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Bending the Rules:
The Promise and Practice of the Grow Iowa Values Fund
By Colin Gordon
What is the goal of state economic development policy? Iowa Democrats and Republicans
— behind the legal and legislative tussle over the future of the Grow Iowa Values Fund — offer
the same answer: to secure general prosperity (good jobs at good wages) by subsidizing business investment. Differences arise largely over strategy. Republicans favor tax cuts and regulatory rollbacks that would reduce costs for all business. Democrats, through programs like the
Values Fund, favor subsidies that target particular sectors or employers.
The latter strategy, as the Governor’s Ofﬁce has tirelessly pointed out, has two compelling advantages. It does not savage the tax base at a time of protracted budgetary crisis. And it conﬁnes public subsidies to those ﬁrms or sectors that promise the creation of good jobs at good
wages. In practice, however, the Values Fund has not delivered as promised.
From its ﬁrst “marquee” award to Wells-Fargo (cobbled together before rules for dispensing
funds were ﬁnalized) through the fanfare last February announcing approval of over $17 million
in new awards to 10 new projects around the state (a “red letter day”1 for both the state’s economic future and the ﬂedgling Fund), the Grow Iowa Values Board has consistently fallen short
of its own standards for wages and job creation. The Values Fund — proposed, celebrated and
funded as a mechanism for creating jobs and raising wages — is falling short on both counts.
This report focuses on three problems with the Values Fund:
• The wage and job thresholds in the Board’s own rules are too low — so low in fact that
the Values Fund is as likely to bid down local wages as it is to raise them.
• The Values Fund rules are so full of holes that it is misleading to even call them “rules.”
By utilizing creative accounting or loopholes in the law, the Values Board is free to make awards
(and has done so) to ﬁrms paying dismal wages, or to ﬁrms creating few or no new jobs.
• The fund’s formal rules offer only a weak guarantee that the recipients of awards be accountable for future wages, job creation or job retention.

Introduction
The past decade has seen a dramatic reappraisal of state and local economic development
policies. A new strategy — sometimes dubbed “the high road” — has foresworn the old pattern
of competitive smokestack chasing. This strategy is based on a set of basic (if often ignored)
principles, all ﬂowing from the conviction that any public subsidy of private investment should
serve a compelling public purpose:
• Private interests receiving public money should offer decent wages and beneﬁts, at the
Colin Gordon is Professor of History at the University of Iowa and a Research Associate of the Iowa Policy Project, a nonpartisan, nonproﬁt research organization headquartered in Mount Vernon, Iowa. Gordon
is co-author of The State of Working Iowa, 2001, and The State of Working Iowa, 2003, both produced by
the Iowa Policy Project.
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very least, to ensure that public money is not creating jobs that have to be subsidized in other
ways (Medicaid, HAWK-I, food stamps, etc).
• Publicly subsidized investment should safeguard the environment. It is for this reason
that so many economic development programs now focus on retention, inﬁll development or
the reclamation of brownﬁelds.
• Taxpayers’ money should only go to good corporate citizens. Public subsidies are a reward for past behavior (measured against the standards set by labor, safety and environmental
law). And they are an assurance of future behavior — including an obligation to fulﬁll the terms
of any contracted public subsidy.
These goals and concerns are especially urgent in Iowa. We are a persistently low-wage state
by regional and national standards, and we lag most starkly behind our regional peers in the
middle and higher wage brackets. In many professions (nursing, preschool teaching), Iowa
wages rank at or near the bottom of both the region and the nation.2 For this reason, young
and educated workers often ﬂee Iowa for greener pastures and those who stay work more jobs
and more hours. (An Iowa married couple with children now works, on average, more hours
than couples in all but one other state, and 380 more hours than the national average.)3 All of
this underscores the importance of linking economic development to sustainable, high-wage
employment.
This “high road” logic was missing in the statutory origins of the Grow Iowa Values Fund (IVF),
which aims vaguely “to expand and stimulate the state economy, increase the wealth of Iowans, and increase the population of the state.” But they were raised repeatedly and insistently
during the public hearings held by the Grow Iowa Values Board (IVB) last fall.4 Public testimony pressed the IVB on three points:
• that the ﬁnal rules incorporate a “high road” wage threshold;
• that the ﬁnal rules include “clawback” provisions (forcing ﬁrms not meeting contracted
goals to repay the public assistance);
• and that the ﬁnal rules require prospective recipients to meet a reasonable measure of
good corporate citizenship.
How well has the IVF addressed these concerns in its ﬁrst months of operation? On balance,
the response has been disappointing. In late October 2003, the IVB issued its ﬁnal administrative rules. By the standards of both “high road” economic development and even the state’s
older economic development programs, the job quality and accountability provisions are quite
meager. During the deliberations over its ﬁnal rules, the IVB went ahead with three major
deals: $10 million for Wells-Fargo (ﬁnancial services), $9 million for Trans Ova (bio-tech), and
$1 million for Gcommerce (software). More recently — and to much fanfare — the IVB announced a bundle of new deals (10 projects, over $17 million in awards). By the standards of
both “high road” economic development and the IVB’s own rules, these deals spend too much
and get too little — in the way of secure, high-wage employment — in return.

