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Overview

Begin with the national picture — lowa needs the
nation and the rest of the world to be healthy for it to
be healthy — they buy our stuff!

A look at lowa’s recent economic performance — we
have many plusses but there are worrisome trends,
issues, and situations

Our demographics
Our January surprise!

A look at state and local economic development policy,
consequences, and conundrums associated with TIF






U.S. nonfarm jobs continue to rise
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But, long term unemployment is
still too high

Seasonally adjusted, 1990-2016
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Number working part-time but desiring
full-time work is getting better

Numbers in thousands
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Gap between unemployed and job
openings continues to improve
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U.S. Employment Change, 2008 to 2015
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Inflation is very tame

Inflation Index:
(January 2000 = 100)
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But, and this is important, real wages
have not grown until recently

* Nationally, annual payrolls grew an average of
1.15 % in excess of inflation between 2001
and 2007.

* From 2007 through 2015, national payrolls
have realized inflation-adjusted growth 0.68%
annually.

 And it is payroll that drives consumption, and
it is consumption that drives 2/3@ of our
economy
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IOWA'’S RECOVERY HAS BEEN
UNEVEN!



Cumulative Losses / Gains

Months to Recover All Previous Employment in lowa From Recession-

Related Contractions Beginning in ...
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How does lowa look? Payroll jobs

FRED ~#7 = All Employees: Total Nonfarm in lowa
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lowa Job Growth, January 2011 to October 2016

«==Cumulative Net Job Change (Official Number)
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lowa Employment Change, 2008 to 2015
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Total Employment Change by Metro /
Non-Metro (2008 = 1.0 or 100%)

1.10 -
]"05_ 1.05
» 1.04
& 1.01
1.00 -
=$=State
\ 1 '. «wMetro
0.95 - - ' \' — 2=Nonmetro
550 0.94
0.85

2008 2009 2010 2011 2012 2013 2014 2015 2016



1S

=10

=05

1.00

895

0.90

Job Growth Among lowa's Metropolitan Areas, 2010-2016:

2010 =1.0 or 100%

1.14

112
11

1.09
1.08

=t 1.06

. A/é

1.05

1.02

2010

2011

2012

T T T T

2013 2014 2015

2016 est

=¢=State of lowa

=@=Ames

=»=Cedar Rapids

=>eDes Moines / W. Des Moines
=e=Dubuque

=®=|lowa City

«===Sjoux City

«===\Naterloo



Metro / Nonmetro Performance
Differences are Stark

lowa Metro and Nonmetro Job and Population
Change, 2008 to 2015
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lowa Micropolitan Core County Job Change,
2008 to 2015
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lowa's Current Occupational Education Needs
Compared to the U.S.

Bachelor's degree 54,093

Doctoral or professional degree 16,075

Associate's degree 13,616

No formal educational credential 6,235

Master's degree 555

Some college, no degree 5,412

Postsecondary nondegree award 14,680

High school diploma or equivalent 70,481



OUR KEY DEMOGRAPHICS



Pop Quiz: Guess lowa’s Rankings

6th  oldest by percentage over age 65

18th oldest by median age of the population

30th _ fastest growing this decade

soth  fastest growing last century

8th most educated by percentage with at
least a H.S. diploma

36th  most educated by percentage with a
bachelors degree or higher




What are the major demographic
dynamics in lowa?

An aging population

Young adult outmigration

Rural depopulation / urbanization

Broad socio-economic well-being of lowans
Diversity



Population Change in lowa and lowa Counties by Level of
Urbanization, 2010 to 2015
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Young Adult Population Change by Level of
Urbanization,2010 - 2015
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Natural Population Change, 2010-15

+ 1Red Dot = Loss of 10

Prepared by Liesl Eathington, Department of Economics, lowa State University + 1Blue Dot = Gain of 10
Source data: U.5.Census Bureau (March 2016)




Natural Population Change, 2010-15 + 1Red Dot = Loss of 10

Prepared by Liesl Eathington, Department of Economics, lowa State University + 1Blue Dot= Gainof 10

Source data: U.5.Census Bureau (March 2016)
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Net International Migration, 2010-15

Prepared by Liesl Eathington, Department of Economics, lowa State University
Source data: U.5.Census Bureau (March 2016)
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Net Domestic Migration, 2010-15

Prepared by Liesl Eathington, Department of Economics, lowa State University
Source data: U.5.Census Bureau (March 2016)
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Total Population Change, 2010-15 + 1Red Dot = Loss of 10

Prepared by Liesl Eathington, Department of Economics, lowa State University + 1Blue Dot= Gainof 10

Source data: U.5.Census Bureau (March 2016)



OUR JANUARY SURPRISE



What’s Wrong?

Apparently functioning economy with
headwinds in the farm sector

Yet, maybe a $110 million plus shortfall

Commercial and industrial property tax cuts
plus a range of other tax offsets are >5430
million

But we all knew that when the budget was put

together last year, so blaming what we knew
we were going to spend can’t be what’s wrong



My contention that the current state fiscal
crisis is an administrative / political error

* Using BEA data that would have been available at
the beginning of the 2016 legislative session, and
considering the previous 8 quarters of data, ...

