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Economic Development Policy Update

Briefing Purpose:

= Economic Conditions: 2003 vs 2017

= Chapter 380 Policy Performance

= QOverview

» Revision Resolution 20170302-034

= Revision: Potential Scope

= Revision: Engagement Process

= Revision: Program Gaps & Community Values
= Next Steps

= Questions, Discussion & More Information
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Presenter
Presentation Notes
Today’s briefing will cover:

Economic Development Principles
Economic Conditions: 2003 vs 2017
Chapter 380 Policy Performance
Overview
Gaps
Revision Resolution 20170302-34
Revision: Potential Scope
Revision: Engagement Process
Revision: Next Steps
Questions, Discussion & More Information



Economic Conditions: 2003 vs 2017
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Photo credit: Jay Janner photos / Austin American Statesman, View from ACL Fest: left, October 2004. Right, October 2012

2003 2017
Economic Conditions: Economic Conditions:
. Austin vulnerable to dot-com bust =  Austin’s prosperity decreases affordability & equity
= January 2003 Unemployment Rate: 6.2% (from (rise in poverty)
historic low November 2000 1.8%) =  August 2017 low Unemployment Rate 3.1%
. 17,000 local tech jobs lost = Austin ranks high on both “good” and “bad” lists
. FY 2002-2003 City Budget General Fund reduced by (Good = Best Places to Start a Company, Bad =
$31M due to lost sales tax Worst Traffic)
Chapter 380 Policy: Future of Chapter 380 Policy:
=  Prosperity-Focused =  Equity-Focused
. Attracted leading industries & large, established = Supporting both large and small business, diversity of
companies industries, and enterprises that support local
= Job creation focused on highly-educated/skilled identity/culture.
workforce (high wages) = Job creation focusing on middle-skill, hard-to-employ,

low-income workers

* GLOBAL BUSINESS EXPANSION

{ 7 CITY OF AUSTIN
)


Presenter
Presentation Notes
Economic Conditions in 2003 versus 2017 provide the backdrop for the evolution of the City of Austin’s Economic Development Policy (or Chapter 380 Policy).  Many who have lived here during that time agree that Austin today looks quite different than it did in the early 2000s.  The economic conditions of 2003 revealed Austin’s vulnerability to the dot-com bust, by an industry portfolio heavily weighted in tech that resulted in peak unemployment at 7.1% and a surplus of available commercial office sublease space.  Business growth slowed, projects stalled, the labor force struggled and the market suffered the affects of the trickle down of those conditions.  The economic development policy that was put in place aimed to bring life back to the Austin economy and did just that by focusing on the creation of prosperity, and attracting large, established companies that hired the highly-skilled talent needing jobs in their field.  

Prosperity, indeed, was achieved.  However, the economic divide continues to widen today as prosperity continues. The price of shrinking affordability, decreasing equity and rising poverty and displacement threatens to erode Austin’s competitive position and growth trajectory. With a low 3.1% unemployment rate and a tight office market indicating signs of strength on its face, the revised economic development policy seeks to even out the swing of the prosperity pendulum to allow for equitable prosperity across the demographic spectrum. The new policy seeks to focus on creating equity, supporting a wide range of businesses including small, creative and large businesses as well as those that support local identity, well-being and place-making.  Job creation focuses on middle-skill and low-income workers to allow equitable prosperity for the economically disadvantaged. 
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22 incentive agreements, 4 completed projects

9 active agreements

Chapter 380 Policy and Program Performance

Projects incentivized since 2010 resulted in estimated 239% ROI for the City of

Austin

Hanger, Visa and HID Global have each invested over 160% of their required
investment. Other contracts include:

Domain

Incentivized first phase
of mixed-use (retail and
residential) development
on abandoned industrial
site

Two subsequent phases
developed resulting in
significantly increased
tax base

Samsung

Required investment
achieved more than 10
years ahead of
schedule

Hundreds of smaller
businesses engaged
with Samsung
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Apple

Compliance “dry run”
established best
practice

Phase 2 completed 8
years ahead of
schedule

Job creation in Year 1
was 123% of
requirement
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Presenter
Presentation Notes
Many of you may be familiar with leveraging state and federal programs to provide opportunities for middle income and economically disadvantaged individuals in Austin. Austin’s City Council nominated three projects for the Texas Enterprise Zone Program and has approved seven expansion loans for small businesses. Council has supported the growth of creative jobs by leveraging our Creative Content Program and the Austin City Council was the first in the State of Texas to designate a Media Production Development Zone to nominate the expansion of a local video game development company. The City of Austin’s use of these programs has secured hundreds of thousands of dollars in private investment, and has created and retained thousands of jobs. 

