
Downtown Development: 
 

Economic Development Programs 
in Michigan 

 
  

 
 



There are a number of redevelopment 
tools available to downtowns as enabled 

by the State of Michigan 



The goals for many programs are very similar, 
although the specifics differ.  Goals include: 

!  Expanding and strengthening the local tax base 
!  Supporting new development or jobs  
!  Attracting new private investment by utilizing 

public dollars 



Currently the state has a number of programs 
geared to assist with economic development in 
urban, suburban and rural communities.        
 
Major program categories: 
  
* Federal Zone programs 
* Grants or Subsidies 
* Tax Abatements 
* Loans 
* Financing Programs and Authorities 
* Jobs and Employment programs 
 



DOWNTOWN DEVELOPMENT AUTHORITIES  (DDA�s)  
Enabling Act:   1975 P.A. 197; 1993 PA 323; M.C.L. 125.1651 et seq., M.S.A. 5.3010(1) 
 
Program Description:      Downtown Development Authority legislation allows local 
units of government in Michigan to establish an authority in designated downtown 
areas. Established DDAs are eligible for tax increment financing, public and private 
grants, and have taxing power.   Downtown Development Authorities can raise 
revenue for physical improvements by the use of tax increment financing, issuing 
revenue bonds, tax levy (subject to municipal population requirements), and grants.   
All DDA expenditures must be used for the DDA District only. 
 
Eligibility:    Any city, village or township may establish one contiguous Downtown 
Development Authority.  
 
Interesting facts:  Downtown Development Authorities were the first incarnation of 
tax increment financing in the State of Michigan. Tax increment finance districts now 
additionally include Local Development Finance Authorities (LDFA�s) and Brownfield 
Authorities (BRAs).   DDAs in municipalities with 1 million or more in population are 
authorized to levy a tax on DDA businesses of up to one mill, and in municipalities 
under one million, DDAs may levy up to two mills on DDA businesses. 
 



LOCAL DEVELOPMENT FINANCE AUTHORITIES  
Enabling Act:   1986 PA 281, 2000 PA 248; M.C.L. 125.2151, M.S.A. 3.540(351) 
 

Program Description   Until 2000, LDFAs were essentially tax increment finance 
districts for manufacturing and agricultural.   Recent expansions of the LDFA Act 
included high-tech businesses as a targeted industry type and for the creation of a 
limited number of state-subsidized Certified Technology Parks, also known as 
"SmartZones," conceptually defined as �public-private high-technology nodes.�  
LDFA�s use tax increment finance plans which capture and retain property tax 
revenue increments beyond an established base year.  
 
Interesting facts:   LDFA amendments also allow for multi-jurisdiction authorities, 
the first such allowance of tax increment financing across lines of local units of 
government.  LDFA amendments also included an expansion of the class of 
allowable property on which district revenue could be spent, including private 
property if the LDFA contains a Certified Technology Park (SmartZone). 



BUSINESS IMPROVEMENT DISTRICTS   (BID�s)  
Enabling Act:   1961 PA 120, 1999 PA 49, M.C.L. 125.981 et seq.; M.S.A. 5.3533(1) et seq. 
 
Program Description:  BID�s are an expansion of the Principal Shopping Districts 
Act of 1961 and allow qualified downtown and commercial areas (including multiple 
units of government) of cities to levy a special assessment (in addition to ad 
valorem property taxes) for district improvement. Tax revenues may be bonded 
against to finance district improvements. 
 
Eligibility Criteria:   Primary benefits include multi-municipality districts and special 
assessment authorization to finance necessary improvements and maintenance of 
business districts. Similar to Principal Shopping Districts, only cities (or groups of 
cities) may establish Business Improvement Districts. Established BIDs or Principal 
Shopping Districts may do all of the following within the district:  
* Open, widen, extend or realign highways or pedestrian walkways 
* Acquire, maintain and improve off-street parking lots 
* Promote economic activity in the district, specifically by initiating market research, 
public relations campaigns, institutional promotions and sponsorship of special 
events and related activities.  
 
