Corporate Welfare in Construction

Few business people can resist the chance to boost profits by getting the taxpayer to cover some of their costs. American companies have gotten so good at this that the term "Corporate Welfare" has become very popular in the media and in politics.

Public subsidies can be good for the community when they support projects and programs that put people to work and improve the quality of life. But corporate welfare recipients should meet the same standards we demand from poor people on welfare - there should be a clear need, specific responsibilities and rules (including accountability) for the recipients and it should serve the public interest.

Taxpayer money goes into many major construction projects  - not just public works. Increasingly, private developers had gotten very good at getting taxpayers to fund projects they would build anyway. Companies use job blackmail - for example, give us tax breaks, subsidies, etc. or we'll move to another state - to get states and localities to compete over who can provide the most corporate welfare, regardless of whether the corporation actually needs it.

These publicly supported private works rarely require payment of prevailing wage, though they could (a worthwhile public policy fight). Many local "Living Wage" fights are tied to the receipt of public subsidies. Some, but not all, corporate welfare requires recipients to create or maintain jobs and boost the local economy. In most cases, government officials and company executives argue that corporate welfare serves the public good and pays for itself. However, public agencies rarely monitor whether corporate welfare recipients actually abide by any conditions attached to subsidies, never mind whether the subsidies produce any real benefit to the community.

The public should get what it pays for. When a taxpayer-funded project does not pay its workers prevailing wage, or even a living wage, does not provide benefits, or uses contingent labor, the public is not getting what it paid for. 

There are three important uses for this information. (1) if you find out that a project is seeking large sums of corporate welfare, this gives you leverage to negotiate how that job will be staffed; (2) you may find the use of temp workers violates the regulations or requirements for some types of corporate welfare, giving you the right to either sue or demand official regulatory action; (3) you can use the fact that taxpayer dollars are funding temporary work, rather than creating permanent jobs, in the court of public opinion, regardless of whether it is illegal. Publicly funded projects should serve the public good.

So, think about corporate welfare as the total amount of taxpayer support going to a specific project. Don't focus only on what the building contractor gets - also tally up how much the owner of the property is going to get, too. Some examples of public support:

· Tax credits to employ former welfare recipients, ex-felons, low-income veterans, disabled persons, low-income youth and other targeted groups under welfare-to-work and Work Opportunity Tax Credits. Could be bundled to total up to 90% of a worker's salary.

· Low interest loans - taxpayer-guaranteed financing usually at lower interest rates and longer terms than conventional financing)

· Tax abatements (reductions in assessments or tax rate over a period of time)

· Enterprise Zone tax credits for development in disadvantaged communities - in Harford County, MD, an Enterprise Zone was created in the middle of a relatively affluent community to give a company this tax break. The bogus Enterprise Zone had no inhabitants.

· Direct grants (again, a Maryland example - the Governor has a "Sunshine Fund" that allows him to put money into an economic development project)

· Waived or reduced sales tax on materials, including duties on imported materials

· Free or reduced-cost land, leases or land preparation (e.g. clearing and grading). 

· Free or subsidized environmental restoration. If land is suspected of contamination or was an abandoned mine, the government might bear the high cost of assessment and testing, and sometimes even clean up.

· Use of eminent domain to secure the land and access routes

· Free or reduced cost road, highway, rail or utility connections, water access, harbor or dock facilities
· Free or reduced cost water (hook-ups as well as regular supply)

· Free or reduced cost sewage or waste treatment. Many companies use municipal sewage plants as their main way of disposing of much of their liquid toxic waste.

· Free or reduced cost services (trash, fire, security)

· Training grants or subsidies (i.e. the job site is used for on-the-job training)

· Low-cost workers. E.g. Louisiana paid to train hundreds of ex- welfare recipients, low-income youth and convicts in welding. The state trained prisoners as welders and transported them to work at the Avondale shipyard where they were paid around $7 an hour. 

· Grants, subsidies or tax credits for purchase or use of certain equipment, such as air pollution abatement devices or water treatment

Stress on the local economy can be one of the largest costs of corporate welfare can be the hardest to measure. A large, heavily subsidized project cuts into the tax base and consumes - but does not pay for - expensive public services, such as fire and police, sewage and water, and highways. When a company gets state and local governments to make it a corporate welfare offer it can't refuse, and relocates its plant and workers and their families to a new site, this puts added demand on schools and health care facilities. You can begin to see how much this will cost by multiplying the number of workers a new facility plans to employ by two and then multiplying that by the average cost per child in local public schools. Somebody - the taxpayer, not the corporation - is going to pay to educate those kids.  

Tallying the corporate welfare cost of a specific project

1. Make your own list. Start with the list above, strike out those that don't apply, add items not listed that might apply.

2. Assume that all material on taxpayer-funded corporate welfare is public information. It is, but that doesn't mean it will be easy to find or that public agencies will be helpful and cooperative. Get yourself a copy of your state's open records and open meetings laws. You can get these on the Internet at http://www.rcfp.org. 

3. Look at the promotional material your state (and probably your city or county) sends to companies who might be interested in locating your area. 

4. Your state Economic Development Department probably has a Web site on the Internet that will list the main types of subsidies and incentives it offers to corporations. Your city or county Economic Development agencies probably have Web sites, too. Every few months, you should ask for a list of all recipients.

5. The Internet can also help you learn more about Corporate Welfare. The Good Jobs First project is a group that works closely with many unions on corporate welfare issues. Their Web site is at www.goodjobsfirst.org.  Another useful Internet resource is the "Corporate Welfare Search Engine" at www.taxpolicy.com/cwsearch/. 
6. Look at the building site to see signs of non-cash public support, like those listed above (water hook-ups, roads, utilities, etc.)

7. Some state subsidies require decisions by the legislature or by a public commission. If your local union, building trades council or AFL-CIO state federation has a lobbyist, check with him or her to (a) determine where those decisions get made and (b) get them to give you advance warning when decisions on corporate welfare will come up for review.

8. Many newspaper reporters and some community groups are paying closer attention to corporate welfare. They can help you identify information sources and may even be interested in working with you on this issue.

9. Use local newspaper research facilities to look up stories about subsidies, grants and other types of corporate welfare awarded to local projects.

10. Local colleges may have faculty, students or public interest groups interested in this subject (for example, some campuses have chapters of Public Interest Research Groups. Also check with the political science, sociology or economics departments). They might be interested in helping you do the research.

Keep your eyes open and be creative. Many listed corporate welfare items were discovered through a combination of sharp observation by local organizers and luck - like, for example, the convict welders in Louisiana. You may be the one to find a type of corporate welfare we've never heard of before. Whether you find that new form of corporate welfare, or find more examples of types we listed, let us know what you find. 
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