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Introduction
Thank you for affording the New York State Conference of Mayors (NYCOM) the opportunity to express the views of our 592 member cities and villages regarding New York’s Industrial Development Agency program.  I am Peter Baynes, Executive Director of NYCOM.  For more than half a century, New York’s economy has been floundering, losing businesses and jobs to states with a more friendly business climate and countries with cheaper labor, lower cost energy, and lax regulations.  New York communities that once hosted large manufacturing operations, which in turn employed thousands of workers, have seen many of those facilities shuttered and those jobs outsourced to other states and countries where the labor and other operating costs are substantially lower.  
As the Federal Reserve Bank of New York noted in December 2008, “[U]pstate New York’s metropolitan areas, like others in the Northeast and in the Midwest, experienced below-average output growth over the 2001-06 period.”  In addition, the “region’s productivity levels and productivity growth were below the U.S. average.”
  Unfortunately, the economic climate only continues to worsen.  The Federal Reserve announced that the general business conditions index for February 2009 reached an historic low and that the prospects for an economic recovery in the near term are slim.
  Despite decades of economic decline and the current economic crisis, and despite communities that are littered with outdated facilities that are often contaminated and ill-suited for redevelopment, New York has failed to create economic development programs and to take steps to adequately address the state’s loss of businesses and jobs.  Consequently, New York lags behind the economic development efforts of most other states and thus remains at a competitive disadvantage when it comes to providing economic incentives that will attract businesses to redevelop our aging communities.

New York’s flagging economy is a reflection of both the inhospitable business climate in this State and the lack of economic development tools.  Compared to the rest of the country, New York has relatively few state or local programs that are designed to spur economic growth and to create and retain businesses and jobs within the state.  One of the few tools that is being used effectively in New York is the industrial development agency (IDA).

The Effectiveness of IDAs
The effectiveness of IDAs depends upon the local government which the IDA serves as well as each IDAs governing board and management.  While some IDAs have been underutilized, many are extremely active and efficient.  The fact that they are controlled locally is essential to the effectiveness of the IDA program because it allows IDAs to be flexible in administering their programs and undertaking projects, responsive to local conditions and needs, and accountable to both the democratically elected local government officials and to the taxpayers of the communities that are administering the projects.
IDA Accountability

Despite reform legislation enacted in the early 1990s and increased reporting requirements, one of the common criticisms leveled at IDAs is that they are unaccountable.  No matter how well crafted, any economic development program will have the occasional ill-conceived or poorly administered project.  However, the Public Authority Accountability Act (PAAA) has imposed significant additional requirements on IDA activities.  When combined with the current requirements of New York’s Freedom of Information Law and Open Meetings Law, many of the accountability and transparency concerns are being addressed.  Consequently, NYCOM recommends that time be given to allow the Office of the State Comptroller and the Authority Budget Office to evaluate the effectiveness of their recent enhancements to the online IDA reporting system, known as the Public Authority Reporting Information System (PARIS).  The continued monitoring of IDAs by both the Office of the State Comptroller and the Authority Budget Office serve as a valuable tool for holding IDAs accountable.  

Consolidation

Regarding the issue of consolidating IDAs, it is the ability of the local governments and the IDA administrators to evaluate the merits of individual projects in the context of local economic conditions that make IDAs an effective tool for developing New York’s economy.  New York is too large and too diverse a state to have all of its economic development programs administered solely by a state-wide agency, or even on a regional basis.  Under the current system, the vast majority of New York’s communities must rely on county IDAs to provide economic development assistance to their specific area.  Unfortunately, it is not uncommon for county IDAs to lack the resources to provide economic development activities to each community within their jurisdictions, which can create a disparity between the haves and the have nots.  Consolidating the existing IDAs would only exacerbate this problem.  Clearly, not all communities have the capacity to effectively administer their own IDA, but consolidating the existing IDAs without formulating a specific rationale for establishing the areas that IDAs serve or insuring that the resulting IDAs would have the resources to service all of the communities within their jurisdiction, could potentially create more problems than it solves.

Home Rule

While some of our members are neglected by the surrounding county and/or town IDAs, some cities and villages experience the opposite problem.  County and town 
IDAs can undertake projects within a city or village to which the local governing body or chief executive officer has valid objections.  These projects may even be inapposite to the city or village’s development and land use plans and activities, resulting in a county or town IDA working at cross purposes to the development efforts of a city or village.  NYCOM supports a change to the IDA program which would require county and town IDAs to respect the municipal home rule authority of New York’s cities and villages.

Civic Facilities

Perhaps the most significant issue currently threatening the effectiveness of the IDA program is the lack of authority for IDAs to undertake civic facility projects such as hospitals, groups homes, libraries, and educational institutions.  The ability of IDAs to finance the construction of civic facilities is not only an issue of economic and community development, it is also an issue of fiscal prudence and tax relief for New Yorkers.  Civic facilities are frequently funded, indirectly, by federal, state, or local governments.  To the extent that IDAs can lower the cost of financing civic facility projects, those cost-savings directly benefit the taxpayers of New York.  In addition, many of the civic facility projects that are currently on hold are hospital and medical facility projects.  To the extent that IDA financing can help lower the cost of constructing these types of facilities, they are helping to address the high cost of health care, one of the most significant cost-drivers affecting New York’s economy.  At a time when New York’s tax burden is stifling businesses and residents alike, it should be the top priority for the Legislature and the Governor to restore the IDA authority to finance civic facility projects.
Conclusion

While one could argue there is room to improve the accountability and effectiveness of IDAs, many of these entities are, in fact, serving the purpose for which they were intended.  At a time when we need to do all that we can to stimulate the economy, we must provide IDAs with the authority, flexibility and oversight they need to attract and retain as many economic development projects as possible, thereby advancing the job opportunities and economic welfare of this state.  It is, therefore, imperative that the authority for IDAs to finance civic facility projects be restored and that any other changes made to the IDA law be done only after careful consideration and study.  Any modification to the IDA program should clearly identify the reasons and need for amending the program.  Moreover, any amendment to the IDA law should clearly set forth the anticipated effects that the amendments will have on (a) the types and numbers of projects IDAs undertake and (b) the number of businesses and jobs attracted or retained by IDAs.  At a time when future business condition indices are at unprecedented lows and the economic forecast is for continued layoffs and higher unemployment,
 the Legislature should refrain from imposing restrictions on one of the few economic development programs in New York that is actually attracting business and jobs to this state.

�	“New Measures of Economic Growth and Productivity in Upstate New York,” Current Issues in Economics and Finance Second District Highlights, Jaison R. Abel and Richard Deitz, Federal Reserve Bank of New York, December 2008, Volume 14, Number 9.


�	“Empire State Manufacturing Survey,” Federal Reserve Bank of New York, February 2009, � HYPERLINK "http://www.newyorkfed.org/survey/empire/empiresurvey_overviewexpand.html" ��http://www.newyorkfed.org/survey/empire/empiresurvey_overviewexpand.html�.


�	Id.





