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Executive Summary

While business location, investment, and hiring decisions are the direct purview of the private sector,
the public sector can influence these decisions through the use of incentives, credits, technical
assistance, and other programs aimed to enhance a community’s business competitiveness. Such
programs are a critical, active component of many economic development, innovation, and economic
sustainability strategies. However, no such program can completely change the nature of a
community’s strengths and weaknesses, nor can such programs work effectively in the absence of a
coordinating economic development strategy.

The State of Maine has developed a suite of organizations, policy and investment tools, and assistance
programs aimed at attracting investment and at meeting the State’s overall economic development
goals. These tools vary in usefulness based on changing business requirements, as well as dynamic
political and economic conditions. Economic conditions and business needs and targets change over
time, and the toolset must be evaluated and updated accordingly.

Incentives and special economic zones are among the most visible economic development tools
available to attract new companies. They allow existing businesses to expand and encourage other
forms of inward domestic and foreign direct investment. Likewise, direct public investment in research
and in developing businesses can help nourish innovation and entrepreneurship. A successful
competitive business climate positively contributes to a state’s domestic economic development goals
through job creation, capital investment, knowledge, and R&D creation with spill-over effects to

economic achievement and quality-of-life as a whole.

In order to examine how well its programs have been achieving these goals, the State of Maine has
performed Biennial Progress Reports on all Economic Development and Research & Development (R&D)
efforts. The next evaluation report will be due in 2018. Also due in 2018 is a Comprehensive Evaluation

of Investments in Research and Development report covering six years.

Through 2014, the evaluation of Economic Development and R&D programs were reported on in two
separate but significantly redundant documents. These reports have been combined — without
redaction - as a result of recommendations from the 2014 and earlier reports. The present report
contains all of the information and analyses previously contained in both the Economic Development
and R&D reports.

Methodology

The present report has been constructed to meet the Maine Legislature’s requirement to examine the
effectiveness of Economic Development and R&D programs on a biennial basis. This has been
accomplished through performing the following analyses and actions:

e Reviews of the previous studies performed for the State of Maine on the use and effectiveness

of its programs;
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e Interviews with public sector entities and their partners responsible for the administration of
the State’s various economic development programs;

e Interviews with a sample of private sector companies who have received benefits and assistance
from the State;

e Benchmarking the State of Maine’s natural competitiveness against several of its peer states,
hoth in terms of basic location fundamentals and of the incentive and credit tools available;

e Data collection through rigorous survey efforts collecting information on program usage, hiring
trends, salary rates, and capital investment to allow for calculation of return on investment to
the State (recipient lists provided by program administrators where those lists could be released
under confidentiality agreement);

e Cost-benefit analysis of survey data for select programs; and

e Examination of annual reports (for those programs that generate annual reports and provided
those reports along to the consultant team).

Note that the DECD survey referenced above (created for the 2014 reporting cycle) has provided a
means for direct reporting on behalf of the private sector companies benefitting from the State’s
economic development and R&D programs. While the requirement to report is indicated in each of the
State’s current programs, a comprehensive means for reporting does not otherwise exist.

Findings
While this report provides detailed findings for the entire suite of tools available to the state, the project

team found broadly that:

e Companies reported that the current programs are generally effective in allowing them to grow
faster than they otherwise would have and, in some cases, to sustain the company through
difficult or changing business times.

e This finding is somewhat tempered by the - ™~

frustration that companies and institutions alike .. MTl provides critical funding, but

expressed on the difficulty finding, understanding, also advice, mentorship, and

applying for, and reporting on the State’s programs. connections to other key resources
enabling young companies to build
their skills, find their market, and

execute effectively...” Pika Energy

Many asked that program offerings be simplified so
an incoming or growing company can better

understand the benefits they may be eligible for.

e This confusion and lack of information was also
cited as characteristic of doing business in the State of Maine. Companies and individuals
expressed significant negative perception about doing business in the state of Maine because of
lack of clarity and lack of incentive stability due to politics (discussed in greater detail below).

e Companies also expressed a great deal of concern about the stability of incentive programs as
well as the overall operating and regulatory environment in the state. Companies rely on a
degree of stability and predictability in regulation to be able to plan effectively. Several
companies cited concerns about making business decisions because of the instability of the
incentive programs and the current debates in the State Capitol. The situation in Augusta is

ng Associates (ICA)
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seen to be extremely uncertain and there are concerns about making business decisions in such
an environment.

It is important to acknowledge and accept that companies regard any award made as a contract
between the company and the state. Such awards need to be recognized as commitments
between the two parties for as long as the company remains in compliance and for the length of
the award. To rescind payments for reasons other than compliance — in other words, breaking
the contract - would significantly damage the State’s reputation as a reliable partner that fulfils
its own contractual obligations.

Interviews, benchmarking, and other statistics strongly suggest that Maine should have a
unifying vision for economic development and innovation that is shared by all state governing
bodies. Interviewees in particular suggested that Maine would be well-served by putting forth a
bold and assertive plan for growth and then executing on it effectively.

The infrastructure for implementing such a strategy is at least partially in place. Institutions and
companies did cite changes in philosophy subsequent to the 2014 program review suggesting
that inter-organizational cooperation is providing for more comprehensive approaches to
economic development and innovation assistance.

The state has difficulty supporting and assisting companies in the 20-100 employee range as
currently available support programs do not directly address the most critical needs of
companies of this size. These companies have a great need for soft service assistance to fill
certain administrative roles that larger companies fill with a dedicated employee or department.
For example, one smaller manufacturing company cited a need for advice on how to best handle
a worker’s compensation case in a situation where contacting the State workers compensation
office did not yield any answers.

There was a repeated suggestion that the state might wish to examine a shift in focus to
empbhasize and support the disproportionately large role that small and entrepreneurial
business plays in the Maine economy.

Many companies and institutions cited problems finding qualified workforce in the State.
Companies expressed concerns about a lack of qualified workforce from manufacturing and
operations personnel to high tech engineers to hotel staff. The state should work to develop
workforce skills and provide better transferrable skills. Companies cited difficulty in attracting
employees with high tech skills to Maine in part because of job security concerns and lack of
alternative career opportunities.