Interesting facts:  Successful Business Improvement Districts in other major cities 
(New York, Philadelphia) led partly to the passage of BIDs in Michigan.  

   



Business Improvement Districts (con�t) 
 
Business Improvement Districts are governed by a locally-determined Board including 
appointees from each city in the BID and business representatives as nominated by 
businesses and property owners in the BID.   If any single business or property owner is 
projected to pay more than 50% of the special assessment for district improvement, that 
business or property interest shall constitute a majority of the total board membership.   
For BIDs created after 1992, revenues from special assessments may not exceed 
$10,000 per parcel. 
  

If a city or set of cities in a BID choose to levy a special assessment, then they must 
develop a marketing and development plan, and identify the different classes of property 
owners who are going to be assessed and respective assessment amounts.  
 
Principal Shopping Districts   (PSD�s) 
 

Business Improvement Districts are an expanded form of Principal Shopping Districts – 
the major difference being that BIDs may be established that are comprised of one or 
more cities. Multi-jurisdictional PSDs are not allowed. Also, cities may establish more 
than one BID, but may only have one PSD in their jurisdiction. Mandated board 
composition of PSDs is similar but not identical to BIDs.     



BROWNFIELD REDEVELOPMENT 
Enabling Act:    1996 PA 381, 2000 PA 145; M.C.L. 125.2651 et seq. ; M.S.A. 3.540 (2651); (Tax 
Credits) 1975 PA 228; M.C.L. 208.38d; M.S.A. 7.558 (38d);  
 
Program Description: The program supports "cool cities" redevelopment in 
downtown and near-downtown areas by providing an incentive-based tax credit 
program to foster redevelopment of contaminated industrial and commercial sites. 
Under Michigan's brownfield law, owners and operators of blighted or abandoned 
sites are no longer required to pay for clean-up actions unless they caused the 
problem. Buyers and lenders are now reliability protected from liability 
under Michigan law.  Since June 2000, the program has awarded more than $273 
million in credits that in turn have generated more than $3.8 billion of private 
investment in Michigan's older communities and suburbs.   
 
Eligible investment:  includes building demolition, construction, restoration, 
alteration, renovation, or improvement and the addition of machinery, equipment, 
and fixtures after the date that eligible activity on that eligible property has started 
pursuant to a brownfield plan.   Eligible property means property that is a facility as 
that term is defined in the Natural Resources and Environmental Protection Act, PA 
451 of 1994. 
 



ECONOMIC DEVELOPMENT PLANNING & INFRASTRUCTURE 
GRANTS  
Enabling Act:   
1984 PA 270 (Michigan Strategic Fund Act); M.C.L. 125.2001 et seq., M.S.A. 3.541(201) 
Program Description:   Administered by the Michigan Economic Development 
Corporation, the Michigan Strategic Fund offers these programs to defray costs 
associated with site development for brick and mortar economic development projects. 
Grants and low-interest loans are available for qualified projects, with a required local 
funding match of 10 percent for the larger infrastructure grants. 
 

Economic Development Planning Grants are available to local units of government 
with fewer than 50,000 in population for costs associated with planning for economic 
development projects, including design and site planning. Grants may not exceed 
$50,000, and a local funding match of at least 10 percent of the proposed project costs.  
 

Economic Development Infrastructure Grants assist local units of government with 
costs associated with public infrastructure improvements necessary to attract state-
targeted businesses. These Grants come in two types: those funded with federal 
Community Development Block Grant Funds (CDBG) through the MEDC and those 
funded by the Michigan Strategic Fund through the MEDC. Local units with less than 
50,000 in population and non-urban counties are eligible for CDBG-funded infrastructure 
grants; local units with at least 50,000 in population and urban counties are eligible for 
local (county) CDBG funds.   



