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Enterprise Zones Defined

Enterprise Zones are designated areas in which businesses can receive tax incentives in the form of tax exemptions on eligible new investments. Enterprise Zones are not part of the traditional zoning program which limits the use of land—instead they allow local  officials to negotiate with businesses to encourage new investment in the zone and serve   as an additional economic development tool for communities attempting to retain and expand their business base.   Existing taxable property remains fully taxable with the exception of some large manufacturing facilities.  EZ enable a community to
: 

· Assist local companies in becoming more competitive by offering an incentive to expand or modernize

· Become more competitive in attracting new industry 

· Target the type of business it wants to attract

· Increase local revenues and employment by attracting business investment.  

Business Benefits

There are also many benefits to a business to locate in an enterprise zone.  

· Tax incentives help offset the high costs of business start-up activities. 

· Enterprise Zone incentives help provide a competitive advantage for Ohio sites. 

· Businesses can reinvest in their facilities and equipment, helping them grow and remain competitive in the long term. 

· Additional corporate franchise tax benefits may be available for specific projects if certain conditions are met. 

· Tax incentives provide a basis for a long-term relationship between the community and business.

Distress Based (Full Authority Zones)
 

A distress-based (full authority) zone may be created if the local authority petitioning ODOD for certification documents that specific distress levels exist within the designated zone. MSA Central Cities and Appalachian Counties must meet only one of the specified six distress criteria outlined in the law, while all other locations are required to document two of the distress criteria. The six distress criteria qualifying a distress-based zone are: 

1. 125% of the state average unemployment during the most recent 12 months; 
2. At least 10% population loss between 1970 and 1990; 
3. Prevalence (minimum of 5%) of vacant or demolished commercial or industrial facilities; 
4. 51% of the population is below 80% of the area’s median income; 
5. Specific vacant industrial facilities (zone applies to only those facilities); and
6. Income weighted tax capacity of the school district is below 70% of the state average. 
Non-Distress Based (Limited Authority Zones)
 

Any Ohio community may establish a non-distress-based zone. These zones are not required to document distress. Under this limited zone authority, communities may not consider projects (enter into agreements) involving intrastate relocations unless a waiver is obtained from the Director of ODOD. (Please notes, that as of July 22, 1994 all zones certified prior to July 1, 1994 are now considered limited authority zones unless the zone is re-certified as distress-based).
Enterprise Zones in Each of the 7 Counties of the Target Area

	County
	Enterprise Zones
	Active Agreements

	Cuyahoga  
	26

	222

	Geauga   
	1

	0

	Lake  
	1

	52

	Lorain  
	9

	58

	Portage  
	10

	98

	Medina 
	5

	18

	Summit  
	8

	102


Issues

The issues regarding localized tax incentives are generally similar regardless of the specific type of tax incentive implemented in order to encourage economic development within municipal boundaries.  As industry and manufacturing declines, regions whose employment base is made up of these businesses are struggling for their piece of the pie.  

The tax incentives are now being offered in every community and not designated for the poverty-stricken areas where jobs are scarce.
  Although the program is intended to attract businesses from other states, businesses are leaving neighboring northeast Ohio communities to get the better tax break. 
Scenario One: No change

If the current economic climate stays the same, each municipality and county will continue to offer more and more tax incentives.  These incentives will seek to entice businesses to relocate which ich ultimately creates a pirating system.  The original intent of an economic development to encourage development in certain areas has evolved into the current system in which there is at least one enterprise zone in each of the seven counties that make up the study area.  (See above). 

 It is clear that the most urban of the 7 counties is Cuyahoga county which has more than double the number of enterprise zones as any other county in the target area.  It is misleading to count the number of enterprise zones within a county because whereas Lake and Geagua County each have one enterprise zone, the EZ in Lake County incorporates nearly the entire county whereas the EZ in Geauga County is only a very small section of the County.

Scenario Two: Pooled Buying and Tinkering

Same as above.  No significant change. 

Scenario Three: Service Mergers

Same as above.  No significant change.

Scenario Four: Municipal Mergers

Merging municipal boundaries within a county has promise.   While the current system operates in a way in which neighboring communities are competing for the same businesses, this would allow the county as a whole to benefit.  

There might be a reduction in administrative costs if you standardized the procedures for review and administrative procedures.  A lot of paperwork goes into making these agreements possible.

Scenario Five: Regional Government

Regional tax sharing has many benefits.   According to one article, “Tax

sharing constitutes the sort of functional cooperation between governments that builds regional awareness and trust among government and enhances the efficient use of the

available dollar. Such municipal collaborations can also be the basis for cost-effective, high quality services that will add to the economic strength and the quality of life of the region.”
  

In order for the region to benefit from a tax sharing mechanism, it would be imperative to develop a regional land use plan.  This would allow the regional governance to negotiate enterprise zones and agreement in order to benefit the region as a whole.  One advantage to this mechanism is that it could encourage business to take advantage of existing structures and brown field sites instead of locating on green space.  
Joint Economic Development Districts

The purpose of a Joint Economic Development District (JEDD) is to provide a mechanism by which municipalities and townships can cooperate to foster development activities without modifications to jurisdictional boundaries.  

(just as an aside: The most recent JEDD was designated last month between Richfield Township and Richfield Village.
)

Eligible Types
 
· Charter Counties - ORC Section 715.70. 

· Municipal Airport located in an unincorporated area - ORC Section 715.70

· Transportation Improvement Districts - ORC 715.70. 

· General Authority for Municipalities and Townships Statewide - ORC Section 715.72. (Note that under this section, the JEDD area cannot contain any residents.)

Program Benefits

· Resolve development issues without increasing annexation tensions. 

· May provide an income tax revenue stream to fund necessary infrastructure investments or for the direct benefit of the participating municipalities and townships. 

· Provides a three-year moratorium on annexation within the unincorporated area of a JEDD. This can be modified by township approval or within the JEDD contract.

· Provide some certainty concerning the delivery of infrastructure services and the future tax structure to potential developers. 

· Impacted Cities and Community Reinvestment Area Program property tax exemptions cannot be granted within a JEDD. 
� I got this explanation from the Gross Association Fact Sheet on Enterprise Zones http://www.cose.org/pdf/FactSheets/Enterprise%20Zones.pdf


� See http://www.odod.state.oh.us/edd/ez/ezsummary.pdf


� The following information was taken directly from the ODOD website found at http://www.odod.state.oh.us/edd/ez/ezsummary.pdf


� Ibid.


� http://www.cuyahoga.oh.us/development/services/business/enterprisezone.htm


� http://www.co.geauga.oh.us/departments/com_econ_devel.htm


� http://www.lcedc.org/EnterpriseZone.htm


� http://www.loraincountychamber.com/econ_dev/?f=387


� http://www.portageworkforce.org/pcoed/enterprisezones3.htm


� http://www.co.medina.oh.us/


� http://www.co.summit.oh.us/executive/taxinc.htm


� According to an article in Scene Magazine from June 2004, the EZ program has never lured a single job into East Cleveland.  According to an article in Scene Magazine from June 2004, the EZ program has never lured a single job into East Cleveland


� See the maps at � HYPERLINK "http://www.odod.state.oh.us/ez/base/default.asp" ��http://www.odod.state.oh.us/ez/base/default.asp�





� City of Manitoba, Canada publication. http://www.gov.mb.ca/ia/capreg/reports_docs/reports/recent/2003finalrpt/pdf/14_chpt08.pdf


� http://www.akron.com/20050331/WSL2a.ASP


� http://www.odod.state.oh.us/JEDDSummary.pdf


� Ibid.





