
[image: image1.png]CENTER for POLICY RESEARCH of NEW JERSEY




BUSINESS CLIMATE
Business Climate Defined as Private Sector Job Growth:

According to the U. S. Bureau of Labor Statistics, in 2007, NJ added only 3,700 private sector jobs over the previous year.

Comparing private-sector job growth nationally, NJ ranked 41st among the 50 states and significantly behind the northeastern states of New York, Connecticut, Massachusetts, and Pennsylvania, with PA having the lowest rank at 29.   Also, while NJ’s rank remained unchanged from ’06, NY and PA’s ranks improved.
Empirical Analyses and Policy Evaluations

U. S. ECONOMIC FREEDOM INDEX, 2008  (9/08)
Pacific Research Institute

Used more than 100 indicators to assess the ability of individuals to pursue their economic aims.
48/50

In ’04, NJ ranked 42
-2-

ALEC-LAFFER ECONOMIC COMPETIVENESS INDEX, 2007
American Legislative Exchange Council

Used three indicators to assess a state’s economic performance and 16 variables to assess its economic outlook (one-half of which concern tax policy)
Economic performance ranking:

38/50

Economic competitivess ranking:

43/50

SMALL BUSINESS SURVIVAL INDEX 2007  (11/07)

Small Business and Entrepreneurship Council

Measured how “friendly” a state’s policy environment was for entrepreneurship

50/51  (Washington, DC was ranked also)
In ’04, NJ ranked 44

STATE COMPETITIVENESS REPORT 2007 (12/07)

Beacon Hill Institute

Used 42 variables divided into 8 indices to assess how effectively a state can compete for business

43/50

NJ ranked last for environmental policy and 46th in gov’t & fiscal policy

Ranking unchanged from ’06.

In ’05, NJ ranked 36th 
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2008 STATE BUSINESS TAX CLIMATE INDEX  (10/07)
Tax Foundation

Used 5 taxes to assess a state’s business tax climate

49/50

In 4 of 5 taxes, NJ ranked in the bottom 10.

Dropped 2 places from ’07 ranking

As recently as 2003, NJ ranked 33

U. S. TORT LIABILILTY INDEX 2008  (3/08)

Pacific Research Institution

Used 22 variables to assess a state’s tort system

47/50

Survey Research
BEST AND WORST STATES FOR BUSINESS 2008  (1/08)

Chief Executive  (trade publication)

Asked 605 CEOs to rate states using multiple indicators

47/51

Dropped 1 place from ’06 and ’07 ranking
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Noteworthy Findings

· NJ’s rankings were never high in any of these indices, but its bottom-of-the- barrel results is a phenomenon that began around 2003.  Consequently, it is reasonable to conclude that policy actions taken since 2002 have adversely affected NJ’s business climate, both in fact and in perception;
· The trend is downward:  Since this decline, NJ’s rankings in the individual studies either have remained unchanged or gotten worse;

· NJ’s tax policy is cited as a “problem” area in all of the studies on business climates/competitiveness;

· There are several states that are considered to be NJ’s competitors or peers that rank in the top 10.  Here are those states with the number of times they appeared in the top 10 list: Florida (2); Texas (3); Virginia (3) and; Washington (2).  (Nevada and Utah also fared well in these studies, but they are not typically considered as NJ competitors.)
Business Tax Facts

(Source: Council of State Taxation)

· In FY07, NJ business paid a total of $20.2 billion in state and local taxes and license fees;
· Business paid 38% of the total of state taxes collected.  That’s slightly below the nat’l average of 40%;
· Business paid 36% of the total of local taxes.  That’s significantly below the nat’l average of 51%;
· Business paid 37% of combined state and local taxes, which is below the nat’l average of 44% and;
· The Council of State Taxation estimated that state and local taxes exceeded the estimated value of state and local public services benefiting businesses by 78%.
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