RESEARCH BRIEF: ENTERPRISE ZONES

8.24.2007
ABSTRACT

The enterprise zone concept was developed in England in the 1970s as a tool for economic
revitalization in distressed areas. Since the arrival of the program in the United States, 43 states
have enacted enterprise zones in some form. Most assessments of these programs have not been
rigorous, making it difficult to measure and quantify zone effectiveness. Evaluations frequently
report negligible impact of zone incentives on program goals, such as employment and investment.
This report begins with abrief history of enterprise zones and notable trends in incentives and zone
management. Also presented is a census of general program information for each state with
enterprise zones. Multi-state studies are then reviewed to identify best practices. Finaly, four case
studies are provided to offer a more detailed look at programs with lessons applicable to
Wisconsin.
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History and Trends

History
e Background

o Enterprise Zones (EZs) are geographically targeted areas where businesses
that meet certain criteriareceive various incentives for development

0 Therationaleisthat tax incentives are important on the margin when firms
make |ocation decisions'

e Origins

0 EZsweredeveloped in 1978 in Great Britain on the assumptions that: (1)
local economic development could be increased by reducing governmental
involvement in commerce on a geographical basis and (2) economic
disparity could be reduced by targeting underdevel oped areas

o Twenty-four zones were created in Britain in the 1980s; ultimately, these
were found useful but not decisive in revitalizing communities”

e Federa EZs

0 Inthe 1980's, President Reagan advocated EZs and some Democrats
supported EZs as away to improve conditions in distressed areas

o TitleVII of the Housing and Community Development Act in 1987
intended to coordinate existing federal programs into EZs that would be
designated by HUD, but no zones were ever created under this law®

0 The Empowerment Zones and Enterprise Community Act (1993) provided
federal funds and created a two-tiered system of nine empowerment zones
(six urban, three rural) and 95 enterprise communities (65 urban, 30 rural)*

o StateEZs

0 Connecticut adopted the first United States EZ program in 1981

o Statesimplemented EZ programs quickly as development strategies were
atered following recessions in the 1980s,> and by the late 1980’ s there
were EZsin 35 states’

0 1n 1992, the median EZ was |ess than two square miles, had 4500
residents, at the time of zone designation had a median of 105 businesses
and median employment of 2000, and was oriented toward land and
industrial use;” by the mid 1990’ s there were over 1500 zones®

0 By 2005, 43 states operated approximately 3,000 zones

Trends/Common Features
e Trends
0 Rather than creating areas of deregulation, EZsin states now focus on re-
regulatory partnerships (e.g. public-private and state and local), involving
the entire community by using existing programs, and focusing on crime,
infrastructure, and other problemsindirectly related to development®
0 EZsincreasingly target specific circumstances (e.g. disadvantaged
workers)°
e Administration
o Common EZ designation criteria include unemployment measures,
minimum/maximum population size, measures of population decline,



poverty level, measure of median income, number of welfare recipients,
measures of disinvestment (e.g. abandoned buildings, overdue property
tax payments), and economic potential ™
0 Most states have a central oversight agency that designates zones,
determines zone policies, accepts progress reports, and supervises
financing, though the time EZ program directors devote to zones varies
greatly from state to state™
e Incentives
0 Themost common incentives are capital investment incentives including
property tax, income tax, and sales and use tax credits and refunds; 60
percent of incentives offer non-tax financia assistance and the other 40
percent are tax incentives™
o Common EZ incentivesinclude:
» |nvestment incentives - property tax credits, franchise tax credits,
salestax credits, investment tax credits, employer tax credits
= Labor incentives - credit per job created, selective hiring credit on
zone residence/poverty, job training tax credit, employee tax credit
» Financial incentives - linked investment fund, preferential
treatment for Industrial Development bonds, refundable credits
= Other - child care subsidies, improvements to infrastructure
o Stateswere more likely to have several investment-related incentives and
less likely to have a majority of incentives pertaining to labor or to
finance™



