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BACKGROUND

Commonwealth of Virginia

= Two annual reports

" COmpIeheIlSIVG lncentlves Economic Development Incentives
2017
report i

= Report on rotating group (3-
12) of individual incentives

Commonuwealth of Virginia

= FY17. Film incentives
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EVALUATION COMPONENTS

» Incentive characteristics

iplier, average wages, clusters)
* Trend and geographical characteristics

. Tar?eting (e.g., export orientation, high
mult

Performance outcome verification

Program benchmarking with other
states

Economics/policy literature review

Ex post quasi-experimental
analysis using establishment or
state industry employment data

Economic and ROI analysis using
REMI

Surveys, interviews, and focus
groups

= State agency staff

* Industry and advocacy groups

= Firms

* Local economic developers

Evaluation: Film Incentives

VIRGINIA MOTION PICTURE PRODUCTION TAX CREDIT

Refundable tax credit for production companies that film in Virginia

VALUE TO BENEFICIARIES

FY12-FY16
Taxpayer credits: $25.8M total Beneficiaries
$6.7M $6.4M /
ssom  $52M e o = j
]
é 1
$2.5M [ ] J 16 companies
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ACHIEVEMENT OF PURPOSE

Influence film production in state Promote film industry employment in state
mployment
"® 50-state
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IMPACT TO STATE ECONOMY
average FY12-FY16

Small positive impact per $1M of incentive Low return in revenue
> ® 6 ©
62 $10.5M $4.7M $0.20
jobs state GDP  personal income per $1 spent

NOTE: Adopted 2010 (§ 58.1-439.12:03) and
the credit was claimed and may be higher tl
Credits were claimed on fewer than four retu

e assigned to the year of film production rather than when
f taxpayers receiving credits per year cannot be reported



GRANTS AND TAX CREDITS MAKE UP
HALF OF TOTAL INCENTIVE VALUE

Other

1% O\

Sales and Use

Tax Exemptions
47%

Grants

2% O



MANY PROGRAMS, AGENCIES, AND

PERFORMANCE METRICS

= Over 70 programs

= 12 different agencies
administer programs

= Limited project performance
measurement coordination

= Difficult to identify joint

EIOJects independently

ecause firm ID, dates,
metrics, outcomes rarely align

= Multiple metrics

= Job creation and capital
expenditures most common

= Capital expenditures and jobs
often measured differently

= Some metrics not
economically relevant

(carloads, port usage)

Job Capital
Grant program creation Wages expenditures Other
Aerospace Engine Manufacturing Performance X X X
Grant Program (Rolls-Royce)
Agriculture and Forestry Industries Development X X X Value of Virginia agricul-
Grant tural products produced
Advanced Shipbuilding Production Facility Grant X X
Program (Newport News)
Advanced Shipbuilding Training Facility Grant
X X X
Program (Newport News)
Commonwealth’s Opportunity Fund X X X
Commonwealth Research Commercialization Fund Capital attracted from
other sources
Coalfield Region Opportunity Fund X X X
Economic Development Access Program X
. Capital attracted from
Growth Acceleration Program
other sources
Governor's Motion Picture Opportunity Fund X Total Virginia s;l)ejndmg
Value of advertising
Major Eligible Employer Grant X X X
Port of Virginia Economic & Infrastructure Grant X Port user
Pulp, Paper, and Fertilizer Advanced Manufacturing X X
Grant Program
Rail Industrial Access Program X Carloads
Small Business Investment Grant Fund X
Small Business Jobs Grant Fund Program X X X
Semiconductor Custom Grant (Micron) X X
Semiconductor Custom Grant (Qimonda) X X X
SRI custom grant X X
Tobacco Commission Megasite Grant X Indusj(nal park acreage
and sites
Tobacco Region Opportunity Fund X X
Transportation Partnership Opportunity Fund X X
VALET Program International sales
Virginia Economic Development Incentive Grant X X X
Virginia Investment Partnership Grant X X X
Virginia Jobs Investment Program X X X
Virginia Tourism Growth Fund X X




PURPOSES OF SURVEY
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I To evaluate experience and satisfaction with selected
Individual programs (i.e., loan programs, workforce
development)
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I To get open-ended feedback on economic incentive programs
and state economic development strategy
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DESCRIPTION OF SURVEY

I 1,300 surveys total

I Online (Qualtrix) delivery with
mail, e -mail, & phone contacts

I 1,000 surveys to incentivized firms

I Project records with contact info for
every grant

I Maximum of 100 projects per
incentive for sample heterogeneity

but allow possibility of capturing
program -specific information

I 300 surveys to non-incentivized
firms for comparison and
evaluation purposes

I Contact information for tax credit
and non-incentive firms obtained
by combining with ES -202 data

I Sales and use tax exemption user
information was not available

Grant Database

Tax Credit Usage
Database

QCEW Unit Record
Employment
Database




0THER SURVEYS CONSULTED

UNC Center for Competitive
Economies (OANn Evaluation of
North CarolinaOs Economic
Development Incentive
ProgramsQO) (2009)

UVA/Council on VirginiaOs Future
Business Climate Survey (2008)

Hollenbeck (2008). Ols there a
role for public support of
iIncumbent worker on -the-gb
training?O Working paper 08 -138.
Kalamazoo, Ml: URpjohn Institute
for Employment Research
(training questions)

Small Business Administration
Survey of Assisted Business (loan
guestions)

