance for the most dangerous ones, in the past that line item has been vulnerable to budget cuts.  
· There are 46 dams deemed by the state to be “deficient;” to repair the most critical dams would cost about $82 million.
· The state’s drinking water systems need $1.36 billion over the next 20 years and $856 million is needed for sewage systems.

· Mississippi generates 1.02 tons of solid waste per capita but recycles only 0.3 percent of it (compared to 26 percent nationally that is recycled or composted). To the extent markets can be identified and/or enhanced for some waste-stream materials, this suggests a “green jobs” opportunity for Mississippi: creating a substantial number of recycling jobs while also reducing pressure on landfill capacity.

Roads: Dangerous and Poorly Maintained

The poor condition of Mississippi’s roads is not just an economic development issue: it is first a grave matter of public safety. As a 50-state analysis by the conservative Reason Foundation points out, Mississippi’s roads are the nation’s fourth deadliest, as measured by fatalities per 100 million miles traveled.

The Foundation’s analyses
 of many different issues in road funding and maintenance suggest several key issues for Mississippi. First, funding: although the state takes in revenue from federal, state and local sources, Mississippi’s receipts per mile of state highway are less than 77 percent of the national average. 

And with that low level of revenue, the state is also unusually stingy on maintenance: it spends less than 38 percent of the national average per mile on maintenance. As of 2004, Mississippi ranked 44th in dollars spent on maintenance per controlled mile, and ranked the same for the share of its highway budget devoted to maintenance, less than 11 percent, while top-rated states (New Hampshire and Virginia, also largely rural states) allocated three times as much. 

This low funding for maintenance of existing rights-of-way would explain why the Foundation also found the surface condition of Mississippi roads to be both poor and falling further behind other states. Between 2005 and 2006, the condition of rural interstates: ranked #43, down from #38. The condition of urban interstates: ranked #35, down from #25. The condition of rural arterials: ranked #48, down from #42. (The Foundation does not note if some of these trends were driven by road damage caused by Hurricane Katrina.)
At the top of the Foundation’s list on “what works and what doesn’t” is “regular, effective maintenance,” with an emphasis on “treatment of problems early in the life cycle, which can reduce costs and prevent system deterioration.” 

This study does not explore why the state’s highway budget is biased against maintenance, but there are at least two possible explanations. First, an imbalance such is this is often associated with suburban sprawl, which requires more miles per capita of new-road construction because new sprawl areas consist of thinly-developed land-use patterns. Additionally, the imbalance may reflect a pattern consistent with the state’s several economic development subsidy programs that fund project-specific road-building (as well as the large infrastructure sums we cite for deals such as Wal-Mart and the two auto plants), where the state is devoting large sums of money to some large, company-specific projects while shortchanging the state’s overall road maintenance. 

Whatever the underlying cause, the implications are clear: a substantial shift in road infrastructure spending to the maintenance of existing roads, especially in rural areas, would benefit economic development—and save lives.

Public Policy Options
Based upon our findings, we offer the following public policy options for Mississippi taxpayers and elected officials, to make the state’s economic development programs more accountable and effective.
Web-Based Disclosure. Half of the states now provide, in varying degrees of detail, company-specific/deal-specific subsidy data on the web. The best websites not only name the companies and specify the value of each subsidy; they also report annually on outcomes. How many jobs were actually created? What were the wages and benefits paid? 
Disclosure has many benefits. It enables and encourages average taxpayers to get involved in strengthening their economy, to attend public meetings and examine proposed projects. It enables small and locally based companies to see if they are being treated fairly compared to new arrivals. It enables journalists and non-profit watchdogs of all persuasions to help the state keep an eye on programs to detect waste or abuse. In Minnesota, where disclosure was first enacted in 1995, local economic development officials report that it helps them be more strategic and avoid wasting time with dead-end employers. 
State-based disclosure is also consistent with pro-accountability signals from the incoming Obama administration. As a U. S. Senator, Barack Obama co-sponsored the Federal Funding Accountability and Transparency Act of 2006, which created the usaspending.gov website, by far the most accessible federal resource on contracts and grants. In public statements on the forthcoming American Recovery and Reinvestment Act, he has also indicated that he wants those expenditures to be highly transparent, and federal transparency experts are recommending ways to do that. As an Illinois state senator, Obama voted for a 2003 law that created the best economic development subsidy disclosure website in the nation. 