Bidding Down: The Wage Question
As presented to the public last fall, the IVF rules contained no deﬁnable or enforceable provisions relating to wages, beneﬁts or job quality. Indeed, the phrase “high-wage and high-skill
jobs” was cut from an early draft in response to “vigorous objections” at an August IVB meeting.5 Despite the existence of clear wage and beneﬁts standards in some of the state’s established economic development programs, the IVF insisted on starting from scratch.6 The
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debate was not (as it should have been) about the height of the wage threshold but about
whether there should be a wage threshold at all.
In their ﬁnal form, the IVF rules contain a two-part wage threshold. First, half of the project
jobs must start at 110 percent of the average county or regional7 wage (whichever is lower).
Second, the dollar value of the award is keyed to the average wage of “qualiﬁed” project jobs.
An applicant meeting the minimum threshold qualiﬁes for an award of $3,000 for each job that
meets or exceeds the 110 percent threshold (this could be as few as 50 percent of the new
jobs, or as many as 100 percent). An applicant exceeding this threshold is rewarded with a
higher per job award: $4,000 at 120 percent, $5,000 at 130 percent, $6,000 at 140 percent, to
a maximum of $7,000 per job when wages reach 150 percent of county or regional averages.
As a basic principle, the policy of tying award amounts to project wages deserves applause.
And the assistance benchmarks established in the ﬁnal rules — ranging from $3,000 to $7,000
per job — are quite modest and responsible by the standards of such programs.
A closer look shows that the IVF rules are fraught with problems. The wage standards themselves are quite meager. They establish lower thresholds than those found in the existing economic development programs (the New Jobs and Income Program [NJIP] requires recipients
to pay $13.02/hour or 130 percent of the county average wage, whichever is higher; the Community Economic Betterment Account [CEBA] maintains a basic threshold of 130 percent of the
county average wage for awards exceeding $500,000). Iowa Department of Economic Development Director Michael Blouin convened a group of experts, who determined $13.55 per hour
to be the wage at which private compensation created no public burdens. The standards tend
to undermine the actual average wage in each county, shown below. (See Figure 1.)