Others
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SURVEY QUESTIONS

- All firms
I Firm state and local economic incentive usage
I Economic development incentive marketing and policy
I Firm location factors
I Firm characteristics

| State economic incentive recipients only
I Type of incentive used (e.g., grant, tax credit)

I Types of projects that incentive used for (e.g. startup, expansion,

relocation)
I Role of incentive in location/expansion decision
1 Difficulties (if any) in using incentives
I Alternative expansion/relocation sites under consideration
I Rating of Virginia incentive compared to other states

I Users of loan assistance and training assistance programs had
additional questions related to those programs



SURVEY RESPONSE RATE VARIED

Category Response Rate

Grant Recipients

Tax Credit
Recipients

Non-incentivized
firms

22.4% (197/879)

10.4% (18/173)

6.1% (18/294)

Contact information
for grants was
generally provided
but often dated
(going back to 2010)

Contact information
constructed from tax
returns matched to
Virginia Employment
ES202 data.

Non-incentivized
companies may not
have seen survey as
relevant



SOME RESPONDENTS NOT AWARE THEY
RECEIVED INEENTIVE ODID YOUR FIRM APPLY FOR ONE OR

| % Of | iVi MORE VIRGINIA STATE ECONOMIC
' 20.2% of incentivized DEVELOPMENT INCENTIVES OVER THE
respondents were not aware STATE FISCAL YEAR (SFY) 201201620

that they had applied for (and
were awarded) an incentive

%
| Contacts were plant managers, S€

VPs for operations CEOs and Yes, one 86 41.35
owners, as well as others

only
I Jolley, Lancaster, and Gao Yes, 80 38.46
(2015). EDQ. 61.8% of CEOs more
of firms using NC Lee Act tax than
credit were not aware one
company had received No 37 17.79
Incentive
Donot 5 2.40
know

Total 208 100.00



39% OF FIRMS WOULD NOT HAVE PROCEEDED
WITH PROJECT(S) EXCEPT FOR INCENTIVE(S)

“IF INCENTIVE(S) HAD NOT BEEN AVAILABLE WHAT WOULD HAVE BEEN EFTECT ON PROJECTY”

Response _______________[Number __|%

Proceeded with project as planned 47 28.3
Proceeded at a later date, but scale of 19 11.5
project would be the same

Proceed on a smaller scale (Estimate 50 30.1
%)

Canceled the project(s) 34 20.5
Proceeded at an out -of-state location 15 9.6
Total 166 100.0



“BUT FOR” PERCENTAGE VARIED BY TYPE
0F INCENTIVE

Type of incentive # respondents % would not have
proceeded

Tax credit 35 32.9
Sales and use exemption 8 36.3
Equity and near -equity 7 39.3
investment

Grant 114 41.4
Technical assistance, 21 44.3
mentorship, or other

services

Other financial assistance 8 50.0
Loan 20 51.0

Total unduplicated 166 38.8



OTHER STATE SURVEYS “BUT FOR”

PERCENTAGES™

Jensen (2017a) Payroll credit

Florida OPPAGA (2015) FL Investment tax credits
Florida OPPAGA (2015) FL Sales tax credits
Florida OPPAGA (2015) FL Wide variety

Lynch, Fishgold, & NY Property tax break
Blackwood (1996)

Unweighted Average
Weighted Average
VA JLARC Survey

74
29

20.8
6.3
37.5
57
31

34.8
41.7
38.8

Source: Based on surveys reviewed by Bartik (2018) OBut ForO Percentages for Economic
Development Incentives: What percentage estimates are plausible based on the research

literatureO Upjohn Institute Working Paper 18 -289.
* Note: Surveys will produce positive bias.



SURVEY INDICATES INCENTIVES RANK IN
T0P 10 LOCATION FACTORS

Quality of life 3.55
Availability of skilled labor 3.45
Telecommunications 3.24
State economic incentives 3.18
OwnerOs place of residence or 3.14
preference

Cost of living 3.13
Proximity to markets 3.12
Local economic incentives 3.12
State regulatory environment 3.05

Land prices 3.05



LOCAL INCENTIVES MAKE UP ONE-FOURTH
0F TOTAL INCENTIVE PACKAGE




SURVEY RESPONSES COULD BE USED TO
EXPLORE HOW INCENTIVE DESIGN INFLUENCES
FIRM DECISIONS

I Incentive Characteristics
Discretionary versus non -discretionary

|
I Size of incentive relative to project

1 Up front payment versus payment at conclusion of project

I Purpose (Investment, Job Creation, Human Capital, R&D/Technology)
I Degree of market failure remedy

I Firm Characteristics
I Firm size (small versus large) and age (new versus established)
I Plant opening, relocation and expansion

I Industry Characteristics
I Footloose versus market/resource anchored

I Geographical Characteristics
| Border location versus interior



EXAMPLE: “BUT FOR” NOT STRONGLY
RELATED TO RELATIVE SIZE OF AWARD*

100 eme o o

0O e»

*Job creation grants only

{ 3 o o L
$0 $5,000 $10,000 $15,000 $20,000 $25,000 $30,000 $35,000 $40,000 $45,000 $50,000



SEVERAL TAKEAWAYS

A single survey can serve a wide variety of purposes

Survey data can be combined with other data sources for
validation

Quality of contact information and survey relevancy is
important . . .

| ...In survey response
| ...In accuracy of response

Program delivery fragmentation increases complexity of
survey undertaking

Survey estimates of Obut forO will be positively biased but may
potentially reveal useful information about effect of incentive
design


https://www.researchgate.net/publication/329894694