Unified Development Budget: How much does the state spend now for economic development? No one can say for sure, although one report states that grants and loans totaled $112 million for Fiscal Year 2008 (but does not provide breakdowns). Chances are, those are the tip of the iceberg, and that another form of spending—tax expenditures, or foregone revenue such as corporate income tax credits—is the bottom.
A Unified Development Budget, which at least four states have legislated, and which has been laboriously compiled by non-profit watchdog groups in at least four other states, would give the legislature a complete accounting of all forms of spending for jobs every year. That way, in years such as this when they have to make difficult choices, lawmakers can clearly see the “whole iceberg” and treat each part with the same degree of scrutiny. 
Clawbacks: As the examples of Oreck and Mississippi Beef Processors show (not to mention the original episode of Real Silk in the 1950s), some deals don’t pan out. In such cases, about half the states and many cities employ clawbacks, or recapture provisions: money-back guarantee rules that require, often on a prorated basis, that companies repay a subsidy if after a reasonable period of time if it fails to meet its job-creation obligations. 
The same safeguard can be applied to other project goals, such as capital investment. If the structure of the subsidy is such that a repayment is not feasible, an alternative is to rescind or recalibrate the subsidy going forward: either canceling future installments of subsidy value or making the subsidy less valuable by methods such as raising an interest rate or reducing the rate or duration of a property tax abatement. 
Job Quality Standards: If an employer receives a subsidy but is then allowed to pay wages lower than those of competing firms in the same labor market, it is hard to call such a transaction “economic development.” This is an issue with substantial implications for other parts of the state’s budget: very low wages can mean that the workforce qualifies for social safety-net programs such as Medicaid, food stamps, or State Children’s Health Insurance Program (SCHIP).  
As stated above, at least five of Mississippi’s programs do have some form of wage standards, but benefit rules are apparently less common. We found only two: under the Advantage Jobs Program, businesses must provide a “basic health benefits plan,” and high-technology businesses applying for research and development loans must have a “basic health care plan.” (We have not learned how either standard is defined.)
To their credit, these Mississippi state job quality standards are market-based; that is, they tie wage requirements to average state or county wage levels. However, as we enumerate in Appendix A, the state has at least 48 economic development incentives. The fact that the State has had standards attached to some of its most prominent programs for years clearly suggests they could also be applied to more programs.  
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Appendix A: Mississippi’s Economic Development Subsidy Programs





Grant Programs 


�HYPERLINK "http://www.sos.state.ms.us/busserv/AdminProcs//PDF/00014490b.pdf"��Ace Fund Program� The Mississippi Development Authority (MDA) awards these grants, at its sole discretion, to local non-profit economic development entities (including chambers of commerce, local authorities, and others) so they may provide financial assistance to specific new or expanding businesses. Projects in a number of industries are eligible, as long as MDA deems them to be an “extraordinary economic development opportunity.” There are loose guidelines for what would constitute such an opportunity. In fiscal year 2008 (July 1, 2007- June 30, 2008), MDA approved $443,376 in grants for two projects under this program ($360,000 for TG Missouri Corporation in Panola County and $83,376 for Pioneer Aerospace in Marion County).� 


� HYPERLINK "http://www.mississippi.org/content/page/DIP" ��Development Infrastructure Program (DIP) � Provides a grant of up to $150,000 to localities for publicly owned infrastructure projects to benefit businesses in a variety of industries. The MDA releases DIP funds on a reimbursement basis. State bonds fund the program.


� HYPERLINK "http://www.mississippi.org/content/page/EconomicDevelopmentHighway" �Economic Development Highway Program (EDH) � Local entities apply for this grant for highway construction or improvements for specific “high economic benefit” projects. Eligible private projects include: a new capital investment by a private company of at least $50 million; or a capital investment of at least $20 million by a private company that has already made a $1 billion investment in the state. Most retail and gaming is ineligible. The grant amount is subject to the approval of MDA’s executive director. A loan program manager at the MDA estimated grant amounts at around $2-3 million per project. �


�HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE PROGRAMS/FREIGHT RAIL SERVICE GRANT PROGRAM.pdf"��Freight Rail Service Grant Program (RAIL) �Maximum grant of $250,000, derived from the issuance of state General Obligation Bonds, to localities to upgrade rail crossings for specific projects. 