— Average year over year total personal income growth
was 3.1%

— Average year over year nonfarm earnings growth was
4.7%

— Average private nonfarm earnings growth was 5.0%

 Yet the state of lowa assumed rates of income tax
collections (7.2%) significantly in excess of that




Total Personal Income and Selected Components, IA: Year Over Year
Changes, Quarterly Data
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lowa’s Revenue Forecast Last Year Was VERY

Optimistic (as might be the re-estimate)

REVENUE ESTIMATING CONFEREMNCE
ESTIMATE OF GEMERAL FUND RECEIPTS

December 12, 2016
{$ in millions)

% Change 10116 REC =% change 126 REC % change
ETiS FY16 FY 16 At vE. EYir FY 17 Est ve. YT FY 17 Est ve.

ACTUAL ACTUAL Frisad ESTIMATE Evicac ESTIMATE Erisad

TAX RECEIPTS

Perzonal Inc. Tax 42073 43555 3.5% 4 66T .5 2% 4 6081 5.8%
SalezUsze Tax 27530 2305 21% 28022 3.3% 2.864.7 1.9%
Corporate Income Tax 57T6.3 5205 0.7 530.5 2.05% 5314 21%
Inheritance Tax a7r.0 91.8 5.0% ar.7 6.4% 821 -10.6%
Insurance Premium Tax 109.6 119.7 9.2% 115.4 -3.6% 118.7 -0.5%
Cigarette Tax a0 0.0 0.0% 0.0 0.0% 0.0 0.0%
Tobacco Tax 0.0 0.0 0.0% .0 0.0% 0.0 0.0%
Beer Tax 14.5 141 -2 8% 141 0:0% i o 0.0%
Franchize Tax 46.9 524 11:1% L2 0.45% 439 5.1%
Mizcellansous Tax 1.4 1=5 T 1% i 0.0% 15 0.0%
Total Tax Receipts T, 79680 79657 2.2% 8,381.5 5.2% 88,2605 3.8%




TAX INCREMENT FINANCING -
WHERE TO START?



What is Government’s Conventional Role
in Economic Development?

Ours is a market society, and we broadly agree that
market processes results in the efficient allocation of
goods and services across most categories.

Markets do fail, however. They do not provide an optimal
amount of public goods, which necessitates the layers
of governments that serve us to provide:

— Public education

— Protection and court services

— Critical infrastructure

— Environmental and health regulation

— In short, activities that promote the health, safety, and
welfare of the population



Generally Speaking, State & Local
Governments

Governments provided common infrastructure that
supports commercial and residential activity and
settlement

Use land use powers to spatially allocate commercial
activity

Governments develop human capital through their
educational institutions

Governments enact rules and regulations that
determine acceptable regional activities

Governments address clear market failures like slum
and blight to safeguard both economic and social
conditions in an area



Brief History

TIF originally an urban renewal (slum and blight
eradication) tool — required urban renewal plan and a
public deliberation and approval process

Revised in 1985 to allow mere “economic development” to
be a foundation for TIF authority — Economic development
was classified as an “essential” corporate purpose.

Started small, but soon gained in popularity

Over time, we have seem examples of exemplary,
responsible use as well as egregious and irresponsible use

Bottom line: IA has very liberal TIF process allowances with
a minimum of local accountability built in

Because they are easy to use, they tend to be over-used.



Assessed Valuation
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Current TIF Statistics

340 lowa cities currently have TIF valuations from
which taxes are collected.

lowa had $100.55 billion in taxable valuation in its
municipalities in 2015. $9.42 billion (9.4%) was
sequestered in TIF districts and unavailable for local
government general fund uses.

Cities with TIF authority account for 93% of municipal
valuations

2/3" of city TIF valuations are contained in just 30
cities (averaging $208.5 million per city)

All remaining 310 cities with TIF valuation averages
$10.23 million per city.



TIF Dependence Sorted Highest to Lowest as a Percentage of All
Taxable Valuation, Fiscal ‘17
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Tax Increment Financing Sorted by Valuation, Fiscal 2017

TIF as a
Percentage of

TIF as a
Percentage of

City TIF Valuation $  Total Valuation City TIF Valuation $ Total Valuation
Des Moines 684,785,234 9.1% Le Claire 142 357 837 58.5%
Coralville 676,604,278 42.3% Clive 139 957 976 9.6%
West Des Moines 444,016,337 9.3% Waukee 181 350 731 15.6%
Dubuque 367,989,395 13.5% Spirit Lake 122,314,713 35.7%
Sioux City 357,865,957 12.5% Pleasant Hill 106,122,319 18.5%
Altoona 329,959,469 35.6% Marion 103,565,885 6.9%
Cedar Rapids 295,494,849 4.7% Council Bluffs 98,171,483 3.7%
Cedar Falls 286,407,647 15.3% Nevada 89,830,846 32.2%
Urbandale 230,220,914 8.0% Norwalk 79,451,686 18.9%
Waterloo 229,899,157 9.2% Burlington 76,961,624 10.1%
Ankeny 229,889,792 7.9% Grinnell 74,945,040 22.9%
Johnston 185,211,094 13.3% Asbury 73,346,902 31.6%
Davenport 172,747,044 4.1% Sioux Center 72,900,993 21.7%
Le Mars 159,867,335 31.1% lowa City 72,650,838 2.1%
North Liberty 154,566,045 16.9% Huxley 72,554,015 50.7%
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THANK YOU
..... QUESTIONS???