Other states’ economic development organizations commonly call Maine companies in attempt
to recruit them to move. This is a generally accepted practice in business attraction around the
globe. Maine DECD should consider countering these efforts by establishing a team to contact
existing Maine companies to see how they are doing and to work towards company retention
and growth. DECD staff does perform this role for company retention for Pine Tree
Development Zone (PTDZ) recipients, but should broaden the scope of these efforts to include
all companies participating in any Maine economic development and R&D programs as well as
those outside the incentive programs.

y (ICA}
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Institutions (universities and non-profits) and enterprises (such as R&D companies) supporting

innovation, research, and development noted that while there is a growing desire to be more

aggressive in support of Maine innovation, the state still does not have the embedded

relationships between research, business, and finance inherent in innovation clusters/hubs like

Route 128 Corridor in MA, the Research Triangle of
NC, and Silicon Valley in CA. These relationships will
need to be developed over time to ensure a long-
term innovation advantage for the state.

Several of the research institutions and start-up
firms interviewed specifically noted that the metrics
of R&D programs need to be held to a different
timescale than that for other economic
development programs. While the goal of any
public investment in either research or private
enterprise has at some point the goal of a return on
investment, the state needs to understand that the
timeline on which to realize this return on
investment will be longer when research and pure
science are involved. As an example, one of the
bioscience interviewees noted that the process of
moving pharmaceutical or biotech research into a
commercial product can easily take 5-10 years or
more.

(T"The technology and expertise that

will be housed in The Jackson
Laboratory’s Center for Biometric
Analysis will assist researchers and
medical professionals in their efforts
to improve the prevention, treatment
and cures of human disease. Access to
competitively awarded, matching
funds administered by the Maine
Technology Institute, make critically
important projects like the Center,
possible in Maine.”

Quote from Edison Liu, President and
CEO on JAX Center for Biometric
Analysis — $10m General Fund Bond
Appropriation, administered by MTI

The DECD Portfolio Survey developed for the 2014 review was used again during this evaluation

to obtain information from participating companies on doing business in the State of Maine as
well as to collect input values for the Cost Benefit Models (CBM). With much hard work from
both DECD and MTI staff, a completed response rate of over 70% was obtained for those

included in the survey request.

The CBM’s were constructed for four programs. Business Equipment Tax Reimbursement
(BETR), Finance Authority of Maine {FAME) and Maine Technology Institute (MTI) programs
were evaluated using an unmodified internal rate of return (IRR) method. The IRR model for

PTDZ was similar but included a sensitivity factor keyed to assumption that companies made

their decision to locate in Maine based on the “but for” clause in the PTDZ legal agreement. In

other words, that if not for the incentive, the project may not have proceeded in Maine.

The results are as follows (Please note that the rate of return on a 10 year US Treasury Bond is

2.02% as of January 26, 2016):
o BETR provides a positive IRR of 21.3%.

o Asnoted above, PTDZ is a program designed to attract businesses and expansions that

would not otherwise locate or expand in Maine. Assuming all projects would not have
happened BUT FOR the PTDZ, the program shows a positive IRR of 122.5%.
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o FAMLE, which operates as a loan insurance program rather than as a credit or incentive,
shows a positive IRR of 18.9% for CLI/ERLP. This is somewhat to be expected given the
more commercial, fee- and interest-based design of the program.

o MTI, the state’s marquee program for direct investment in innovation, shows a positive
IRR of 7.2% for the development loan program.

e Allin all, Maine’s incentive productivity is similar to that of New Hampshire, Vermont, and
Rhode Island.

o Maine’s number of incentive awards makes up 3% of all incentive awards in New
England from 2010-2015. Maine’s total value of awards represents 5.8% of the total
amount awarded in New England. Likewise, Maine’s total capital investment related to
the incentive programs represents 4.1% of New England’s overall incentivized capital
investment. Maine’s job creation related to incentive programs makes up 3.4% of New
England’s total creation affected by incentive programs.

o Connecticut and Massachusetts gave a greater number of incentive awards with higher
value of those awards, with resulting greater capital investment and higher job creation.
However, Connecticut’s programs appear less efficient, spending a higher dollar value in
awards with less capital investment realized and fewer jobs created than
Massachusetts.

o These results further underline how programs can drive economic development results,
but also accentuate the need to evaluate overall effectiveness and efficiency on a
regular basis.

e Maine continues to trail most other US states in measures of incentives transparency. Maine’s
score puts the state on rank 44" out of 50". The state has only slightly improved its ranking over
the last two years, moving from 45" to the 44", The change was due to improvements in
information disclosed on the number of incentives awarded countered by less information

released on capital investment.

Recommendations
The following recommendations cover the state’s programs overall. Additional detail on specific

programs is contained in the body of this report.

Maine has a constellation of economic development and research & development (R&D) programs that

developed organically over time. Each was a response to a perceived need or opportunity. The present
analysis has begun the process of evaluating current effectiveness and providing a path forward to more
efficient and impactful programs. As with the 2014 report, the recommendations below showcase both
long-term strategic suggestions as well as more technical program by program recommendations.

The recommendations are presented below in five separate categories:

e Structure and targets of programs;
e Eligibility and benefits of programs;
e Monitoring and evaluation of incentive programs;

e Summary of Programs and Recommendations;

sufting As
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e General recommendations; and

e Implementation.

This is followed by a discussion of suggested next steps and implementation

Structure and Targets of Incentive Programs
Public and private sector interviews — coupled with location selection analysis — suggest several

recommendations for the structure and targeting of economic development and R&D programs:

Al. Program design should conform to the best practice principles of simplicity, clarity, certainty
and objectivity.

A2. The State of Maine should explicitly match performance measurements to the type of
assistance provided. The ROl and breakeven point for a direct R&D investment in a university
or small business setting will likely be very different to that for a tax credit for a large
established company. The MIEAB {Maine Innovation Economy Advisory Board) has in past
played a role in establishing and validating the

'

State’s R&D efforts. This rele needs to be re- “... When we began to work with MTI,
examined and perhaps reaffirmed. they became part of our team. They

A3. The State should examine programs to determine are not just a resource for funding, they
which may be altered or augmented to meet the are a great group of smart people ... to
needs of post start-up companies (20-100 build a strong innovation economy,
employees) who may still require assistance to Maine needs the whole startup eco
best meet their potential. system..” Rockstep

A4. A common framework could be developed within pS /

each program that is clear, transparent, and coherent for investors and recipients. This
approach would facilitate coordination and harmonization where possible

A5.  The best economic development programs build on existing strengths and expand these over
time. Incentives, grants, and other programs can make this happen. Each must be monitored
and evaluated to make sure goals are being met.

