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Lessons from Amazon HQ2

Bloomberg

Technology

Behind Amazon’s HQ2 Fiasco: Jeff Bezos
Was Jealous of Elon Musk

Determined to meet Bezos's demand for Tesla-size government handouts, the

HQ2 team became victims of their own hubris. THE WALL STF

By Spencer Soper, Matt Day, and Henry Goldman
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State and Local Tax Incentives
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New data on state and local business tax incentives across the U.S.

Cailin Slattery, Columbia Business School

Owen Zidar, Princeton University

“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

Bloomberg

States Build Momentum to Stop Amazon HQ2-Like Tax
Bidding Wars

Jan. 29, 2020, 2:35 PM

e State lawmakers unite in coalition against “corporate tax giveaways" %
Michael J. Bologna vy =
Staff Correspondent

o) Listen 0 =R nm’

® Pact would limit state bidding wars like the one for Amazon’s HQ2

Cracking Down on Corporate Welfare
With Interstate Compact

by Christine Stuart | Jan 29, 2020 5:00am

3 Follow @ctnewsjunkie

OPINION

N.J. should reform tax breaks and include a cap | Editorial

Updated: February 12, 2020 - 6:00 AM
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“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)




Applicable Economic Development Frameworks

Disaster Resilience Framework

GAO ted the Di Resilience F to serve as a guide for analysis of federal
actions to facilitate and promote resilience to natural disasters.

NEWS | KNOW YOUR MILITARY

DOD Office Helps Military

This Framework is organized around three broad overlapping principles and a series of

.

questions that those who provide oversight or management of fed

eral efforts can consider

Communities Adapt to Change

when PP ities to enh: their to resilience.
U SA I D Eriickis. )19 | BY DAVID VERGUN
Information Integration Incentives
FROM THE AMERICAN PEOPLE e @ S G 9 e
s authoritative and planning can help decision long-term, forward-looking.
understandable can help h and more viable

Mobilize new investors and private capital to underserved sectors and
geographies, to create productive jobs, new economic opportunities, and
enhance access to and quality of services - from financial and energy to
health and education;

Giving people access to markets, where they can sell their goods and
services and play a productive role in their economies;

Making governments more efficient in how they spend their money, to
limit waste, strengthen investment and provide better services for citizens;

Improving infrastructure like roads, bridges, water supply and electrical
grids, critical to lifting the limits on a country’s growth;

Working with private-sector companies to spur economic development,
so that citizens can participate in a vibrant economy that allocates resources
wisely; and

Encouraging local channels of financing, empowering entrepreneurs in
developing countries to improve their lives and shape their own futures.
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decision makers to identify

future risk and the impact of
riskreduction strategies.

Provide reliable and authoritative
information about current and future
risk

To what extent could federal efforts:
va

Information from other partners across.
agencies, governments, and sectors?

* Promote consensus around the reliability of
the sources and methods that produce
disaster risk information?

Improve the ability to assess

alternatives to address risk

To what extent could federal efforts:

* Help decision makers identfy and select

riskreduction alternatives?
i assistance to help buifd
ederal partners’

8 understanding of approaches

on mai
ble funding sources a: ve
methods for meeting disaster risk reduction
needs?
Strengthen the ability to assess status
and report progress

To what extent coul

5
measure the current state of natiomwide
resibence?

« Promote montoring of progress toward
resilience on a programmatic basis?

Sowce: GAO. | GAO.20-10089

Bulld an overarching strategic vision
and goals

Recognize relationships among
tructure and ecosystems

s undertaken
by different

s and

priorities.

Provide financial and nonfinancial
Incentives

Reduce disincentives

o OEA works closely with state and community leaders to

identify and provide connections to federal resources.

o OEA works with state and local governments to provide

resources to distressed communities.

e OEA connects communities to a number of associations,

think tanks, and advocacy organizations that can provide

assistance.



