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Lessons from Amazon HQ2
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State and Local Tax Incentives  

“Poorer areas provide larger incentives and spend more per job, but firms accept subsidies from 

places that are richer, larger, and more urban than the average county. Counties with an average 

wage of less than $40,000 pay over $400,000 per job in the average subsidy deal. Meanwhile, counties 

with average wages over $100,000 pay less than $100,000 per job in a given subsidy.” 
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States Responding to Firm-Based Incentives

“Some of the bipartisan 

enthusiasm for a tax credit 

disarmament pact stems from 

frustration with two high-profile 

bidding wars - Amazon’s  HQ2 

campaign, which drew bids 

from 20 cities, and Foxconn 

Technology Group’s plan to 

build a massive technology 

campus, which drew bids from 

numerous other states.”

- Bloomberg (1.29.20)
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Applicable Economic Development Frameworks
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This is now the longest expansion in U.S. history

122 months 
and counting

73 
months

120 months92 months106 months

Duration of each economic expansion

Source: National Bureau of Economic Research



Disturbing trends below the surface
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Declining dynamism: The U.S. economy is growing more 
static and less entrepreneurial in a variety of key ways.

Geographic concentration of growth: A shrinking 
number of places are powering national economic progress.

Diverging paths: Elite communities are pulling farther 
ahead while those at the bottom have been entirely excluded 
from 21st century growth.



Post-Great Recession firm growth was abysmal 
compared to recent economic recovery periods

Total increase in the number of firms nationwide

8Source: Census BDS



Source: Census BDS

Fewer and fewer metro areas 
power the national increase in firms
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State of American Entrepreneurship Today 

Source: EIG Analysis of U.S. Census Bureau’s Business 
Dynamics Statistics data 



The number of businesses in LA has been rising steadily 
for years, but jobs only recently surpassed 1990 levels
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Source: EIG analysis of QCEW data



There are 50,000 fewer startup jobs annually in Los 
Angeles County now than prior to 2008
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Source: EIG analysis of Census LEHD data
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Wide disparities exist even within high-growth areas 

Los Angeles County, CA

Total population: 10.1 million

In prosperous zips: 2.4 million

In distressed zips: 1.2 million

Source: EIG’s 2018 Distressed Communities Index



The recovery from the Great Recession deepened the 
fractures of the U.S. economy

Source: EIG’s “Distressed Communities Index” available at eig.org/dci
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Prosperous Zip Codes
Recession start: 2008

Full recovery: 2013
Jobs surplus: +3.6m

Comfortable Zip Codes
Recession start: 2008

Full recovery: 2014
Jobs surplus: +781k

Mid-tier Zip Codes
Recession start: 2007

Full recovery: 2016
Jobs surplus: +164k

At Risk Zip Codes
Recession start: 2007

Full recovery: Projected 2017
Jobs deficit: -137k

Distressed Zip Codes
Recession start: 2007

Full recovery: Unlikely
Jobs deficit: -1.4m

Total change in employment since 2007 
across quintiles of well-being
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New Policy Tools for Economic Development

New framework for policy + new leadership from the private sector:

❏ Remove barriers for workers and entrepreneurs

❏ Embrace immigration (the country is NOT full)

❏ Focus on connectivity between places, people, and institutions, 
leveraging Opportunity Zones 
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Nearly 

one out of every four 

community banks 

has disappeared 

since 2008

In real terms, 

small business lending 

remains down by a quarter

78 percent of all 

venture capital 

concentrates 

in three states

Sources: FDIC and National Venture Capital Association

Uneven access to capital limits new business growth



Opportunity Zones are a tool for catalyzing growth and 
opportunity through long-term private sector investment
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• Opportunity Zones offer investors a 
frictionless way to reinvest capital gains
into distressed communities through 
Opportunity Funds, in exchange for a 
graduated series of incentives tied to long-
term holdings.

• With U.S. households and corporations 
sitting on an estimated $6.1 trillion in 
unrealized gains capital gains, the potential 
is huge. 

• It is specifically designed to channel more 
equity capital into overlooked markets.

* Based on EIG’s analysis of the Federal Reserve’s Survey of 
Consumer Finances and Financial Accounts of the United States



How are Opportunity Zones different?
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✔ It is flexible and designed to fit the full range of communities and needs.

✔ It is scalable: There is no appropriated cap on how much capital can move.

✔ It is simple and avoids the micromanagement of business models that limited past 

programs. 

✔ The fund model allows for broad participation.

✔ It can provide an anchor for local economic development strategies.

✔ It is compatible with other incentives, such as NMTC, LIHTC, and HTC
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Opportunity Zones can finance almost anything that 
makes a community prosper

❏ Housing 

❏ Commercial Developments 

❏ Startups 

❏ Innovation Districts 

❏ Brownfield Developments  

❏ Energy Assets 



Opportunity Zones are intended to catalyze diverse 
and reinforcing investments

Main Streets Transit-Oriented 
Development
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Majority of mayors believe their zones were appropriately 
targeted and will positively impact the local economy.
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• The 2019 Menino Survey of Mayors spoke to 119 mayors of cities with a population of greater than 
75,000 about their opinions on Opportunity Zones, among other topics.

• A majority of mayors agreed with the statement that Opportunity Zones targeted “areas of true 
economic need” nationally. Twenty-nine percent were unsure, suggesting a large minority are not yet 
aware/confident the program is working as intended.

• Sixty-five percent of mayors said their governor adopted their list of recommended tracts, or a list that 
looked similar to what they would have proposed.

• Mayors across party lines are happy with the zone designations in their cities: 79 percent of 
Democratic mayors were pleased with their designations, as were 65 percent of Republican mayors.

• With regards to expectations, 60 percent of mayors agreed the incentive would have a “large and 
positive impact” on their economies.

• Finally, mayors understand the important role they play in implementation. Nearly 75 percent 
disagreed with the statement that whatever happens in the zones is “largely out of my city’s control.” 
More than 75 percent of mayors also agreed with the statement that they have the capacity to maximize 
their Opportunity Zones.



SoLa Impact 

● 1,400 + apartments housing most vulnerable South LA residents

○ 98% racial minorities 

○ ⅔ low income 

○ 50% have experienced homelessness 

● The Beehive 

○ Nation’s first OZ Business Campus

● Technology and Esports Development Center

○ Provides resources to youth entering eSports market 

22More information available at solaimpact.com 

https://www.solaimpact.com/development


Qualified Opportunity Fund Tracking  

23
Source: Novogradac Opportunity Funds Listing Page 



California - 1 of 4 States w/out OZ Policy  

California OZs

❏ 879 OZs > 10% of national total 

❏ Home to large share of national pool 

of OZ investor capital 

❏ Home to several high-profile QOZ 

leaders and advocates 

❏ Significant influence on national 

policy and media discussions 

24Source: Novogradac Opportunity Zones Resource Center  



California OZs - By the Numbers
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EIG brings together leading 
entrepreneurs, investors, 
economists, and policymakers 
from across the political spectrum 
to address America’s economic 
challenges.
WEB eig.org EMAIL info@eig.org

facebook.com/EconomicInnovationGroup

linkedin.com/company/economic-innovation-group

twitter.com/InnovateEconomy
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