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INTRODUCTION

Selecting the right location for your U.S. manufacturing plant is a complicated process.  It is critical to have 
knowledge ofthe process,the stakeholders, the regulators, andthe information you should consider 
inmaking this decision, to ensure nothingis missed that may otherwise cost you time andmoneyduring the 
site selectionprocessor in the future. Thishandbook will provideyou with afoundationalunderstanding of site 
selectionin theU.S. to guide youthroughthe process andidentify helpfulresources.

THE IMPORTANCE OF “PROCESS” IN LOCATION SELECTION

Every project is unique,but all requirea deliberate,rigorous evaluation process that 
incorporatesconsideration of operating environmentsand costs to ensure a locationcan meet the company’s 
current and future needs. You willneed toassessmany diverse quantitativeand qualitative 
factors–includinglabor quality, labor cost, utilitycapacity and costs, availability of realestate,tax climates, 
supplychain networks, natural andmanmaderiskconsiderations,incentives, transportationinfrastructure, to 
name justa few–and you will needto establish an efficient methodologyfor evaluatingthese disparate 
factorsto avoid therisk of “paralysis byanalysis”dueto thebreadthof theassessment, andalso to avoid team 
members developing tunnel vision around factors most tangible totheir specific areas of thebusiness. 

The followinginformationoutlines amethodology that will leadyou through an analysis of high-level(i.e., 
stateandregional) factorsbefore narrowing inon specific communitiesand properties. Careful progression 
through the analysis, beginning with athoroughinventory of location requirements, is critical toarriving at 
the right choice, aswell as obtaining final approval by leadership/stakeholders of yourselection.Following a 
deliberate location selection process will allow your project team anddecision makers to feelconfidentin the 
final decision, avoidinglast minuteobjections that can derail the project.
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THE SITE SELECTION PROCESS

An efficient site selection process is really moreof a site “elimination” process. Locationscreeningandscoring 
criteria,beginningwith high-level, large-geography considerations and then evolving into site-specific 
considerations, will guideyou througha progressively shorter and shorter listof potential locations. While 
each project will requireacustomizedapproachandsequencing of analysis, the following methodologyprovides 
a foundationon which to builda rigorous, yet efficient, site selectionprocess. 

The Site Selection Processshouldbebuilt on a methodologythat helps you 
eliminate locations thatdon’t make sense andallow you to focusand spend more 
time on evaluating the locations that hold the most potential, such as the five-
stepmethodology shown below.

Step 1: Define 
Operation & Location 
Criteria 

Step 2: High Level 
Screening of Location 
Factors 

Step 3: Site & 
Community Level 
Analysis and 
Screening 

Step 4: Property Due 
Diligence and 
Incentives Negotiation 

Step 5:Acquisition & 
Project 
Implementation 
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Step 1: Define your facility and operational requirements 
Before beginninga site selection project,it is criticalto firstdefine the proposed manufacturing facility and its 
operationalrequirements in order to evaluate location opportunities. Below is alist ofcriteria to guide this 
process:

LOCATION REQUIREMENTS CHECKLIST 

□ InboundShipments–Identifyraw material sources, locations,annual volumes,numberof 
shipments, modesoftransportation

□ OutboundShipments–Identifycustomers, locations, annual volumes, numberof 
shipments,modesoftransportation

□ Labor Requirements–Numberand typesof jobs, desired skill sets, wagesand benefits, 
shifts and schedules, workethic, andlabor/managementrelationships

□ BuildingRequirements–Size, configuration, breakdown of 
manufacturing/warehouse/officespace needs, clearheights, truck docks, andotherfacility 
needs

□ SiteRequirements–Size, configuration to supportvehicle circulation,on-site storage, 
employee and truck parking, and otherprojectneeds

□ Electric PowerRequirements–Electricpowerusage (demand and consumption bymonth), 
linesize required, service type preference (primaryvssecondary), service redundancyneeds

□ Natural GasRequirements–Natural gasusage (consumptionbymonth),line size required, 
service redundancyneeds

