
Smart Incentives 101
The Essential Concepts
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What are 
business 
incentives?
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Programs designed to 
influence business 
investment behaviors

Taxpayer financed programs 
that support individual 
businesses

Services, programs, or 
financial offerings intended 
to alter, reward or subsidize 
an action or behavior



Incentive types
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Financial

Tax

Regulatory

Workforce

Site or Zone-
based

Services
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Source: Council for Economic Research (C2ER) State Incentives Database



Why do we use incentives? 
To achieve our community’s economic development goals

◦ Jobs
◦ Worker training
◦ Business development
◦ Investment
◦ Downtown revitalization
◦ Brownfield redevelopment
◦ Quality of life and quality of place
◦ Strengthen tax base

Incentives are not just about winning a deal. Smart incentive use is 
always connected to a larger economic development strategy.
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Incentive 
use is a 
process, 
not a 
transaction
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Companies are seeking well-
designed incentive programs that 
work for both the business and the 
community to drive long-term, 
mutually beneficial economic 
development projects. 



Site selection and incentives
Identify options – strategic 

corporate objectives

Evaluate and 
eliminate locations –

operational needs

Final site 
selection 

Site selection is not just about 
incentives.
Factors such as workforce, 
infrastructure, site/facility 
availability, and cost of doing 
business drive investment 
decisions.
But incentives still matter and 
play a role at each stage of the 
site selection process
Incentives are used to 
maximize opportunity and 
minimize risk.
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Source: Smart Incentives, JLL



Good incentive programs 
include these design elements
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Clear and measurable goals

Pay for performance

Caps on outlays

Limited duration

Targeted and discretionary, with an application process

Built-in reporting mechanisms
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Plan for transparency and accountability.

Elected officials, community groups and 
economic development leaders need good 
quality data on incentive costs and outcomes.



Four Takeaways
Incentives should be used to accomplish economic 
development goals – not just win a deal.
Governments use many different types of incentives, 
not just tax breaks.
Economic developers can put in place procedures to 
make good decisions when providing incentives.
These procedures can help answer questions about 
how well incentives are working.

© 2025 SMART INCENTIVES 11



About us
Smart Incentives helps governments make 
sound decisions throughout the incentives 
process

üAnalyze incentive offerings and program design
üImprove incentive program management
üStrengthen project compliance procedures 
üEvaluate and report on program results
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Connect
Ellen Harpel
Founder
571-212-3397

ellen@smartincentives.org
http://www.smartincentives.org/

https://www.linkedin.com/in/ellenharpel/ 

For more incentive information, please see our Incentive Resources 
page and blog articles.

Sign up here or visit our website to subscribe to our monthly 
newsletter.
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