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At the request of the Iowa Chamber Alliance (“ICA”), Deloitte Consulting (“Deloitte”)
benchmarked incentives programs in Iowa and in five alternate states, focusing on a high-
level analysis of state-level incentive programs, their value, and overall effectiveness in
attracting investors.

In summary, the incentives programs offered by Iowa are flexible, accommodating a range
of potential projects based on investment amount and intended job creation. Where Iowa
may fall short, however, is on its discretionary grant program (a ‘deal-closing’ fund), and
the state is handicapped by the $120M annual tax credit allocation (cap) that applies to its
major incentive programs including Enterprise Zone, High Quality Jobs Program, as well as
R&D and Brownfield credits.

This report summarizes findings from the incentives benchmark comparison, and high-level
recommendations for Iowa to potentially improve the efficacy and value of its programs.
We caution that the information presented in the document is based on publically available
information from each state, and that legislative changes to programs may change the
findings contained in this document. This document is meant for general information
purposes only and is not meant to be used to guide a single investor in any investment
decisions.

Executive Summary
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¡ Iowa often competes with neighboring states to attract and retain capital investments and new jobs.  Recent experiences 
and observations suggest that a number of Iowa’s neighbors offer a strong array of economic development incentives, 
which may in turn provide these states with a competitive advantage against Iowa in attracting and retaining projects

¡ The ICA believes that the Iowa Economic Development Agency (“IEDA”) is competitive in attracting investment with the 
tools it is given, although the IEDA may not have the resources to fund direct cash to the level that other states fund. The 
level of direct cash funding may be a deterrent for prospects and investors.  Additionally, the ICA is concerned with the 
pipeline of projects hitting the current cap on tax credits

¡ In an effort to understand Iowa’s competitiveness in the field of economic development, the Iowa Chamber Alliance 
(“ICA”) engaged Deloitte Consulting (“Deloitte”) to benchmark Iowa’s incentives programs against those of select other 
states

¡ The benchmark comparison includes three neighboring states – Nebraska, Minnesota, and South Dakota – as well as two 
non-Midwest states – South Carolina and Texas

¡ This report provides an overview of the incentives programs offered by each of the benchmark states, and perspectives 
on the efficacy and competitiveness of their incentive programs

¡ The report also contains recommendations for Iowa to potentially improve the value and competitiveness of its incentives 
programs as a tool to attract new investment

Background
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Overview of State Tax Levies

Iowa Minnesota Nebraska South Carolina South Dakota Texas

Income Tax

Corporate P P P P O O
Individual P P P P O O

Real Property Tax

Land O P P O O O
Building O P P O O O

Personal Property Tax

M&E O O P O O O
Commercial O O P O O O

Sales & Use Tax

General P P P P P P
M&E P P P P P P

Others

Inventory O O O O O P
Utilities P O P O P P

Comments

No property tax at 
the state-level. 
Statutory exemption 
on utilities used in 
the manufacturing 
process.

No state-level tax on 
personal property, 
but real property is 
taxed.

Nebraska taxes all 
of the major taxable 
categories, but 
offers exemptions 
on most as an 
incentive.

Real and personal 
property are taxed 
at the county-level 
only.

No property tax at 
the state-level.

No property tax at the 
state-level.  No 
corporate income tax, 
but TX levies a state-
wide gross receipts 
tax (TX Margins Tax).

OP Taxed by State Not Taxed by State

The table below provides an overview of the taxable categories at the state level, as context for the types of incentives programs 
offered by each state.  Note that some categories (such as property) are taxed at the county- and/or local-level in each state.
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Summary of Iowa Incentives

Description Funding Sources/Timing Efficacy and Competitiveness of 
Program

High Quality 
Jobs Program 

(HQJP)

¡ The High Quality Jobs program provides qualifying 
businesses tax credits to offset the cost incurred to 
locate, expand or modernize a facility

¡ Projects must meet specific wage, benefit and 
investment requirements 

¡ Benefits include a tiered investment tax credit, 
refund of state sales tax on materials used in 
construction and access to a supplemental 
research activities tax credit

¡ This program has no 
specific sunset, 
however, it is subject to 
annual modification 
during the legislative 
session

¡ Tax credit availability is 
dependent upon overall 
state tax credit limits

¡ Considered effective and competitive in 
providing benefits to mitigate corporate 
income tax, refunding sales tax for 
construction and providing a 
supplemental refundable research 
activities credit

¡ The current tax credit cap does limit the 
potential use for targeted projects 

High Quality 
Jobs-Direct 

Financial 
Assistance

¡ Direct assistance in the form of loans/forgivable 
loans is available for projects based on qualifying 
capital investment, new or retained jobs, wages 
(and associated benefits).  The awards are based 
on a three year project creation period and two 
year maintenance period.  Use of funds includes, 
purchase of land, facilities, M&E, improvements, 
inventory

¡ Typical award ranges between $2,000 and $8,000 
per job depending upon project factors, and is a 
50% forgivable loan and 50% low or zero interest 
short-term loan

¡ This program is funded 
annually, via the 
Legislature and had a 
starting balance of 
$15M in 2012.  The 
actual available funding 
for projects was 
estimated at $8-9M, as 
overhead and 
marketing costs were 
part of this allocation