TRANSPORTATION ECONOMIC DEVELOPMENT FUND GRANTS  
Enabling Act:   1987 PA 231; M.C.L. 247.909, M.S.A. 9.393(109) 
 
Program Description:   Administered by MDOT:   
* Category A grants target specific industries (Agriculture/Food Processing; Tourism; 
Forestry; High Technology Research; Manufacturing; Mining; Office Centers)  
* Category C grants aim to reduce congestion on county primary and city major streets 
within urban counties including advanced traffic management systems.  
* Category D grants fund projects for the state trunk line system in rural areas 
* Category E grants create and improve forest roads.  
* Category F grants are used for road improvement for urbanized areas in rural counties. 
The balance of MEDF grant descriptions is limited to Category A grants, as these have 
industry-targeted economic development as the primary program objective.  
 
 



Two projects in downtown Ann Arbor have taken advantage 
of one or more of these incentives/economic development 
tools in a public/private partnership of some kind.   These 
partnerships include:      
 

  * Ashley Mews 
  * Liberty Lofts 
   



Ashley Mews 
Constructed:   2000-2001 
Developer:   Syndeco Realty Corporation  
Project Description:   9 story office tower with 5 penthouses (4,000-5,000sf 

 each) and retail, plus 51 residential townhouses, 120 parking spaces  
Incentives Utilized:   DDA grant of $600,000 for pedestrian improvements, 

 $75,000  for affordable housing, and provision of 100 parking  
 spaces under contract 



• Challenge  - Marketing  

A number of questions to be answered if a project is to succeed. 

!  Where is the residential market?  Apartments? Condos? $300/sf?  $400/sf?  
One-floor or townhouse? Near campus or Main Street?   

!  Where is the office market?  Large floor plate?  Small funky high tech?  
Central location – different for each segment. 

!  Where is the retail market? Large space?  Small space?  Location? 

!  How deep is the market?  Is the customer base growing? Radius to draw 
from?      



Liberty Lofts  
Constructed:   2004 - 2006 
Developer:    Morningside 
Project Description:  Historic preservation and attractive 

 reuse of a functionally obsolete manufacturing 
 plant.   Construction of 68 residential 
 condos, 152 parking spaces, and 19,000sf 
 retail area.  

Incentives Utilized:   Project did not seek a Brownfield 
 grant but did pursue/receive a DDA Partnerships 
 grant of $600,000 to defray the cost  
 of �public benefit� elements of this  
 project, including new sidewalks and  
 storm water detention.  



 
  

 
 

    Reuse of the former 
Eaton manufacturing 
plant on the block 
bounded by S. First/ 
W. Liberty/ Second/ 
W. William Streets 



!  Historic preservation and 
attractive reuse of a functionally 
obsolete manufacturing plant 

!  Construction of 68 condos  
!  Pedestrian improvements, 

including restoration of two 
sidewalks that had been 
reduced to accommodate 
diagonal parking 

!  Parking for the project is 
completely on site, with 98 
spaces provided for residents 
and 54 spaces provided for 
retail customers and employees 

!  Remediation of contaminated 
soils 







LIBERTY LOFTS:    CHALLENGES  /  SOLUTIONS 
 
 
!  ENVIRONMENTAL  
Contamination:  The site was classified as a �facility� by MDEQ.  Eaton 

remediated soils so Morningside had no standing to apply for Single 
Business Tax credits.  

Liability:  A Baseline Environmental Assessment was obtained from MDEQ to 
provide a liability shield from the pre-existing contamination, so no 
cleanup was required. 

 



LIBERTY LOFTS:    CHALLENGES  /  SOLUTIONS  (continued)  
!  HISTORIC  
 

Select demolition of accessory/unsound structures. The plant was 
comprised of 9 contiguous structures.  Morningside hired a structural 
engineer to assess structural integrity and make recommendations on 
residential feasibility.  Toured the plant with every OWS Board Member and 
consultants to explain the buildings condition.  The Historic Commission 
required the reuse of the two principal structures/agreed to the demolition of 
the remainder whose historic significance was far less. 

