Budget Memo

Agency' Commerca- Dept w:}.de & Econ Dev

Staff Recommendations:

({This agency presents a good opportunity for
'D@ms to berbudget-cutters. There are numerous
- oppeortunities to gave GPR here, and it
w1ll be fun to make the Republicans vote against the cutg))

Paper No. 240: Alternative 2

Comments: (see paragraphs 4 & &)

Paper No. 241: Alternatives 2 & 5 (together)

Comments ; Ask FB to make sure you can do alternatives 2 & 5
together. Actually, any of the alternatives other than alt 1 (the gov’s
proposal) would preobably be ok ~ separately or combined, We just think
alts 2 & 5 together are the best combination overall to recoup some GPR
“dollars. {see paxagraphs 13, 15'&%16)

"Also, you may want to point out that GPR savings are needed
here to pay for the $7 increase in square footage rent for the new S
WHEDA /Commerce: foxtxess just off the Capitol Square (i.e. in Paper No. 243}

Decker may also have two motions to decrease maximum employvee
threshold, and cap the dairy program grants at $15,000.

Paper No.-242' Alternative 3

Comments: Another chance to save GPR. There’s no need for an
additional $250,000 GPR for this program (see paragraphs 3, 7 & 8), and you
might as well have the additional GPR go to the general fund rather than
back to the WDF. We think alt 3 returns the § to the general fund, but you
may want to double-check with FB.

Again, you may want to peint cut that GPR savings are needed
here to pay for the $7 increase in square footage rent for the new
WHEDA/Commerce fortress just off the Capitol Square (i.e. in Paper No., 243)

Also, ask FB if alternatives 3 & 6 are the same.



Paper No. 243: Alternatives 2(a) & 3 (together)

Commants These alternat;vas are confu51ng “hsk FB to make sure you
can do alt 2(a} & alt 3 together. Definitely do ait 3.

This new offlce building is really costly and pretty
@xtravagant (see paragraph 3) and Commerce originally identified the ¢uts
in alt 3 as ones they couwld afford to'make  {see paragraph 5). Also, it
seems reasonable to delete some of the moving costs (see paragraph 6).

Paper No. 244: Alternative 3

Comments: -All these so-called economic promotion programs seem
pratty dubiocus to us.. Why-can’t the private sector address these needs?
And how do we prove that this spending really has any positive impact
overall?

Again, you might as well transfer the $ to the general fund
(see paragraphs 9 & 10}. But, actually, any alternative other than alt 1
would probably be ok. Jauch & Linton want alt 5 (i.e. gives them half).

Paper No. 245: Alternative 3

Comments: We think the position is justified (see paragraphs 4 & 5),
but should be funded with PR rather than GPR (hence, alt 3). But, this is
a new fee, and some folks mm-ht not 11k@ that. {(see paragraph 11}

’ —uxku Hbtio.- or your “budget buddy” Rep. Johnsrud. ReQu;xe D((d»%/
the Dept of Commerce to give notice to local legislators "before the Dept _if

gives ocut a Wisconsin Development Fund grant or loan in the legislator’s //Cyéj
district. Apparently, the governor ghows up at the check presentation

ceremony” and takes all the credlt, and the local leglslators are left in

the 1urch . o . .

Paper No. 246: Alternative 3

Comments: We think this whole program sound like a sham, and private
interests should be doing the assessments, etc¢. But, rather than
elzmlnatlng the program altogether (i.e. alt 2(e)&{g)}, you could
compromise and.do nothing (i.e. alt 3, which does not provide additional
funds gov wants). {see paragraphs 15 & 17)

However, any combination of the alternmatives under alt 2 would
probably be ok too.

Paper HNo. 247: Part A - Alternative 2.
Part B - Alternative 1 (no action needed)

Comments: For Part A {venture capital), there isn’'t enocugh money
available to make a difference, it's doubtful this program would help much,
and a similar idea has been shot down twice in the last 5 years. (see
paragraphs 8, 9, 10, & 12}

(continued on next page)



“0 For Part BU{CBED funding), the gov’'s recommendation seems fine.
There’s no need to make additional cuts, because this is a pretty good
- program and we. think many Milwaukes businesses benefit from this. (s=se
paragraph 2 under CBED sectlcn) Jauch wants to ma;ntaxn current law here
{which isn't listed as a, FB alternative). . _ .

‘Paper No. 248: Alternatives 1 & 4 (together) o
- o {but no action is needed on alt 1, so just
move alt 4)

Comments:  No need to cause trouble her@ - plus most of this $ goes
back to MlZwaukee. S0, just approve the gov's propogal {i.e. alt 1), plus
create a nonprofit corporatlon and bus;ness 1ncubator program and help out
MEC, etc. {i.e. alt 43 .

{see paragraphs 9 & 10, and ‘work with Rep. Coggs on this)

Paper No. 249: Badger Fund & Board - Alternative 2
Lo : : {thls should be Eabeled Part &, but isn’t)

Comments: The gov's recommendatlon is a bad zdea (see paragraph 6)

Minin nt & ang ~ Alternative 3
(thxs should be labezed Part B, but isn’ t)

Comments: The § provlded isn* t enough to make a. dlfference. and
other funds provide similary support for communities. So there’s no need to
start this new. fund (see paragraphs 9 & 14)

Also, may want ‘to talk gratultouszy about the mining net
proceeds tax, and indicate that the tax brackets should really be increased
{see page 13 of attachment) _ . o

Deﬁker may have a motlon here, to glve Ladysmlth $

Paper No. 250: _Tran PLAP - Alternative 2
' ' _ {This should be labeled Part A, but isn't)

Comments: ° It would probably be better to combine this program with
the U.W.’s Rural Heaith Development Counc1l (see paragraph 8). Jauch
prefers ait 1.

T ical Modificatio -~ Alternative 1
{This should be labeled Part B, but isn’t)}

Comments: This just allows these pxograms to get federal funds, and
is a late request from the Department. (see full paragraph under technical
modifications gection)




Paper No. 231: Part A -~ Alternative 1 (no action needed) -
_ - NMoTien
a Mbtion under Paxt A 1. ¥, address parts A & B separately}: ﬁf[/&7/
Tlwaukee & Rep Bock (original author of

) e uy ity ot
development zone jaw - increase total credit allocation by another §5 e Dt (T
million above the gov’s $5 million increase. pEFPER- (rllS

UNLEDS
Rationale: this is a good program that works. Lets make Suraooﬁﬂﬂ)%

there are enocugh credits to-go around. o
- Tn 1895, the legislature 1ncreased the total amount of AesEs |

statewide credits by §7 million. Milwaukee, like a number of other SolfoRl

development zone commun;tzas, ran ocut of credits recently. lT"

If we are serious about economic developmant we need to provide
credits at’ a 31gn1f1cant level, so communities aren’t put in the posztion_
of runn;ng out of credits in the middle of a major development initiative.

If we don’t expand the program at a significant level, we may.
inhibit job growth and economic activity in distressed areas of the state.
Prmvately, it's my understanding Sec. McCoshen supports this.

Part B -- Alternative 1 (no action needed)

Comments: ‘There are.some. brownfmeid cZeanup ramlflcatlons hexe {see
paragraph 10}, and the gov s recommendatzon is sound {i.e. alt 1).

Paper No. 252: Part A - Alternative 1 (no action needed)
' ‘Part B - Alternative B(a), (b), (c), (d)&(e)

Comments: It’s ok to go along with the gov’s recommendation here as
long as all the.Part B stuff is passed. Plus, you have a motion that the
City of Mliwauk@e and Rep Bock want .
AT

Burka ﬂbt;on - Reanstate the day care. tax credit._:' jg-(d
Reinstate the investment credit. ~5
Reduce the nontargeted population job credit 9
from $4,000 to $2,000. o amand uAé {j

Rationale: The day care credit (§1,200 per d@pendent for first tﬁ o
2 years of employment for a targeted worker) creates an incentive for & ﬁs
businesses to hire W-2 workers and targeted workers math families. &jwﬂzw

Cbntlnuzng the 1nvestment credit will encourage.
businesses to continue investing in business-related equipment, which 1s
crucial to remaining competltlve (the credic 1s 2.5% of personal property
located in the zone). @&

Reducing the non-targeted population job credit Oﬁ%;ﬁhpvﬁﬁ

would help maximize the limited amount of credit §, and encourage ]
businesses to hire targeted workers (i.e. develcpment zone residents, W-Z2 kb‘

workers, etc.)
| W v)
P ()‘i\'Sz
For items which no FB issue papers were prepared, no action is neaassaxy :
because you are working off the gov’s bill. Cx“fy;pégyﬁ%y@“ﬁ
v

fcontinued on next page)
jﬁ) a&}d” .



(Just FYI, item #10 includes funding for Reggie White's Urban Hope _
Initiative included here.. Ttem #32 relates to gzv:ng érlorzty to . oo

brownf;el&s in the LDBG program } ¥ nages JFC authbrity —:7
; : a«g if yﬂu should

Note #2: Ron Shanovich at FB indicates that Item #33 (establishing a
Business Development Assistance Center) is wrongly placed in this section
and needs to be removed. It will be taken up as a separate. lissue.paper
under DNR - brownfields. 'You need to let people know that Ttem #33 ig not
being approved today (plus, you have a motion for Sen. Moore on this issue)

Note #3:: Sen. Plache supports a motion that Jensen is supposed to make, to
retain $1.9 million in the WDF - this money is scheduled to lapse into the
general fund. Sec. McCoshen apparently supperts this, and that’s why
Jensen is deing it. Plache wants it because she thinks it will help Golden
Books in Racine. I said you’'d support it, .but you might want to ask Lang.
if it impacts any of our recommendations on the FB Papers. Also, Brett was
unsure if Jensen was really offering the motion - I let Jbbn Anderson know
this.

QEMJ

Note #4: Linton may have motion to restore state tribal llalson p031t10nf51w#¢ 30 éﬁﬁ
Ju
- St
64(// MoTiund
Note #5: Burke motion for Journey House. (@armarks 515,000 on a one-time . %‘A/%/ég
basis for Journey House in Milwaukee; Barry has more details and talklng

points in a separate paper.) K%QL ("’\m A Gdem.gg?a.(z:/\

Note #6: . Burke motion to ask Commerce to determine if they .can create a

“"Downtown Wisconsin® development fund. . (This won't help: Milwaukee;, but it T
is part of your Jand use agepda;™i. e.;keep ‘small town downtown commerc1a1 ';ﬁ%ZﬁE?
districts strong. It will tie into the Heritage Tourism Main Street

Program. You aren’t actually creating the fund today, just asking Commerce

to study the idea and report back to JFC. :Barry has more-info in a

separate paper}. f\&“

psofqézg%iD

\
sag miao



&ge_ncy: Commerce: Dept_ Wide & Econ Dev

Staff Reqommendations.

((This agenqy‘presants a goad opportunlty for
Dems to be budget-cutters. There are numerous
opportunities to save GPR here, and it
Cwill be “Fun to make the Republlcans vote against the cuts))

Paper No. 240: Alternative 2

Cbmﬁéﬁts;' (see'paragréph$”4 & 5)

 Paper No. 241: Alternatives 2 & 5 (together)

Comments Ack ¥B to make sure you can do alternatives 2 & 5
together. - Actually, any of the altermatives other than alt 1 (the gov’'s
proposall would probablyihe ok - separately or combined. We just think
alts 2 & 5 together are: the best combznatmon overall to recoup some GPR
dollars. {see paragraphs 13,15 & 16)

e Also; ‘you may want to point -out-that GPR savings are needed
..here o pay for the $7 1ncrease in Bguare footage rent for the new. ... .
'WHEDA/Commerca fortress 3ust off the Capltal Square fi.e. in Paper No. 243)

o : Deck@z may also have two motlons to decrease maximum employee
threshold and cap-:the dairy program grants at $15,000.

?aper'ﬁb. 242: Alternative 3

Comments: Another chance to save GPR. There’s no need for an
additional $250,000 GPR for this program (see paragraphs 3, 7 & 8), and you
might as well have the additional GPR go to the general fund rather than
back to the WDF. We think alt 3 returns the $ to the general fund, but you
may want to double-check with FB.

Again, you may want to point out that GPR savings are needed
here to pay for the §7 increase in square footage yent for the new
WHEDA/Commerce fortress just off the Capitol Square {i.e. in Paper No. 243)

Also, ask FB if alternatives 31 & 6 are the same.



Paper No. 243: Alternatives 2(a) & 3 = (together)

Comments: These altgrnaﬁiﬁééﬂare confusing. Ask FB to make sure you
can do ait 2{a) & alt 3 together. Definitely do.alt 3.

This new office building is really costly and pretty
extravagant (see paragraph 3) and Commerce originally identified the cuts
in alt 3 as ones they could afford to make {see paragraph 5}). Also, it
seems reasonable to delete some of’ the movxng costs (see paragraph 6) .

Papex Ho. 244 : Alternatlve 3

Comments ALl these so calied economic promotlon programs seem
pretty dubious to us. Why can’'t the private sector address these needs?
And how do we prove that this spendlng r@azzy has any pos1tlve impact
overall®?

' Again, you might as well transfer the % to the general fund
(see paragraphs 9 & 10). But, actually, any alternative other than alt 1
would probably be ok.":Jauch'& Linton want ait 5 (i.e..gives them half).

