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Over the last decade, the U.S. federal government has increasingly turned to spa-
tially targeted tax incentives to promote postdisaster revitalization. The logic behind
this policy orientation is that targeting public subsidies to particular disaster zones
will speed community recovery and encourage business reinvestment. To evaluate
this claim, this paper uses the case of the Gulf Opportunity (GO) Zone of 2005 that
provided tax incentives to businesses in the Gulf Coast area affected by Hurricanes
Katrina and Rita from 2006 through December 2011. Drawing on qualitative and
quantitative data, I find that damage was not a consistently significant determinant
of GO Zone bond allocation at the parish level. Rather, GO Zone bonds were mainly
allocated in low-damage areas and underutilized in New Orleans and heavily dam-
aged areas. Though policy makers designed the program to stimulate small business
recovery, GO Zone benefits went to large businesses located in areas least damaged
by the hurricanes. Overall, the allocation of bonds using a first-come, first-served
strategy combined with the huge size of the GO Zone reduced the effectiveness of
the incentives offered and reinforced the disincentives for locating business and
investment in disaster-devastated areas.

INTRODUCTION

Over the past few decades, urban scholars have debated whether spatially targeted tax
incentives are a cost-effective strategy for achieving economic revitalization in particu-
lar distressed areas. One justification for using tax incentives is that they will generate
business reinvestment in a designated distressed area or “zone” and create new jobs. A
related justification is that tax incentives to businesses will increase public revenue, thus
contributing to improved public services (for an overview, see Peters and Fisher 2004).
These claims have formed the basis of state enterprise zones and federal empowerment
zone and renewal community programs. Evidence regarding the positive impact of spa-
tially targeted tax incentives has been varied and inconclusive, despite over two decades
of study by diverse scholars and researchers (Dabney 1991; Government Accountability
Office 2006; Peters and Fisher 2002; 2004). Nevertheless, indications are that spending
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on incentives has continued to rise along with the increasing specialization and differ-
entiation of tax incentives (Greenbaum and Landers 2009; Hicks and LaFaive 2011).
Today, spatially targeted tax incentives take many different forms—e.g., regulatory relief,
specialized infrastructure expenditures, tax deductions, exemptions, or credits, indus-
trial revenue bonds, enterprise zones, tax-increment financing (TIF), and abatements
for individual firms. Not only have the cost and type of tax incentives increased, but the
size of the zones for targeted tax incentives has expanded and broadened over time,
as governments have eased the eligibility requirements to permit less distressed areas
to be designated as enterprise zones (Talanker et al. 2003; Greenbaum and Bondonio
2004).

One of the newest areas in which tax-oriented tools have been adopted to spur tar-
geted economic development is disaster recovery and rebuilding. The establishment of
the New York Liberty Zone following the September 11, 2001, terrorist attacks was the first
time the U.S. Congress explicitly targeted tax benefits to a disaster-impacted geographic
“zone.” The Liberty Zone included the 16-acre World Trade Center site and surrounding
urban neighborhoods and commercial districts. Four years later, Congress established
the Gulf Opportunity (GO) Zone Act of 2005 (Pub. L. No. 109-135) to provide tax incen-
tives to businesses in the Gulf Coast area affected by Hurricanes Katrina and Rita. From
the beginning of the program in 2006 through its end in December 2011, the GO Zone
provided over $22 billion in bonds, tax credits, and tax exemptions to Louisiana, Missis-
sippi, and Alabama to rebuild their disaster-impacted places, the largest allocation of tax
aid for disaster recovery in U.S. history. Unlike the relatively delimited, small-scale Lib-
erty Zone, the GO Zone contained a heterogeneous mix of urban and rural communities
spread across more than 60,000 square miles of territory in 89 counties and three states
(Alabama, Louisiana, and Mississippi). Like the Liberty Zone, the GO Zone program
used a series of tax incentives to stimulate community recovery. This policy orientation
reflected the longstanding belief that alterations to the tax code can be effective strategies
for generating targeted economic development and reinvestment.

This study examines the implementation of a specific component of GO Zone
legislation—tax-exempt, private activity bonds—and investigates the relationship be-
tween disaster-related socio-physical damage and access to this business recovery assis-
tance. The GO Act of 2005 gave Louisiana the authority to issue approximately $7.9
billion in tax-exempt private activity bonds that could be used for acquisition, construc-
tion, reconstruction, and renovation of nonresidential real property, qualified residential
rental projects, and public utility property. My research draws on government reports
and housing analyses, Louisiana Bond Commission meeting transcripts, and interviews
with real estate agents and others who had firsthand knowledge and experience with the
implementation of the GO Zone program in Louisiana. I first examine GO Zone project
requirements and the criteria used to evaluate projects. I then examine the relationship
between GO Zone bond allocation and hurricane-related damage at the parish level.
Specifically, I evaluate whether state officials consistently targeted the bond allocations
to assist business recovery in the most damaged areas. Overall, the paper investigates the
effects of GO Zone policy priorities on the spatial distribution of business assistance and
evaluates the efficacy of GO Zone program elements such as designation criteria, target-
ing, and incentive policies. In conclusion, I detail the policy implications of this research
and provide several recommendations to guide future policy making with respect to using
private activity bonds as a postdisaster recovery strategy.
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SPATIALLY TARGETED TAX INCENTIVES AND POSTDISASTER
REDEVELOPMENT

In 2005, Hurricanes Katrina and Rita devastated the state of Louisiana, destroying wide
swaths of housing, key infrastructure, and numerous private businesses. In response,
Congress granted a wide range of disaster relief, including billions of dollars of grants and
tax incentives. Specifically, the GO Zone Act of 2005 (Pub. L. No. 109-135) provided tax
incentives to individuals and businesses in certain presidentially declared disaster areas.
The GO Zone Act was part of a larger package of legislation, in addition to the Katrina
Emergency Tax Relief Act of 2005 (KETRA), that extended tax relief to Louisiana and the
Gulf Coast region. Governments had many resources and forms of aid to assist victims in
the weeks following Katrina’s landfall. Yet the first legislation approved by Congress to
assist victims was tax relief. President G.W. Bush celebrated the tax breaks that he was
recommending for businesses in the Gulf of Mexico region. “Look, there’s not going to
be any revenues coming out of that area for a while anyway, so we might as well give them
good tax relief in order to get jobs there and investment there” (Sander and Andrews
2005).