Here are a few high-level performance measures to consider: 22 incentive agreements, 4 completed projects, 9 are currently active including the most recent investment project with Merck approved this past spring.  Projects incentivized since 2010 resulted in an estimated 239% return on investment for the City of Austin and a few key projects have already exceeded their minimum requirement investments, such as Hanger, Visa and HID Global.  Other projects include the Domain, Samsung, and Apple, all of which have had significant impact on the growth and development of Austin’s economy. 

Chapter 380 projects succeed in achieving industry diversification, as well as economic vitality, competitiveness and sustainability. 


Chapter 380 Policy and Program Overview

Since 2003, the policy has added 15 resolutions and ordinances. Examples
include:

= Compliance with MBE/WBE Ordinance for construction and commodity
purchases (Resolution 20120112-058)

= Third party verification of EDD’s compliance review (Resolution 20071206-049)

= Incentives not available for mixed-use development projects having a retail
component (Ordinance 20090312-005)

= Increase public review time and formalize use of WebLOCI as Cost/Benefit
Analysis tool (Ordinance 20091001-011)

= Intent to locate in high transit development and transportation hubs
(Resolution 20100311-036)

= Construction worker safety and wage requirements, living wage, health
insurance for employees and their dependents, including domestic partners
(Resolutions 20080605-047, 20090806-037, and 20131024-056)

= Review and possible adjustment related to property tax protests
(Resolution 20141211-221)
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Presenter
Presentation Notes
Since 2003, the Chapter 380 policy has added 15 resolutions and ordinances on top of the original policy.  Examples include those you see here.  

Many of these ordinances help protect the values identified within the context of the 2003 policy that had the sole intention to create prosperity, making it difficult to apply these same requirements to projects needing assistance in today’s economic conditions.



Chapter 380 Revision Resolution 20170302-034

Resolution Summary:

" Increased community benefits, including, but not limited to:

= Community benefits identified in the current policy, including the provision of jobs that pay no less
than the city’s adopted living wage or prevailing wage, domestic partnership benefits, and other
provisions that promote the well-being of workers;

" Creation of middle-skill jobs-
. in targeted occupations identified by the Community Workforce Master Plan,

" support for job training and paid internships or apprenticeships in targeted occupations,

= located within Imagine Austin Activity Centers, Job Centers, or Activity Corridors in the
Eastern Crescent

" or providing better employment opportunities for those in the Eastern Crescent.

" Increased employment among populations that are hard to employ;

" Increased access to goods and services in communities that are traditionally underinvested, including, but not
limited to, healthy food options in the Eastern Crescent;

" Increased availability of affordable commercial space for local small businesses, including the creative sector;
" Development of vibrant, mixed-use commercial corridors;
. Leverage of public investments to improve positive health outcomes for low-income Austinites;

" Retention of local small business employers struggling to survive and stay in Austin.
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Presentation Notes
Austin’s most pressing needs were laid out in the council resolution passed in March calling for the stakeholder consultation process to provide recommendations for Council to consider revising it’s current Chapter 380 policy. 

Three themes can be unpacked from this Resolution:

Preserve Recruitment
Remain responsive to current conditions 
Ability to shift emphasis on different interests at different times
Needs of the community shifts the weights

Develop/Expand Tool Box
Creation of new tools that achieve a specific purpose – we aren’t limited to one!
Creative Content Incentive Program
Development of a business expansion incentive, goodwill incentive, intellectual property, workforce development 

3)   Assess Regularly/Establish Consistency 
Respect for the process from clients but not from decision makers
Potential for shoving extra stuff into the details of the arrangement
Process that instills confidence and consistency

In addition to these council-identified priorities, it is also imperitive that the policy be revised, simplified and separates the policy values with the policy process for implementation.  This will streamline projects and allow for flexible, agile programs to better impact and reflect Austin’s current needs without being weighed down by over-bearing policy requirements.


