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INTRODUCTION

Problem Context

The 1970 Census marked the first time in the history
of the United States that more people lived in suburbs than
in cities. Transportation improvements, federal mortage
programs, and & national preference for a suburban 1life-
style, facilitated this urbam to suburban shift.

The population leaving the cities was more skilled and
affluent, seeking quality of life advantages associated
with suburban and rural areas. Those left behind were
predominantly low-income, wunskilled minorities lacking the
necessary resources to move out of the «city. Prohibitory
land-use policies, such as large lot zoning, and
discriminatory steering practices helped concentrate blacks
and minorities in urban areas.

The fleeing of residents to the suburbs induced
business movement out of the central city. Retail and
services followed their upper- and middle-class patrons to
the suburbs. Urban retail was undermined by the modern
mall which offered a variety of goods and services under
one roof, with plenty of free parking. As &a result,
downtown and neighborhood retail lost their vitality and
the structures that once supported retail were often left
to deteriorate.

Another factor altering the urban fabric was the
exodus of manufacturing out of central cities, inspired by

transportation, communication, and production improvements.






highway policies. Then the government tried to amelior:
some of the consequences of the residential and industr
shifts through urban renewal programs.

Beginning in the 1950's, the federal response to
urban dilemna was to subsidize urban projects designed
combat urban blight and decay. At this time there was a
naive notion that social -problems could be addressed
through physical design solutions. The destruction of the
architecturally acclaimed Pruitt—-Igoe project exemplified
the simplicity of this notion.

The government has also sought to dimprove the
employability of urban residents through job-training
programs. The most notable program emanated from the 1973
Comprehensive Employment and Training Act (CETA). In some
individual <cases the CETA program was successful, but the
program did not have the expected impact on long—term
employment ana unemployment rates. Many times there was a
gap in the training provided to the participants and the
jobs available to them. Despite the billions of federal
dollars that have been spent on urban programs the

unemployment problem remains.

The Enterprise Zone Concept

In the present era of "new federalism," the concept of

enterprise zones as the centerpiece of national wurban
policy was conceived. Enterprise zones coincide with the
Administration's political philosophy: market forces are

used to combat urban problems, and states and 1localities



take on a greater role in solving urban problems.

The enterprise zone concept relies on a free market
solution to urban problems. Theorectically, the removal of
regulatory obstacles and the reduction of taxes will
stimulate business creation in depressed urban areas, which
will provide employment opportunities for zone residents.
The idea is to recapture the entrepreneurial spirit that
once flourished in the city.

In enterprise zones, small areas would be free from
the regulations that hinder business formation. These
areas of deregulatioh would act as incubators of new jobs
and businesses. This supply—-side economic concept assumes
that economic activity can be stimulated, without
increasing aggregate demand,. by 1lowering the cost of
prdduction. The target of enterprise =zones is small
business since recent studies show that the small business
sector is responsible for two-thirds of newly created jobs.

Enterprise zones, a British invention, were imported
to America in the early 1980's. At this time, federal
enterprise zone legislation was introduced. Although no
federal 1legislation has been passed, over half of the

states have implemented their own enterprise zone programs.

Methodology

This research project was undertaken to explore the
role of enterprise zones in the wurban revitalization
process. Chapter 1 is a review of the literature on the

determinants of business 1location, the obstacles to



business development, and the job-generating powers
different firms. These factors are used to measure t
effectiveness of proposed federal and implemented sta
enterprise zone legislation. Chapter 2 traces t
evolution of the enterprise zone concept from its Englisu
origins to its American adaptation;. The two proposed
pieces of federal legislation--Urban Jobs and Enterprise
Zone Acts (1980 and 1981)--are reviewed and critiqued.
Chapter 3 examines enterprise zones on the state level
where the majority of enterprise zone action has taken
place. The different mechanisms for including community
participation, and providing local employment opportunites
are compared to assess how enterprise zones meet community
development needs. Chapter &4 presents a case study
detailing investment and job creation in Connecticut's
Enterprise Zones. Recommendgtions and conclusions for the
use of enterprise zones as an economic development tool are
then ventured.

The central questions to be addressed are: to what
extent do enterprise zones address community development
needs?; and what are the ingredients that contribute to a

successful enterprise zone program?









Instead, he recommends that states and municipalitic
assist with the ©process of =site selection and pl:
construction; help secure permits; provide infrastructu:

and support job training.

1.2 Firm Mobility v. New Firm Location

Because of moving costs, forces determining where new
firms locate are different from those determining where an
existing plant will expand, contract, or move. New firms
are not tied down by fixed costs and their establishment is
usually in response to current economic conditions.

Surveys have revealed that single establishment firms
mostly locate in the area where the owner lives.
In contrast, multiplant firms search over a wide region to
find the best location. Therefore, the number of\single
plant start-ups 1is directly related to the number of
entrepreneurs able to start such a firm and the economic
conditions of the area. The number of potential
entrepreneurs is not so important for multiplant firms
since persons can be relocated once a site is chosen.

Research on firm mobility concludes that the majority
of moves are intrametropolitan (Schmenner 1977). Besides
personal preferences, the reason for this behavior is that
information is 1limited and is more complete for nearby
areas;} also, firms desire to maintain their workforce and
their suppliers.

Thresholds, or major changes in a firm's output, have

also been found to influence location decisions. Minor









1.3 State Business Incentives

The most recent research on the impact of st
business incentives has been performed by Harrison
Kanter. They discovered that, despite the poor quality
the research, the &empirical literature "... fails
reveal significant plant relocation or expansion resulting
from (or even <correlated with) differentials in =state

9
business incentives."

Harrison and Kanter studied the affect of property tax
abatements, low—-interest loans, and public guarantees for
loans and mortagages on location decisions. The researchers
claim that since taxes do not increase the demand for
goods, it is unlikely that they will encourage expansion or
relocation that might not have taken place without the tax
incentive. It was concluded that: "these business
incentives do not produce new output jobs, but they do have
real costs in the form of foregone tax revenues which have

10
valuable alternatives."

The researchers assert, that if firms were to respond
to these incentives, they would be the ones that offer the
lowest wages, have worse working conditions, and offer less
stable employment. In addition, it would be more difficult
for labor to organize. According to the research team:

business incentives &appear to be policy instruments

which -- if they work at all -- are most likely to
stimulate increased capacity wutilization 1in the
sector of the economy with the least desirable jobs,
while providing windfall profits to the segment of

the business community that needs them least.ll

In 1974, interviews were conducted in Connecticut and

11






The cost and complexity of regulation can contribut
to the business manager's perception of the local busin
climate. In the Joint Economic Committee study, the m
commonly «cited factor affecting the decision to stay
expand in the present location was the attitude of the city
government, followed closely by the crime 1level. On
average these factors rated above the market demand for the
company's products, tax rates, and the availability of
financing. A correlation between business' perception of
a favorable climate and plans to increase their work force

14
was also discovered.

