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MINUTES OF THELegislativeOMMITTEE ON _Kansas Economic Development

Representative Jim Braden at

The meeting was called to order by .
Chairperson

12?30  f4n/p.m. on __February 20, 1986 19__in room 123=8  of the Capitol.

All members were present except:
Senator Michael Johnston

Committee staff present:

Tom Severn
Paul West

Conferees appearing before the committee:

Belden Daniels
Marshall Crowthers

The Chairman called the meeting to order and asked Tony Redwood to
briefly explain his handout. (Attachment A) He said these were only
working numbers regarding the fiscal impact of the Kansas Economic
Development Study. He suggested everyone read through this report by
the next meeting when he would respond to specific questions the Commission
might have.

Mr. Daniels then came before the Commission to report that he 1is
extremely anxious and optimistic in having some pretty well-defined
proposals for the Commission by next week. He is bringing a working Team
together. He has about 20 people intensely working with him right now
and as time goes by will double that number.

The subject of the Kansas Cavalry was brought up by Senator Winter.
He discussed whether it should be brought together with Kansas, Inc.

Daniels noted the $167,500 for a Center of Excellence is low. He
stated that Ohio spent $70 million, $25 million in Pennsylvania and $13
million in Oregon for equivalent Centers of Excellence. Noting serious
revenue issues exist in Kansas he did not propose that Kansas would be
prepared to have comparable investments right away. He stressed only
creating solid undertakings if Kansas is prepared to commit to funding
over the next several years.

The time factor entered into discussion and Daniels expected to have
draft legislation delivered to the Commission one week from today.

Discussion centered around a current list of business tax incentives
(Attachments B & C) Kansas offers as compared with other states. Daniels
discussed having a breakdown of the cost of existing incentives by next
week .

Marshall Crowthers then spoke to the Commission and explained what
XPERS has done over the past several years with regard to venture capital.
Daniels stated, if the Commission does nothing on venture capital, KPERS
will create 2-3 additional venture capital pools within 2-3 years. Daniels
emphasized the efforts of the Commission should do nothing to disrupt
present efforts going on, we should enhance those efforts, and expand those
efforts.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks us reported herein have not
been submitted to the individuals appearing hefore the cummittee for
editing or corrections.
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Daniels stated Kansas needs a new financing mechanism for the tax
exempt bonds, and an outside issuer to do more complex deals. Bond
counsel meetings were scheduled to be held and a recommendation will

be forthcoming.

The constitutional prohibition against internal improvements is an
issue to be addressed at the next meeting.

Mr. Daniels asked members of the Commission if they had any concerns
with the direction so far. It was thought a meeting with organized labor
would be in order.

The Chairman announced two meetings for the following week and
adjourned the meeting at 2:32 P.M.

Additional information submitted by Mid-America, Inc. appears as Attachment D.

Guest list appears as Attachment E.

Approved by Commission on:

4~ 7= ;}f././;
(date)
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February 20, 1986

FROM: Anthony Redwood —
Charles Krider

RE: Cost Estimates of
Study Recommendations

Study. The estimates are intended to indicate the order of magnitude of the
cost of each recommendation. They are not detailed cost estimates, nor do
they allow for inflation.
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Recommendacion

5.

6. Property Tax on Inventories

. Agriculture Task Force

Minimum
Preferred

Sales/Use Tax
Exemption on all
Machinery and
Equipment
Minimum
Preferred

Corporate R & D

Income Tax Credits
Minimum
Preferred

Tax Credit for Invest~
ment in Venture Capital
Funds
Minimum
Preferred

Property Tax Abatements

Addirional Funding Above FY 86 Levels

FY 1987 FY 1988
50,000 750,000
500,000 1.5M
0 0
0 5.3M
150,000 500,000
250,000 M
300,000 1.5M
500,000 2M

No cost to the state

FY 1989

1.4M
2M

5.3M
10.6M

750,000
1M

M
3M

Assumptions

FY 1987 is assumed to be a planning year for the task force. These
costs also assume some reallocation of the existing $11 million R & D
expenditures at KSU to provide significantly greater emphasis on value
added processing and crop diversificaction instead of production. The
preferred levels assume FY 87 implementation of the KSU proposal.

No increase in the current sales tax will occur. The removal of che
sales tax should be phased in over three years at $5.3 million per

year. This cost could be offset by an expansion of sales tax to the
service sector.

These estimates presume a 5% credit or amount equal to the average of
the credit allowed by other states. The credit should not exceed

207 of the total tax liabilicy and should only be available for R & D
above and beyond a corporation's average expenditure during the
previous three year period.

This recommendation is the most imporctant of the tax measures. The
estimates assume a 207 credit up to a fixed amount or some percentage
of tax liabilicy. $3 million should be the maximum cost to the stace.
A 20% credit with a ceiling of $3 million should generate $12 million
in private funds for an annual total of $15 million (at the preferred
funding level by the end of FY 1989)., The differences between the
minimum and preferred levels is the result of changes in the limits on
the credit and targeting of credit amounts and the types of businesses
that would receive the credirc.



Recommendation
7. Centers of Excellence
Minimum
Preferred

8. Research Matching Grant

Minimum
Preferred

9. Instituces for Applied

Science and Technology
Minimum

Preferred

10. Applied Social and
Economic Research
Minimum
Preferred

11. Industrial Liaison
Minimum
Preferred

FY 1987

500,000
835,000

200,000
250,000

220,000
M

185,000
385,000

60,000
300,000

¥y 1988

835,000
1.17M

400,000
500,000

2.5M
5M

385,000
500,000

300,000
360,000

FY 1989

1.17M
1.5M

400,000
500,000

5M
10M

500,000
500,000

360,000
360,000

Assumptions

$500,000 represents the additional cost of doubling the current fund-
ing of $167,000 for the three centers of excellence at KU, KSU & WSU.
$835,000 is the cost of doubling the funding in the three existing
centers plus adding one addictional fully funded center at one of the
three major research universities. $1,070,000 is the cost of doubling
funding for the three current centers plus two new fully funded centers.
$1,500,000 provides for a totval of six centers. It should be noted that
although this cost estimate assumes equal funding levels for each center,
they would not have to fund equally.

The program is currently funded at $610,000. The estimates represent the
increase over current funding. This additional funding would be splirc
between the participating universities.

$220,000 provides $120,000 to establish a Center for Technology Transfer
at Pittsburg State University in lieu of a Center of Excellence at PSU
as now proposed, plus $100,000 cto plan the creation and areas of concen-
tration for each institute. The ultimate desired level of funding--

$10 million in FY 1989-~represents the likely state commitment to match
federal & private funds if these can be garnered for one or more Insti-
tutes at the research universities, plus state funding for one or more
Centers for Technology Transfer at the smaller universities. The pre-
ferred funding level would expedite the development of the Institutes
through initial staff appointments, equipment/instrumentation, etc.,
concurrent with the detailed planing process. While a $10 million com-
mitment is substantially below the commitment in other states, it
represents a solid effort for a state the size of Kansas. Less money
might be required in subsequent years.

$185,000 is recommended to fund the development of KU's econometric
model. The $385,000 includes $185,000 for the econometric model,
$100,000 for the development and maintenance of an economic data base
for Kansas and $100,000 for state population projections, small busi-
ness research, internactional trade research and other Kansas business
related research. $500,000 would enable regional centers for business
research to be funded to assist local communities with data needs and
regional problem research.

The $60,000 would fund the industrial liaison program proposed by KSU.
$300,000 provides $100,000 to each of the three main universities to
have an industrial liaison program. The $360,000 figure adds $60,000

for part-time indusctrial liaison staff at the three small Kansas uni-
versicies.



Recommendation FYy 1987
12, Public & Higher Education
Minimum
Preferred
13. Corporation of Innovation
Development
Minimum 350,000
Preferred 800,000
14. Product Development
Corporation
Minimum 750,000
Preferred 1M

15.

16.

17.

State Matching Fund for Federal Small

Business Innovation Research Grants
Minimum 200,000
Preferred 200,000

Science & Technology Authority

Minimum 220,000

Preferred 275,000
Financial Symposium

Minimum 5,000

Preferred 5,000

FY 1988

550,000
800,000

iM
2M

200,000
250,000

220,000
320,000

5,000
5,000

FY 1989

550,000
1M

1M
2M

200,000
300,000

220,000
320,000

5,000
5,000

Assumptions

The Kansas Board of Regents Issue Papers for FY 87 indicate a funding
shortfall of the order of $85-95 million in state funding for cthe
universicies.

The minimum level attempts to create a pool of $5 million over three
years. The preferred level attempts to create a pool of $10 million
over three years. It is believed that funds of this size can be gene-
rated through a 20% tax credit for investment in the corporation.
(Further analysis may determine that a higher credit is needed to
achieve the desired fund size.) $350,000 is based on $150,000 for
staff and operations expenses plus $200,000 in tax credicts given to
generate a $1 million fund pool. $550,000 provides $150,000 admini-
strative funds plus $400,000 in tax credits to generate an additional
$2 million in funds. $800,000 provides $200,000 in administrative
funds plus $600,000 in tax credits to generate an additional $3 mil-

- 1ion., $1 million provides $200,000 in administrative funds plus

$800,000 in tax credits to generate an additional $4 million in funds.
After a three year period, a determination should be made as to whether
the CID can be self-supporting.

These funding amounts are intended to generate $5 million in availlable
capital. The minimum funding option would reach $5 million in five
years, The preferred option would grow to $5 million in three years.

These funds would be used to match federal $50,000 Phase I Small Busi-
ness Innovation Research Grants. $200,000 would enable Kansas to match
four grants; $250,000, five grants; and $300,000, six grants. By pro-
viding additional funding at the Phase I prototype stage, Kansas firms
will be able to prepare better proposals for SBIR Phase II. Phase II
winners receive a $500,000 federal SBIR grant to further develop the
producet.

These figures assume that the Science & Technology Authority will be
the umbrella administrative unit for a Corporation of Innovation De-
velopment and a Product Development Corporation, as well as the other
responsibilities spelled out in the Report. $220,000 provides four
full time positions. $275,000 funds five FTE and $320,000 provides
six FTE,



Recommendation FY 1987 FY 1988

18.

19,

20.

21.

22.

230

24,

Temporary Funding for Certified
Development Companies

Minimum

Preferred

Secondary Market for the SBA
Guaranteed Portion of Bank Loans

Minimum No cost to the state
Preferred

Joint House/Senate Economic

Development Committee
Minimum
Preferred

Expand KDED Small Business
Division; Add Field Offices

Minimum 350,000 350,000
Preferred 350,000 470,000
Establish a KDED Interna-
tional Trade Division
Minimum 125,000 125,000
Preferred 125,000 175,000
Efforts to Attract Foreign
Firms
Minimum 600,000 800,000
Preferred 750,000 1M
Existing Industry Program
Minimum 120,000 120,000
Preferred 120,000 135,000

FY 1989

350,000
550,000

175,000
225,000

1M
1.2M

120,000
155,000

Assumptions

It is anticipated that the funding level for each CDC would be $50,000.
The preferred level would allow eight of the 13 CDCs to receive
temporary funding.

The recommended funding level would increase the number of KDED field
offices from the current two (Garden City and Hill City) to a total of
five, The variations in the funding levels represent increases in

the staff in each office. $350,000 provides funding for 13 FTE--three
staff in each new office and two additional staff in the two current
offices. (Each existing office is staffed by one person.) Staff
duties will include technical assistance, financing counseling, assis-
tance with incubators, an existing industry and business retention pro-
gram, and work with the state's Small Business Development Centers.

The role of this unit is to assist Kansas companies with export/import
trade problems distinct from international industrial development
activities. The funding provides varying levels of staffing and some
funds for contracting costs with universities. $125,000 provides for
three staff positions, $175,000 provides for four FTE and $225,000
provides five FTE. The funding does not include funds for advertising.

The recommended amounts fund two international offices~-one in Japan
and one in Europe. (Kansas currently has a $40,000 contract with a
consulting firm in Japan to represent the state. There is no such
arrangement in Europe.) It is assumed that funds would be evenly
divided between the two offices at each funding level.