Paper No. 245: Alternatlve 3

Comments: We think the p051t10n is 3ust1fled {see paragraphs 4 & 5),
but should be funded with PR rather than GPR (hence, alt 3). But, this is
a new fee, and some folks ‘might not iike,that; (see paragraph 11)

Burke Motion: For your “budget buddy* Rep. Johnsrud. Require
the Dept.of Commerce. to.give .notice to local legzslators before the Dept
gives out a Wisconsin Develqpment Fund grant or leoan in the legisiator’s
district. Apparently, the governor shows up at the check presentation
ceremony and takes all the credzt, and the local legislators are left in

“the lurch. TS - AT S G S =

Paper No. 246: Alternative 3

Comments: We think this whole program scund like a sham, and private
interests should be doing the assessments, ete.  But, rather than
eliminating the'program:altogether {i.e. alt 2({(e)&(g}), you could
compromise and do nothing (i.e. alt 3, which does not provide additional
funds gov wantg)}. (see paragraphs 15 & 17}

However, any combination of the alternatives under alt 2 would
probably be ok too.

Paper No. 247: Part A - Alternative 2
Part B ~ Alternative 1 (no action needed)

Comments: For Part A {venture capital), there isn’'t enough money
available to make a difference, it's doubtful this program would help much,
and & similar idea has been shot down twice in the last 5 years. (see
paragraphs 8, 9, 10, & 12}

{continued on next page)



For Part B {CBED funding)., the gov's recommendatlon seems fine.
There's no need to make additional cuts, because this is a pretty good
program and we think many Mllwaukee busxnesses benefzt from this. {(see
paxagraph 2 under CBED ‘'section) Jauch wants to malntaln eurrent law here
{which isn‘t listed as a " FB alternative).

Paper No. 248: Alternatxves 1 & 4 (together) _ B _
{(but no action is needed on ‘alt 1, so6 just
move alt 4)

Comments: No need to cause trouble here - plus most of this § goes
back to Milwaunkee. So, just approve the gov's proposal (i.e. alt 1), plus
craate a nonprofit. corpcratlon and bus;ness 1ncubatcr program and help out
MEC, eto. (i.e. alt 43, : L . G L

(S@e paragraphs 9 & lO, and work w1th Rep. Coggs on thls}

Paper No. 249: Badger Fund & goarg-— Alternatmve 2
. fthis shaulé be labeled Part A, but 1sn £}

Comments: The gov’s recommendation is a bad 1&@3 {see-paragraph &)

Mining Grant & Loans - Alternative 3
{this shoald-be labeled Part B, but isn't}

Comments: The s provmded isn’t ‘enough to make a é;fference. and
other funds provide similar support for communities. So ‘there’s no need to
start this new fund (sea paragraphs 9 & 14)

Also, may want to talk gratu;tcusly about the: mlnlng net
preceeds tax, and ‘indicate that the tax brackets sﬁouid really be xncreased
(se@ page 13 of attachment} P :

Deckex may have a motmon ‘here, .to g;ve Ladysmlth $

Paper No. 250: Transfer PLAP - Alternative 2
(Thls shauld be labeled Part A, but isn't)

Comments: It would probably be better to combine this program thh
the U.W.’'s Rural Heaith Developmens Council (see paragraph 8}. Jauch
prefers ‘alt 1. : :

Technical Modificationg - Alternative 1

{This should be labeled Part B, but isn't)-

Comments: This just allows these programs to get federai funds, and
ig a late request From the Department. (see full paragraph under technical
modifications section}



Paper No. 251: Part A -- Alternative 1 (no action needed)

Huxkc mbtion undax Part A (i.e. address parts. A & B separately)
Requested by. City of Milwaukee.& Rep Bock (original author of
development zone law -~ increase total credit allocation by another $5
million above the gov’s $5 million increase.

Rationale: this. is a good program that works. Lets make sure
there are enough credits to-go-around.

. In 1985, the legislature ;ncreased the total amount of
statewide credits by $7 million. Milwaukee, like a pumber of other
development zone communities, ran out of credits recently.

If we are gserious about econcomic development we need to provide
credits at a significant level, so communities aren’t put Iin the position
of running out of credits in the middle of a major development initiative.

If we.don't expand the program at a significant level, we may
inhibit job growth and economic activity in dlstressed areas of the state.

EQQETB'_QF Alternatlve 1 {no ‘action needed)

-ZCommentgé There are-some brownfleid cleanup ra&aflcat;ons here (see
paragraph 10)% and the gov’'s recommendation -is sound {i.e. alt 1y,

Paper No. 252: Part A - Alternative 1 (no action needed)
Part B - Alternative B{a), (b), (¢}, (d)&({e)

Commants: It’s ok to go along with the gov's recommendation here as
long as all the Part B stuff is passed. Plus, you have a motion that the
City of Milwaukee and Rep Bock want.

Burke mbtion ~ Reinstate the day care tax credit,
~Reinstate the investmént credit. =
" Reduce the nontargeted population job credit
from 54,000 to $2,000.

Rationale: The day care credit (81,200 per dependent for first
2 years of employment for a targeted worker) creates an incentive for
buginesszes to hire W-2 workers and targeted workers with families.

Continuing the investment credit will encourage
businesses to continue investing in business-related egquipment, which is
crucial to remaining competitive (the credit iz 2.5% of personal property
located in the zone).

Reducing the non~targeted population job credit
would help maximize the limited amount of credit $, and encourage
businesses to hire targeted workers (i.e. development zone residents, W-2
workers, etc.)

LR 2 & 2

For items which no FB issue papers were prepared, no action is necessary,
because you are working off the gov’s bill.

(continued on next page)



(just .FYI, item #10 includes funding for Reggie White’'s Urban Hope
Initiative included hére. ITtem #32 relates to giving priority to
brownfields in the CDBE program.) Also, Item #16 eliminpates JFC authority
to approve awards in excess of $25,000 under 13.10. Ask Lang if you should
do a métien to retain JFC-authority to approve ‘“grants” over “$15,0007.

Note #2:+ “Ron Shanovich at FB indicates that Item #33 {establishing a
Business Development Assistance Center) is-wrongly placed in this section
and needs to be removed. Tt will be taken'up as a separate issue paper
under DNR - brownfields. You need to let people know that Item #33 is not
being approved today (plus, you have a motion for Sem. Moore on this issue)

Note #3: Sen. Plache supports a motion that Jensen is supposed to make, to
retain $1.9 million in the WDF - this money is scheduled to lapse into the
general fund. Sec. McCoshen apparently supports this, and that's why
Jensen ‘is doing it. Plache wants it because she thinks it will help Golden
Books in Racine. I said you’d support it, but you might want to ask Lang
if it impacts any of our recommendationsg on the FB Papers. Also, Brett was
unsure if Jensen was really offering the motion - I let John Anderson know
this.

Note #4: Linton may have motion to restore state tribal liaison position.



Budget MMemo
AzZency: Commerce: Dept Wide & Econ Dev

Staff Recommendations:

({This agency presents a good opportunity for
Dems to be budget-cutters. There are rnumerous
‘opportunities to save GPR here, and it
will be fun to make the Republicans vote against the cuts))

Paper No. 240: Alternative 2

Comments: (see paragraphs 4 &
3 adé -

Paper No. 241: Alternatives & 5 (together)

Comments: Ask FB to make sure yvou can do alternatives 2 & 5
together. Actually, any of the alternatives other than alt 1 {the gov’'s
proposal) would probably be ok - separately or combined. We just think
alts 2 & 5 together are the best combination overall to recoup some GPR

-dellars. (see paragraphs 13, 15 & 16)

: Also, you may want to point out that GPR savings are needed
here to pay for the 37 increase in square footage rent for the new
WHEDA/Commerce fortress just off the Capitol Sguare {i.e. in Paper No: 243)

Decker may also have two motions to decrease maximum employvee
threshold, and cap the dairy program grants at $§15,000.

Paper No. 242: Alternative 3

Comments: Another chance to gave GPR. There’s no need for an
additional $2%50,000 GPR for this program {see paragraphs 3, 7 & 8), and you
might as well have the additional GPR go to the general fund rather than
back to the WDF. We think alt 3 returns the $ to the general fund, but you
may want to double-check with FB.

Again, you may want to peoint out that GPR savings are needed
here to pay for the $7 increase in square footage rent for the new
WHEDA/Comnerce fortress just off the Capitol Square (i.e. in Paper No. 243)

Alsc, ask FB if alternatives 3 & & are the same.



Paper No. 243: Alternatives Z(a) & 3 (togather)

Comments These altsrnatmves are cenfu31ng,- Ask FB to mak@ sSUre you
can do alt 2(a) & alt 3 together. Definitely do-alt 3.

This new office building is really costly and pretty
extravagant . {see paragraph 3) and Commerce originally identified the cuts
in alt 3 as ones they could afford to make {see. paragraph 5} iAlso, - it
seems reasonable to delete some of the moving costs (see paragraph 6).

Paper No. 244: Alternative 3

Comments: All these so-called econémxé promatién Programs Seem
pretty dubioug o us. ~Why can’'t the private. sector address these needs?
And how do we prove that this spending really has any positive impact
overall?

Again, you might as well transfer the § to the general fund
{see paragxaphs 9 & 10). But,” actually, ;any-alternative other than alt 1
would probably be ok. ‘Jauch & Linton want alt 5 (i.e. gives them half).

Paper No. 245: Alternatlve 4 iﬂ{ SE%C%DEi

Commentg: We think the posmcmon is Justlfled (see paragraphs 4 & 5},
but should be funded with PR rather than GPR (hence, alt 3). But, this is
a new fee, and some folks might not like that. (see paragraph 11)

s Burka Mbtion.” For your “budgem buddy” Rep thnsrud Requ;re
the Dapt of Commerce to give notice to logal leglslators before the Dept .
gives out a Wisconsin Development Fund grant or loan in the l@glslator s
district. . Apparently, the governor shows up at the check presentation

cer&mony and. takes. all the credit, and the local legislators are left in
the-lurch. “Algso. nete that you and yuur‘“budget buddy have a. f@w thlngs._
going on indhy {i.e. nonpoint pollutlon) : : -

Paper No. 246: Alternative 3

Comments: We think this whole program sound like a sham, and private
interests should be doing the assessments, etc. -But, rather than
eilmlnatang the program altogether (i.e. alt 2{ej&(g)}, vyou could
compromise and do nothing {i.e. alt 3, which does not pzrovide adéltlonal
funds gov wants). {see paragraphs 15 & 17)

However, any combination of the altermatives under alt 2 would
probably be ok too.

Paper Ko;-247: Part A - Alternative 2
Part B - Alternative ?’%%b action needed)

Comments: For Part A {venture capital), there isn‘t enough money
available to make a difference, it’'s doubtful this program would help much,
and a similar idea has been shot down twice in the last 5 years. (see
paragraphs 8, 9, 10, & 12}

frontinued on next page)



For Part B/ (CBED: funding), the gov's recommendation seems fine.
There'’s no need to make additional cuts, because this is a pretty good

P program and we . think many. Milwaukee businesses benefit -from this. (see
. paragraph 2 under CBED; section) Jauch wants. to maintain current law here

(which isn‘t listed as a FB alt@rnatlve)

Papex'ﬂb. 248: Alternatlves 1 & 4 (together) :
(but no action is needed on alt 1, so just

“move alt 4)

. Comments : No need to cause ‘trouble here - plus most of this $ goes
back to Milwaukee. . So, just approve the gov’s proyosal {i.e. alt 1), plus
create a nonprofit cozporatlon and business incubator program and help out
MEC, ete. (l.e. alt 4} .

(see paragraphs 9 & 10, and work with Rep. Coggs on this)

Paper No. 249: B@Qggr Fund & Board - Alternatlve 2

(thas shcula be labeled Pazt A, but 1sn £}

Comments: The gov's recommendatlon iz a bad idea (see paragraph 6}

Mining Grant & Loans - Alternative 3 5°kgr

(thls should be label@d Part B, but ign’'t)

Comments: The S provided isn’ t enough to make a. dlfference, ané
other funds provide similar support for communities. 8o there’s no need to
start this new fund. (see paragraphs 9 & 14)

Alsd, may want to talk gratuitously about the mining net
proceeds tax, and indicate that the tax brackets should really be increased
{see page . 13 of attachm@nt} .

Decker may have a motzon here, to glve Ladysmlth 5.

Paper No. 250: Transfer P - Alternative E
: (This Shduld be labeled Part A, but isn’t)

Comm@nts*' it would,probably ‘be better to combine this program with
the U.W.’s Rural Health Development Councml {see paragraph 8). Jauch
prefers alt 1.

Technical Modifications -~ Alternative 1
(This should be labeled Part B, but isn’'g}

Comments: This just ailowé these programs to get federal funds, and
is a-late request from the Department. (see full paragraph under technical
modifications section)

/Oétia{q



Paper-nc. 251 Pagg A- —-- Alternative 1=(no action needed)

Butke Mbtion undar Part A (i.e. address parts A & B separately}
Requested by City of Milwaukee & Rep Bock (original author of
development zone law — increase totdl credit allocation by another S5
million above the gov’s $5 million increase.