¡ Direct assistance has become an 
increasingly valuable and expected 
component to many competitive 
projects

¡ Effective use of these funds is project 
specific, however, the reduced funding 
capacity during the course of the past 
five years may hamper the 
competitiveness of Iowa for specific and 
targeted opportunities.  Award amounts 
on a per job basis are in alignment with 
other States, however the overall award 
and form of funds may be a limitation

Enterprise Zone ¡ Similar to the HQJP, this program provides 
escalated benefits of the same nature as HQJP, 
however, it is geographically specific, based on 
distress criteria.  The investment tax credit, refunds 
and access to supplemental research activities 
credits may be available with a minimum of 10 jobs 
and $500,000 capital investment

¡ This program is 
scheduled to sunset in 
2014 and is subject to 
the tax credit cap.  All 
awards receive their 10 
year benefit, regardless 
of the looming sunset   

¡ This program, targeted at 
geographically distressed areas, 
provides opportunities to maintain 
competitiveness for projects that may 
not meet HQJP requirements

¡ This program cannot be leveraged with 
the HQJP Program

Iowa’s potentially most impactful incentive program is the High Quality Jobs Program, providing both tax credits and refunds that are 
driven by project specific parameters.  The refundable supplemental research activities credit is an effective tool not available in many 
states.

Note: Iowa currently has a $120M annual tax credit allocation (cap) that includes all awards for EZ, HQJP, Housing, R&D and Brownfield/Grayfield credits.   
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Summary of Iowa Incentives

Description Funding Sources/Timing Efficacy and Competitiveness of 
Program

Iowa Industrial 
New Jobs Skill 
Training (260E)

¡ Program provides funding to assist in the creation 
of new full-time jobs

¡ Administered through the community college 
system, the program offers companies flexibility in 
the development and deployment of training for 
new employees

¡ Monetary value is dependent upon the number of 
new jobs, associated wages and hiring schedule.  
Uses of funds include: training development, 
screening, customized training, on-the-job training, 
skills assessment, subcontracted instructional 
services, purchase of training materials, 
transportation and lodging of distance training and 
many other benefits

¡ Funded through the 
sale of bonds with 
proceeds being 
provided on a 
reimbursement basis 
for eligible training 
costs

¡ This program is regarded  for its 
flexibility in use  and competitiveness 
amongst regional competition.  Though 
it may not always offer the highest 
monetary value, the flexibility offsets 
this in certain project scenarios

Brownfield/ 
Grayfield

Redevelopment 
Tax Credits 

¡ Program is funded to $5M and provides up to 
$500,000 in tax credits for qualifying projects that 
meet specific brownfield/grayfield criteria

¡ The tax credits are usable against Iowa income tax 
liability or salable.  

¡ These credits are 
funded through the 
State’s annual 
allocation of $120M tax 
credits

¡ Although limited in its focus, the 
program appears to provide effective 
and competitive value to impact 
redevelopment projects.  The salable 
nature of the tax credits also can 
increase overall competitiveness 

Data Center 
Exemption and 

Refund  

¡ Iowa’s data center exemption and refund  program 
provides a graduated scale of value to an investor 
based on the investment size and physical size of 
the qualifying project.  The program can assist 
small investments and rehabilitations, as well as 
provide long-term value to large projects.  
Exemptions and refunds are available for 
computers and equipment, back-up fuel and 
electricity.  At the highest investment levels a real 
property tax exemption is available.

¡ As an exemption and 
refund, program, this is 
“self-funding” and has 
no specific sunset

¡ This exemption provides notable value 
for projects, especially for smaller data 
centers and those at the largest 
investment level

¡ Competitiveness of the program at the 
mid-level investment lags behind 
neighboring states on the duration of 
the value provided, and the refund of 
only 50% of the sales taxes paid limit 
the competitiveness of this program

Iowa’s job training program offers flexibility that is not recognized in many other state programs.  Although the monetary value may not 
be as significant as in other states, the use of the program is broad and flexibility is competitive.  



- 8 -

CONFIDENTIAL – Not for Distribution to Outside Parties

Summary of Minnesota Incentives

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

Job 
Opportunity 

Building Zone 
(JOBZ)

¡ Exemption from taxes for locating in one of 10 job 
zones in the state, provided that:
– At least five jobs are created, or jobs are 

increased by 20%, in the first year of operation
– Employees receive a salary and benefits of at 

least 110% of the federal poverty level for a 
family of four

¡ Businesses other than retail businesses can obtain 
exemptions on:
– Corporate franchise tax
– Income tax, including capital gains
– Sales tax on goods and services
– Property tax on building, but not on land
– Wind energy production tax
– Employment tax (for high paying jobs)

¡ Program 
scheduled to 
expire on 
December 31, 
2015

¡ Program benefits to awarded firms expire with 
the program sunset, so value diminishes as 
the deadline approaches

Minnesota 
Investment 
Fund (MIF)

¡ Provides below-market financing for businesses 
acquiring "fixed assets" (such as equipment, 
buildings, and land) and adding new jobs

¡ Program can provide up to 50% of project costs up 
$1M, in a forgivable or loan basis. Each qualifying 
job can receive between $16,000-$24,000

¡ No current 
expiration, the 
program is 
recapitalized via 
the General Fund 
for $3M-$5M 
annually