Census of State Enterprise Zone Programs

Sate™ Year Est. | ProgramName | Zones | Size of Zones | Sgnificant Incentives Evaluations'’
Alabama 1987 Enterprise 28 Income and franchise tax credits for | Jung 2003™
Zone Program hiring previously unemployed
workers, investment, and training
Arizona Enterprise 24 1/4 square Income tax credit for net No evaluations
Zone Program mile-full employment increases; found
county Lower property tax assessment
ratio
Arkansas 1989 Enterprise 1 Entirestate | Income tax credits for new No evaluations
Zone Program employees; found
Sales and use tax refunds for
qualifying businesses
California 1984 Enterprise 42 1-70 square | Hiring credits for qualifying Dowall 1996
Zone Program miles employees; O’ Keefe 2001
Salestax credits on parts and O’ Keefe 2003
machinery; Bostic & Prohofsky
State contract preference 2006
Colorado 1986 Enterprise 16 Zonescover | Tax credits for new employees, Alm & Hart 1998;
Zone Program 70 percent of | training, investment, R&D; Colorado State
state Exempt from salesand use tax for | Auditor 2002%°
manufacturing and mining
equipment
Connecticut 1981 Enterprise 17 Corporation tax abatement for Weisbrod, Jones, &
Zone Program relocation, renovation, expansion; | Marshall 1985*

Property tax abatement




Sate Year Est. | Program Name | Zones Sze of Zones | Sgnificant Incentives Evaluations
Florida 1982 Enterprise 56 Corporation tax credits new Elvery 2004
Zones, Rural employees who are residents; Rogers & Tao
or Urban Rural zones also receive asalestax | 2004%
credit
Georgia 1997 Enterprise 52 Property tax exemption; No evaluations
Zones Reduction in building inspection found
and other fees
Hawaii 1990 Enterprise 19 Sizeof 1-2 Excise and use tax exemptions; No evaluations
Zones U.S. census | Income tax reductions; found
tracts Priority permit processing and
consideration for training or funds;
Property tax adjustments
[llinois 1982 Enterprise 95 1/2 square Credit for new employees, Sridhar 1996
Zone Program mile-15 Tax abatement on renovations, Drougas 1998%
square miles | Salestax exemption on property for
renovation
Indiana 1983 Enterprise 28 Inventory tax credit; Papke 1994
Zone Program Gross income tax exemption; Landers & Faulk
Investment cost credit; 2005
Employment expense credit; Rubin & Wilder
Loan interest credit 1989*
lowa 1997 Enterprise 294 One percent | Property tax exemption; No evaluations
Zones of acounty’s | Training, sales, servicetax refunds; | found
area Investment tax credit
Kansas 1976 Enterprise 1 Entirestate | Incometax creditsfor job creation | No evaluations
Zones and investment found
Kentucky 1982 Enterprise 10 Exemptions from sales and use tax; | Lambert & Coomes
Zone Program Income tax credit 2001%




Sate Year Est. | Program Name | Zones Sze of Zones | Sgnificant Incentives Evaluations
Louisiana Louisiana 1700 New jobs credits for state income No evaluations
Enterprise tax and/or franchise tax liabilities found
Zone Program
Maine 2003 Pine Tree Zone | 8 Reimbursement of payroll taxes; No evaluations
Program Refund of corporate income and found
insurance premium tax;
Sales/use tax exemption for
construction materials
Maryland Enterprise 29 Income tax credits for new U.S. GAO 1988%
Zones employees;
Property tax credit for
improvements
Massachusetts | 1993 Economic 181 Three or Special property tax assessments; No evaluations
Development more census | Tax Increment Financing found
Incentive tracts
Program
Michigan 1996 Renaissance 21 105 acresor | Abatements on property taxes, city | Sands 2003
Zones smaller corporate income taxes, utility tax, | Sands, Reese &
and education tax K han 2006%
Minnesota®™ 2004 Minnesota Job | 10 325 Exemptions on the following taxes. | No evaluations
Opportunity Corporate franchise tax; found
Building Zones Income tax for operatorsg/investors;
(JOBZ) Sales tax for in-zone purchases;
Property tax on improvements;
Employment tax credit for high-
paying jobs
Mississippi 1983 Mississippi 25 No larger Income tax credit; Couch 2005%°
Enterprise than a county | Sales and use tax abatement