Rationale: this is a good program that works. Lets make sure
there are enough credits to go around. :

I 1895, the legislature increased the total amount of
statewide credits by §7 million. Milwaukee, like a number of other
development zone communltlas, ran out of credlts recently.

If we are serious about economic develqpment we need to provide
credits at a significant level, so communities aren‘t put in the position
of runnlng out of credits in the middle of a major development initiative.

IFf we don‘t expand the program at a gignificant level, we may
inhibit job growth and economic activity in distressed areas of the state.
Privately, it‘s my undexﬁtandlng Sec. McCoshen supports this.

Part B ~-- Alternative 1 (no action needed)

Comments: There are some brownfield cleanup ramifications here ({see
paragraph 10}, ané the gov’ s ‘recommendation is sound (i.e. alt 1).

Paper No. 252: Part A - Alternative 1 (no action needed)
: Part B - Alternative Bla), (b), (c), {d)&{e)

Comments: It’s ok to go along with the gov’'s recommendation here asg
long as all the Part B stuff is passe& Plus, you have a motion that the
City of Milwaunkee and Rep Bock wWang. '

Burke Motiom - Reinstate the day care tax credit.
Reinstate the investment credit.
Reduce the nontargeted populatiocn Jjob credit
from 54,000 to $2,000.

Rationale: The day care credit (51,200 per dependent for first
2 years of employment for a targeted worker} creates an incentive for
businesses to hire W-2 workers and targeted workers with families.

Continuing the investment credit will encourage
businesses to continue investing in business-related egquipment, which is
crucial to remaining competitive (the credit is 2.3% of personal property
located in the zone).

Reducing the non-targeted population job credit
would help maximize the limited amount of credit §, and encourage
businesses to hire targeted workers (i.e. development zone residents, W-Z2
workers, ete.)

LEE X

-

For items which no FB issue papers were prepared, no action is necessary,
because you are working off the gov's bill.

{continued on next page)




{Just FYI, item #10 includes funding for Reggie White‘s Urban Hope
Initiative included here. IYtem #32° relates ko glV;ng prlorzty to.
brownfields ;n the CDBG: program } “ Al ant  H1E

Note #2: Ron Shanovich at FB 1nd1cates that Item #33 (@stablashzng a
Business Development Assistance Center) is wrongly placed in thig section
and needs to be removed. It will be taken up as a separate. issue paper
under DNR - brownfields. You need to latpecpls know that Ttem #33 is not
being approved today (plus, you have a motion for Sen. Moore on this issue)

Note #3: Sen. Placbe supporﬁs a motlon that Jensen is supposed to make, to
retain $1.9 million in the WDF - this money is scheduled to lapse into the
general fund. Sec. McCoshen apparently supports thig, and that’'s why
Jensen iz doing it. Plache wants it because she thinks it will help Golden
Books in Racine. I said you’d support it, but you might want to ask Lang
if 1t impacts any of our recommendations on the FB Papers. Also, Brett was
unsure 1f Jensen was really offering . the motion - I let John Anderson know
thiS

Note #4: Linton may have motion to restore state tribal liaisen position.

\oy Houge (earmarks $15,000 on a one-time
kee; . Barry has more details and talking

Note. #5: Burke mptiag,fbr Jou
basis. for Journey House.in Mi
points in a separate paper.),

Note #6: Burke metion to ask Commerce to determine if they can create a
“Downtown Wisconsin® devalopmsnﬁ fﬁnd. {This won’t help Milwaukee, but it
is part. of your land use agenda i.e. keep small town downtown commercial
districts strong. Tt will tie into the Heritage Tourism Main Street
Program. . You aren’t actually creating the fund today, just asking Commerce
to study the idea and report back to JFC. . -Barry has more info in a
separate paper).




Agency: Commerce: Dept Wide & Econ Dev

{{This agency presents a good opportunity for
Dems to be budget-cutters. There are numerous
_ _ opportunities to save GFR here, and it
‘will be fun to make the Republicans vote against the cuts))

' .___ o o T _  . o . 5\ . .
Paper No. 240: Alternative 2~ ampent |

Comments: (see paragraphs 4 & 5)

Paper No. 241: Alternatives 2 & 5 (together)

Comments: Ask FB to make sure you can do alternatives 2 & 5
together. ‘Actually, any of the'altérnatives other than alt 1 {(the gov's
proposal) would probably-be ok - separately or combined.” We Just think
alts 2 & 5 together are the best combination overall to recoup some GFR
dollars. (see paragraphs 13, 15 & 16)

_ Also, 'you may want to point out that GPR savings are' needed
.: . here to pay for the §7 increase in square footage rent for the new o
WHEDA/Commerce fortress just off the Capitol Square (i.e. in Paper No. 243)

Deckér may.also have two motions to decrease maximum employee
threshold, and cap the dairy program grants at $15,000.

g 2 f s f
Paper No. 242: Alternative 3 kG e Y L’{

Comments: Another chance to save GPR. ‘There’s no need for an
additicnal $250,000 GPR for this program (see paragraphs 3, 7 & 8), and you
might as well have the additional GPR go to the general fund rather than
back to the WDF. We think alt 3 returns the § to the general fund, but you
may want to deuble-check with FB.

Again, you may want to point out that GPR savings are needed
here to pay for the 37 increase in square footage rent for the new
WHEDA/Commerce fortress just off the Capitel Square (i.e. in Paper No. 243)

Also, ask FB if alternatives 3 & 6 are the same.



Paper No. 243: Alternatives 2(a) & 3 (together)

ZCbmmenté;. Thésé aitérnatiﬁeé'aré:éohfusing."ﬁSR'FBﬂto make sure you
can do alt 2{(a) & alt 3 together. Definitely do-al: 3. . _

This new office building is really costly and pretty
extravagant (gee paragraph 3) and Commerce originally identified the cuts
in alt 3 as ones they could afford to make (see paragraph 5). Also, it.. .
gseems reasonable to delete some of the moving costs (see paragraph 6).

4 ~

Paper No. 244: . Alternative 3. NS Y SR

Comments: ‘All these so-~called economic promotion programs seem
pretty dubioug to us. Why can't the private sector address these needs?
And how do we prove that this spending really has any pogitive impact
overall? Rt S o '

. Again, you might as well transfer the $ to the general fund
{see paragraphs 9 & 10). - But, actually, any alternative other than alt 1
would probably be ok. . Jauch & Linton want alt 5 (i.e. gives them half).

Paper No. 245: Alternative ﬁ{ {

Comments: We think the positicn is justified (see paragraphs 4 & 5),
but should be funded with PR rather than GPR (hence, alt 3). But, this is
a new fee, and some folks might not like that. (see paragraph 11}

Buzrke Motiom: For your “budget buddy” Rep. Johnsrud. Require
the Dept. of Commerce to .give neotice to local legislators before the Dept
gives out a Wisconsin Development Fund grant or loan in the legislator’s
district. Apparently, the governor shows up at the check presentation
ceremony and takes all the credit, and the local legislators are left in

the lurch.

. s AF 4 7
Paper No. 246: Alternative 3 iéﬁﬁﬁéﬁ £5§.
R H
Comments: We think this whole program sound like a sham, and private
interests should be doing the assessments, etc. But, rather than -

eliminating the program-altogether {i.e. alt 2(e}&(g)}, you could
compromise and do nothing (i.e. alt 3, which does not provide additional
funds gov wants). (see paragraphs 15 & 17)

However, any combination of the alternatives under alt 2 would
probably be ok too.

Paper No. 247: Part A - Alternative 2
: Part B - Alternative 1 (no action needed)

Comments: For Part A (venture capital), there isn’t enocugh money
available to make a difference, it’s doubtful this program would help much,
and a similar idea has been shot down twice in the last 5 years. isee
paragraphs 8, 9, 10, & 12)

(continued on next page)




For Part B {(CBED funding), the gov’'s recommendation seems fine.
There’s ne need to make additional cuts, because this is a pretty good
program and we think many. Milwaukee businesses benefit from this. (see
paragraph 2-under CBED section) - Jauch wants to malntaln current law here
(which isn’t listed as a ¥FB alternative}.

Paper No. 248: Alternatzves 1 &4 (together} _ o
R (but no action is needed on alt 1, so just
move alt 4)

Comments: No need to cause trouble here - plus most of -this”$§ goes
back to Milwaukee. So, just approve the gov's proposal {i.e. alt 1), plus
create a nonprofzt corporat;on and business incubator program and help out
MEC, etc. (i,e. alt A . A .

{see péragraphs 9 & 10, and'work with Rep. Coggs on this)_

va £ gt

Paper No. 249: -Badger Fund & Board - Alternative 2
.7 {this should be labeled Part A, but isn’'t})

Comments: The gov’'s recommendation is a bad idea (see paragraph 6)

Minin t & Loans - Alternative 7 7
_ _ {this shauld be labeled Part B, but isn‘t)
Comments: The $ provided isn’t enough’ to make a difference, and

other funds provide similar support for communities. 8o 'there’'s no nead to
start thls new fund {see paragraphs 9 & 14)

Also, ‘may want to talk gratultously about the mining net
proceeds tax, and indicate that the tax brackets shouid really be increased
{see pag@ 13 of attachment)

Deckez may have a mctzon h@re, to give Ladysmxth s.

Paper No. 250: Transfer PLAP - Alternativeé
“{This should be labeled Part A ut isn’t)

Comments: It would: #robably:be better to combine this program with
the U.W.’s Rural Health Development Council {see paragraph 8). Jauch
prefers alt 1.

Technical Modificationg - Alternative 1

{rthis should be labeled Part B, but isn’'t)

Comments: This just allows these programs to get federal funds, and
ig a late request from the Department. (see full paragraph under technical
modifications section)

AT T

e



Paper No. 251: Part A -- Alternative 1 (no action needed)
i B#ﬁké ﬁ¢E§§ﬁQﬁﬁdé§:éa#t”ﬁ'(i.é{xadd;ess ;afts'ﬂ &:BLSeparatéiyj}
... o Reguested by City of Milwaukee & Rep Bock (original author of
development zone law ~ Increase total credit allcocation by another 85
million above the gov’s £5 million increase.

... . Rationale: . this is a good program that works. Lets make sure
there are enough credits to go. around. ... .

v noodn 18995, the legislature increased the total amount of.
statewide credits by §7 million. Milwaukee, like a number of other -
development zone communities, ram out of credits recently. i .

' If we are serious about economic development we need to provide
credits at a significant level, so communities aren’'t put in the position
of running out of credits in the middle of a major development initiative.

- ... If we don’t expand the program at a significant level, we may
inhibit job growth and economic activity in distressed areas of the state.
Privately, it’s my understanding Sec¢. McCoshen supports this.

Part B -~ Aié’érz;a_t;ivel_l_ {no action needed)

Coﬁm@nts: There are soﬁé brothiéld'cleénup ramifiéatiéﬁs'here {see.
paragraph 10), and the gov's recommendation is sound (i.e. ait 1}.

Paper No. 252: Part A - Alternative 1 (no action needed)
Part B - Alternative B{(a), (b}, (c),(d)&(e)

Comments: It’'s ok to go along with the gov’s recommendat ion here as
long as all the Part B stuff is passed. Plug, you have a motion that the
City of Milwaukee_andnﬁep Bock want. . :

" Burke Motion - Reinstate the day care tax credit.
: <o 77w Reinstate the investment credit..
Reduce the nontargeted population job credit
from 54,000 to 52,000,

Rationale: The day care credit (51,200 per dependent for first
2 years of employment Ffor a targeted worker) creates an incentive for
businesses to hire W-2 workers and targeted workers with families.

Continuing the investment credit will encourage
businesses to continue investing in business-related equipment, which is
crucial to remaining competitive (the credit is 2.5% of personal property
Iocated in the zone).

Reducing the non-targeted population job credit
would help maximize the Iimited amount of credit $, and encourage

businesses to hire targeted workers (i.e. development zone residents, W-2
workers, eto.)

LA A & 4

For items which no FB issue papers were prepared, no action is necegaary,
because you are working off the gov’s bill.

{continued on next page}



(just FYT, item #10 includes funding for Reggie Wh;te s Urban Hope -
Imitiative included here. Item #32 relates to giving priority to
brownfields in the CDBG program.)  Also, Item #16 eliminates JFC authority
to approve awards in excess of $25,0ﬂ0 under 13.10. Ask Lang i¥ you should
do'a motion to retain JEC authority to approve “grants” over “$15,009”

Note #2: Ron Shanovacb &t FB indicares ‘that Item #33° (establ;shzng a
Business Development Agsistance Center) “is Wrongly placed in this section
and needs to be removed. It will be taken up as a separate issue paper
under DNR - brownfzelds, You nead ‘to let paopla kpow that Item #33 is not
being approved todgy {plus, you have a motion for $en. Moore on this issue)

Note #3: Sen. Plache supports a motion that Jensen is supposed to make, to
retain §1.9 million in the WDF ~ this money 1is seheduled to lapse into the
general fund. Set. McCoshen apparently supports this, and that’s why
Jensen is doing it. Plache wants 1t because she thinks it will help Golden
Books in Racine. I sald you’d gupport it, but you might want to ask Lang
if it impacts any of ocur recommendations on the FB Papers. Also, Brett was
unsure if Jénsen was really offermng the motlon - I let John Anderson know
this. o .