A6. There is considerable confusion and probable misapplication of the PTDZ standards for how an
employee or position is tracked. This language must be clarified. In addition, all institutions
responsible for awarding and administering PTDZ must be given explicit training on the proper
application.

A7. Change the requirements for personal equipment tax exemptions in the PTDZ program such
that equipment does not need to be operated by specified new employee so long as the
equipment benefits the entire company.

A8. Rather than focusing on the 7 specific sectors to grow Maine, it may be more advisable for the
State to focus on growing all business sectors and supporting all successful businesses as a
strategy for developing a more diversified, resilient economy. Focusing on one industry may
not enhance economic sustainability and could instead mean that the state is not using the
money for the greatest positive effect.

ent in Economic De
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Eligibility and Benefits of Programs

B1. Anyinvestment incentive program succeeds best in achieving its goals when it is clear, simple
and certain, and is performance-based against pre-determined criteria.

B2. All administrative processes should be as simple and clear as possible. It is important to
develop incentive frameworks that can be effectively administered and monitored. Simplicity
and clarity make compliance possible.

B3. This clarity and transparency should be further applied to description and details on incentive

program websites.

Monitoring and Evaluation of Incentive Programs

Cl. Economic development and R&D programs require easy to find documentation that includes a
clear statement of goals and outcomes, as well as clear evaluation and monitoring procedures.
Apart from assessing and measuring the investment incentive regimes, providing results and
information also enhances transparency, credibility and public accountability.

C2. Economic development and R&D program administrators {specifically MTI) should follow up
with applicants to grant and credit programs when they either do not quality or are not
chosen to receive funding or credits. While not all companies will get accepted into all
incentive program, the debrief will help ease any frustration and negativity that unsuccessful
companies might otherwise associate with that loss.

C3. The state should establish a standardized reporting tool for all economic development and
R&D program recipients. Reporting requirements should be clear, coherent and transparent.
These should be directly linked to the award and to the program’s conditional criteria.
Repercussions for non-compliance should be clearly spelled out in program legislation, along
with the protocols for such sanctions.

C4. The reporting tool should also provide a means for recipients to provide feedback to the state
on their own experiences on the utility and efficacy of the programs. Such measures may
include but not be limited to workforce readiness, program applicability and reporting,
program utility, and suggestions for improvement.

C5. Once a company receives an incentive award, it is very important that the state continue to
honor the award until the award expires as stipulated in the program terms. Any award made
is recognized as a contract between the company and the state and needs to be honored as
such. Other states have experienced significant backlash and company outmigration in similar
situations, such as was the case in New Jersey upon cancellation of payments for the Business
Employment Incentive Program (BEIP)’.

C6. Notwithstanding the statements above, the State should also consider revising the metrics it
uses to evaluate the effectiveness of its research programs. Licenses, reputation, jobs, skills,
patents, and wage levels may all be factors, but the matrix of measures should reflect the mix
of investment desired and an appropriate understanding of their development and business
cycle.

! see for example http://www.northjersey.com/news/after-companies-create-jobs-nj-cuts-funds-for-tax-breaks-
1.1272924?page=all
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C7. Institutional collaboration should be facilitated by an Incentive Working Group consisting of
members of various government institutions as well as corporate representatives. The
Working Group would advise legislators and staff on incentives, discuss specific incentive
policies, and could act as ombudsmen addressing concerns of corporate investors in incentive
application processes. This Working Group could serve as a coordination, consultation and
knowledge center for the State and the stakeholders.

C8. Holders of investment incentives should be held responsible to report within the standard
fiscal reporting system, even where “tax holiday” incentives exist. The Maine Revenue Service
and DECD must make an explicit effort to

coordinate both the provision of incentives and f&T’Matchmg funds from the Maine \
the Monitoring and Evaluation (M&E) process. Technology Asset Fund will enable the
C9. Areview of incentives and purge of non-compliant Laboratory to test and validate an
companies should take place every year with a full innovative concept and state-of-the-
fiscal review completed by an independent non- | @rtautomation equipment at our new

facility in Ellsworth. The new vivarium
i will create jobs in Maine and confirm

. JAX position as an industry leader for
the foreseeable future.”

bias third party on a biannual basis. The
independent party should be selected through a
bid process and only be open to entities
independent of the state government with the

resources to complete a truly neutral assessment | - Quote from Executive Vice President

of the programs. and COO Charles E. Hewett, Ph.D. on
C10. Programs that require fund matching should JAX Ellsworth Vivarium Pilot Project -

present clear guidelines for the types of matches $1.74m grant from MTAF and

allowed and should be reasonably consistent with administered by MTI

federal guidelines where possible. o, _)

C11. The state should establish and ensure fixed program durations to allow for regular
independent evaluation, assessing the program’s relevance and benefits. This requires the full
authority and capacity of the DECD or administering agency to do this and should be
implemented in its follow-up strategies.

The above recommendations provide a number of action items that can be implemented over time and
provide a better incentive screening, data collection process as well as institutional collaboration among
various government departments of the State of Maine.

General Recommendations
In addition to the items above, the following general observations on the effective role for incentives,
credits, and similar programs:

D1. Continually Examine and Refine Economic Development and R&D Strategy: It is important to
have a coherent strategy for growth, with a clear role for how incentives and similar programs
will emphasize comparative advantages of states or compensate for the lack of these
comparative advantages. As a result, the strategy for credits, incentives, and R&D assistance

nvestment Consulting
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would be in effect an operational expression of the state’s strategy for economic sustainability
and innovation.

Continue to Support Large Non-Profit Laboratories: Private, non-profit research institutions
are marquee institutions bolstering Maine’s reputation and also draw significant talent to the
state. They are economic drivers and help set the tone for a successful R&D climate in the
state. The institutions’ presence also positively impacts the overall presence of angel, venture
capital, and private equity involvement in the State.

