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EXECUTIVE SUMMARY  

The overriding objective of the local government shared investment policy is to 
foster the public benefits of economic development and placemaking that will 
enhance the overall quality of life of the region.  Furthermore, in acting as an agent 
of the public interest to promote growth and economic development in the City of 
Owensboro and Daviess County, the local governments take it in their authority to 
offer inducements to projects and firms that promote the following economic 
development and sustainable growth objectives:

  

1.

 

Create jobs, increase investment, enhance property values and tax base 
which increase the overall economic development of the region;

 

2.

 

Promote development of venues and placemaking that makes the region 
attractive;

 

3.

 

Leverage sustainable growth or redevelopment according to principles of 
sustainable development;  

 

4. Stem retail leakage, which is a major competitive reality in the Owensboro market 
area. 

5.

 

Improve regional competitiveness;

 

6.

 

Promote redevelopment and downtown development rather than unplanned 
suburban development ( urban sprawl ) that is not tied to placemaking.

  

Policy Guidelines

 

This shared investment policy is designed to be flexible with the ability to negotiate 
each deal differently rather than according to a prescriptive program.  Rather than a 
prescriptive approach, policy standards will guide the development of all shared 
investment agreements including an evaluation of the overall fiscal impact of the 
development.  This will be based on pro forma data submitted through an 
application process.  A scoring mechanism will be used to determine the term and 
percentage of public investment.   All inducements will use a but for provision 
indicating that the project would not take place without the inducement.   All shared 
investments will be performance-based using a reimbursement rather than cash up 
front.  The following types of shared investment inducements will be outlined: 

  

Firm-Based Inducements

 

To protect, strengthen and expand the region s economic base, the local 
governments rely upon the creation and/or retention of high quality, permanent 
fulltime primary jobs for its residents. As such, developments that have the 
greatest potential in producing these types of jobs shall be given priority when 
evaluating multiple funding requests.

  

Project-Based Inducements

 

While this proposal does not propose to offer inducements directly to retailers, 
there may be cases where projects that include a retail component should be 
considered. In particular, mixed-use projects that are New Urbanist in character 
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may qualify. Known by a variety of names, the defining characteristics of new 
urbanist projects appear to be walkable neighborhoods, a mix of land uses that 
integrate housing, shops, civic facilities, and work places, and preservation and 
respect for the natural environment in the form of maintaining greenspace. 

  
Current Option City of Owensboro Annexation Ordinance --

 
Public 

infrastructure only,

 
maximum five-year term with incentive parameters that 

are under the existing ordinance, the disadvantage of this plan is that it only 
incentivizes suburban development and, possibly, urban sprawl. 

  

New Option 1  Project Redevelopment Financing (PRF)--

 

Redevelopment of the urban core/ urban central area, including downtown 
and adjacent downtown areas, the use of public funds are limited to 
infrastructure or public benefits.  The development must conform to the 
Owensboro Urban Design Principles (see attachment A) and adopt a form-
based code.

  

New Incentive Option 2 Project Development Financing (PDF)--
Developments in the urban belt and urban growth areas according to the 
Comprehensive Plan; must conform to the Owensboro Urban Design 
Guidelines (see attachment A) and adopt a form-based code.

  

New Option 3 Project Based Financing Districts-- Local governments 
can opt to spur development in an area of land (district) targeted and 
identified for redevelopment or new development.  Projects that develop 
within the district may be eligible to use the same guidelines for a PDF or a 
state blight area TIF (if eligible) as a source of financing.  The local 
government would identify the district and term for which projects could 
qualify for local incentives.  

  

The proposal also contains current inducements and incentives utilized for 
entrepreneurs and business startup and inducements specific to downtown 
redevelopment, many of which will be forthcoming with the downtown master plan 
being presented to the local governments in November 2008. 

  

Project Evaluation Criteria

 

The primary consideration when evaluating whether or not to offer a given firm or 
project a package for relocation/expansion should be the potential economic and 
fiscal impact on Owensboro.  At the same time, the goodness of fit of the firm or 
project with Owensboro should be reviewed, along with consideration of the 
potential impact on infrastructure and the environment.   A scoring mechanism will 
be utilized by an Inducement Review Committee consisting of professional staff in 
economic development, planning and zoning, and the local governments.  The 
committee, using the scoring mechanism, will rigorously evaluate the project pro 
forma based on the following criteria: 1) Overall Economic Impact, 2) Labor Force, 

 

3) Linkage to the Regional Economy,  4) Cultural and Quality of Life, and 5) 
Environmental Track Record.  
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BACKGROUND  

The Greater Owensboro Economic Development Corporation with support of the 
City of Owensboro has engaged the Gateway Planning Group to develop a 
comprehensive placemaking strategy focusing on downtown redevelopment and a 
well-planned suburban expansion.  With this goal in mind, economist Jon Hockenyos 
of TXP, Inc. has been working with the Gateway Planning team and EDC to develop 
stimulus program recommendations for downtown, redevelopment and identified 
growth corridors.  Hockenyos has 20 years of experience working on economic 
development policy issues.  He has developed economic development policies for 
regions such as Owensboro, Memphis, and Charlotte.   The plan will also be 
reviewed by University of Louisville economist Dr. Paul Coomes.  