□ Water Requirements–Waterusage (volume bydayand month, peakusage byhour),line size 
required, redundancyneeds, fire service needs

□ WastewaterRequirements–Discharge volume (bydayandmonth,peakvolume byhour), 
linesize required, wastewatereffluentcharacteristics

□ TelecommunicationsRequirements–Service requirements
□ Air Emissions–Description andestimatedvolumesof airemissionsbytype
□ Community Preferences–Community characteristicsand amenitiespreferred, 

trainingresourcesavailable,highwayproximityandinfrastructure, community culture, 
sustainability aspects, otherrequirements

□ ProjectInvestment–Estimatedvalue of land andbuilding, equipmentpurchasesand 
installation, otherstart-up costs

□ Incentives –Desired typesof incentivesprogramsincludingtaxcredits,loans,grants, and 
otherfinancingassistance

□ Projecttimeline–Targetreal estate acquisition date, staffingramp-upschedule, 
utilityramp-up schedule,equipmentcommissioning, production startdate, etc.

□ Other Factors–Otherlocationcriteriafactorsthatare uniqueto theoperation
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Step 2: High Level Location Screening 
Once requirements forthe manufacturingplant are defined, thenext step isto begin using thecriteria to 
narrow the search, beginning with those thatcan bemeasuredat ahigh (state-or regional-)level, allowing for 
the quickest possible elimination of areas that will notmeetthe company’sneeds. The followingfactors are 
typically reviewed atthis stage in theprocess and weightedas appropriate:

HIGH LEVEL SITE SELECTION SCREENING FACTORS 

Transportation
andLogistics

� Inboundtransportationcoststo shipraw materialsinto the plant
� Outboundtransportationcosts to shipfinishedproductstocustomers
� Transportation Service andInfrastructure Availability
� Airport Accessibility

Labor � Labor Costs
� Labor /ManagementRelations
� MandatedBenefits
� Population/Demographics
� Concentration of SpecifiedLabor Skills
� Labor TrainingPrograms

Utilities � ElectricPower–availabilityand cost
� Natural Gas–availability and cost
� Water–availability andcost
� Wastewater–availabilityand cost
� Telecommunications–availability and cost

Taxes � State CorporateTaxes
� PropertyTaxes–Real andPersonal
� InventoryTaxes

Real Estate � Availability of Sitesand/or Buildings
� Costof Real Estate

RegulatoryE
nvironment

� BusinessClimate
� State Regulations
� EnvironmentalRegulations
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Step 3: Site and Community Level Analysis and Screening 
Once focusedin ona small (3-10) listof potential regions (in at leasttwo ormore states)that meet 
minimum searchcriteria, the next step is to conducta detailedevaluationof specific propertiesand 
communities toselecttheoptimal location foryourspecific operational needs. Thefollowing 
factorsshould be evaluatedand considered aspart of thisprocess:

COMMUNITY AND PROPERTY SPECIFIC SITE SELECTION FACTORS 

PropertyIssues:
Evaluate EachFactor 
Relative toEach 
SpecificProperty

� PropertyCharacteristics
� Site Image
� Transportation Infrastructure and Characteristics
� ElectricPowerService Characteristics
� WaterService
� WastewaterService
� Fire Protection
� Natural GasService
� TelecommunicationsService
� EmployeeAmenities
� Zoning
� Site Security
� Environment-Manmade Hazards
� Environment-Natural Hazards

Community 
Issues:
Evaluate 
EachRelative 
toEach 
SpecificCommunity

� Labor Force, IncludingAvailability, Skillsets, and Labor Relations
� WaterandWastewaterInfrastructure
� CommunityDevelopmentTrends
� Industrial Support Services
� Local Economy
� Regulation
� Sustainability
� CommunitySupport

StateandLocalI
ncentives:
Evaluate ForEach 
Short-Listed
Location

� State Incentives
� Local Incentives
� Utility Service Incentives
� OtherPrograms
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Step 4: Property Due Diligence and Incentives Negotiation 
Once the finalist locationsare selected, it is prudentto conductpropertyduediligence to obtain 
commitments onutility services and other needs, aswell as to ensure thereare no surprises oncethe first 
shovel goesinto the ground for development. At this phase, itmay be appropriate to engage anengineering 
firm to assist withthe technical review ofthe site attributes. 