¡ MIF has been used as a ‘deal-closing’ fund in 
recent years, but is considered  to be of 
medium value.  Smaller clients tend to benefit 
while larger clients have found minimal use of 
the funds, as most awards do not approach 
the maximum allowable value

¡ Legislation is proposed to increase this to 
$30M (2013)

Research & 
Development 

Tax Credit

¡ Refundable tax credit for investments in R&D (as 
defined by the Federal Internal Revenue code)

¡ Businesses are eligible for a 10% credit on R&D 
expenditures up to $2M, and 2.5% for expenditures 
above $2M

¡ This program has 
no tax credit 
cap/limit 

¡ Program benefits are similar and competitive 
to most surrounding states, with emphasis on 
the refundable aspect of the program 

One of Minnesota’s most impactful incentives is its Job Opportunity Building Zone (JOBZ) program, which offers businesses exemption 
from a variety of taxes provided that the business meets basic job creation and wage thresholds.

Note: Minnesota does not tax personal property, inventory, utilities, internet access, information services, and custom-created software. 
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Summary of Minnesota Incentives (continued)

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

Data Centers 
Incentive

¡ Tax exemptions for companies that build a 
data/network operations center of at least 30,000 
sq. ft. invest at least $50M in the first two years

¡ Businesses can receive sales tax exemptions for 
20 years on computers and servers, cooling and 
energy equipment, energy use, and software

¡ Businesses may also be eligible to not pay any 
personal property taxes

¡ This program 
currently has no 
expiration

¡ Program provides competitive tax 
exemptions, with the exception of smaller 
facilities

¡ Length of the exemption is very competitive 
and covers the major operational costs of a 
facility

Minnesota Job 
Skill 

Partnership

¡ Program provides up to $400,000 in matching 
funds to a higher education institution to create 
company specific curriculum for training

¡ Program is 
recapitalized via 
the General Fund 
for $7M-$10M 
annually

¡ This program is of moderate value and 
effectiveness, as  the  monetary and structural 
limitations impact the flexibility and use

Business 
Development 

Public 
Infrastructure 

Grant Program 

¡ Provides up to 50 percent of the capital costs of the 
public infrastructure to help support the economic 
success of communities outside the seven-county 
metropolitan area. Must be used for infrastructure 
(rail, roads, water, sewer) of a public nature 

¡ Funded with 
State bonds, this 
program has 
significant 
capacity

¡ As this program is limited in its application, 
many non-public improvements necessary for 
projects are not eligible for use

¡ Efficacy and competitiveness is minimal, 
except for very specific projects

In light of the JOBZ program coming to an end on December 31, 2015, Minnesota is looking to increase funding in other 
programs to make the state a more competitive place to do business.  For example, the Governor’s budget seeks to enhance 
available funding through the Minnesota Investment Fund by $30M, which will increase the MIF by tenfold, and $25M will be 
directed to the Minnesota Job Creation Fund.  In addition, the Governor’s proposed budget intends to cut the state corporate tax
rate, the unemployment tax rate, and the property tax rate, which may provide a more favorable tax environment for investors.
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Summary of Nebraska Incentives

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

Nebraska 
Advantage

¡ Multi-tiered program providing tax credits and 
refunds based on investment, jobs, and wages

¡ Program can provide up to a 15% investment tax 
credit for qualifying project capital expenditures, 
which may eliminate corporate income tax liability 
and sales tax for up to 15 years

¡ Program provides direct refunds on sales tax for 
construction materials, and a wage credit (refund) 
of between 3%-6% for most tiers, but up to 10% for 
“Super Tier” of withholding tax on a quarterly basis 
for up to seven years. At the highest tier, some 
credits that are unused may also be refundable.

¡ Program also exempts sales tax on M&E, raw 
materials, and utilities used in manufacturing 

¡ Program enacted 
in 1987, self-
funding (by 
projects) and has 
no sunset, nor tax 
credit limit/cap

¡ Core program to economic development 
efforts in Nebraska, considered very effective 
due to its combination of tax mitigation and 
refunds on materials and wages.  The 
program has no tax credit cap, allowing for 
use on qualifying projects without restriction to 
the number of projects.  Refundable nature of 
the withholding tax provides a significant 
opportunity for large investment / large job 
creation based projects.  

Nebraska 
Customized Job 

Training 
Assistance 

Program 

¡ Direct training subsidy program in a grant, up to 
$4,000 per job to support new skill training for 
mainly interstate commerce firms. Program 
eligibility is based on positions, wages, benefits, 
cost of training, industry, location, project capital 
expenditures, and need of funds to complete 
overall training.  Most awards are between $2,000-
$3,000 per position. 

¡ Program is 
funded annually 
up to $5M 
through General 
Fund

¡ This program generally acts as a 
supplemental to the state’s mainstay 
Nebraska Advantage Program

¡ Program doesn’t require alignment with a 
higher education program/institution, 
providing some flexibility in delivery of 
services

Nebraska 
Advantage 

Research & 
Development 

Tax Credit 

¡ Offers a refundable tax credit for qualified research 
and development activities undertaken by a 
business entity for 21 years. The credit is equal to 
15% of the federal credit (which is 20%)

¡ Credit is increased to 35 percent for expenditures 
on the campus of, or a facility owned by, a college 
or university in Nebraska

¡ Created in 2006 
via the Nebraska 
Advantage, and 
enhanced in 2009

¡ This enhanced refundable research and 
development credit is a potentially powerful 
tool, if aligned with research on a university 
campus

¡ As more companies collaborate with colleges 
and universities, this may become an 
increasingly valuable program for Nebraska

The Nebraska Advantage program offers businesses up to 15 years abatement of corporate income tax and sales tax, and serves as 
the primary economic development incentive for the state.