  

The following offers policy guidelines toward development of this shared 
investment policy.  In all cases, the inducements offered should bear as direct a 
relationship as possible to the benefits created by the firm or project, and great care 
should be taken to avoid inadvertently creating a competitive disadvantage for 
existing local firms.  More specific recommendations for downtown incentive 
programs will accompany the master plan being completed by Gateway Planning 
and presented to the City in November 2008.

  

GOAL OF SHARED INVESTMENT POLICY  

There are two main reasons for a local government shared investment policy to 
consider creating a shared investment with either a firm or project:  1) to secure an 
expansion or relocation of a desirable company or economic development project 
within the region; 2) to foster the creation of a significant level of public benefits 
associated with a given project, which can include both specific items within the 
project, such as environmental remediation, and the character of the project itself, 
specifically mixed-use new urbanist projects, defined as sustainable developments. 

  

This shared investment policy is designed to be flexible with the ability to negotiate 
each deal differently rather than according to a prescriptive program.  The following 
objectives and policy standards for developments are applicable to all that meet the 
basic criteria yet enable flexibility based on the needs and specific issues presented 
with each deal.

  

Public Benefit of a Shared Investment Policy

  

The overriding objective of the local government shared investment policy is to 
foster the public benefits of economic development and placemaking that will 
enhance the overall quality of life of the region.  Furthermore, in acting as an agent 
of the public interest to promote growth and economic development in the City of 
Owensboro and Daviess County, the local governments take it in their authority to 
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offer inducements to projects and firms that promote the following economic 
development and sustainable growth objectives:

  
1.

 
Create jobs, increase investment, enhance property values and tax base 
which increase the overall economic development of the region.

 
2.

 
Promote development of venues and placemaking that makes the region 
attractive as a destination to visitors, businesses, developers, and current 
and future residents.

 

3.

 

Leveraging sustainable growth or redevelopment according to principles and 
design standards being implemented by the Gateway Planning group 

4. Stem retail leakage which is a major competitive reality in the Owensboro market 
area is the significant export of retail sales to other communities  primarily to 
Evansville, Louisville, and Nashville  due to the relatively limited offering of 
better price point retail facilities locally.  Totaling about $130.0 million in 2002, 
the exported spending represents a major sales opportunity that a new, 
appropriately tenanted center can address. Assuming that 65% of the current 
export can be captured, about $85.0 million in new sales will be available in the 
market. 

5.

 

Improve the regional competitiveness of the Owensboro metro relative to 
nearby metro areas.  Owensboro can capture market share and have a 
competitive advantage in the region by adopting an aggressive pro-
development stimulus program targeting retail, entertainment venues, 
entrepreneurs, and businesses.

 

6.

 

Promote redevelopment and downtown development rather than suburban 
expansion that is not tied to placemaking.

  

Shared Investment Policy Guidelines

  

1.

 

Fiscal Impact- Evaluate the overall fiscal impact of the development rather 
than tenant-by- tenant, therefore,  evaluating the overall value of the 
development in the context of economic value-added and value-added to the 
community in the form of placemaking venues   

2.

 

Application and Pro Forma- Measure the potential benefit and determine 
what percentage of the benefit the public sector could return as a favorable 
investment of public funds; require clients to submit an application that 
provides detailed information on the jobs created, estimated payroll, 
increased property values, and retail sales.

 

3.

 

Sliding Scale Terms/ Scoring Mechanism- Create a sliding scale and 
scoring mechanism for the term and percentage of the investment based on 
the overall fiscal impact to the region according to #2.

 

4.

 

But for Provision-

 

Include but for provision in which clients attest that 
but for the public investment, the development would

 

not be taking place.

 

5.

 

Reimbursement- Incentive payments should be paid as a reimbursement 
for taxes already paid, not cash up front.  Incentive payments will go to the 
developer of the property and may transfer to the new owner if the property 
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is sold.   A percentage of total incentive may be provided directly to employer 
as partial refund of occupational tax 

6.

 
Incentivize New Development- Do not incentivize development that is 
taking away from another identified development area or corridor.  The 
percentage of benefit returned should reflect new development and 
development not competing with public investment in other areas.  Example 
1- retail that is being relocated from one corridor to another is not going to 
impact the retail leakage; only new retail that will stem the leakage out of the 
region will qualify for a stimulus.  Example 2- hotel development that is 
outside of an expressed area where public funds will be leveraged to support 
the development of other hotels will not be eligible for local government 
investment.  

 

7.

 

Performance Based- Make the incentive package performance-based. The 
client pays the taxes the money is returned to the client based on meeting 
projections listed in the pro forma.

 

8.