The GO Zone rested upon a longstanding neoliberal ideology that advocates for pri-
vate sector implementation of public policies, aggressive forms of austerity financing,
and use of tax expenditures rather than direct outlays to implement social welfare pro-
grams (Gotham and Greenberg 2008; 2014). Central to neoliberal ideology is the view
that “open, competitive, and unregulated markets, liberated from all forms of state in-
terference, represent the optimal mechanism for economic development” (Brenner and
Theodore 2002, p. 2; Hackworth 2007; Harvey 2005). As a major component of neolib-
eral policy experiments, spatially targeted tax incentives and other business subsidies have
been used increasingly over the past 30 years (including state Enterprise Zones and fed-
eral Empowerment Zones, Enterprise Communities, and Renewal Communities) to tar-
get incentives to distressed areas in order to promote revitalization (Boarnet 2001; Green
1991).

Since the 1990s, the number, popularity, and variety of enterprise zones have grown
enormously. By 2008, 43 states had established enterprise zone programs comprising
more than 3,000 designated enterprise zones (Mossberger 2000; Pulsipher 2008). The
Liberty Zone and GO Zone expanded the original scope of these earlier federal and state
programs with the goal of using tax incentives to promote postdisaster reinvestment and
redevelopment. In public comments, elected officials and policy makers often compared
Hurricane Katrina to the 9/11 attacks and the tax package for the Gulf Coast explicitly
borrowed from that designed for New York (Stead 2006; Gotham and Greenberg 2008;
2014).

In the years since the implementation of the Liberty Zone and the GO Zone, schol-
ars have undertaken several studies to determine whether tax incentives and enterprise
zones can be effective post-disaster recovery tools. Graham’s (2007) analysis of small busi-
ness recovery after the September 11 disaster found that an emphasis on place-based as-
sistance to firms conflicted with macro-level redevelopment plans for Lower Manhattan
thereby impeding commercial recovery efforts. Damiani’s (2008, p. 156) examination
of post-9/11 recovery trends noted that Liberty Bonds and other tax incentives in the
Liberty Zone “went to powerful financial and real estate interests” with funding “skewed
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toward the increasingly affluent neighborhoods surrounding Ground Zero.” In an early
evaluation of the GO Zone, Norcross et al. (2008, p. 2) found that “the GO Zone is
an improvement over previous tax incentive zone programs in that its wide geographic
boundaries are superior to the narrow focus of other programs.” Stoker and Rich (2006)
voiced skepticism about the effectiveness of the GO Zone, maintaining that tax incentives
alone would be inadequate as a means of generating reinvestment in disaster-devastated
communities. Later, Brookings Institution researchers Puentes and Sabol (2012) argued
that “disaster bonds have a proven record of success in places like Louisiana and New
York City, where they stimulated large investments in damaged communities.” Overall,
the mixed results of disaster zone analyses can be attributed to the range of methods
used to study impacts, the diverse goals and measurable outcomes of different programs,
and the variety of strategies implemented by governments to achieve particular results.

This study attempts to expand on previous research on the spatial targeting of disaster
tax incentives in several ways. First, I identify whether the tax incentives offered in the
GO Zone had an impact on business reinvestment and address the challenges and obsta-
cles to the implementation of the GO Zone program. Second, while previous studies of
zone impacts have focused on indicators of economic growth and socioeconomic effects,
this study focuses on the business utilization of GO Zone bonds. In doing so, I address
whether the programmatic organization and spatial targeting of the GO Zone program
benefited certain types of businesses and certain areas within the Zone. Third, I address
whether tax exempt private activity bonds mitigated the locational negatives associated
with the damage and destruction of Hurricanes Katrina and Rita. Overall, this paper ex-
amines whether spatially targeted tax incentives can be effective in inducing reinvestment
in disaster-damaged areas.

DATA AND METHODS

This analysis of the GO Zone is based on ethnographic field observations, interviews,
and documentary research conducted from 2006 to 2012. My goal was to identify the
various tax provisions and processes the State of Louisiana used to allocate federal GO
Zone tax incentives. I first reviewed the GO Zone Act of 2005 and subsequent amend-
ments as well as Joint Committee on Taxation (JCT) explanations of the Act and related
legislation. I also examined Louisiana Bond Commission meeting transcripts, meeting
status updates, and state auditors’ reports of the GO Zone program. I acquired these
data through a Public Records Request to the Louisiana Department of the Treasury. Fol-
lowing federal regulations and current Institutional Review Board (IRB) rules, I removed
individually identifying information to protect the confidentiality of the human subjects.
To determine how much of the GO Zone tax incentives were used and for what pur-
poses, I obtained and analyzed documentation from the Louisiana Bond Commission,
the Louisiana Housing Finance Agency, and local industrial development commissions. I
reviewed information on all bonds issued by Louisiana from the start of the program in
2006 through the end of the program in December 2011, including summary informa-
tion provided by the state of Louisiana describing how private investors planned to use
the bonds. To examine public officials’ pronouncements and debates about post-Katrina
rebuilding, I also analyzed the New Orleans Times-Picayune newspaper using respective
search engines for news coverage about the GO Zone rebuilding efforts.
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I also interviewed more than two dozen people associated with the post-Katrina re-
building process, including real estate agents, neighborhood coalition leaders, attorneys,
government officials and agency staffers, and leaders of nonprofit organizations. Follow-
ing guidelines discussed by Small (2008; 2009, pp. 226–8), I selected and analyzed my
interview data using sequential interviewing. This approach considers each interview not
as a sample of a population, but as a case in its own right, an element of knowledge that
informs future cases. Using snowball sampling, I proceeded sequentially in my interview-
ing such that each interview built upon the findings of previous interviews. Each interview
sufficed as a new case, and my study asked how and why questions about the implemen-
tation of the GO Zone program. I conducted these interviews from 2009 through 2012. I
selected the initial respondents based on a search of newspaper articles, identification of
leaders of the GO Zone Bond Commission, and knowledge of leaders of neighborhood
coalitions and nonprofit organizations. Importantly, I altered each new interview to in-
clude increasingly refined questions about the GO Zone program, since every interview
motivated me to refine my questions and re-evaluate my understanding of the impact
of the GO Zone program on post-Katrina reinvestment rates and patterns. I employed a
flexible approach to each interview, treating it like a “guided conversation” as opposed
to a fixed set of questions, an approach used by Kimelberg (2011) in her analysis of real
estate professionals.