Note: Nebraska does not provide direct State funding (discretionary) for projects.  Infrastructure needs are addressed via CDBG financing on a project basis. 
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Summary of South Carolina Incentives

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

Annual Job Tax 
Credit

¡ Corporate income tax credit of either $1,500, 
$2,750, $4,250, or $8,000 per year for five years 
for each new full-time job created and maintained 
that year.  Credit amount determined based on 
county of establishment

¡ Credit is limited to 50% of the tax liability.  Unused 
credit can be carried forward for 15 years

¡ Businesses must increase jobs each year by an 
average of 10 (monthly average) during the tax 
year to avail of the credit; no gross wage 
requirement for qualifying businesses

¡ Administered by 
SC Department of 
Commerce, 
funded through 
state tax 
collections

¡ Credited quarterly 
as a direct cash 
contribution

¡ Effective program to offset state income tax 
liabilities, and can be combined with corporate 
tax moratorium to extend life of benefit

Job 
Development 

Credit

¡ Refund of employee withholding tax for 
manufacturing, tourism, processing, distribution, 
R&D, or technology-intensive businesses

¡ By law, businesses must create at least 10 new 
full-time jobs, but credit is a discretionary incentive 
that increases with number of jobs created and the 
gross wages paid

¡ Generally limited to a period of 10 years, and 
amount can be 55%, 70%, 85%, or 100% of the 
maximum allowable job credit depending on county 
of establishment.  Maximum credit tends to be 
~$3,250 per employee per year

¡ Administered by 
Coordinating 
Council of 
Economic 
Development 
under the SC 
Department of 
Commerce

¡ Although benefit varies by location of 
establishment, new businesses hiring at least 
10 new employees stand to gain funding as 
the Job Development Credit is administered 
as a reimbursement against select expenses

¡ Reimbursement process is designed to be 
slow, and businesses are typically certified to 
obtain reimbursements only after all hiring 
and capital investment is complete

¡ Businesses cannot claim both the Job 
Development and Job Retraining Credit for 
the same position

Job Retraining 
Credit

¡ Credit of up to $2,000 over five years for each 
employee against employee withholding tax for job 
retraining, where businesses demonstrate that 
retraining production or technology employees is 
necessary to stay competitive

¡ Businesses engaged in manufacturing, processing, 
or a technology-intensive facility can participate

¡ Administered by 
Coordinating 
Council of 
Economic 
Development 

¡ Less effective program as training processes 
are routinely audited; in addition, businesses 
are required to match the employee’s 
withholding share claimed for the training

¡ State is looking to increase the effectiveness 
of this program in 2013 by increasing credit 
limits and removing audit requirements

A majority of South Carolina’s incentive programs are targeted towards corporate income tax credits.  The state does not levy real or 
personal property taxes, but supports the counties in abating local property taxes through state funds.
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Summary of South Carolina Incentives (continued)

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

Corporate 
Income Tax 
Moratorium

¡ 10-year corporate income or insurance premium 
tax moratorium for businesses creating at least 100 
net new full-time jobs within five years of first hire 
date in counties that:
– Have an average annual unemployment rate of 

at least twice the state average over the 
previous two years

– Are one of the three lowest per capita income 
counties in the state

¡ Moratorium is increased to 15 years for businesses 
that create at least 200 net new full-time jobs

¡ Manufacturing facilities are required to create 100 
net new full-time jobs and invest at least $150M to 
qualify

¡ Job tax credits provided under a separate 
incentives agreement may be carried forward until 
after the tax moratorium expires

¡ Administered by 
the South 
Carolina 
Department of 
Revenue

¡ Since program is 
a tax moratorium, 
it is self-funded

¡ While the 10 to 15 year corporate tax 
moratorium appears attractive, businesses 
can only benefit if they locate 90% of the 
company’s total investment in one of a few 
qualifying counties (number varies each year 
as qualifying counties need to have twice the 
state average unemployment rate)

Sales Tax 
Exemptions

¡ Sales tax exemptions available on:
– M&E used in the production of tangible goods
– Materials that become part of the final product
– Electricity and other fuels used in the 

manufacturing process
– R&D-related M&E
– Pollution control and recycling equipment
– Construction materials for a facility investing at 

least $100M in an 18 month period
– Technology-intensive/data-center materials*

¡ Program is self-
funded

¡ Competitive program, with sales tax 
exemptions made available to projects based 
on need

¡ Used as a tool to attract Boeing recently, 
providing the company with tax breaks on 
M&E, facilities, and jet fuel

Note: While the state does not levy property taxes, local governments can abate county- or city-level property taxes.  Local governments can also structure a 
negotiated fee in lieu of property taxes instead of an abatement, offering substantial tax reductions under the “fee-in-lieu” program.
* For data centers, South Carolina offers sales tax exemptions on computer equipment, software, and electricity (only used in the datacenter and not for 
administration) provided that businesses invest at least $50M (or a combined $75M with another business) at a single location, and meet job creation and wage 
threshold requirements.
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Summary of South Dakota Incentives