Note #4: Linton may have motion to restore state tribal liaison position.

Note #5: Burke motion. for Jburnqyfﬂbusa.(@armarks 815,000 on a one-time
basis for Journey House in Milwaukee; Barry has more details and talking
points in a separate paper.)

Nota #6:  Burke motion to ask Commerce to determine if they can create a
“Downtown Wisconsin” development fund. (This won’t help Milwaukee, but it
is part of your land use agenda. i.e. keep amall town. downtown commerczal
districts strong. It will tie into the Heritage Tourism: Main Street
Program. You aren’'t actually creating the fund today, just asklng Commerce
to study the idea and report back to JFC.  Barry has more info in a
separate paper).



Paper #240 1997-99 Budget May 21, 1997

TE_S?_ ' Joint Committee on Finance |

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

GPE Appropnatwn Structure far Rural Ecsnamic Beveiapment Program, Wlsconsm" :
" Development Fund and Cnmmumty-Based Economlc Develepment Program
(Csmmerce) :

[LFB Summary Page 114 #2 Page 120 #IG and Page 130 #23] _—

CURRENT:LAW .
The Wisconsin Development Fund (WDF) and the Rm‘ai. Econormc Deveiopment (RED)
- ‘Program are funded through a general-purpose revenue (GPR) and- a pmgram revenue (PR)_.

I -repaymerits-:-éppropnatxon The GPR ap;:ropnauons are biennial. - The. pragram revenue’__j T

appropriations are continuing appropriations; amounts received from k}an repayments are credited
to the repayments appropriationy.and these monies can be used to fund grants and loans: ‘The
-Commumty—Based Ecencnuc Deveiepment (CBED) ngram 18 funded by a GPR annual_
appropnatxon o . £ SRR DI e AT SRR

GOVERNOR

‘Convert ‘the Wisconsin Development: Fund, ‘Rural -Economic -Development and
Commumty—Based Ecenamzc })eveiozament pmgram GPR appmpnamms 1o continging
appropmnons - s : . o e .
DISCUSSION POINTS

1. Funding for GPR biennial appropriations is expendable only for the biennium for
which 1t is appropriated. Unexpended amounts remaining in the appropriation lapse to the
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“general fund. Similarly, funding for GPR annual appropriations can only be expended in the year
for which the funds are appropriated; unexpended amounis remaining in the appropriation at the
end of the fiscal year lapse to the_ geng;ai_ fund.

2. Fundmg for continuing appropriations. is available until it is fully expended or
repealed by a subsequent action of the Legislature. Auzhonzed funding amounts carry over from
year to year until they are completciy spem : :

3. Under ihe bill, the appmpmauons woukd be converted to continuing appropriations
to provide the Department’ with more flexibility to award grants and loans to viable projecis when
the demand for funding exceeds currently . appropriated amounts. The change would allow the
Department to caxry funding over from years in which demand for grants. and loans 1s relatively
low to years in which demand would increase . It is argued that without the carryover of funding
to these years to pmvzde additional grants and loans £CONOMIC development pmgects and the

: assocmted beneﬁts such as }Ob creatmﬂ am;'l capxtal mvestment nght not occur or busmesses
. may lgcate 111 ogher S{a{g& T I T I R TR EN R . : S FINE

4; However, the converswn of the appropnanons to contmumg couid be quesﬁaned
The Department is expeérienced in budgeting for the WDF, RED and CBED programs and should
be able to anticipate demand for program funding. Moreover, the WDF and RED have
continuing program revenue appropriations which provide flexibility as additional funding
sources. In 1995-96, the ‘total amount of funds expended from these appropriations - was
substa.ntzaliy beiow the authi}nzed expcnd;ture amounts

B e Changmg the appropnaﬁons to connnumg could aﬁow sxgmﬁcant appmpnatmn :
g balances to deveiop’ and be carried over into. future years. | to fund increased expenditures. The
’-prescnf:e of carry=over balances in these appropriations: would allow. the Department to expend
funds without direct’ 1egzsiauve appmva} ’I‘hese type of spending increases typically should be
acidressed through the biennial: budget  process.  Keeping. the: biennial and’ annual- LGPR
appropnatmns would retain a degrea of legislative oversight. Balances at the end of the biennium
or fiscal year would lapse to the general fund, rather than accumulating. If appropriation levels
were insufficient to accomplish }eglslanve objectives due to unforeseen cm:umstances the
Department could submit a s. 13.10 request for an appropriation supplement. o

6 Tt is estimated that at the-end of 1996-97,-the WDF, RED and CBED programs
‘will each lapse GPR funding that was encumbered in previous biennia. The estimated 1996-97
lapses from these program is expected to exceed $1.5 million as follows: (a) WDF, §1;100,000;
(b) CBED, $219,400; and (c) RED, $205,600. If the GPR appropriations for each program are
changed to continuing appropriations, such lapses will not occur in future years.
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ALTERNATIVES TO BILL

1. Approve the Governor’s request to convert the WDF, RED and CBED, GPR
appropriations to continuing appropriations. (Future lapses would not occur.)

2. Maintain current law. (Unexpended GPR funds would continue to lapse to the
general fund.)

Prepared by: Ron Shanovich . .
wor__ ANt
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Paper #241 1997-99 Budget May 21, 1997

To: Ioini Committee on Financ__:e o

From ‘Bob Lang, Dmactor e
Legzslatzve Fiscai Bureau

ISS'{EE _
Rural Econamw Development (REB) Program (Commerce)
) -=-:[LFB --Snmmary: :Pages.lz'14~l-1:8, #s 2 thm -6} -

-CU’RRENT LAW

Tha Rural Econonnc Development ngfam (R_ED) provxdes grants and ioans for
"professmnal services and loans for working capital; fixed asset financing and employe relocation
costs incurred in starting or expanding an eligible business in a rural municipality. - The REDis

.funded through both a ‘GPR. bienmal ‘appropriation. “and. a program revenue fepayments
' fappmpnatmn ~Amounts recezvad from RED loan repayments are credited to the repayments

appropriation and these monies are used t6 fund RED grants and loans: Base level fundmg for
the RED pregram 8 $271 SOO GPR and SS’?? SOG PR L : TR PR

GOVERNGR
The bzﬁ would make the foﬂowmg modxﬁcatzons to the RED

a. The GPR appropriation for the program would be increased by $478,500 annually
to reflect funding transferred from the WDF. Expenditure authority of $200,000 annually would
be provided for the Department’s gifts and grants program revenue appropriation to reflect

- anticipated private sector ‘donations related to agribusiness development.- Expenditure. authority
for ‘the repayments appropriation would: be increased by-$82,900 PR in1997-98 and decreased
by $9,400" in1998-99. ‘Total 'GPR ‘funding for the: RED would be: $730,000 each year.
Expenditure authority- for: the  repayments appropriation would be $162,400 in-1997-98 and
§70,100 in 1998-99. (The GPR appropriation would also be changed:te :a continuing
appropriation. This modification is addressed in a separate budget paper.)
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R The definition of a'rural municipality would be expanded to include a'city, town
or village with a population of up to 6,000, rather than the current maximum population of 4,000.
Also, an ehgxble business would be a business with fewer than 100 employees, instead of the
current limit of 25 employes.

c. The RED Board would be required to award from 25% to 50% of the total amount
of RED funds awarded in a fiscal biennium for purposes-related to an agricultural business. The
Board would be reqmrcd to give. priority.to grants and loans that would be used for purposes
related to a dairy farm. Commerce and the Depanment of Agriculture, Trade and Consumer
Protection (DATCP) would be required to designate staff to evaluate applications for grants and
loans related to agricultural businesses and to make recommendations and assist in reviewing
applications.

S ”ﬂ The maximum award for professional services and management asszstance (early .
planning grants) weuid be mduccd fmm 33{3 000 to $15,000. and awards:could ‘only be made as

e. The maximum award that could be provided for working capital, fixed asset
financing and employee relocation costs would be increased from $25,000 to $100,000 and
awards could be made as grants as well as loans. The requirement that, in order to receive an
award, 2 business must have received a RED early planning grant would be eliminated. Instead,

-the business wcmld be required to: demonstrate the feasibility of the project. The bill would also
eliminatethe’ reqmreme:nt that-a maximurm of 20% of total RED fundmg in-the biennium be.used
. fOf thgse 103135 I T R YL T : : : : . .

ekl The bﬂ} would create a'new gra.nt program nnder the R_'ED that wouid prov1de s

: grants toa person or business that proposes to. start-up, modernize or expand a dairy farm (as
defined in the statutes) or other agricultural business in.the state.” Grant proceeds could be used
to pay for services reiated to the start-up, r_nociemizauon or expansion of the dairy farm or other
agricultural business or- for management assistance which would continue after completion of the
start-up, modemzzatzon or expansion. The maximum grant that could be awarded under: the
program would be $50,000. The total amount of grants awarded under the program could not
exceed $200,000 for a fiscal year. L : SR ;

-BISCIESSiON P.INTS

1. Under current. iaw ehgxble apphcants fcr REE grants and Ieans are busmesses that
meet the foliowmg criteria: (a) employe fewer than 23 persons; (b) are located in a rural
municipality (a ¢ity; village or towr with a population.of 4,000 or less or-a municipality located
in a-‘county with a'population density less than 150 persons per square mile); and (c) are starting
or expanding operations. : : : : _
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The RED program has.two subprograms. The early planning grant program provides
_orants or loans of up:to $30,000 to fund professional services related.to starting or expanding a
business or for management assistance continuing after the start-up or expansion. Professional
services include: preparation of feasibility studies or business and financial plans; providing a
financial. package; engineering. studies,. apprazsals or marketmg assistance; -or related icgai
accmmtmg o1 manaccmai services. — TR R ERITI - x

N The nncrc~ican prmram pmvicies loans.of up to.$25,600 for a business for: (a)-working
capital; (b) fixed asset financing; and (c).employe relocation.costs. . However, in order to be
eligible for a micro-loan, a business must have previously received a rural economic development
early. piazmma grant, successfully demonstrate. the feasibility of the business and be unable to
- obtain ﬁnancmg from other sources in reasenably equ;valem terms.: . .. ..

i 2 In the 1993 95 bmnmum, a total o:f $592{}00 GPR ($29600{3 annualiy) was
appropnated for the RED program. ‘Expenditure authenty of $87,100 PR ($39,000 in. }993 94
and $48 10() PR in. 1994~95) was granted The total amount of grants and Ioans that were

_GPR of blenmal funchng lapsed te the general fund at thc end of ﬁscal yeaf 1994~95 Far the'
current bieanium, a total of $480, 760 GPR ($209,200 in. 1995-96 and 3271 ,500 in 1996~97) and
-expenditure amhonty 0£ $211,300 PR ($131,800 in-1995-96 and $79,500:in 1996-97) is provided.
Through -March, 1997 a total 0f:3403,100. had been awarded.” An estimated $205,600 GPR. wﬁ}
f;-iapse at the end cf fiscal: year 1996-97 s e BRI [

3; A pnmary oai of the RED modlficatxons 1S te expand economxc develogment

.. -activities to areas of the state which-bave not been the focus of such activities in the past. A
-.-.substantial’ ameum ef WDP awards are made to busmesses that locate and expand in the more

urban and populated areas. cf the state. . Throuoh March of 1997, over 73% of all WDF. awards
were made to businesses in.12 caunzzes with -at least 70% of the popuiataon living in cities or
villages.:. {Zc}xzverseiy, 38 counties wnh over half of the population resadmg in towns recmved
about 7.7%of total WDF awards. In part, this. reflects. the pattern of economic activity.. More
businesses-and people reside in- nrban areas and, therefore, it is likely that a substantial proportion.
of economic development awards would be dlrected to these areas. Commerce argues that the
disparity also reflects the nature of WDF programs, which focus on substantial investment and
job: growth. . They would:-note that in-fiscal -year 1995-96 the average major economic
development award was alipost $300,000. Similarly, the average customized labor tra.imng award
was $236,000 and ‘the. ‘average technology -development award was over $100,000. . These
amounts wculd indicate. that -the .projects that. receive. funding. require -a substantial finam:ial
commitment from the business. From this view, the. current WDF. ‘programs are not designed to
provide a large number of small awards to small rural businesses.