For this paper, I used interviews to understand the motivations surrounding the for-
mulation and implementation of the GO Zone, and perceptions of the impact of GO
Zone tax incentives on the pace and trajectory of post-Katrina recovery. I tape-recorded,
transcribed, and systematically analyzed the interviews for their content. To protect the
confidentiality of my interviewees, I have changed their names. I also coded and analyzed
the interviews and verbatim transcripts of Bond Commission meetings from 2006 to 2011
using open and focused coding. Broadly, the collection and analysis of multiple data
sources provided an opportunity for triangulation to enhance the validity and reliability
of the findings. In conceiving of interviews as cases and using sequential interviewing, I
did not aim for representativeness and statistical generalization in my study. Rather, my
goal (following Yin 2009) was to rely on analytical generalization in which I strove to
generalize from my results to broader approaches to understanding and explaining the
impact of enterprise zones on business activity, investment, and employment in distressed
areas.

POSTDISASTER REVITALIZATION THROUGH THE TAX CODE:
THE CASE OF THE GULF OPPORTUNITY (GO) ZONE

In December 2005, the U.S. Congress passed H.R. 4440, the GO Zone Act of 2005, to pro-
vide tax incentives and other financial incentives for businesses in Louisiana and other
states affected by Hurricanes Katrina and Rita. Under the GO Zone Act, the State of
Louisiana was responsible for allocating $7.9 billion in tax-exempt private activity bonds
between 2006 and 2011. While the State also implemented other tax relief measures in-
cluding low-income housing tax credits (LIHTC), the sum of these provisions paled in
comparison to the huge amount of tax-exempt bonds to finance recovery efforts. The
GO Zone Act authorized $170 million in LIHTC tax credits; $200 million in GO Zone tax
credit bonds, a newly created category of tax credit bonds; and $4.5 billion in additional
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TABLE 1. Population, Median Household Income (MHHI), and Poverty Status of GO Zone Parishes

Median Household % of Families
Income (in 2012 Living Below the

Parish

Total
Population,

2000 % White % Black constant dollars) Poverty Level (in 1999)

Acadia 58,861 80.4 18.6 $36,899 21.0
Ascension 76,627 77.4 20.3 $61,243 10.7
Assumption 23,388 66.9 31.5 $43,100 19.5
Calcasieu 183,577 73.6 24 $48,913 12.8
Cameron 9,991 93 3.9 $47,337 9.1
East Felicia 21,360 51.8 47.2 $43,740 18.3
East Baton Rouge 412,852 56.2 40.1 $51,474 13.2
Iberia 73,266 65.1 30.8 $43,150 20.2
Iberville 33,320 49.3 49.7 $40,156 19.6
Jefferson 455,466 69.8 22.9 $53,149 10.8
Jefferson Davis 31,435 80.6 17.8 $38,354 18.1
Lafayette 190,503 73.4 23.8 $50,498 11.8
Lafourche 89,974 82.9 12.6 $48,274 13.2
Livingston 91,814 94.4 4.2 $53,774 9.2
Orleans 484,674 28.1 67.3 $37,520 23.7
Plaquemines 26,757 69.8 23.4 $52,787 15.4
Pointe Coupee 22,763 61.0 37.9 $42,339 18.7
St. Bernard 67,229 88.3 7.6 $49,697 10.5
St. Charles 48,072 72.4 25.2 $62,419 9.3
St. Helena 10,525 46.7 52.6 $34,529 22.8
St. James 21,216 50.0 49.4 $48,782 18.0
St. John the Baptist 43,044 52.6 44.8 $54,561 13.9
St. Martin 48,583 65.7 32.3 $42,454 18.4
St. Mary 53,500 62.8 31.8 $38,819 20.6
St. Tammany 191,268 87.0 9.9 $66,214 7.6
Tangipahoa 100,588 69.8 28.4 $40,672 18.0
Terrebonne 104,503 74.1 17.8 $48,724 15.8
Vermillion 53,807 82.6 14.1 $40,793 17.4
Washington 43,926 67.4 31.5 $33,553 19.4
West Baton Rouge 21,601 62.8 35.5 $51,326 13.2
West Feliciana 15,111 48.7 50.3 $54,853 15.0
Total 3,109,601 64.1 31.7 $48,097 14.8

Source: Social Explorer Tables (SE), Census 2000, U.S. Census Bureau and Social Explorer.

advance refunding bonds (Government Accountability Office 2008). Unlike traditional
grant programs, GO Zone projects receiving tax incentives were financed with bonds
that had to be repaid or with equity provided by private investors, developers, insurers,
or others. Unlike traditional tax-exempt bonds that were issued by state and local devel-
opment boards for public redevelopment purposes, Congress created a new category of
tax-exempt bonds, known as GO Zone Bonds, that were not payable from taxes or other
public funds but were payable by the private developer to whom the bonds were issued
(Government Accountability Office 2008). The tax-exempt status of the GO Zone bonds
thus provided a lucrative subsidy to bond holders by foregoing federal tax revenue.