This is now the longest expansion in U.S. history

Duration of each economic expansion
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months and counting

— M W0~ G 4 M W ™~ O 1 M W ™~ O 4 M W ™~ OO 4 MO W ™~ O 14 M w ™~ O
O O O O O >~ M>S Mc>~S> S M~ 00 O 0O O 0 Gy O Gy Oy Oy O O O o o A 4 <4 <+
Oy O O O Oy Oy Oy O O Oy Oy Oy Oy Oy Oy Oy Oy Oy Oy O © ©C© OO O O o o o o O
L T e R o B o B o R o R o B o B o B o B o R o R e R o B o B o B o B o R o I o B GV N BN AN AN o N B oV BN aN BN oV eV I oV IR aN|

EIG & :

Source: National Bureau of Economic Research



EIG

Disturbing trends below the surface

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 215t century growth.



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

Total increase in the number of firms nationwide
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Fewer and fewer metro areas
power the national increase in firms

EIG &

2010-2014

+104,600 increase in firms nationwide

I
5

1/ metro areas

17%

o of employment
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‘ 50%

of increase in firms

Source: Census BDS



State of American Entrepreneurship Today
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Figure 2. Total number of startups

Total number of startups

Figure 3. Net annual job creation by firm age
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Dynamics Statistics data
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The number of businesses in LA has been rising steadily
for years, but jobs only recently surpassed 1990 levels

Establishments, Los Angeles County Employment, Los Angeles County
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There are 50,000 fewer startup jobs annually in Los
Angeles County now than prior to 2008

Number of jobs in companies less than one year old

400,000
Post-recession average:
190,300 startup jobs annually
300,000
200,000 \/_\/\
100,000
Pre-recession average:
241,500 startup jobs annually
0
1992 1997 2002 2007 2012 2017

EIG @ Source: EIG analysis of Census LEHD data



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

EIG &

Source: EIG’s 2018 Distressed Communities Index
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The recovery from the Great Recession deepened the
fractures of the U.S. economy

Total change in employment since 2007
i _hoi Prosperous Zip Codes
o across quintiles of well-being B ong
Full recovery: 2013
3.0 Jobs surplus: +3.6m

Recession start: 2008
Full recovery: 2014
Jobs surplus: +781k

Recession start: 2007
—— Full recovery: 2016
— Jobs surplus: +164k
At Risk Zip Codes
—1.10 .
N — Recession start: 2007
~— Full recovery: Projected 2017
— o Jobs deficit: -137k
Distressed Zip Codes
Recession start: 2007
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Jobs deficit: -1.4m
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Source: EIG’s “Distressed Communities Index” available at eig.org/dci
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New Policy Tools for Economic Development

New framework for policy + new leadership from the private sector:
1 Remove barriers for workers and entrepreneurs
1 Embrace immigration (the country is NOT full)

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

EIG &
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Uneven access to capital limits new business growth
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In real terms,
small business lending
remains down by a quarter

Nearly
one out of every four
community banks
has disappeared

78 percent of all
venture capital
concentrates
in three states
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Opportunity Zones are a tool for catalyzing growth and
opportunity through long-term private sector investment

» Opportunity Zones offer investors a e

s b il gt i
'S!C.IM-I,DBUGN‘::ON "o i Opportusey scne

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. o T

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

» Itis specifically designed to channel more
equity capital into overlooked markets.

EIG @ * Based on EIG’s analysis of the Federal Reserve’s Survey of 17

Consumer Finances and Financial Accounts of the United States



How are Opportunity Zones different?

EIG &

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

18



Opportunity Zones can finance almost anything that
makes a community prosper

1 Housing
1 Commercial Developments
1 Startups

1 Innovation Districts
1 Brownfield Developments

EIG & 1 Energy Assets




Opportunity Zones are intended to catalyze diverse
and reinforcing investments

Main Streets Transit-Oriented
Development

EIG & 20



Majority of mayors believe their zones were appropriately
targeted and will positively impact the local economy.