Sate Year Est. | Program Name | Zones Sze of Zones | Sgnificant Incentives Evaluations
Missouri® Enterprise 34 Property tax abatement; Watson 1995
Zone Program; Income tax exemption and credits;
Enhanced Enhanced zones receive more
Enterprise income tax credits
Zones
Nebraska™ Nebraska Employment and investment tax No evaluations
Enterprise credits found
New Jersey 1983 Urban 32 Tax credits for new employees; Boarnet & Bogart
Enterprise Exempt from sales tax for persona | 1996
Zones property Rubin 1990%
New Mexico | 1993 New Mexico Property tax abatement; No evaluations
Enterprise Tax credit for business found
Zones rehabilitation;
Training reimbursement;
| nfrastructure project fast-tracking
New York 1987 Empire Zones | 82 Tax credits for new employees; No evaluations
Property tax abatement; found
Exemption from sales tax on
construction materials
North 2006 Urban Progress | 6 UPZs | UPZ average | Job creation and investment tax No evaluations
Carolina Zonesand 2AGZs |size2.7 credits; found
Agrarian miles;, AGZs | Provision of community block
Growth Zones less than 5 grants
percent of
the county
North Dakota | 2002 Renai ssance 36 23-38 city Income and property tax No evaluations
Zones blocks exemptions and credits; found

Renovation tax credits




Sate Year Est. | Program Name | Zones Sze of Zones | Sgnificant Incentives Evaluations
Ohio 1984 Enterprise More One-third of | Property tax exemption; Sridhar 2001
Zones than 300 | the state State franchise tax incentives; Turner & Cassell
Employee tax credit 2003
Cassell 2003*
Oklahoma 1983 Opportunity 71 Investment and jobs tax credits No evaluations
Zones, found
Enterprise
Zones
Oregon 1985 Enterprise 49 12 square Property tax exemption No evaluations
Zones miles or less found
Pennsylvania | 1999 Keystone 12 Rangefrom | Exemptions, deductions, No evaluations
Opportunity aslittleas abatements, credits for the found
Zones 362 acresto | following state/local taxes:
6,196 acres | Income taxes,
Capital Stock & Foreign Franchise,
Sales & usetax,
Business gross receipts,
Business occupancy,
Local property tax,
Insurance Premiums Tax
Rhode Island Enterprise 10 Five census | Employment tax credit No evaluations
Zones tracts found
South 1995 Enterprise 400 acresor | Job development tax credit; No evaluations
Carolina® Zones less Rural infrastructure funds found
Texas 1983 Texas 60 Areaswithin | State sales and use tax refunds on No evaluations
Enterprise counties, | censustracts | qualified expendituresfor projects | found
Zone Program | 480 to entire based on capita investment and
census | counties jobs created
tracts™




Sate Year Est. | Program Name | Zones Sze of Zones | Sgnificant Incentives Evaluations
Utah 1988 Enterprise 73 Low Tax credits for job creation, No evaluations
Zone Program population rehabilitation, investment, found
areas contribution
Virginia 1982 Enterprise 57 Largest Grants for job creation and real No evaluations
Zone Program alowedis property investment found
SiX square
miles
Washington 2000 Community 6 Sales tax deferrals; No evaluations
Empowerment Business and occupation tax credits | found
Zone Program for projects




L earning from Other States

Administration

Zones with strong management (e.g. larger staffs, more meetings with
participants) and that provide services (e.g. technical assistance) were more
successful in astudy of highly distressed zones; larger staffs enable more
technical assistance, more zone marketing, and more interaction with firms,
particularly helpful for new firms with low revenue who gain less from tax
incentives but require technical services®

A study examining EZ programsin ten states found the use of strategic economic
plans with zone incentives had a positive, significant impact on firm’s shipments
and capital expenditures®