These figures assume that two staff will be dedicated to this function.
The increasing amounts are for additional travel, workshops on busi-
ness retention, contracts for suveys of businesses and the develop~
ment of a computer data base for a buyer/seller link program. The two
staff members will work with field staff and communities across the
state.



Recommendation

25.

26.

27.

28.

29.

30.

31.

32.

KDED Targeted Industries
Marketing Plan
Minimum
Preferred

KDED National Image

Promotion Campaign
Minimum
Preferred

Internal Improvements
Amendment

Matching Loans to

Facilitate Incubators
Minimum
Preferred

Loan Pool for Infra-

structure Development
Minimum
Preferred

Technical Assistance

to Communities
Minimum
Preferred

Federal Community
Development Block Grants

State Community Develop-

ment Block Grant Program
Minimum
Preferred

FY 1987 FY 1988 FY 1989
750,000 ? ?
100,000 ? ?

Costs not now
available

Costs not now
available

Costs included in recommendations

‘ 21 and 24

No cost to the state

5.3M 10.6M 16M
5.3M 10.6M 16M

Assumptions

It is assumed that these advertilsing funds will be used to Ilmplement
the targeted industries study now being conducted., The study attempts
to identify those industries particularly suited to locate in Kansas
by geographic area of the state.

The national image campaign attempts to create a favorable impression
of Kansas among business leaders in positions to make company reloca-
tion decisions.

The future cost to the state will be determined by how narrowly a
constitutional amendment is written.

Further research is needed on the various incubator models now in
existence.

These figures assume that the federal government will phase out the
Community Development Block Grant program (currently funded at

$16 million) and that the state will replace federal cutbacks with
state funds.



Recommendation FY 1987

33. Certified Cities Program

34,

Mindimum
Preferred

Small Business Development

Centers
Minimum 350,000
Preferred 350,000

FY 1988

350,000
350,000

FY 1989

350,000
350,000

Assumptions

The Kansas Small Business Development Centers have requested $350,000
in funds to be divided among the existing centers on an annual basis.
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Colorado
Connecticut

Georgia
Hawaii
Idaho

irginia

Wisconsin

ississippi

New Hampshire
New Jersey
South Carolina
South Dakota
Tennessee

Texas

North Carolina
Utah

North Dakota

Massachusetts
Ohio

llinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Michigan
Minnesota
Missouri
Montana
Nebraska
Nevada
New Mexico
New York
Oklahoma
QOregon
Pennsylvania
Rhode Island
Vermont
irginia
Washington
West Vi

M
STATE TOTALS

Vi
Wyoming
Puerto Rico



S

OTHER L.

'AX INCENTIVES FOR INDUSTRY

M JustueleqyY
08{ON {B118NPU OPIMBITIS

M@ uojenEAl Xay
Auedoid wiojjun epimeins
opoD 00{}98id

juewdojdwy Hudy eisis

MeT ebem wWnwuy 8es

ma} o 0 WBIY ojelg

juswd|nbg (esnpu; go
uojvjooido() POIRIG|OIDY

juowdoiereq pue ydisoeoy
ofisinosuzy o) uopduiexy xe)

sopyenpu) pejjjoeds 10}
ejuotueaiby uopez||IQMG XeL
81ONpoLd ojuig pejjjoeds

{0 08 10} €}|p2ID XB)

Juounseauy jBsRpPUY
104 oAjjueoU] XL

6QOr JO UOBRID
104 oAjjURDUY XBL
Bupnjoejnuey U pesn sjeiie)en
Moy uo uopduiexy xeL
juewdinbg mep uo

uojjdwexy xuy 08f}/80|6S

86[10JUBAU} B1DIN}ITINUBIA
uo uopdwioxy xey

(1odeesy) jyeuesL U} spoon
uo uopdwexg xey Aiojueau)
Aeupyoepy ‘Juswdinbg uo
winpoleion 10 uojidwiexy Xay

sjuswencidwy jeydan ‘pus uo
WIN0JBIOW J0 uojjdiuexs Xe L

uopdizex3 xuv) 08[d%3

uojjdwoxy xey
owoou| jguossed

uopdwexs xe)
ewoou] 9)ei0dio)

18

42

43

40

20

Q59
©19
Os9
Q0 | ©
@50
©s9
@59
©10
Qs
-]
@59
Os9
Os9
©s9
©sy
D w05
Os9
@10
©@s9
36

@59
©37
1
G4
@3
061
19

Q93

@20

@57
©s7

By
O
O35
@as
© 105
L2713
Og4
24

Qs

O

©2

o

045

O

@ 109

O35
O304 | O10s
27

o

G2
LI
G35
Oas
034

(-]
©s0
Os4
©75
Q60
46

O 10

Q41
@101
@32
® 108
Q4o
©a1
041
Qug
©s4

L]
(- 773
©Ogs
Oz
Qa3
03
@107
[T
102
-9
©ss
-7
43

0.2
©Oss
@31
o
0.3
O3
2]
@55
Q4

01
023
©31
©39
Qg2
@30
03
©107
@5
Dag
Osq
©ss
@31
32

044
031
035
Oy
230
©as
®33
on
9 s
O3
L-I1
Os1
©s2
O3
Oss
O3
32

©24
©324
©105
(22}
24
s
024

025
©2
25

D25
&5
©2
©2
O2s
22

©Ggs

L&D

Q27

©7s

L&

0 105] ©
O35

©25

©4g 47 Q46
L&D

@25

D25
O2s

®s2
25

irginia

Hawaii
{daho

inois
ississippi

Connecticut

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Delaware
Florida
Georgi
indiana
lowa
irginia
isconsin

Kansas
Kentucky

Louisiana
Maine

New Hampshire

New Jersey
South Carolina
South Dakota
Tennessee
STATE TOTALS
Puerto Rico

Texas

North Carolina
Utah

North Dakota

Massachusetts
Ohi

Maryland
Michigan
Minnesota
Missourl
Montana
Nebraska
Nevada

New Mexico
New York
Oklahoma
Oregon
Pennsylvania
Rhode Island
Vermont
Washington
West Vi
Wyocming

M
\'f

Wi

16 / Site Selection Handbook/85




H1auno) Aioeiapyy ABojouyosey - S
10/pua s3usiog eoig elcle|o|oje|(e|cjole|loje|olo]e LIN-3K) ejelelo|efo|v elo 0jlo o|le|olojo|lejc|/ele|lo|e|e o|leo|e]e e ~
LB ETITL )
jueIINI0LY {BICPO - 3
uo Buippig uj djo} eruig ole oloie ejojelo|e ojlejo|/ocjofeo|e|eje|oc|leojcje|olelo/e|/ojoielo]e eolejelo|e oo ol Ye 3
E pshotduteun ,0100-pisy,, ujesL < w
0) Aljenpu| o} eajuedu} 0)eig o|le ololelo]|eo e{o|jo|ole [ e|o eloje olole|le|e elole ole elojoclole ol e “l o w
c
M pedojdwoeun ,0403-pian,, 3 N E
p 10 Bujujesy pepoddng eisig | ¢ @ © ejleo|loclo|eo e/ O®|O| 0|0 olojelojeicje 0|0 o, ojejo/oiolojlejeole|e oiele|e -] elejo|le| e o
Q scokojdwy {e|nenpuy o .m
jo Bujupis-oy ouls |oj{ojo|cjo|e|/o|o|jojo|lo|o|ele|e o|lololo|eiojeloleiocjole|lecio|cio|cle|ojo/ojo|ojcje|e|lejoje|/e|ec]e|lele] o 2
L seolojdusy jopnenpuy =] %u
E jo Bujujesy popoddng ojelg {ej ol eje|e|ojelolojo/ojejeleiolejelo/oie|olo/ele/o|lo|/oc|o|e/cjojo|le|elol olo|/olclolelelo e|elecloelele|lol @ ° 2
v sosdotdwy jejienpu) jo o 2
1l Bujueosag “BuinIooy 81018 | o 0| 0| 6] 0| 60| 0| 0|0 0|0l elele|e|e olo|loio/e|lojc[o/ojojolejo/o|oje|jeloje|olc|/olo|eje|o/ejoje|eio]je|le] e :
Ansnpuy mep jejssy 1o joeayy
) D 0} sojpmis Ajjliqieved jonp 3
-uog Asioajun 10/pus eygys | ©| °| 0| @ ®|e(e|e|cje|e 0j06lo 0]ojojo/o e/ 0jo/ocje|oo|lo/ojojo|jclo0lojojoojo|o|eie o|loielo/e|o|lelelel De
HL Assnpuy 0} eiqo|ieay 5 e 5 o
A seiovd Q%Y Alsseaupy [oje|o|ojoleleflo| o g|le|oi0lelo|logjolejg|le|o|0/0jo|0/0|0jojo/ocojoje|le|olo/o|lc|o|e|ele|lo|elelelc|alelD|e
= sjonposd jo jiodx3g o
R 0802Jou} O) WviBoid 8lBlS |0 0| oloj0lo|olofjojejo|ejojo/clolojoicleic|lolo|jo|ele|e|eje|leje|lojc/o elojeie|ojeclole|eclojo|/elelele| el o
T wewdojaas() pue yoigesoy @
S 8jouI0id o} weiBoid oypig (o | el o o|ejojo|e olcje|cleio|o]|e elojeolejelole|e oclo|eclejojejo|je([o|{ojojc|e 0 e ° e el e “le
u sjoefoid {puopBelony ’ s N o
ejuAld i0) spung oyois [ ° ° ° ol o ° ] ] °
D g)00{04d jeuojizeioey Aiunod -
N lo/pua Ao t0pspungoieis [elol ol ol o] @ ] eloe|eo|o e ejle|lo|jojoje]o [ ofo clojojeio/e|ojo/olelojo|cj0/o|je|e|e e
[ suvld 20)88)4 Ajuno) R - R
s0/pue K110 10) epund ejuig elelo oloelole e eje|o o|e elolo e ° el o oo ° clojelelele [ P e
R 8100{04d BIOM 1IQNd
pejeley-juswdojorsq Alunod F] 2 2 3 o
10/puv A0 i0f epund oyeig | ©| @ @ ejiejelo o g|/l0|0|0@|0|0 ojlolo|o|e|ole IR IS el e ojo|o|e|{6fglo0 e| e olo|ejojejo|o e
L. 86}iS yiud jeinenpuy 2| o o
S peumO-Ajunod s0/pus Xil) (e e| oo/ ojojele|eloloje|/o|c e|lo|ole|o|lo|eje|cle|ojojo|le|s|/ec]ele/ clo|e/c|lole|e|/ole|le|e elole|glele|e|w
E €6} Yiod o~
je{ienpu) poumQ-eiels ele ° [ e olole ° 3N} e le
C Anenpuj s0) puw ooy " ol ul W - " o - 2 P 5 g @
il oplaold eofjunod 1o/pue sepy) | @ el el o el o ° ol o KK Py ° ) [ ol e ° a
v Asnenpuy Jo) puey o
R 0314 £0p|AOId o818
L Bulpiing eaeinoeds 8 o 2 2 g ©
S peaunu|d Ajuno) lo/pus K310 | o ° | e P o ® ol®/o|ejojo]le ] NEIKIK] ° ° ole|e ol e N
Bu|pjing eajjejnosds o . 2 »
L pesunuld oivis | e © e [ PRI oleo e [ ° ~le
A © m @ L) Bw
P - = £ o, £&= 89 £ g 8 g
A v 3 2 - 2 =83 S © € E6 0, c B o
o o 5 8o o .2 s o Q 6 8 = X S5 e (o BT
L 9 2E88 L o € VESoLocasf E2%Ess E_ 238839 =, 086 PF &
. Eql8aEQgPsasd. w © w o a acgssunsaHeMoCD 6 £y a S22 e ciEw,
oL S¥6§25c320¢8285q520 mlw,wmm.mmmmwwnw.wvw.m..momm.mdmmm.ahm.mwmmmnﬂ
N = L = e e 3= [ e 1 0 » == o € 0 3 3 g i e O ] o
8 s £ ®0 00 S o g o £ T 3 G O g a8 a8lE2VeYLd oo o o o o £ X & £ ] 28 08 %25
L m TId<0000E0TBEEORYxd=S5s555552222222260602888852szz82ha