The study found that factors affecting the overall
quality of 1life, such as the city government's attitude
towards business, the crime level, the quality of schools,
and cultural attractions were regarded as more important
than production factors. Therefore, the author concluded
that the direct financial support for city businesses in
depressed areas is unlikely to be successful, unless
cities upgrade their facilities and make a strong effort to
cooperate with the business community:

Local tax rate, and, most particularly, the city

government attitude towards business are not only im-

portant, but also vary significantly between the most

favorable and the least favorable <cities...Regardless
of federal initiatives...if the city government atti-
tude towards business and the quality of 1life are
not perceived as positive, the effectiveness of
discreet programs and policies is 1likely to be
diminished.5

The study further recommends:
"improving the quality of life where it is poor, and

maintaining it where it is good, can have an impor-

13






following reasons for their decision to stay:
o a desire to retain their present work force;
o the availability of a large labor pool;
o easy access to business services and contacts;

o it would be too expensive to scrap existing
production facilities for a new plant; and

o an obligatic: to address the problems of the com-

munities that fostered their original growth.19
1.4.2 Capital Shortages

In addition to regulatory obstacles, some start-ups
are thwarted from the start by difficulties in obtaining
financing. It has been documented that obtaining capital
for business ventures is particularly difficult for small
business and minority entrepreneurs, two of the targeted
groups of enterprise zones.

Ed Hamilton, a fiscal consultant participating in a
roundtable discussion on Urban Development Banking in 1977,
identified capital gaps in four areas:

o There is a lack of venture capital or other
expansion capital to enterprises between the sizes
of $25 and $250 million in annual sales.

o There is a lack of venture capital for service or

industrial firms with an after profit of less than

25% during the first five years of operation.

o There are great problems of capital access for
minorities, especially those in depressed areas.

o There is a capital shortage in rural areas.20
James Howell, an economist with The First National
Bank of Boston in hearings before the Subcommittee, found

two distinct capital gaps. "The first gap is the

15



nonavailability of long—-term senior debt financing
small-to~medium sized business firms."™ The second gag
the 1inability of the new issue market to take a ver
capitalist out of the first round of funding. The ver
capitalist is thus wunable to recycle his money and to
engage in new start—ups.21

The problem of access to capital is further
substantiated in research by Katzman and Daniels (1976).
They researched the functioning of the private capital

markets in New England and discovered the following capital

shortages:

o In small to medium-sized firms—--the most efficient
incubators of new products——finance for new
product development must come from venture capital
companies. However, these companies are not

equipped to f£fill this gap.

o There 1is a general shortage of equity funds for
the start-up of new firms. The new issue market
has essentially collapsed since 1969, and in turn
has resulted in venture capital firms being locked
into old investments. This "lock-in" has turned
venture capitalists to firms with better track
records than most new enterprises.

o Some firms, especially small firms in locales where
banking competition is limited, have to pay higher
than market interest rates for working-capital loanms.

o Finance for medium and 1long-term expansion is
generally more expensive for medium and small-sized
firms because of the fixed cost of public offering
and the requirement that they pay a high-risk pre-
mium.

o Low-income municipalities have very limited access
to organized municipal-bond markets because they
are not rated by bond-rating agencies. 22

The small firms, though they are the ones that

generate the most employment, are faced with difficulties

in obtaining long-term financing for both operating and

16



capital expenses., The problem is compounded in distres
urban areas. Entrepreneurs usually depend on their
savings or money from friends or relatives to start a
business. The problem is, in enterprise zones,
entrepreneurs are unlikely to have the capital to start a
business and probably do not have friends with capital

either.

1.5 Job Generation

Current research on the job generation process and
small business' <contribution to employment creation has
forced legislatures and policy makers to rethink wurban
policy.

David Birch of the Massachusetts Intitute of
Technology surveyed 5.6 million businesses, representing 80
percent of all private sector employment to determine the
job— generating prowess of certain firms according to size,
region, and other variables.

Birch concluded that two-thirds of all new employment
was created by firms with 20 or fewer employees. The
independent, free-standing entrepreneurs, not the branches
or subsidiaries of large corporations, were responsible for
the majority of jobs created. Almost 60 percent of all jobs
created were attributable to independent firms.

In the Northeast, the small independent firms (0-20
employees) were especially important. These firms were
responsible for virtually all net new jobs created, while

firms with more than 50 employees experienced employment

17



declines.

It was the smaller younger firm that genera
most jobs, yet these firms were also the most u
After the initial four years, a firm's job creatio:
sharply declined. New firms (less than five years old)
created 80 percent of all replacement jobs, but 65 percent
of these small firms failed during the critical first four
years. However, of the firms that survived, small
companies were four times more likely to expand than
contract; larger firms were 50 percent more likely to
decline than grow.

The older and the less economically vital an area, the
more it depended on smaller business, especially in the
service sector to generate employment. Birch explained:

Whatever the cause, it is clear that the only source

of net new jobs in the older areas is in small

businesses and most of them are in the service
sector rather than in manufacturing.23
Birch concluded that the net job generators had certain
characteristics:
The job generating firm tends to be small. It tends
to be dynamic (or wunstable, depending on your view-
point) -- the kind of firm that banks feel uncom-
fortable about. It tends to be young. In short, the
firms that can and do generate the most jobs are the
ones most difficult to reach through conventional
policy initiatives.24
Birch further explained:
It's no wonder that efforts to stem the tide of job
decline have been s0 frustrating -- and largely
unsuccessful. The firms that such efforts must
reach are the most difficult to work with. They
are small. They tend to be independent. They are

volatile. The very spirit that gives them their
vitality and job-generating powers is the =same

18



spirit that makes them unpromising partmners for the
development administrator.25

Research conducted by the Joint Economic Committ
reached similar conclusions on the importance of the small

business sector. In the report, Central City Businesses—-—

Plans and Problems, it was stated that, "(t)here 1is

evidence that the smaller firms generally provide the
greatest number of all new jobs and expanded operations.™

A review of the 1literature concerning business
location decisions, business obstacles, and job generation
reveals important information needed to assess enterprise
zone legislation. While taxes do not appear to be critical
to decisions, the literature suggests that urban taxes are

too expensive for the quality of services received and may

hamper business development or growth. Low taxes may also
represent a "pro—-business" attitude that is important in
expansion ©plans. Taxes alone will not attract business.

Cities must also enhance the quality of 1life, dimprove
infrastructure and services, provide job training, and make
government regulations less burdensome.

The literature documents the problems confronted by
small business and minority entrepr;neurs in obtaining
start~up and operating capital. The need for venture
capital cannot be ignored, if enterprise =zones are to
encourage small business formation.

