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[EXECUTIVE SUMMARY

CITIZENS ABILITY TO UNDERSTAND how
their tax dollars are spent is fundamental to
democracy. Budget and spending transpar-
ency holds government officials accountable
for making smart decisions, checks corrup-
tion, and provides citizens an opportunity to
affect how government dollars are spent.

State and local governments spend billions
of dollars every year on economic develop-
ment programs in the form of forgone tax
revenue and direct cash grant payments

to corporations in an effort to stoke invest-
ment and job creation in a particular city,
state or industry.

TABLE ES-1: TOP T0 AND BOTTOM 10 STATES IN PROVIDING ONLINE ACCESS TO

ECONOMIC DEVELOPMENT SUBSIDY DATA

Top 10 States Bottom 10 States
State Grade Score Rank State Grade Score Rank
Ohio A 90 1 New Hampshire F 22 50
Wisconsin B 85 2 Hawaii F 27 49
Connecticut B 83 3 South Carolina F 31 48
Mississippi B- 80 4 New Mexico F 33 45 (tie)
Oregon C+ 78 5 California F 33 45 (tie)
Arizona C+ 77 6 Alaska F 33 45 (tie)
Florida C+ 76 7 (tie) Maryland F 34 44
Oklahoma C+ 76 7 (tie) Washington F 35 42 (tie)
North Carolina C+ 75 9 Idaho F 35 42 (tie)
Louisiana C 73 10 Alabama F 41 41
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A review of economic development sub-
sidy reporting in all 50 states finds that a
majority of states fail to meet minimum
standards of online transparency, leaving
residents, watchdogs and public officials
in the dark about key public expenditures.
States should shine light on economic de-
velopment subsidies by requiring the online
publication of key transparency reports and
inclusion of economic development spend-
ing in the state’s online checkbook portal

to meet the expectations of citizens seeking
information in the 21* century.

Economic development subsidies — be
they tax exemptions, credits, or direct cash
grant payments — are a form of public
spending, but are rarely held to the same
transparency standards as other govern-
ment expenditures.

Economic development subsidy reporting
is so poor nationwide that no comprehen-
sive account of the number or size of active
incentive programs exists. However, a 2011
study by Kenneth Thomas estimated that
local and state economic development pro-
grams spend more than $65 billion annually
(over $70 billion in 2019 dollars.)!

This analysis — U.S. PIRG Education
Fund’s tenth evaluation of state online fi-
nancial transparency - finds that states are
failing to provide comprehensive, acces-
sible and complete information online on
economic development subsidies. Over a
third of states (17) fail to meet even basic
transparency standards when it comes to

state-administered economic development
subsidies. (See Figure ES-1 and Table ES-2).

e Leading States (“A” range): Ohio is the
only state that currently provides citi-
zens with an acceptable and consistent
level of information about economic
development subsidies. It has made an
effort to provide economic development

spending information across a number
of formats including the state’s online
checkbook portal and an annual report
of grant programs. The grants report is
required by law and includes actual job
creation and benefit numbers for each
active program, allowing citizens and
decision-makers to tell how economic
development projects performed rela-
tive to their stated goals.

Advancing States (“B” range): Three
states — Wisconsin, Connecticut and
Mississippi — are “advancing” states

in economic development subsidy
transparency. All three states include
itemized grant payments to companies
in their online spending portals, a trans-
parency measure both Mississippi and
Connecticut require by state statute.
Wisconsin and Connecticut are two of
only three states nationally to publish an
annual report detailing statewide eco-
nomic development grant spending.

Middling States (“C” range): Fifteen
states are “Middling” in economic
development transparency. All of these
states fulfill the most important modern
transparency requirement by including
payments made by the primary eco-
nomic development agency in the state’s
transparency checkbook. However, only
seven provide both the projected and
actual benefits of subsidy payments and
only nine publish an annual tax expen-
diture report.

Lagging States (“D” range): Economic
development subsidy reporting in the
14 Lagging States fails to provide crit-
ical information to citizens in a readily
accessible format. These states typi-
cally provide information in either an
annual report or online portal, but not
both. Minnesota, for instance, is among
only five states nationwide to publish



FIGURE ES-1. HOW THE 50 STATES RATE IN PROVIDING ONLINE ACCESS TO ECONOMIC
DEVELOPMENT SPENDING DATA

Transparency of economic development subsidies across the country

LEARN MORE: USPIRG.org/following-money-2019

a statewide grants report, but fails to
post grant payments in the state’s online
checkbook.

