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Competition for Attraction Projects: Seven OPGs of
Corporate Site Selection

By Mike Downing, CEcD, Deputy Director, Missouri Department of Economic Deve/opment

Most economic developers are generalists, trying to fully understand the process and needs of
all types of projects and how best to facilitate them. The process and needs of non-tech start-
ups, growth/technology start-ups, expansions and attraction projects are all quite different.

In the economic development business, there® nothing that gets more attention than landing
the big new project & a new manufacturing facility, a new office project or a new data center.
We all know that existing business expansions and start-ups likely create more jobs, but a lot
more effort and attention is paid to attraction projects. This is probably because these
projects are much more competitive (they have more options than existing businesses),
require a lot more work to win, and typically are larger projects. Also, it®@ human nature to
treat someone new as special, as in the biblical story of the prodigal son.

Elected officials, and many rural ED professionals, have a difficult time understanding why
they aren@ getting nearly as many visits from attraction projects as they did 10 years ago.
They develop sites, build spec buildings, provide tax abatement and advertise in magazines,
but just don@ seem to get leads. My perception is that (a) there are far fewer projects due to
the recession; (b) companies and site selection consultants pre-screen much more than 10
years ago, lessening the need for visits; and (c) most of the companies that are growing today
require a sufficient number of workers with advanced skills, which typically are located in
major metro areas.

Roughly 1,500 to 3,000 attraction projects each year are looking for the best location for
their needs and wants. Typically, the company will have 20-40 required criteria, which a//
must be met in order to be a finalist. Publications which rank the importance of location
criteria really are meaningless since different types of industries have different needs, and all
required criteria have to be met.

What I call the seven OPGs of corporate site selection summarize the process:

1. Proximity: The company® new facility typically will need to be relatively close to one or
more key requirements: primary customers, key suppliers, raw materials, key
transportation facility (deep water port, other), research partner, and others. Also, the
company may need to be outside of earthquake zones, away from competitors, or have
other requirements outside of the economic developer® control.

2. People: A company will need a number of workers with certain skills, within 30-45

minute drive-time radius; and a number of local graduates in required fields. In the short
run, there is nothing you can do to affect this either.
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3. Place: Particularly for tech companies, it can matter whether the area is a 0cool0 place to
live, in order to attract and retain younger skilled workers. Opportunities for advancing
their education a key. Have you asked young professionals whether your community is
cool?

4. Product: Since time frames of getting the new project in operation are shortened, the
availability of existing buildings or developed (shovel-ready) sites that meet the project@
needs are key, including utility capacity, adequate transportation access, and other
factors.

5. Perception: The company must feel wanted and supported by community/state leaders,
unions, the local media, utility companies, and others & not only now, but in the future.
One of the key factors is the perception of the community by its existing businesses, who
will be interviewed by a prospect. Finally, the responsiveness, trust, professionalism, and
the personal relationship developed between the economic developer and the prospect is
of primary importance.

6. Price: Among sites that meet all the required criteria above, the company will analyze
which has the overall lowest variable costs over a 10- to 20-year period on a present value
basis. Variable costs include labor, construction, utilities, taxes and others, and factoring
in the OrealO value of state and local incentives. For some companies who are cash-
strapped, the availability of funding up-front is also key.

7. Persistence: As indicated above, you have no little or no way to impact some of the
factors above in the short run, and others will take time, money, and public support to
propetly develop. The key is targeting the most effective improvements you can make for
projects you have the highest probability for winning. Also, you will lose many more
projects than you win, but if you compete in the right way, that reputation will spread
and lead to other projects.

Do you really want to win every project? If the company is requiring incentives that results in
a negative net fiscal impact; if the wages are well below the median for the area; if the
company has a track record of environmental problems; if the company will cause labor
problems; if the project will overburden a utility system that can@ be improved; or if their
financial condition is poor, it may not be a project worth winning.

Finally, in an ideal world, companies would not pit communities against each other in a
bidding war to win projects. The bottom line is that most communities need jobs, and
politicians make political capital by winning projects. Several years ago, there were some
unsuccessful attempts to enact federal legislation to restrict such bidding wars, or to tax the
company if it received state or local incentives. Recently, there has been little or no attempt
or public outcry to restrict the bidding wars, and it appears the stakes keep getting higher.
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While competing for attraction projects likely won@ end, it would appear that communities
and states should carve out agreements not to pirate existing companies from each other. If
so, this could lead to cooperative activities in international exporting, entrepreneurial
development, early stage capital formation, and many other productive economic
development activities. I call on the economic development profession to lead this initiative.