 

Sustainable Development- Public funds should be leveraged to incentivize 
the development based on its long-term sustainability. Maximum investment 
should be granted to developments that conform to community adopted 
design principles including the implementation of a form-based code.   
Known by a variety of names, the defining characteristics of new urbanist/ 
smart growth  projects appear to be walkable neighborhoods, a mix of land 

uses that integrate housing, shops, civic facilities, and work places, and 
preservation and respect for the natural environment in the form of 
maintaining greenspace.

  

SECTION I: FIRM-BASED INDUCEMENTS  

To protect, strengthen and expand the region s economic base, the local 
governments rely upon the creation and/or retention of high quality, permanent 
fulltime primary jobs for its residents. As such, developments that have the 
greatest potential in producing these types of jobs shall be given priority when 
evaluating multiple funding requests.

  

Use of Funds That May Be Considered: 

  

1.

 

Land acquisition 
2.

 

Demolition 
3.

 

Street (re)construction and related improvements (e.g., signalization, turning 
lanes, etc.)

 

4.

 

Building rehabilitation 
5.

 

Environmental remediation activities 
6.

 

Storm sewer, sanitary service and water system improvements

 

7.

 

Architectural/engineering services

 

8.

 

Relocation expenses  
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Incentive Parameters

 
1.

 
Specified duration for payback, either amount of time or money, must be in 
the agreement 

2.

 
Public improvements completed on a grant basis 

3.

 
Private improvements completed on a utility and city property tax rebate 
and/or loan guaranty basis

  

Sources for Funding Incentives:

  

May be from one or more of the following sources:

 

1.

 

Occupational tax 
2.

 

Property tax 
3.

 

Net profits tax 
4.

 

Industrial Revenue Bonds 
5.

 

Other tax options granted by the legislature in the future  

SECTION II- PROJECT-BASED INDUCEMENTS  

Standard economic development practice is to not include retail trade and 
consumer services as candidates for economic development incentives, for a 
number of reasons.  First and foremost, consumer activity is normally considered to 
be a secondary industry, meaning that it serves mainly local markets, rather than a 
primary industry, which sells its products and services to non-local customers.  
Importing of external funds by primary industries is traditionally considered to be 
the foundation of economic development, as a

 

region s primary employers create 
spinoff effects that increase demand for small business services, promote consumer 
activity, and directly and indirectly enhance the community s tax base. Second, local 
competition is likely to be strong for a new retailer to a community, and it is both 
ethically and politically challenging to provide a subsidy to a direct competitor to an 
existing local firm.  Finally, the ripple effects associated with retail trade (and 
consumer-driven industries in general) are relatively lower than for production 
sectors of the economy, as the backward and forward linkages to other industries 
are not as extensive, reducing the multiplier effect.  As a result, communities such as 
San Antonio have explicitly prohibited retail trade from receiving incentives under 
the City s economic development policy.

  

While this proposal does not propose to offer inducements directly to retailers, 
there may be cases where projects that include a retail component should be 
considered. In particular, mixed-use projects that are New Urbanist in character (as 
defined above) may qualify. The economic and fiscal effects are summarized as 
follows:

   

New urbanist developments tend to enhance quality of life, which is 
crucial to both recruitment and retention of companies;
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Mixed-use developments promote greater land-use density, which can 
help ease the pressure on transportation systems and other 
infrastructure;

  
If the development represents destination retail, it may well draw 
shoppers from outside the local market, creating de facto tourism. It may 
also represent unique retail that is not currently available in the local 
market.

  

New urbanist developments tend to have a longer shelf-life than 
traditional developments, which will tend to create a greater fiscal impact 
over the medium and longer-term.

 

 A portion of this impact is due to the 
inclusion of housing in the project, both through direct enhancement of 
the tax base and the indirect effects of relocating consumers to the central 
city;

  

To the extent that the development includes public facilities (linear parks, 
hike and bike trails, libraries, etc.) and advances public goals, benefits are 
created in several ways.  First, the public interest is served directly to the 
extent that they are used and enjoyed. Second, the cost of these amenities 
is initially borne by the developer; even if inducements are ultimately 
used to pay for some portion, the ability to coordinate their inclusion 
with the development from the beginning means that there likely will be 
a synergistic effect with the shopping and services offered elsewhere in 
the center, creating greater leverage with consumers.  

  

In sum, inducements for projects that include a retail component can be appropriate 
when the retail element of the project is part of larger mixed-use development that 
includes the elements of new urbanism, and the inducements in essence help pay for 
amenities that have elements of public benefit.

  

Current Option City of Owensboro Annexation Ordinance   

Use of Funds That May Be Considered

   

Public infrastructure only 

 

Maximum five-year term with incentive parameters that are under the 
existing ordinance   

New Option 1  Project Redevelopment

 

Financing (PRF)

  

Redevelopment of the urban core/ urban central area, including downtown and 
downtown adjacent, the use of public funds are limited to infrastructure or public 
benefits.  The development must conform to the Owensboro Urban Design 
Guidelines (see attachment A).

   