Central Website and/or Guiding Organization: The state should construct a website which
allows the user to search by category and find the assistance programs for which the company
is eligible. Once those programs are returned, the site should direct link to the incentive
websites and provide full contact information for that group. In addition, an individual fluent
with the incentive program should be available by phone to walk companies through this
process or to do it for them should they request that level of service.

Improve Searchability for Information: Make sure to refer to programs consistently by their
correct name. In certain cases, the names for the same programs are similar but not identical.
This can make finding the correct program information difficult, especially if the name has
changed over time, which may confuse potential incentive applicants. Make sure all programs
accurately use metadata keywords and not exclusively use abbreviations so internet search
engines can effectively find the program information.

Improve Accuracy of Program Data Online: Ensure that programs have clear evaluation
criteria, clear program requirements, and clear purge requirements listed on the program
administrator’s website. This transparency of evaluation procedures was specifically noted as
an issue of concern for MTI.

Develop Central Storage for Reporting Documentation: To evaluate the incentive programs
going forward, it is necessary for the evaluating party to obtain as many recipient lists and as
many annual reports from as many incentive programs as possible. Legislative changes should
be made to allow the analyst team designated by the State of Maine to have full access to
program data as required.

Program Confidentiality: Legislative changes should be made to provide for full access to -
and evaluation of - program data as required, whether this is performed internally by a
program administrator, by a designated state agency, or by an independent evaluator under a
confidentiality agreement. There appears to be a particular challenge to obtaining data where
MRS administers part of a program for another economic development or R&D program
administrator. If this program data is made more directly available, the evaluator will be able
to request a much smaller subset of data from companies and obtain more accurate and
detailed information for analysis.

Work Collaboratively Across State Entities: Organizations, economic development
representatives, town and city leaders, and business leaders across Maine should work
together for the betterment of the state. In addition to positive collaboration, parties should
also avoid speaking negatively certain regions or organizations in conversations with outside
companies, consultants, or new organizations. The state and all of its partners should

positively showcase both its accomplishments and its forward efforts.
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D9. Understand Workforce Recruitment and Retention as an Economic Development Issue:
Retaining Maine’s talent and attracting new talent is as much as a factor in economic
sustainability and innovation as is attracting and fostering businesses. The University of
Maine’s recent efforts to recruit students from across New England is a useful first step. This
should be augmented with other efforts to keep this talent in state.

D10. Expand the Current Opportunity Maine Program: Expanding the current Opportunity Maine
program (at a lower credit rate) to include recruited employees with Associate’s and
Bachelor’s degrees who move to the state of Maine, pay taxes in the State of Maine, and work
in the State of Maine. As requested by the business community, consider expanding the
program to certain Master’s and Doctorate degrees for attracted employees with critical skills
needed by Maine businesses.

D11. Help Maine Residents Identify Future and Ongoing Career Paths: Students and older
transitioning members of the labor force both benefit from better understanding the needs of
the modern and emerging economy. Efforts may include working with schools to expose
students to non-traditional career paths where there is a great need for trained talent.
Likewise, it may be helpful to offer networking among industries with similar skill sets, so that
both companies and employees may adapt to changing requirements.

D12. Work with Businesses to Determine Greatest Educational Need: Businesses understand
where their greatest talent needs will be over the next few years. The state should work with
the businesses to help residents understand where future opportunities will lie, recruit into
appropriate education tracks, and train to the current and future employment needs in the
State of Maine.

D13. Business Retention: Consider adding a business retention program which would be tasked
with both ongoing relationships with Maine companies and immediate retention action when
required. Note that this program does not need to reside within DECD and may operate well
in a public private partnership setting.

D14. Consolidate Programs as Suggested in the Program Specific Recommendations Section:
Consider consolidating like programs administered by the same entity into one larger
program. As identified in the section above, many of the tax credit programs are very similar
or identical but geared towards a different type of company. These should be consolidated to
enhance applicability, impact, and efficiency.

Implementation
As a means for implementing a general recalibration of the State’s economic development and research
& development, we propose the following measures:

El. Develop a coordinating team of individuals to include members of the Executive branch, the
Legislature, and selected stakeholders to facilitate conversation and action on economic
development and research & development activities. The current project’s steering
committee may act as the core for this team.

E2. Confirm the State’s economic development goals and overall strategy, including a plan for
coordinating business establishment, growth, retention, and attraction. This plan should

aluatio
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contain a firm understanding of the State’s advantages and disadvantages, the profiles of
business types that this naturally attracts, and the motivations behind their location decisions.
It should also include an explicit identification of the organization which will act as the
coordinating entity for economic development activities and investments.

E3. Review the list of consolidation, expansion, reconfiguration, and elimination
recommendations made above. Work with the State legislature to make appropriate program
changes and also to implement new mechanism for reporting and for information sharing
between and among responsible parties within the government of the State of Maine.

E4. Develop (or alter) enabling legislation for the new (or repurposed) Centralized Coordinating
Agency for economic development activities and investments. This may take the form of
something similar to the model used by Enterprise Florida, or it may be an entirely new
concept. It may be created out of an existing organization or it may be new. Regardless, such
an organization is recommended.

These four measures should be taken alongside the State’s continuing efforts to analyze the
effectiveness of economic development and research & development programs in supporting Maine’s
continued economic sustainability and success. The current program — of which the current report is a
component — provides an important periodic opportunity to evaluate results and change tactics based
on data and on changing economic need.

ation of State Investment in Economic Development
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responsible for awarding and administering PTDZ must be given explicit training on the proper
application.

Change the requirements for personal equipment tax exemptions in the PTDZ program such
that equipment does not need to be operated by specified new employee so long as the
equipment benefits the entire company.

Rather than focusing on the 7 specific sectors to grow Maine, it may be more advisable for the
State to focus on growing all business sectors and supporting all successful businesses as a
strategy for developing a more diversified, resilient economy. Focusing on one industry may
not enhance economic sustainability and could instead mean that the state is not using the
money for the greatest positive effect.

Eligibility and Benefits of Programs

B1.

B2.

B3.

Any investment incentive program succeeds best in achieving its goals when it is clear, simple
and certain, and performance-based against pre-determined criteria.

