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When states compete for headquarters, Texas usually wins. Here's
why.
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In the early 1800s, people in search of a new start in life would paint
the letters “GTT” on the fence or door of their abandoned home — a
sign that the former residents had “Gone to Texas.” Some sought to
escape debt incurred during the Panic of 1819. Others liked the
promise of cheap land, or wanted to outrun the law.
Nowadays, the corporate equivalent of the spirit embodied in those
letters has taken root as companies from California to New Jersey
move their headquarters or other substantial business functions to
Texas in general and Dallas-Fort Worth specifically.
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The modern-day migrants have names like Toyota, Liberty Mutual,
Sorry, California, but with no corporate income tax and economic
Facebook and Farmer Brothers. They set up shop in corporate
incentives coupled with a business-friendly climate, Texas isn't having
any trouble convincing companies to pack up and move here.
campuses in the suburbs and downtown Dallas skyscrapers. And
more often than not, they’re lured not by the inexpensive acreage that
enticed the early settlers, but by a strong business climate, affordable housing, proximity to an airport that can get you
anywhere in the world, and by multimillion-dollar incentive packages dangled by cities and the state.

Corporate relocations have profound and long-lasting effects on communities in terms of jobs, housing, development
and philanthropy. They’re game changers. They shape the identity of cities, defining how they grow and how they’re
perceived by the outside world.
Where would Dallas be without AT&T, Fort Worth without American Airlines, Plano without J.C. Penney or Irving without
Exxon Mobil? All moved here from somewhere else and made North Texas the corporate quilt it is today.
The Dallas-Fort Worth metro area has more than 10,000 company headquarters, the largest concentration in the United
States. Twenty-one Dallas-Fort Worth companies made this year’s Fortune 500 list of the nation’s largest companies,
and 18 others rank in the top 1000. Eight more companies appear on Forbes’ list of largest privately held U.S. firms.
The surge of companies heading here shows no signs of slowing.
Exhibit A: Toyota, the largest automaker on the planet, is moving its North American headquarters to Plano, where it will
consolidate all of its major divisions – engineering, sales, marketing, finance and corporate services. Those functions
are now spread among offices in California, Kentucky and New York.
Plano and the Lone Star State will pay a combined $55 million, give or take, for the honor of Toyota’s presence.
“The incentives are really important,” said Jim Lentz, CEO of Toyota North America. “As a CEO, it would be very difficult
to go to your board and say, ‘We’re going to build this great campus, and I’ve got City A, B and C that are going to

throw in X million dollars, and City D is going to do zero. We choose D.”
The payoff for cities
The return on investment for cities that lure companies like Toyota can add up fast.
In 2005, Plano City Council voted to add 2 cents earmarked for economic development to its property tax rate, taking
the rate to about 49 cents per $100 valuation. Since 2006, when the increase took effect, the city has paid or obligated
itself to pay about $45 million in incentives to relocating companies, City Manager Bruce Glasscock said. The 113
companies those incentives helped lure have created 28,000 net jobs with a median salary of $78,000. Those
companies have built and expanded corporate campuses and office buildings, making capital improvements totaling
$1.7 billion.
“Roughly $45 million in incentives has gotten us 28,000 jobs and just under $2 billion in improvements,” Glasscock
said, “which we think is a heck of an ROI.”
Plano reigns as a rock star on the corporate recruiting stage. That’s changed since 1987, when Plano lured J.C. Penney
from Manhattan, prompting a New York Times article headlined “Why Penney is moving to the Prairies.”
“Plano’s efforts at economic development are the equivalent of a sandlot ballplayer’s trying out for the major leagues,”
the Times story said. “The part-time mayor and the president of the local Chamber of Commerce take the lead and
make most of the calls.”
Plano spent just $25,000 on efforts to attract and retain businesses in 1986, while New York City spent $24 million, the
Times story said.
In the years since, Dr Pepper Snapple Group, Cinemark Theatres, Ericsson, Huawei, Pizza Hut and others have moved
their U.S., North America or world headquarters to Plano. Interest in the city may be reaching an all-time high with
Toyota’s decision, Glasscock said.
“We’ve noticed a spike of feelers being put out,” he said. “People are saying, ‘Wow, an international company, Toyota,
chose them. What’s there?’ It puts you in a whole different category.”
Toyota is just one of more than a dozen companies that recently relocated to North Texas or are in the process of doing
so. Dozens more have relocated within the region or are expanding existing operations.
Plano’s neighbor to the north, Frisco, is also seeing its share of success.
The Dallas Cowboys’ new corporate headquarters and training facility will open in Frisco next summer. The potentially
$2 billion project, called The Star in Frisco, will include destination dining, retail and entertainment, corporate office
space and an Omni Hotel. It will create 4,500 jobs and have an estimated regional economic impact of more than $23
billion over the next 30 years, said James Gandy, president of the Frisco Economic Development Corp.
The Star is one of four major projects along the Dallas North Tollway in what Frisco officials are calling “The $5 Billion
Mile.” The deal with Cowboys owner Jerry Jones includes $90 million in funding from the city and the school district
that will go toward construction of publicly-owned portions of the site, including a multi-use event center, two outdoor
practice fields and parking, Frisco City Manager George Purefoy said. In return for the investment, the city and schools
will share the facilities with the Cowboys.
Partnerships such as the one between the city, the school district and the Cowboys, along with high-quality schools,
have fueled Frisco’s economic development success, Purefoy said. From the city’s perspective, success breeds more
success.
If the $5 Billion Mile develops as planned, it will boost Frisco’s current tax base of about $20 billion by 25 percent, he
said.
“We’re hopeful that all that develops out,” he said. “Adding 25 percent to the tax base would be fantastic.”