In designing the GO Zone, policy makers imposed a tax zone and package of tax re-
lief onto a vast region containing widespread differences in population concentration,
poverty status, income levels of residents, and disaster damage and impacts (Stoker and
Rich 2006). Table 1 lists figures for the population, racial status, median household
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income (MHHI), and poverty status of residents in each parish in the GO Zone based
on 2000 U.S. Census Bureau data. Through 2010, post-Katrina and post-Rita population
estimates for Louisiana parishes remained in flux and in dispute, with initial estimates
being revised downward in 2006, upward in 2007, and new estimates in 2008. Thus, 2000
Census data offer the most valid and reliable data source on population and demographic
trends on the eve of the disasters. Moreover, the Louisiana Bond Commission required
that parishes in the GO Zone be allocated a total amount of bonds according to a ca-
pacity distribution formula developed by the Louisiana Recovery Authority (LRA). This
formula was based on the percentage of housing and infrastructure damage in that parish
as overlaid on 2000 census data (Louisiana Legislative Auditor 2008, p. 5).

As the table shows, affluent parishes such as St. Tammany, St. Charles, and Ascension
had a MHHI well above the GO Zone average MHHI of $48,707. Less affluent parishes
including Orleans, Washington, and St. Mary ranked far below the average MHHI for the
GO Zone. In particular, Orleans Parish was by far the poorest parish in the GO Zone with
23.7 percent of families living below the federal poverty level. Within the huge zone de-
fined by the GO Zone Act, some areas experienced very little physical damage while other
areas suffered tremendous loss and widespread devastation. Figure 1 shows the parishes
eligible for GO Zone bonds under the GO Zone Act. The figure also shows the percent-
age of damage in each parish in the GO Zone based on either remote sensing or direct
inspection of housing units by the Federal Emergency Management Agency (FEMA) to
determine eligibility for federal housing assistance. FEMA conducted these inspections
between the time of Hurricanes Katrina and Rita and February 12, 2006. Only occupants
of housing units are eligible for FEMA housing assistance. As such, these data do not re-
flect other types of damaged housing units, such as predisaster vacant units and summer
or second homes. FEMA defines major/severe damage as property damage greater than
$5200 per housing unit based on actual inspection. If no inspection is possible, FEMA es-
timates damage based on remote sensing of water depth at 12 inches and higher. At the
parish level, the percentage of damage in parishes hit by Hurricane Rita in the western
part of the state was much less than parishes affected by Hurricane Katrina in the eastern
part of the state.

FIRST-COME, FIRST-SERVED: LIMITATIONS OF THE GO ZONE
IMPLEMENTATION PROCESS

In Louisiana, the huge scale of destruction unleashed by Hurricanes Katrina and Rita mo-
tivated state officials to allocate federal tax incentives under the GO Zone Act to stimulate
community recovery and rebuilding while minimizing financial risks to governments. In
February 2006, the Louisiana State Bond Commission decided to set aside 50 percent of
its allocation authority for the 13 most-damaged parishes—called the “designated pool”—
and 50 percent for the rest of the 18 parishes—the “competitive pool”—in the Louisiana
GO Zone. The 13 parishes originally designated to receive 50 percent of the GO Zone
bond allocation authority included Calcasieu, Cameron, Jefferson, Lafourche, Orleans,
Plaquemines, St. Bernard, St. Charles, St. John the Baptist, St. Tammany, Tangipahoa,
Vermilion, and Washington parishes. In these 13 parishes, 14.7 percent of families lived
below the federal poverty level compared to 14.1 percent for the other 18 parishes (So-
cial Explorer 2013). According to the Bond Commission, no single project was to receive
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FIG. 1. Gulf Opportunity (GO) Zone.
Source: Louisiana Economic Development (LED) Department.

more than $250 million in GO Zone bond allocation authority. In 2007, the list of the
13 parishes targeted for GO Zone bond allocations was updated, based in part on FEMA
data on business and infrastructure damage and HUD data on major and severe hous-
ing damage (Government Accountability Office 2008). Each pool was to receive half of
the remaining GO Zone bond authority, or about $1.7 billion per pool. Further, each of
the 13 parishes in the designated pool was to receive GO Zone bond allocation author-
ity in proportion to the degree of damage sustained. The Bond Commission gave the
13 most damaged parishes up to December 2009 to use their special pool of GO Zone
bonds. From December 2009 through the end of the program in December 2011, New
Orleans and other severely damaged parishes had to compete against less-damaged areas
for the right to sell bonds to rebuild their communities (Government Accountability Of-
fice 2008; Louisiana Legislative Auditor 2008). FEMA and HUD measure damage at the
parish level, regardless of how populated the parish is.
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From the inception of the program, the Louisiana Department of Economic Devel-
opment (LDED) and the Bond Commission recommended and approved projects to
receive bond allocations on a “first-come, first-served” basis. “We decided to do it on a
first-come, first-served because there was discussion that we didn’t even know if we would
be even able to use the $7.8 billion,” according to the secretary of the Louisiana Bond
Commission (Louisiana State Bond Commission, September 20, 2007, pp. 115–16). One
problem with this “first-come, first-served” policy was the tendency to approve projects
without any clear criteria, guidelines, or priorities. “There are some [applications] for
maybe $100 million that create one job, one permanent job . . . or others for a lot less
money that create 2,000 or 3,000 jobs in some of them,” remarked one elected official at
a Bond Commission meeting on July 26, 2007 (Louisiana State Bond Commission. July
26, 2007, p. 240). “So, we haven’t really evaluated what’s the best bang for the economy
for us at this point. We simply have taken them first-come, first-served” (p. 240). Because
the state did not set goals or minimum qualifications for the economic criteria it used,
projects that created two jobs were as likely to be approved as those projects that created
hundreds of jobs.

Importantly, the implementation of GO Zone bonds skewed tax benefits toward the
least damaged areas since businesses in these areas were ready to apply for and issue
bonds before businesses in more damaged areas could make use of the incentive. Table 2
shows the parish-level allocation for GO Zone bonds issued, in dollar total and percent,
from the start of the program in 2006 to end of the program in December 2011. The
table also shows the amount and percentage of damage in each parish based on FEMA
data.