All administrative processes should be as simple and clear as possible. It is important to
develop incentive frameworks that can be effectively administered and monitored. Simplicity
and clarity make compliance possible.

This clarity and transparency should be further applied to description and details on incentive
program websites.

Monitoring and Evaluation of Incentive Programs

C1.

c2.

C3.

4.

C5.

Economic development and R&D programs require easy to find documentation that includes a
clear statement of goals and outcomes, as well as clear evaluation and monitoring procedures.
Apart from assessing and measuring the investment incentive regimes, providing results and
information also enhances transparency, credibility and public accountability.

Economic development and R&D program administrators (specifically MTI) should follow up
with applicants to grant and credit programs when they either do not quality or are not
chosen to receive funding or credits. While not all companies will get accepted into all
incentive program, the debrief will help ease any frustration and negativity that unsuccessful
companies might otherwise associate with that loss.

The state should establish a standardized reporting tool for all economic development and
R&D program recipients. Reporting requirements should be clear, coherent and transparent.
These should be directly linked to the award and to the program’s conditional criteria.
Repercussions for non-compliance should be clearly spelled out in program legisiation, along
with the protocols for such sanctions.

The reporting tool should also provide a means for recipients to provide feedback to the state
on their own experiences on the utility and efficacy of the programs. Such measures may
include but not be limited to workforce readiness, program applicability and reporting,
program utility, and suggestions for improvement.

Once a company receives an incentive award, it is very important that the state continue to
honor the award until the award expires as stipulated in the program terms. Any award made
is recognized as a contract between the company and the state and needs to be honored as

N

fnvestment Consulting Associates (ICA)
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such. Other states have experienced significant backlash and company outmigration in similar
situations, such as was the case in New Jersey upon cancellation of payments for the Business
Employment Incentive Program (BEIP)’.

/ C6.  Notwithstanding the statements above, the State should also consider revising the metrics it

/ uses to evaluate the effectiveness of its research programs. Licenses, reputation, jobs, skills,

/ patents, and wage levels may all be factors, but the matrix of measures should reflect the mix

( of investment desired and an appropriate understanding of their development and business

cycle.

C7. Institutional collaboration should be facilitated by an Incentive Working Group consisting of
members of various government institutions as well as corporate representatives. The
Working Group will advise legislators and staff on incentives, discuss specific incentive
policies, and can act as ombudsmen addressing concerns of corporate investors in incentive
application processes. This Working Group can serve as a coordination, consultation and
knowledge center for the State and the stakeholders.

C8. Holders of investment incentives should be held responsible to report within the standard
fiscal reporting system, even where “tax holiday” incentives exist. The Maine Revenue Service
and DECD must make an explicit effort to coordinate both the provision of incentives and the

Monitoring and Evaluation (M&E) process.

C9. Areview of incentives and purge of non-compliant companies should take place every year
with a full fiscal review completed by an independent non-bias third party on a biannual basis.
The independent party should be selected through a bid process and only be open to entities
independent of the state government with the resources to complete a neutral assessment of

— —

the programs.

C10. Programs that require fund matching should present clear guidelines for the types of matches
allowed and should be reasonably consistent with federal guidelines where possible.

C11. The state should establish and ensure fixed program durations to allow for regular
independent evaluation, assessing the program’s relevance and benefits. This requires the full
authority and capacity of the DECD or administering agency to do this and should be
implemented in its follow-up strategies.

The above recommendations provide a number of action items that can be implemented over time and
provide a better incentive screening, data collection process as well as institutional collaboration among

various government departments of the State of Maine.

—> Rdol Hiogal He coma r‘rdcd"z'mb\SP.QC\\{S‘Q “ {')rPf}’f‘a ~S

Summary of Programs and Recommendations
The following is a summary of current and recommended new programs which includes a review of
general effectiveness and suggested changes. These are listed by the department or organization that

administers each program.

" See for example http://www.northjersey.com/news/after-companies-create-jobs-nj-cuts-funds-for-tax-breaks-
1.12729247?page=all

onsulting Associates (ICA)

valuation of State Investment in Economic Development
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Note that the following programs do not have specific recommendations as they represent local

implementation of Federal programs:

e EDA Economic Development Program;
e Community Enterprise Grant Program; and
e Downtown Revitalization Grant Program.

Likewise, the following programs included in the 2014 report have been removed from analysis as they

are now inactive or have been de-established:

e Maine Micro-Enterprise Initiative Fund;

e North Star Alliance Cluster Award Matching Fund (MTI);
e Jobs and Investment Tax Credit; and

e High-Technology Investment Tax Credit.

Department of Economic and Community Development

Both the Loring Development Authority and the Brunswick Naval Air Station Job Tax Increment
Financing programs are self contained and affect only the respective former military installations. While
these programs should be retained in place, they should be removed from the 2018 evaluation process.

Program Program Recommendation
Type

- Economic

‘ Development

Certified Media Production Tax Credit

' Maine Tourism Marketing Promotion Economic
Fund . Development
| !
‘ Maine Made - Maine Products | Economic Further build awareness
Marketing Program | Development | ® Consider incorporating a component of ‘
i this program that encourages Maine
} ! companies to use other Maine companies
' | for material, product, or input sourcing
3 ] where a local option exists :
! ; e Consider consolidation with Maine i
| — o ) e o Tourism Marketing Fund
| Maine International Trade Center Economic

- Development

Development




Program

| Business Ombudsman

Communities for Maine's Future

. -

.Loring Development Authority-

Maine féchnology Centers

Economic

Economic

Brunswick Naval Air Station Job Tax
Increment Financing

i Municipal Tax Increment Financing

| i

i Development Loans (MTI)

Economic

 Development

Foe
Q\,__ CONSULTING ASSOCIATES
Program Recommendation
Type
Economic
Development

Economic .
Development | e

Relatively low funded program

No economic development parameters,
hence difficult to review

Development

Development

Development

Econamic

Research &
Development

' Seed Grant Pragram (MTI)

. Equity Capital Fund (MTI}

| N
TechStart Program (MTI)

Phase 0 and Phase Il SBIR Application
awards plus TAP support (MTI)
Cluster Initiative Program (MTI)

Maine Technology Asset Fund (MTI)

| Development

' Marine Research Fund (MTI)— -

! Develo_pment

Development

Development

Deveklm_en_t

Research &
Research &
Research &
Development

Research &

Research & | o
Development e

Very low funding

- Fund, TechStart, and Phase 0 Programs
Research &

Research &

Consolidate into Seed Grant, Equity Capital
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Program Program Recommendation
Type

Maine Biomedical Research Fund {(MTI) | Research &
lgev_elc_)_pment_

Several common suggestions were received and should be considered regarding MTI programs. In
particular, program recipients strongly suggested that MTI programs require improved transparency in
the application process, additional follow up and suggestions for improvement to companies that did
not receive awards, and to develop a more simple and equal project evaluation process.