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/INDUSTRIAL%20ACCESS%20ROAD%20GRANT%20PROGRAM.pdf" �Industrial Access Road Program � Jointly administered by the Mississippi Department of Transportation and MDA, this program provides grants to local governments for construction of access roads to industrial sites. Funding comes from highway funds in the district where the road is to be constructed. 


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/MISSISSIPPI%20JOB%20PROTECTION%20GRANT%20PROGRAM.pdf" �Job Protection Grant Program� Provides a maximum grant of $200,000, which must be used in conjunction with a loan, to business entities that have operated in the state for at least three years and have lost jobs, or are at risk of doing so, due to international outsourcing. The business must “use the grant for job retention and to improve productivity and competitiveness.” MDA conducts financial analyses of applicants. According to a member of MDA’s staff, the Authority has issued very few of these grants.� 








Tax Incentives


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Ad Valorem Tax Credits� Provides income tax credits equal to ad valorem taxes on inventory for manufacturers, processors, distributors, wholesalers and retailers. The state’s Annual Tax Expenditure Report estimates these credits cost the state $6.5 million in fiscal year 2008.�


� HYPERLINK "http://www.mississippi.org/UserFiles/File/ADVANTAGE%20JOBS%20INCENTIVE%20PROGRAM.pdf" �Advantage Jobs Incentive Program� Companies are allowed a rebate of a percentage of Mississippi payroll taxes for up to 10 years. Most businesses other than retail or gaming are eligible, but they all must have average wages that either match or exceed (depending on the industry) state or county average wages (whichever is less). Additionally, they must also provide a basic health benefits plan.  Businesses have 24 months from the date of certification to meet all program requirements (including jobs and salaries). A 2008 Tax Commission report says that the biggest challenge of the program is “its complexity.”�  The state’s Annual Tax Expenditure Report estimates this program cost the state $9.5 million in fiscal year 2008.� Two new projects were approved under this program during this time, PK USA, Inc. in Tate County, and General Binding Corporation in Prentiss County.� 


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Airport Cargo Charges Tax Credit� Provides income tax credits equal to the amount businesses pay for using Mississippi airport facilities to import or export cargo. The credits are available to companies with US headquarters in Mississippi with at least 5 employees and a capital investment in the state of at least $2,000,000. The maximum cumulative credit available to businesses ranges from $1,000,000 (for businesses with 25 employees or less) to $4,000,000 (for businesses with more than 200 employees). FY 2008 Tax Expenditure is not available.


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Alternative Energy Suppliers Tax Credit� Provides a Jobs Tax Credit (see below) for industries that manufacture or produce alternative energy. Serves as a Jobs Tax Credit, with the following differences: 25 new jobs must be created; the amount of the credit is $1,000 per new job regardless of geographic location; the credit can be used for a 20 year period. No FY 2008 tax expenditure is available.


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Broadband Technology Tax Credit� Provides income, franchise, and sales and use tax credits for telecommunication businesses based on a percentage of the cost of equipment used to deploy broadband technology. The percentage varies depending on geographic location (5%, 10% and 15% for tier 1, 2 and 3 counties, respectively). The estimated tax expenditure for FY 2008 for the income tax credits alone is $4,000,000 and for the Franchise credits alone is $1,000,000. Also provides local property tax exemptions (see below). There is no estimated expenditure for the sales and use credits. 


� HYPERLINK "http://www.mississippi.org/UserFiles/File/Childcaretaxcredit.pdf" �Child/Dependent Care Tax Credit� Provides an income tax credit equal to half the cost of employer sponsored dependent day care. The 2008 Tax Commission Study says this credit is rarely utilized and could be eliminated. The estimated tax expenditure for FY 2008 is $100,000.


� HYPERLINK "http://www.mississippi.org/content/page/brownfields" �Economic Redevelopment Act (Brownfields) � Sales, income and franchise taxes paid by businesses operating on a contaminated site (in an established “redevelopment area”) are reimbursed to help defray clean up costs. An FY 2008 estimated tax expenditure is not available.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/EXISTING%20MANUFACTURER%20TAX%20CREDITS.pdf" �Existing Manufacturer Tax Credits� Provides income tax credits for manufacturers that have operated in Mississippi for at least 2 years for new investments of $1 million in buildings or equipment. Tax credits equal 5% of the investment. An FY 2008 estimated tax expenditure is not available.