- However, others would point out that Commerce, along _w.it;h the Development Finance
Board, is required to actively encourage small businesses to apply for WDF grants and loans by
ensuring that there are no impediments to their participation and by assisting small businesses
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in preparing applications.” “From ‘July " 1, 1995 ‘through March, 1997,°13 small- businesses
(busmesses employmv Iess than 250 employees) reccwed awards totalhng $1 4 mﬁhcn from the

4 Y To'the extant expa:zszon of the REB wouid direct relatzvely more ﬁnanmaﬁ a.zd to
rural businesses, economic growth would be promated in areas of the state that tend 1o have a
higher level of unemployment. Tlnrtquo of the thlrty~mght counties with over 50% of the

'populaﬁon in towns had: unemploymeni rates-over 6%:1 m 1996. Conversely, oniy one of the 12
urban counues had an un&m@loyment rate that hzgh S - - 3

fusig Increasmg the popuiatzon of ehgibie communities- from 40“ to 6 000 would
increase the number of eligible communities by 58 from 1,695 to 1,753, The size of eligible
businesses Wouid increase from those with 25 to those with 100 employees. Based on
: mformatwn on empioyers covered: by uncmpioyment compensatxon, 1t is estzmated thlS change
"‘would mcrease ehgxbie cmployers by 12% RS i R R L

: "'6.-':: 8 Thﬁ increase m---t’he' mammnm mcro»lcan amount’ frem $25 8@0 to- $10{} 0(30 is
desxgned to’ make the RED - program comparabie to other. Department general business finance
:pmgrams and is also expected to generate increased demand for RED ﬁnancmg ‘Currently; there
is'a gap’ between the $25,000 that can be. prowded to ural businesses under the RED and the
amounts that ‘are provided through other financing. ;Jrograms “The maximun working capital and
fixed asset financing grant or loan under the minority business deveiepmem finance (MBDF)
program is $100,000. WDF major ecom:muc davsiopment grants and loans have o statutory limit
and are typmaily weii over $100 GG{) : g SE i S

_ Fmanca.
-Devciopment Block Grant’ (CBBG)«-weconomc deveiopment provram Hewever, the ‘buisiness
must go through a federal apphcatlon process, obtain agreement- from its’ communxty 1o apply for
‘the fundmg and usually hire' a consultant for approximately $2,000. to prepare the apphcanon
Commerce mdmates that it had to- chamaei six rural ‘business apphcauons through the CDBG
:program because therc was no oth&:r program to provzde ﬁnancmg of betwesn $25 OOB and

7. The bill' would eliminate the reqmrement that a business must first receive’a RED
early plannmg ‘grant 10 be ¢eligible-for a ‘micro-loan. The elxglbﬂity requirement prevents the
'Eepartment from providing awards to viable projects that would otherwise be eligible for micro-
loans.” Eliminating the’ reqmramem that ‘applicants must have recezv&d an- ear}y planmng grant
would ‘ake more projects’ ehglbie fcr nucro~1oans B e - : :

8. The micro-loan program would be modified to allow grants as wekl as ioans w}nle

the early p}annm grant program’ would" be modified to réquire” grants”  Grants ‘would also
mcrease procrram pamczpation It is argued that small busmesses are” rciuctant to- appl}; for loans
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‘because-of the additional paperwork and interest costs...On the other hand, loan repayments are
a source of additional internal funding for the program.

Ry - 9. - The bill includes a number of provisions that-are designed to direct RED financial
-assistance specaﬁ-caliy to.farmers and. ol:her agribusipesses. These changes mciudc reguiring that
-a significant portion of total RED fundmg be awarded to agnbusmesscs giving award priority
to-dairy farms- and directing. Commerce and: DATCP staff to cooperate in certain activities. In
addition, a new subprogram would provide grants of up to $50,000 each to dairy farms and other
agribusinesses for services related to start-up, modernization, expansion or management assistance
services. The changes are designed to promote employment and economic growth in the
-agricultural: sector "of ‘the’ state’s economy. In-addition, small and mid-sized. farm businesses
would hava acéess 1o financ;ai assistance. The g:rant program is a ery 2020. mmanve

S O 3-:_ _he; bﬂi would increase expfsndlture authonty for the Dapartment s ng{s and granis_ :

_apprapnauon by $200,000. annuaﬂy to reflect anticipated pnvate sector donations :related to -

agﬁbnsmess development.. Accermng to DGA this: fundmg was intended. to be. the. oni‘y revenue
-source for the new. grant program. . . The patentzai for pnva{e sector: donauons is. unciear '
Howcvm‘ uncicr the. provisions in the: bill, awards for: thls Program ceuld be made from any RED
appropnanon (not to exceed a total of $200 000 annualiy)

11 Cammerce beheves tha{ these medxﬁcauons wﬁl szgmﬁcanﬁy mcrcase demand for

..;RED fundmg They argue that, under current base level GPR funding, only two micro-loans and

four early piannmg grants.of the maximum amount. aouid be. made each year. However, if GPR

:fundmg increased by $478,500; a total of six micro-loans and. 10 eariy plzmnmg grants could be

- funded. . Moreover; si _

- applicants, the number of ; grants and leans that cauid he awarded w;th thf: add:ltmnal ﬁmémg-;““
%wouldbesubstantzally h;gher S e G T AV S

i 12 'i’hcre are a number of statewfundad programs that prcv:de asmstance to farm-
agncultm‘ai a.nd rural busmesse:s -An argument for not providing or for h;mtmg fundxng for the
RED is that ‘currént state assistance “services to farm;. agncuizu:ai and. rural businesses .are
adequate:: The Wisconsin Housmg and Econennc Development Authnmy (WHEDA) admzmsters
the-Business: Development Bond Program which provides loans to eligible small and medium-
sized manufacturing: firms. - WHEDA - also’ administers the Beginning Farmer Loan program,
Credit Relief Outreach program (CROP); Farm.Asset Reinvestment Loan, Guaranzee program and
the Agribusiness Loan Guarantee program which provide financial assistance to. farmers. and
agnbusmesses to fund certain business expenses

The Unwﬁrs:ty Gf Wzsmrzsm~£xiens1on prov;des educa{mnaj and appi:cd research
programs-to-provide-assistance to-small businesses and commumt;es for assessmen{ of busmess
development, recruitment and retention. : These programs include.small business development
centers, cammumty -and labor-force analyses The: extensmn also provides specialized educational

Commerce (Paper #241) .Page 5

since its. hkely that .the maximum amount would not be awarded to- all;_-_-_ -




and business services suchas'the W1sconsm Technolcgy Access procram to support business: and
community economic development. : e '

e Smulariy ‘the UW~Extensmn provzdes ‘agricultural business management programs and
“services for farm'owners; operators and ‘managers through -its campus-based  specialists and
statewide’ network of ‘county agents. - The Extension also’ offers educational programming: for
'busmesses prov:dlng services'to farmers. The Extension Center for Cooperatives and Small
Business {)eveiopment Canters prowde financial -and: busmess progra.lrmmmcﬂr tothe agncultural
'serwce sector e : : : SR P _ S _

+The Departmeﬂt -of Agrscu}ture ‘and’ Consumer Protection (DATCP) also’ adrmmsters a
number of programs ‘which provide financial and management assistance to agribusinesses:: The
Farmers Ass;stance Program helps farm families address financial, legal and associated personal

"problems-- ‘The Enny~}3x1t farmer Program assists. ‘farmers - in’ transferring operations from
~individuals exxtmg the dairy mdustry to those entering the industry. DATCP also administers: an
'agnculture deve}opment ‘and  diversification' grant ‘program ' that provides grants - to. fund
demonstration prq;ects feasxbzhiy analyses-and apphed research ‘toward new: or alternanvc
' technolog:es and practices to stxmuiatc agncuimral deveiopment and economic actmty

13.  The biennial funding level of $1.5 million mc:luded in the bill for the GPR
appropnatlon represents a 212% increase in GPR funding over the amount-provided in 1995-97
(%480, 7{}(3} f expendlmre authomy for the program revepue: repayments appropriation is
mciudcd the $1.7 million- appmpnated for RED for. the :1997-99 biennium would be a 150%
incréase m funding over the current biennium. When the: rmcro—loan program: was originally
: -"__f:rf:ated in th 1’1-9_93 95" ‘biennial’ budget (1993 Wisconsin Act 16) no ‘additional funding ‘was. .
* provided.  Moreover, at the ‘end of 1994-95, the RED lapsed $368,40. It is estimated that; at the.
end of fiscal year 1996~ 97, $205,600 will be lapsed. Current year awards have not been funded
from the program revenue repayments appropriation. As noted, expenditure authority of
$162, 400 PR in 1997-98 and $70,100 PR in 1998-99 would be provided for RED awards. The
fact that the GPR' apprcpnanon is expected to lapse funds and the repayments funding: is
available wouiid seem to indicate that the current level of demand for RED financing is restrained
and there is seme ‘flexibility to absorb incréases in-demand out-of the base funding level. - From
this view, it is'argued that the additional funding is not necessary since demand for RED awards
could ‘be ‘absorbed by base level GPR and PR funding. - If Commerce found that demand
exceeded available RED funding, it could request the transfer of additional WDF funds from the
Joint Committee on Finance under §. 13.10 of the statutes. - Do

14.  If the Commitiee decides to deny the mcreased fundmc for the RED it may w;sh
to’ delete the funding from the Department’s budget rather than returning the expenditure
authority to the WDF. It is argued that reducing state GPR expenditures would contribute more
to economic development than allocating the monies to a few specific businesses. Itisnoted that
many economic studies indicate that the overall level of state spending affects the state business
climate. Lower state spending could limit the level of taxation and studies have shown that
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relatively low taxes contribute to economic growth. In addition, research suggests that economic
development incentives have a modest effect on business location and expansion decisions.
: Frequently, the cost of incentives of businesses that are unaffected exceeds the benefits generated '
by the businesses: that receive the incentives. Finally, if the reduction in GPR expenditures is
-used - 1o prevxdc fumlmc for increased. state-support for: public schools; the funding would
-contribute to.a: reciuctmn in.property taxes for all state businesses.. . The.significant decrease in
~school property: taxes in the state should act as an incentive for business locations and expansion.
As it ‘indicates: in its 1997-99 base reduction plan the Department could work to- jeverage
-additional fundmg to offset the amount cie}eted from the WDF. : : :

C)thers wc)u}d axgue ;:hat noi: repiacmg the WI)F expendlmre authonty wouid be
-detrxmemal 10 economic development in the state. They point to.a number of economic research
studies .which indicate that incentives contribute to job growth and economic. development.
___.Studies have shown a: posmve relationship between the-per capita level of state development
_expend;turcs -and the: ‘growth.of a state’s. manufacturing sector. . In :addition, increased local -
:-empioyment has szgmficant Iabor- market bene,ﬁts for local reszdents Incmasmg an area’s level
of amploymenx raises. the: averaga real cammgs of local raszdents - Moreover, growth in local
.employment. has greater: benefits. for disadvantaged groups; the earnings.of the less-educated: have
been shown to increase by a greater percentage than those of the more-educated. The same
relationship exists for the comparative earnings of African-Americans and whites. Supporters

would note that over 1,100 jobs were retained and 1,045 new jobs were created as a result of
“WDFE awards thmugh the customized labor training (CLT) and. major economic development
{MED) grant and loan subprograms in fiscal year 1995-96.  In addition;:CLT awards- 1mprove
:the quality of the workforce which is also a factor affectmg location and expansion decisions.

Technology. developmﬁnt ‘grants-and loans: encourage research and development and capital .~ . -
investment by Wlsconsm ﬁrms ~Some- weuld argue that repiacmg the WDF funding would have =

a greater effect on state econormic development than would lapsing the amount to the general
fund.

15. ' As an alternative, the Committee may wish to limit the amount of the transfer from
the WDF to $200,000 annually. At the minimum, this amount would allow the Department to
make two-additional micro-loans each year. If Commerce found that demand for RED financing
exceeded available funding, transfer of additional WDF funds from the Joint Committee on
Finance under s. 13.10 of the statutes could be requested. :

i6. In its 1997-99 budget reduction plan, the Department indicates that RED funding
could be reduced by $35,200 GPR in 1997-98 and $15,000 GPR in 1998-99. The reduction
would result-in less funding for RED projects. However, the Department indicates that if the
initiatives recommended in.the budget are adopted, it would siill allow Commerce 1o increase and
improve its level and type of activities over the current level of activities. Another alternative
would be to delete these amounts from RED funding for 1997-99,
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:-ALTERNATIVES TO BiLL

S Ap;)rave the Govcmar s recommendatmn tor (a) increase the GPR appropriation
*’by $478, 5{30 GPR anniially to reflect funding transferred fmm the' WDF, provide expenfhture
“authority’ of '$200,000 PR annuaily for the: Depaﬁment s gifts and’ grams ‘program ‘Tevenue
' ap;sropnatmn to reflect anucxpated przvate sector donations’ related to agribusiness development
~and-provide expendxture authonty for the: repayments appropriation of $82,900 PR in 1997-98
“and‘decrease expe;ndzture auth@rlty by $9,400 in- 1998-99;(b): modzfy the definition:of a rural

rnumczpah:;y to include a city, town ‘or village. with'a popuianon of up to 6,000 and‘an eligible

business to be a busmess with fewer than 100 cmployees {c) require the RED Board to award
frotm 25% fo 509 of the total amount of funds for'an agncuitural business-and give pnonty to
“adairy farm; (d) reduce the maximum award for professional services and management: assistance
{early plannmg g:fants) from' $39 000 to. $15,000 and awards could only be ‘made ‘as grants; (e)

‘increase the maximum: award that could be provzded for warkmg capital, fixed asset financing .

