Business Incubator Promotion Act

Background:

Business incubators promote regional economic development by providing entrepreneurial companies with an array of business support resources and services. A 2008 study by the Economic Development Administration (EDA) found that business incubators are an effective public-private approach that produces new jobs at the lowest cost to the government. for every $10,000 in EDA funds invested in business incubators, an estimated 47-69 local jobs are generated. In rural areas, business incubators projects are the most effective type of EDA project. 
The National Business Incubation Association (NBIA) estimates that in 2005, business incubators supported more than 27,000 start-up companies providing full-time employment to more than 100,000 workers – generating more than $17 billion in annual revenue. NBIA also points to research showing that every dollar of federal funds devoted to an incubator generates approximately $30 in local tax revenue. 

Legislation:

The Business Incubator Promotion Act ensures that areas that are the most economically distressed and in need of EDA funds have opportunities to receive those funds. It also promotes business incubators by both constructing new incubators and expanding and supporting existing incubators. 

The federal share for EDA funding generally is up to 50 percent.  In cases of higher unemployment, that percentage can increase up to 80 percent. In Sections 4 and 5, the legislation would modify this scale to make it easier for regions to qualify for increased funding (see chart below) based on a shorter duration of unemployment rate (from 24 months to 12 months) and decreased unemployment rate average compared to the national unemployment rate average. 
In Section 6, the legislation would give the EDA authority to award grants for the development of business incubator feasibility studies and plans for the construction of new or expansion of existing business incubators, as well as the implementation of those studies and plans.  It would also give the EDA the ability to award grants to support existing and new operations of business incubators to assist them in becoming self-sustainable.   

	Projects located in regions which:
	Maximum allowable EDA share

	(A) The 24  12  month unemployment rate is at least 225% 175% of the national average; or
	80

	(B) The per capita income is not more than 50% 60% of the national average
	80

	(C) The 24  12  month unemployment rate is at least 200% 150% of the national average; or
	70

	(D) The per capita income is not more than 60% 65% of the national average
	70

	(E) The 24  12  month unemployment rate is at least 175% 125% of the national average; or
	60

	(F) The per capita income is not more than 65% 70% of the national average
	60

	(G) The 24  12  month unemployment rate is at least 1 percentage point greater than the national average; or
	50

	(H) The per capita income is not more than 80% of the national average
	50
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