Job Creation Incentives

The Evaluation: The
evaluation, Job Creation Incen-
tives: The Job Training Incentive
Program, the Local Economic
Development Act, and Select
Economic Development Tax Ex-
penditures (August 2012) as-
sessed the effectiveness of these
three economic development
approaches, showing all three
have weaknesses in accountabil-

AT A GLANCE

Job creation incentives exist to attract businesses to the state and build
the overall economy. Incentives can make New Mexico more competi-
tive as companies look at different states to locate. The state uses a mix
of incentives for job creation including tax expenditures, direct incen-
tives, and capital infrastructure investment. These incentives totaled an
estimated $468 million between FYO7 and FY11l. A 2012 LFC program
evaluation looked at three specific job creation incentives: the Job
Training Incentive Program, (JTIP), the Local Economic Development Act
(LEDA), and a selection of economic development tax expenditures. The
evaluation found New Mexico lacked a comprehensive approach for

financing and monitoring performance of job creation incentives.

ity, reporting, and assessing pro-

gram value. The Legislature and the Economic Development Department (EDD) have

made extensive progress in overseeing JTIP, LEDA, and some tax incen-

tives, such as the High Wage Jobs Tax Credit. In 2013, the governor
signed legislation requiring contracts involving LEDA funds include clawback provisions, requiring recovery of
public funds if a company does not create the number of jobs expected. Also in 2013, House Bill 641 was
signed into law, establishing stronger parameters around the High Wage Jobs Tax Credit, such as filing dead-
lines and more specific eligibility parameters. However, issues persist for other tax incentives. LFC staff also
continue to monitor the cost-per-job for different economic development incentives, including this data annu-

ally in Volume III of the LFC Budget Documents.

Cost per Job:
Since 2013, the Legislature has made significant investments in both

JTIP and LEDA, as well as enacting various new tax incentives for job
creation. The Legislature, along with EDD, the Workforce Solutions De-
partment (WSD), the Taxation and Revenue Department (TRD), and the
Jobs Council should continue to monitor how these funds are used, the
return on investment from these incentives, as well as the number of

JTIP: $5.2 thousand
LEDA: $11.9 thousand
High Wage Jobs Tax Credit: $25.5 thousand

Source: LFC Files— Based on long-term averages

jobs created and overall economic impact.

Progress Reports foster accountability by assess-
ing the implementation status of previous program
evaluation report recommendations and need for
further changes.
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Increased JTIP and LEDA Investment

For FY16, Job Training Incentive Program (JTIP) funding was restored back to
FY09 levels. Program funding is a combination of direct appropriations to EDD
As of January 2015, EDD had obli- and special appropriations. According to EDD, including JTIP funding in the

gated all JTIP funds and had to sus- agency’s base budget allows for greater revenue stability and improved plan-

pend application review until May :
2015, when new funds became avail- ning for the program.

able.
Chart 1. JTIP Appropriations FY09-FY16
(in millions)
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Note: Total appropriations include a $5.5 million special appropriation available to use in either FY15 or
$20,000 FY16.
/ Source: EDD and GAA
$15,000
\ / In 2015, upon recommendation of the interim Jobs Council, the Legislature
$10,000 appropriated a total $50 million through the General Appropriations Act
($37.5 million) and capital outlay legislation passed during the 2015 special
$5.000 session ($12.5 million) for Local Economic Development Act projects.
New funding to JTIP and LEDA for FY16 totals $57.5 million, and for the most
$0 part, is non-reverting. Careful allocation of LEDA funding with appropriate

&0 R v e clawback provisions, as well as continued monitoring, will be vital as greater

NIRRT investment is made in these two programs
Source: 2014 MM Tax Expenditure prog )

Repart . % .
Monitoring and Reporting

The 2012 LFC evaluation recommended various improvements to data collec-
tion and reporting to better assess the effectiveness of job creation incentives.
EDD has shown progress in this area, working with the Workforce Solutions
Department (WSD) to collect data on employees trained using JTIP funding,
and now reports whether JTIP trainees are still employed with the company
that received funds, are still employed in New Mexico, and how wages have

Measuring the economic impact of tax | jpcreased as a result of JTIP-funded training.
incentives remains a challenge.
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Table 1. 2014 JTIP Results

Still Employed |Still Employed with| Increased Average
Industry Sector in NM JTIP Employer Quarterly Wage
[Total 85% 68% 72%
Manufacturing 74% 49%) 7%
Professional Services 82% 65% 70%
Business Services 90% 72% 71%)|

Note: 12 percent of JTIP employees did not have wages prior JTIP participation.

Source: EDD

In July 2014, EDD released the first report using unemployment insurance
data to track employees who received training funded through JTIP in FY13. A
report for FY14 will be released in summer 2015.

Related to LEDA, EDD followed the LFC recommendation to post LEDA-funded
projects on the department website. While the data is still being updated, as of
June 2015, information related to LEDA projects for FY14 and FY15 are posted
online.

Tracking Job Creation

The LFC evaluation, as well as other LFC publications, have expressed contin-
ued concern over how EDD measures jobs created. EDD continues to rely on
announced job totals, which may differ significantly from jobs actually created.
The evaluation presented the example of Schott Solar, which had a target of
creating 435 jobs over three years (of a total 1,500 jobs announced), but only
created 252 jobs. Schott eventually shut down operations in New Mexico.
Three of seven quarterly performance measures for the Economic Develop-
ment Program at EDD measure jobs created, but these totals may not reflect
sustained job growth.

As of the publishing of this progress report, EDD is working with WSD and LFC
to more accurately measure jobs created. Collecting job data for LEDA similar
to how EDD is collecting data for JTIP, as noted in Table 1. above, would assist
EDD in more effectively managing clawback provisions in LEDA agreements.
Better employment data collection will be required to improve job creation
reporting.
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Status of Key Recommendations

Finding:
LEDA agreements do not include clawback provisions, keeping the state from recouping any funds if a company closes or reduces
its workforce.

Status

No Action Progressing Complete

Recommendation Comments

EDD should include clawback provisions for state
funds in intergovernmental agreements

EDD should require local entities to include claw-
back provisions for state funds in its project par-
ticipation agreements T

EDD states it already requires claw-
backs, but now state law mandates
clawbacks be included in agreements.

NI

Finding:
JTIP performance measures do not meaningfully assess the effectiveness of the program.
. Status
Recommendation No Action Progressing Complete Comments
EDD should require JTIP recipient companies to EDD is currently working with WSD to
report on job retention and wages for a period of track employment and wage data for
time after final reimbursement for longitudinal employees trained using JTIP funds.
analysis, such as three to five years The second report based on this work is
expected in Summer 2015.

Finding:
The Economic Development Department reports the number of jobs created based on company reports of anticipated jobs, not actual
jobs created.

. Status
Recommendation No Action Progressing Complete Comments
EDD should establish a standard requirement for While this has not changed, EDD is
defining the number of jobs created working with WSD and LFC on this
issue.

Finding:
Without across-the-board strategic planning and accountability, the state is not well-positioned to invest in incentives that create jobs
at a reasonable cost to taxpayers.

. Status
Recommendation No Action Progressing Complete Comments
EDD should publish comprehensive incentive Data is still being updated, but FY 14
information by recipient on the EDD Data Center and FY15 LEDA recipient data is now
website available on EDD’s website.
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