“and-employee relocation costs o $100, 000 and awards could be made as grants aswell as loans;
() ehmmate_ the reqmrcment that, in order 10 Te _ive an: award -8 business must have received
“aRED ear}y' plannmg grant; and (g) create amew grant pmgram that would provide: grants of up
“10 '$50,000 to 2 person-or business that groposss 1o start-up, modermize or expand a dairy farm
of other agnculiural business in the state “The total amount of grants awardcd under the pmgram
'couid not cxcced $2i}0 m for a ﬁscal yf:ar RETE A

TR 22.-*.'5-* Modify the Govemor 3 recommcndanons 1o deiete RED fundmg of $35 20() GPR
“in 1997-98 and $15 000 GPR in 1998 99 ek

Alternative 2 -

1997-99 FUNDING. (Change By . -ss0200 |

3. Make one or - more., of the feﬁowmg mcdlﬁcatzons to the Governor 8
-recommendatl{ms o BT SR T
Can Lmut the mammum nucro-loan to $25 m rather than $100 G(}O
b. Requzre that workmg capltal ﬁxed asset f"mancmg and employe

relocation awards continue to be made as loans rather than grants Also, continue
10 allow eaﬂy plamung gz’aat awards o be made as iaans Lo -

: co Deieie the rcqmremant that between 25%: 10 50% of the total'
' -'amount of "RED bzenmal awards be fer purposes rciated to ‘an agnculmral
d. Eliminate the requirement that the RED Board give priority to

grants and loans for dairy farms.
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€. Delete the new grant program for farm start-ups, expansions and
modernization and delete the related $200,000 PR annual expenditure authority.

- Alternative 3e PR

1957-89 FUNDING (Change to Bill) - $200,000

f. Specify that the $200,000 PR in annual expenditure authority to
reflect anticipated private sector donations related to agribusiness development be
the sole source of funding for the new grant program for farm start-ups,
modernization and expansions. '

4, Modify the Gevemor s recommendatxon to transfer $2OO 000 GPR annuaily (rather
than $478 5()0) fmm the WDF to the RED L : _ .

: 55..' L Modlfy the Gevemor s recommendanon to transfer $2{)€3 {}GO GPR annually from' g
the W}DF to the RED and deiete $2’7S 50() GPR annuaiiy from the WDF

Altematwes s ;' S _GPR

~r—

.| 1997-99 FUNDING (Change to Bil) - $557,000

6. Mochfy the Govemer s recomme,ndatzon to deie{e the transfer of $478 500 GPR
_annuaﬁy from the WDF 10 the RED : :

: . :' 7. Me fy the Gevemor 'S recammendauan 1’0 delete $478 50{) GP‘R in annual fandmg: G
from the WDF but not to increase the RED. & .

Aitematzve? ' . '. e GPH
1199799 FUNDING (Change fo sns;..- | -$957,000 |
8. Maintain current law.
Alternative 8 PR
1897-99 FUNDING (Change to 8ilf) - $473,500

Prepared by: Ron Shanovich
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Senator Decker

COMMERCE

Rural Economic Development Program

Motion;

Move to modify the definition of eligible business under the Rural Economic Development
program to be a business that, together with any affiliate, subsidiary or parent entity, has fewer
than 50, rather than 25 employes. C

Note:

- Currently, eligible applicants for RED grants and loans are businesses that meet the
following criteria: (a) employ fewer than 25 persons; (2) are located in a rural municipality (a
city, village or town with a population of 4,000 or less of a municipality located in a county with
a population density less than 150 persons per square miile); and (3) are starting or expanding
operations. - This motion would modify the definition of eligible business to include businesses
with fewer than 50 employes. 'SB 77 would ‘incréase the figure to 100 employes.

MO#"'H’,%

25535.5 : g N A

} DECKER N A
GEORGE N (&
JAUCH N A
WINEKE 5 N A
SHIBILSKI N A
COWLES N A
PANZER (Y N A
JENSEN (¥ N a
OURADA (" N A
HARSDORF  (¥) N A
ALBERS vy & a
GARD N A
KAUFERT »,% N A
LINTON “X2ON A
coGas YY) N A
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Senator Decker

COMMERCE

Rural Economic Development Program--Farm and Agribusiness Grant Program

Motion:

Move to modify provisions of Senate Bill 77 to decrease, from $50,000 to $15,000, the
_ maxlmum grant that could be awarded under the new Rural Economic Development program for
dairy farm or agribusiness start-ups, expansions or modernizations.

Note:

Senate Bill 77 would create a new grant program under the RED that would provide grants
1o a person or business that proposes to start-up, modernize or expand a dairy farm (as defined
in the statutes) or other agricultural business in the state. In order to receive a grant, the person
or business would have to own, - either currently -or in the future, the dairy farm or other
agncuiturai busmess Also, it would have.to be: likely that the grant would result in the start-up,
modernization or expansion of the dairy farm or other agricultural business. Grant proceeds
cauid be used to pay-for: serv;ces related to the start-up, modemazatmn or expansion of the. dazry o
faxm or other agncuiturai business. or: for management assistance which would continue after’
completion of the start-up, modernization or expansion. Management assistance would include
engineering and legal services and professional assistance in establishing or improving
management systems, policies or procedures in such management concerns as financial planning,
personnel, inventory control, production planning, purchasing, bookkeeping, record keeping and
marketing. The maximum grant that could be awarded under the program would be $50,000.

The total amount of grants awarded under the program could not exceed $200,000 for a fiscal
year.

This motion would reduce the maximum grant that could be awarded under the program
from $50,000 to $15,000. o
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Senator Wineke

COMMERCE

Grant and Loan Programs

Motion:

Move to delete $11,180,800 GPR and 30.0 GPR positions annually to eliminate GPR
funding for the Wisconsin Development Fund, Minority Business Development Finance program,
Business  Development Initiative program, Rural Economic Development program, and

_Commumiyﬁﬁased Economic Devek)pmem program and for administration of those programs. . '
‘Reduce the state. cor_pcrate income and franchise tax rate from 7.9% to 7.78%, beginning with

tax year 1997

Note:

Cammerce admzmstcrs a number of grant and loan programs that provide financial

~ assistance to state busmesses GPR fundmg is prewdad through the Wisconsin Development. =
g "and Mmonty Busmﬁss Deveiopment ‘Finance program, Busmess Daveiopment Initiative

program, Rural Economic Development program ‘and Commumty—Based Economic Development
program. This motion would delete funding for those programs and the associated administrative
fundmg and pesmcns prowded under SB 77 '

Based on current revenae estlmates, corporate mcome and franchise tax collections are-
projected to be $650 million in 1996-97, $642 millionin 1997-98 and $655 millicn in 1998-99. -

The current corporate tax rate is 7.9%. This motion would reduce the rate to 7.78% beginning
with tax year 1997. As a result, there would be an estimated decrease in corporate income tax
collections of $11 million in 1997-98 and 1998-99. In addition, there would be a one-time
revenue reduction of $3 million to reflect the reconciliation of tax year and calendar year tax
payments.

[Change to Base: -$25,000,000 GPR-Rev, -$22.360,000 GPR]
{Change to Bill: -$25,000,000 GPR-Rev, -$22,360,000 GPR]

Motion #1387
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Paper #242 . 1997-99 Budget S May 21, 1997

To: Joint Committee on Finance

7 From: Bob Lang; Di%eé‘tér"
w o Legislative Fiscal Bureau:

ISSUE

Fundmg for Forward Wlscmsm {Commerce)
{LFB Snmmazy Pagc 119 #7]

CURRENT LA’W

The: Z)eparz:mem of Commerce provides: fundmg to Forward Wisconsin to establish and
'implammt a natwnmda busmess develcpment campmgn State. funds may be-used for

s :-;:_expanses dlrectiy mcurred by the orgamzation in. xts ecen@mm development promoﬂon act:vmes e

i -"The base fundmg Tevel for aid to. Forward Wlsconsm is. $250 000 GPR..

Provide an additiona_l’$25();(}(}_{_) annually in funding for Forward Wisconsin.

QISCUSSION P()INTS

I. Forward Wxsconsm is a nonproﬁz orgamzatwn creatf:d in: 1984 10 promote
economic development in Wisconsin. More recently, the organization has focused on marketing
Wisconsin-to out-of-state “companies ' interested ‘in relocating-or expanding -their operations.
Forward: Wisconsin-has a: staff of 12 people-and offices in - Madison, Chicago ‘and Eau Claire.
The orgamzanon 1s funded: primarﬂy threugh pnva{g cmatrzbntmns and state aid prevxded through
Commerce. R _ o e e e .

2. Forward Wisconsin uses the following marketing programs to promote the state:
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U et ‘Mail. The direct mail campaign’ includes personalized letters, most sent
with the Governor’s signature, to business executives. The items sent include a variety of
presentations, offers and enclosures which attempt 1o encourage responses from companies with
definite expansion or relocation plans. In 1995-96, personalized letters were sent to 28,387
business execuiives. =

b. Telemarketmg The agency makes phone contact with executives who receive
direct mail letters. Most calls are made to schedule appointments with prospects in conjunction
with the agency’s prospecnng tnps The agency made direct comact wzth 15,256 executives in
1995-96.

c. Prospecting Trips. Following direct mail and telephone contacts, companies that
express an interest- in a Wisconsin business location are visited by Forward Wisconsin
representatwes In: 1995 96 Forward WISCOIISJ.II representatwcs schedulcd 155 appomtments in
twgdlffergn{ciues S SRy e B B s e e e

'. ".d'. Trade Shows. “The agency mzuntams cxhszts at trade shows in different cities.
Forward Wlsconsm staff and volunteers distribute information from booths and call on exhibitors
and targeted firms in the cities that host the shows. In 1995-96, Forward Wisconsm pa.rtzmpated
in three trade shows in different cities across the U.S. y

Advertxsmg. -The :organization :places advertisements - in. major ‘economic
deveiepment magazines and‘in annual- directories: used by:corporate planners. The agency
_ jestxmates that print advertisements genﬁrated 19 requﬁsts for addltional mformauon

I ‘addition, -..Forward Wlsccmsm 'pubhshes certam pmmenenai matenals mcludmc
newsletter and cosponsors, coordinates or hosts a number of special events, such as the Greater
Milwaukee Open. Also, during 1995-96, Forward Wisconsin conducted specialized campaigns
for wood industries, ‘metal Workmo industries and a Milwaukee project focused on:financial
mstmmons and telcmarketers

3. It is dlfﬁcuit to quanutatavely measure the success of an economic deveiopment
program since many factors are usually involved in a decision to relocate or expand a business
in Wisconsin. Many of Forward Wisconsin's efforts that the organization has identified. as

successful were accomplished jointly with local and regional economic development
eraamzatwns, state busmesses and the Department of Commerca i

H;sﬁoncally, some” have cntzcxzcd Ferward Wxsconsm f0r duphcatmv the ©CONOTRIC
development activities that are performed by -other state: and local.agencies.: During the 1980°s
and early 1990°s there was concern that Forward Wisconsin and Commerce (then the Department
of Development) were performing similar functions for promoting and facilitating in-state
marketing and economic development and international trade.
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4. . There are a number of arguments that can be made for contmucd state funding for
-Ferward Wisconsin: :

S ¥ Forward WISCQI’ISH] makes a sxgmﬁcam contnbnnon to econmmc growth and geb
creation: in Wzsconsm The organization uses two. measures in evaluatmg the success. ‘of its
eforts: the number-of Ieads and the number of pmspccts generated Prospccis are deﬁned as out-
of-state companies.that have definite expansiop or relocation plans and will consxder Wlsconsm
-as.a possible site. . Leads are. outv-cf-state companies. that are experiencing strong growth but
whose .management. is. less certain about their short-term expansion- plans. Sunng Forward
‘Wisconsin’s 1995-96 fiscal year, it generated 201 new leads and 107 new prospects, out of over
15,000 calls .and ‘requests- for additional mformat:on - The orgamzan{m estimates that the
prospects generat{-:d c:'iur:u‘mr 1995- 96 will result in 881 Jobs for Wisconsin workers.

e Commercc ané Porwaxd Wxsconsm have deveiopeci s&parate deﬁned roles in the
state 5 overall ‘economic df:velopmﬁnt strategy }Iﬂ recent: years, Forward Wasconsm has been
-focussmg its actxvzt;es pmmarxly on ‘out- of-staie marketmg Moreover Forward WISCOI).SH! is
relacaung 1ts Madxsen ofﬁce with Commcrce inthe WHEDA buﬂdmg ’{’Ius wﬂi aﬁow for cieser’ e
ceordmation of both: orgamzatmns econormic deveiopmem activities. . _ .