Failing States (“F” range): Over a third
of states — 17 — fail to meet our basic
standards of online spending trans-
parency for economic development
subsidies. Only 10 of these states pub-
lish some kind of annual grants report,
while only two include grant payments
made by the primary economic devel-
opment agency in the state’s online
checkbook.

ample, Virginia’s most recent statewide
annual report found that only 26 percent
of projects receiving subsidies from the
state of Virginia met their job creation
goals from 2010 to 2017.2

A 2018 Louisiana compliance audit
found that the lack of transparency of
economic development subsidies meant
“the legislative committees charged
with making decisions to revise or elim-
inate costly incentive programs continue
to lack critical information necessary to
make key decisions.”?

The lack of transparency of economic de- e A report by the Maine State Legisla-
velopment subsidies has real implications ture’s Office of Program Evaluation and
for citizens and decision-makers alike. Government Accountability concludes
that the opacity of many subsidy pro-
grams impedes state policymakers from
having “accurate and reliable infor-
mation about these programs to make

e Transparency can help citizens and deci-
sion-makers identify when programs are
failing to meet their stated goals. For ex-
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informed decisions” and that “Maine’s
citizens and businesses also deserve as
much transparency and accountability
as possible around these programs.”*

Economic development subsidies are a
particularly shadowy category of public
expenditures, making transparency about
their spending even more important.

e Most states have multiple agencies that
administer economic development pro-
grams. For example, Wisconsin’s annual
statewide report includes 57 incentives
overseen by nine agencies.” Most states
lack an agency that serves as a central
repository for all economic development
spending data in the state, making it
harder for citizens and decision-mak-
ers to track down truly comprehensive
spending information, like the total cost
of a project receiving multiple subsidies.

e Many economic development agencies
are quasi-public agencies or special
districts that often operate without ad-
hering to modern standards of govern-
ment spending transparency. Others are
entirely private, non-profit entities that
are not required to follow even basic
transparency measures, such as holding
public meetings or releasing documents
under the state’s public records law,
even if the agency receives millions in
state funding.®

e The vast majority of agencies, even those
that are a part of state government, shield
information on economic development
deals on the assumption that transpar-
ency is bad for a state’s competitiveness.

All states have opportunities to improve
their transparency.

State governments should provide the
public with as complete, accessible and
understandable information on economic
development spending as other typical
state expenditures. Priority areas for im-
provement include:

e The online checkbook portals of 20
states fail to provide checkbook-level
information on recipients of economic
development subsidies administered
by the state’s primary economic devel-
opment agency. Including this informa-
tion in states’ existing online spending
portals — many of which have improved
dramatically in recent years — would
provide greater transparency and ac-
countability.

* Only six states — Florida, Maine, Min-
nesota, Connecticut, Virginia and
Wisconsin — publish a comprehensive,
statewide report detailing economic
development spending of all active
programs. Only Virginia, Connecticut
and Wisconsin, however, publish those
reports on an annual basis. Maine’s
and Minnesota’s reports are published
every other year, and Florida’s accounts
for all active programs on a three-year
cycle. Publishing a report that details all
economic development spending across
every agency disbursing funds would
provide a crucial tool for decision-mak-
ers and citizens to understand the full
scope of economic development spend-
ing occurring in the state.



e Only seven states have a law that re-

quires the annual, online publication of
a report detailing grant payments for all
active economic development programs.
An additional 30 states have a law
requiring the publication of a similar
report by the state’s primary economic
development agency. Requiring the
publication of an annual report helps

to shore up the continuity of the infor-
mation provided regardless of changes
within an agency or political leadership.

Twenty-three states publish a tax expen-
diture report less frequently than every
year. Annual reporting of tax expendi-
tures ensures citizens and decision-mak-
ers have access to current information.

Only 33 states publish the actual pro-
gram or recipient-specific benefits of
economic development subsidies, while
just 25 provide the projected benefits.

CONFIRMATION OF FINDINGS WITH
STATE OFFICIALS

Our researchers sent initial assess-
ments and a list of questions to
transparency website officials in all
50 states in order to ensure that the
information presented in this report is
accurate and up to date. States were
encouraged to involve officials in
other agencies as necessary. In some
cases, states provided contact infor-
mation for an official in the state’s
economic development agency, and
initial assessments were then sent to
these individuals instead.