INDUSTRIAL REVENUE BOND FINANCING

PROJECTS PERMITTED UNDER BOND FINANCING LAWS: USES FOR PROCEEDS OF BOND Fl 1G
i 2 5 N
. g 2.3
‘—3 = ..§_ _S- g E i: § s § o
s T. £5 g 2 255838 , 2 g <. 8 3

~e = = & 5% SE S |UpE EZ5zc. £ £,2,328 o 3

22 f B 2 22 55 g3 5g 5 |82gs8scis= ¢ fs 2E g § &2

55 8285 t S8 35 S 35 fo|S55S383555 £, £7 25 a: 5 =t

83 3£ 53 § 95 52 23 5% SE[S8332558:2 B2 535 528 £ 2 83

E@ £ 08 = &% 2@ =& 24 3|d= 28508 5 ud 3& O SF E oc
Alabama ° ° o ° ° ° o ) ° ° ° [ ° ° ° o
Alaska ° e ° o ° ° ° [ o ° ° o e
Arizona ] o ° ° ° [ ° -] o o ° ° [ o e [ o
Arkansas © [ ° ] ° e [ [ ° [ [ ) o ° [ [)
California o ° ° ° ° 0y |© o (] o ° [ ] o
Colorado ° ] e [ [ ) [ ° ° ° @4 ] ° ] ° ° L] -] ]
Connecticut o [ ° ° o, |eo ) ] ] -] L] L] [ [ L] [
Delaware ° ° ° ° ] © [ ° [ o o1 |0 [ ° [ o L) ) °
Florida o o; |o 6w 00 ° ° o e |0 o -] [ o © o o
Georgia ° [] ° o ° ° o [ L) ° ° ° o ] ] ° °® o )
Hawaiil ° ° ° ° ) ° [ ° [ ° ° ° ° ° ° °
Idaho ° o ° [ ° ° ° o ° ° ° ° ° ° °
lilinois ° @ o -3 ° ) [ ® 5 ° o -] o ° ° o
Indiana [) ) o ° ° ° -3 -3 ° ° o, ° [} © o ] ° °
fowa [ ° ey |0 @ |0 ° o ] ] ° [ [ o [ ) -]
Kansas [) ° o [ e ° ° ° o ° [ ° ) o ° ° ° ] e
Kentucky o ] Q15 (05 |0 |0 | O (] ° ] © ] o o o o o
fLouisiana [) ° ° ° ° ] ° ° ° ° ° [ [ ° ° e ©
Maine L] - 3% -] [ ° ] ° o o 0, |@; |03 |03 |07 |05 |03
Maryland ° ° ° ° Qs |01 04 | O ° ° ° ° ° ° ° e ° ° o
Massachusetts ° ° o, |0 0ez2|loxn|e ° ° [ ) ° ° o -] ° 3
Michigan ° o ° o o o o 0; | O ° [ o ° ] o ° ° ° o
Minnesota ° ° e o [ ° ° °o [ ° ] o o © ° [] [
Mississippi ° ° ° ° ° ° ° ° ° ] ) ] ) o
Missouri [ ° ° [ e ° ° ° o ° ° ° ° ° ° ] ° e
Montana ° ) ° ° ° ° o ° ° [ o ° o e ° ° o
Nebraska o ° 0|0z l@nj@lenlo ° ° ° o ] o o o o e
Nevada ° ° o ° ° ° ° [ ° o [ ° [ e °
New Hampshire L ° ° o ] ° [ o ° °© e ° [) ° L)
New Jersey ° ° ° [ ° ° ° ) ° [ ) ° ° [ © ° ° °®
New Mexico ° ° ] o e o o o L] ] ° [) ) ° -]
New York ° ° ] e ° ° o, |0 -1 ° e ° [} ) ° o [} ° ]
North Carolina ° ®s |95 ° ° ° ° ° o [) ° ° °
North Dakota ° ] ° ° ° [ ° ° ° e ° ° ] ° ) ° o ) 4]
Ohio ° o 0y |0 |65 |©s |© 0 ° ° ° ° ° ° ° ] ©
Oklahoma ° o s |o °© ° ° ° o ° o ° ° ° ° °
Oregon ° o ° ° ° © ° o e [ -] ° ] [ °© °
Pennsylvania ° ° e ° ° ° ° e ° [ ° ° o [ ° ] °
Rhode Island o e o ° ° ° e ° o ° [ ° © e ° ° ]
South Carolina ° ° ° ° ° ° o, |© ° [-] o ° o ° °
South Dakota © [ o ] ° ° ° ° ° ° ° ° ° o e e ° ° [
Tennessee ° ° ° -3 -] ° ) ° ° [ ) ° ° ] ) °
Texas ° [ ] o |0 ] -} ° ° [ ] ° ° ° ° [
Utah ° ° [ [} o o ° ° o ) ° ° e ] e ° °
Vermont ] e ° o e ) ° ° ° ® ° e o ] ° ) [}
Virginia ° ° ° ° e ® [ L) ° ° [ e ° ° ] ° °
Washington ° o ° [ ] [) ° [) o (] o ° [) °
West Virginia ° e ° [ o © ) ] o ° o ° e o e ) e
Wisconsin o ° o; |o ° Gy !0 o -} ° © ° -] e ° -3 ] °©
Wyoming o o |o [ o -] ° ] ] ° °
Puerto Rico ° e [ ° ° e ° [) o o ° ° o o ° ° °

*New federal regulations may restrict the use of indus-
trial bonds for commercial or recreational {acilities.
Source: Conway Publications’ survey of state develop-
ment agencies.

1—Applicable when existing facility is for en entirely new
type of operation.

2—in downtown urban revitalization districts only.
3—Applicable if part of total project.

4—Applicable to research facilities only.

5—Permitted only if related to manufacturing operations.
6—Applicable to any structure suitable for, intended for,
or incidentia! to use as a factory, mill, shop, processing
plant, essembly plant, fabricating plant, warehouse,
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research and development facility, engineering, archi-
tectural or design facility, or tourist and resort facility.
7~Applicable if structure is a national or regional head-
quartaers facility.

8—Applicable only if facility is occupied by company
obtaining bonds; not permitted by speculative buildings.
9--Rafinancing is limited to 10% of net bond proceeds.
10—If located in a blighted urban renewal or UDAG erea.
11—Permitted for medical {acilities only.

12—Limited to multistate, regional or national headquar-
ters buildings and operations centers.

13—Applies only in designated areas.

14——Limited to parks.

15—No mora than 25% of the proceeds of the bonds msy
be used for commercial or recreational facilities.
16—Siate has recently limited the use of IRBs for public
lodging and recreational facilities.

17—May be held true under a provision in the stalute
concerning bond refunding, but an existing firm could
not use bond proceeds strictly to renegotiate a lower
intergst rate on older buildings.

18—Ceriain restrictions may apply.

19—Limited to redevelopment of downtown business
districts.

20—Limited to nursing homes.




Footnotes for Charts on Pages 16, 17, and 18

1—Permitted only in specified municipalities.

2.—State aliows cities or counties to otfer financial aid
for existing ptant expansions. In Louisiana, state
financing aid is directly involved only in the case of those
port authorities whose obligations are backed by the full
{aith and credit of the state.

3—For public projects only (water, sewer treatment,
etc.).

4—Authorized but none is active.

5--State-sponsored but privately operated non-profit
Regional Job Development Corporations may be
established in low-income areas to provide loans to
small businesses.

6—Available through the Minority Business Develop-
ment Agency.

7—Limited to EDA-designated areas.

8—Loans also cover working capital, site improvements
and inventories.

g—Permitted for processing products of agriculture,
including forestry and timber production.

10—Applies only to poliution control equipment.
11—Exempt using Act 3 in some cities.

12—Alabama offers site grants of up to $150,000 to
industries needing grading of land and roads; grants
may also be applied toward drainage needs.
13—Guarantee applies to Act9industrial revenue bonds
up to $1 million,

14—State and local program of participation in building
construction.

15—Small business program.

16-For acquiring and developing sites.
97—Authorized if a one-mill, multi-purpose tax levy is
approved by iocal voters.

18—-State funds are availabie to local governments to
help industry in the 16 poorest counties.

19-—State grants to assist in industrial site preparation.
20—7-year ad valorem tax exemption on textile plants.’
21—Law allows reduction in taxes but not exemption.
Goods in transit, inventories and raw materials are
assessed at 5%.

22—Corporate income tax credits of 50% of contribu-
tions to eligible community development projects, 25%
ot wages of employees hired from designated areas and
an economic revitalization tax incentive credit to new or
expanding business located in designated areas.
23—Equipment and machinery acquired after the 1873
assessment date is exempt from loca!l property tax.
24—Delaware, Florida and New York do not collect an
excise tax.

25—Nevada, South Dakota, Texas, Washington and
Wyoming do not tax corporate or personal income.
Connecticut, Florida and New Hampshire co not tax
personal income.

26—Corporate income tax credit equat to 25% of wages
paid by business employing residents from designated
areas and a corporate income tax credit for investment
in new or expanded business in designated areas.
27—50% of federal tax paid is exempt from corporate
income tax on profits {rom sales outside lowa.
Corporate income tax is figured only on profits from
sales in lowa. lowa has adopted the Federal Accelerated
Cost Recovery System.

28—Personal property taxes are being phased out. First
$175.000 of assessed taxable value of personal property
is exempt. An additional exemption is added by the
county, and the amount varies by county.
29—Inventory, gocds in process and tinished goods are
taxed only the value of raw materials.

30—Applicable to Industrial Revenue Bond financed
property only. A 10-year exemption is allowed.

31—In Kentucky, the exemption is applicable atthe local
levet only. In Maryland, the exemption may be
applicable at the county or local level. In Tennessee, the
exemption is applicable to plants financed with
industrial revenue bonds. In Virginia localities have the
option of totally or partially exempting certified
pollution control, facilities and equipment, certified
solar energy egquipment and facilities and energy
conversion equipment of manufacturers from taxation.
In Florida, the exemption is a local option, and school
and special district taxes are exciluded from the
exemption.

32—Applicable under the tax equalization law,
Enterprise Zone Act and Flood, Fire and Famine Act.
33—Exemption applicable to capital improvements
only. .
34—Allowed except for sales/use tax when purchased
tor use as an ingredient in tangible personal property for
sale.

35—A 1% tax credit, based on wages paid, is allowed for
the first three years to new and expanding industry
engaged in the mechanical or chemical transformation
of materiais or substances into new products.
“Expanding” means to expand a present operation so as
to increase total permanent jobs by 30%.

36—10-year partial property tax abatement in desig-
nated areas of all cities and towns for renovation or new
construction of facilities.

37—-R&D equipment is classified as manufacturer's
machinery and equipment and, as such, is eligible for tax
exemptions.

38—Local option, in designated redevelopment areas.
39—For industrial access roads only.

40-—Exemption is allowed on separate, detachable
accessory tools and equipment which have a useful life
of less than 12 months.

41—State does not collect sales/use tax.

42—State has no inventory tax.

43--Applicabie to goods stored in bonded warehouses.
44—Applies to imported goods if they have notlosttheir
status as imports and to inventory which is imported or
scheduled for export and is located in a foreign trade
zone.

45—Limited to state designated enterprise zones.
456—A tax credit equal to 6% of qualified capital invested
in new production facilities may be applied against the
business corporate franchise tax or personal income tax
lizbility. The tax credit is restricted 1o investment in
buildings, equipment and facilities which have a useful
life of at least four years and are used in manufacturing,
processing. assembling, refining, mining. agricultural,
commercial, fishing, or specified retail activities.
Experimental research and development facilities may
elect this option in place of the write-off described in
footnote 47. A particular investment is not eligible for
both the investment credit and other state tax incentives,
except that eligible firms maintaining or increasing
employment in the state may deduct en additional credit
of one-haif of the original creditin each of the three years
succeeding the investment. This results in a potential
credit of 15% over four years. Corporate franchise
taxpayers must pay the minimum tax of $250 but may
carry unused credits forward until exhausted. New firms
may elect to receive &s a refund any unused part of the
earned tax credit.