Studies reveal that job loss is not the main problem
contributing to unemployment. Policies that try to attract

large companies or policies that attempt to reduce deaths

19



ignore the job generation process. It is job births
the small ©businesses that are the primary emplo
creators, Therefore, enterprise =zone policies shou
geared at improving the birthrate of small businesse
removing the barriers to the development of  ___
independent firms. Finally, it 1is essential that city
governments form cooperative partnerships with the private
sector, and the <community if enterprise zones are to be

successful.
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CHAPTER 2

Evolution of Enterprise Zones

2.1 Enterprise Zone Origins
The concept of enterprise zones was first articulated by

Peter Hall, a British urban planning professor, after he
visited and studied free trade zones in the Far East.
Impressed by the economic activity in Hong Kong and
Singapore, Hall proposed a similar system of free ports and
tax—free zones to stimulate the economy of depressed areas
in Britain.

In free trade zones duties are not paid on imported
goods until the product leaves the zone for the domestic
market. And duties are not paid at all if the product is
re—exported. This provision attracts warehousing and
trans-shipping facilities providing jobs which do not
require highly skilled labor.

If components are imported into a free trade zone and
assembled into finished products for sale in the domestic

market, duty is not payable on the value added within the

zone. Foreign companies selling in the domestic market
have been enticed to these areas to reduce customs
liability costs. In this case, the country receiving the

goods has the benefit of increased employment opportunities
for local residents.

Hall believed that the welfare state's bureaucracy
stifled the creation of new entrepreneurial ventures, once

an integral function of central cities. As large scale
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personal and corporate taxation. Trade Union
would be allowed, as in Hong Kong, but there woul
be no closed shop. Wages would find their own lev

o Residence in the area would be based on free choi
Existing residents would be free to leave or st
under the new system of deregulation, low taxati
and low social benefits.27

Hall proposed the Freeport solution for the most
severely blighted areas in Great Britain, and he viewed it
as "an extremely last-ditch solution to urban problems."
The plan was to be administered on a small scale in areas
"...largely . abandoned and denuded of people, or
alternatively areas with very grave social and economic
problems."™ Freeports would be established where other
policy solutions had failed.

Subsequently, Hall's "Freeport" concept provided the
framework for Sir Geoffrey Howe's "Enterprise Zone"
proposal. Sir Geoffrey (the economic spokesman for the
British Conservative Party at the time) <conceived of
enterprise zones as a general economic development tool to
be used in depressed urban areas in general. According to
Sir Geoffrey, the =zones would be testing grounds for
policies that, if successful, could be tried on a 1larger
scale. Sir Geoffrey stated that the "...idea would be to
set up test market areas or laboratories in which to enable
fresh policies to prime the pump of prosperity, and to
establish their potential for doing 80 elsewhere.”
According to Sir Geoffrey:

"The idea would be to designate, in four or five

places for a start--Clydesdale, Merseyside, the west

Midlands, and East London say--substantial areas of
land with the intention that most of them could be de-

23









developments that <conform with the published enterpz
zone plan do not require individual planning permissi

Regulations are further minimized by a speedy application

process for planning controls remaining in force. In
addition, requests for customs warehousing are given
priority and certain criteria are relaxed. Within the

zoneg, government statistical inquiries are kept at a bare
minimum, removing some of the burdensome governmental red
tape. British enterprise zones will last for 10 years,
but, =zone =status will be reﬁewed if the program proves
successful.

There are now twenty—five zones in the United Kingdom,
eleven were designated in the first round up to April 1982;
the remainder were designated between July 1983 and April
1984, |

These enterprise zones were selected on the basis of
local wunemployment figures and the willingness of local
authorities to give up some of their planning powers. The
Department of the Environment, the administering agency,
also looked for areas that were reasonably accessible and
predominantly comprised of vacant land. The Secretary of
State for the Department of the Environment selects the
zones from requests made by local authorities and, so far,

the bids have exceeded the number of zones available.

2.2.2 Preliminary Results of the British Enterprise Zone Program
Results from the British enterprise zones are mixed,

and they have not solved the country's unemployment

26



problem. Data on the initial eleven zones has

compiled by British consultants. The following is a

of conclusions drawn from the first enterprise zones:

(o}

It is clear that a considerable number of jobs

been created in the zones. About 10,000 jobs have
been created in 1,000 firms. Half the jobs are in
new firms.

Many of the jobs are diversions. It is estimated that
about 75 percent of the incoming firms would have
located in the same county and most of the new firms
would have set up. However, if a firm is staying
in the inner city rather on the urban fringe of a
county, it is creating employment where it is most
needed.

Some of the fiscal advantages of the zones have been
consumed in higher land prices.

Higher land prices have a beneficial effect in some
cases. They result in difficult sites being brought
onto the market, especially as the 1life o f zones
only lasts for ten years--a critical factor in making
things happen quickly.

More significant is the reduction in some areas in
the wvalue of other developments outside the zone.
This is particularly the case where there is little
distinction between land inside the zone and that
immediately beyond it.

The zones are an excellent marketing tool. The
reduction in bureaucracy ensures a good image. The
limited 1ife encourages both the 1local authority
and the landowner to promote them actively.

The most valued incentive is the property tax relief.
This cost about $14- $20 million in 1984, Capital
allowances are also attractive to firms, especially
as they are no longer available in the rest of the
country. The relaxed planning regime has been wel-
comed by the developers for the certainty it provides

The relaxation in planning controls did not cause a
decline in standarda. This may be due to the fact
that much of the land in enterprise zones is owned
in large blocks. Owners do not want poor buildings
as they would reduce the value of the rest of their
holding.30

British =zones =seem to have attracted development in
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propos
introd

compon

erica through Stuart Butler, a British econom
g with the Heritage Foundation. Butle
ations entitled, "Enterprise Zones: A Solution to

Crisis?" (1979) and "Enterprise Zones: Pioneering
nner City"(1980), put forth the first American
rise zone proposals.
Butler's support of the enterprise zone approach is
on his observations of urban problems.
concludes:

Major injections of @government money, either for
housing projects or for commercial purposes, may not
only be wasteful but even lead to a deterioration
of the situation. Projects with limited outside
support, and drawing heavily from local inventiveness
and effort, are relatively successful.

The greatest economic problem of the inner city is
the poor birth rate of businesses--and especially
small businesses. Smeall businesses are the most
effective creators of jobs in the economy, and
provide the types of jobs most suitable to the inner
city....Studies show that these types of enterprises
either shun, or are shunned by government agencies
and the larger commercial lending institutions. The
best way of encouraging this sector 1is thus to
remove obstacles in the path of the entrepreneur in
the cities and to give these individuals the kind
of business climate that will provide the incentive
to take risks.