As the table shows, damage was not a consistent or significant determinant of GO Zone
bond allocation at the parish level. Louisiana parishes having the greatest level of bond
issuance activity were Calcasieu, East Baton Rouge, St. John the Baptist, St. James, As-
cension, and St. Charles. None of these parishes had more than 9.3 percent of their
occupied units affected by severe or major damage. Moreover, 12.7 percent of families
living in these parishes lived below the federal poverty level compared to 14.8 percent of
families in the other GO Zone parishes (Social Explorer 2013). Heavily damaged parishes
in the New Orleans metropolitan area, including Orleans, St. Tammany, St. Bernard, and
Plaquemine, received little GO Zone money in proportion to the scale of devastation.
Orleans parish did not even rank in the top seven as worthy of the bulk of bonds and
received less than 4 percent of the total amount of bonds issued. Moreover, none of the
bonds issued for the New Orleans projects went to development in hard-hit areas like the
Lower Ninth Ward or eastern New Orleans, areas that had up to 15 feet of flood water.

In contrast, East Baton Rouge, far from the physical damage caused by Hurricanes Rita
and Katrina, received more than 15.5 percent of the $7.8 billion GO Zone allocation and
was able to fund 28 projects, the most of any parish in the GO Zone. Other parishes in
the New Orleans metropolitan area that experienced little Katrina-induced damage—
including St. Charles Parish, St. John the Baptist, and St. James Parish—received more
bonds than New Orleans. Rural St. James Parish had only 85 severely damaged homes (1.2
percent of the parish total), but received over $1.1 billion in bonds (14 percent of the
total allocation), East Baton Rouge had only 238 homes severely damaged but received
over $1.2 billion in bonds for 28 projects. Rural Ascension Parish received over $620
million in bonds and was able to finance 13 projects even though it was hundreds of miles
from the hurricanes and only 138 homes (less than 1 percent of the parish total) were
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TABLE 2. GO Zone Allocation by Louisiana Parish—Projects, Dollar Value, Percent Allocation, and Damage,
2005–2011

Total # of Total Dollar Percent of Total Major/ Pct. Occupied
GO Zone Value of GO GO Zone Severe Damage Units with

Parish Projects Zone Projects Allocation Issued (by housing unit) Major/Severe Damage

Calcasieu 14 $1,642,020,500.00 20.92 6384 9.3
East Baton Rouge 28 $1,228,964,968.00 15.67 238 0.2
St. James 9 $1,101,462,502.00 14.05 85 1.2
St. John the Baptist 1 $1,000,000,000.00 12.76 277 1.9
Ascension 13 $621,101,500.00 7.92 138 0.5
St. Charles 6 $503,550,000.00 6.42 401 2.4
St. Tammany 16 $441,839,764.00 5.63 17,630 25.5
Lafourche 6 $260,690,250.92 3.33 554 1.7
Orleans 16 $256,608,240.00 3.27 105,323 55.9
Jefferson 10 $240,822,816.00 3.07 34,320 19.5
Cameron 1 $100,000,000.00 1.28 2579 71.8
Lafayette 3 $66,899,520.00 0.85 119 0.2
Terrebonne 4 $58,986,000.00 0.75 2411 6.7
St. Bernard 2 $32,340,119.00 0.41 19,686 78.4
West Baton Rouge 3 $30,537,000.00 0.39 15 0.2
Iberia 3 $28,765,080.00 0.37 1266 5.0
Livingston 2 $27,733,875.00 0.35 364 1.1
St. Mary 2 $18,189,163.00 0.23 317 1.6
Iberville 1 $15,213,000.00 0.19 76 0.7
Jefferson Davis 2 $6,400,000.00 0.08 465 4.1
Tangipahoa 2 $6,815,000.00 0.08 845 2.3
Plaquemines 2 $666,067.80 0.009 5174 57.5
Washington 1 $149,114.28 0.002 1380 8.4
Multiple 3 $149,995,340.00 1.91 NA NA
Acadia 0 0 0 504 2.4
Assumption 0 0 0 153 1.9
East Feliciana 0 0 0 41 0.6
Pointe Coupee 0 0 0 19 0.2
St. Helena 0 0 0 76 2.0
St. Martin 0 0 0 99 0.6
Vermillion 0 0 0 2579 13.0
West Feliciana 0 0 0 5 0.1
Total 150 $7,839,749,820.00 100% 203,523 –

Source: Louisiana Department of Treasury, Louisiana Bond Commission. Data released through public records request
initiated by the author. Current Housing Unit Damage Estimates Hurricanes Katrina, Rita, and Wilma. February 12,
2006. Data from FEMA Individual Assistance Registrants and Small Business Administration Disaster Loan Applications.
Analysis by the U.S. Department of Housing and Urban Development’s Office of Policy Development and Research.

estimated to have experienced major damage. In contrast, Vermilion Parish had 2,579
homes severely damaged but did not receive any GO Zone bonds. St. Bernard Parish,
which was almost completely flooded by Katrina, received less than 0.5 percent of the
bond allocation and was able to fund only two projects. As Table 2 shows, GO Zone tax
incentives privileged those areas with the least amount of disaster damage. If we look at
the top six parishes with the largest total dollar allocation in GO Zone bonds, we see that
more than 77 percent of all GO Zone bonds went to these parishes even though they
had a combined total of only 7523 severely damaged homes. In contrast, New Orleans
received only 3.27 percent of GO Zone bonds even though the parish had over 105,000
homes severely damaged (55.9 percent of the parish total).
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CHALLENGES AND PROBLEMS OF ALLOCATING GO ZONE BONDS

In interviews, respondents repeatedly referred to how the deterioration of global credit
markets in 2007 and 2008 provided a major impetus to speed financing and allocate
bonds as soon as possible, a concern that reinforced the “first-come, first-served” strat-
egy and privileged those firms located in undamaged areas that applied first for bonds.
According to one investor:

The investors that tried to buy GO Zone bonds did not have to pay federal or state
income tax on the interest they earned, and they generally could pass the savings
to the developers that borrowed the money. While the bonds would be attractive
to the investors when the economy was in good shape and growing, the market for
bonds basically shut down after 2007 (Interview with MGG May 9, 2011).

