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PENNSYLVANIA’S KOZ PROGRAM SHOWING SIGNS OF SUCCESS  

 
Over two years ago the Pennsylvania General Assembly approved a plan to turn some of the most 
underutilized, undeveloped, and economically challenged property in the state into places where 
economic growth and opportunity could flourish.  That plan has enjoyed considerable success; 
and in some cases, has exceeded expectations. 
 
The Keystone Opportunity Zone (KOZ) program takes land, which may or may not contain 
structures, and attempts to attract business and residential development by eliminating most state, 
local, and school taxes for any such property in a zone.  The two main differences between a 
KOZ and other economic development projects such as targeted tax abatements, tax increment 
finance, and the like is that first, the KOZ does not proceed with a specific business or project as 
the designated target. Any enterprise choosing to build in the zone will receive tax benefits. 
Second, the tax benefits accrue over time rather than as up-front capital.   
 
The Allegheny Institute recently released the second annual report on the KOZ program covering 
the period of February 26, 2000 to February 25, 2001.  There were several important findings for 
the second full year of the program: 

• 71 new business projects located in the zones, with 20 locating in the Philadelphia KOZ. 
• The 71 projects resulted in the creation of 3,260 new jobs, the retention of 1,997 jobs, and 

capital investment of nearly $280 million.   
• Over half of the new jobs--1,827--came from out of state companies that located 

operations into a Keystone Opportunity Zone. 
• Counties, municipalities, and school districts in the KOZ program waived a combined 

$6,603,309 in real estate taxes from zone parcels still privately held.   
 
For the combined first two years of the KOZ program, 141 projects have led to the creation of 
6,654.5 jobs, the retention of 4,639 jobs, and over $553 million in capital investment.  The initial 
success of the program led to the passage of Act 119 of 2000, which created 12 Keystone 
Opportunity Expansion Zones.  These expansion zones began operation in March of 2001.   
 
It is noteworthy that some zones have seen much more development activity than others.  The 
two best performers to date are the Philadelphia KOZ (38 projects), and the North Central KOZ 
(16 projects).  At the opposite end of the spectrum are the Southeast KOZ (2 projects) and 
Northern Tier KOZ (0 projects).  The table below details the counties in these Zones.  This 
uneven performance may be a result of the fact that some sites were better equipped with vital 
infrastructure (water, sewage, electricity, etc.) than others.  At this time, many corporations and 
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redevelopment agencies are undertaking site development projects in order to set the stage for 
future growth at these sites. 
 

Keystone Opportunity Zone  Number of Projects Areas Covered 
Philadelphia 38 City and County of Philadelphia 
North Central 16 Cameron, Clearfield, Elk, Jefferson, 

McKean, and Potter Counties 
Southeast 2 Berks, Bucks, Chester, Delaware, 

Lancaster, and Montgomery Counties 
Northern Tier 0 Bradford, Susquehanna, and Wyoming 

Counties 
 
As such, the KOZ program is still a work in progress in some parts of the state.  As expansion 
zones come on line with new sites and other sites are upgraded with the necessary infrastructure, 
the KOZ program may become a model of economic development for other states to emulate.  As 
evidence of the program’s success, the magazine Business Facilities selected the Keystone 
Opportunity Zone program as the recipient of its annual "Statewide Economic Development 
Strategy" award in 2001.   
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Note:  On Saturday, May 26, Jake Haulk will be the guest speaker at this months Rascals meeting 
to be held at the Holiday Inn, McKnight Road at 9:00 am.  The topics will include USAirways 
merger and financing a new Penguins arena.  Please RSVP by Friday, May 24, at 4:00 pm to 
Woody McVicker:  (phone) 412-487-3065, (fax) 412-487-2969, or via e-mail 
woodymcv@telerama.com.    
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