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When you think of the leading data center markets in the country a few cities and states 

immediately come to mind: New Jersey, Northern Virginia, Santa Clara California, Dallas, 

Texas, Jackson, Mississippi… While the capital city of the Magnolia state may seem more 

likely to conjure visions of mint juleps rather than rows of racks and servers, that won’t always 

be the case if the state’s governmental leaders have their way. Although we may never refer to 

the area as the “Silicon Delta”, the efforts of states like Mississippi reflect the desire of many 

non-traditional locales to welcome the data center industry with open arms. The packages of 

economic incentives available, and under consideration, by a number of state and local 

governments provide new opportunities to many businesses outside of the traditional major 

data center markets. 

The Drivers: The Economy and Technology 

It’s no secret that many states and municipalities are, shall we say, starved for revenue. In 

order to satiate this hunger for more cash the need has arisen for them to find ways to 

increase their tax revenue. To achieve this goal there are two (2) primary potential sources of 

revenue generation: 

- Jobs 

- Capital investment 

Despite what you may read in the papers or see in the news, new labor intensive ventures, a 

call center for example, actually generate less for state and local coffers than capital intensive 

projects like say, data centers. A data center project is highly desirable since they generate 

substantial sales and property taxes. For example, sales taxes are typically assessed at the 

state and local levels and are applied to construction activity and the associated purchases of  
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machinery and equipment. These benefits also have a built in growth component since the 

money they generate will continue to rise as the facility grows and expands.  

 

From a technology perspective, advancements in areas such as the use air-side 

economization for cooling and more cost and energy effective modular designs are helping to 

divest the ability to build and operate a data center facility from the major US markets. This 

democratizing effect of innovation now offers businesses seeking a new data center location a 

host of choices that were previously unavailable to them. Thus an enterprise in Indianapolis 

now has the option to have a their new site reside in their own backyard rather than Chicago or 

Phoenix. 

 

This convergence of economics and technology has created an awakening among a number 

of state and local governmental entities across the nation that data centers can help fill their 

existing budget gaps. What this means to today’s data center seeking businesses is a new 

landscape of opportunity. Across the country a number of localities have established packages 

of economic incentives to make them more attractive destinations for your next data center 

project. 
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Where the Savings Are 

Presently over 20 states offer incentives targeting data centers. Most commonly these 

offerings are focused on sales and property taxes. 

State Sales/Use Tax Property Tax Payroll Tax Other 

Alabama X X  X 

California    X 

Connecticut    X 

Georgia    X 

Iowa X X  X 

Kentucky X   X 

Louisiana X   X 

Maine  X  X 

Maryland   X X 

Minnesota X    

Mississippi X    

Missouri X    

Nebraska X X  X 

New Jersey   X X 

New York  X  X 

North Carolina    X 

Oklahoma X    

Oregon  X   

Tennessee X   X 

Utah X  X X 

Virginia X    

Washington X    

Wyoming X    

Source: Tier 1 Research and company research 

Typically, sales tax incentives consist of full or partial exemptions on equipment, construction 

materials, and sometimes purchases of electricity and back-up fuel. In the area of property 

taxes, the range of offerings runs from full abatements offered over a period of time to rebates  
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that can off set the costs of infrastructure related activities. An example of a state that is 

seeking new datacenter business through both sales and property tax incentives is North 

Carolina. Businesses contemplating locating their new data center there are subject to a 1% 

sales tax rate (versus the normal rate of 5.75%) for equipment purchased for an enterprise 

facility up to 2015. Combined with this sales tax discount, the state will also team with the 

appropriate municipality to provide economic development grants that rebate a percentage of 

new property taxes and infrastructure grants to help offset costs for upgrading access roads, 

water, sewer and other off site improvements. These grants can range from 25% to 100% of 

new property taxes for between 5 and 30 years.1 

 

The majority of states offering data center economic incentives have chosen to focus their 

efforts on providing sales tax relief to those who chose to locate their new facilities within their 

borders. Oklahoma recently introduced a 100% sales tax exemption on qualified data center 

equipment. Kansas, Iowa, Ohio, North Dakota, South Dakota, Minnesota, New York, New 

Jersey and Delaware have all adopted a slightly different approach by providing statutory 

exemptions for personal property that, for the data center enthusiast, includes the purchases of 

all computers, data processing equipment, and mechanical and electrical equipment.  

 

Summary 

The economy and data center technology have merged to dramatically expand the geographic 

potential for data center locations. The growing swell of states and municipalities that are 

developing incentive packages for new data center construction present substantial cost  

 

                                                        
1 “Megawatts vs. Millions”, John Lenio, CBRE 
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reduction opportunities for businesses seeking a new site to expand their computing 

operations. This growth in the pursuit of data centers also enhances the ability of these same 

businesses to get the high reliability, energy efficient facilities that they desire in the location 

that is most convenient for them rather than having to find capacity in a major market facility.  

 

 

 