Through June 2008, more than 40 developers with housing, hotel, or retail projects in
New Orleans had applied for a GO Zone bond allocation. Yet only seven of those had
managed to place the bonds in the private market and close their deals. For years, a vast
amount of borrowing capacity remained unused in the city. In interviews, some of the
developers who let their bond allocation lapse decided to tap another public incentive.
Others grew frustrated dealing with multiple government agencies, multiple costs, and
the plethora of rules the state imposed on companies that requested the bonds. As one
developer put it:

We faced several problems but what was deeply problematic was that the state re-
quired that we make a huge deposit to get the bonds. Well, why would a com-
pany apply for bonds if they got the cash on hand to post the deposit? It was also
frustrating dealing with all these recovery authorities—the Bond Commission, the
Louisiana Economic Development Department, the New Orleans Industrial Devel-
opment Board. In the end, we let the bond allocation expire rather than deal with
cumbersome bureaucracy (Interview with ABG, April 5, 2011).

In still other cases, developers had to forfeit their allocation because their projects
did not pass muster with Wall Street investors waiting out the turbulence in the credit
markets. According to one developer:

Developers in New Orleans had a tough time obtaining bond insurance for their
projects. Companies looking to invest in New Orleans had multiple battles to fight:
they had to fight the lingering effects of Katrina and the perception widespread
outside of New Orleans that the city was a risky place to invest (Interview with GHY,
March 16, 2012).

As one real estate agent and lawyer told me, “There was just so much turmoil in the
credit markets during those years. Even if you had a good project, a lot of investors in-
terested in bonds had adopted a wait-and-see attitude” (Interview with HHH, February 5,
2012).

In interviews, real estate officials and bond attorneys lamented the investment “dis-
incentives” New Orleans faced not just because of physical damage but also because of
rising housing costs, rising insurance rates, increasing cost of labor, and struggles to re-
build the health care and education systems during the years after Hurricane Katrina
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roared ashore. “Bonds sat unclaimed for months, even years after the storm, as devel-
opers struggled to initiate projects in the face of spiking insurance rates, soaring labor
costs, and scared banks that did not want to invest in a city that suffered catastrophic
floods,” remarked one developer (Interview with FBB, January 28, 2012). According to
one attorney I interviewed:

The problem is credit, not the GO Zone itself, the strength of the credit of the com-
pany backing the bonds was the driving factor in whether the bonds would sell. Get-
ting the bonds allocated to your project wasn’t the most important factor. Investors
still wanted to make money after Katrina, and there was a degree of uncertainty
about New Orleans. The money just stayed away from Orleans Parish (Interview
with PC, November 12, 2011).

Importantly, the large size of the GO Zone actually dampened the effectiveness of tax
incentives as a postdisaster reinvestment tool. The value of GO Zone bonds for damaged
areas like New Orleans was reduced as the incentive was made available in nondamaged
areas like Baton Rouge. That is, the larger the geographical area of the Zone, the fewer
the incentives for businesses to invest in high risk damaged areas. The fact that tax exempt
private activity bonds were made available across a vast geographical area (e.g., southern
Louisiana) reinforced the deterrent to locate in damaged areas and thereby increased
the attractiveness of investment in undamaged areas. These points corroborate research
of Bondonio and Greenbaum (2007), Greenbaum and Bondonio (2004), and Landers
(2006) that found that expansion in the size of enterprise zones diluted the benefit of
the tax incentives, since “the value of incentives in any given location is reduced when
similar incentives are made available in other locations” (Greenbaum and Landers 2009,
p. 471). Thus, the huge size of the GO Zone reduced the postdisaster redevelopment
utility of GO Zone bonds. Even within the GO Zone, some areas experienced little dis-
aster damage, while other areas like New Orleans experienced major damage and had
to contend with devastated infrastructure and destroyed communities for years after the
disaster.

REWARDING ECONOMIES OF SCALE, PROMOTING THE CONCENTRATION OF
CAPITAL

In the weeks after Hurricane Katrina roared ashore, President Bush proclaimed that the
new GO Zone he proposed would “provide immediate incentives for job-creating invest-
ment, tax relief for small businesses, incentives to companies that create jobs, and loans
and loan guarantees for small businesses, including minority-owned enterprises, to get
them up and running again” (New York Times 2005, emphasis added). Despite the claim
of helping small businesses, the evidence suggests that not all firms benefited from GO
Zone tax benefits. The small-scale operations and lack of capital of small business ham-
pered their ability to access GO Zone benefits. “If you didn’t have the money you couldn’t
qualify to get money,” according to the State Bond Commission Director (Cohen 2010).
Table 3 lists GO Zone projects by company and issue amount.

The table shows that large petrochemical companies received a disproportionate share
of GO Zone bonds. Marathon Oil Corporation, NuCor Steel, Exxon, and Valero Energy
Corporation received approximately $2.4 billion in bonds, more than a quarter of all

302



DILEMMAS OF DISASTER ZONES

TABLE 3. Louisiana Go Zone Projects by Issued Amount

Company Project Description Project Type Amount

Marathon Oil Corp. Oil Refinery Petrochemicals &
Environmental
Technologies

1 Billion

Lake Charles
Cogeneration
Project

Petroleum Coke Gasification Project Petrochemicals &
Environmental
Technologies

1 Billion

NuCor Steel
Louisiana

Acquisition, construction, & equipment
of iron-making facility, docks, wharves,
and related improvement

Manufacturing 600,000,000

Exxon Capital
Ventures, Inc.
Project

Acquisition, construction, & equipment
of certain industrial, manufacturing,
and/or processing facilities at the exist-
ing refinery