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Export Port Charges Tax Credit� Provides income tax credits equal to the charges a business pays for exporting cargo through certain Mississippi ports. The maximum available credit is $1.2 million. The estimated FY 2008 tax expenditure of these credits is $100,000.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/Growth%20and%20Prosperity.pdf" �Growth and Prosperity Program (GAP)� This program resembles “Enterprise Zone” programs found in many states, which provide numerous tax exemptions to business operating in certain economically distressed areas. “Enterprise Zone” is a commonly used name, though it varies (New York has “Empire Zones,” Michigan has “Renaissance Zones, etc.) Benefits also vary across states. GAP provides full tax exemptions for 10 years, or until December 31, 2015, whichever is first, to companies that locate or expand in certain economically distressed counties of the state (deemed GAP Counties),or certain districts in other counties.� Taxes included in the exemption are: Sales and use taxes for equipment and machinery, state income and franchise taxes, and property taxes on land, buildings, equipment and certain inventory EXCEPT, the exemption does not include school taxes, or the portion of the tax used to pay for police and fire services. The 2008 Mississippi Tax Commission Report recommended repealing this program and replacing it with one that “focuses less on tax abatements and more on the other challenges that exist for these targeted areas.” This came from the Commission’s findings only half of the applicants created the 10 jobs required by the program. No estimated tax expenditure is available. Two new companies were approved for this program in fiscal year 2008: Faurecia Automotive Seating, Inc. in Bolivar County, and Protein Products, Inc. in Sunflower County.�


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Import Port Charges tax Credit� Provides income tax credits equal to the charges paid for importing cargo through certain Mississippi ports for companies with US headquarters in Mississippi with at least 5 employees and a capital investment in the state of at least $2,000,000. The maximum cumulative credit available to businesses ranges from $1,000,000 (for businesses with 25 employees or less) to $4,000,000 (for businesses with more than 200 employees). An estimated FY 2008 tax Expenditure not available.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/JOBS%20TAX%20CREDITS.pdf" �Jobs Tax Credits�   These are credits against corporate income taxes for companies that create a certain number of new jobs (ranging from 10 to 20) in various industries. The amount of the credit depends on county tier classifications (related to unemployment and income). Credits may be taken each year for a five year period. The estimated tax expenditure for FY 2008 is $22 million.


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Manufacturing Investment Tax Credit� Provides an income tax credit equal to 5% of investments over $1,000,000 made by manufacturers that have been in Mississippi for more than two years. No available FY 2008 tax expenditure.


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Motion Picture Production Tax Incentive �Provides income tax credits in the amount of 10% of aggregate payroll for Mississippi residents working on production projects, and sales and use tax exemptions for certain items used on-set, and a reduced 1 ½% sales tax rate on equipment and machinery used in motion picture production. In addition, rebates are available for up to 20% of the costs of the investments in the state, a 25% payroll rebate is available for Mississippi residents, and a 20% payroll rebate is available for non-residents. No FY 2008 expenditure info is available.


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Mississippi Equity Investment (New Markets) Tax Credit� Provides federal and state income tax credits for investments made by a third party (a Qualified Community Development Entity approved by the federal government to allocate the credits) to businesses in certain low-income communities. Total Mississippi New Markets Credits are capped at $15,000,000 a year for all projects combined. No estimated 2008 expenditure is available.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/National%20or%20Regional%20Headquarters%20Incentive.pdf" �National or Regional Headquarters Jobs Credit� Provides sales and use tax credits to companies that create (or move) a minimum of 35 headquarters jobs to Mississippi. The program also provides an income tax credit (up to 50% of state tax liability) for these companies, with the amount varying depending on wages. Jobs must be created within one year and the credit can be used for five years. The tax expenditure for FY 2008 was zero, meaning no companies were expected to claim these credits.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/PROPERTY%20TAX.pdf" �Property Tax Exemptions� There is no state property tax in Mississippi. Local programs include: 


10-year property tax exemptions for certain industries; does not include school taxes 


a “Property tax fee-in-lieu” (PILOT) for additions or expansions that exceed $100 million; local governing bodies can negotiate a fee, valid for ten years, which must be at least equal to 1/3 of the property tax, including those for school districts; negotiated fees must receive MDA approval