For all of the grades, state transpar-
ency officials were given the oppor-
tunity to verify information, clarify
their online features, and discuss the
benefits of transparency best prac-
tices in their states. Officials from 42
states provided feedback. For a list of
the questions posed to state officials,
please see Appendix C.
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TABLE ES-2: HOW THE 50 STATES SCORE IN PROVIDING ONLINE ACCESS TO ECONOMIC
DEVELOPMENT SUBSIDY DATA

State Grade Score State Grade Score
Alabama F 47 Montana F 43
Alaska F o8 Nebraska D+ 63
Arizona C+ 77 Nevada C- 68
Arkansas D+ 64 New Hampshire F 22
California F 33 New Jersey D 57
Colorado D+ 63 New Mexico F 33
Connecticut B 83 New York D- 53
Delaware D+ 63 North Carolina C+ 75
Florida C+ 76 North Dakota D 55
Georgia D 58 Ohio A- 90
Hawaii F 27 Oklahoma C+ 76
Idaho F 35 Oregon C+ 78
Illinois C- 65 Pennsylvania D- 53
Indiana D+ 63 Rhode Island F 46
lowa C 72 South Carolina F 31
Kansas F 42 South Dakota D 58
Kentucky C- 65 Tennessee C 72
Louisiana C 73 Texas C- 06
Maine F 48 Utah D+ 60
Maryland F 34 Vermont D 59
Massachusetts C 71 Virginia F 48
Michigan F 46 Washington F 35
Minnesota D+ 61 West Virginia F 49
Mississippi B- 80 Wisconsin B 85
Missouri C- 68 Wyoming C- 65
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| Introduction

IN 1791, THE STATE OF NEW JERSEY
passed the nation’s first business incentive
in the name of economic development. De-
signed specifically for a corporation owned
by Alexander Hamilton, the bill made the
corporation’s “lands, tenements, heredi-
taments, goods ... free and exempt from
all taxes, charges, and impositions what-
soever under the authority of this state.”
Like many state and local governments to
follow, New Jersey justified the generous
exemptions package because “the granting
of such aid [would] be conducive to the
Public Interest.””

Neighboring states didn’t see it that way.
On the other side of the Delaware River,
a Pennsylvania state representative antic-
ipated that the newly granted “powers,
rights and privileges, given to this company
would be, in their operation, very injuri-
ous to this state as well as other states.”®
Concerned citizens and decision-makers
in Pennsylvania and elsewhere would
continue to rally against the nation’s first
corporate subsidy for years.

The corporation’s owners didn’t help mat-
ters by adopting a “consistent policy of
publicity” about the subsidies. In an early
echo of the public attention and frenzy
around the location of Amazon HQ?2, the
company disseminated press materials and
placed newspaper advertisements in New
Jersey and nearby New York and Philadel-
phia touting the project’s progress and in-
ventive new investment strategy. The pub-
licity efforts were largely done “with a view
to arousing public interest and support.”’

The angry reaction of citizens outside of New
Jersey showed the downsides of that strategy.

Ever since, economic development deals
have been largely negotiated, awarded, and
carried out in the dark. A lack of transpar-
ency has fueled a “race to the bottom” in
which states compete with others for cor-
porate investment in secret and out of the
public view — a situation that companies
can often exploit for their own ends.

Recently, however, as cities and states have
recognized the downsides and costs of the
perpetual competition for new economic in-
vestment, governments have begun to take
a different approach — embracing greater
transparency.

No place in the United States has exem-
plified competition for economic devel-
opment as much as Kansas City — a metro
area split by city limits and state lines, half
on the Kansas side of the border and half
in Missouri. In the last decade, companies
including AMC, Applebee’s and ]J.P. Mor-
gan have moved corporate offices just a
few miles across the border to claim the
subsidies of one state while still cashing in
on a non-expired tax break from the other.
The long-standing “border war” has moved
thousands of jobs from one side of Kansas
City to the other, with the end result of just
1,000 jobs gained for Kansas at the cost of
$335 million in combined taxes that the two
states have forgone.

In August 2019, after years as a national
poster child of failed economic develop-
ment, the states made a different choice.
Mike Parson, the Republican governor of
Missouri, and Laura Kelly, the Democratic
governor of Kansas, signed a “cease fire”
to the Kansas City border war, pledging
to end the use of incentives and instead
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move forward with a “renewed emphasis
on joint projects that promote the collective
strength of the Kansas City metropolitan
area ... without foolish giveaways that bear
no fruit.”" As one commentator noted, the
cease fire was “common-sense” in its move
towards making “the use of incentives rare,
targeted, and transparent — statewide.”*

Economic development subsidies have
been around from the earliest days of

our nation. Though they have often been
presented as a tool wielded on behalf of
the public interest, few of these programs
operate with enough transparency for
any member of the public to be able to
fully judge their worth. Only when pro-
vided with meaningful information about
these subsidies and their benefits can we
begin to have a real discussion about the
public interest and the money we spend
in its name.



