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“A HECKUVA Big Factory” 
Nevada wins big as the home of Tesla’s massive lithium ion battery factory. 

 
Artist’s rendering of the Tesla lithium ion battery gigafactory in Reno, Nevada 
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This isn’t youth soccer, where every team gets a trophy no matter how they played. It’s Tesla’s $1-

billion lithium ion battery plant. And Reno, Nev., won it. Calling it a “day that would change Nevada 
forever,” Gov. Brian Sandoval announced in September that the Tesla Motor Co. project “sets in motion 
the creation of thousands of new jobs and streams billions of dollars into our economy.” 

Elon Musk, Tesla’s founder and chairman, calls the 5-million-plus-sq.-ft. plant “a heckuva big factory,” 
to say the least. It will be one of the largest buildings in the world. The company will fill it with $4 billion 
worth of equipment. The estimated economic impact to the state will be $100 billion over the next 20 
years. The project will create 3,000 construction jobs over a three-year period and, when complete, Tesla 
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will provide 6,500 on-site jobs offering an average wage of more than $25 per hour. An additional 16,000 
indirect jobs will be created in the community. 

 

Downtown Reno 
Photo courtesy of Reno-Sparks Convention and Visitors Authority 

The state offered an incentive package worth $1.25 billion, mostly in 
the form of tax abatements. Tesla is free from sales tax for the next 20 
years and received an abatement of real property tax, personal property 
tax and modified business tax for the next 10 years. The state is offering 
a discount on electricity rates for eight years and will expand and 
improve highways and roads into the site. The deal also includes tax 
credits for job creation and business growth. Some of the tax credits are 
repurposed from existing credits offered to the film industry. “All 
incentives are performance based,” said Steve Hill, executive director 
of the Governor’s Office of Economic Development (GOED). “Tesla 
has committed to do everything they need to do to get the incentives 
we’re providing. If they don’t do that, those incentives don’t exist.” 

According to Sandoval, such an incentive deal is more than worth it. 
“This plan will result in more than $80 of economic impact for every 
dollar Nevada invests,” said Sandoval. Even more importantly, Tesla 
will directly impact the state’s education system from primary school 
through college. The company has pledged $1 million for an advanced 

battery research partnership with the University of Nevada-Las Vegas, and the K-12 system will receive a 
$37.5-million contribution from Tesla beginning in 2018. 



 

Lake Tahoe is located an hour south of Reno. 
Photo courtesy of Reno-Sparks Convention and Visitors Authority 

About Those Incentives… 

Nevada competed against other states for the gigafactory site, including California, Arizona, New Mexico 
and Texas. The City of Tucson went so far as to prepare a $3-billion building permit for Tesla, while the 
lame-duck governor of Texas, Rick Perry, drove to California in a Tesla Model S in order to tout his 
state’s friendly economic climate. All offered rich incentive packages, one of which Musk claimed was 
bigger than the one ultimately put forth from Nevada. 

“It wasn’t just about incentives,” Musk said. “What the people of Nevada have created is a state that’s 
very agile. It’s a ‘get things done’ state. So in deciding where we should place this, we asked, ‘Where are 
we going to have high confidence that this factory is going to be ready on time so that when we’re ready 
to produce the vehicle, the factory will be ready to produce the battery packs?’ That was truly the most 
important thing, and, of course, whether we can operate the factory cost-effectively so the car itself would 
be affordable.” 

Whether or not the state gave too much to Tesla will remain to be seen. “If I’m the governor of Nevada, I 
don’t really have the choice,” says site consultant Dennis McAndrews, principal at Cleveland-based 
Silverlode. “If I really want the project, I have to put in the one additional dollar that my competition has 
put in. If I feel confident the project is coming my way, I call the bluff and see what happens. If he makes 
the wrong calculation and the project goes elsewhere, there’s a ton of political flak in the other direction. I 
think you’d get the same criticism whether this was a $1.3-billion deal or a $750-million deal.” 



McAndrews notes that the Tesla deal seems unusually large, in part, because of Nevada’s taxation 
structure. However, it is in line with similar deals in southern or Midwestern states where the economies 
and tax structures are built around manufacturing. “Those states don’t put a sales tax on manufacturing 
equipment or materials used in the manufacturing process,” he says. “They usually don’t tax 
manufacturing equipment on a property tax basis. But Nevada doesn’t automatically exempt 
manufacturing equipment from their sales tax. It doesn’t exempt manufacturing equipment from personal 
property tax. Over 80 percent of the total of [the Tesla] deal seems to come from property and sales tax 
incentives.” 

 