Chapter 380 Revision: Potential Scope

LOCAL GOVERNMENT CODE
TITLE 12. PLANNING AND DEVELOPMENT
SUBTITLE A. MUNICIPAL PLANNING AND DEVELOPMENT
CHAPTER 380. MISCELLANEOUS PROVISIONS RELATING TO
MUNICIPAL PLANNING AND DEVELOPMENT

Sec. 380.001. ECONOMIC DEVELOPMENT PROGRAMS. (@)
The governing body of a municipality may establish
and provide for the administration of one or more
programs, including programs for making loans and
grants of public money and providing personnel and
services of the municipality, to promote state or
local economic development and to stimulate business
and commercial activity in the municipality.
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Presentation Notes
The potential within this new Chapter 380 framework expands across new territory for programs not previously employed by the City of Austin, however are available in the Chapter 380 local government code for the governing body of a municipality to establish and provide for the administration of one or more programs, including programs for making loans and grants of public money and providing personnel and services of the municipality, to promote state or local economic development and to stimulate business and commercial activity in the municipality.

By fully leveraging grants and loans through the Chapter 380 policy, the City of Austin could create new potential impacts on each of the priorities set forth in the council resolution.



Chapter 380 Revision: Potential Scope
LOANS

SMALL SMALL
WORKFORCE BUSINESS/ WORKFORCE BUSINESS/

DEVELOPMENT | ENTREPRENEURS i DEVELOPMENT | ENTREPRENEURS

REAL ESTATE SOCIAL CREATIVE BUSINESS SOCIAL
DEVELOPMENT ENTERPRISE SECTOR RECRUITMENT ENTERPRISE

BUSINESS REAL ESTATE BUSINESS
EXPANSION DEVELOPMENT | EXPANSION

GRANTS
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Presenter
Presentation Notes
By fully leveraging grants and loans through the Chapter 380 policy, the City of Austin could create new potential impacts on each of the priorities set forth in the council resolution.

You can see here that we currently operate within a limited area of what the policy allows for (with the exception of a few programs we currently operate through federal funding, such as Family Business Loan Program and Workforce Development grants.)


Chapter 380 Revision: Engagement Process

Council Resolution passed calling for Ch. 380 revision

Public Community Conversations Conducted

e 8 Sessions (varying districts)

* 450 Invitees, 240 total attended, 160 unique attendees
« Stakeholder/Public Survey
« Translated into Spanish, hard copies available
 Completion average (to date): ~90%

« Responses (to date): 82
» Best Practice & Feedback Analysis

e« Economic Development Community Leaders Session
e 32 participants, 6-hour workshop
 Boards & Commissions Presentations

» Consultant Review & Draft Policy Recommendations

e Council Presentation
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Presentation Notes
So far, the public engagement process has been positive, reaching community members, leaders and representatives from a wide range of disciplines, geographies and districts.  In March, a Council Resolution was passed calling for Ch. 380 revision . In June: 8 Public Community Conversations were conducted  (260 attendees/160 unique attendees, providing a total of 2,482 comments received)

Our methodology for community engagement was to invite individuals, business owners, membership organizations, and leaders in both the public and private sector to participate who will have a direct influence on (and could potentially benefit from) the “widening” of the current Chapter 380 program.  7 sessions plus a kick-off event were conducted in keeping with the themes contained in the resolution:

Business Recruitment
Business Expansion
Small Business
Creative Sector
Workforce Development
Real Estate
Social Enterprise

Leading the week of sessions was a Kick-Off meeting held in Council Chambers.  The Mayor provided his perspective on prioritizing middle-skill jobs to the economically disadvantaged, a focus on developing health and prosperity in the eastern crescent, addressing affordability city-wide, and creating neighborhoods with cohesive work/live/play options for all residents.  Following the Mayor, Jon Hockenyos from TXP Consulting presented the history of the Chapter 380 policy in Austin and how it’s evolved over the last 14 years, poised for revision.  We invited all participants to attend as many sessions as they desired, where attendees would learn about each area (current programs, limitations and potential for a program development within each of the subject areas.) Following that, facilitators, scribes and other volunteers helped to pose 4 questions to the small groups where they discussed and composed their individual feedback. Staff closed the meetings by providing additional options for attendees to give feedback and outlined the process going forward. Attendance for each session ranged from 7-90 people with a total of 160 unique participants, 260 total. 