Figure 1. County Average Wages, 2002 – All Workers

Source: 2002 Covered Employment and Wages, Iowa Workforce Development (IWD).
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The problem is not simply that the wage thresholds could be higher. Like any job-based economic development program, the IVF is presented and justiﬁed as a mechanism for “bidding
up” local wages. In practice, it runs the risk of accomplishing just the opposite. The very logic
of the IVF rules encourages applicants to undercut local average wages and rewards them for
doing so. In fact, that is the pattern set by the ﬁrst awards.
First, the IVF — accepting an IDED standard for other programs — strips public, agricultural
and mining employees from the wage base for the purpose of establishing its benchmark average wages. While economic development programs are, by their nature, designed to leverage
or compete for new private investment, they should not discount or ignore the importance of
local labor markets and living costs. These are shaped by all local employment, not just those
counted for statistical convenience — especially when such a standard has the effect of undercutting local wages. As Figure 2 illustrates, the exclusion of these workers has a mixed impact
on average wages.8 In some counties, the “Values Fund” wage (excepting public and agricultural workers, see Figure 2) is slightly higher than the county average for all workers (Figure
1). But this difference is quite small (under 50 cents/hour). At the same time, the exclusion of
these workers has the effect of depressing the benchmark wage in 80 of 99 counties, by over
$1.00/hour in three counties and by over $2.00/hour in two (Johnson and Story).

Figure 2. County Average Wages, Excluding Speciﬁed Workers

$12.25

$12.59

$11.22

Effect of Excluding Public & Ag Employees
increase in county wage
decrease up to $1.00
decrease $1.01 to $2.00
decrease over $2.00

Wage displayed is the County Average,
excepting public, agricultural and mining
employees.
Source: IPP calculation based on 2002 Covered
Employment and Wages (IWD) and IVF rules.
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Second, the IVF reverses the logic of the “high road” by allowing recipients to pick the lower of
two benchmark (county or regional) averages. The lower of these two wages (the IVF wage)
is displayed, by county, in Figure 3. High-wage counties, assigned the lower regional average,
have local wages undercut by their lower-wage neighbors. Low-wage counties, by contrast,
are stuck where they are; their local wages are not pulled up by the higher regional average.
This race to the bottom further lowers the benchmark average wage in 49 counties, shaving
more than a dollar off the average wage in 16 of those counties.

Figure 3. The ‘Lower Than’ Provision: Regional vs. County Wages
$11.70
$12.63
$12.88
$12.40

$12.09

$13.62

$13.01
$12.81

$14.50

$12.37

$13.13

$14.01

$14.26
$11.36
$12.58

$12.10

$12.89

$12.33

Effect of the Regional Wage
county wage lower than regional
regional $0.01 to $0.50 lower
regional $0.51 to $1.00 lower
regional $1.01 to $2.00 lower
regional more than $2.00 lower

Wage displayed is the IVF wage – the
lower of the county and regional
averages.
Source: IPP calculation based on 2002 Covered
Employment and Wages (IWD) and IVF rules.

Third, the IVF rules exempt up to 50 percent of all jobs created or covered by an award. This
allows recipients to pay less-than-living wages to many employees (who will in turn lean on
other state services and subsidies) in exchange for meeting the IVF thresholds for the rest of
their employees. In the worst-case scenario, a ﬁrm could qualify for an IVF award by paying
half of its employees the threshold wage (110 percent) and the rest the minimum wage — a
prospect, as the county-by-county wages displayed in Figure 4 suggest, that would ﬁnd public
subsidies not only failing to raise local wages but dramatically undermining them. The lowest
wage threshold at which a ﬁrm could qualify for IVF assistance exceeds $10.00/hour in only
ﬁve counties. Across the state, these “lowball” qualifying wages generally run $1.00 to $3.00/
hour below the actual county average wages, a gap that grows to $6.00-$7.00/hour range in
Iowa’s high-wage counties (Polk, Linn, Johnson).
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Figure 4. Bidding Down Wages
Lowest Eligible IVF Wage vs. 2002 County Averages

$9.52

$9.66

$9.31
$9.62

$9.38

$9.39

$9.22

$10.55

$10.07

$9.73
$10.28

$9.79

$9.50

$10.27
$10.42

$9.49

Wage Gap Between 2002 County Averages
and Lowest Wage Eligible Under IVF Rules
$1.92 to $3.00
$3.01 to $4.00
$4.01 to $5.00
$5.01 to $7.00

$9.66

Wage displayed is the lowest average wage (all
workers at project ﬁrm) at which a ﬁrm could
qualify for IVF assistance. The shading shows
the gap between this wage, and the 2002 county
average for all employees.
Source: IPP calculation based on 2002 Covered
Employment and Wages (IWD) and IVF rules.