Neighborhood residents have shown themselves eager to
put their own time, effort, and limited resources
into housing rehabilitation if given genuine
encouragement to do so. Rather than funding new
projects, governments would achieve more if they
created a climate in which essentially self-help
projects would be more likely to succeed.32

These conclusions shaped the first enterprise zone

als. The earliest versions of the enterprise =zones
uced by the Heritage Foundation included five
ents: the elimination ~of minimum wage laws;
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innovative action on housing and the suspension o
control; a turnover trigger point to discourage co
from wusing the zones for purely tax-saving purposes

trade zones; and experimentation with different poli

2,3.1 Elimination of Minimum Wage Laws

The minimum wage law is cited by Butler as an example
of a policy that has actually contributed to economic
decline in central cities. Butler blames minimum wage laws
for creating high rates of unemployment especially among
young and unskilled workers. The laws work to keep wages
artifically high, making it uneconomical to employ those
with the least amount of training or education.

Butler suggests lowering the minimum wage for youths
in enterprise zones, to provide greater employment
opportunities for young unskilled workers. Butler admits
that the elimination of minimum wages probably would be
politically unfeasable, however, he argues that:

The denial of a job at even a very 1low wage rate
means the denial of an opportunity to enter the labor
market, and with it the chance to gain the experience
and skills needed to achieve a more acceptable income
in the future. It is mobility that has largely been
eradicated in the cities.33

I do not agree with Butler's conclusions and strongly
oppose the elimination of minimum wages within enterprise
zones. Such a scheme would only offer jobs in the

secondary labor market which would not provide a chance for

zone residents to assimilate into the economic mainstream.

2.3.2 Innovative Housing Action
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first version of the enterprise zone bill to congre

7240). One month later, Kemp was joined by libera

Garcia (D-N.Y.) in the sponsorship of the Urban J

Enterprise Zone Act 1980 (H.R. 7563), a second ve

the bill. This partnership of conservative and 1liberal
illustrated that the enterprise zone concept spanned the
political spectrum. Although the collaboration between Kemp
and Garcia was unusual considering their differing
political philosophies, Garcia felt the program had
potential, and he owed it to his South Bronx constituents
to work on the bill. The South Bronx has been cited as a
possible enterprise zone site and will be considered for
designation if federal zone legislation is passed. Garcia
stresses that enterprise zones are not intended to replace
CDBGs, EDA projects, and UDAGs. He states, "...as I see
it, those grant programs go hand in hand with enterprise

zones."

2.4 The Proposed Urban Jobs and Enterprise Zone Act 1980

In the ill-fated Urban Jobs and Enterprise Zone Act of
1980, an area with excessive poverty and unemployment could
apply for enterprise zone status. The requirements for
poverty and unemployment were as follows:

o the average unemployment for the past 24 months must
be greater than or equal to twice the national
average and 30 percent or more of the families living
in the areas must be at or below 85 percent the
Bureau of Labor Statistics lower living standard; or

o the average unemployment rate for the past 24 months

must be greater or equal to three times the national
average; or

34















generated concern.

2,4,6 Costs

The Joint Committee on Taxation estimated that the
enterprise zone program would cost $1.5 billion anually.
Advocates argue that these are not revenues lost because
businesses taking advantage of the tax breaks would not
exist without the program.

Sternleib and Listoken are not convinced by this
logic: "...the program as now presented is too much a blank
check in costs and too obscure in benefits to inspire toteal

36
acceptance."

A final shortcoming was that in some states isolated
tax reductions are illegal. Even in areas where differing

tax rates are allowed, mayors protested the reduction in

city revenues which would result from property tax cuts.

2,5 The Urban Jobs and Enterprise Zone Act 1981

The bill was revised on June 3, 1981 to address some
of the criticisms wagered against the 1980 bill. The new
bill attempted to place a greater emphasis on small
business development. A provision for low-income housing

was also incorporated in the new bill. The Urban Jobs and

Enterprise Zone Act of 1981, was introduced in the House

(H.R. 3824), while a8 companion bill was introduced in the
Senate (S. 1310). Hearings were held in 1981 and 1982.
In response to criticisms that enterprise zones would

be wused as a substitute for other wurban programs, site
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selection was moved from The Department of Commerce
The Department of Housing and Urban Development (HUD).

Unlike the 1980 bill, a limit on the number of zones
to be designated was included. During the first three
years of the program between 10 and 25 =zones would be
chosen. Since enterprise zones are considered an
experimental tool, this is an important change. This would
allow for a careful analysis of the existing zones before
applying the concept on a larger scale.

In order to be considered for designation, 1local
governments would not have to reduce property taxes but
instead they would be required to show their commitment to
development by reducing "the various burdens borne by
employers and employees."™ The bill suggested reductions in
tax rates or fees, improvements in local services,
streamlining business and employment regulations, and
commitments from private entities to provide training and
other assistance for zone residents.

New eligibility <criteria required an area to be
characterized by '"pervasive poverty, unemployment and
general distress."™ Sites had to meet the eligibility
requirements of the Urban Development Action Grant Program.
In addition, the areas had to display at least one of the
following indicators of distress:

0 Unemployment for the most recent eigtheen-month
period is at least one and a half times the national
average.

o At least 20 percent of the population is living in
poverty, as defined by the Bureau of Census.
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members of the Ways and Means Committee. The most recent
concerns over terrorism and foreign affairs has shifted

national emphasis away from enterprise zones.

Federal Enterprise Zones: A Critique

Since inception, enterprise zones have provoked much
debate. " As a sole policy, enterprise zones are
unacceptable. If the estimated costs of the program could
be recovered, states and localities would benefit more from
direct subsidies.

Comparing the federal programs to Chapter 1 which
outlines the location determinants of firms, the
legislation is not strong enough to encourage business
location. The incentives only provide operating cost
reductions. Operating subsidies are usually more important
for ongoing businesses rather than new business ventures.
The federal proposal would not offer venture capital, the
most crucial need for small business creation.

In order to attract ©private investment, local
governments must increase their services, improve their
infrastructure, and enhance their quality of life, however,
no federal grants would be designated to communities for
this purpose.

The types of jobs created by enterprise zones has
sparked much criticism, especially from labor groups. The
AFL-CIO attacks enterprise zones as being "little more than
a localized version of “trickle down' economics." Another

opponent asserts: "enterprise zones are a component of the
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writes, in Civil Rights Quarterly Journal that enterpraise

zones will result in "dead-end jobs with marginal salaries"
that will "condemn the poor to second-class citizenship."
Since urban problems are complex and multi faceted, a
single approach to problem resolution will not ameliorate
these problems. Another critic states it is doubtful that
enterprise zones can promote "...natiomal urban policy

goals of rational concentrated land use in support of

optimal economic growth...(t)he highly place oriented
proposal shifts emphasis away from coordination of
38

revitalization tools and objectives."
One author doubts the credibility of enterprise zones,
and calls them "nostalgic."
Government subsidies, tax incentives, and regulatory
relief are not nearly enough to overcome technological
end market driven forces redistributing blue-collar

jobs and shaping the economy of our major cities.39

Policy should be "future oriented™ and should not try to

inhibit change. This author believes that:
+o.(w)ithout an expanding of the national economy,
improved education and technical training progranms
for the urban disadvantaged, stricter enforcement

of civil rights legislation, and the mobility of the
underclass from economically depressed ghettos, the
permanence and growth of the wunderclass will be
assured. 40
The author suggests that enterprise zone policy may keep
poor and minorities <concentrated in urban areas. He
advocates providing the wurban disadvantaged access to
suburbia where the jobs already exist.