* 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

EIG @ their Opportunity Zones.



SoLa Impact

m

d ....................... =

Homelessness
Prevention

Jnef

Youth Access to

Education

------------------------

Economic Development/
Job Creation

1,400 + apartments housing most vulnerable South LA residents

[

o 98% racial minorities

o ?%lowincome

o 50% have experienced homelessness
e The Beehive

o Nation’s first OZ Business Campus
[

O
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More information available at solaimpact.com

Technology and Esports Development Center

Provides resources to youth entering eSports market
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https://www.solaimpact.com/development

Qualified Opportunity Fund Tracking

Novogradac Opportunity Funds Listings Totals QOFs Tracked and Reporting Raising Equity
As of ja“uary 17,2020 - QOFs reporting raising equity - QOFs tracked
FUNDS RAISED BY QOFS QOFs REPORTING oR0 Jan, 2020
REPORTING EQUITY  EQUITY RAISED TOTAL QOFs 500 513 QOFs
$7.57 billion 308 513
400
. . 300
Reported Equity Raised May 2019
136 QOF
38b Jan. 2020 200 :
£7.57 billion
May
$6b R -l
0
$4b May September  October December January
2019 2019 2019 2019 2020

May 2019

$2b | 5790 million The 513 QOFs listed as of Jan. 17, 2020, have a fundraising goal of $68.75 billion.

The 308 QOFs that report ralsing equity as of Jan. 17, 2020, have a fundraising goal
of $28.80 billion.

$0

May September  October December January

2019 2019 2019 2019 2020 Source: Novogradac .0 NOVOGRADAC.

EIG @ Source: Novogradac Opportunity Funds Listing Page
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California - 1 of 4 States w/out OZ Policy

ONT.

California OZs

O 879 OZs > 10% of national total

1 Home to large share of national pool
of OZ investor capital

1 Home to several high-profile QOZ
leaders and advocates

O  Significant influence on national
policy and media discussions

Full Conformity - Rolling: The state automatically conforms to the current IRC as it is amended.

Full Conformity - Adopted: The state conforms to the IRC as of a specific date that is after the enactment of
the Opportunity Zones legislation.

Limited Conformity: The state specifically conforms with Section 1400Z-2 of the IRC

No Capital Gains Tax: Has no state income tax/generally does not tax capital gains.

Nonconformity: The state conforms to the IRC as of specific date prior to the enactment of the Opportunity
Zones legislation or the state has specifically decoupled from the Opportunity Zones provisions of the IRC.

E IG @ Source: Novogradac Opportunity Zones Resource Center 24



California OZs - By the Numbers

ECONOMIC

. . - INNOVATION

California Opportunity Zones N
879 Opportunity Zones
Non-Metro
4168k Zone Residents 5%
Metro
2084 Zone Jobs 95%

169k Zone Businesses

S % O € B A X

Minority  Poverty  Average Bachelor's AdultsNot Housing Rent

Population Rate MFI* Degree+ Working Vacancy Burdened

Congressional districts with largest number of zones

Z T California 62% 15% $77,000 33% 28% 5% 56%
Representative District Party Zones
Cérdenas, Ton CA-29 D 50 iforni
x ga"f“""a, B 81% 31%  $42100  15% 35% 7% 63%
Gomez, Jimmy CA-34 D 49 pportunity Zones
“median family income
Costa, Jim CA-16 D 48
Major areas with largest number of zones
Vargas, Juan CA51 D 45 Los Angeles Fresno San Diego

rleg
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193 Tracts 38 Tracts 36 Tracts

I ; I G @ To learn more vist https://eig.org/opportunityzones | Contact: info@eig.org
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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 5FEMAIL info@eig.org

] facebook.com/EconomicInnovationGroup

linkedin.com/company/economic-innovation-group

twitter.com/InnovateEconomy

EIG &
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