In asurvey conducted of firmsin four Indiana zones, firmsin a zone with better
management and marketing of their zone (e.g. higher use of local mediato
advertise the zone and professional management, including meetings between
firms and zone administrators) reported higher satisfaction than firmsin a
neighboring zone who received more incentives; in both cases, the study found no
measurable, positive impact of EZs on employment™

Several reporting requirements for local zone administrators were added to one
state' s program following an audit recommendation®

One study attributes zone success, in part, to the autonomy of zone administration
from local government*

A locally driven program, headed by a zone administration that monitors and
Implements strategies specific to individual zone needs, allows for shaping and
tailoring to fit individual economies that vary across the state™

Zone Characteristics

One study found that the only variable with a significant relationship with area
growth rates was the number of service and quality of life incentives offered; such
incentivesinclude: job training, day care for the families of zone employees,
additional support for public schools, crime prevention and reduction programs,
and housing rehabilitation™

One study concludes that existing characteristics, such as infrastructure,
community involvement, transportation, living costs, and school systems are more
important to relocating firms than zone designation; other attributes such asa
skilled population and industries with growth potential are also important**
According to 1986 HUD interviews of participants in ten state enterprise zones,
the act of designating a zone improved area perceptions and was thus found to be
more important to increasing zone investment than the tax incentives offered®
One study finds what while new firms did not count tax incentives asamain
factor in deciding to locate in a zone, existing firms were influenced by zone
designation in expansion and investment decisions®

State designation of a small number of zones is correlated with positive zone
performance; alarger number of zones can dilute the impact of incentives®’
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One study found that as zone size increases, the impact of subsidies on zone
wages and employment becomes smaller, to the extent that if an entire county is
designated a zone capital subsidies have no impact on zone wages™

One study found a strong positive relationship between the number of incentives
provided and investment and job growth*

An EZ administrator suggested that evaluating zone success would be easier if
zones were designated by census tract, as important data (e.g. employment;
population) is often only available at census tract and county levels*°

Program Duration

One state changed its policy to provide EZ incentives for a set number of years
instead of using an expiration date, preventing latecomers to the program from
being shortchanged on the duration of incentives received™

Ten years after beginning its program, one state gave its devel opment commission
the authority to terminate zones that no longer met qualification criteria and the
state also implemented transition mechanisms to phase out tax credits over several
years for taxpayers in terminated zones (this provision has since been repeal ed)*

Incentives Focused on Employment

While the Ohio job credit is very generous, fewer than 10 percent of firms
locating there claim it, possibly because of difficult eligibility requirements™
When employment is expanded as aresult of building a new plant, job credits
often apply only for hiring targeted individuals (e.g. individual s who meet
unemployment or poverty criteria or are zone residents); as targeted employees
leave after plant construction, there is no incentive to replace them with other
members of targeted groups™

Excessive targeting may also cause firms to discount the value of job creditsin
location decisions because of the degree of uncertainty as to the extent the firm
will benefit™

In asample across 14 zones, zone residents took an average of one-fifth the jobs
offered in the zone, but the percentage varied considerably across zones; in
general, zones appear to attract workers from a broad geographic region®

Evaluation

M ethodol ogically rigorous evaluations of enterprise zones are difficult and,
overall, the empirical evidence is unclear about the effectiveness of EZs; advance
planning can lead to better data and thus more useful evaluation®’

Surprisingly, formal evaluations of economic development policies at the state
level rarely include actionable advice; a survey in the mid-1990' s found that
roughly 14 out of 48 states surveyed did not formally audit or evaluate their
economic development programs, and of the 34 states with formal evaluations, 12
resulted in no policy recommendations, 12 resulted in administrative
recommendations, and only 8 had formal policy recommendations™®
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Case Studies

Choosing States
e Using the State Business Incentives report that outlines enterprise zones and
similar incentivesin every state, we selected four states reasonably similar to
Wisconsin for closer examination; specifically, several factors were examined:
o Didthe program offer incentives pertaining to jobs?
o Didthe program offer credits or incentives for training?
o0 How many zones did the program allow and how large were they? (states
that have designated over half the state as EZs were eliminated)
o Did useful, unbiased evaluative studies exist for the program? (Google
Scholar, MadCat, MarqCat, and EconL.it were used to look for studies)

