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Municipal income tax shift could hurt most Ohio communities
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Introduction
Since the early days of the pandemic, when stay-at-home orders shifted the work of
many Ohioans from their offices to their homes, House Bill 1971, the Coronavirus
Relief Bill, maintained municipal income tax withholding at their old worksites. The
provision allowed cities to sustain services pending a return to normal; it ceases
when the State of Emergency related to COVID-19 ends. A proposal in the Ohio
General Assembly could make it more difficult for many communities across the
state to serve residents.

Senator Kristina Roegner (R-Hudson) introduced SB 3522 to end the provision under
HB 197. Representative Kris Jordan (R-Ostrander) has introduced companion
legislation, HB 754.3 Under these bills, employers would arrange for municipal income
tax withholding for each employee in the individual jurisdiction where they live if
working from home. Staff of the conservative Buckeye Institute have sued4 the city
of Columbus for the same purpose.
The potential impact
The Regional Income Tax Authority (RITA), which collects and administers the
municipal income tax on behalf of 330 jurisdictions in Ohio (51% of all Ohio
municipalities that levy an income tax), estimated the impact of the proposed change
for 300 client cities, looking at the impact of a net shift in income of 10%, 20% and
30%, both in terms of gains and losses. The estimates factored in the credits that
many municipalities have for taxes paid elsewhere. The analysis provides estimates,
but actual impact will depend in the circumstances in each place.

In the middle scenario — a 20% shift in net income — 85% of the cities analyzed
would be net losers. Collectively, the estimated loss ranges from $35 million in the
lowest scenario to $105 million at the highest. About a quarter of cities would lose
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10% or more of their annual municipal income tax revenue; 16% would either not lose
revenue or would gain it.
The cities analyzed are small and medium sized jurisdictions across Ohio; RITA does
not serve Ohio’s biggest cities. The collective loss to Ohio’s biggest cities has been
estimated at $306 million by the Greater Ohio Policy Center.5
Not all cities lose. Based on the RITA analysis and looking at the middle scenario,
about 15% of Ohio’s municipalities would gain revenue. The list of the top 10 cities
that would gain the most revenues includes some of Ohio’s affluent communities.
Table 1
Ten cities that gain the most
Municipality

10% Net
Shift in
Income

Percent loss
with 10% Net
Shift

20% Net Shift in
Income

Percent loss
with 20% Net
Shift

30% Net
Shift in
Income

Percent loss
with 30%
Net Shift

UPPER
ARLINGTON

$2,227,410

8.0%

$4,454,820

16.1%

$6,682,230

24.1%

HUDSON

$471,043

2.0%

$942,085

4.0%

$1,413,128

6.1%

BAY VILLAGE

$442,257

6.6%

$884,515

13.3%

$1,326,772

19.9%

ROCKY RIVER

$422,823

2.8%

$845,646

5.7%

$1,268,468

8.5%

NORTH
ROYALTON

$393,551

2.5%

$787,101

5.1%

$1,180,652

7.6%

AVON LAKE

$390,396

3.5%

$780,793

6.9%

$1,171,189

10.4%

BEXLEY

$331,164

2.8%

$662,329

5.7%

$993,493

8.5%

$313,408

11.0%

$626,816

21.9%

$940,223

32.9%

$312,807

2.4%

$625,613

4.8%

$938,420

7.3%

$298,565

10.1%

$597,130

20.2%

$895,695

30.3%

NEW
FRANKLIN
BROADVIEW
HEIGHTS
WILLOWICK
Source: RITA

Some affluent communities would lose under SB 352. Communities like New Albany
and Solon, for example, have high income residents working from home and
significant employment bases. However, even a loss in the millions to these wealthier
communities would constitute less than 10% of municipal income tax revenues.
Less well-off communities would be harmed the most. Estimates under the 20% net
impact scenario show Jackson and Rio Grande could lose 17% and 16% of total
revenues, respectively; Cardington, 13%; Oakwood, 13%; Lodi, 12%; and Ravenna and
Ostrander, 11%.
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Table 2
Ten cities that lose the most
Municipality

10% Net Shift
in Income

Percent loss
with 10% Net
Shift

MIDDLEBURG
HEIGHTS

($1,007,845)

-5.0%

MENTOR

($1,030,600)

MAYFIELD
HEIGHTS

20% Net Shift
in Income

Percent loss
with 20%
Net Shift

30% Net Shift
in Income

Percent loss
with 30% Net
Shift

($2,015,689)

-10.0%

($3,023,534)

-2.4%

($2,061,199)

-4.8%

($3,091,799)

($1,100,388)

-6.6%

($2,200,776)

-13.2%

($3,301,164)

ELYRIA

($1,168,937)

-3.8%

($2,337,874)

-7.7%

($3,506,811)

-11.5%

NEW ALBANY

($1,190,502)

-3.3%

($2,381,003)

-6.7%

($3,571,505)

-10.0%

BEACHWOOD

($1,387,151)

-4.8%

($2,774,303)

-9.6%

($4,161,454)

-14.5%

SOLON

($1,612,151)

-3.6%

($3,224,302)

-7.1%

($4,836,453)

-10.7%

MAYFIELD
VILLAGE

($1,647,605)

-8.5%

($3,295,209)

-16.9%

($4,942,814)

INDEPENDENCE

($2,301,398)

-7.0%

($4,602,796)

-14.0%

($6,904,193)

-21.0%

YOUNGSTOWN

($3,205,952)

-7.1%

($6,411,904)

-14.2%

($9,617,856)

-21.2%

-15.1%
-7.2%
-19.9%

-25.4%

Source: RITA

Communities that could lose more than $500,000 under the same middle scenario
include Circleville, Steubenville, Fostoria, Sandusky, Grove City, Worthington, Medina,
East Cleveland and Bedford Heights. Youngstown could lose up to 14.2% of its
revenues, or $9.6 million a year under the middle scenario — the hardest hit of any
community analyzed by RITA.6
The loss would come as communities struggle in the pandemic recession.7 The
Brookings Institution found Ohio’s big cities were among the most at-risk from the
pandemic because of their dependence on municipal income taxes.8 In addition, state
cuts and elimination of revenue sources have taken more than a billion from local
governments over the past decade.9
Conclusion
There could hardly be a worse time to cut Ohio’s communities. Ohio’s local
governments provide an outsized share of the funding and delivery of essential
services. Cutting revenues for public services as the pandemic surges works against
the common good. Ohio lawmakers should not pass SB 352 / HB 754.
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