The President's Commission for a National Agenda for

the Eighties «criticized the Administration's "place-
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STATE ENTERPRISE ZUNE PRUGRAM SUMMARY TABLE
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Each state has uniquely designed its program to meet its
individual needs and objectives by integrating state and
local incentives. Monitoring the results of state programs
is particularly important since their results will play a
key role in deciding over federal zone legislation.

Because of the newness of enterprise zones, their
long—-term results are unknown. Since every state has a
different program and each program consists of a wunique

blend of incentives, it is hard to deduce from previous

programs the outcome of enterprise 2zones. Preliminary
studies have been conducted by the Sabre Foundation. They
found that "almost none of the companies operating in the

enterprise zones represent relocations....Major growth has
come about from expansion of existing firms and from start-
ups that otherwise appeared unlikely to occur.™ The study
revealed that unemployed and low-income workers accounted
for 30 percent of all hirings related to enterprise zone
growth. Futhermore, many jobs have .been saved from
businesses reconsidering moving because of enterprise zone
incengives.

Dick Cowden, Associate Director of the Sabre
Foundation, has recently proposed a study to be performed
on enterprise zones. He will be surveying between 100-200
businesses to determine their reasons for locating in
enterprise zones. He also plans to address the following
issues: the firm's prior knowledge of the zone incentives,
the effects of investment within the zone, the climate for

future investment and expansion, the zone's effects on area
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property values, the amount of public expenditures
necessary to help business locate in an area, the red-tape
barriers that impede zone location, and the ramifications
of &a possible federal enterprise zone program on future
development.

Earl Jones, an urban planning professor at the
University of Chicago/Urbana, is currently researching the
relationship between state enterprise zone incentives and
business location.

The Council for Urban Economic Development (CUED) has

concluded that successful enterprise 2zones have the
following characteristics: political and bureaucratic
support, private sector support, local capacity and

ability, changing market conditions, and 2zone management.

A study by the National Association of State
Development Agencies (NASDA) concludes that in order for
enterprise zones to be effective, they must be aggressively
marketed: "An enterprise zone will have little success if
communities and businesses are unaware of its existence.
To work, an enterprise 2zone must have an effective
marketing program."

Enterprise zones have potential to provide jobs for
local residents and act as a catalyst for development.
However, 1in order for enterprise zones to be successful
there must be input from 8ll aspects of the community--
state and local governments, businesses, community leaders,

and residents.
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As part of a comprehemnsive development plan, enterprise
zones can address the issues of local unemployment and
declining tax bases. However, used alone, enterprise zones
cannot solve urban prqblems. Enterprise zones work best
when they are combined with other state and local economic
development strategies.

In order for an enterprise zone to be successful, it
must encourage small business creation, provide 1local
employment opportunity, and allow community residents to
partcipate in enterprise zone decision making. In
addition, local governments have the power to augment state
programs by using innovative local initiatives. A review
of state programs illustrates the uniqueness of each
program and the varying degrees of response to community

development needs.

3.2 Community Development Needs

How states address the issues of community
participation, employment creation, and small business
financing is explored to illustrate the different
approaches wused in the states, and how responsive the

legislation is to community needs.

3.2.1 Community Participation

Most of the zone 1legislation does not provide
residents with a direct role in day-to-day zone decision
making. Although zone participation may be encouraged on
the 1local level, only seven states have provisions in the

state legislation that require local input into =zone
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eligible for economic incentives. A sample of states'

employment incentives are provided in Table 3.2.

3.2.3 Job Training

Availability of employment training is crucial to
providing employment opportunities for zone residents.
Although some states provide job training at the 1local
level, only five states incorporate job training measures
in their enterprise zones: Alabama, Connecticut, Missouri,
New Jersey, and Ohio. Ohio allots $1000 per employee for
training costs. Missouri offers a $400 training credit for
each new employee who 1is a zone resident or is considered
"unemployable." A job training voucher is issued to =zone
residents in Connecticut. Participants can wuse the
vouchers to buy job training sponsored by the Labor
Commission. Zone firms are encouraged to hire voucher
holders. New Jersey and Alabama tarket state job-training

programs to zone residents.

TABLE 3.2

State Job Creation Provisions

State Enterprise Zone Employment Incentive

Arkansas $2,000 employer tax credit per net new
employee, if at least 35%Z of the employees
live in the same county as the zone and
receive some form of public assistance
or have been considered hard to employ.

California Tax credit for hiring disadvantaged
individuals reduced by the amount of fed-
erally funded payments for job training, as
follows:
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Missouri Businesses are only eligible for incen-
tives if their work force is at least 30%
zone residents or workers considered "un-
employable.™

New Jersey Unemployment insurance tax credit for
workers making $1,500 or less per month on
following schedule:

o Years 1-4 50%Z of tax paid;
o Years 5-8 407 of tax paid;
o Years 9-12 30% of tax paid;
o Years 13-16 20%Z of tax paid;
o Years 16-20 10Z of tax paid.

$§1,500 tax credit for each new employee

who was unemployed for 90 days or on wel-
fare before receiving a job; $500 to a
person residing in a qualified municipality.

Ohio In order for business' to qualify for in-
centives, they must hire new employees,
at least 25% of whom are:

unemployed and residing for four months
in the county of the facility;

- CETA eligible employees residing for
six months in the county;

- recipients of AFDC, general welfare,
or unemployment compensation residing

for at least six months in the county.

- handicapped persons residing in the
county for six months.

- residents of the county for at least
one year.

Source: U.S. Department of Housing and Urban Development

3.2.4 Venture Capital

Availability of venture capital is especially
important for small business development; yet only seven
states make venture capital available for their enterprise
zones. Connecticut, Florida, Indiana, Maryland.

Mississippi, Oklahoma, and Pennsylvania provide state
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least one of the following criteria is met:
o 15 percent or more persons below the poverty 1lin

o 15 percent or more households receiving publ
assistance or welfare.

0 an unemployment rate 150 percent or more of the
state's average unemployment rate.