L e Forward Wzsconsm is a. pubhcfpnvate caopcranve ventum Busxncsses contribute
to: the ergamzanon 1in part, because. of the:state’s ﬁnan(:ia} commﬁment In 1995 96, pnvate

could also have the effect of reducmg pmfate mnmbunons

cooveeBueen Forward Wisconsin's pro;ecte;i revenue for 1996-97 15 $1,153,700. - Seventy-eight .-
: percent ($9{)2 SOG) is expeaied to come from prwate contrlbutlens The remmmng fundmg is aid
from the state. through Commerce ($25{} (}{}0) interest. and other m;scelianeous revenue. In 1995-
96;: the: organization received. 5755 230. with. $505 230 (66%) in . private contnbutmns and
$25960€?fr0mthestatﬁ s T

TR 6 Forward Wxsconsm recewed $50{} 000 in state fundmg each ﬁscal year from 1984-
85 thxough 1991 .92.. The organization received $4GO {}0{} in 1991 -92 and i in 1992-93.. For fiscal
years 1993-94. and. 1994-95, $500,000 in state ﬁmdmg was. again_ promded However, in the
1995-97:budget bill, the Governor recommended deleting $250,000 in 1995-96 and all $500, OOG
of state funding for Forward Wisconsin in 1996-97. Asa result under the bzli state funding for
Forward Wisconsin would have been eliminated, beginning in 1996-97. It was believed that
Forward Wisconsin was. performing -activities. related to. site. selection that were similar to
Commerce. If Forward Wisconsin stopped performmg such a funcﬂon its, iawer Operating costs
-would not require state support... Moreover,.it was also bcheved thaz 1f the e:lirmnazwn of state
support. caused- Forward Wisconsin to reduce its Gperatwas, _Cemmerce could . expand its
activities, such as' its advertising campaign, -to replace Forward Wisconsin. - Hewever the
administration subsequently requested .and the Legislature approved, the transfer of S’?JOGOO
from the WDF repayments appropriation to provide funding for Forward Wlscons_m_ in 1996-97.
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7. Some would” argue ‘that the level of state fundmg for Forward ‘Wisconsin should
not be increased. Ferwarﬁ Wisconsin reccwed total revenue of $1.2 millicn in'1994-95, when
it received $500,000 in state funding, and is pmjectinv approxnnateiy the same amount ($1.15
‘million) for 1996-97; with state funding of $250 000. Arguably, private contributions have offset
the. reducuen in state” funfimg Tris aiso argued that economic development strategies have
shifted" away from busmess recruitment and  focused ‘more ‘on-business retention, technology
transfer and export markcts ‘As netcd ‘Forward: Wxsf:onsm has historically focussed on recruiting
out-of-state businesses.” “Inthe past Forward Wasconsm duplicated certain activities that were
'perfermed by Commerce such as attemptmg to act-as'a liaison for: ‘businessi relocations ‘and
devclepmg ﬁnanémg packages “The changmg emphas:ls in economic'development activities and
elimination’ of duphcated act;vmes raduce the need for an’ mcreased ievei of state fundmg

8., . The Governor' 1denuﬁes the $25{) OOO annually pr()vzdeci to Forward Wxsconsm
w1th an’ equwaient reduction in the WDF. If the Commiitee decides to not'provide increased
:fundmg for Forward ‘Wisconsin, it may wish’ 10 dsietéfthe funding from Commeérce’s: budgct’
] rather than’ retummg the expencixmre authomy 1o the: WDE. It could be argued that: redncmg state
'GPR expendztures would: contribute T 10 economic’ dcvelepment than allocatmg the monies
to a limited number of businesses. In addition, research’ suggests that economic developm&nt
incentives have a modest effect on business location and expansion decisions. Finally, if the
reduction in GPR’ expendmxrcs isused to prcwde funding for mcrcaseci state support for public
schoois, ‘the fundxng would ‘contribute 1o a reduction in’ property taxes for all state businesses.
‘As it indicates in its 1997~99 base- reductmn pian the Department c:(mld work o Ieverage
additional ﬁmdmg 10 offset the amount deleted from the WDF:" Pl s AR et

Cammerce and DOA argue. that not--i'repiacmg thc WDF expenditure authority . -

i would be -dcmmentai 10 economic deveiopment in the state. They: pomt to a number of economic

research studies “which mdicate that mc:entwes “contribute o job - ‘growth” and * economic
:development Studxes ‘have shown a positive rclatxonsh_lp between the per capita level of state
economic davelepmtnt expendatures and the growth of a state’s manufactunng sector.” - In
addition, mcrea:scd 1oea1 employment has s;rrmﬁcant labor market benefits for local residents.
Propenents note. ‘that over 1,100 jobs ‘were re:iamed and'} 045 new 30bs were created as-a result.
of WDF awards threugh the customized Iabor training (CLT) and major -economic 'development
(MED) grant ‘and loan subpmgrams in fiscal year 1995-96. ‘Therefore, it is argucd that replacing
the WDF fundmg would have a greater effect on state economic’ development than would lapsmg
the amount tca the generai fund ' R i I I T TR

10, In its 1997-99 base’ reducnen plan thé Bepartment proposes transfemng $150 {}OO
annually from the WDF to Forward ‘Wisconsin. The Department indicates that the additional
$100,000 reduction ander“SB 77 from the ‘suggested ‘amount would limit the ‘increase and
1mprovement in services and marketmg that could be provided by Commerce. - However, :the
‘additional $150,000 in annnai funding’ (rather ‘than -$250,000 under the bill) would still-allow
F{)rward Wzsconsm to mcrease its serwces and marketmg ievei and o' continug 1o cover the cost
of its operations. R e e ‘ SRS
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In a separate provision, the Department also proposes reducing the funding for the WDF
by $235.500 annually. The Department indicates that this proposal would reduce funding that
would be available for financing projects and as a result, would reduce the number of jobs that
could be created or retained. However, Commerce would work to offset the reduction by
leveraging more private funding fo_f_-projects. In part, the proposed reduction in WDF funding
reflects the additional funding in the WDF that would remain ($100,000 annually) because the
amount transferred to Forward Wisconsin ($150,000 annually) would be reduced. As an
alternative the Comrmnittee could adopt the Commerce proposals to transfer $150,000 annually
from the WDF to Forward Wisconsin. In addition, $100,000 annually could be deleted from the
WDF.

ALTERNATIVES TO BILL_

R . Appmve the Governer s recommendanon to prov;de $250 000 annually for
Fcrward Wxsccansm :

2. Deicte the chemer s recemmendatzon to pmmde $250 000 annually for Forward
Wisconsin a.nd restore an equal amount to the WDF. o

_ 3. . _.;Delste the Governor’s recommendation 'to provide $250,000 annually for Forward
‘Wisconsin. e e R
Alternatwea g GPR:
e Fuumne {Change to aala} o -$500000]

4 Mochfy the Govemor $ recommendatzon Eo pmvzde $150 000 annually in funding
to Forward Wisconsm B c -

-Alternative 4 o G?_R.
'199?-99 FUNDING (Change to Bilj) - $200,906-

5. Modify the Governor’s recommendation to provide $150,000 annually in funding
to Forward Wisconsin and restore $100,000 annually to the WDF.

6. Maintain current law.

Prepared by: Ron Shanovich
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Paper #243 - 1997-99 Budget | May 21, 1997 &

N '.-TO fi'omt Commxttee ‘on Fmance' B EE

From Beb Lang, Dn"ector
Lcc’asiatwe Fascai Bureau EERR

: -ISS{}E

Mevmg Costs (Conunerce)

{LFB Summary Page 119 #8]

CURRENT LAW

The Department of Commerce is provided $801,100 ($431,500 GPR, $277, 200 PR and
. $92,400 SEG) in base fundmg for rent costs. = -

_ G{)VERNOR -

Provide increased funding of $148,800 GPR, $598,300 PR and $395 000 SEG in 1997-98
and - $168,400: GPR $698,500 PR-and $453,300 SEG in 1998-99. to fund costs. related to the
I)eyartment s move into the new WISCOHSIH Housing and ﬁconozmc Davelopmem Authcmy'_ -

(WHEDA) buﬂdmg

DISCUSSION POINTS

L. On February 22, £996 the State Building Commission approved a Bﬂ-year lease
agreement for approximately 88,900. square feet for the Departments of Tourism and Commerce.
The lease agreement authorized annual lease costs not to exceed $1,954,750 (or $22 pe:r square
foot for the max;mum authorized square feotagc) .

2. ’I‘he Cemmssmn appmved the lease because the new WHEDA bmld;ng would
create a single- location that would.be the focus of all state economic development activities. By
having close proximity to each other, and through the sharing of common facilities, it is believed
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' ':that WKEBA Commerce Tourxsm and Ferward W;{sconsm ‘would be better able to cocperatweiy

address the state’s business development nceds Moreover, Commerce has assumed functions
premously per,fenned by other departments, such as administration of PECFA, and has outgrown
its space in the Lorraine bmkima The Division of Safety and Buzldmgs will be moving out of
its current space in GEF 1, which will be used for programs and functions, such as administration
of the D;wsmn of Econormc Support whxch have been transferred to. DWD.

3. Ths Department {:urrentiy rents 53 966 square feet (29,109 square feet at the
Lorraine building and 24,857 square feet at GEF 1) at the average rate of $15.10 per square foot.
The Da;aamncnt will rent “78.660 square ‘feet (46% increase) in ‘the new WHEDA building at
about $22 per square foot (46% more) for total rent of $1,764,800 annually.

- 4, ‘Table 1 shows the funding for the different costs associated with the move. It
should. be noted tha.t the Department of Administration will purchase furniture for Commerce
throucrh a ﬁveuyear masteriease of $20{3 0{}{} annualiy “Those: amounts: are not- mcluded in the

table

TABLE 1

Department of Commerce Moving Costs
1997-99
T '.Exggnsg L U R Ll pel 199798 0 e 1998409 .
GPR $90,500 $165,000
CPRO o .o 310600 . 471800 .
s s imee0 o
“Total $635.600° 5963700
© WPRO Y 7226;700 226,700
SEG 126,400 126,400 -
Total $356,500 $356,500
Move
GPR 54,900
_PRO 61,000
SEG 34100
Tam:s*”“ ©$150,000
Subtotals G e e
GPR $148.800 $168,400
PR 598,300 . 698,500
. SEG.- . 395.000. . __453.300
TOTAL $1,142,100 '$1,320,200

‘Page 2
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sreeSeciBased onsthe: Bmldmv Commission action, Commerce: would be allowed up to
75900 squarf: fem (with13;000 square feet budgcted for: Tounsm} at: a.cost Dot to @xceed
$1,669,800 annualiy Therefore, Commerce rent costs associated with the new. building could
be reduced by $62,700 in 1997-98 and $95,000 in 1998-99. (If Tourism occupies less thzm the
13 ,000 square feet budgatad and Connnerce occupies more than budgeted anadjustment between
the agencies could be. requested und&r s. 13:10.). Fundmg under the bill could be reduced either:
(a) all from GPR, _consistent w1ih the vaemar s budget efﬁcmncy measures; or (b)
proportionally from the zhree fﬁndmg sources. Whﬁe the ‘current lease exceeds the figures
approved. by the Building Commission, Commerce and DOA “argue that actual lease. costs
typically differ from estimates approved by the Commission. Further, DOA states that approval
of mcreased costs are not wpicaliy sought nor are area mcreases unless they exceed 10,000
Squafe feet i ; e FE ERR . ke

_ = 6 _ in 1ts budgct reductzon measures pmvxded to: ihc Governer as part of its 199'?~99_- .
' ’budges; snbrmsszon the: Dspartment 1den11ﬁed the f{}llowmg GPR ﬁmdmg that could be deleted:
(a) $75,500 in 1997-98 and $67,600 GPR in . 1998~99 in supplies and. services ftmdmg in-the -

‘Division ef Internationai and Expe:t‘t Daveicapment ami (b) $25; 000 annualiy from the hazardous_' e

pcilutton prevcnﬂon contract appropriation. The bill did not mciude these potentzal reductions
“identified by the Department Therefore, the Committee could delete’ $1“ 0,500 GPR in 1997-98
and $92,600 .GPR in 1998-99 ‘in funding for the moving costs to reflect these potential base
fund:mg reductions. Aitematwely, the Committee could delete ail fundmg for moving costs and
require ‘the D@panmenI to fund the costs out of base level: fundmg When the agency was
reergamzed ‘during the 1995-97 budget, DOA- mdmated that all costs associated with agency -
_-’reorgamzanons weuld be ﬁmded fmm base ieval appropnauons '

g The _.Departmeni md;cates that o ac:haeva the base Ie’vel reducnens 1den£1ﬁed u' o

wonld have to wbstantaa}l}f reduce its staff and, as a result, its economic development and
regulatory activities. SB 77 mcludes a provaszon which would convert $496,900 GPR and 7.56
GPR positions to the. Depanment s pregram revenue services appropriation. The conversion
reﬂacts ‘reorganization of the Department The reducmon in GPR expendmmes is intended to be
a method for. mterﬁaily fux}dmg the mevmg costs. In ofder to fund the PR moving costs from its
base, the: Departmcnt would be- reqmred to eliminate 9.5 positions that staff programs that are
required by statute or rule. ermlariy, to fund the SEG costs from the base, the Department
would have to ehzmnate 7.5 posﬁmns Some of these would be from PECFA review and claims
processmg ' T - :

ALTERNATIVES TO BILL

1. Approve the Governor’s recommendation.
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All fmm GPR

AEtematzw 2a

. -$157,700 |

199?—99 FU&DiNG {Change to Bnﬂ)

“Modify the Governor's recommendation, based:on Building Cormmnission estimates,

and ‘delete $62,700 GPR m 1997—98 and- $95 ()OG G?R m 1998 9 for Tent under one of the
foiiowmg m&thads B g : :

Delete $8,000 GPR, $33,200 PR and $21,500 SEG in 1997-98 and $12,100 GER,
© $50,300 PR and $32,600 SEG in 1998-99. | B

"~$8é;5be"'- ~'_$'$4,‘1'bn" SR g;qjg?;fco_ o

' hﬁemat;ve 3

“1997.99 FUNDING {Change o

 Maintain curtent law.

| Atternative 4. o o

Prepared by: Ron jaucH
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i GOVERNQR T

Paper #244 1997-99 Budget . _ May 21, 1997

To: Iomt Commzttee on Finance
From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE
Economm })evelopment Promotmn Funding (Cemmerce)
{LFB Summary Pawa: 1i9 #9]

CURRENT LAW

i The economic.development prometion appropriation has base level funding of $120,000

- Provide $40,000 GPR annually to the economic development promotion appropriation to
.reﬂect the transfer-of funding from the Wisconsin Development Fund ($15, 000), Community-
Based: Ec:ononnc dcveiopmen{ program ($20, 800) and economic .and community - development
general -program operations ($5, 000) GPR appropriations... " The ‘bill would: also. modzfy the
economic development promotion appropriation to provide that it could. be used to fund plans and
studies. The plans and studies would include reports associated with the Depanment $
responsibilities related to: business and industrial development; economic development promotion,
planning -and . research; - cooperation . with. other: entities; -and technoiogy~based economic

development.