Why Some Neighboring States Wer e Excluded
e Michigan:*

0 Renaissance Zones (RZ) program abates nearly all state and local taxes for
firms located within the zones if they are not delinquent in their taxes and
file the appropriate forms; there are over 150 areas considered RZs

0 The SmartZone targets emerging technology, similar to Wisconsin's
TechStar program, by helping universities and businesses convert new
research into marketable products

0 Asthe RZ incentives are not based on employment, Michigan was not
chosen as a case study

e Minnesota®

0 Unlike Wisconsin, Minnesota' s JOBZ program is primarily rural, offering
incentivesin 10 zones encompassing every region of the state except the
seven metropolitan counties composing the Twin Cities; JOBZ favors
industrial development and employment is not as central

0 The JOBZ program began in 2005, and no useful research on its
effectivenessis available

o TheBorder Cities EZ Program offers incentives to firms existing or
locating in five cities located on the North and South Dakota borders,
while employee credits are available, they are not the program’ s focus

e lowa®

o lowa sEZ program names job creation as a necessary for incentives, these
incentives are property and sales tax exemptions and an investment tax
credit; no credits specifically for the creation of jobs

o0 ThelowaHigh Quality Job Creation program offers tax credits to any
qualifying business for the creation of jobs, but this program explicitly
cannot be combined with EZ benefits
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Colorado Enterprise Zone Program

Background®

Enterprise Zone Program created in 1986 to “provide incentives for private
enterprise to expand and for new businessesto locate in ... economically depressed
areas and to provide more job opportunities for residents of such areas’®®

Limit of 16 zones; existing zones encompass about 70 percent of state land area
Since inception, legislative changes have reflected the General Assembly's
concern for greater accountability, particularly measuring effectiveness

Designating Zones®

“Any municipality, county, or group of contiguous municipalities may propose an
area of the municipality, county, or group of municipalities or counties as an
enterprise zone"®

To achieve zone designation, an area must have a population of fewer than 80,000
and meet one of the following criteria:

o Unemployment rate at least 25 percent above the state average

o Population growth rate less than 25 percent of the state average

0 Per capitaincome less than 75 percent of the state average

Some Relevant Incentives®

New Business Facility Employee Credits: $500 credit for each new employee
added by anew or expanded business facility in an EZ; ®' also allows $200 credit
per new employee covered by employer-sponsored health insurance and a $500
credit per employee for firms manufacturing products from agricultural products
Job Training Credit: 10 percent of the amount of investment and expenses for
qualified job-training programs for employees in the zones

Zone Contributions Credit: credit for 25 percent (up to $100,000) of the value of a
contribution from a taxpayer to local zone administrator for EZ development
projects that, for example, assist in job training and placement for homeless™
Investment Tax Credit: 3 percent credit for qualifying equipment investments
used exclusively in an EZ; between fiscal years 1998 and 2001, thistax credit
represented about 70 percent of the total credit given to all participants

Local Government Tax Incentives: any city, county, or specia district within an
EZ can negotiate tax credits with individua taxpayers who have qualifying new
facilities; credits can be issued for (1) an incentive payment up to the increase in
property tax liability over pre-EZ levels, and/or (2) arefund of local salestaxes on
purchases of equipment or supplies used in the taxpayer's business in the EZ

I mpacts/Eval uation

One study finds that zone designation has rather ambiguous effects on
employment and payroll and that EZs may harm employment at large firms™
Another study found that EZ location was associated with an increase in per
capitaincome and employment growth™

Some EZ businesses were not adequately informed about the program’

Features of Note:

Program includes carry-forward provision under which firms do not have to use
credit in the year awarded, but can use instead in another tax year’

Although recently repealed, the program once had a provision to eliminate EZs
once economic indicators reached benchmark levels’