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

South Dakota 
Future Fund

¡ Direct discretionary financing tool providing grants 
for qualifying projects, based on investment, jobs, 
wages, competitiveness and project need

¡ Awards are determined by the Governor and 
Governor’s Office of Economic Development 
(GOED)

¡ $12-$16M 
capacity, funded 
through an 
annual diversion 
of percentage of 
unemployment 
taxes

¡ The Future Fund has been leveraged to 
complete financing shortfalls for competitive 
projects

¡ Flexibility and project impact of this program 
aligned with current business climate factors 
provides an effective tool for South Dakota’s 
economic development efforts

Revolving 
Economic 

Development 
and Initiative 
(REDI) Fund

¡ Fund provides low interest (2%), long-term 
financing for up to 45% of the cost of a project the 
purchase of land, site improvements, construction, 
acquisition, renovations of buildings and equipment

¡ The loan is amortized to the useful life of the asset, 
with a 5-year balloon payment option

¡ Fees, services and other costs associated with 
construction are also eligible. Eligibility is based on 
wages and job creation pledges

¡ Revolving loan 
fund with value in 
excess of $100M

¡ Program initiated 
in 1987 and 
seeded with 
$40M from a 
limited initial 
$0.01 sales tax 

¡ Program appears to be successful, based on 
interest rates offered compared to borrowing 
at market rates, however, in recent years, with 
interest rates declining, the competitiveness 
of the program has also declined

¡ Capacity in the program is significant for a 
relatively small state, and in combination with 
other programs and business climate aspects, 
the efficacy of the program is still strong

South Dakota 
Customized 

Training

¡ This program supports two types of training: new 
employee skill training and current employee 
training that upgrades the skills of the existing 
workforce

¡ The program is a 50/50 match with the employer 
(financial or in-kind), with awards up to $1,000 per 
qualifying job

¡ Annual 
appropriation of 
$1.5M from the 
Future Fund

¡ Source is 
unemployment 
insurance  tax 
diversion 

¡ The program provides funds to mitigate 
training costs, however, based on Deloitte’s 
experience, the funding levels are below 
industry needs and standards for the costs 
associated with advanced training needs

South Dakota combines tax credits, discretionary grants, financing options, and training programs to attract businesses, which serve to 
augment the state’s investment-oriented tax policies.
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Summary of South Dakota Incentives (continued)

Note: South Dakota does not offer a data center-specific incentive, but advertises a low cost of electricity in addition to its favorable tax climate to attract data center 
investments.

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

South Dakota 
Tax Refund 

¡ Program provides between 45%-55% refund of 
eligible sales, excise and taxes (4-6%) paid related 
to construction materials for a qualified project.  
This refund is not eligible for projects below $10M 
in total project costs, or in excess of $500M in total 
project costs.  This program expired on 
December 31, 2012, however, it is currently up for 
renewal and reinstatement in the 2013 South 
Dakota Legislative Session

¡ Refunds are 
provided on a 
project basis

¡ Program is 
currently expired 

¡ Effective program to compete against 
competitive states that also provide refunds 
on taxable materials for new construction.  
Aligned with existing business climate 
benefits, this is an effective tool to reduce 
upfront and ongoing tax liabilities

APEX Loan 
Program 

¡ This loan program is targeted to assist companies 
in communities with a population of 25,000 or less, 
which add value to raw agricultural products 
through processing, or 75 percent (or more) of its 
product to outside of South Dakota or replace an 
import

¡ May provide up to 75 percent of total project 
funding up to a maximum of $237,500.  The 
interest rate may be as low as 3% (project specific) 
with a six-year balloon payment

¡ Eligible project costs include the purchase of land 
and the associated site improvements, the 
purchase and installation of machinery and 
equipment, the construction, acquisition or 
renovation of a building, and fees, services
associated construction costs

¡ Created in 1989, 
the APEX loan 
program is 
funded by both 
the REDI Fund 
and Rural 
Development 
(Federal funding) 

¡ This program has efficacy within its targeted 
audience.  However, the limited application of 
this program by industry and population 
requirements reduces its flexibility and use.  
The ability to impact total project costs at a 
significant level does provide benefit not 
necessarily available in other states.  Loan 
award amounts between $20,000 and 
$50,000 per job are possible.  Total awards 
have been limited in 2011 & 2012, however, 
in 2010, over $600,000 was leveraged by 
applicants
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Summary of Texas Incentives

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

Texas 
Enterprise Fund

¡ Discretionary cash grant for businesses based on 
number of jobs created and capital investment.  
Prior awards have ranged from $0.2M up to $50M 
($50M grant was awarded to TX Institute for 
Genomic Medicine which created 5,000 jobs, and 
Texas Instruments which invested $3Bn)

¡ Fund used to provide businesses with support for 
infrastructure development, training, site 
preparation, etc. to offset capital costs

¡ Businesses must create at least 25 new jobs in 
rural areas and 75 new jobs in urban areas, and 
must demonstrate that Texas is in competition with 
another state