Several companies also noted that while MTI is nominally tasked with the role of supporting innovation,
there appears to be a subset of companies who have received multiple MTl awards over a number of
years. Put another way, there are concerns about the concentration of MTI funding and about the
fairness of the evaluation process. This is not a concern associated with one MTI director. Suggestions
to change this include modifying the evaluation process for companies applying for MTI programs.

Department of Economic and Community Development/ Maine Revenue Services

Program Program Recommendation
Type
ETIF Economic

Development

- Pine Tree Development Zones Economic

Development




Maine Revenue Services (MRS)

,'."- BWINVESTMENT

Due to MRS confidentiality requirements, there are transparency difficulties inherent in any program

which includes a tax rebate component. This is further compounded by issues with responsiveness on

MRS's part in responding to requests for data requested by program managers who should nominally be

allowed access to aggregated data. Those program managers are then subject to transparency scrutiny

for their inability to provide data they are unable to collect.

Program
Type

Program

Business Equipment Tax

Reimbursement Development |

Economic
Development

.Busin.ess Equipment Tax Exémption

Economic
Development

Sales Tax Exemptions (Manufacturing
Machinery , Equipment and Tangible
Personal Property) |

Economic

Development

Sales Tax Exemptions (Fuel and
Electricity for Manufacturing)

Sales Tax Exemptions (Products Used in | Economic
Agricultural and Aquaculture Development
Production, and Bait)

Sales Tax Exemptions (Commercial
Agriculture, Commercial Fishing, and
Commercial Wood Harvesting
Machinery and Equipment)

Sales Tax Exemptions (Machinery and
Equipment for Research)

tconomic
Development

Research &
Development |

Economic
Development

| Shipbuilding Facility Credit

Economic
Development

Credit for Rehabilitation of Historic‘
Properties

A \
yciates (ICA)

valu

of State Investment in Economic Development

2d for Maine DECD

R ||
Economic .

Recommendation

This program is no longer in effect for new
property and equipment acquired, but
there are ongoing participants.
Program continues modified as BETE

Retain in place
Consolidate into one overall Sales Tax
Exemptions Program

Retain in place

Consolidate into one overall Sales Tax
Exemptions Program - i
Retain in place

Consolidate into one overall Sales Tax
Exemptions Program

Retain in place
Consolidate into one overall Sales Tax ‘
Exemptions Program

Retain in place
Consolidate into one overall Sales Tax
_Exemptions Program

Eliminate Program or significantly alter it
so that it applies to a broad selection of
Maine’s shipbuilding community

Credit only applies to very large
shipbuilding facilities with more than 5,000
employees that do not qualify for BETE and
make more than $200,000,000 investment
Consider modify BETE rules to include alt
shipbuilding companies under current
BETE rules with current BETE caps

Not strictly applicable for economic
development purposes
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Program Program Recommendation
Type
Super Credit for Substantially Increased  Research & e Combine with RETC
' Research and Development ‘ [)evelopment A
l Research Expense Tax Credit (RETC) ' Research & e Combine with Super Credit B {
|

_ - jDevelopment_ . -

Finance Authority of Maine (FAME)

In general, FAME is a self sustaining organization with most of the funding coming from user’s fees and
interest rather than being wholly funded by the state. The programs are evaluated with clear end-of-
year reporting statistics with an eye towards fiscal stability. While it is important to review FAME
periodically, the programs are self sustaining and the internal annual evaluations are combined with

readjustments as needed.

Program Program Recommendation
Type

Economic

Development §

Commercial Loan Insurance Program
Economic Recovery Loan Program Economic
| Development

| .Me.ine Seed_Ce.;')'it;Irilﬁri\'v'estment Tax Economic
Credlt ) | Development
Reglonal Economic Development | Economic
Revolving Loan Program | Development
Linked Investment Program for Economic
Commercial Enterprises Development
Maine New Markets Capital Investment | Economic
Program | Development
Linked Investment Program for I Economic
Agriculture — L Development
Maine Economic Development Venture | Research &

} Capital Revolving Investment Program | Development
| (VCRIP)

Department of Economic and Community Development/ U.S. Department of Labor
Program Program Recommendation

Type 7
Economic
Development

Maine Manufacturing Extension
Partnership (MEP)
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Smali Business Administration/ Department of Economic & Community Deveiopment
Program Program Recommendation

| Type
Small Business Development Centers Economic
(SBDC) Development

Rural Development Authority
Rural Maine has several clearly identified problems including lack of access to reliable broadband, cell
coverage, and natural gas. Addressing these core infrastructure needs addresses may more directly

improve these economic opportunities.

Program Program Recommendation
Type
Commercial Facilities Development Economic e Determine ways of consolidating funding
Program Development and increasing flexibility to address core
_ _ S rural issues, including basic infrastructure |
Speculative Industrial Buildings | Economic e Determine ways of consolidating funding
Program - Development and increasing flexibility to address core

rural issues, including basic infrastructure i

Maine Community College System

Program Program Recommendation
Type

| Economic
Development

| Maine Quality Centers

Department of Defense

Program Program Recommendation
Type

Maine Procurement Technical | Economic

Assistance Center (PTAC) Development

lic Development
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state. The institutions’ presence also positively impacts the overall presence of angel, venture
capital, and private equity involvement in the State.

D3. Central Website and/or Guiding Organization: The state should construct a website which
allows the user to search by category and find the assistance programs for which the company
is eligible. Once those programs are returned, the site should direct link to the incentive
websites and provide full contact information for that group. In addition, an individual fluent
with the incentive program should be available by phone to walk companies through this
process or to do it for them should they request that level of service.