The areas for consideration must consist of one or two
contiguous census tracts and must be partially zoned for
commercial and industrial activity. Connecticut employs a
competitive process in designating zones. Currently the
state limits the number of enterprise zones to be
established to six: three in areas with populations less
than 80,000 and three in areas with populations exceeding
80,000. The Act requires that designation continue for a
minimum of ten years from the original date of approval.
Under the state's enterprise zone program, incentives are
available for manufactuting and research and development
operations, commercial and retail businesses, and

residential rehabilitation.

4.1.2 Manufacturing Incentives
Manufacturing facilities located within the zone are
eligible for the following benefits:

o An 80 percent local property tax abatement for five
years; :

o For firms with 30 percent of their employees living
in the zone or residing in the municipality and
JTPA eligible, a grant of $1,000 for each new full-
time permanent job and a 50 percent reduction in
state corporate tax for ten years;

o Sales tax exemption on the purchase of replacement
parts;
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TABLE 4.5

Hew and Retained Jobs by Project Type and Cit&
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State of Connecticut Department of Economic Development
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are given for major repairs or expansion, no money from the
state is forthcoming for the financing of residential
improvements., Since the initial investment in property
upgrading may be hampering projects, a similar program
akin to the revolving loan fund should be established for
residential wuses—--or residential units could be eligible

for the existing loans.
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Capsule review of the results:

Category
Industrial
Commerclal/Retall

Mixed Use

Resldential

Total

CG/ce
Updated 9/18/8%

Source: State of Connecticut Department of Economic

TABLE 4.6

CONNECTICUT ENTERPRISE ZOWE PROGRAM
AGGREGATE TOTALS (2 1/2 YEARS) to MAY 1985

Total of 453 projects worth $135+ mllilon creating 8,500+ jobs

Value of Total New

Projects Investwent® Jobs Jobs

67 $ 28,792,100 3,431 989
220 $ 52,364,943 3,995 2,529
2 +$ 32,002,883 +1,117 + 806
($84,367,826) (5,112) (3,335)

144 $ 21,960,384

453 $135,120,310 8,543 4,324

New Jobs as
% of Category

Total
29%
63%

68%

(65%)

Development

New Jobs
as £ of ail

Zone Jobs

1g

29%

9%

(39%)



4.3.5 Types of Projects

Most projects, 74%, involved renovation or expansion
of existing structures, and 114 projects were new
construction (26%). This suggests that enterprise zones
have encouraged the expansion of business in the zone, and
have discouraged relocation or closing of existing firms.

A greater utilization of vacant or underutilized space
has occurred in enterprise zones. At designation, October
1982, 192 parcels (200.44 acres), and 54 buildings
(2,270,400 square feet) were vacant. Two and a half years
later April 1985, 13 parcels (86.7 acres), and 37
buildings (2,043,000 square feet) were vacant. The
utilization of vacant space is particularly pronounced in
Norwalk. At designation Norwalk contained 149 vacant
parcels, (70.35 acres). Two and half years later, only 11
vacant parcels (179.500 square feet) remain. In the zones,
it 1is evident that resources of land and resources are

diminishing in the enterprise zones. (Table 4.7)
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TABLE 4.7

Avallable Commerclal L Industrial Land & Bullding Space
in Enterprise Zones

At Deslignation Current =
Zone Oct., 82 pril 1, '85

Vacant Parcels/Acres Vacant Bulldings/

Vacant Parcels/Acres | Vacant Buildings/

® Includes only partlally wecant bulldings
82 Al located In Sclence Park

Note: Numbers In this table do not retlect underutilized properties, l.e, land or bulldings,

Source: State of Connecticut Department of Economic Development

| 1

| I I
I I I

Brldgeport 19 9.13 | 1l 1,104, x || 1 10 | 2 780, 4K
P H |

Harttord 4 5,18 | 3 133 k|| 6 14,5 | 170 186. 6K
I [l |

New Britain 1 .43 | 2 70 K || - - |1 33 K
| I |
New Haven | i |
& | H |

(Sclence Park®) - ST | 26 733.8x || 1 1.5 | 100®  ®pag oK
| I |

New London 19 43.5 | 1 so0 Kk || 2 25 | 1 200 K
. | 1 |

Norwa Ik 149 70,35 | 11 179.5¢ || 3+ 35.7 | 6 194 K
: | JL |

State Totals 192 200,44 54 2,270, 4K 13 86,7 37 2,043 K















and not worth the time and aggravation. Many businesses
prefer to train their own employees according to their
desires. A system where workers are trained on the job
and the company is reimbursed might better meet the needs
of enterprise zone businesses.

Only five companies have taken advantage of the
incentive which offers a sales tax exemption on replacement
parts: three in Bridgeport, one in New Britain, and one in

Norwalk. In Bridgeport, $30,870.31 was refunded, $3,087.55

was refunded to a New Britain company, and $113.95 was

refunded in Norwalk.

One company in Norwalk received $30,780 for the

corporate Services listing. The lag time is also a problem

here.

The importance of start-up funds and working capital
is substantiated by the participation in the loan program.
As of October, 1985, 34 applications have been received,
representing $2,456,680. Seven loans have been closed and
five are approved and waiting closing. A total of $710,380
has been expended or committed. A remainder of $789,620 is
available for other loans from a $1,500,000 revoving 1loan
fund. Borrowed money will eventually be returned to the

loan fund.

Venture <capital is really a misnomer for this 1loan

fund. The 1loans are not available for high risk start-up
businesses. However, in order to stimulate job generation
true venture capital is needed. A separate "high risk"
fund for 1local entrepreneurs could be established. An
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residents purchase housing.

- a loan fund for housing rehabilitation should
be initiated.

o Reduce the amount of red tape generated from the
loan program. The 1loan process should be less
complicated and administered more hastily.

o Target technical assistance programs to
enterprise zones. Programs on the subject of
starting a new business, management and marketing
techniques could help unleash the entrepreneurial
spirit. This function could also be established
in a joint effort with local  wuniversities.

o Perform a statewide study on the impact of
of enterprise zones on business decisions and
types of jobs created. Assessing what incentives
incentives are attractive and why will help the
state better meet Dbusiness needs.

The success of Connecticut's Enterprise Zone Program
can be attributed to the fact that it was never viewed as a
replacement for other urban programs. Instead, enterprise
zones were one component of a network of programs designed
to encourage economic development.

In Connecticut it appears that investment is flowing
to depressed urban areas. Although all investment is not
attributable to enterprise zones, they seem to be one of
the contributing factors to location decisions. It does
not appear that many firms are relocating to enterprise
zones, the majority of firms are expanded businesses or
start-ups.

Enterprise zones were an experiment, and although the
long-term results of the program are not available, they do
seem to be a catalyst for development. But the state

program alone is not enough to make enterprise zones work.