13



[linois Enterprise Zone Program
Background
e Thelllinois Enterprise Zone Act was passed in 1982 to stimulate economic and
neighborhood revitalization in economically depressed areas’™
e The Department of Commerce and Economic Opportunity (DCEQ) designated 95
EZs, the maximum allowed by law; EZ status |asts 30 calendar years”™
e Zones must be half mile to fifteen square miles and located within
municipalities™
Designating Zones
e Counties/municipalities designate EZs with ordinances and DCEO certifies
e Toqualify, an area must meet one of following conditions: population loss of 20
percent, unemployment rate 120 percent above state average for the previous six
months, poverty rate of 20 percent, or be designated alow income area’’
e Preference given to areas with: high poverty, unemployment, job and popul ation
loss, general distress, demonstrable community commitment, or a growth plan’
o Forty percent of new EZs designated in a calendar year were to be located in
counties with unemployment rates of 8 percent for one month during the calendar
year preceding application
A Relevant Incentive™
e Jobs Tax Credit: $500 for each new job that employs a dislocated or economically
disadvantaged worker®
Impacts/Evaluation
e Annual Report published by the state claims that 21,332 jobs and $3.9 hillion in
investments were generated by EZs in 2006, but thisis a significant overestimate
as the numbersinclude all jobs and investmentsin the EZ regardless of whether
they were caused by the incentives™
e Onestudy findsthat Illinois enterprise zones have a very high benefit-cost ratio;
however, the study makes many questionable assumptions®
e Ananaysisof lllinois EZ program finds that zone designation has “limited”
effects on employment in counties where zones were established®®
Features of Note®
e Thereisanincome tax credit of 1.6 percent for educational or vocational training
in semi-technical/technical or semi-skilled/skilled fields for all persons employed
by zone business in Illinois or 11linois residents employed outside of Illinois;® this
cost the state $14.5 million in foregone taxes per year®
e Employerslist job openings with Workforce Investment Act Local Assistance
office; eligible applicants receive a Jobs Credit Certification Voucher used by
employers for jobs credit®’
¢ Firmsnot located within a zone may apply to be High Impact Businessesiif they
meet investment and employment criteria; designation makes them eligible for
certain incentives™
e Theindependent Illinois Enterprise Zone Association (IEZA) includes zone
officials, development professionals, state and local government, businesses,
labor, and community groups; IEZA helps members draft EZ applications,
determine objectives, and coordinate action®®
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Indiana Enterprise Zone Program
Background
e Established in 1983, Indiana s Enterprise Zone Program allows for zones |ocated
in municipalities (including rural areas) or on closed military bases
e By 2005, Indianahad 25 municipal EZs and three EZs on closed military bases™
Designating Zones
¢ Indiana Economic Development Corporation (IEDC) designates and oversees EZs
e EZ designations are based on population, poverty, unemployment, and area
e |nitial designation period is ten years, renewals available upon IEDC review
e |EDC isauthorized to designate two new municipal EZs each year through 2015
Some Relevant Incentives™
e Investment Cost Credit: tax credit for state income tax on equity investment in a
business located in an EZ; credit is up to 30 percent of the price of the ownership
interest purchased by the taxpayer, and credit percentage varies based on type of
investment and business and number of jobs created
e Employment Expense Credit: tax credit of 10 percent of incremental wages paid
to employeesresiding in the EZ for state income tax, financial institutions tax,
and insurance premium tax, up to $1,500 per employee; 90 percent of the
employee’ s services must be directly related to the EZ business, and 50 percent of
the employee’ stime must be spent working at the EZ business
e Themost utilized credits were the Gross Income Tax Exemption that no longer
exists, and the Inventory Tax Credit® that became inoperative at the beginning of
2007 when Indiana’ s inventory tax was eliminated; in 1999, the inventory credit
alone was estimated to be 90 percent of the total cost of the EZ program™
I mpacts/Eval uation
e Onerelatively rigorous study estimated EZ designation was associated with a 19
percent decline in unemployment claims™
e An Evansville case study® also found an increase in zone employment after
controlling for industry and regional growth®
e Eighty-five percent of tax abatementsin Evansville went to existing firms, which
were much less cost-effective in terms of employment growth and related costs’
e 1n 2005 the Indiana Legidative Services Agency found the dominant industry
sectors for employment across I ndiana EZs were manufacturing and service™
e Oversight/adaptation is essential to ensure that firms receiving incentives further
goals of program, e.g. some warehouses in the Evansville EZ employed few/no
full-time employees in the EZ, but claimed $2.1 million in inventory tax credits™
Features of Note
e Local nonprofit Urban Enterprise Associations (UEAS) manage operation of
individual EZs; each EZ business must contribute to itslocal UEA afee equal to a
percentage of the incentives received during the year; these fees are then used for
community and economic development programs'®
e One study found that approximately half of the firmsin EZs employed fewer than
six people and 75 percent employed fewer than fifteen people; many of these
businesses do not have sufficient administrative/accounting personnel to navigate
complicated government application and reporting processes
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New Jersey Urban Enterprise Zones
Background