Expediting Retail with a One-Stop Shop

By Frances Spencer, SCSM, SCMD

Retail Chicago was an aggressive outreach program to retailers, brokers and developers to
introduce them to the many communities of Chicago and expedite their entry into these
markets. It served as a flone stop shopO to answer their questions and concerns regarding the
municipal process. The goals of the program were to:

e  Stop the bleed of retail sales taxes to the adjacent suburbs;

e Return underperforming sites to the active property tax rolls;

e Bring goods and services into communities that needed stronger retail offerings, and

[ ]

Bring employment opportunities into areas where employees could live and work in
their community, improving their quality of life.

Though the program is no longer active due to budget constraints, it used many creative,
proactive approaches to retail development that can be adapted to other communities.

Program elements

Retail Chicago staff participated in ICSC, IEDC and other professional activities on a local
and national basis to foster positive partnerships between the public and private sectors. This
outreach included review of materials found in publications including Crittenden®
(www.Crittenden.com) and Dealmakers (www.Dealmakers.net), noting retailers who were
seeking additional opportunities and sending informational packages to them featuring
Retail Chicago materials.

Demographics, of course, are a key factor in relating any area to the specific needs of a
retailer. However, all demographics are not created equal. One of the highlights of the
program was a Market Profile sheet that was developed for each of the city® 77 Community
Areas through an outside consultant, MetroEdge. These sheets were updated annually and
refined to include basic information the retail industry requires to perform an initial review
of a specific market. Some of the information typically in these sheets included:

e Average home sales figures

e Daytime work population
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Annual building permits issued/residential loan generation
Average household income

Household net worth (includes home equity, 401Ks, etc,)
Retail sales leakage by retail category

Map of the Community Area indicating major streets, boundaries, etc.
A valuable development tool

Another highlight was the Ward tour program. The city of Chicago has 50 geographic wards
with an elected official (alderman) responsible for each ward. Tours were conducted on a
weekly basis, June through October, with one ward covered on each tour. The format was as
follows:

e Leave on a chartered, air-conditioned 50-passenger bus from City Hall at 9:00 AM.
Participants include a variety of retailers, brokers and developers who have expressed an
interest in urban retail opportunities.

e Utilizing a pre-determined route, the bus tours the ward with narrative provided by the
alderman and their staff. The tour includes opportunity sites, existing retail and a
representative portion of the residential stock for the ward.

e The alderman is returned to their ward office and the bus returns to City Hall T most
tours are completed in 2-1/2 hours, by 11:30 AM.

The tours were an opportunity for the participants to meet first-hand with the alderman, to
interact and network with each other and tour a previously unknown market in a safe,
positive environment.

With many brokers flon board,0 there was an opportunity for the ward to be presented to a
larger number of retailers, as most brokers represent multiple retailers. The tour program was
well received by the brokerage community, as it was both time-efficient and cost-effective.

A tour book (approximately 40-60 pages) was prepared for each tour and provided to each
participant. This book included demographic information; details on available sites; maps
which showed the location within the ward of any incentive programs; contact information
and a biography on the specific alderman; plus a community historical profile, among other
information.

Other program benefits
Obviously, 50 aldermen could not be accommodated on an annual basis. Aldermanic

requests, newly elected aldermen and those whose areas had significant development
opportunities filled this annual schedule quickly.
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In addition to the special demographic packages, aggressive outreach and tour programs,
Retail Chicago also worked with aldermen and their staffs on addressing specific retail
situations or development opportunities on an as-needed basis. One strong aspect of the
program was educating city and aldermanic staffs and others regarding retailer requirements,
timelines for retail expansion programs, and other industry issues.

The program was successful in building relationships and opening communication between
the various city departments and staff, retailers, brokers and developers, and establishing an
on-going dialogue among all parties to improve the future of retail development in Chicago.

Frances Spencer, SCSM/SCMD, is Principal of The Pendulum Partners. She was Retail
ChicagoG sole employee during the program® 12 years. She can be reached at 312-307-1247 or
Franspencer39@gmail.com.

Federal Update

Reports Confirm Sluggish Economic Growth

Initial claims for state unemployment benefits were the highest since mid-November,
according to a Labor Department report released August 19. The Congressional Budget
Office offered its own bleak assessment the same day. CBO Director Douglas W. Elmendorf
warned Oslow income growth as well as lost wealth will weigh on consumer spending.0
Elmendorf told reporters (gathered to see the CBO update its Budget and Economic
Outlook with new summer information) that underused commercial spaces and vacant
houses would continue to be a drag on spending and investment. The bad news was
compounded by a Commerce Department report released August 25 showing new-homes
sales in July at their lowest level since the government began keeping track of those numbers