Fourth, the IVB necessarily relies on old wage data as the basis for its calculations. The wage
thresholds for IVF deals struck in 2004, for example, are based on state and county data for
2002, the most recent available wage data as of January 1, 2004. So, an award negotiated
in late 2004 (assuming plant expansion or new construction) would not hire new workers until
late 2005 or 2006 — by which time the wage thresholds will be based on 3- to 4-year old data.
Assuming average annual wage growth of 3 percent to 4 percent,9 the 110 percent threshold set
for new workers at the time of the award would in all likelihood be lower than the simple (100 percent) average at the time those workers receive their ﬁrst paychecks. The shading in Figure 4, in
this sense, understates the potential gap between county average wages and the thresholds met
by IVF recipients. Inﬂation-adjusted to 2005 or 2006 (the probable start date for new employees)
county averages run between $3.00 and $9.00/hour ahead of the lowest eligible wage.10
Finally, the IVF rules invite those seeking public subsidies to shop around for the least restrictive deal. Little surprise that both Trans Ova and Wells Fargo rescinded their agreements with
the New Jobs and Income Program (which has both a higher wage threshold and mandated
employer contribution to health insurance) once they received Values Fund awards.11 In turn,
the IVF’s Section 1.2 (3) allows the Board to put together deals by siphoning off IVF appropriations and transferring the funds to any of the state’s other economic development programs
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— including those with no wage and beneﬁt guidelines (Value Added Agriculture, Entrepreneurial Ventures Assistance, Targeted Small Business). And the same section — addressed below
— allows the IVF to exempt “start-up” businesses from all wage and job requirements.

Cutting Corners: The First IVF Deals
These problems began with the ﬁrst Values Fund awards. Because these early awards were
made prior to the adoption of the Board’s ﬁnal rules, they did not technically break them. But
those rules (and the wage thresholds they contain) are the only real standard available for assessing IVF awards. The delay in adopting them (or the rush to make awards before the rules
for doing so were in place) should not allow the early awards to escape scrutiny.
Consider the Wells-Fargo deal: $10 million for the creation of 2,000 jobs consisting, by WellFargo’s own projections, of 400 managerial jobs averaging $52,500/year and 1,600 clerical
jobs averaging $29,000 (yielding an average annual wage of $33,700). The average annual
wage for Polk County is $36,025; the average wage for the region (using the IVF formula) is
$30,160; the IVF threshold (110 percent) wage (using the lower regional average) is $33,176.12
According to the IVF rules, “50 percent or more of the jobs must start at 110 percent of the average county or regional wage, whichever is lower.” By Wells-Fargo’s own estimate, only 400
of the projected jobs meet this standard — leaving the company 600 decent jobs short of meeting the ﬁrst wage threshold. Let’s assume, however, that the 1,600 clerical jobs range above
and below their average wage of $29,000. In order for half of the project jobs to clear the 110
percent hurdle, 600 of those jobs would need to pay $33,176 or more. So, by some creative
shufﬂing of jobs and average wages, the deal clears the ﬁrst hurdle.
By any reasonable interpretation of the IVF rules, it doesn’t get any further. At $10 million for
2,000 jobs, the Wells-Fargo deal grants $5,000 per job. By IVF rules, this award level should
guarantee a wage at 130 percent of the county or regional average (in this case $39,208) for
all 2,000 jobs.
But, the average
wage at WellsTable 1. Assessing the Wells-Fargo Deal: The Wages
Fargo ($33,700)
Wage requirements, based on Well-Fargo job data, IVB award, and IVB rules
is more than
Projected
Annual
$5,500 less
IVB
Projected
Award
Wage
average
wage
than the wage
Award
jobs
per job
threshold
wage
deﬁcit
required by the
$10 million
2,000
$5,000
$39,208
$33,700
- $5,508
IVF’s own rules
(see Table 1) at
*This wage threshold, 130 percent of the regional average wage, is required of
that award level.
awards at the rate of $5,000 per job.
From another
perspective,
using the company’s own projections, Wells-Fargo only qualiﬁes for IVF funding at the 110
percent threshold by disqualifying from its average wage calculations large numbers of its
low-wage (clerical) workers. In order to qualify for the highest allowable award (based on the
largest number of workers meeting the wage threshold) Wells-Fargo would need to assume or
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ensure that many of its clerical workers are actually working at the minimum wage. For example, the company could qualify just over 1,300 of its clerical workers at the 110 percent threshold if the other 298 were working at the minimum wage. (See Table 2 below.) But this yields
a maximum allowable award of just over $5 million — or barely half of the actual award. The
company could qualify for higher awards at higher wage thresholds, but only by pushing more
and more of its clerical workforce into the minimum wage bracket (thus bringing up the average
wage for the remainder). Taken to its extreme (at the 150 percent threshold) this would leave
over a third of
the workforce
toiling at the
Table 2. Assessing the Wells-Fargo Deal: The Award
Allowable awards, based on Well-Fargo job projections and IVB rules
minimum wage,
while still leaving
Wage
Minimum- Qualifying IVB award Allowable
the project short
thresholds
wage jobs
jobs
per job
award
of qualifying for
Regional
wage*
$30,160
its $10 million
award.
at 110 percent
$33,176
298
1,702
$ 3,000
$ 5,106,00
at 120 percent
at 130 percent
at 140 percent
at 150 percent

