I appreciated your observations on my presentation yesterday. You captured the tone of the presentation but in one critical instance your interpretation of my comments were based on a logic leap that isn't supported by either our research or the information I presented yesterday.

Specifically, you reported:

"Turns out our economic incentives programs aren’t exactly hitting the mark, either. (I’m sure this comes as a shock to my conservative friends.)  Lane’s research says most of the new jobs created through incentives end up in urban areas, and 75% to 80% of them end up going to residents of other states who move here to take them.  You can always argue the merits of attracting new talent  into NC, but in terms of putting laid-off residents back to work, these programs are batting under 250."

First, we (meaning myself and my Senior Research Director Jason Jolley) reported yesterday that there is a strong trend toward the urbanization of our economy, especially higher wage jobs. Second, we reported that prior research has found that the majority of new jobs in metro areas are filled by non-residents and therefore the trend to urbanization in NC likely means that many new jobs are not benefitting existing residents and displaced workers. These market trends have implications for NC's economic development efforts intended to create more and better jobs, especially for such efforts in the state's distressed counties.

However, we did not report was that "[most of the] jobs created through incentives end up in urban areas, and 75% to 80% of them end up going to residents of other states".

We actually reported very little about our incentives research as that is the subject our next scheduled appearance before the Finance Committees. It is correct that our NC incentives research has shown that the majority of incentives have gone to NC's more prosperous, primarily urban counties. To the extent that companies receiving those incentives create new jobs  (which in most instances we found to not be the case) one might assume that jobs created in metro areas by incented firms will follow the trend of hiring non-residents. However, that is an assumption not yet substantiated by our research.

The issue of incumbent employment by incented firms is a very important one as it has a profound effect of the economic benefit of a successful company recruitment. When new employees move in from out of state they bring with them additonal public costs (schools, infrastructure, etc.) that existing residents' employment typically do not impose. That was one of the major findings of our incentives research and because of its significance we have expanded our research agenda to investigate the issue further. Our contract with the General Assembly anticipated that such additional questions would arise and therefore we are under contract until the session ends.

This ongoing research may or may not find that most jobs created by incented firms in metro areas are filled by non-NC residents. However, to date we do not know the answer to this important question. While I can understand the logic you employed, your statement incorrectly represented our findings and our presentation yesterday. I would appreciate a clarification by you in that regard.

Please let me know if I can provide any additional information to you on this matter.
Brent Lane, Director
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From: Laura Leslie [LLESLIE@mail.wuncfm.unc.edu] 

Sent: Thursday, February 19, 2009 7:49 PM

To: Lane, Brent

Subject: Re: Correction to your IHT comments on my presentation to Finance Committees yesterday

Hi, Brent.  Thanks for your note, and I'll be happy to clarify.  But can you explain what the 75 to 80% number you cited WAS in regard to?

Laura Leslie
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Blog: www.hunterstavern.org 

lleslie@wunc.org 

>>> "Lane, Brent" <Brent_Lane@unc.edu> 2/19/2009 11:22 pm >>>

The reference is used in our report to the Finance Committees yesterday was that "75-80% of new job creation in metro areas goes to non-residents".

This is drawn from the academic consensus on regional economies that has found that for metro areas a one percent extra job growth is associated with a 0.2 percent increase in the local employment rate.The most commonly cited work is Bartik, Timothy. 1993. "Who Benefits from Local Job Growth: Migrants or the Original Residents?" Regional Studies, 27, 4: 297-311.where he finds only one-quarter of the new jobs from local growth  increases the labor force participation rates of local residents in the long-run. Hence our reference to the 75-80% range.

We also noted the high rate of non-NC inmigration - citing for example that from 1995 to 2000, 919,000 people moved to NC. In combination with the high in-migrant employment research findings for metro areas, these data strongly suggest (but don't prove) that non-NC residents are the primary benficiaries of new job creation in NC's metro areas, which are the locations of nearly all of NC new higher-wage jobs.

The fact that metro areas were also where the vast majority of incentives were received does raise the prospect that many incented jobs are filled by non-NC residents.Our current research into new hires by firms receiving job creation tax credit incentives will test this hypothesis. We were not able to investigate the issue in regard to the discretionary incentives (OneNC and JDIG grants) administered by the NC Department of Commerce, as the department did not believe that they had the legal authority/obligation to disclose the necessary data to us. However, as NC statutes require consideration of resident/non-resident status in the determination of those incentives' cost-benefit, we expect that Commerce does collect such information and may be able to

disclose it in the future.

Hope I have not over-explained.
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