Petrochemicals &
Environmental
Technologies

300,000,000

Valero Energy
Corporation
Project

Acquiring, constructing, and installing an
addition of approximately 4.8 million
barrels

Petrochemicals &
Environmental
Technologies

300,000,000

Exxon Capital
Ventures, Inc.
Project

Acquisition, construction, & equipment
of certain industrial, manufacturing,
and/or processing facilities at the exist-
ing refinery

Petrochemicals &
Environmental
Technologies

200,000,000

Westlake Chemical
Corporation
Projects

Expansion of Chemical Plants Petrochemicals &
Environmental
Technologies

197,660,339

Liquid Logistics
Center

Liquid Logistics Center Logistics and
Transportation

165,000,000

Lake Charles
Cogeneration
Project

Acquisition, construction, and equipment
of gasification project

Petrochemicals &
Environmental
Technologies

161,000,000

Louisiana Offshore
Terminal
Authority

Expansion of Chemical Plants Petrochemicals &
Environmental Tech-
nologies/Manufacturing

100,525,073

Louisiana Sugar
Refining, LLC

Construction and equipment of a new
million-ton per-year sugar refinery

Agriculture, Forestry, &
Food Technolo-
gies/Manufacturing

100,000,000

NuStar Logistics,
LLC

Acquisition, construction, and installa-
tion of additional storage capacity for
shell barrels

Logistics and
Transportation

100,000,000

Kinder Morgan
Pipeline, LLC
Project

Interstate Pipeline Logistics and
Transportation

100,000,000

Dynamic Fuels, LLC Constructing of alternative fuels manu-
facturing facility capable of producing
clean synthetic fuel

Petrochemicals &
Environmental Tech-
nologies/Manufacturing

100,000,000

International-Matex
Tank Terminals

Finance improvements & expansion to
the liquid logistics centers

Logistics and
Transportation

100,000,000

New Orleans
Aviation Board:
Consolidated
Rental Car Project

Increase number of rental cars available
to public at airport & increase nonair-
line revenues

Auto, Sales, and/or Service 96,515,000

Source: Prepared by the author using data from the Louisiana Department of Treasury, Louisiana Bond Commission.
Data released through public records request initiated by the author.
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bonds allocated. If we also include the Lake Charles Cogeneration facility, a petroleum
coke gasification project located in Calcasieu Parish, then the amount of GO Zone bonds
going to promote growth in manufacturing and oil increases to $3.4 billion, more than
44 percent of all GO Zone bonds (see table 3). None of these projects was located in the
New Orleans metropolitan area.

As Table 3 shows, the 16 largest bonds issued in Louisiana accounted for approximately
$4.62 billion, or more than half (58.9 percent) of the total bonds issued. The other 41.1
percent went to finance 134 projects. This is one indication that borrowers financing
larger projects were able to use the GO Zone bonds to a greater extent than borrowers
financing smaller projects. These findings corroborate the conclusions of a Government
Accountability Office (2008, p. 29) investigation that found that

smaller projects, such as those issuing bonds for less than about $2 or $3 million,
may have had a more difficult time using the GO Zone private activity bond pro-
vision because the issuance costs, including fees for legal and financial advisors,
begin to account for a larger percentage of bond proceeds for smaller bonds than
for larger bonds.

Through their diverse resources, economies of scale, and specialized legal staff, large
businesses could interpret and navigate the complexity of legal regulations to access
bonds and pursue new investment opportunities within the GO Zone. Small businesses,
on the other hand, had limited access to the GO Zone bonds because they had fewer re-
sources and many could not meet the credit standards for tax exemptions. One lawyer I
interviewed noted the difficulties small businesses faced with investing in damaged areas
like New Orleans:

Even though our business was successful in getting GO Bonds, the process of se-
curing them was confusing. We had four sets of attorneys on the case. All this was
extremely expensive. I imagine that when businesses compare costs and benefits,
they think twice because of all the different costs. They question whether pursuing
GO Zone bonds is really worth all the expense and effort (Interview with NC, June
27, 2011).

Others complained of the troublesome costs and onerous requirements as obstacles to
using GO Zone bonds. As one attorney told me,

The process was very complicated. There were about a dozen steps to go through
to get bonds and an assortment of costs including state bond commission fees, ap-
plication and closing fees, bond counsel fees, underwriting, and so on. It was never
ending (Interview with CB, July 3, 2011).

In sum, the process of allocating GO Zone bonds overwhelmingly favored large busi-
nesses and provided little direct benefit to small businesses. Unlike large businesses that
were able to take advantage of GO Zone bonds, small businesses lacked the legal and
financial resources needed to apply, and had low levels of capital reserves and discre-
tionary income. In the heavy damaged areas of Louisiana, small businesses endured the
emotional toll of surviving a disaster, a subsequent economic recession, an eviscerated
customer base, construction obstacles, and the sheer uncertainty of how to navigate a
labyrinthine government bureaucracy to access bonds and other disaster aid. Overall,
though policy makers and state officials intended the GO Zone program to generate
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recovery of those smaller firms and of areas most affected by Hurricane Katrina, the
prime beneficiaries were large firms located far from the levee breaks.

CONCLUSION

This analysis of the GO Zone provides a cautionary tale to policy makers consid-
ering using spatially targeted tax subsidies as a postdisaster recovery tool. As this
paper shows, areas in the GO Zone with the greatest damage received the least
amount of bonds to help finance recovery and rebuilding efforts. In interviews and
verbatim transcripts of Louisiana Bond Commission meetings, elected officials and com-
mission members stressed that they intended to allocate bonds to encourage effective
and efficient rebuilding in the most damaged areas. At the same time, however, Bond
Commissioners and officials allocated bonds on a first-come, first-served basis, an orien-
tation that failed to distinguish the challenges of community recovery in areas with heavy
damage from those areas that experienced very little damage. Some cities and parishes
within the GO Zone, such as the Baton Rouge area, sustained little hurricane damage but
received a disproportionate share of bonds and reinvestment activity. Parishes in the New
Orleans metropolitan area (Orleans, Jefferson, St. Bernard, and St. Tammany), in con-
trast, received very few bonds despite experiencing tremendous hurricane-related dam-
age, job losses, and disinvestment. Thus, the GO Zone sufficed as a policy mechanism for
channeling private investment toward areas of less damage, based on their low risks and
high potential for future growth and investment.