A property tax exemption for land, property, and equipment purchased with IRB revenues (does not apply to school taxes)


Free Port Warehouse exemption for personal property for warehouse and other storage facilities designated as free port warehouses


In-State inventory exemption (does not apply to school taxes)


Broadband Technology Ad Valorem exemption, for equipment purchased to deploy broadband; does not apply to school taxes or those assessed for fire and police services


Growth and Prosperity (GAP) –See above


� HYPERLINK "http://www.mississippi.org/UserFiles/File/Research%20and%20Development%20Jobs%20Credit.pdf" �Research and Development Jobs Credit�  Provides Income Tax Credits of $1,000 for each new full time job for a variety of business types for positions requiring a Bachelor’s degree in a technical or scientific field (eligibility determined by Mississippi Sate Tax Commission). The credit is available for 5 years. The estimated FY 08 tax expenditure is $15,000.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/Rural%20Economic%20Development.pdf" �Rural Economic Development Credits (RED)�  Credits are taken against state corporate income taxes based on the amount of bond-related debt service for a project. Eligible businesses include manufactures, research and development and tech-intensive industries (with at least 10 employees who earn at least 150% of the average state wage), telecommunications, data processing, warehouse and distribution companies, and national or regional headquarters with at least 35 jobs. Minimum capital investments are required for all but manufacturers. According to an MDA employee, this program is mostly used by manufacturers and distributors.� The estimated FY 08 tax expenditure is $20 million.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/Sales%20and%20Use%20Exemption%20for%20Bond%20Financing.pdf" �Sales and Use Tax Exemption for Bond Financing�  Sales and use tax is exempt for machinery and equipment purchased with proceeds from Industrial Revenue Bonds issued by the Mississippi Business Finance Corporation. No tax expenditure estimate.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/SALES%20AND%20USE%20TAX%20EXEMPTION%20FOR%20CONSTRUCTION%20OR%20EXPANSION.pdf" �Sales and Use Tax Exemption for Construction or Expansion� Manufacturing facilities, processing facilities, data or information processing enterprises, and “tech-intensive enterprises”  are eligible for a 50% sales and use tax exemption in “tier one” and “tier two” (least fiscally stressed and somewhat fiscally stressed, respectively) counties, and a 100% sales and use tax exemption in “tier three” (most fiscally stressed) counties for machinery and equipment purchases related to a new facility or expansion for three months after initial start up. No tax expenditure estimate. 


� HYPERLINK "http://www.mstc.state.ms.us/revenue/incentive/2008IncentiveBook.pdf" ��Sales and Use Tax Rebate for Tourism� Allows a rebate for up to 80% of sales taxes collected by an MDA-certified “tourism project,” including theme parks, large hotels and large golf courses. FY 2008 tax expenditure is not available.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/Skills%20Training%20Tax%20Credit.pdf" �Skills Training Tax Credit�  An income tax credit of 50% of employer sponsored training at a community college where the business is located, for a variety of businesses. The estimated FY 2008 tax expenditure is $1 million.





Loan Programs 


� HYPERLINK "http://www.mississippi.org/content/page/Agribusiness" �Agribusiness Enterprise Loan Program� Provides agriculture-related businesses with a maximum loan of $200,000. Loans carry 0% interest. Funding comes from General Obligation bonds.


� HYPERLINK "http://www.mississippi.org/content/page/incubatorloan" �Business Incubator Loan Program�  Provides a maximum loan of $500,000, with a 3% interest rate, for business incubator facilities with services and equipment shared by multiple facilities.


� HYPERLINK "http://www.mississippi.org/content/page/capsum" �Capital Improvements Revolving Loan Program �Broad availability, including construction for “economic development purposes.” Local governments apply for the project. Interest rates are between 2% for non-taxable projects and 3%. The maximum a local governmental unit can borrow in a year is $1 million. 


�HYPERLINK "http://www.mississippi.org/content/page/energymainpage"��Energy Investment Program� This is run by the Mississippi Energy Division of MDA. It provides loans for new technologies used in energy production.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/EXISTING%20INDUSTRY%20PRODUCTIVITY%20LOAN%20PROGRAM.pdf" �Existing Industry Productivity Loan �These loans are for manufacturing companies that have operated in the state for at least 2 years. Loans are available between $250,000 and $500,000. An existing industry that accepts a loan under this program cannot reduce employment by more than 20%. MDA will conduct a financial analysis of the business or industry requesting the loan. Guarantees will be required on all persons or entities with 20% or greater interest in the company.


�HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/FREIGHT%20RAIL%20SERVICE%20REVOLVING%20LOAN%20PROGRAM.pdf"��Freight Rail Service Projects Revolving Loan Program � Provides grants and loans to municipalities to finance freight rail service projects.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/JOB%20PROTECTION%20LOAN%20PROGRAM.pdf" ��Job Protection Loan Program� Must be between $200,000 and $750,000. There is a maximum time period of ten years or “the useful life of the project” for the loans. Rate is based on the most recent issue of state general obligation bonds (these are the source of funding).  


� HYPERLINK "http://www.mississippi.org/content/page/enterpriseloans" ��Minority Business Enterprise Loan Program � This is available for businesses that have one or more minority or female owners with controlling interest. Maximum available loan to individual projects is $250,000, or 50% of project costs.


� HYPERLINK "http://www.mississippi.org/content/page/microloan" ��Minority Business Micro Loan Program �Provides businesses that have one or more minority or female owners with controlling interest with loans of between $2,000 and $35,000.


�HYPERLINK "http://www.mississippi.org/content/page/minoritysuretybond"��Minority Surety Bond Guaranty Program� Provides loans of up to $250,000 for minority or women owned businesses in the construction or building trade business.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/CAPITAL%20ACCESS%20LOAN%20PROGRAM.pdf" ��Mississippi Capital Access Loan Program (MS CAP) �Provides loans of up to $150,000 for small and minority owned businesses.


� HYPERLINK "http://www.mississippi.org/content/page/Businessinvestment" �Mississippi Business Investment (MBI) Act� Localities apply for loans to improve infrastructure directly related to a private project. Minimum loan amount is $500,000 per project. 0% interest rate on public property, 3% on private property.  Job creation requirement: $15,000 for each new job created and maintained. A private match of $3.00 for every $1.00 of MBI Assistance is required.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/MISSISSIPPI%20MAJOR%20ECONOMIC%20IMPACT%20AUTHORITY.pdf" �Mississippi Major Economic Impact Authority�  Local governments apply on behalf of private or US government projects with a minimum investment of $300 million, or $150 million and the creation of 1,000 new jobs, or, 1,000 net new jobs that pay 125% of the state’s annual wage rate. Interest rates set by MDA, funding derived from state general obligation bonds.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/RESEARCH.pdf" �Research and Development (Incubator) Loan �Loans to R&D (does not include advertising or surveying) and Technology businesses between $250,000 and $750,000.  Tech businesses must have 10 full time employees, a basic health care plan must be provided to all employees and the average wage of all workers must be at least 150% of the state average, additionally, at least 10% of the workforce must be composed of scientists, engineers or computer specialists. 


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/SMALL%20BUSINESS%20ASSISTANCE%20PROGRAM.pdf" �Small Business Assistance Loan Program�  A small business is defined as any for-profit commercial enterprise with fewer than 100 full-time employees, less than $2 million in net worth or less than $350,000 in net annual profits after taxes during 2 of the last 3 years.


Programs providing other assistance 


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/APPALACHIAN%20REGIONAL%20COMMISSION.pdf" �Appalachian Regional Commission (ARC) � A Federal, state and local partnership with the goals of: 1. “Increasing private sector and high wage jobs across the MS Appalachian region,” and 2. Developing sustainable communities. ARC provides matching funds for projects that meet these goals.


�HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/DELTA%20REGIONAL%20AUTHORITY.pdf"��Delta Regional Authority (DRA) �A Federal and State partnership, with the same goals as ARC, with 75% of funds saved for fiscally distressed counties, and 50% of the funds directed to transportation and infrastructure projects.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/FINANCE%20PROGRAMS/GENERAL%20OBLIGATION%20BONDS.pdf" �General Obligation Bonds (GO Bonds)� No taxes, except school taxes, are assessed for project improvements associated with these bonds.


� HYPERLINK "http://www.mississippi.org/UserFiles/File/LOCAL%20INDUSTRIAL%20DEVELOPMENT%20REVENUE%20BONDS.pdf" ��Local Industrial Revenue Bonds (IRB)� Provides tax-exempt bonds for industrial projects up to the full amount of project costs.