e 1n 1983, New Jersey passed the Urban Enterprise Zone (UEZ) Act to revitalize
distressed urban communities by creating private-sector jobs and encouraging
public-private investment in targeted areas

e Theoriginal legislation provided for 10 zones;'®* perceived success of the
program led to amendments bringing the current total to 32 UEZsin 37
municipalities'®

Designating Zones

e Municipalities apply to a nine-member UEZ Authority to create a UEZ within
their borders;'® to qualify, amunicipality must meet criteria based on
unemployment or the percentage of families on welfare, be eligible to receive
state aid for distressed municipalities, and demonstrate a need for economic
development and the potential benefits of development in the community**

e New Jersey UEZ Authority designates zones, supervises implementation of zone
development plans, and prepares annual fiscal impact studies of zones'®

Some Relevant Incentives'™®

e To participate in the UEZ program, firms must apply to be a*“qualified business’
and must be recertified annually; firms can be certified if they are located in the
zone when it isdesignated or if the firm has at |east 25 percent of its employeesin
the UEZ meeting certain criteria™’

e One-time Corporation Tax Credit of up to $1,500 for each new, full-time
permanent employee who livesin a municipality containing a UEZ and who has
been unemployed for at least 90 days or is dependent upon public assistance

e Business Retention and Relocation Assistance Grant (BRRAG) for relocation and
retention of at least 250 non-retail jobs where the grant is a material factor

e A qudlified business hiring new full-time employees with gross salaries less than
$4,500 per quarter may be eligible for an Unemployment Insurance Tax Credit;
that tax is based upon wages paid'®

Impacts/Evaluation

e Onerelatively rigorous study found that the UEZs did not cause a statistically
significant increase in employment between 1984-90*%°

e Incontrast, alessrigorous study estimated that in the late 1980’ s every $1 in tax
revenue foregone due to UEZs generated $1.90 in additional taxes for state/local
governments;*° the study also estimated that the cost per job generated by the
UEZ was only $3,171**

e A third study compared UEZ citiesto similar non-UEZ cities and found that, prior
to UEZ designation, there was faster employment growth in non-UEZ cities,
while after designation there was faster growth in UEZ cities'?

Features of Note:

e To preserve zone advantage, few zones were initially designated and the number
of zones was not expanded for the first 10 years of the program

e Account Executives help new businesses establish relationships with existing
businesses, and act as a single contact for coordination of state resources™

e Municipality governing body creates and adopts a Zone Devel opment Plan, used
to coordinate activities between the municipality, businesses, and the community
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Sources for Census:

Alabama:

http://www.adeca.al abama.gov/C11/REAP/Document%20L ibrary/AlabamaEZ .pdf
Arizona:

http://azleg.state.az.us/FormatDocument.asp?inDoc=/ars/41/01523.htm& Title=41& DocT
ype=ARS

Arkansas:

http://www.arkleg.state.ar.us/NXT/gateway.dll f=templ ates& fn=defaul t.ntm& vid=blr:ar
Cdlifornia:

http://www.caez.org/l egislation/A SM %20JED E%20EZ %20Hearings%20Report. pdf
Colorado:

http://www.state.co.us/oed/enterprise-zone/index.cfm

Connecticut:

http://www.ct.gov/ecd/cwp/view.asp?a=1099& q=249766

Florida:

www.floridaenterprisezones.com

Georgia

http://www.dca.state.ga.us/economic/Devel opmentT ool /programs/enter priseZones.asp
Hawaii:

http://www.hawaii.gov/dbedt/main/about/admin-rules/15-
6.pdf/view?searchterm=%22enterprise%20zones%22