Addition of private outdoor living space. rooftop penthouses/terraces were 
approved in lieu of balconies at 5th floor to reduce amount of balconies.  In 
return, balconies were approved for floors 2, 3, and 4. 

Replacement of steel industrial windows.  It was agreed to install historically 
accurate aluminum windows on floors 2 through 5 and to restore the 
existing steel windows at floor 1 and in the commercial building. 

New Construction. Proposed a building that fit within the existing footprint of 
the demolished Tannery structure and at the same height (5-stories) as the 
existing structure that was being preserved.  



LIBERTY LOFTS:    CHALLENGES  /  SOLUTIONS  (continued) 

!  STORMWATER:  The entire site is located within the floodplain 
and much is also located within the floodway (flood flow). 

 
Insurance: Worked with FEMA and MDEQ to determine if the project was insurable:  

Residences are located on the second floor of the building, approximately 5� above 
the Base Flood Elevation (BFE).  The first floor contains parking and lobby functions 
and is equipped with flood louvers in the facades to allow the ingress and egress of 
water through the building in the event of a flood so that hydrostatic pressure against 
the building is equalized.  Insuring the commercial utilizes a different approach.  

 
Stormwater detention required by City Ordinance: Since in a downtown location, land is 

too valuable to create an excavated basin for storage.  Therefore, the detention 
system consists of a series of 4� diameter pipes buried in the ground. LL donated its 
footing drain disconnect credits (footing drains collect storm water and relieves 
pressure around a home�s foundation.  In newer homes, the drains empty into a 
basement sump and the water is pumped directly into a storm sewer.  In homes 
constructed prior to 1980, the drains were connected to a sanitary sewer, and in 
periods of significant rainfall, the city�s sewage treatment plant can become 
overtaxed.  The City requires new developments to mitigate their increased sewage 
generation by disconnecting a certain number of footing drains.  In a unique situation, 
the former Eaton factory�s sewage generation was significantly greater than that of 
the proposed project.  Morningside donated its 12 footing drain disconnect credits to 
the City, which applied them to Avalon Housing�s Carrot Way affordable housing 
project on the north side of the city. 

 
 



LIBERTY LOFTS:    CHALLENGES  /  SOLUTIONS  (continued) 

!  ZONING: 
Zoned M2, would not permit the redevelopment.  Needed to be rezoned to C2A 
 

Affordable Housing - No formal requirement to include, but significant informal pressure.   



LIBERTY LOFTS:    CHALLENGES  /  SOLUTIONS  (continued) 

!  CONSTRUCTION:     Special costs for: 
 
Extensive demolition – total, select, and sandblasting. 

Asbestos remediation. 

Unforeseen soil conditions and unforseen foundation conditions. 

Flood proofing. 

Replica aluminum windows / Restoration of steel windows. 

Stormwater detention. 

Restoration of masonry and exposed concrete building frame. 
Outreach:  Worked diligently to cultivate and maintain relationships with 

community stakeholders, municipal officers/staff, and neighborhood 
residents. 



LIBERTY LOFTS:    CHALLENGES  /  SOLUTIONS  (continued) 

!  MARKETING: 
 

Residential pioneering sales prices in excess of $300/sf:  Had to overcome 
community skepticism from disappointing performance of predecessor 
projects (Ashley Mews penthouses, the Collegian, 150 Fifth Street, etc.) that 
aimed at the high end of the market with sale prices over $400/s.f.  Began  
marketing the project in March 2004 when there was almost no competition, 
and no other adaptive-reuse manufacturing plants to convert, which meant 
they had a unique hard loft product offering. 

 

Commercial:  Ongoing challenge.  On the one hand it has great visibility on 
Liberty Street, onsite parking over 50 surface spaces (unique in a downtown 
where land prices are exorbitant), unique character (glazing, clear span, 
19,000 sf).  On the other hand it is not in the downtown core, which makes it 
a destination location, and the local economy is struggling.  Shell 
renovations (extensive steel sash glazing restoration and sitework are 
nearing completion). 

 




