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 Your tax system should look
like you did it on putpose.

Richard G. Sims
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Soutces: Southern Economic Journal , 2006, Bruce, Fox & Tuttle; Norzh
Carolina Tax Guide 2002 ; various state studies. .
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hyis a low elastiity something to be
oObomBma about? =~
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" Do low business taxes lead
to economic growth?

Richard G. Sims
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imum Corporate Tax Rate

Max

The 45 States with a Corporate Income Tax

Federation of Tax Administrators
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"Best
Business
Climate"

Business Climate Rankings

According to the November 2008 issue of

Site Selection magazine

| VO_n ﬁ:m ﬁoc Ao S:_Ama mﬁmﬁm_m

none were among the 10 fastest @_,oé_:@.
states—

but three were among the slowest 10.

7

» Of the top 25 “Best Business Climate
states, only 10 grew as fast as the average

of the 50 states.

2

» Of the top 25 “Best Business Climate
states, 3 were in the top ten fastest growth
states—but 6 were among the 10 slowest

performing states.







Shares of Total Business Costs

Direct Labor _Lm.oﬂxu. B State Corporate

Income Taxes
0.27%

0%

Source: U.S. Department of Commerce, National Income and Product Accounts, 2003. Richard G. Sims
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Firms mm% Labor Their Major Cost
Considerations When Expanding or
Relocating a Business

CostFactor ~ Manufacturing (%)

Labor | 36
Transportation 35
Utilities . A7
Dcoupancy | 8
Taxes 4

Total | 100

400

Source: Robert M. Ady, “The Effects of State and Local Public Services on Economic
Development,”New England Economic Review, mm&ﬂ,& Reserve of Boston, March/April, G@N

Richard G, Sims
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- Colorado

rmmwm_—m..ﬂ.ﬂ.m D Btate Cepitol, Denver, CO 30203-1784
. | (303) B66-3521 FAX: 866-3855 TOD: 8663472 |
Council o |

Factors Affecting Location Decisions; Business Climates; and State and Local Tax
- [Treatments

Summary

The most important factor in a company's location decision is the availability
and skill of the labor force. Other important factors include the cost and availability
of land, the lecalinfrastructure, the proximity to natural resources, the quality of life,
and the proximity to universities or research institutions. Most studies found that,
when deciding where to do business, businesses considered ease of incorporation,
regulatory burdens, and tax burdens less important than those factors listed above.




- «("800¢ u1) Bupeiedo

oq 0} Jeadde p.iyj)-suo uey) aiow ol e AJUO ‘966
Ul 8ouejsisse JualwdojeAsp oILIOU0I8 paajede. Jey)
S|enplApul Jo sejuedwod G| | Jo ejdwes e Jo Jno, |

SBI)UN0Y SESUEY| U0 Sjoedu| JIWOU0IT aU) pue |
ms_smen_ Juswdojaas( 91wou03 uo juadg seH sjels
mﬁ mz_s_.é 2: 9..5::38 Eas%_gmn o_EoSom

[sesuey joaEig w0 W |
| Mpny 3sod jo S_ms_n_ mém_m_mm,_ ayy g _
2aPIWW0Y Jipny 80d dAe|siBa] ay) o) Hoday v |



Top Reasons Businesses Give for
| Choosing One City Over Another

 |1. Education, Education, Education.

2.Speeding up the Permitting Process and
Simplifying the Bureaucracy.

3.The Adbvmawoﬁmbom of Tax Incentives.

Source: Natalie Cohen, American Capital Access, in “Business Location Decision-
Making and the City: wH_mem Companies Back,” wsvrmr@o._ by the Brookings

Hbmﬂgﬁo 2000. Richard G. Sims
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work _ move up the economic
Iadder) is to give bm&&m access to
first-rate education so they can
acquire the skills needed to
advance.”

Treasury Secretary Henry Paulson

Richard G. Sims
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The Economic Development
Administration

| “In the New Economy, knowledge,
rather than natural resources, is the raw
material of business.”’

From: The importance of Quality of Life in the Location
Decisions of New Economy Firms, U.S. Economic
Development Administration, 2002. |
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Education as a taxpayer
investment

%Qu%a&mﬁm return V¢
mazoaﬁ ion mx m Q xmﬁ:.

| Long-term return on common stocks: 6.3%

| Public return on investment in education:* 14.3%

*Tncludes dividends and price changes.

**¥E lementary and Secondary, includes additional taxes and reductions in social service outlays.

Sources: Stockmarket evaluations from a literature survey reported in “Long-term Returns,” by Victor
Niederhoffer and Alex Castaldo, April 2004; education information from “Returns to Investment in Education: A
Further Update,” by George Psacharopoulos and Harry Patrinos, World Bank, 2006
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