in 1963.
Changes Coming to Appropriations in Both Chambers

Dissatisfied voters didn@ have to wait until November to express their anger to key
appropriators from both parties. Utah Republicans rose up against longtime incumbent Sen.
Robert Bennett, denying him their party® nomination. Democrats in Pennsylvania gave a
cold shoulder to Arlen Specter, who had moved to their side of the aisle after several Senate
terms as a moderate Republican. Meanwhile, ethics charges helped thwart House
Appropriations Commerce-Justice-Science Subcommittee Chairman Alan B. Mollohan, D-
WV, in his bid for his party® renomination. Also, Rep. Carolyn Cheeks Kilpatrick, D-MI,
who played a key role for Michigan as that state@ sole appropriator, was denied a nomination
for another term.
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Meanwhile, the political career of Sen. Lisa Murkowski, R-AK, hangs in the balance after a
surprisingly tough primary challenge from attorney Joe Miller. Murkowski, who sits on the
powerful appropriations and energy committees, will need a solid majority of incoming
absentee ballots to get her party® nod. Miller was in the lead as precincts finished reporting,
but thousands of ballots remained out and will take days to come in from rural areas.

Obama Makes Recess Appointments to SBA, Agriculture

While Congress remained in recess, President Obama acted to fill long-vacant administration
posts. Among the nominees was Dr. Elisabeth Hagen, currently serving as the USDA@ Chief
Medical Officer, to fill the post of Under Secretary for Food Safety in the Department of
Agriculture. In addition, Winslow Sargeant was nominated as Chief Counsel of Advocacy at
the Small Business Administration. Sargeant comes from a position at Venture Investors.

Proposed National Freight Policy Draws TruckersOComplaints

Designed to introduce a national freight policy that reduces pollution and improves safety,
Senate bill 3629 would create a new office at the Transportation Department and initiate a
grant program for projects that move freight more efficiently. However, the American
Trucking Association has complained that the bill fails to sufficiently fund highways, which
the group claims will ultimately undermine freight movement nationally. An aide to Frank
Lautenberg, D-NJ, who introduced the measure along with Sen. Patty Murray, D-WA, told
Congressional Quarterly the bill would help the trucking industry by speeding movement at
ports of entry.

Economic Development News

Economy & Recovery

What® behind the wilting of the economic recovery
The Christian Science Monitor, Aug. 23

The economy® upward momentum from earlier this year has stalled. Many factors played a
role, from the debt crisis in Europe to the end of the home-buyer tax credit, the fading effect
of Recovery Act dollars and low consumer confidence. In addition, inventory restocking and

the bump it gave to manufacturing may be slowing down. Some economists fear GDP could
contract in 4Q 2010 and 1Q 2011.
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Failed ShoreBank, lender to the underserved, will become Urban Partnership Bank
Chicago Tribune, Aug. 20

Recently failed ShoreBank provided loans for homes and businesses in Chicago® underserved
communities for more than three decades. Acquired by a consortium of financial institutions
and philanthropic groups, the re-named Urban Partnership Bank says it will continue to
provide similar services in Chicago, Detroit and Cleveland. Still, its failure is seen as a
setback for community banking; the new bank probably will have to tighten its lending
practices and diversify its loans geographically.

Brieﬂy:

World economy still improving, but at a slower pace (International Chamber of Commerce,

Aug. 18)

The geography of a recession (ABC News): This U.S. map changes colors as it shows the rise
in unemployment by county from January 2007 to June 2010. It@ a quick and fascinating
tool for understanding how the recession progressed.

Low unemployment in the Dakotas and Nebraska means unemployment benefits end sooner

(Bloomberg, Aug. 24)

Economic Development Strategy

Is gambling a good economic development bet?

ICMA, Aug. 9

Gambling as a tool for economic development is controversial, with strong advocates on
both sides. Gambling can be viewed as an individual social pathology, a societal menace, a
viable tool for growth, a growing source of governmental revenue, and a specific means of
assisting deprived groups. It8 a good overview of the arguments on both sides, but doesn@
discuss how to resolve the conflict.

Manufacturing news: Signs of recovery, onshoring, and workforce and energy efficiency
strategies

Report: Promising Signs of Recovery in Manufacturing, Aug. 2010 (pdf, 20 pp.): This report
gives a good overview of manufacturing® recent health and the variation among states. The
sector added 136,000 jobs since December 2009, but the expansion remains fragile.

Some manufacturing heads back to the U.S. (USA Today, Aug. 6): There are myriad reasons
for the shifts: Chinese wages and shipping costs have risen sharply, and U.S. manufacturers
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have been frustrated by the sometimes poor quality of goods made by foreign contractors,
theft of their intellectual property, and long product-delivery cycles. This article looks at
several companies and their reasons for Oonshoring0 or Ore-shoring.0

What can you do to get local students interested in manufacturing careers? (Southern
Growth Policies Board, August 2010, pdf): This brief mentions innovative programs such as
a manufacturing camp, manufacturer involvement in local educational organizations, the
Dream it. Do it. campaign and others.