If consideringa Greenfieldsite, youmay need toconduct a number ofsite studies –e.g.,Phase1 Environmental 
Study, Geotechnical Analysis,Hydrologic Analysis, Site Survey,Archaeological Study,Endangered Species 
Analysis, and other technical site reviews pertaining tothe developmentof the site. Some statesand local 
communities haveimplemented “shovelready” or “certified” siteprogramswhich typically mean that some or 
most of these due diligence studieshave already been completedfor the subject siteand theinformation is 
available forreview upon request. The information should be thoroughly reviewed, butif completed to 
asatisfactorystandard of quality,thesesites can save yourprojectmoney and time inthe development process. 

This is alsothe time toinitiate formal incentives negotiation foryour finalist locations. For maximum 
leverage, it isrecommended you haveat least twofinalist locationsin differentstates. As finalistlocations, 
both optionsshouldbe able to meetyour operational needs, so atthis step, you will wantto prepare 
adetailed financial analysis for each finalist site and negotiate incentive programs that will help “close 
thedeal” by providing upfrontand/or ongoing cost savings and risk management. Additional information 
about incentives is provided below.

Step 5: Acquisition and Project Implementation 
The final step is to acquire the property andbegin detailed engineering ofthe facility andimplementation of 
the project. Many construction timelinesfor newmanufacturing operations are 12-18 months, 
ormore,depending on the type ofoperation and the location. 

SITE SELECTION TIMELINE

The timeline for completing a siteselectioneffort for a newmanufacturing plant will varybasedon thesize 
and the specifics ofthe project, butmost canbe completed through all the steps above between three and 
six months(althoughthis can beshorter orlonger depending onthe project). A typicaltimeline is shown 
below:

Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 

*Note: Timeline may be shortened, or lengthened, depending on the specifics of the project.

Step 1: 
Define 
Project

Step 2: 
Desktop 

Screening

Step 3: 
Detailed 
Analysis

Step 4: 
Shortlist 

Negotiation

Step 5: 
Acquisition
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STATE AND LOCAL DEVELOPMENT INCENTIVES

Economic development incentive programstodayare varied across theU.S. atthe stateandlocal levels.In 
general, programs canbe grouped intothe following categories:

Positioning for optimal incentives 
Access to many state incentives programsin the U.S.is governedby whatis known as a“butfor” test, 
meaningtheincentives statutes requiredocumentation and/orattestationby the company that theincentives 
program hadtobe offeredas a condition for the company tolocatethe projectin that state.(In other words,
“but for” the incentives, the projectwould not have goneforward in that location.)Ifa company 
movesforwardwith a projectbeforethe incentives arefinalized, itriskslosingits eligibilityfor incentives, asit 
canno longer fulfill the“but for” condition. Thekey triggering event maybe signing alease or 
purchasecontractormaking a location announcement.