$36,192
$39,208
$42,224
$45,240

484
574
672
753

1,516
1,426
1,328
1,247

$ 4,000
$ 5,000
$ 6,000
$ 7,000

$ 6,064,00
$ 7,130,00
$ 7,968,00
$ 8,729,00

Any way you ﬁgure it, the WellsFargo award is
*By IVB rules, the regional wage is equal to the average wage of the project
a poor deal for
county (Polk) and all adjoining counties, with the project county given a weight
taxpayers and
of four times each adjoining county.
an inauspicious
start for the
Values Fund. If
we simply count qualifying (110 percent of regional wage) jobs, it’s not clear that the company
even crosses the ﬁrst threshold. If we work backward from the broadest terms of the agreement ($10 million for 2,000 jobs) to ﬁnd the appropriate wage, the company falls far short. And
even if we engage in the most creative accounting — dividing the company’s clerical workforce
into high-wage (qualifying) and minimum-wage groups — it turns out that the company was
awarded nearly twice the award it actually would have qualiﬁed for under the IVF’s ﬁnal rules.
The two other awards made while the ﬁnal rules were being drafted raise a different problem.
The wages at Trans Ova and Gcommerce are not at issue, as both project average starting
wages of over $50,000/year. But the job creation projections are less reassuring. Gcommerce
promises to create 50 jobs with its grant of $1 million, a cost of $20,000 per job — or nearly
three times the maximum award allowed under the rules. Trans Ova promises to create 300odd jobs with its grant of $9 million — a cost of close to $30,000 per job. Note in Table 2, the
maximum award is $7,000.
It gets worse. In mid-December the Values Fund approved a grant of $6.6 million dollars to
Lennox Industries in Marshalltown — not to create new jobs, but to convince the company to
stay in Iowa (the company employs about 1,100 earning an average wage of about $38,000).
While the IVF rules do allow grants for job retention, such awards ﬂy in the face of the program’s statutory goals (“to expand and stimulate the state economy, increase the wealth of
Iowans, and increase the population of the state”) and the public focus on job creation in the
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debate over the Values Fund. In fact, in his ofﬁcial statement upon signing the IVF into law,
Governor Vilsack noted the goal that “more than 50,000 quality, good-paying jobs will be created over the next four years.” Of course, such retention efforts are virtually impossible to
quantify. They also invite a question: Can ﬁrms qualify for substantial public assistance simply
by threatening to leave or by shopping around for similar subsidies in other states?
The raft of new projects ﬂoated in mid-February share many of the same problems (see Table
3 below) — not the least because the projected cost of over $17 million creates only 852 jobs,
at an average cost of over $20,000 per job.
By the standards set in the IVF rules, only four of the 10 proposals qualify for the level of funding they have been awarded. By and large, this is because the money is aimed at life-science
ﬁrms with big budgets and modest employment goals. IVF awards are supposed to top out at
$7,000 per job for ﬁrms meeting the highest (150 percent) wage threshold. But half of these
awards — ranging from $19,000 to over $42,000 per job — dramatically exceed this cap.
How does the Values Fund justify such expansive awards for ﬁrms promising such modest job
growth? It invokes a loophole in the rules, allowing it to “allocate a portion of the funds to assist
start-up businesses ... deﬁned as those that have been in business for less than three years.”
Assuming that such an applicant can demonstrate “an identiﬁable, viable market; a viable
product ready for market; and a commitment to stay in Iowa,” they are relieved of all the wage
and job targets expressed or implied by the Values Fund rules.
There are two glaring problems with this. First, such awards skirt the statutory purpose of the
Values Fund which, at its simplest, is to create good jobs for Iowans. This purpose is embodied
by the wage thresholds (which are meant prevent assistance from going to low-wage ﬁrms)
and by the per-job cap on awards (which is meant to ensure that assistance is linked to job
creation).