47—Costs paid or incurred in a taxable year by
incorporated business for experimental R&D facilities,
for industrial waste treatment facilities and/or for air
pollution control facilities may be deducted from net
income for tax purposes. The credit described in
footnote 46 may be taken in lieu of this credit. inlieu of all
other credits, a firm may take a credit against the
corporate franchise/income tax of 10% of the cost of
tangible personal property purchased for R&D use.
48--Tangible and intangible personal property is not
subject to ad valorem taxes.

49—Manufacturing machinery is allowed a preferential
rate of 1%, with a maximum tax of $80 per article.
50—Stored leaf tobacco, vinous and other fruit products
are allowed an exemption of 40% of property tax rate;
peanuts, an 80% exemption; and baled cotton, a 50%
exemption. No property tax exemption is ailowed for
other raw materials. All raw materials used in manufac-
turing are exempt from sales and use tax.

51—In North Dakots, exemption extends only t0 new
construction. In Oregon, exemption is allowed while
facility is under construction only.

52--Tax credits allowed to manufacturers and proces-
sors for property taxes paid on goods in process.
53~—In city of Portland and in Ceos, Curry and Douglas
counties from EDA revolving loan fund.

s4—Exclusion from sales and use tax on industrial
purchases used directly in industrial production and
research.

55—Exclusion of tangible personal property from
taxation at focal level. State has no inventory tax.
§7—1n Tennessee, tax credits are allowed for products ot
state soil. In Florida, tax credit applies only to alcoholic
beverages produced from specified Florida-grown
agricultural products.

58—Seven-year annexation or de-annexation exemp-
tion.

59--Allowable depreciation is similar to that which is
permitted under fedoral laws.

60—Exempt from sales/use tax, but not from intangible
personal property tax.

61—Local governments may classify separately the
tangible personal property of research and development
firms from that of other taxpayers and tax it at different
rates. Sales and use tax exemptions are allowed for
research and development.

62—A credit is allowed for sales tax paid on energy.
63—Has been used in city of Baltimore.
64—Purchases of equipment and machinery are
exempted from the state sales tax.

65—Provided only in rare instances. In California, a few
cities and counties will lease {and they own at nominal
rates.

66—Limited to technical assistance.

67-—Facilities available on contract basis.

68—State vocational education program keyed to
federally funded program.

69—Carried out through local development corpora-
tions.

70~Available to industry on a contract and/or
consulting basis.

71—~City-owned land only, Cities may not purchaseland
for purpose of providing free land to industry.
72—Highway Commission will build first two miles of
road into new ski areas.

73—Marytand Industrial Development Financing
Authority will guarantee up to 80% of the mortgages tor
land and 70% for equipment for recreational projects.
74—Activity timited to certain units.

75—An.income tax credit is allowed for a period of 10
years against the income taxes generated by the
operation of a new business activity. The creditis based
on the number of new jobs created as weli as the capital
investment involved.

76—Raw materials for processing are exempt from sales
and use taxes. However, a personatl property inventory
tax is levied at the local leve! on raw materials a
manufacturer has on hand on Jan. 1. Finished goods are

exempt from taxation. i

77 —Credit allowed for federa! taxes pz

78—A coal tax fund is available to irectly
impacted by coal development.

79—Port districts only.

80—Funds are from Public Health for solid wastes
disposal projects.

81--State matches funds from U.S. Dept. of Housing and
Urban Development.

82—70% reduction on property tax on newly acquired
computers and manufacturing equipment/machinery.
83—Applicable to goods stored in licensed and bonded
warehouse, provided that 35% or more of the previous
year's sales or shipments from the storage area were
shipped in interstate commerce t0 a point outside the
state.

B4—Sales/use tax exemption.

85—Finished goods stored in public or private
warehouses destined for out-of-state shipment are
exempt.

86—Specially appropriated funds for economic develop-
ment road projects and other targeted projects.
87—Five-year local option tax exemption on new
industrial building construction and expansions.
88—Targeted jobs tax credit program.
89—Connecticut Urban Jobs Program, available in 18
“distressed" and 29 “high unemployment” communities.
90—$100 per job created by any business enterprise.
However, in high unemployment areas $225 per job can
be credited. The Rural Enterprise Zone Act allows a tax
credit of $2,500 per job.

91—State matching funds for private non-profit
organizations for recreational projects.

92--State pays interest on spec buildings until they have
been sold or leased.

93—A gross production tax on textile mills in lieu of
property tax.

94—1% of investment in industrial machinery against
corporate excise tax. Fully effective 7/1/84.
95~—FPennsylvania has adopted ACRS.
96—Pennsylvania provides loans for smail business
incubators on a limited basis.

97—Selectively, in Pittsburgh and Phitadelphia.

98—A $100 credit for each employee hired because of
new plant location or a plant expansion. Total yearly
credit may be up to 50 percent of corporate tax and may
be carried over three years.

99—State manages federal SBA 503 program.
100—State corporate tax code is "piggy-backed” to the
federal internal revenue code.

101-—Applicable to permanent or fixed property
financed with industrial revenue bonds.

102—No exemption, but limited income tax credit.
allowed where qualifying inventories are excessive.
103—By special statute in specitied communities.
104—Applies in urban enterprise zones.

105—A tax credit equal to 3% of qualified capital invested
in depreciable capital assets may be applied against the
business cororate excise tax during the year inwhichthe
tacilities are used and situated in Massachusetts.
Unused portions of the credit may be carried forward up
to 3 years.

106—Chapter 121A of the Massachusetts General Laws
allows municipalities to negotiate 15 to 40 year tax
agreements with businesses. The companies are taxed
primarily on an income basis rather than assessed
valuation. The minimum tax due under such an
agreement is 5% of gross income plus $10 per $1.000 of
assessed valuation annually. A contract must be
approved by the mayor or city manager in a city or the
board of selectmen in a town, by the local planning
board, and the state department of community affairs.
107—Machinery, equipment, and inventory are exempt
from local property tax. Inventory, machinery, and
equipment are subject to a levy at the state level of $2.60
per $1,000 valued at feceral adjusted basis.
108—Machinery, equipment, repiacement parts, mater-
ials, tools. and fuel used directly and exclusively in an
industrial plant, in furnishing power to an industriai plant
or a corporation primarily engaged in research and
development, and in agricultural production and
commercial fishing are exempt from sales and use taxes.
109—Corporations ctaiming TJTC tax credits on federal
tax returns may treat these claims as deductible
expenses on the state corporate excise tax. in addition,
in the state’s apportionment formula, the method by
which Massachusetts calculates the allocated net
income for multi-state corparations, a ceiling has been
placed on the amount allocated to the payroll factor so
that the entire payroll is not counted for taxation
purposes. This ceiling. set at the 1972 payroli level, plus
5% of actual payroli, whichever is greater, also eases the
financial burden of new corporations, whose allocated
payrof! starts with 75% of actual payroll.

110—In general, Massachusetts follows federal tax
provisions in allowing corporations to expense research
and development expenditures. There is also a five year
tax exemption on gross income derived from the
deveiopment in the state of patents useful for energy
conservation or from activities related to such develop-
ment. Corporations making donations of scientific
equipment to institutions of higher education in the state
are allowed an additional deduction of 25% of the federal
charitable deduction for gifts of qualified scientific
property, on the Massachusetts corporate excise tax.
Manufacturers are exempt for sales or use tax for gifts of
scientific equipment to educational institutions.
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'STATE INCENTIVES FOR POLLUTION CONTROL

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii

ldaho

illinois
Indiana

fowa
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Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma

Oregon
Pennsylvania
Rhode [stand
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia

Washington
West Virginia
Wisconsin
Wyoming
Puerto Rico
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1—Industrial revenue bond issues.

2—State grants for municipalities only.

3—Act 9 Industrial Revenue Bonds. The Act authorizes
municipalities and counties to issue special obligation
revenue bonds to be used for securing and developing
industry. The bonds may mature at any time up to 30
years and may not carry an interest rate in excess of §%.
4—No state real estate tax is levied

5-—No personal property tax is levied.

6—May be included in industrial revenue bond issues or
state guaranteed bond issues in certain cases.
7—Pollution controt devices are assessed at a salvage
commercial value. Devices may be exempt on local
option basis.

8—Local government unit.

g—Hawaii Capital Loan Program can assist up to a
maximum of $50.000.

10-—Municipal revenue bonds and Kentucky industrial
Development Finance Authority ioans.

11—Maine Industrial Building Authority loan gquaran-
tees.

12—State does not levy franchise tax.

13—Iindustrial Development revenue bonds. Also
Maryland Industrial Development Finance Authority
toan guarantee if poliution control equipment is partofa
total project.

14—Only atfects public utilities.

15—Exempt from ad valorem tax when financed with
poliution control bonds.

16—Absolute $75,000 with no refund

17—Poliution control equipment is treated the same as
other capital assets all of which are eligible for
accelerated depreciation.

18--When equipment is sold to a manufacturer, rate is
1% in lieu of 5%.

19—State does not levy sales tax.

20—Purchaser of water poliution equipment may apply
for sales tax refund.

21—New equipment is allowed a preferential rate of 1%,
with @ maximum tax of $80 per article.

22—Buildings exempt from local real property tax.
23—Pollution control equipment and utilities which are
an integral part of the production system are exempt
from the state portion of the sales tax and from any local
sales tax except that of New York City. Real estate is not
subject to the sales/use tax.

24—Credit based on new investment in depreciable
property (buildings and or equipment.) No timit, but
credit may not cancel the $250 minimum corporate
income tax payable.

25—0ne-year write-off as an alternative to the new
investment credit described in footnote 24.

26—Credit is equal to 1% of gross expenditures for
wages and salaries during each of the first 3 years of
operation. Credit is applicable to any new facility, not
just pollution control equipment.

27—industrial revenue bonds. Bank of North Dakota
participation and statewide development credit corpora-
tion.

28—No depreciation atlowed in year credit is taken.
29-—Industrial revenue mortgages and bonds.
30—Exempt from ad valorem tax when financed with
industrial revenue bonds.

31—Industrial revenue bonds and insured mortgage
financing.

32—Applies to air, water and noise poliution control
equipment.

33—May qualify for a reduced tax rate of 1.5%.
34—State loan guarantees and revenue bonds.
35—Local option on certitied equipment and facilities.
36—Must be certified.

37—Applicable to facilities financed with industrial
revenue bonds. A 10-year exemption is aliowed.
38-$50 per $100.000 of investment up to a maximum of
50% of state income tax liability.

39—Real property exempt from local property taxes.
40—Potlution contro! facilities are excluded from the
property tax factor in aliocation of capital for franchise
tax angd allocation of income for income tax.
41—Available at local level.

42—Improvements to land and facilities operated in
conjunction with manufacturing establishments can be
exempted for 10 years.

43—Excess above depreciation.




Taxes/Incentives

€~

‘/c/ ) /;;?

3 ) z
& /,nﬁf/,_,j g C//\///;:4/ C ooty 5~

KANSAS

/7fo/ ‘,/ @ )

'/

The legislative and executive branches of
the Kansas state government are committed
to providing an equitable tax environment
for business. Kansas’ corporate income tax
rate was last changed in 1970.

Job Expansion and Investment Act

The establishment of new business facilities
is an important factor in the growth of the
Kansas economy. As a result, the State of
Kansas grants an income tax credit to
encourage new business facilities.

The Job Expansion and Investment Credit
Act, as set forth in K.S.A. 79-32,153,
allows for a qualifying business to receive
the tax credit for a period up to ten years.
The act authorizes the credit to individuals,
corporations, and fiduciaries meeting the
provisions of the statute.

In order to qualify for the credit, a new
business must meet certain conditions:

e First, the new business must be a
taxpayer in the state.

e Second, the new business must be a
revenue producing enterprise. A revenue
producing enterprise is one involving
assembly, fabrication, manufacture, or
processing of any agricultural, mineral, or
manufactured product; storage,
warehousing, distribution, or sale of any
products of agriculture, mining, or
manufacturing; feeding of livestock in a
feedlot; operation of laboratories of
research, development, or testing;
performance of services of any type; or
the administrative management of any of
the above activities.

e Third, the new business must establish a
new business facility. This includes any
factory, mill, plant, refinery, warehouse,
feedlot, or other building, and all
accompanying land, machinery,
equipment, and other real and tangible
personal property.

e Fourth, the new facility must employ at
least two new employees.