Enterprise zones need input from local government,
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APPENDIX A - .
COMNECTICUT ENTZRPRISE LONE PROCRAM ‘ As of July 1, 1<2

iz AT At ms

CHAPTER 585

ENTERPRISE ZONES

Sec. 32-70. Enterprise zones. Designation. (a)
Rouse BRill No. %5898

PUBLIC ACT HO. Au=-148

Av ACT CONCRANING THE TIHUCIOSICN OF CEDPTALY

- rle e = -

ELIGISLE AREAS WITHIN EXISTING ENTERPRISE ZONES.

Be it enacted bty ¢the Serate and House of

Representatives in General Asseatly convened:
, Section 1. Subsecticn (a) of section 32-70
of the general statutes, as arecied by section 1
of public act 82-2°1, ic vrepealed ard the
folloving is substituted in lieu thereo?:

(a) Any cunicipality w2y, with the approval
of the cczmissioner of eccnonic develogrent,
designate an area of such =zunicipality as an
enterprise 7one. Any such area shall consist of
one or tvo ~contiquous United States censuys tracts,
contiquous pcrtions o€ such census tracts c¢r a
portion of anp individual census tract, as
determsined in accordaince with ¢the., most recent
United States census and, if such area is covered
by zoning, a portion of it shall be zoned to
allov cosnercial or industrial activity. The
census tracts within which such desiqnated area is
located strall also ameet at least one of the
follovirq criteria: (1) Tventy-five per cent or
nore of the persons vithin tke individual censas
tracts shall have income Ltelov the poverty level,
as° determined by ¢the wmost recent United .States
census: (2) tventy-five per cent or more of the
families vithin the individual census tracts shall
receive public assistance or velfare income, as
deterained by the wmost recent United States
census; or (3) the uneaploytent rate of the
individual census tracts shall Le at least tvc
hundred per cent of ¢the state's averane, as
deterained ty the most recert United States
census. If a census ¢tract qualifies uander the
eligqibilicy criteria for designation as an
enterprise zone and if the cormissicner detererines
that a census tract wvhich is contiquous to such .
tract has significant job creation potential, the

memmed mal am s -y -
L LR -

tract, ur a purcion  tacreovi, it the entoIpIiuica
zone in lieu of a second qualified census tract if
soch contiquous census tract meets at least one cf

* : 101

e = Y . . - [}

PR O O A B SO



House Ji]ll1 No. 589”8

the follovinz reduced criteria: (1) Fifteen per
cent or more of the persons vithin the census
tract shall bhave income belowvw the poverty level,
as detersincl by the Bost recrent Onited States
census: (2) fifteen per cent c¢r amqgre of the
fanilies vitaiin the census tract shall receive
public assistance or velfare inccme, as ‘eteramined
by the most recent United States census; or {3j
the urcesaplcyzent rate of the cersus tract shall te
at least ane handred €ifty per cent of *the state's
averaqe, as deterainred by the most recent United
States census. If a censiys tract bcundacy line 1is
the center line of a street, the coamissiocner emay
include vithin the enterprise zone that porticn of
the property fronting on suck street which is
outside of tut adjacent to the cernsus tract. The
depth of such property so included in the
enterprise zone shall be deteramined ty the
coazissioner at the tize of the desigqration of the
zone. If a ccnsus tract boundary line is located
alonq a railroad right-cf-way, railroad property
or patural streans of vater, the ccaaissioner aay
include vithia the enterprise zcne any rrivate
properties uynder cosson ownership ~which are
traversed by the railroad cight-of-wvay, railrcad
property or natural stream of vatet. ANy private
properties so affected shall te included in the
epterprise zone at the tize of the designatioan of
the zone except, in the case of an enterprise zone
desiqnated prior to [tie effective date of this
act] OCTC3ER 1, 1983, the comaissioner 2ay include
vithia the =zone any such Erogerty if the
sanicipality in vhichk the zome is located requests
the coamissioner to include such property cct
later than sixty days after ([the effective date ot
this act) OCTOBER 31, 13933. If zore than fifty rer
cent of the prodect area of a development rprciect
ander chapter 132 is located in ar area eligitle
for desiagration as an enterprise zone and the
project plan for such development project is
approved by the <comaissioner of  economic
developaent in accordapce vith ‘'secticn 8-191, the
coanissioner may include the entire project area
of such developsent proiect area ipn an enterfgrise
zone. If more than fifty per cent of an agproved
redeveloprent area under chapter 130 is located in
an area eligible for designation as an entergrise
zone, the commissioner say include the aentite
redeveloprent acrea in an enterprise zone. THE
CONMMISSICNER MAY, AT ANY TINE AETYR THE
DESIGNATION OPFP AN ARTA AS AN ENTERPRISE Z0NE,
INCLODE IN SUCH 20NP ANY AREA CCNTIGUOUS TC SUCH
ZONE WHICH, AT THE TINE JF THE DESIGNATIONR CP STUCH
ZONE, WAS ELIGIBIE TC B¥ INCLUDEL IN SuCH ZCNE BOT
VS yOoT S0 INCLUDED. If the ccamissioner
deterzircs ttat th 2 LeCess5arcy altAa 15 rct
available from the a0st recent OUnited -States
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Ch. 585 - ' Tite 32

such additional cualifications for an area to.becoms an ertzrprise zone as he
deems necessary. The commussioner may remove the desiznaiion of any area he
has approved as an anterpris: zone if such area no lcmgss muzis the criteria for
designaticn as such an area set forth in this section or in regulations adopted
pursuant to this saction, provided r.o such designation sh::l be removed less than
ten years from :he crizinal date of cpproval of such zone. Tha iommissioner may
designate any additional area as an ::nt2rprise zone il that area i3 designated as an
enterprise zone pursuant to any feceral legisiation.
(PA 814458 1,11, PA 824358 1. 8) ' .

History' P.A 81445 effectuive Juy 1, 1982. P A §2-438 amerded Sudsec. (s) to ciar fy zeriary cniers for demgrauvon and 10
provide for the estension of (ne zone bevord (Ne Quallyirg -8sus racis 10 SN soeci< sreas sng smended Subtes. (B) 10 provds
for ihe des:gnat:on of any zone denignated as & federal 101 ¢ as & sie 10ne.

Sec. 32-71. Fixing of assessments in enterprice zones. (a) Any
municipality which has designated any area as an entergrise zone pursuant to
section 32-70 shall provide, by ordilance, for the fixing or assessments on all real
property in such zone wnich is irproved during the perind when such area is
designated as an entarprise zone. Such fixed assessment snall be for a period of
seven years from the time of such improvement and shzi' defer any increase in
assessment attributable to such improvements according to the following

schedule: .
Year Percentage of Increase
Deferred
First 100
Second 100
Third , 50
Fourth 40
Fifth 30
Sixth 20
Seventh . 10

(b) Any fixed assessment on any residential property shall cease if: (1) For
any residential rental property. any dwelling unit in such property is rented to any
person whose income exceeds :wo hundred per cent.of the median family income
of the municipality; or (2) for any conversion condominium declared after the
designation of the enterprise zone. any unit is sold to any person whose income
exceeds two hundred per cent of the median family income of the municipality.