¡ Created by 
legislature in 
2003; funds re-
appropriated 
each biennial 
legislative 
session

¡ Fund financed by 
taking money 
from the 
emergency 
Economic 
Stabilization Fund

¡ Funds allocated to-date (incl. FY12-13) are 
$487M, with an available balance of $139M 
for the remainder of FY12-13

¡ Competitive program giving businesses 
flexibility to offset a myriad of costs with cash

¡ Businesses are subject to an 11-step due 
diligence program to determine eligibility; in 
2011-2012, of the 56 applications processed, 
23 (41%) were deemed ineligible

¡ Typical allocation are reported to be between 
$4,000 and $7,500 per FTE for up to 500 
FTEs

Texas 
Enterprise Zone 

Project

¡ State sales and use tax refund on qualifying 
expenditures for investments in economically 
distressed areas of the state

¡ Refund amount is a function of capital invested and 
number of jobs created.  The maximum potential 
refund is $3.75M based on an investment of $250M 
or more and creation of 500 jobs

¡ Local community must nominate a project as an 
Enterprise Project for the business to qualify

¡ Administered 
through the 
State’s Economic 
Development 
Bank

¡ Competitive program, as businesses are 
offered some flexibility to physically locate in 
or outside of an Enterprise Zone
– If located within a Zone, at least 25% of 

employees must meet economically 
disadvantaged or enterprise zone 
residence requirements

– If located outside a Zone, the threshold 
increases to 35% of employees

Manufacturing 
Exemptions

¡ Businesses that manufacture, fabricate, or process 
tangible property for sale may be eligible for state 
sales and use tax exemptions (6.25% tax rate)

¡ In addition, manufacturers may be exempt from 
paying state sales and use tax on electricity and 
natural gas used in the manufacturing process

¡ For manufacturers, this incentive is similar to 
statutory exemptions offered by a number of 
other states, and is considered “table stakes” 
for large-scale manufacturing investments

Although Texas offers sales and use and property tax exemptions, one of the state’s most significant incentives is its Enterprise Fund, 
a discretionary cash grant offered to businesses to enhance Texas’ favorability in a competitive project bid.  
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Summary of Texas Incentives (continued)

Description Funding 
Sources/Timing Efficacy and Competitiveness of Program

Texas Emerging 
Technology 

Fund (TETF)

¡ Cash grant program focused on development and 
commercialization of new technologies

¡ TEFT is administered under three types of grants:
– Incentives for Commercialization Activities: cash 

grant is awarded and state takes an equity 
position in a company that seeks to bring new or 
enhanced technology to the marketplace and 
partners with a state educational institution

– Research Award Matching
– Acquisition of Research Superiority: awarded to 

educational institutions only

¡ Created by 
legislature in 
2005; state uses 
taxpayer funds

¡ Total funding 
awarded up to 
Aug’11 was 
$370M

¡ TEFT is a competitive program that has 
helped Texas develop and grow technology 
clusters in select geographic regions within 
the state

Skills 
Development 

Fund

¡ Job training program administered by the Texas 
Workforce Commission (TWC), offering grants for 
a single business up to $0.5M

¡ Businesses are required to work with a public 
community or technical college to develop curricula 
and conduct training.  Colleges are responsible for 
administering the grant given by the TWC

¡ Grant can be used to cover tuition, curriculum 
development, instructor fees, and training material, 
but cannot be used against trainee wages, drug 
testing, travel costs and select equipment 
purchases

¡ TWC has $48M in 
funding to support 
projects between 
Sep’11 and 
Aug’13

¡ Program is limited in its flexibility as funding 
can only be applied to select training-related 
expenses

¡ In addition, companies are required to partner 
with a local educational institution through 
which the grants are administered

Note: Texas also offers investors a number of low-cost financing options, including asset-backed financing, a leverage fund against future sales tax revenues, 
industrial development loan programs, and Industrial Revenue Bonds (IRBs).



The following slides compare the competitiveness of each state on incentives programs
across seven dimensions. If a category is not taxed by the state, the state automatically
earns a designation of “highly competitive”, as the state’s tax climate may serve as an
incentive for new investors.

Note that the benefit of each incentive program may be situational, i.e. the perceived value
of the incentive may depend on whether a prospect is considering a manufacturing,
services, or data center investment.

Benchmark Comparison of Programs
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Corporate Tax Exemptions

Iowa Minnesota Nebraska South Carolina South Dakota Texas

Minnesota’s JOBZ program sunsets in 2015, providing diminishing value to new investors.  Potential new programs to replace JOBZ 
may change the state’s competitiveness against the benchmark states in future.

Note: Categories not taxed by the state have been assigned a rating of “highly competitive”.

1

Less competitive 
incentive program

Moderately competitive 
incentive program

More competitive 
incentive program

¡ Texas and South Dakota have inherent advantages since corporate income is not taxed by the state.  This minimizes the need for 
negotiated tax incentives, thus improving overall competitiveness for new investors

¡ Through the Nebraska Advantage program, investors stand to benefit from credits for investments as low as $1M, although actual 
benefit to companies varies based on meeting tiered job creation and investment thresholds, as well as business activity 
requirements

¡ Iowa’s tiered tax structure may prove challenging for businesses that sell a majority of their products and services within Iowa.  
While the State does offer tax credits, businesses may perceive Iowa as being less competitive as the tax credits offered by the
High Quality Jobs Program and Enterprise Zone program may not offset liabilities to the same extent as programs in other states
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Property Tax Exemptions

Iowa Minnesota Nebraska South Carolina South Dakota Texas

A number of states appear competitive in this category, as personal and real property are not taxed by the state.  It should be noted that 
county- and local-level property taxes may change the level of competitiveness between states.