The scene downtown
On a weekday evening on the 19th floor of a downtown Dallas skyscraper, a gaggle of highly pierced and tattooed 20somethings mingled with German-based global technology consulting firm Comparex’s top executives and Dallas
business and government elite.
Dallas Mayor Mike Rawlings showed up to help cut a ribbon for the grand opening of the company’s spiffy new North
American headquarters and sales and operations center in Plaza of the Americas. A Dallas band played a guitar-andxylophone rendition of U2’s “With or Without You,” a fortune teller read palms and a magician made various items
disappear.
Amidst the food, booze, magic and music, Comparex Chief Operating Officer Hansjoerg Egger had flown in from
Frankfurt. The cloud solutions firm operates worldwide, so it needed a highly diverse and multilingual talent pool from
which to hire, Egger said. The company found it in Dallas.
“It’s important that we found a place where we have a very multinational culture,” Egger said. “Plus, it’s in the Central
time zone, in the middle of the U.S., and it’s very easy to fly in and fly out.”
Comparex evaluated Northern California, the Seattle area, Raleigh, N.C., and Iselin, N.J., before deciding the company
would be best off in Dallas, said John Havlick, executive vice president of Comparex, who leads the Dallas office. Within
North Texas, Comparex looked at Plano and Richardson and other northern suburbs before deciding to be in the heart
of Big D.
“Downtown gives us access to the sort of workforce that we want, which is a younger, urban population,” Havlick said.
“We’ve got a lot of positions that we’re hiring where we’re looking for people two or three years out of college. They’re
in Uptown, and they’re in the city.”
Comparex received a $350,000 economic development grant from the city of Dallas and agreed to maintain at least
180 full-time employees after five years of its move-in. The company will employ more than 200 in Dallas by the end of
2015, Havlick said. As part of the deal, the company also agreed to spend $400,000 in tenant improvements.
States and communities increasingly are using financial and tax incentives to attract and retain businesses, but the
practice has plenty of critics.
The use of public money to lure companies or fund their expansion is “a net loss game,” said Greg LeRoy, founder and
director of Good Jobs First, a nonprofit that tracks economic incentive programs and relocations. The group’s research
shows incentives reduce resources for public services such as education and infrastructure — proven economic
development winners — and shift the burden onto working families and small businesses, LeRoy said.
Incentives are unnecessary, and the business of landing them is a competition unfairly dominated by a small number of
large companies that have the resources to most aggressively seek them, he said.
“Most ‘incentives’ are actually windfalls,” LeRoy said. “They fail the definition of an incentive — something that should
happen, but isn’t happening and won’t happen until public money reduces private risk.”
Texas has awarded 4,367 subsidies worth $6.5 billion to corporations since 2007, according to the watchdog group.
That ranked the state ninth in dollar-value of the subsidies.
Topping the list was New York, which has given away 74,741 subsidies worth $23.6 billion in the same timeframe.
California, the state many of North Texas’ recently announced transplants are exiting, ranked 24th in dollar value at $2.3
billion, but has spread that over 16,548 firms.
According to Good Jobs First, since 2008 the number of “megadeals” worth $75 million or more per year nationwide
has more than doubled from the previous decade.
Many factors at play