(c) In the event of a general revaluation by any such municipality in the year
in which such improvement is completed, resulting in any increase in the
assessment on such property, only that portion of the increase resulting from such
improvement shall be deferred. In the event of a general revaluation in any year
after the year in which such improcvement is completed, such deferred assessment
shall be increased or decreased in proporiion to the increase or decrease in the
total assessment on such property as a result of such revaluation.

(d) No improvements of any real property which qualifies as a manufacturing
facility under subsection (d) of section 32-9p shall be eligible for any fixed
assessment pursuant to this section. '

(e) Any such mumcipaiity may provide any aodiuonal tax abatements or
deferrals as it deems necessary for any real property located in any such enterprise
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Ch. 585 : Title 32

cne.
(PA 014458 3,1, P& 224358 2. 8)

History: P A B1-44f effeciive July 1. 1992, PA 32435 orovided scuie of fixed assesaments. inserted Subsecs (¢) and (@)
concera:ag compuiation <f 1ac e.gitinty for suin fizeg assessmenu and inser:ed Subses. (e) aiowing for 83diLGASI Az sbatemen:s Of
duferrals by munic panities

Sec. 32-72. Small business and venture capital loans in enterprise zones.
The commissioner of economic development shall establish and administer a
program of small business loans or venture capital loans to persons seeking to
establish, expand, renovate or rehabilitate small businesses within an enterprise
zone established pursuant to section 32-70: The commissioner shall adopt
regulations in accordance with chapter 54 concerning the qualifications for and
terms of such loans,

(PA 814458 7 11, P.a 02435, 8.5, 8)

History: P A. 81445 effactive July |, 1982, P A $2435 sdded smail dusiness loens 1o the program.

Sec. 32-73. Enterprise Zone Capital Formation Revolving Loan Fund.
There is created an *‘Enterprise Zone Capital Eormation Revolving Loan Fund,”
10 be held in trust by the state treasurer. The proceeds of any bonds issued
pursuant 10 section 32.74 and the paymenis on any loans mads by the
commissioner of economic development pursuant to section 32-72 shall be .
deposited in such fund. The commissioner may draw on suid fund for the purpose
of making loans pursuant o section 32-72, and may charge any expenses
necessary for the maintenance of the program cstabiished by section 32-72 10 said
fund.

(P.A §1.445. S 3. 11

History P A 81-44S ¢ ive Julv |, 1982

Sec. 32-74. Boad issues. (a) For the purposes described in section 32-72,
the state bond commission shall have the power, from time to time, to authorize
the issuance of bonds of the state in one or more series and in principal amounts
not exceeding in the aggregate one million dollars.

(b) AIll provisions of section 3-20, or the exercise of any right or power
granted thereby, which are not inconsistent with the provisions of this chapter,
subsection (a) of section 12-217e, subscction (qq) of section 12-412, section
31-3f and subsection (a) of section 32-9! are hereby adopied and shall apply to all
bonds authorized by the state bond commission pursuant to this chapter and said
sections and subsactions, and temporary notes.in anticipation of the money to be
derived from the sale of any such bonds so authorized may be issued in
accordance with said scction 3-20 and from time to lime renewed. Such bonds
shall mature at such time or times not exceeding (wenty years from their
tespective datcs as may be provided in or pursuant to the resolution or resolutions
of the state bond commission authorizing such bonds. None of said bonds shail be
authorized except upon a finding by the state bond commission that there has
been filed with it a request for such authorization, which is signed by or on behalf
of the commissioner of economic development and states such terms and
conditions as said commission. in its discretion, may rcquire. Said bonds issued
pursuant to this chapter and said sections and subsections shall be general
obligations of the state and the full faith and credit of the state of Connecticut are
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holders of said bonds, appropriation of all amounts necessary for punctual
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CHAPTER 208*

CORPORATION BUSINESS TAX

PART 1

IMPOSITION AND PAYMLENT OF TAX

Sec. 12-217e. Tax credit for certain manufacturing facilities as provided
under sections 32-9p and 32-9r. Additional credits for facilities located in
enterprise zones. (a) There shall be allowed as 4 credit against the tax imposed by
this chapter an amount equal to twentv-{ive per cent of that portion of such tax
which is allocable t0 any manufacturing fazility provided, for any such facility
which located in an enterprise zone des:gnated pursuant to section 32-70 after July
1, 1982, and for which thirty per cent of the smployees of such facility during the
last quarter of the fiscal year of the corporauon are residents of such zone, or are
residents of such municipality and eligible for training under the Fedéral
Comprehensive Employment Training Act, a credit of fifty per cent shail be
allowed. . :

(b) The portion of such tax which is ailocable to such a manufacturing facility
shall be determined by multipiying such tax by a traction computad as the simpie
arithmetical m=an of the foilowing fractions: First, a fraction the numerator of
which is the average month!y net book value in the income year of the
manufacturing facility and machinery and equipment acquired for and installad in
the manufacturing facility, without daducuon on account of any encumbrance
thereon, or if rented 1o the taxpaver, the value of the manufacturing facilitv and
machinery and equipment acquired for and instalied in the manufacturing facility,
computed by multiplying the gross rents pavabie by the taxpayer for the
manufacturing fanitity and such manhinzrv and equirment during the income year
or period by eight, and the denominator of which is the sum of the average
monthly net book value of all real property and machinery and equipment held
and owned by the taxpayer in the stat2, without deduction on account of any
encumbrance thereon and the value of all real property and machinery ard
equipment rented to the taxpayer in the state. ccmputed by multiplying the gross
rents payable during the income year by eight; and second. a fracticn the
numerator of which is all wages. salaries and other compeansation paid during the
income year to employees of the taxpayer whose positions are directly attributable
to the manufacturing facility and the denominator of which is the wages. salaries
and other compensation paid during the income year to all employees of ihe
taxpayer in the state. An employee's position is directly so attributable if (1) the
employee’s service is performed or his base of operations is at the manufacturing
facility, (2) the position did not exist prior to the construction, renovaton,
expansion or acquisition of the manufacturing facility, and (3) but for the
construction, renovation, expansion or acquisition of the manufacturing facility
the position would not have cxisted. For the purposes of this subsection, ‘'gross
rents’’ means gross rents as defined in section 12-218.

(¢) The credit allowed by this section may be claimed only by the initial
occupant or occupants of the manufacturing facility. The owner of the
manufacturing facility may not claim the credit unless the owner is also an

P aalNe 06 wh e Doty Celhieate 20l ey B2 Cluimead i suca income year
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