Once these conditions are met, the new
business is allowed an income tax credit of
$100 per each new employee, plus $100 for
each $100,000 of new capital investment.
This tax credit cannot exceed more than
50% of the total income tax liability for the
year the credit is taken. The credit is
recomputed each year during the 10-year
period to reflect any changes in the amount
of jobs or capital investment.

The Job Expansion and Investment Credit
Act is not only applicable to new business,
but also to certain facility expansions.
Facility expansions are eligible for the credit
if the amount invested in the expansion
exceeds $1,000,000, or if less, exceeds 100%
of the investment in the original facility. In
addition, the expansion must fall within the
definition of a new business facility.

Coupled with the aforementioned standard

provisions, other provisions allow for

individual flexibility:

e First, a business may elect to delay the
start of the 10-year period for up to three
years.

e Second, a business may transfer or retain
the credit if the facility is acquired by, or
leased to, another entity.

Corporate Income Tax

For corporations whose facilities are solely
within the state boundaries, the following
computation is used: The tax is computed at
a rate of 41.% of net income. Net

income in excess of $25,000 is subject

to a 21/+% surtax.

For those corporations having facilities both
inside and outside the state, the net income
attributed to the Kansas operations is a
proportion based upon the percentage of the
corporation’s business that is located in

ac/l € #C




Kansas. This is based on a “three-factor
formula” of the proportion of sales,

property, and dollar payroll attributed to the
Kansas facility.

The following example demonstrates how
the state corporate income tax interfaces
with the Job Expansion and Investment
Credit Act. This example is based on 100
employees, $1,000,000 capital investment,
and $200,000 Kansas taxable net income:

1. Kansas taxable netincome ............. $200,000.00
2. Kansas corporate income tax ........... $ 12,937.50
(a) 4% % $25,000 ........ $ 1,125.00
(b) 2%% X excess of
$25,000, i€y «enuneennn. $11,812.50
3. Credit coveriiiiiiii ittt $ 6,468.75
(a) $100/employee .......... $10,000.00
(b) $100/$100,000 capital
investment .........c.... $ 1,000.00
(¢) TOTAL credit .......... $11,000.00

NOTE: Total credit cannot exceed
50% of corporate income tax.
4. Total income tax liability—line 2 minus 3 $6,468.75

Since the tax credit can be taken for up to
10-years, the total amount saved can be
quite substantial. If the aforementioned
example were to remain constant for the 10-
year period, a total savings of $64,687.50
would be realized.

Enterprise Zone Act

The Enterprise Zone Act, as set forth by
K.S.A. allows for the establishment of
enterprise zone areas in eligible

communities. Special incentives are provided
to both new businesses locating in
designated zone areas and existing companies
expanding in such areas.

Zone area companies receive expanded
credits under the Job Expansion and
Investment Credit Act:

® $350 for each new business facility
employee.

® 3350 for each $100,000 of new
investment within the enterprise zone.

o $500 for each new business facility

employee that qualifies the employer for
the Federal Targeted Jobs Tax Credit.

Increased job credits apply only for
employees who are residents of Kansas. Tax

credits may not exceed 50% of the
company’s state income tax liability.

In addition, all sales tax paid on the
purchase and installation of machinery and
equipment in a zone area facility shall be
refunded. A sales tax refund is also provided
for materials and services used in
constructing, reconstructing, or enlarging
such a facility.

Unemployment Insurance

Employer contribution rates in Kansas range
from 0.06% to 4.8% on the first $8,000 in
wages paid annually to an employee. Subject
to eligibility, there is a one week waiting
period prior to a person receiving any
unemployment benefits. The maximum
benefit is $190 per week.

There are special provisions involving an
employee that is discharged by the employer.
Depending on the specific circumstances, an
employee will either be disqualified from
receiving benefits for an additional ten
weeks after the one week waiting period, or
an employee will be totally denied benefits.

New legislation in 1985 established total
disqualification for unemployment benefits to
an employee who voluntarily quits without
good cause attributable to the work or the
employer. The disqualification would
continue for the duration of the
unemployment. Requalification for
unemployment benefits will occur when the
worker is re-employed and has earned at
least three times the worker’s weekly benefit
amount.

The contribution rate assigned to each
employer is based on the experience rate of
the employer. If an employer already has a
facility in Kansas and has established an
experience rating, the employer can elect
the same tax for a new facility.

Under Kansas law, a unique approach has
been devised for assigning tax rates to new
employers by industry division. This allows
the entering establishment to benefit by the
experience of existing Kansas employers in
the same industry division, and normally
permits a more favorable tax rate than the
standard entry rate. The industry rate is
applicable to new employers until there have
been 24 consecutive months immediately



or shipments from the storage area were
shipped in interstate commerce to a point
outside the State of Kansas.

The business must furnish the county
assessor a report of the monthly average
inventory for the preceding calendar year
and a report of the value of shipments for
final destination outside the state for each
month of the previous calendar year.

The business is entitled to an exemption
based on a ratio of the value of shipments
that were made in interstate commerce to
the value of total shipments. This ratio is
then multiplied by the average monthly
inventory to obtain the entitled exemption.

Tax Exemptions for Industrial
Revenue Bonds

Businesses utilizing industrial revenue bonds
(IRB’s) as a financing mechanism can realize
certain tax exemptions:

@ Property financed with IRB’s can be
exempt from ad valorem taxation for a
period of 10-years after the bonds are
issued. Since this is a local decision,
some municipalities require varying
percentages of normal taxes to be paid
during the 10-years in the form of
“payments in lieu of taxes.”

e The cost of building materials and items
of equipment permanently installed are
exempt from state and local sales taxes.

Sales and Use Tax

The Kansas sales and use tax is 3% of the
sale price of tangible personal property and
taxable services sold at retail to the final
user or consumer.

Both counties and cities have the option of
adding a local sales tax. Cities and counties
can each levy either a..5% or 1% sales tax.

Sales tax paid on the purchase of
manufacturing machinery and equipment for
use in a plant facility is refundable if at least
$50,000 has been expended for such
purchase, and at least two new full-time
production employees were added for each
$50,000 of expenditure.

Sales taxes paid on the purchase of
machinery, equipment and certain other

tangible property may be refunded 2
applicant business qualifies for job and
investment tax credits and is located within
a state designated Enterprise Zone.

In addition, there are several sales tax
exemptions which are beneficial to business:

o Tangible personal property purchased by :
railroad or public utility for consumption
or movement directly and immediately in
interstate commerce.

@ Tangible personal property which
becomes an ingredient or component part
of tangible personal property or services
produced, manufactured, or compounded
for ultimate sale at retail either inside or
outside of Kansas.

o Tangible personal property (including
power and fuel) which is immediately
consumed or dissipated in the actual
production, manufacture, processing,
mining, drilling, refining, or
compounding of tangible personal
property for ultimate sale at retail either
inside or outside Kansas.

® Purchases of animals, fowl, and fish, the
primary purpose of which is used in
agriculture, the production of food for
human consumption, the production of
animal, dairy, poultry or fish products,
fiber or fur, or the production of offspring
for use of any such purpose.

o Labor charges in connection with the
original construction of a building or
facility.

o Tangible personal property purchased by :
city from the proceeds of industrial
revenue bonds. The cost of the building
and all items of fixed equipment are
entitled to exemption from Kansas sales
tax at time of initial purchase. This
exemption does not extend to items of
machinery and equipment which can be
moved.

Franchise Tax

Corporations in Kansas are assessed an
annual franchise tax at the rate of $1 per
$1,000 of the corporation’s shareholder’s
equity attributable to Kansas. Shareholder’s
equity equals the sum of (1) paid in capital
stock less treasury stock; (2) capital paid in,



in excess of par; and (3) retained earnings.
No tax shall be less than $20 nor more than
$2,500.

To compute that portion of the shareholder’s
equity attributable to Kansas, a “three-factor
formula” is used. This formula calculates the
proportion of sales, property, and dollar
payroll attributable to the Kansas facility.

Application
and Recording Fees

At the time of filing its articles of
incorporation, each domestic corporation—
any corporation organized under Kansas
law—shall pay to the Secretary of State an
application and recording fee of $75.

A corporation classified as foreign—any
corporation organized under the laws of
another state—shall pay to the Secretary of
State a filing fee of $95 to obtain a
certificate of authority to do business

in Kansas.

Foreign Trade Zones

Foreign trade zones in Kansas provide a
duty-free and quota-free entry of foreign
goods into specific areas under customs’
supervision for an unlimited period of time.
One such zone has been designated in
Kansas City, Kansas, where over 400,000 sq.
ft. of space is available for storage

and/or processing.

Goods brought into a zone or sub-zone may
be stored, manipulated, or mixed with
domestic or foreign materials used in
manufacturing processes or exhibited for
sale. Anything shipped out of a zone into
the United States customs’ territory is then
subject to duties. Goods reshipped to
foreign nations are never subject to U.S.
Customs’ duties.

Individual Income Tax

The annual tax rate is graduated depending
on the level of earnings. This results in a
tax rate ranging from 2% to 9% on an
individual’s net income. Federal income tax,
personal exemptions, itemized deductions, or
the standard deduction can be deducted to
arrive at net taxable income.

Tangible Property Tax

All local taxing districts, comprising city,
county, and school, set their own levy
which reflects the ratio of needed funds to
maintain public services in the districts to
the total valuation of all taxable property in
the districts.

Kansas law requires that personal property be
assessed annually at 30% of fair market
value. The assessment of property is done at
the county level with state assistance and
close supervision.

Real property is also required to be assessed
at 30% of fair market value. However, in
actuality, the ratio of assessment value to
sales price of real property in Kansas falls
below the statutory 30% in many cases.

The reason the assessment/sales ratio is less
than 30% is linked to when property was
last reappraised. In Kansas, the most recent
reappraisals were done between 1963 and
1971. As a result, the present
assessment/sales ratio is below the statutory
30%. In 1984, the overall state average was
6.95%. A further breakdown shows rural
property with a 5.81% ratio and urban
property with a 7.97% ratio.

Intangible Property Tax

The tax is 3% of the income derived from
intangible property. However, counties,
cities, and townships have the options of
reducing or eliminating the tax.

Intangible property is defined as monies and
credits including, gold and silver coin;
United States Treasury notes; certificates
evidencing shares of stock otherwise taxable
to the owner or holder; notes, bonds, and
debentures; claims secured by deed;
liquidated claims and demands for money,
accounts receivable, and all written
instruments; contracts or other writings
evidencing, calling for, fixing, or showing a
fixed obligation in favor of the owner.

“One-Stop” Clearinghouse

The “one-stop” clearinghouse, as set forth
by K.S.A. 74-5037, centralizes all
information needed to establish or operate a
business in Kansas within the Kansas
Department of Economic Development.




preceding the rate computation date of June
30th, throughout which benefits could have
been charged against such employer’s
account. Once eligibility has been
established for an experience rating, the

Premiums for workers’ compensatic
insurance in Kansas are determined by
applying the rate for a specific

occupation, per $100 payroll, to the annual
wage per employee.

1985 Industry Rate for i ; . .
New Employers f;;gloggrisv:osld tc})lelrcll (rzl:aélfyffor a(r)l 5 6dg/ustted Businesses can obtain workers’ compensation
. ate wou nge from 0.06% to . . .
insurance from private insurance
1 9 0 i i . . .

oo IR 4% contingent g e s ot of  Conpaic o, g s, b
Agriculture g e b becoming self-insured.