D4. Improve Searchability for Information: Make sure to refer to programs consistently by their
correct name. In certain cases, the names for the same programs are similar but not identical.
This can make finding the correct program information difficult, especially if the name has
changed over time, which may confuse potential incentive applicants. Make sure all programs
accurately use metadata keywords and not exclusively use abbreviations so internet search
engines can effectively find the program information.

DS. Improve Accuracy of Program Data Online: Ensure that programs have clear evaluation
criteria, clear program requirements, and clear purge requirements listed on the program
administrator’s website. This transparency of evaluation procedures was specifically noted as
an issue of concern for MTI.

D6. Develop Central Storage for Reporting Documentation: To evaluate the incentive programs
going forward, it is necessary for the evaluating party to obtain as many recipient lists and as
many annual reports from as many incentive programs as possible. Legislative changes should
be made to allow the analyst team designated by the State of Maine to have full access to
program data as required.

D7. Program Confidentiality: Legislative changes should be made to provide for full access to -
and evaluation of - program data as required, whether this is performed internally by a
program administrator, by a designated state agency, or by an independent evaluator under a
confidentiality agreement. There appears to be a particular challenge to obtaining data where
MRS administers part of a program for another economic development or R&D program
administrator. If this program data is made more directly available, the evaluator will be able
to request a much smaller subset of data from companies and obtain more accurate and
detailed information for analysis.

D8. Work Collaboratively Across State Entities: Organizations, economic development
representatives, town and city leaders, and business leaders across Maine should work
together for the betterment of the state. In addition to positive collaboration, parties should
also avoid speaking negatively certain regions or organizations in conversations with outside
companies, consultants, or new organizations. The state and all of its partners should
positively showcase both its accomplishments and its forward efforts.

D9. Understand Workforce Recruitment and Retention as an Economic Development Issue:
Retaining Maine’s talent and attracting new talent is as much as a factor in economic
sustainability and innovation as is attracting and fostering businesses. The University of
Maine’s recent efforts to recruit students from across New England is a useful first step. This
should be augmented with other efforts to keep this talent in state.

compren:
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Center for Law and Innovation - University of Maine Law School

Program Program Recommendation
Type

| Research &

Development

Maine Patent Program

Department of Agriculture/ Administered by FAME

Program Program Recommendation
Type

| Agricultural Marketing Loan Fund | Economic e Determine ways of consolidating funding |
Development and increasing flexibility to address core 1
agricultural issues, including basic §
_ | ‘ infrastructure
Maine Farms for the Future Grants Economic e Determine ways of consolidating funding
Development and increasing flexibility to address core
agricultural issues, including basic
l . S | infrastructure ]
Potato Marketing Improvement Fund | Economic e Determine ways of consolidating funding
. Development and increasing flexibility to address core
agricultural issues, including basic
_ e | infrastructure
Agricultural Development Grant Economic e Determine ways of consolidating funding
Program Development and increasing flexibility to address core
agricultural issues, including basic
infrastructure

i?e PN of :Ih‘(o " EXoa oy Q. QA q(‘ff\‘
General Recommendations

In addition to the items above, the following general observations on the effective role for incentives,
credits, and similar programs:

D1. Continually Examine and Refine Economic Development and R&D Strategy: It is important to
have a coherent strategy for growth, with a clear role for how incentives and similar programs
will emphasize comparative advantages of states or compensate for the lack of these
comparative advantages. As a result, the strategy for credits, incentives, and R&D assistance
would be in effect an operational expression of the state’s strategy for economic sustainability
and innovation.

D2. Continue to Support Large Non-Profit Laboratories: Private, non-profit research institutions
are marquee institutions bolstering Maine’s reputation and also draw significant talent to the
state. They are economic drivers and help set the tone for a successful R&D climate in the

stment in Economic Development
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Appendlx A - Deflmtlons

Angel Investors

Applied reseaﬁrﬁc“n”

Basuc Research
Commercialization
Entrepreneurship

EPSCoR

Industry Cluster

Innovation

Definition
Individuals who back emerging entrepreneurial ventures, sometimes as a bridge to ‘
venture capital. Funding levels typically range from $50,000 to $2 million. Usually
successful, sophisticated business people but the term can apply to all individual
| investors in a company regardless of business experience. i
Original investigations undertaken in order to acquire new knowledge but are
directed primarily towards a specific, practical aim or commercial objective.
Experimental or theoretical work undertaken primarily to acquire new knowledge
" of the underlying phenomena and observable facts, without any particular
; application or use in view. -
i Sequence of actions necessary to achieve market entry and general market
competitiveness of new innovative technologies, processes, and products. |

| The art or science of innovation and risk- taking for profit in business; the quahty of
| being an entrepreneur. i

Experimental Program to Stimulate Competltlve Research is a afederal program to
assist those states that have historically received lesser amounts of federal R&D
spending and have demonstrated a commitment to develop their research bases |
and to improve the quality of science and engineering research conducted at their l
| universities and colleges. Maine has been a member of EPSCoR since 1980.
Groups of competing, collaborating and mterdependent businesses working in a
common industry and concentrated in a geographic region. Clusters draw on

| shared infrastructure and a pool of skilled workers and represent the specialization g

- and comparative advantage of the region. ‘

{

radical and revolutionary changes in thinking, products, processes, or
organizations. A distinction is typically made between invention, an idea made

|

: mamfest and innovation, ideas applied successfully

Invention
License
NAICS

Open Innovatlon

. Tar&tedﬂ '
Technologies

Tech nology
Transfer

stment Consulting Ass

rehensive Evaluati

" The creation of a new technology, item, or process, as opposed to its appllcatlon in
wndespread use. 4
: A legal agreement where an owner of a technology allows another organlzatlon to
use or develop that technology in return for consideration.

| Stands for North American Industry Classification System. !

A paradlgm that assumes that firms can and should use external ideas as well as

internal ideas, and internal and external paths to market, as the firms look to

advance their technology.