[llinois:

http://www.commerce.state.il.us/dceo/Bureaus/Business Devel opment/Tax+Assi stance/
Enterprise-Zone.htm

Indiana:

http://64.233.167.104/search?g=cache: RnOL 6wo9cHoJ:www.in.gov/legid ative/pdf/FISC
AL_ISSUE BRIEF -

_INDIANAS ENTERPRISE_ZONES.PDF+indianat+%?22enterprise+zones%22& hl=en&
ct=clnk& cd=2& gl=us

lowa:

http://www.iowalifechanging.com/business/enterprise_zones.html

Kansas:

http://www.thinkkc.com/3_locating/3e_tax_profile/3el5_enterprise.htm

Kentucky:

http://www.thinkkentucky.com/kyedc/pdfs/keza.pdf

L ouisiana
http://www.norpc.org/projects_programs/econ_development/econ_dev_ezms.html
Maine:

http://www.mainebiz.org/why _maine/pine_tree zones.asp

Maryland:

http://www.choosemaryland.org/busi nessservices/taxincentives/enterprisezone.html

M assachusetts:

http://www.mass.gov/?pagel D=eoedterminal & L =4& L 0O=Home& L 1=Expanding+or+Loc
ating+in+Massachusetts& L 2=State+Agencies& L 3=M assachusetts+Office+of +Business+
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Devel opment& sid=Eoed& b=terminal content& f=em MOBD_Services EDIP& csid=Eoe
d

Michigan:

http://www.michigan.org/medc/services/sitedevel opment/renzone/busi nesstax/index.asp
Minnesota:

http://www.deed.state.mn.us/bi zdev/jobzwhat.htm

Mississippi:

See “The Impact of Enterprise Zones on Job Creation in Mississippi” by Jim Couch from
Contemporary Economic Policy. No information could be found on Mississippi’s
website.

Missouri:

http://www.missouridevel opment.org/Busi ness¥%20Sol uti ons/Fi nanci al %620and%20I ncen
tive%20Programs/Tax%20l ncentives.aspx

Nebraska:

No information could be found on their website; however, a paper by the New Y ork
Comptroller cites Nebraska as having zones. State of New Y ork Comptroller. 2004.

“ Assessing the Empire Zones Program.”

New Hampshire:

http://www.gencourt.state.nh.us/l egisl ation/2003/HB0830.html

New Jersey:

http://www.state.nj.us/commerce/econ_uez_program.shtml

New Mexico:

http://legis.state.nm.us/| cs/bluetaxdocs/NM Busi nessl ncentives03.pdf.

New York:
http://www.empire.state.ny.us/Tax_and_Financial_IncentivesEmpire_Zones/default.asp
North Carolina:

http://www.nccommerce.com/en/Community Services/Busi nessl ncentiveskinancial Assist
ance/

North Dakota:

http://www.nd.gov/dcs/community/zone/

Ohio:

http://www.odod.state.oh.us/edd/ez/

Oklahoma:

http://www.okcommerce.gov/index.php?option=content& task=view& id=300& | temid=38
1

Oregon:

http://www.econ.state.or.us/enterthezones/whatare. htmg#tax
http://www.riedc.com/riedc/business_services/67/

Pennsylvania:

http://www.newpa.com/default.aspx?d=345

Rhode Island:

http://www.riedc.com/riedc/business_services/67/

Texas:

http://www.governor.state.tx.us/divisions/ecodev/ed_bank/enterprise_zone

Utah:

http://goed.utah.gov/business_devel opment/incentives/enterprise_zones/index.html
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Virginia
http://www.dhcd.virginia.gov/CommunityDevel opmentRevitalization/Virginia_Enterpris
e _Zones.htm

Washington:
http://cted.wa.gov/site/62/default.aspx
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