: I
Contract . State Unemployment Trust Fund Accounts The current maximum weekly benefit is 75%

of the state average weekly wage for a

Government Trust Balance Loan Balance  specific occupation. This benefit cannot
per Covered As of 12/84 d $ 2 3 9 k
sriing Worker—12/84 ($000) excee per week.
Kansas «ses sssnis sesws ssivoes sewes o $245.79 $ 0.0 F L
All Other California 260.29 0.0 reeport Law
Rate 0 1 2 3 4 5 JIHNOIS +eovveenrrennnananeannnenns (366.81)  1,707232.4  The Kansas Freeport Law, as set forth in
MiSSOU <2 veveeneennnaneacccancnns 45.90 0.0 K.S.A. 79,20112:’ is designed to provide
I ) Rl R —— 171.59 0.0

property tax relief to interstate businesses.
Under the provisions of the law,

certain personal property is exempt from
ad valorem taxation:

NOTE: The State Unemployment Trust Fund is the account from which weekly
unemployment benefits are paid. The loan bal reflects the that has
been borrowed from the Federal Government.

NOTE: 1984 percentage rates are
based upon the first $8,000 of annual
wages. 1983 rates are based on the
first $7,000 of annual wages.
SOURCE: Kansas Department of
Human Resources, Division of
Employment.

SOURCE: Unemployment Insurance Service, U.S. Dept. of Labor

@ Personal property which is moving

’ 3 < .
Workers’ Compensation through Kansas in interstate commerce.

@ Personal property which has been shippec
into Kansas and stored in a licensed and
bonded warehouse if the final destination

Workers’ Compensation Rates for Selected States
Rates as of July 15, 1985

Unemployment Insurance 5/1/85 3/1/85 1/1/84 10/1/84 7/1/84

Rates for Selected States Code Classification KS CA IL MO NY of the property is unknown at the time o
3808  Auto manufacturing or storage in Kansas, or the interstate
25SEMblY ..o vevveivanmanannae 3.32  7.87 451 243 3.61
n
3647 Battery manufacturing.......... 3.57 11.61 7.27 493 6.26 movement of the property has bee
43 Boxmacolsctading— interrupted for not more than five years.
folding papet s vsvevevemsmne 2.76 6.25 4.06 3.17 3.21 ’ «
3066 Door, door frame ot sash e Goods, wares, and merchgn;hse which ar
MANUFACEULNG « e eveeeeenee 425 196 521 3.13 467 manufactured, assembled, joined,
7y Hecrsial sppasauss rocessed, packaged or labeled within
Manufacturing ............... 226 337 290 1.83 2.67 pK d’ P thg o of tine in
2014 Feed manufacturing ............ 470 1042 6.06 4.00 7.87 ansas during the period of time 1
2883 Furniture manufacturing— which they are stored in a licensed and
WOO +vveeeeeeiaeeeanens 2.72 10.63 3.65 397 3.9 bonded warehouse. Records must be kept
3681 Instrument mfg.— I . . f .. dat £ it
professional/scientific ... ...... 91 239 2.14 .89 1.87 showing point Q origin, da § of recelpt,
3632 Machine «....vvvvvvveeeeeeeee. 287 545 417 269 352 type and quantity, date of withdrawal,
3400 Metal goods and ultimate destination.
Rate 012345678 MANUFACTUTING « v v eveverennns 498 860 6.03 432 7.42
Minimum Rate 4150 Optical goods A bonded and licensed warehouse is a
Maximum Rate x‘nanufacturmg ............... .85 199 1.02 .69 1.18 warehouse that is licensed by the Kansas
Bopee it 4558 PRIDt .eunneeeeeinieneeeeannns 322 7.54 333 3.48 351 h 2 ks
ntry Rate 4279 Paper goods Secretary of State. A warehouse of this type
NOTE: Pésceiiige soiks e based o thanufacnfritlxg ............... 239 809 488 2.65 3.50 is one that dls fengﬁged 12 ]ghe business 1c:f
Tenites I 00D of Sial, wages armaceutica storing goods for hire. usiness, such as a
in Oklahoma; $7,500 in Arkansas; Preparation .........eeeeeeens 1.65 434 231 126 2.37 toring 8 . X ’
$8,000 in Kansas and Colorado; and 3028 Pipe or tube manufacturing firm, can become a bonded
$9,800 in New Mexico. . . . d .
SOURCE: Kansas D P manufacturing—iron and licensed warehouse and store its
: Kansas epartment (o)
E ic Devel Tolenh (1] 1= R 3.38 17.19 631 5.72 5.26 own gOOdS
Survey; Kansas Department of 4299 Printing......ceveeerniiinnnnns 191 4.57 221 121 1.86
ﬁ“maanyeS"““fSr Division of 8292 Warehousing .......evvveeeenes 430 10.05 5.50 3.44 4.22 In order to quahfy for a Freeport Law
FRCES 3257 Wire goods . . o)
MANUFACKULING « oo vvveeserene 312 598 372 322 3.67 exemption, a business must show by verified

statement that the final destination of at
least 30 percent of the previous year’s sales

SOURCE: National Council on Compensation Insurance; California Workers’
Compensation Insurance Rating Bureau




The clearinghouse serves as a liaison
between businesses and state agencies. The
main purpose of the office is to help
expedite the establishment or expansion of
any business.

The clearinghouse provides all necessary
applications and forms required by agencies

which license, regulate or tax business.
addition, questions can be answered
regarding the procedures relating to starting
or expanding a business in the state.

Taxes Affecting Specific Industries

Privilege Tax—

Financial Institutions

Statute: K.S.A., Ch. 79, Art. 8

Basis and Rate: Banks—4%%, and 2%% in
excess of $25,000;

Savings and Loans—4%2%, and 2%4% in excess
of $25,000.

Both based on net incomes attributable to
Kansas operations.

Privilege Tax—

Domestic Insurance Companies

Statute: K.S.A., Ch. 4, Art. 8

Basis and Rate: 5% of net income attributable to
Kansas operations, less interest exempt in

K.S.A. 40-2803, 40-2804, and 60-2309.

2

Insurance Premiums Tax—

Domestic Corporations

Statute: K.S.A., Ch. 40, Art. 2

Basis and Rate: 1% of gross premiums from
business done in Kansas, less U.S. Internal
Revenue Code exemptions.

Insurance Premiums Tax—

Foreign Corporations

Statute: K.S.A., Ch. 40, Art. 2

Basis and Rate: 2% of gross premiums from
business done in Kansas less U.S. Internal
Revenue Code exemptions.

3

Express Companies Tax

Statute: K.S.A., Ch. 79, Art. 8

Basis and Rate: 4% of gross receipts from
business done in Kansas.

Motor Fuel Tax

Statute: K.S.A., Ch. 79, Art. 34

Basis and Rate: Gallons of fuel received,
delivered, or used, minus losses in handling—

11¢ per gallon on gasoline; 13¢ per gallon on
diesel; and 7¢ per gallon on gasohol.
Motor Vehicle

Registration Tax

Statute: K.S.A., Ch. 8, Art. 1

Basis and Rate: Gross weight of vehicle. Trucks
and truck tractors: $27.50 for 12,000 lbs. or less,
or $1,475 for up to 85,000 Ibs.

Trailers and semi trailers—

$10.00 for 8,000 1bs. or less, to $25.00 for over
12,000 Ibs.

Motor Carriers Property Tax

Statute: K.S.A., Ch. 79, Art. 6a

Basis and Rate: The average rate of property tax
levies for all purposes in the taxing districts of
the state for the preceding year; applied to the
assessed valuation of over-the-road motor
vehicles.

For full details contact:
Roger Christianson, Director
Industrial Development

KANSAS DEPARTMENT OF
ECONOMIC DEVELOPMENT

Capitol Tower Office Building

400 West 8th Street, Ste. 500
Topeka, Kansas 66603-3957, U.S.A.
Telephone: 913/296-3483

Telex: 437231 KS KDED TPK
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the newly ‘elected center-left

goveri. _.-of Peru, said it was “quite a

‘surprise” that news of the meeting had
.Jeaked out. He said he was only a *‘guest”
at the:meeting and added, “You'll have to -

talk with the:Mexicans,” After saying he

would ‘call one of the organizers.to the.

phone, he left the receiver off the hook and’
promptly exited the premises, the hotel
telephone operator said. :

- Mexican finance minister Jesus Silva

1 -Herzog didn’t return telephone calls. But
_an aide of Angel Gurria, Mexico's chief
"debt negotiator, said Mr. Gurria has been
_in Qaxtepec most of last week meeting

_with “several people from Latin Amer-
ica.” One source familiar with the meeting
said representatives from Brazil, Venezu-

_ela, Colombia, Peru, Panama, Ecuador

‘and the Dominican Republic were among

-those who attended. Notably absent was

Argentina, which in the past has repeat-

| edly threatened to take some unilateral ac-
‘1 tion against its.creditors. = - °

It's unclear why Argentina stayed
away. But several sources noted that Bue-
nos Aires is trying to implement a dra-
matic overhaul of its economy, and its fi-
nancial officials are reluctant to leave the
country. Moreover, Argentina might not

- want to be associated with a meeting that

might displease its creditor banks just as it

| is trying to get bankers to agree to $4.2 bil-

lion in emergency bank loans.

Last week Mexico cut its oil prices in an
effort to boost sales,.which account for
about 7% of its:export earnings. June ex-
ports were only about half of Mexico's tar-
get of 1.5 billion barrels daily. Moreover,

_-revenue from non-oil exports has declined
from a year earlier; the government

-hasn’t been able to stem capital flight, and
infiation ls.exngﬂmg‘.govemment projec-

The detériorating ' economy has tar-

‘nished Mexiéo's image as the star per-

former of the current debt strategy imple-

‘mented by the  International Monetary
Fund and the Fed to contain the interna-
tional debt crisis. That strategy calls for
‘the debtor countries to submit to economic
austerity in return for IMF credits and for
banks to postpone principal payments and
grant new loams. -

lowa just killed two business taxes
dead. No more sales and use tax on
industrial machinery, equipment and
 computers. No more assessing corpo-
rate inventories of saleable goods as
personal property. That's good news
if your business is looking to expand
manufacturing or administrative facil-
ities. Good news, t6o, if you're seeking
~ mid-continent warehousing and -
distribution sites.
And that’s not all the good news.
Beginning next year, new businesses
will get a tax credit of up to $738 for

% 3400 Wilshire Boul Los
Call toli free 21-01

in Calif, B00-252-0385.0f your Travel Agent

* " .
t 2

every new job created in lowa. We're

also offering an interest and principal

buy-down program for business loans.

And a job training program that reim-
_ burses you for half your worker's

about one of them.

salaries for up to one full year of

" training. You can see that lowa is

serious about making our climate
right for business.
For all the facts, call Governor Terry

* Branstad at 515-281-3000. Hecan  *

show you how Iowa will help you grow
profits better. And that's for certain.

®

WE GROW PROFITS. BETTER:

Shearson Lehman Brothers
 Weekly Newsletter

s of Financial News and Suggested Courses of Action
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STATE OF KANSAS ® HOUSE OF REPRESENTATIVES

JAMES D. BRADEN

MAJORITY LEADER
Room 381-W, Capitol Building
Topeka, Kansas 66612-1591

memorandum

There are lots of good reasons to do business
in Louisiana. And we can show you exactly
what they are with the push of a button.

We're ready to demonstrate the benefits of our 10-year property tax
exemption, our Enterprise Zones, free pre-employment training program,
venture capital tax credits, tax equalization incentives, low-interest finance
packaging, small business assistance centers and university technology
transfer system.

Today, call Dave Bowman at (504) 342-5369. Or write him at the
Louisiana Office of Commerce and Industry, Dept. ER-2-6, P.O. Box
94185, Baton Rouge, LA 70804-9185.

Out of the South
comes a new center of technology,
research and business achievement.
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February 20, 1986 i

Representative James D. Braden ‘
Sixty-Fourth Dist. House Majority Leader i
Room 381-West ‘
State Capitol

Topeka, KS 66612

Dear Jim:

Please find enclosed 12 copies of A Development |
Strategy for Mid-America Kansas prepared by Battelle ‘
Institute, Columbus, Ohio.

The Mid-America, Inc. Board of Trustees repre- |
senting ten Southeast Kansas counties has approved ‘
an aggressive 3-year target marketing program as a |
result of Battelle's research. |

As stated earlier, I would be glad to come and
address your joint legislative commission on our
regional efforts for industrial development.