Note: Categories not taxed by the state have been assigned a rating of “highly competitive”.

2

Less competitive 
incentive program

Moderately competitive 
incentive program

More competitive 
incentive program

¡ Although Minnesota’s JOBZ program exempts property tax on building, land is still taxed by the state, which could impact its 
competitiveness against other benchmark states.

¡ For Nebraska, only select investors that meet job creation and investment requirements qualify for personal property tax 
exemptions; the Nebraska Advantage program appears favorable for data processing and data center investments
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Iowa Minnesota Nebraska South Carolina South Dakota Texas

Sales and Use Tax Exemptions / Refunds
Manufacturing machinery and equipment  is statutorily exempt from sales tax in some of the benchmark states, though different 
allowances may apply to services firms and data centers.

Note: Categories not taxed by the state have been assigned a rating of “highly competitive”.

3

Less competitive 
incentive program

Moderately competitive 
incentive program

More competitive 
incentive program

¡ Approximately 70% of South Dakota’s revenue comes from its statewide 4% sales tax.  The State does tax utilities, including 
water for business users.  Further, South Dakota’s refund of sales tax for construction materials sunset in 2012 and its future is 
uncertain 

¡ Iowa’s sales tax exemption on utilities used in manufacturing is advantageous; however, the sales tax refund for construction 
materials is only available through the HQJP and EZ programs, minimizing the available impact to all businesses

¡ Nebraska’s absence of annual tax credit limitations provides a competitive advantage and allows for up to 15 years of 
exemptions/refunds, depending on project investment and scope
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Iowa Minnesota Nebraska South Carolina South Dakota Texas

Workforce Development Programs
While Iowa offers prospects flexibility with regards to job training incentives, the benchmark states administer their programs through 
local institutions, or dictate allowable expenses.

Note: Categories not taxed by the state have been assigned a rating of “highly competitive”.

4

Less competitive 
incentive program

Moderately competitive 
incentive program

More competitive 
incentive program

¡ South Dakota’s Customized Training program limits awards to $1,000 per qualifying job, and is based on a 50/50 match with the 
employer

¡ While Texas offers investors up to $0.5M, the Skills Development Fund must be administered through a local institution, which
may limit an investor’s ability to develop its own curriculum for training

¡ Similarly, Minnesota’s Job Skill Partnership program requires that a higher education institution be involved in developing 
company-specific curricula
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Iowa Minnesota Nebraska South Carolina South Dakota Texas

Discretionary Funds
Discretionary funds are typically sought by corporate investors due to flexibility and the immediate impact on upfront project costs.  
While tax credits and exemptions can be effective in certain situations, discretionary funds are typically leveraged across all project 
scenarios. 

Note: Categories not taxed by the state have been assigned a rating of “highly competitive”.

5

Less competitive 
incentive program

Moderately competitive 
incentive program

More competitive 
incentive program

¡ Nebraska does not typically offer discretionary grants; major capital costs tend to be offset by low-cost financing options

¡ Iowa has not consistently offered prospects discretionary funds; the lack of a deal-closing mechanism can be seen as a limitation 
to overall competitiveness

¡ South Carolina does not offer discretionary funds through a formal program, but has been known to offer discretionary funds on a
case-by-case basis for select investments
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Iowa Minnesota Nebraska South Carolina South Dakota Texas

Research and Development Credits
South Dakota and Texas only offer Federal R&D-related credits, limiting their overall competitiveness in this category.

Note: Categories not taxed by the state have been assigned a rating of “highly competitive”.

6

Less competitive 
incentive program

Moderately competitive 
incentive program

More competitive 
incentive program

¡ Iowa’s refundable Research Activities Credit is competitive; however changes in the tiered structure of the supplemental credit in 
recent years have reduced effectiveness for larger research and development organizations.  Further, the availability of this credit 
is limited through the $120M cap

¡ Minnesota also offers a refundable tax credit, but the credit diminishes in value for qualifying expenditures over and above $2M.  
The lack of a cap or limit on R&D-related credits helps enhance competitiveness
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Iowa Minnesota Nebraska South Carolina South Dakota Texas

Technology and Data Center Programs
Data center-specific programs are now available in 23 states.  Several states have customized incentives programs for data center 
operations, including full or partial exemption of sales/use taxes on equipment, construction materials, and potentially electricity costs.

Note: Categories not taxed by the state have been assigned a rating of “highly competitive”.