Over the years, evidence regarding the success of spatially targeted tax incentives has
been mixed, with research conclusions ranging from positive impacts to no impact or
negative impact on business location measures, investment, and employment (Dabney
1991; Greenbaum and Landers 2009, p. 469; Greenbaum and Engberg 2004; Bondonio
and Greenbaum 2007; Oakley and Tsao 2006; 2007; Peters and Fisher 2002; 2004). Re-
search on spatial targeting is less clear as to the reasons for the mixed results. They may
be due to the varied goals and approaches of zone programs, variety of methods used to
evaluate effectiveness, or the size of the zone itself (for an overview, see Greenbaum and
Landers 2009). This paper shows that, in the case of the GO Zone, the first-come, first-
served implementation strategy conferred a differential disadvantage on damaged areas,
as businesses in them were incapacitated by the disaster and could not apply for and ac-
cess GO Zone bonds as fast as businesses in less damaged areas. Moreover, the large size
of the GO Zone tended to skew tax benefits toward large firms and undamaged areas
and away from small businesses and heavily damaged areas. The findings of this paper
suggest that if the goal of disaster zones is to facilitate revitalization in disaster-impacted
areas, then a large disaster zone that incorporates both damaged and undamaged areas
is likely to be counterproductive, as the value of incentives in the damaged areas will be
reduced if the same incentives are available in low or undamaged areas.

We can draw several policy lessons from this analysis of the GO Zone. Future bond pro-
grams to facilitate postdisaster recovery should include a rigorous set of targeted sectors,
clear goals and outcomes, and transparent evaluation procedures to ensure that tax in-
centives are appropriately allocated. Recent calls for using bonds for Hurricane Sandy re-
covery confront a variety of questions and challenges including specific allocation areas,
implementation structures, project selections, and amount of bond allocation (Puentes
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and Sabol 2012). The experience of the GO Zone program suggests that rather than
adopting a first-come, first-served stance, future disaster recovery programs for spatially
targeting tax incentives and bonds could be better served by reserving a certain percent-
age of bond allocations for projects in areas that sustained substantial damage from a
disaster. While explicit targeting to damaged areas was an initial stance adopted by the
Louisiana Bond Commission, it was not consistently followed in the actual allocation of
bonds. The Bond Commission did not develop specific procedures on how applications
should be reviewed and how the review should be documented. A clear articulation of
program purpose and goals, strategies for implementing goals, explicit guidelines on the
roles and responsibilities of all entities involved in program implementation, and clear
priorities for what types of projects should be funded could also be useful for enhancing
and monitoring program effectiveness. While these policy recommendations for target-
ing bonds would not solve all the problems of using bonds for disaster recovery, they
could help promote greater efficiency, equity, transparency, and accountability in the al-
location of bonds for postdisaster business reinvestment.

Nevertheless, the goal of urban and community recovery cannot lie just in bond pro-
grams or tax incentives themselves but, rather, requires an effort to integrate and coor-
dinate housing, infrastructure, and economic development programs with comprehen-
sive, publicly financed, and democratically run alternatives (Angotti 2008; Arena 2012;
Myers-Lipton 2009). Cross-scale, collaborative governance could enhance the flexibility
and spatial targeting of incentives and also provide an institutional foundation for direct
participation of community residents in program design, implementation, and oversight
responsibilities. The creation of jobs that pay a living wage, adequate benefits for those
who cannot work, access to affordable health care, and increased supply of affordable
housing might also improve the effectiveness of bond programs for low- and moderate-
income communities struggling to rebuild. Moreover, government programs could also
monitor the performance of recipients in complying with job creation and other criteria,
and impose financial penalties on companies that fail to live up to their obligations on job
creation standards. Developing public and private sector funding criteria to match com-
munities’ evolving recovery needs, combined with public works programs, could enhance
prospects for achieving equitable disaster recovery for communities.
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Dilemas de Zonas de Desastre: Incentivos Tributarios y Reinversión de Negocios en la
Costa del Golfo después de los Huracanes Katrina y Rita

Resumen
Durante la última década, el Gobierno Federal de los Estados Unidos se ha inclinado
cada vez más hacia crear incentivos tributarios focalizados espacialmente para promover
la revitalización luego de desastres. La lógica detrás de esta orientación de polı́tica es
que al focalizar subsidios públicos hacia zonas de desastre especı́ficas se acelerarı́a la re-
cuperación de las comunidades de la zona y se fomentarı́a la reinversión de negocios.
Para evaluar esta propuesta, este artı́culo usa el caso del Golf Opportunity (GO) Zone
del 2005 que proveyó incentivos tributarios a negocios en el área de la Costa del Golfo
afectada por los huracanes Katrina y Rita desde el 2006 hasta diciembre del 2011. En base
a información cualitativa y cuantitativa, encuentro que el daño no era consistentemente
un determinante significativo para beneficiarse de los incentivos del GO Zone a nivel co-
munidad. En cambio, los incentivos del Go Zone fueron principalmente dirigidos a áreas
con niveles bajos de daños y áreas sub-utilizadas en Nueva Orleans ası́ como en áreas al-
tamente dañadas. Aunque los diseñadores de polı́ticas concibieron el programa para es-
timular la recuperación de pequeños negocios, los beneficios del GO Zone se dirigieron
a grandes negocios ubicados en áreas poco dañadas por los huracanes. En general, la
distribución de beneficios usando una estrategia en la que “el que viene primero, se sirve
primero” en combinación con la gran escala del GO Zone redujeron la efectividad de los
incentivos ofrecidos y reforzaron los des-incentivos para ubicar negocios e inversiones en
áreas devastadas por desastres.
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