Don Munsell
Exec. Vice President

DM/Jjn ‘
Encl:

/ i 4"('&.0‘[ VV\@W T D A non—profitvDeveIopmentCorporation serving Southeast Kansas
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REPORT IIT:
A DEVELOPMENT STRATEGY FOR MID-AMERICA KANSAS

Prepared For

MID-AMERICA, INC.

CHAPTER I: INTRODUCTION

The purpose of this report is to describe an action-oriented
strategy to be implemented by Mid-America, Inc. designed to facilitate the
attraction, retention, and creation of jobs in the region. The strategy
addresses goals and objectives, organizational issues and considerations,
an attraction strategy, a retention/expansion strategy, new business crea-
tion strategy, and other actions to be taken to improve the competitiveness
of the Mid-America region. The strength of any economic development pro-
gram rests primarily upon the soundness of its development plan and the
commitment to carry out the required steps associated with that plan. This
proposed strategy for Mid-America presents a sound approach--one based upon
the analysis of regional resources and development potentials, as well as
barriers which must be recognized and addressed if local growth potential
is to be realized. The strategy provides realistic and specific activities
to be undertaken by both Mid-America, Inc. and other development organiza-
tions within the Mid-America region as a focused and coordinated "team"
effort.

Background

Battelle's research program, "The Preparation of a Forward
Looking Economic Development Strategy for Southeast Kansas" is near
completion. Two major reports have been submitted to Mid-America, Inc:
the Strengths and Weaknesses Report and the Target Industries Report.

The first report provides an objective assessment of the
strengths and weaknesses of the Mid-America area. It also includes a
comparative evaluation of how the Mid-America area compares with locations
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across the country. The results of this report indicated that in many
respects, the Mid-America area possesses a number of comparative advantages
for the attraction and expansion of economic activities. The strengths and

weaknesses associated with the Mid-America area are summarized below.

e Strengths: Overall the Mid-America area is characterized by a
wide range of positive factors. These include:

Strategic location for easy access to the markets and
resources of the rapidly growing West South Central region
as well as the West North Central region.

A Tlarge and productive work force characterized by very good
labor/management relationship, low turnover rate and an
excellent work ethic.

Dependable and affordable energy and generally good
municipal services.

Good vocational/technical schools as well as a highly
regarded state university.

Relatively low cost of living.

Very good transportation linkages with major highway and
rail systems.

A quality of life characterized by an easy, family-oriented
lifestyle, good schools, many community and recreational
activities, and other favorable attributes.

¢ Weaknesses: Some of the weaknesses that have been identified
incTude:

A lack of suitable structures for industrial location in
some areas.

A rural highway system.

A need for an "area-wide" awareness of the advantages of
growth, though a gradual change is occurring within the
region.,

Outmigration of young people, especially the university
educated.

Lack of forward-looking technical and engineering
educational programs, although the infrastructure is in
place through the university, area community colleges, and
technical school.
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In conclusion, the situation in Mid-America is generally
positive. The area demonstrates a number of strengths, especially in
regard to its location, labor force, and quality of life. The weaknesses
are those frequently associated with the transition from a predominantly
agricultural economy to one that is more industry and service oriented.

One critical point that is evident from this assessment is that
leaders in the Mid-America area must assert control over their future, and
implement the type of development program that will facilitate the
promotion of the Mid-America area as a desirable location for expansion and
growth.

The second report identified target industries most appropriate
for the Mid-America area. An analysis was carried out that screened over
400 industries and services in terms of feasibility, growth, and market and
supply linkages resulting in a recommended 1ist of target activities (Table
1). In terms of general industry categories, the most important are
printing and publishing, fabricated metal products, machinery, and
electrical equipment and supplies.

The Mid-America area will benefit significantly from an
aggressive, carefully focused area-wide development thrust, designed to
strengthen the local economy through retention and expansion of existing
firms and attraction of new employers.

The Importance of the Strategy

The design and implementation of a pragmatic and forward looking
economic development program for the Mid-America, Kansas region is an
important undertaking for a number of reasons. These include:

e Competition. It should be recognized that many of the cities
which may compete with the Mid-America area for new firms and
expansion of activities have begun to implement far reaching
programs. Cities such as Charlotte, Atlanta, Jacksonville,
Houston, Dallas, New Orleans, and Tulsa have initiated
aggressive development efforts.

For the past decade the dominant trend across the United
States has been the rapid expansion of manufacturing
industries and services in the "Sun Belt". Initially the
movement toward the south was by industries looking for cheap
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TABLE 1. RECOMMENDED THRUSTS

SIC Industry

Very Strong - II1

252 Office Furniture
271 Newspapers
275 Commercial Printing
307 Miscellaneous Plastic Products
344 Fabricated Structural Metal Products
3441 Fabricated Structural Metal
353 Construction and Related Machinery
354 Metalworking Machinery
356 General Industry Machinery
3573 & 4 Electronic Computing and Calculating Equipment
366 Communication Equipment
367 Electronic Components and Accessories
372 Aircraft and Parts
Strong - II
243 Millwork
259 Miscellaneous Furniture and Fixtures
264 Converted Paper Products
276 Business Forms
2821 Plastic Materials and Synthetic Resins
284 Detergents and Toiletries
304 Rubber, Plastic Hose and Belting
342 Cutlery, Hand Tools and Hardware
3482 & 3 Ammunition
349 Miscellaneous Fabricated Metal Products
359 Miscellaneous Nonelectrical Machinery
3621 Motors, Generators
369 Miscellaneous Electrical Supplies
384 Medical, Surgical, and Dental Equipment, Instruments,

and Supplies
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TABLE 1. (Continued)

SIC Industry
Potential - I
201 Meat Products
232 Men's and Boys' Garments
233 Women's and Misses Quterwear
239 Miscellaneous Fabricated Textile Products
251 Household Furniture
273 Books
279 Service Industry for Printing Trade
281 Industrial Inorganic Chemicals
286 Industrial Organic Chemicals
314 Footwear, except Rubber
324 Cement, Hydraulic
325 Structural Clay Products
329 Miscellaneous Nonmetallic Products
346 Metal Forgings and Stampings
352 Farm and Garden Machinery
355 Special Industry Machinery
358 Refrigeration/Service Industry Machinery
371 Motor Vehicles and Equipment
376 Guided Missiles, Space Vehicles, and Parts
381 Engineering and Scientific Instruments
382 Measuring and Controlling Devices
399 Miscellaneous Manufacturing
Source: Battelle's "Report II: The Identification of Target Activities

for the Mid-America, Kansas Region, October 1985.
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labor and land, a cultural and political climate generally
opposed to union-related activities, and numerous tax breaks.
The movement is more currently characterized by a shift in
high technology production, administrative activities,
research and development, financial institutions, and other
related highly desirable and high growth employment sectors.
The magnitude and speed of these relocations are directly
related to the fact that many of the Sun Belt's preeminent
growth centers have developed "images" of attractiveness, job
creation, feasibility, and improved quality of life style all
of which have led to a significant growth momentum. In recent
years, this momentum has been reinforced by a rapid transfer-
ence of economic activity to the southwest especially Texas,
Oklahoma, and Louisiana.

Further, some of the most rapidly growing cities of the Sun
Belt have even more elaborate and aggressive growth programs,
especially Atlanta, Jacksonville, Orlando, Knoxville, New
Orleans, Houston, Dallas, Phoenix, and Denver. Not only are
these programs well funded (averaging $1.5 million annually),
but they are especially powerful and diverse, and include
thrusts such as: venture capital pools, technology councils,
technology parks, very aggressive advertising programs, public
relation thrusts, elaborate and intensive direct mail efforts,
strong retention and expansion programs, the aggressive
support by local colleges and universities, the implementation
of incubator and small business suppport centers, and perhaps
most important--creation of teams and networks that
effectively focus the resources and strengths of both the
public and private sector.

o Need. A significant need exists in the Mid-America region for
focusing and strengthening the development effort and the
implementation of those steps that will preserve, create, and
attract new jobs. As pointed out in the Strengths and
Weaknesses Report, the Mid-America region and Kansas as a
whole have experienced decline in several major sectors of
employment, a deterioration in the traditionally strong
agricultural economy, an outmigration of population, and low
to moderate growth in support functions ‘such as retail trade
and services. To reverse this trend, it is increasingly
important to have a strong, well supported, forward looking
economic development program and strategy.

® New Growth Opportunities for the Future. If Mid-America is to
realize its reTative share of new jobs over the next 10 to 20
years, its leaders must recognize that a number of industries,
services, and technologies must be evaluated and identified as
new targets for development. It is clear from recent
employment trends that significant changes have taken place in
the job creation potential of various economic sectors. This
implies a possibility of continued erosion in manufacturing,
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construction, and transportation employment. It also suggests
that the future is likely to continue to provide increases in
employment in the services, trade and financial institutions'
industries. Further, within each of the major employment
sectors, shifts in employment between various industries can
readily be observed. For instance in manufacturing, it is
anticipated that continued declines will occur in many
industries associated with wood products, metal forgings,
steel and rubber. On the other hand, continued growth is
expected in certain manufacturing industries such as
instruments, chemicals, certain types of machinery,
electronics, and drugs.

In summary, for the reasons just noted, it is essential that a realistic
and action-oriented economic development program be designed specifically
for the Mid-America area; and that its implementation begin as soon as
possible.

Goals, Objectives and Responsibilities

It is important for Mid-America to establish economic development
objectives and to reinforce these objectives with attainable goals if the
region is to have a sound economic development program. One of the most
serious mistakes a community can make is to design a narrowly scoped
program that emphasizes only the "attraction of manufacturing”. Although
this is a critical element in any economic development plan, it would be a
major mistake to underestimate the need for retention and expansion
programs and the need for the creation and expansion of new companies
within the region. Accordingly, development efforts should extend beyond
attraction, to incude retention and expansion, and focus on manufacturing,
services, trade, and financial activities.

Establishing Employment Goals

It is important that Mid-America have a clear understanding and
indication of the number of jobs that need to be created in the future.
Based upon Battelle estimates, a total of 7,700 jobs need to be created in
the Mid-America region between 1985 and the year 2000. This estimate is
based upon population projections for the Mid-America region and assumed
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labor force participation rates and unemployment rates. Labor force
participation rates were based on historic averages and anticipated future
changes while the unemployment rate was based upon theoretical studies
indicating that full employment equates to an unemployment rate of 6
percent of the civilian labor force.

In establishing job creation goal strategies, it is important to
recognize that there will be different types of growth associated with job
creation. Based upon studies of employment growth, it is recommended that
Mid-America's job creation strategy be based upon the following:
attraction activities accounting for 20 percent of the region's employment
growth, expansion from existing employers 70 percent, and the creation of
new locally-owned businesses 10 percent. The extent to which employment
growth may actually result from attraction, retention/expansion, and
creation programs depends upon many factors including the basic economic
structure and overall viability of the region. Recent studies clearly
indicate the necessity of all three job creation strategies: attraction,
expansion, and creation of new locally-owned business firms.

Finally, in establishing job creation goals it is important to
take into consideration the changes that are occurring between various
economic sectors nationally, regionally, and in the Mid-America region. In
general, these major trends can be characterized as follows:

o Agriculture and mining employment are expected to continue to
decline,

o Employment within manufacturing is anticipated to decline,
however, several industries within the manufacturing sector
will continue to expand.

e Rapid growth is expected to continue in the service
industries, especially business support services.

e Substantial growth should be seen in trade and financial
sectors.

e Slight to moderate growth is anticipated in construction,
transportation, and communications.

By relating these anticipated trends to specific job requirements
of the Mid-America region, overall job creation goals can be established.
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Table 2 presents Mid-America job creation goals for the years 1985 to 2000
by type of strategy and sector.

It is important to understand that the level of effort associated
with each of the strategies does not necessarily correspond to the number
of jobs created. Although it is often overlooked, by far the greatest
number of jobs created in an area are normally through support of expansion
and retention programs. When done correctly these are the easiest and most
cost effective mechanisms to facilitate job growth. On the other hand,
especially in terms of national competition, the attraction strategy is by
far the most competitive, difficult, and expensive. Further, as many
economists and developers recognize, the creation of jobs in certain
sectors such as finance, trade, and services is often dependent upon and
driven by expansion in basic industries. In summary, it is important to
understand the need for a broad-based approach to economic development
planning in the Mid-America region, recognizing not only the contribution
of attraction programs which are appropriately centered in Mid-America
Inc., but also expansion and creation programs which are best administered
at the local level.