Timing 
It is important tounderstand the nuances inthe incentives approvalprocessand timeline. Every state has a 
different process and schedule for approving incentives offerings,traditionallyranging from60 toeven 90 days 
or longer depending on the sizeandcomplexity of theproject. Today,in many states itis possible to expedite 
incentives packages, but itis criticalto your overall project schedule tounderstand the approval timeline for 
your short-listed locations. 
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Program Terms 
Although economic development agencies 
areexcellent resources forincentives programs, it is 
important tounderstand that they are advocating 
for the state orcommunity in which they represent. 
A companymust exercisedue 
diligencewhenreviewingincentive offers 
andagreements.Amultitude ofrequirementswill 
accompanyincentivebenefits, includingjob creation 
and investmentobligations, aswell ason-going 
commitments tocontinue operations atthe new 
location. Reportingand complianceschedulesmust 
alsobe understood.Finally, incentive programs will 
oftenhave “clawback” clauses, requiring 
repaymentof allor aportion of the incentivebenefits 
if the companyis unable to meet and/or maintain its 
commitment. 
Assess Incentive Values in the 
Context of Overall Cost 
Structures 
Not all incentive programs are created 
equal.Someincentives whichat facevalue seem 
lucrative mayprove to have novalue atall. Credits 
against income tax liability mayoutstrip a 
company’s abilityto utilize thecredits,particularly if 
theyare not refundable ortransferable. In a few 
locations, incentive programs mayrequire you to 
pay prevailing wages(union wages) for 
construction,which could cause anincrease in 
construction coststhat would then dilute thevalue 
ofthe incentive. Finally, in somecasesan incentives 
program is designed to abate or credit against a tax 
burden that may not existin another location, 
merely leveling the playing field. Itis 
imperativethatyou consider eachlocation’sfull 
operating cost and taxstructure, andthen evaluate 
the incentive program offerings in context of that 
model tounderstand the true value andimpact of 
incentives on thesite comparison.

AChecklistofSiteSelectionProjectDo’sandDon’ts:

� DOgive careful consideration to the compositionof 
your internal project team. Be sure that 
relevantfunctional areas (such as Finance, Human 
Resources,Real Estate, Operations, etc.) have 
appropriaterepresentation on the team.

� DOdefine your operational requirements 
–bothimmediate and long-term --before 
evaluatingpotential alternatives.

� DOconsider the overallcostenvironment.
� DOinvest the time to assess labor skillavailability.
� DO follow a well-designed elimination process 

thatprovidesan efficient path forward, 
providingconfidence that a rigorous process has 
beenemployed toarrive at the final decision.

� DO engage the assistance ofneeded advisors (suchas 
construction managers, architects, 
engineers,incentives advisors, supplychain analysts, 
locationconsultants, etc.) earlyin the process. 
Theseprofessionals areable to deliver more value to 
yourprocess when brought in during the 
conceptualphase.

� DON’T assume all desired location characteristicsare 
“musthaves.”  Prepare your team with theconcept 
that there is no such thing as the “perfectsite” and 
that trade-offs will be required.Understand which 
criteria hasroom to beless than“perfect” without 
compromising the operationalmust haves.

� DON’T letyour location search be driven 
byincentives; they are only one of many 
importantfactors.

� DON’T assume a site will have the needed 
utilitycapacities –conduct due diligence for upfront 
andlong-termneeds.

� DON’T sign alease, hire employees for the 
newfacility, or incur related expenses until 
yourincentives are finalized, or you mayjeopardize 
them.Allowable timing on this point will vary by 
incentiveprogram.

� DON’T announce (internallyor externally) 
yourintention to locate in a specific community until 
theincentives are finalized.
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SITE SELECTION RESOURCES

The followingresourcesmay be helpful to you during your siteselectionproject: 

Economic Development Agencies 

Economic development agencies operatein theU.S.at thestate, local andregional levels. Some 
aregovernmental organizations; othersare public-private or evenprivateentitiesthat havebeen given 
responsibility tohelp attract and retain business investment andjobs to theirrespective states 
andcommunities. Theymay represent anentire state, acounty, amunicipality, ora regioncomprisedof 
multiple countiesand municipalities. Theycan beexcellent initial resourcesof preliminary information, at 
no cost, including: 

▪ Available properties -Most statesand localcommunities maintaindatabases of available propertiesin 
their areas, manyof which are available on their respective websites. However, these databasesmay 
notbecompleteand/or may notrepresent themost up-to-date information, so itis importantnot to 
relysolely on theinformation ona website without alsoreaching out to the appropriateeconomic 
development agency for assurance.

▪ Workforce –Local economic developmentagenciescan typicallyprovide dataregarding the locallabor 
force intheirregionor area,including types of skills available. In addition, they canalso offerinformation 
onworkforcetraining programs and resources withintheir communities.