Established in statute - 5 MRSA Chapter 407 - bnotechnology, aquaculture and

marine technology, composite materials technology, environmental technology,

| advanced technologies for forestry and agriculture, information technology and

precision manufacturing technology. y
The transfer of the commercialization rlghts fora technology from the orlglnator
to another organization, typically private. Also involves the legal protection of

| intellectual property.

A new way of doing something. It may refer to incremental and emergent or i
{
~
|

ociates (ICA)
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Appendix B — List of Abbreviations

Acronyms and definitions used in this report

ADM Aerospace, Defense and Marine

CBA | Cost-Benefit Analysis

CEO Chief Executive Officer

DC | District of Columbia

EDO | Economic Development Organization

FDi | Foreign Direct Investment

GDP Gross Domestic Product

HQ | Headquarters

ICA Investment Consulting Associates

ICT | Information and Communication Technology

IPA | Investment Promotion Agency

IRR Internal Rate of Return

IT Information Technology

ITT Information Technology and Telecom
| MNE . Muitinational Enterprise

NAFTA . North American Free Trade Association

NPV Net Present Value

R&D _ Research and Development

RDD Research, Design and Development

us United States

USD | United States Dollar

VAT | Value Added Tax

Lead agency acronyms and full program names used in this report

Lead Agency Full Program Name

Acronym '

DECD | Maine Department of Economic and Community Development
| MTI 7 Maine Technology Institute

DOL ) | Department of Labor
| FAME . | Finance Authority of Maine

MRDA or RDA | Maine Rural Development Authority

MITC Maine International Trade Center

MCED V 7 Maine Center for Entrepreneurial Development

REDC ; | Regional Economic Development Corp -

MpPP | Maine Patent Program

MRS | Maine Revenue Services

CDBG B Community Development Block Grant program

LDA ] . Loring Development Authority program

MTC B Maine Technology Centers

SBIR Small Business Innovation Research

STTR - ) Small Business Technology Transfer

SBA Small Business Administration loan prograrﬁi

ETIF | | Employment Tax Increment Financing

PTDZ N Pine Tree Development Zone

Investment Consulting Associates (ICA)

mprehen Evaluation of State Investment in Ec nic Development

Prepared fo
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Lead Agency Full Program Name
Acronym
BETR | Business Equipment Tax Reimbursement
Iic ) | Jobs and Investment Tax Credit =0
| VCRIP Maine Economic Development Venture Capital Revolving Investment Program
MEP B | Maine Manufacturing Extension Program
SBDC | Small Business Development Centers
MPTAC or P'TAC ' Maine Procurement Technical Assistance Center
AMLE Agriéultural Marketing Loan Fund
PMIF Potato Marketing- Improvement Fund

Comprehensive E nvestiment in mic Development

Prepared for Maine DECD
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Appendix C — Programs Identified for Evaluation

Economic Development Programs
e Department of Economic and Community Development
o Certified Media Production Tax Credit
o Economic Development Program - FEDLRAL
o Maine Tourism Marketing Promotion Fund
o Community Enterprise Grant Program - FEDERAL
o Maine International Trade Center
o Downtown Revitalization Grant Program - FEDERAL
o Business Ombudsman
o Communities for Maine's Future
o Loring Development Authority
o Maine Technology Centers
o Brunswick Naval Air Station Job Tax Increment Financing
o Maine Made - Maine Products Marketing Program
o Municipal Tax Increment Financing
o Maine Micro-Enterprise Initiative Fund — INACTIVE/CLOSED
¢ Department of Economic and Community Development/ Maine Revenue Services
o ETIF
o Pine Tree Development Zones
* Maine Revenue Service (MRS)
o Business Equipment Tax Reimbursement
o Sales Tax Exemptions (Manufacturing Machinery , Equipment and Tangible Personal
Property)
o Sales Tax Exemptions (Fuel and Electricity for Manufacturing)
Business Equipment Tax Exemption
o Shipbuilding Facility Credit
o Sales Tax Exemptions (Products Used in Agricultural and Aquaculture Production, and
Bait)
o Sales Tax Exemptions (Commercial Agriculture, Commercial Fishing, and Commercial
Wood Harvesting Machinery and Equipment)
o Jobs and Investment Tax Credit - INACTIVE/CLOSED
o Credit for Rehabilitation of Historic Properties
e Finance Authority of Maine (FAME)
o Commercial Loan Insurance Program
Economic Recovery Loan Program
Maine Seed Capital Investment Tax Credit

O O O

Regional Economic Development Revolving Loan Program
Linked Investment Program for Commercial Enterprises

o}

1500 tion of e Investment in Economic Development

Prepared for Maine DECD
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o Maine New Markets Capital Investment Program
o Linked Investment Program for Agriculture
e Department of Economic and Community Development/ U.S. Department of Labor
o Maine Manufacturing Extension Partnership (MEP)
e Small Business Administration/ Department of Economic And Community Development
o Small Business Development Centers (SBDC)
e Rural Development Authority
o Commercial Facilities Development Program
o Speculative Industrial Buildings Program
e Maine Community College System
o Maine Quality Centers
e Department of Defense
o Maine Procurement Technical Assistance Center (PTAC)
¢ Department of Agriculture
o Agricultural Marketing Loan Fund
o Maine Farms for the Future Grants
Potato Marketing Improvement Fund
Agricultural Development Grant Program

Research and Development Programs

e Department of Economic and Community Development
o Cluster Initiative Program (MTI)
o Development Loans (MTI)
o Seed Grant Program (MTI)
o Equity Capital Fund (MTI)
o TechStart Program (MTI)
o Phase 0 and Phase Il SBIR Application awards plus TAP support (MTI)
o North Star Alliance Cluster Award Matching Fund (MTI) — INACTIVE/CLOSED
o Maine Technology Asset Fund (MTI)
o Marine Research Fund (MTI)
o Maine Biomedical Research Fund (MTI)

e Maine Revenue Service (MRS)
o High-Technology Investment Tax Credit — INACTIVE/CLOSED
o Sales Tax Exemptions {Machinery and Equipment for Research)
o Super Credit for Substantially increased Research and Development
o Research Expense Tax Credit

e Finance Authority of Maine (FAME)
o Maine Economic Development Venture Capital Revolving Investment Program (VCRIP)

e Center for Law and Innovation - University of Maine Law School

o Maine Patent Program
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