Table 3. The Recent Deals: A Summary
Company
Phytodyne* (2000)
Integrated DNA (1987)
Catalyst (1994)
New Link Genetics (1999)
Eden Farms
Novascan
Red Star Yeast
McKesson
Heartland Fields
Chapman Lumber

Location
Ames (Story)
Coralville (Johnson)
Sioux Center (Sioux)
Ames (Story County)
State Center (Marshall)
Ames (Story)
Cedar Rapids (Linn)
Dubuque (Dubuque)
West Des Moines (Polk)
Sand Springs (Delaware)

Proposed
IVF grant
$3,500,000
$5,000,000
$125,000
$6,000,000
$60,000
$200,000
$500,000
$298,000
$50,000
$200,000

Projected
Average
Jobs Wage
83
207
6
315
3
29
80
74
13
78

$33.17
$16.89
$17.31
$24.95
$12.02
$21.06
$20.40
$16.70
$28.85
$13.46

Cost
per job
$42,169
$24,155
$20,833
$19,048
$20,000
$ 6,897
$ 6,250
$ 4,027
$ 3,846
$ 2,564

*Phytodyne also received $1.5 million from the Physical Infrastructure Assistance Program (PIAP).
Source: IDED Press Release (February 19, 2004)
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Second, qualiﬁcation as a “start-up” is surprisingly open-ended. Neither Phytodyne (incorporated in 2000) nor New Link Genetics (incorporated in 1999) have been in business “for less
than three years.” Because they did not qualify as “start-ups” under IVF rules, the Board simply waived the rules. While the reasoning behind these waivers (that “life science” ﬁrms facing
signiﬁcant research burdens should have a longer “start-up” status) may well have merit, the
practice of waiving rules on an applicant-by-applicant basis is deeply troubling.
One award (Eden Farms) manages to break almost all the rules, asking for $60,000 to create
one job (the other two are retained jobs) at $12.02/hour — well below even the 110 percent
threshold. Another skirts the rules, claiming an award of $6,250 per job when (at the proposed
wage) it qualiﬁes for only $6,000 per job.
All told, as Table 4 suggests, the Grow Iowa Values Board proposes to dole out over $17 million to ﬁrms that, by any reasonable interpretation of the rules, qualify for less than a third of
that amount (or just over $5 million).