DOE Kicks Off Training for Manufacturers to Demonstrate Energy Standards (U.S.
Department of Energy, Aug. 6): The U.S. Department of Energy® Industrial Technologies
Program (I'TP) recently kicked off a series of training sessions for seven manufacturers in the
Southeast that are working to demonstrate energy management systems that meet the highest

standards in energy efficiency. Manufacturers will showcase their ability to better manage
their energy use, improve energy performance, and apply an accredited methodology for
measuring and validating energy efficiency and energy intensity improvements. Looks like a
good strategy to increase competititveness.

Experts discuss a range of smart strategies for economic development

Federal Reserve Bank of Atlanta

Here youdl find a series of interviews (in podcast or transcript format) with experts on a
range of innovative economic development strategies. Sample topics covered include Export
Specialization to Drive Economic Growth in Post-Katrina New Orleans; Counting on
Quality Jobs (covering IEDCR recent study); Revitalizing Urban Industrial Sectors: A
Roadmap for Diversifying the Economic Base; Foundations as a Source for Community and
Economic Development; Protecting the Environment While Growing the Local Economy;
Effective Incentives during Fiscal Challenges; and others.

Organizational, Strategy and Governance Issues

A look at states that have replaced their ED departments with public-private agencies
Des Moines Register, Aug. 18

In the context of the Iowa governor@ race, this article discusses one candidate® proposal to
eliminate Iowa® economic development department and replace it with a public-private
agency. Look beyond the political back-and-forth to find the content about other states that
have adopted such a strategy, including Indiana, Rhode Island and Wyoming.

It seems to be a popular idea this election season, as a gubernatorial candidate in Ohio has
proposed the same thing. (Columbus Dispatch, Aug. 18)
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Real Estate & Revitalization

In the recession, traditional malls do better than expected

Retail Traffic, July 27

Many of the concepts that were supposed to replace the regional mall, such as lifestyle
centers and vertical mixed-use centers, suffered because of their reliance on discretionary
tenants and limited trade area pulls, according to industry insiders. Meanwhile, regional
malls are emerging from the downturn in relatively good shape. This article discusses some
trends in mall redevelopment and repositioning 0 including one project that may feature a
retractable roof that can be closed during inclement weather 8 and profiles four
redevelopment projects currently in process.

Five key truths about downtown revitalization

The Globe and Malil, Aug. 2

As smaller and mid-size cities in Canada have begun to rejuvenate their downtowns, there are
several tenets that the successful ones have embraced: Traditional downtown retail is no
longer viable; restrictive taxes and bylaws don@ make sense; downtown is a dynamic event
space; improving infrastructure is a must; and development incentives are crucial. The article
cites examples of how each truism has been put to use in various cities.

Technology & Innovation

Pilot analytics tool speeds up the Otriage® process for tech transfer

CIO Insight, Aug. 17

North Carolina State University® Office of Technology Transfer is piloting an advanced
analytics tool to shorten the process during which the office@ licensing professionals review
an opportunity to determine market potential and investigate the patent landscape. This
Otriage0 process typically takes two to four months. The department recently began piloting
IBM@ 0OBig Data0 analytics technology, which mines large amounts of unstructured Web
data, reducing the process to seven to 10 days. Technologies like this appear to be promising
tools for speeding up the tech transfer process.

Why innovation thrives at the Mayo Clinic
Bloomberg/Harvard Business Review, Aug. 16

What conditions are needed for innovation to occur? The Mayo Clinic had three conditions
right from the beginning: limited resources (the single strongest driver of innovation);
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connectedness (teamwork was paramount, yet Ocooperative individualismO could thrive); and
diversity (promoting the country® first real Ogroup practiceO concept, where physicians in
different disciplines would collaborate on the care of patients) 8 all characteristics that can be
fostered in other establishments.

Along similar lines, here@ an interview with Google CEO Eric Schmidt about Silicon
Valley@ success and why it® a reproducible model. (Foreign Policy, Aug./Sept. 2010)

Workforce Development

Between influx of students and budget cuts, community colleges struggle to meet demand
The New York Times, June 23

In this economy, community colleges are widely seen as the solution to many problems.
Displaced workers are registering in droves to earn credentials that might get them re-
employed, while new students are flooding in as well. But with state financing slashed almost
everywhere, community colleges in some states are having to turn students away; for those
who can get in, admission to health-related programs can take years.

Innovations in labor market intelligence from Oregon, San Diego and others

Jobs for the Future, Aug. 2010 (pdf)

This report examines the creative development and application of labor market research.

Case studies of six exemplary labor market intelligence (LMI) programs across the U.S.
include 2 <

(@)
(@)
(@]
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