The pairing of companies with suitor cities is a complicated tango shrouded in secrecy in the early stages.
The process that results in a corporate relocation almost always starts with a company defining its relocation
requirements, then approaching the economic development agencies in cities or regions that make business sense for
the company, said King White, CEO of Dallas-based Site Selection Group.
“It is typically highly confidential, which is why companies like to use site selection firms and brokers to act as the
buffer between them and economic development groups,” White said.
The city of Dallas often makes direct pitches to companies, but the majority of qualified project leads the city works
come directly from the company, site selection consultants, brokers or property owners, said Hammond Perot,
assistant director of the Dallas Office of Economic Development.
Incentives are one of many factors driving site selection.
Reliable, renewable and affordable power as well as a central U.S. location, an educated workforce and room to grow
drove Menlo Park, Calif.-based Facebook’s decision to build a massive $1 billion data center in north Fort Worth, said
Tom Furlong, vice president of infrastructure, who leads Facebook’s data center team.
An incentive package put together by Fort Worth and Tarrant County that could total as much as $147 million was a
secondary consideration, Furlong said.
“It’s not the No. 1 thing that we look for, but it’s absolutely a part of the process that we go through,” he said.
Every state has different tax structures and incentives offerings, making side-by-side analysis difficult, Furlong said.
“We run a very elaborate ROI model that gives us an objective number (on the value of incentives),” Furlong said. “We
also have subjective criteria. We try to balance both.
“The incentives are important in that objective ROI analysis, but we’re also very intent on making sure that we have the
right type of people that we can hire, that we have the right location, and all the other intangible things that you can’t
really make a calculation on.”
North Texas economic development officials consider the region one of the most intensely competitive in the nation —
externally and internally — in terms of business recruitment incentives. Much of the reason has to do with size. North
Texas has 14 cities with a population of 100,000 or more gunning for many of the same companies, said Joey Grisham,
director of business recruitment for the Irving Economic Development Partnership.
Convenience store giant 7-Eleven is relocating its headquarters to Irving from Dallas, creating more than 1,250 jobs and
investing over $60 million. The city of Irving agreed to more than $10 million in economic incentives to seal the deal
with 7-Eleven.
“I believe North Texas is the most competitive region in the state and perhaps the U.S. when it comes to incentives
competition,” Grisham said.
Some cities shower incentive dollars on prospects like gold coins. Others sprinkle them like Hansel and Gretel leaving
bread crumbs in the woods.
In Allen, where elevator manufacturer KONE Inc. is building a new facility to house its U.S. division, research labs and a
door assembly operation that relocated from Mexico, the name of the incentives game is selectivity. At 27 square miles,
the city is less than half the size of neighboring Plano, Frisco and McKinney, Dan Bowman, CEO of Allen Economic
Development Corp. said.
“We’re competitive, but we really look at the payback perspective,” Bowman said. “Allen gets really aggressive for the
right deals. If it’s the wrong deal, you know pretty quickly we’re not going to play ball.”
Help from the state

Former Texas governor Rick Perry, who now is seeking the Republican presidential nomination, is touting on the
campaign trail 1.5 million jobs added in Texas from the end of 2007 to 2014. Current Gov. Greg Abbott is vowing to
keep the jobs-engine pedal to the metal.
“I will go anywhere, anytime to continue keeping Texas No. 1 in the nation for attracting jobs and attracting businesses,”
Abbott told economic developers from across the state and nation during a legislative review June 10.
Abbott made his first use of the Texas Enterprise Fund in May, offering a $3.8 million grant to Kubota Tractor and Credit
Corp. for a move expected to bring at least 344 new jobs to Texas and $51 million in capital investment. The tractor
maker and its credit arm will move their American headquarters to Grapevine from Torrance, Calif., by 2017.
The company wanted to relocate to a more central U.S. location closer to its main markets and customers, but was
undecided on which state, said Dan Jones, the company’s vice president of human resources, legal and administration.
The Texas Enterprise Fund incentives helped make the decision easier, he said.
More importantly, though, is the fact that Texas is one of Kubota’s major markets and home to some of the company’s
largest dealers, Jones said. The move positions the company for sustainable growth over the long-haul, he said.
Proximity to Dallas-Fort Worth International Airport was another reason Jones gave for selecting North Texas.
“We’re a Japan-based company, so that gives us the airport that we need to get in and out,” he said.
Kubota expects about 25 percent of its employees to make the move to Texas, so it will rely heavily on the region’s
workforce, he added.
From a workforce perspective, the state is in a cycle. Texas attracts major employers with its ample workforce. Job
opportunities generated by expanding and relocating companies draw new residents. The 20-year average population
growth in Texas is nearly twice the national rate, at 1.9 percent. Over the past ten-years, the Texas population has
expanded by 4.4 million — more than the entire population of Kentucky.
Some public officials, economists and site selectors, however, worry that labor availability could become North Texas’
Achilles heel. All of those people getting all those jobs drives wages higher. While bigger paychecks may put a smile on
employees’ faces, they’re not necessarily an attraction for employers, White said.
“The current challenge in the region is labor costs, because they’re going up,” White said. “Labor availability is getting
more challenging as more companies have entered the market. Depending on whether it’s a higher end or lower end
type of operation, there can be a lot lower-cost places to go do business.”
LOCAL WAYS TO LURE
In Texas, economic incentives come in all shapes and sizes:
Incentives funded by sales tax: Cities may offer financial incentives made possible by local sales tax allotments
dedicated to development. Financing of this type requires the parties to enter into a performance agreement.
Property tax abatements: These tax breaks can be offered by cities, counties and special districts. Tax-abatement
agreements can reduce taxes on real property and/or business property.
Freeport exemptions: These breaks can be offered by school districts, counties and cities to exempt property that is
detained in Texas for 175 days or less, such as warehoused goods.
Chapter 380/381 economic development agreements: These agreements enable cities or counties to provide
incentives encouraging developers to build in their jurisdictions. These incentives typically take the form of grants,
loans, property tax abatements, commitments for infrastructure or payments of portions of the sales tax generated by
a project.
Chapter 313 incentives: These give school districts the authority to enter into an agreement with a corporation that
limits the appraised value of property for the maintenance and operations portion of school district property tax. This
incentive also allows recipients to earn tax credits.

Bill Hethcock
Staff Writer
Dallas Business Journal