▪ Utilities –Economic developers can connect you with appropriateutility service providersin 
thecommunity forinformation on costsandcapacities.

▪ State andlocal taxrates–Economic developers canprovide specific ratesfor property taxes,income 
taxes,and other burdens in their states andlocal communities.

▪ Available incentives–Initially, an economic developer can provide youwith an overview 
ofavailableprograms atthe state andlocal levelfor theirrespective area. Once givenmore 
informationaboutyour project, they will be able to provide youwith a proposal for incentives which 
would includespecific dollar amountsin which your project wouldqualify.

However, thereare also some limitationsto the information availablefromthe economic development 
organizations:

▪ Bear in mind,as mentioned previously, that economic developmentorganizations do not 
haveafiduciary responsibility toyour company. Rather, they are required torepresent the best interest 
ofthe communitiesthey represent. –i.e.,to get youto choose their location for the lowest incentives.

▪ The informationavailablefrom one economic development organization maynot be available 
atthesamelevel of detailor inthe same format (date, geographic designation, source, etc.) versus 
theother regionsyou are considering, makingan apples-to-apples comparison difficult, if notimpossible.

▪ Economic development organizations areable to provide a wealth ofdata, but it will still beup tothe 
companyto distill,analyze and compare theinformation received,and to determine howtomove 
forwardbasedon an objective analysis ofthatdata.
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Site Selection and Incentives Consultants 

A professionalsiteselection consultantfunctionsasa specializedmanagementconsultant, serving as 
thecompany’sadvocate andadvisor, and assistingcompanies in formulating their site selectionprocess. 
Consultants also manage the execution of that strategy including data collection, analysis,and fieldwork. 
Most siteselection consultants workclosely withstate and local economicdevelopment agencies aswell 
asutilizing internaland subscription-based data services and other toolsthroughan established methodology, 
such asdescribed earlier under “TheSite Selection Process.” This expertise can beavaluable resource to 
your project to keepthe search processobjective,confidential, focused, on-schedule, andefficient, while also 
not draining your internal personnelresources. 

Mostsite selection consultants work closely with state and local economic 
development agenciesacross geographies, aswell as utilize internal and 
subscription-baseddata tools. This expertisecan be a valuable resource to your
project to keepthe search process objective, confidential, focused, on schedule, 
and efficient.

Incentives advisory services are frequently –though not always –offered inconjunction withsite selection 
consulting services. Ultimately, the two disciplines are most effective whendeployed holistically,with the 
incentives process informing the siteselectionprocess at the appropriate juncture, and the siteselection 
process identifying opportunities for enhanced incentive benefits. An incentives advisor willrepresent your 
interests, frominitial due diligence to identify potential incentive programs to formally negotiating onyour 
behalf. In addition tobringing experienceto aprocess that most companies do not perform ona dailybasis, 
they can also serveto protect your confidentiality, as well asprovide a bufferbetween companyofficialsand 
communityleadership.

Site selectionand incentives advisorsmay becompensated in a numberof different ways including flat fee for 
service, hourly rates,and in somecases,a “performance-based” fee, similar to a commissionfor areal estate 
deal,basedon thevalue of theincentivesachieved. Besure tofully understand thecompensation structure 
proposed, particularly for aperformance-based arrangement, and the value onwhich the feewill be 
assessed. Ultimately, the company will determine the fee structure that best serves its needs.
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CONCLUSION

Selecting the optimal location for your U.S.manufacturing plant is a complex process. It is criticalto 
approach theproject witha well thought out methodology thatincorporatesall operationaland financial 
aspects intothe decision-makingprocess. Don’tbetempted tolet incentives offeringsdrive the whole 
decision. Atthe endof the day, itis important tofirst findmultiple locationwhere the manufacturingfacility 
can thrive,thenallow incentivesprogramsto close thedealand add value to theoverallprojectstart-up 
andongoingoperation.
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