DiSCUSSXGN PBIN’I’S

1. Econenuc deveiopment pmmtmon funds are generally uscd fox a. number of
purposes including advertising, printing various publications and promotion.and public relations
activities. The following table shows amounts projected to be expended for the different

Commerce: (Paper #244) Page 1




activities funded through the economic development promotion appropriation in fiscal year 1996-
97.
'Eéonérﬁie De?elopﬁiéﬁt Prérﬂoﬁon .- 1996-97

Category ' " Amount  Percent

Paid Advertising 534,600 28.9%

Public Relations 30,400 25.3

Printing & Publications 19,000 ' 15.8

Special Major Projects 36,000 30.0

Total $120,000 100.0%

2. " The state’s 'maikét-ing plans consists of the following four elements:
Paid Advertising. Advertising which disseminates information about state economic
development programs and services through special sections on economic development in

© 7. public'Relations:  Activities which develop press releases and work directly with media
outlets to enhance the image of Wisconsin as a partner with business; Public relations activities
also involve sponsoring special events, undertaking joint projects with entities such as Forward

" ‘Wisconsin, and making collateral materials available such as award certificates, advertising -

specialty items or display booths at events;.

* " Printing_and Publications: Publications  which provide staff with materials, sach as fact
sheets, state ‘and - local ‘profiles ‘and ‘program  brochures, 1o 'distribute -to- businesses. - The.
Department also produces - special” publications ‘such as: "Starting -a Business,” "Wisconsin
Financing Alternatives,” and "Business Help Directory” for staff touse and distribute as they

work with -biisinéss“ 'prdsﬁéfsts';" o

- Special Major Projects.  Projects which involve developing major prospect proposals and
sponsoring major special events such-as the Governor’s Economic Development Conference and
the Venture Capital Fair. R PR

3. The Department’s economic development advertising appropriation was changed in
the 1981-83 biennial budget to the current economic development promotion’ appropriation 1o
permit the funds to be used for promotional activities besides advertising. Since then, the
amounts appropriated have ranged from’'$81,100 in'1983-84 to $235,200 in 1990-91. Since
1989-90, Comumerce has been j-apprb?ﬁatedfat- Jeast $120,000 annually for economic development
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«Commerce has: recently -developed and is currently implementing a strategic plan.
iﬁurmg thc plannmg pmcess, focus groups. indicated the importance of initiating:a broader look
at‘Wisconsin’s« gconomic developmment. needs: -In’response, the Governor's Blue - Ribbon
Commission was established in July, 1996. The Comrmission has: recommended that the state’s
economic devalopment agencies and educational institutions work tevether to examine and
'.address 1'he statf: 'S ec:ﬂnozmc deva}opment efforts and needs. . e :

o s The‘ Deparim"ent has xdentiﬁed a number ef cun‘*ent economic trends which: could
affect’ the effectiveness of its. emsnng programs:and policies. - These trends include: ¢ontinued
reductions’in federal funding; increased labor shortages, deregulation of the: teiccommumcatmns
and-electric utility- industries; regional disparities‘in economic growth; globahzanen of the world
‘economys; pﬂndmc retirements: in ‘the: automobile: industry; ‘pressure -for: comphance with
envuonmental standards, redevelepment of- contaﬁunated lands; and promotion -of employment
opportunities for. mmonmcs It is argued that these factors require systematic and in- depth
research and anaiyssts to assess their: scope and magmtude 1dent1fy optxons, and to formuiate '
recammendatmms te address th&m R T N T :

:;_@:rf’The ._-De;)artmentr -indicates : th-at the $40,000 annual transfer to economic development
‘promotion would: be used to contract with 'state-colleges and universities to conduct research
projects that would focus on economic development issues and to-integrate the findings into the
state’s economic development promotion efforts. The number of research projects that could be
contracted: wmﬁd vary d&pendmg on the scope:of the project.: It is anticipated that two to three
--stuches estlmateci to: mst between $12 000 and $20 000 would be: fundﬁd each yaar :

= As ncte:d fundmg is traasferred from a:hree dlff&i’ﬁnt sources-—$20 {}0{) fr@m CBED o
$13,000 frc -85, OBG fmm econormc and commumty develnpmem general program '
operations. It is argied that CBED is an appropriate ‘source because. the ‘program. currently
provides localities with: grants of up-to $10,000-t6 develop economic diversification plans. The
‘transferred fuﬁdmv will be used. to-fund research that could be used by local governments in their.
economic’ deveiopmcnt plans The- transfar from the: WDF would be appropriate ‘because the
research would be used to promote job creation and economic development that would be-
consistent. with W}’.}F program goals. Finally, it- is argued that transferring: funding from the
economic-and community development. general program operations appropriation is warranted
becausethe research that would be funded would be used to determine the types of. precrams and
actmues these dzvzsmns Wﬂ} be pmmotmg and 1mp1emantmg : v D

Ira ths 1995»97 huciget bill the Gevemor rec:annnendgd delatmg aii fundmv and the
-sep:arate apgmpmmn “for ~economic -development. promotion.. - The. appropriation was
recommended for elimination:as part-of the effort-to generate agency budget efficiencies and to
provide funds for increased state support of general school aids. It was believed that Commerce
could fund its-economic development promotion:activities by reallocating supplies and services
funding ‘and/or “by.-reallocating salaries funding for ‘vacant -positions.. Subsequently, - the
administration requested that - $150,000 annually - be - transferred from. the- WDF.... The
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- administration indicated:that:the business publications and: proposals. for business prospects that
‘were funded through the appropriation were critical for attracting and retaining business. In'1995
Wisconsin Act 27 (the  1995-97 biennial budget), $120,000 annually was -appropriated. to fund
economic development: promotion. it T S e

9. It could be argued that-additional fundingis-not necessary, but, instead, the existing
funding for economic development promotion should be used to fund the research studies. For
example, in 1996-97,$36,000 will be used to-fund special projects. If the appropriation language
is'modified; some of this amount could be used to fund the studies. - Moreover, the economic and
community-development general program operations. appropriation would be provided- supplies
‘and'services funding of $ 1:986,700:in 1997-98 and $1,961;600 in 199899 Some of this funding
could bereallocated to supplement economic development expenditures. However,, reallocating
the current level of funding:to: additional uses would reduce the amount available for:current

©10. All-states promote themselves as good places 10:-do-business. States-commonly
advertise their ‘most ' attractive attributes and economic development programs through
newspapers, videos and trade.shows.: In" addition, state economic' development departments
frequently help businesses comply with government regulations.~ The agencies also: provide
information ‘on’ possible:sites:for:business location in-the state. - e .

~ = The fact that all the states engage in economic development promotion could be viewed
as an indication that such activities: contribute to economic growth: - In:recent years, empirical
studies and economic development strategies have identified new ‘small business start-ups and
_expansions of existing businesses as primary sources-of employment growth for states. . Since -

Commmerce’s promotional activities focus on in-state businesses, the Department’s economic. o

development ._p'r'omc;zibn'fuﬁdiﬁg--coul‘d be jusﬁ:ﬁéd as -a-faci'{s'f..i'z'z-thé".é$taté?.s_-;ﬁié:fferts':to create jobs.
The proimotional material and services would be 4 source of information’ about different sources
of financing and technical assistance available to small and expanding businesses, which would

not typically have expertise: or resources:in these areas:

- On the -other hand, it could be argued that:it'is difficult:to quantify a direct, cause and
effect relationship between economic development promotion and-a specific number of jobs that
are created or a specific amount of economic growth that:occurs as a result: Those holding this
view would point to the economic studies and:surveys which indicate  that specific economic
development programs have little effect on growth. Moreover, it is further argued, that even if
it is accepted that promotional activities are necessary, one cannot precisely determine the most
efficient level of support for such-activities. ‘From this view, it not clear that Commerce requires
the additional ‘support to ensure its:economic development activities: are-effective. -

.11+ If the Committee decides to deny the increased funding for economic development

promotion, returning ‘the expenditure authority to CBED, the WDF and the economic and
commutiity development general operations appropriation could be considered. Itis argued that
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redncmg state GPR expenditures. wouid contribute more to economic development than ailocaﬁnv
the monies to a few specific- busmesses In.addition, research . suggests.. that econonuc
development incentives have a modest efff:ct on busme,ss location and expansion dec:isxons If
the reduction -in: GPR expenditures is used to pmwda funding for increased state suppon for
public. schools; the funding . would. cenmbute t0. a. reduction in. pm;;erty taxes for all state
businesses. - As it mdxcams in its 1997-99- basa r&ductmn plan,é the. erartment could werk to
leverage addatwnai fundma to foset the: amount ‘deleted from the WDF and CBED. Fmally, it
is argued that the cenerai program operations appropmatmn has sufﬁczent supplies and services
funding to absorb a 55, GGG reducﬁon o

Others weuid a,rgue that‘not- replacmg the expendamre authmnty would be detrimental to
€CONOIMIC deveiopmf:nt in the state. A number of economic research studies indicate that
incentives contribute to: _}oh grewth and. economic. developmenz Studies have shown a positive
reianonshlp betwecn the. per: cap;ta level of state economic. dcvelopmant axpendlmres and the
grcwth of a'state’s manufacmnng sector. In addﬂmﬁ, mcreased local empioyment has significant

Iabor market ’oencﬁts for local resxdcnts From this view, replacmg the funding would have'a - "

- gmater effsct on. state ecomnuc dcvelopment ﬂ;an weu}d lapsmg the a:mount te the gf:nerai-_ ﬁmd SO

12 As an alternatwe the Comrmttee ma}r wzsh to provzde the $4O 00{3 oniy in 1997-98
It could be argued that it is not necessary 1o pmv;xde an annual increase in funding to contract
for research studies. Most of the’ analyses conducted should have apphcatxon beyond the current
year. Department staff aiso have access to professzonal gournals and other economic development
-personnel that would be a source of mformatwn ‘about current econornic trends and methods for
-addressing them. If the Department found that it needed additional funding for research studies,

-iteould: reqmast appro*vai of additional transfers from the: Jomt ‘Committee on Fmance under's.. .
13,10 of the statutes. However under this alternative, the Bepartment wouid ot have a base.

Jevel fundmg increase to finance studies that maght be necessary to adapt economic deveiopment
promotion activities to future changes in econoﬁnc trends. 'Again, if the Committee wished
$40,000. could be deletcci from the E)epamnent s Imdget in 1998 99

AL’I‘ERNATWES TO BILL

1. Approve the Governor’s recammendauon to provide $40,000 GPR annually to the
economic development promotion appropriation to transfer funding from the WDF ($15,000
annually), CBED (820,000 annually) and economic and commumty development general program
operations (35,000 annually) PR appmpnaﬁons Mﬁd{fy the economic development promotion
appropriation to provide that it could be used - for:.plans and studies that related to the
Department’s ‘responsibilities concerning: busmess and industrial development; economic
development promotion, giarmmg and rcsearch coope:ranon with other entities; and technology-
based economic development. e
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2. ’vlodzfy the Governor’s recommendation ‘to ehrmnate the transfer ‘of $40, m GPR
annually to the econormc deveiﬁpment promotmn a;apropnaﬁon e S

SRR 1 Mochfy the Govemor srécommeéndation to- eliminate the transfer of $4€} 000 annualiy
to the cccmormc ‘development: pmmonon ‘appropriation. Rather; delete $40,000 GPR annually as
“follows: “WDF (815, {300 annually); CBED €$20,000 annually); ané ‘economic and commumty

deveiopment general aperatmns approprianon ($§ OOO annuaiiy)

Alternative 3 T GPR
1997:98 FUNDING (Chiange 0 BI) . - $80,000 | .

Modify the Governcr § reccammendaﬁon to transfer $4O {300 GPR in 1997 98 cmiy
to the econormc: devalopment promotxon apprepnanen A . S _ _

g 5 Modxfy ’{he Gevemor 5 rccommendanon to transfer &;40 00() GPR in: 1997-98 to the )
-econem:ic devempment promotion appropnatmn Delete $40,000 in 1998-99 as follows: WDF
(315, 000) CB}ED ($20 00{)) and econormc and commumty development general operatxons

($5 {}OG)

Altarnatwes _ : GPR

| 188709 FUNDING (Change 10 B:lf) L -$40,000

_6 Mamtam current laW
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