What Guarantee? The Accountability Question
Table 4. Allowable Awards, Recent Projects
IVF Thresholds
Company
Phytodyne*
Integrated DNA
Catalyst
New Link Genetics
Eden Farms
Novascan
Red Star Yeast
McKesson
Heartland Fields
Chapman Lumber

Location
Ames
Coralville
Sioux Center
Ames
State Center
Ames
Cedar Rapids
Dubuque
West Des Moines
Sand Springs

Jobs

Wage

%

Award
per job

Allowable
award

83
207
6
315
3
29
80
74
13
78

$18.38
$17.63
$17.12
$18.38
$13.42
$18.38
$19.07
$16.08
$21.53
$12.84

150
140
150
150
none
150
140
120
150
110

$ 7,000
$ 6,000
$ 7,000
$ 7,000
$
0
$ 7,000
$ 6,000
$ 4,000
$ 7,000
$ 3,000

$ 581,000
$ 1,242,000
$
42,000
$ 2,205,000
$
0
$ 203,000
$ 480,000
$ 296,000
$
91,000
$ 234,000

TOTAL

$ 5,374,000

Source: IDED Press Release (February 19, 2004) and IVF rules.

What about accountability? At various points, the IVF’s ﬁnal rules refer to “evaluation criteria”
or “standards” or “principles” but these are never proposed or raised as actual conditions of
public assistance. Indeed the latter (at Section 1.3) is accompanied only by the vague proviso
that “the board, the committee and the department will encourage applicants to give consideration to” a short list of “smart growth” goals.
In the IVF rules, the only assurance that recipients follow through on job creation and job quality goals is buried (at Section 1.5.2) in the description of the IVF contract. This section lists the
terms of a typical contract (wage and job standards, project period, payment schedule, etc.),
which must include: “reimbursement requirements of the business or other penalties imposed
on the business in the event the business does not fulﬁll its obligations described in the con-
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tract and other speciﬁc repayment provisions (“clawback provisions”) to be negotiated on a
project-by-project basis.”
In practice, the Values Board has done a good job of ﬁlling in these blanks. The contracts
negotiated with the ﬁrst run of applicants include explicit performance and job creation targets,
link payment of IVF funds to the fulﬁllment of those obligations, and specify repayment terms
should those obligations fall short.
It is troubling that the rules themselves offer no guarantee of such diligence. The rules do not
specify the terms of reimbursement (which might include cancellation of future beneﬁts, a prorated clawback based on the gap between contracted targets and actual performance, a 100
percent clawback for missing contracted targets, or a clawback with interest or penalties13).
And they open the door for looser requirements by agreeing to negotiate clawback provisions
on a project-by-project basis. While it is a challenge to draft general rules for speciﬁc and
diverse projects, such broad administrative discretion is not a good idea. It shields the terms
of public assistance from public scrutiny. It invites prospective recipients to pit jurisdictions
against each other, threatening to go elsewhere if the terms of assistance are too restrictive.
The precise terms are less important than the fact that they should be — for the beneﬁt of recipients, their employees, and taxpayers — explicit and transparent.
*

*

*

*

*

Neither the rules nor the early track record of the IVF inspire much conﬁdence in its ability to
leverage new investment in “high road” employment. Instead, the rules invite recipients to bid
down local wages or to escape job and wage guidelines altogether by claiming “start-up” status
or forum shopping for a less-restrictive program. And the deals signed to date fall far short of
either the IVF’s own wage guidelines or its job creation targets. There is nothing in the IVF’s
rules, and even less in its practice, to ensure that public funds are used to raise the average
wage. In fact, the celebration surrounding it aside, the Wells-Fargo deal will actually lower the
average wage in Polk County.
Iowans should expect — especially given the state of working Iowa and the scarcity of state
resources — a much more dramatic, tangible and secure return on our public investments.
Money appropriated to the Values Fund, after all, is money lost to education, social programs
and state aid for local governments. The only way to defend that choice is to ensure that the
Values Fund underwrites only stable, high-wage employment. Such an investment would create both tangible private beneﬁts (living wage jobs) and real public returns (new revenues,
lesser demand on state and local services).
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