A few weeks ago, the EDD department launched a public survey to run throughout the rest of the stakeholder consultation process.  We have also released an invitation to convene ~40 community leaders to help prioritize the feedback collected during the first phase of community outreach. Concurrent to the Survey and Community Leaders discussion will be an in-depth analysis of community feedback and development of a Best Practice report where we may find some models for these types of programs in other cities.

July: Public Survey Launched (English, Spanish + hard-copies)
August: Best Practice & Feedback Analysis
September: Community Leadership Session (~40 attendees expected)
September/October: 20+ Boards & Commissions Presentations



®)

| Chapter 380 Revision: Engagement Process

[ Resolution ]

|

[ Community Feedback/Input - Values ]

|

[ Value Summary J

|

[ SME’s Analyze & Prioritize J

|

Survey Results )—b[ Consultant HPolicy RecommendationsJ
Best Practice ]—’

Analysis
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Presenter
Presentation Notes
We started with a Resolution passed in March of this year by Austin’s City Council that called for a stakeholder consultation process and develop recommendations for revising the City’s economic development incentives policies, including:
a thorough examination of the full range of incentive agreement options and tools (job-based, investment-based and place-based incentives)
Innovative financing mechanisms 
Potential matching funds from public, private or non profit entities

That result in:  More equitable and inclusive economic opportunities and improved, positive health outcomes for all Austinite's (and that align with Imagine Austin comprehensive plan.

For each of the tones contained in the resolution, we collected feedback and summarized the sentiment in each area.

Then, we asked our subject matter experts to analyze and prioritize that community feedback and apply a filter through which we create a more concise, practical application of those values in a workable policy.

We’ll then provide that feedback to our consultant, alongside our public survey results and a Best Practice Analysis that will help inform recommendations for a revised policy.



Chapter 380 Policy and Program Gaps

Equity & Affordability
= Lack of job opportunities for the economically disadvantaged
» Lack of skilled workforce and skillset development programs

= Small, local, creative, cultural and heritage businesses suffer from lack of
access to affordable space and financial stability

= Major entry barriers for large-scale projects that could bring middle-skilled
jobs

» Lack of housing options pressing middle-class and minority population out of
the city

= Lack of connectivity to ensure accessibility to job opportunities

» |nequitable dispersement of quality of life enhancements to all
neighborhoods and areas throughout the city

» Reduction of diversity leading to culture of the city being synthesized
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Presentation Notes
It’s clear that  impacting equity is just out of reach for the current Chapter 380 economic development policy.

Lack of job opportunities for the economically disadvantaged 
Lack of workforce and skillset development programs
Small, local, creative, cultural and heritage businesses suffer from lack of access to affordable space and financial stability.
Major entry barriers for large-scale projects that could bring middle-skilled jobs 
Lack of housing options pressing middle-class and minority population out of the city
Lack of connectivity to ensure accessibility to job opportunities
Inequitable dispersement of quality of life enhancements to all neighborhoods and areas throughout the city
Reduction of diversity leading to culture of the city being synthesized 





Chapter 380 Revision: Community Values

Top Findings From ~2,500 Comments Compiled From All 8 Sessions:

» Unify the Community through Collaboration

= |mpact Business Growth

* |ncentivize, Support, Staff and Train Small Businesses

= Government Role: Connector, Investor, Path-Clearer

* Train, Recruit and Retain Local Workforce and Talent

= Support Austin’s Culture, Creative Sector and Community Identity
= Build Affordable, Livable, and Accessible Development

= Economic Diversity

= Focus on Equity: Employment Opportunities for All

= Control Affordability
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Presenter
Presentation Notes
2,500+ pieces of feedback were collected in the form of ideas, comment cards and emails.  Initial findings from the Community Conversations hosted in June revealed a set of common community values and feedback for each potential new program.