7

Less competitive 
incentive program

Moderately competitive 
incentive program

More competitive 
incentive program

¡ While Iowa was a pioneer in the development of data center programs, several competing states are now offering equal or more 
lucrative assistance, especially for mid-sized data centers.  Iowa’s program is still moderately competitive, but should be reviewed 
in the context of neighboring programs to maintain competitiveness

¡ Texas is currently less competitive with regards to data center programs, but recently proposed a program that would allow 
refunds to qualifying data centers on taxes related to the purchase of “tangible personal property,” including electricity, power and 
cooling equipment, backup generators, servers, storage devices, networking gear and software. The refund is eligible to owners, 
operators or tenants who create at least 20 jobs and spend at least $15M

¡ Amendments in Nebraska’s data center legislation in 2012 increased the flexibility of programs to compete for large data centers 
(over $200M), positioning it more favorably than the other benchmark states
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Iowa

Minnesota

Nebraska South Carolina

South Dakota

Texas

Value and Usability of Programs
The following table  depicts aggregate “value” and “usability” of programs. Ideally, Iowa would aim to position itself further up the 
financial value axis and further right along the usability axis, improving its competitiveness against the benchmark states.

Fi
na

nc
ia

l V
al

ue

Usability

¡ Texas’ programs are 
considered high in value and 
usability, in large part on 
account of the tax exemptions 
offered to most projects, and 
Texas’ ability to address 
shortfalls through its 
discretionary funds

¡ Although South Dakota does 
not tax a number of major 
taxable categories, its 
incentive programs are 
considered medium in terms of 
both usability and value, as 
investors are primarily 
incented through low-cost 
financing options

¡ Minnesota’s programs are 
considered less usable on 
account of JOBZ’s looming 
expiration date.  Investors 
stand to gain value through a 
number of exemptions, but 
can only benefit until 
December 31, 2015More 

Usable
Less 

Usable

Lower 
Value

Higher 
Value
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Recommendations for Iowa
Iowa possesses an array of economic development programs to attract and retain qualifying projects, however, the flexibility and scope 
of its programs may limit their effectiveness in competitive situations.  

¡ Direct financial assistance programs in Iowa have varied significantly in the past decade.  From the former CEBA program 
and the Grow Iowa Values Fund (GIVF) to the current direct assistance via the High Quality Jobs program, the volatility and 
variance in monetary values (amount/form/terms and conditions) provided to clients creates perceived and real 
inconsistency

¡ To grow and maintain competitiveness for business attraction and retention, a clear and stable process should be 
considered.  Other competing states have flexibility to “close a deal” within their discretion, and while these states are held to 
legislative requirements of transparency and accountability, they possess the means to attract a targeted, competitive and 
valuable opportunity, offering prospects flexibility that ultimately weigh into final location decisions 

¡ In addition, Iowa generally adheres to a defined “dollars per job” approach that may not take into account the true value of a 
new job, either on account of an above average wage, or the skills required for the position.  Consideration should be given 
to positions that significantly exceed wage threshold requirements or align with targeted industry sectors or positions

2: Evaluate Options to Offer a “Deal Closing Fund”

¡ Iowa is one of few regional states to have an overall tax credit limit across its portfolio of incentives programs, as opposed to 
placing a cap on a single program.  In recent years, Iowa has evolved from a no-cap status, to a limit of $185 M (until 2010), 
to its current limit of $120M.  As the economy is recovering, more competitive projects are likely to seek assistance and Iowa 
places itself at a distinct disadvantage with its current level of credits and cap which covers a multitude of programs

¡ Consideration should be made to increase the cap to a level that allows supported credit programs to adequately impact 
projects for which the programs were intended.  This also should be reviewed within the context of contending states that 
either do not require credits (due to tax climate), or those with no specific limit on the use of credits

1: Revisit the Tax Credit Cap
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Recommendations for Iowa

¡ Iowa’s Brownfield/Grayfield Redevelopment Tax Credit has been well received for retention and expansion projects.  The 
distinctive nature of these credits and flexibility should be reviewed further for consideration of expanding the allocation.  
These credits allow for the leveraging of existing infrastructure and should ultimately reduce the need for expanding 
community infrastructure

4: Revisit the Brownfield/Grayfield Redevelopment Tax Credit

¡ While Iowa was at the forefront of data-center related exemption and refund programs, twenty-three states including 
Nebraska, Minnesota, and South Carolina now have programs to address the attraction of data centers.  Iowa’s tiered 
program offers benefit to smaller projects that is not common in other states.  However, for mid-sized projects ($50-$100M 
investment, correlating to approximate load of 5 MW-20 MW), the length of time for value to be realized is more than 
neighboring states

¡ Consideration should be given to modifying the data center exemption and refund language, as the associated technical jobs 
are highly compensated and this sector continues to witness significant investment in the United States  

5: Consider Augmenting Data Center Incentives

¡ Though Iowa’s programs are structured in a way that allows most projects to receive the maximum investment tax credits 
available (via the High Quality Jobs and Enterprise Zone programs), a company may not be able to realize the full value of 
the awarded credits which may place Iowa at a competitive disadvantage

¡ Consideration of an allowance to sell, refund, or transfer credits at a full or portioned percentage of the excess credits 
awarded may increase the overall competitiveness of Iowa’s programs

¡ In addition, maintenance and/or  re-distribution (adding of an additional tier) of the supplemental research activities tax credit 
within the High Quality Jobs and Enterprise Zone program may also increase competitiveness.  As noted, Nebraska offers 
an enhanced credit for collaboration at a university setting or a university owned facility.  To encourage and grow in-state 
collaboration between industry and education, Iowa should consider an additional supplemental value

3: Consider Allowing Sale, Refund, or Transfer of Credits
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