Establishing Objectives

It is suggested that Mid-America establish an overall development
objective of "fostering an environment conducive to the attraction, reten-
tion, and expansion of job creating opportunities within the Mid-America
region". This overall objective should be reinforced by the establishment
of similar objectives by each local development organization within the
Mid-America region.

Second, it is suggested that Mid-America establish an objective
of "creating an environment and forum for effective communication,
interaction, and coordination of development program activities between
Mid-America, Inc. and local development organizations located throughout
the Mid-America region".

Third, it is suggested that Mid-America, Inc. establish the
objective of "undertaking an economic development program that will foster



TABLE 2. MID-AMERICA JOB CREATION GOALS, 1985 TO 2000

Strategy Seéllrs Manufacturing Trade Services Other
Attraction (20%) 1,540 550 420 230 340
Expansion (70%) 5,390 1,940 1,460 810 1,180
Creation (10%) 770 _ 280 __ 200 _ 120 _ 170

TOTAL (100%) 7,700 2,700 1,080 1,160 1,690

Source:

Battelle-Columbus Division.

01-I
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the attraction and location of manufacturing activities, manufacturing
support services, and large employers (over 200 employees) in the service
and trade sectors". Mid-America, Inc. should have and maintain the major
responsibility for the attraction of manufacturing and other related large
employing firms. A strategy for the retention of businesses, however, is
often best conducted at the local level.

Accordingly, a fourth suggestion is that local development
organizations in the Mid-America region establish the objective of "foster-
ing an environment conducive to the retention and expansion of existing
employers in manufacturing, trade, service, and finance sectors". Although
the retention strategy can best be conducted at the local level, it is
suggested that Mid-America, Inc. provide overall leadership support to this
objective.

Fifth, it is suggested that Mid-America, Inc. in coordination
with local development organizations, establish the objective of "fostering
an environment conducive to the establishment and expansion of new locally-
owned businesses within the Mid-America region". It is considered that
Mid-America, Inc. should have overall leadership responsibility for this
objective, however, specific actions and plans could be conducted at the
local level.

Responsibilities

Mid-America, Inc. has served southeastern Kansas well during its
history. Interviews with business and community leaders across south-
eastern Kansas indicate that Mid-America, Inc. is well respected throughout
the region. The Mid-America organization provides a collective strength
and efficient utilization of scarce resources for all of the 10 counties
located within the region. The capabilities and competence of this multi-
county regional development organization could not be afforded at the local
level, given the limited resources of communities and counties within the
Mid-America region. Accordingly, this study strongly supports the
continuation of Mid-America, Inc. and related funding by its members as the
regions leading economic development organization. But to ensure a viable
and successful program is important for community leaders to recognize the
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need for a coordinated economic development effort with appropriate
responsibility assignments at both the regional and local levels. While
several communities also are considering the establishment of an industry
attraction program for their community, this activity should be encouraged
as long as it is complementary to the attraction efforts of Mid-America,

Inc. and does not reduce the level of financial support for Mid-America,
Inc. '

Organization

In the remaining sections of the Strategy Report, the following
topics are discussed:

¢ Trends in Economic Development
o Organization, Staffing, and Facilities
¢ Preliminary Activities

o Elements of the Strategy.



CHAPTER II: TRENDS IN ECONOMIC DEVELOPMENT

Introduction

As noted above, a number of changes are underway in the conduct
of economic development programs in the United States, but perhaps the most
significant characteristic is the greatly expanded interest in, and support
of, these programs. Further, with a reduction in available Federal funding
for "planning-oriented" economic development programs, cities, counties,
and especially private sector groups functioning through Chambers of
Commerce and Industrial Development Authorities have assumed greater
responsibility for these programs--usually with a result-oriented
perspective. In order to place the strategy that is evolving for Mid-
America in the proper perspective, it is appropriate to examine some of the
general trends associated with these developments--nationwide.

e Perhaps the most important characteristic of these programs is
the extent to which they are proliferating, and becoming much
stronger. It should be recognized that the major growth
centers of the Sun Belt are leading the nation in terms of
expenditures for economic development efforts.

e In terms of budgets, these programs are being supported very
aggressively. Increasingly, professional fund raisers are
being employed, or "Committees of 100" are being formed to
facilitate the raising of monies. Also, many of the
development programs are organized around a non-profit
structure, to facilitate the use of city and county monies as
well,

It is not unusual to read in the press that Fort Wayne,
Indiana is raising $6 million for economic development,
Houston is raising $7 million, Tulsa, $1 million, and so on.
There are several elements in these budgets which should be
recognized: some of the funds go for staff and operation, some
for promotion, and in the case of the very large budgets--to
acquire industrial sites and provide incentives. To place the
Mid-America project in a realistic perspective, the study team
carried out a survey of development programs across the United
States, and the general results of that inquiry are summarized
in Figure 1. Economic development organizations representing
a population base of approximately 100,000-250,000 people or
more, are supporting development efforts where the levels of
funding are in the range of $1.85 to $2.00 per person. That
is, medium-sized areas are raising economic development



City Size Group
Over 1,000,000 A B
750,000 - 1,000,000
500,000 -~ 750,000
250,000 - 500,000
100,000 - 250,000
50,000 - 100,000
25,000 - 50,000
10,000 - 25,000
Per Capita Expenditures:* A:0 .50 1.00 1.50 2.00
Share of Budget for Overhead:** 8:0 50% 100%

A* : $ in Development Expenditures, Per Person
B**: Relative Share of Promotion to Operational (Staff) Costs

Source: An Assessment of Trends in Local Development Programs,
National Scientific Foundation Data, 1985.

FIGURE 1. DEVELOPMENT COSTS AND POPULATION

budgets that include both promotion and operational monies,
generally in the neighborhood of $185,000 to $500,000 per

year,

In many cases, the precise economic development budget

is difficult to ascertain because the costs of space and

equipment may be included in an overall Chamber budget, staff
expenses may not be factored in entirely, and in some cases--
convention activities provide advertising support. The
smaller the development organization--the greater the share of
the budget that is devoted to operations--facilities, staff,
and general operational needs. The bottom line is this, to be
competitive and in line with other areas--the effective
promotionally-oriented economic development budget for Mid-
America, Inc. should be approximately $1.85 per person per
year. To be competitive with other development organizations
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throughout the country consideration should be given to a
budget appropriation of $2.00 to $2.25 per person (see Table
3). Based upon the NSF survey, local development
organizations should consider funding their development
programs at a rate of $1.00-1.50 per person per year.

¢ In a majority of communities, a number of entities are
involved in economic development, and very strong efforts are
being made to relate their programs. In at least three out of
four of the cities examined, economic development programs
existed within local government, the Chamber of Commerce,
utilities, and often--a local development corporation.

¢ In terms of general budget allocations, most of the
expenditures associated with the budgets for the cities may be
broken down as follows: salaries and benefits, 60 to 65
percent; equipment, 5 percent; advertising, 20 percent;
promotional materials, 10 percent; and other expenditures,
less than 5 percent.

e In terms of special facilities, over three-fourths of these
Chambers have research/data processing-oriented computers,
text processing equipment, libraries, conference rooms,
special briefing facilities for prospects, and others.

e Over 85 percent of these economic development programs have
official plans and long-term economic development strategies.
In almost every case, the leadership role in preparing these
strategies was provided by the local Chamber/Economic
Development Corporation; with local government being the
primary backup.

¢ Targeted advertising programs are the most important means of
promoting the communities. In terms of advertising thrusts,
the most important activities in declining order of importance
include: advertising and development publications,
participation in trade shows and exhibitions, advertising in
trade journals, advertising in business periodicals,
advertising in R&D-oriented periodicals, direct mail, and
combined programs that relate to advertising, mail, and
forwarding various types of gifts. In terms of effectiveness,
the top three activities, respectively, include: advertising
and development publications, business periodicals
advertising, and direct mail.

In summary, economic development programs have become quite
complex, are receiving much greater attention across the United States, and
increasingly involve marshalling a wide range of community resources--much
as was suggested in regard to the delineation of responsibilities noted
above. The implications of these trends are very clear for Mid America:



TABLE 3. AVERAGE AND COMPETITIVE BUDGETS FOR
ECONOMIC DEVELOPMENT

Organization 1984 1990 2000

Mid-America, Inc.

Average $1.85 per capita $380,000 $383,000 $392,000
Competitive $2.00 per capita 410,000 414,000 424,000
Highly Competitive $2.25 per capita 461,000 466,000 477,000

Local Development Organizations
Minimum $1.00 per capita

Competitive $1.50 per capita

Amounts expressed in 1985 dollars.
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there is no substitute for a top notch, action-oriented, development
program in the area, and the situation is such--that decision makers and

public officials must move quickly and aggressively in this area--simply to
keep up.



CHAPTER II1I: ORGANIZATION, STAFFING, AND FACILITIES

Introduction

The strategy for stimulating the attraction, expansion, and
retention of industrial and service activities in Mid-America is complex,
and will involve the establishment of new programs pertaining to each of
these areas. Accordingly, certain types of organizational changes may be
desirable in Mid-America to focus local economic development resources.
Several recommendations pertaining to this topic are discussed in this
Chapter.

It should be noted that, in most respects, the various types of
development and supporting activities that exist in the Mid-America area
are highly regarded especially Mid-America, Inc. However, the Mid-America
area also has a number of resources that may not have been fully integrated
into the development thrust--so it is appropriate to investigate ways in
which this may be accomplished. In the remaining sections of this Chapter,
three specific topics are discussed: Organizational considerations,
staffing, and facilities. The end of the Strategy Report presents a
suggested set of budgets and schedules (Table 4 and Figure 5).

Organizational Considerations

The first issue to be evaluated, and perhaps most important
overall, concerns the structure of the growth group that will guide the
Mid-America area's expanded economic development program. Over the past
several years, Battelle has evaluated a number of different organizational
structures of development groups. An overview of general organizational
considerations is presented in the following discussion, with an assessment
of the Mid-America situation.

The first step that should be taken to finalize planning for Mid-
America's more aggressive development thrust, and to facilitate and monitor
implementation, is to make several "organizational adjustments". In brief,
it is suggested that an expanded Mid-America, Inc. serve as the region-wide
"ymbrella" organization for economic development in the region, with active
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participation and support from the area's Chambers of Commerce, local
development-related groups, and the county governments. In addition,

active participation by representatives of the private sector (employers,

bankers, others) should take place--to a greater extent than has been the

case in the past.

Indicators of Success

Before continuing, it is appropriate to review patterns of

initiatives that are characteristic of communities across the United States

that have successful growth industry programs.

The Office of Technology Assessment of the U.S. Congress recently
completed a detailed survey of local initiatives designed to encourage high
technology and growth industry development. Three of the specific findings
are important to mention here:

Community Types. It was determined that there are several
different types of communities in terms of their developmental
potential. First, there are recognized "high technology
centers", that already have a high concentration of
research-oriented companies and major research-oriented
industry (such as Silicon Valley and Boston). The large
companies and universities often spin-off smaller
companies--many of which are founded by researchers who have
developed an idea for a product and want to carry on with its
development. These communities also have a highly skilled
work force, a very powerful university setting, a large pool
of basic researchers, and usually provide easy access to
venture capital.

Second, there are "diluted high technology centers"; cities
with a large base of technology-oriented companies, skilled
work forces, research universities, and venture capital firms.
Here, in cities such as New York and Chicago, the high tech-
nology employment is spread across an exceptionally large
geographic area.

Third, "spill-over communities" are those located adjacent to
high technology centers. While these cities lack many of the
ingredients associated with the high technology center, they
are close enough to benefit from many resources--such as
universities, venture capital firms, pools of engineers,
excellent transportation services, ties to private and govern-
mental labs, and other factors (suburban Washington, D.C. and
the western suburbs of Chicago fall into this category).