These high-level Community Values are on the left column. (read values)



.

| Chapter 380 Revision: Community Values

Direct Feedback Summaries from Each Individual Session:

Session

High-Level Feedback

Participation

Business Recruitment

New jobs, government subsidies, competition

265 Comments, 27
Registered, 16 Attended

Business Expansion

Support existing businesses of all sizes, growth, talent and
workforce development, government subsidies

183 Comments, 22
Registered, 13 Attended

Small Business

Support, resources, communication, collaboration

449 Comments, 39
Registered, 32 Attended

Creative Sector

Creative and cultural identity support, government subsidies,
affordability, equitable economic opportunity

459 Comments, 48
Registered, 39 Attended

Workforce
Development

Developing skills of new and existing workforce, employment
opportunities for the underserved community

411 Comments, 30
Registered, 28 Attended

Real Estate

Access to space for innovation, place-making, socially
beneficial and equitable projects, government subsidies

152 Comments, 31
Registered, 7 Attended

Social Enterprise

Industry cooperation, align with city’s community values,
subsidies, funding, resources

395 Comments, 60
Registered, 36 Attended

S
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Presenter
Presentation Notes
For each of the Community Conversations conducted in June, we organized the community into small breakout groups to brainstorm ideas to establish and provide for the administration of one or more programs (loans and grants of public money and providing personnel and services of the municipality) to promote state or local economic development and to stimulate business and commercial activity in Austin.  


Chapter 380 Revision: Community Values

SMALL/LOCAL
BUSINESS
SUPPORT

WORKFORCE
DEVELOPMENT

BUSINESS
EXPANSION

BUSINESS
RECRUITMENT

EQUITABLE
PROSPERITY

CHAPTER 380 HORIZON

. GLOBAL BUSINESS EXPANSION

%) CITY OF AUSTIN

CREATIVE
SECTOR
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ENTERPRISE
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CONNECTIONS

COMMUNITY
HEALTH &
PRESERVATION AFFORDABILITY

& SOCIAL
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Presenter
Presentation Notes
In early September, we conducted a 6-hour, 30-person Economic Development Policy Community Leaders workshop that sought to analyze, assess and prioritize the feedback the community provided.

We discovered through this exercise that the legacy Chapter 380 policy is a one-size fits all that in reality fits only a very few.  To expand the policy would mean to include more than the purview of traditional business recruitment, and open up the opportunity for all kinds of economic catalysts.  We also discovered that the different areas played well together and were nearly always interconnected.  For example, a project that would benefit from creative sector support would likely also support business expansion and small/local business as well.   A social enterprise support project could also support workforce development and community health and preservation.


Chapter 380 Revision: Community Values
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Presenter
Presentation Notes
Once the community shared how they felt (the “Why” of economic development policy), we could focus on the “How” and “With What” could we achieve these values?


Next Steps
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Presenter
Presentation Notes
We welcome your recommendations for businesses and community members who may want to participate in our survey as we craft solutions to the needs we heard during the first phase of feedback.

https://youtu.be/55ndLtOr2mE

Questions & Discussion

For more information and updates on the process, please visit:

Wwww.austintexas.gov/investinaustin

David Colligan

Global Business Expansion

City of Austin

Economic Development Department
David.Colligan@austintexas.gov
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Presenter
Presentation Notes
In closing, today I have presented to you a brief history of the Chapter 380 policy and it’s roots in a different Austin from the one we know today.  I’ve reviewed the various successes the policy has achieved by creating prosperity in response to the economic conditions of the time.  And finally, I have offered up that a revised Chapter 380 can take us forward in addressing some of the top concerns facing today’s Austin economy: equitable prosperity.  

Next up, in October we will be providing a comprehensive report to our consultant including all of our data, community feedback, best practice information and findings to draft final policy recommendations.  Then, with full consideration of stakeholder input and expertise, we can present staff recommendations to council in November.

With that, I thank you for your attention today and offer up a platform for you to keep apprised of updates via our website: www.austintexas.gov/investinaustin


http://www.austintexas.gov/investinaustin
mailto:David.Colligan@austintexas.gov
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