The Key to Attracting Businesses
Earlier this year, Texas Gov. Rick Perry made headlines for a bold advertising strategy aimed at
four states with notoriously bad business climates: California, Illinois, New York, and
Connecticut. Perry invited businesses there "to hit the emergency exit" and make a break for
Texas.[1] While officials in these states dismissed Perry's audacious campaign as little more than
a stunt, Texas' incredible success at creating new jobs demonstrates that it is more than just
talk. More people and businesses are voting with their feet to go where taxes and regulations are
lower.
The success of Texas-which has no income tax-is clearly evident. In 2012 CNBC ranked Texas as
the best state for business in the nation-overcome in 2013 by another no income tax state, South
Dakota-and in 2013 Forbes placed seven Texas cities in its list of "Best Cities For Future Job
Growth" with the top four all being from Texas.[2] In contrast, California, which has the highest
income tax in the nation at 13.3 percent, was ranked 47th in CNBC's 2013 poll and only saw one
city-Santa Cruz-in the Forbes "Best Cities" list.[3]
Aside from rankings, Texas' success in creating jobs is in the numbers. Despite accounting for
only 8.4 percent of the United States' population, Texas accounted for 43 percent of the jobs
created between February 2009 and May 2013.[4] Over the past five years, Texas has added
889,685 jobs, including 303,000 in the past year alone, much more than any other state. Compare
that to the high tax states of California, New York, and Illinois, as the Golden State-despite a
larger population-added only 119,659 in the past five years, and New York and Illinois together
lost 568,195 jobs over the same time period.[5] A 2010 article in The Economist even noted that
the average New Yorker or Californian could take home between 9 and 11 percent more of their
income by relocating to Texas.[6]
Additionally, it appears that Gov. Perry's pitch to California businesses was not so much needed
to convince businesses to leave, just to adjust where they were going. In 2010, the Nevada News
& Views noted that dozens of large and medium sized businesses had been fleeing California for
the better part of a decade, many setting up shop in the low tax and low regulation environment of
Utah, which has a flat individual and corporate income tax of 5 percent and was ranked as the
second best state for business behind Texas in 2012. Some of these companies included computer
software giant Adobe, internet auctioneers eBay, and the massive computer game designer EA
Games.[7]
This phenomenon of low tax/low regulation states seeing more population and job growth is not
limited to Texas. From 1995 to 2010, the nine states with no personal income taxes gained

approximately $146 billion in income, while those with the nine highest lost approximately $107
billion. To take a broader view over that same time period, the ten states with the lowest per
capita tax burden gained roughly $70 billion, while those ten with the highest per capita tax
burden lost $139 billion. To continue the Texas-California comparison, in this timeframe Texas
gained $22 billion, California lost $32 billion. In his book How Money Walks, which tracked the
movement of roughly $2 trillion in income from 1995 to 2010, Travis Brown, head of a public
affairs and advocacy firm, concluded simply "Incomes move where taxes were lower."[8]
Census data backs up that conclusion. The fastest growing states in the past year were those with
low taxes, while high tax states saw corresponding drops in population. In 2012 alone, three of
Nebraska's neighbors-South Dakota, Wyoming, both of which have no income tax, and Colorado,
which has a 4.63 percent flat rate-saw their populations increase 1.2, 1.6, and 1.4 percent
respectively. Other states seeing population booms were the no income tax states of Texas,
Florida, and Nevada, and the low tax and low regulation states of Utah and Arizona. Conversely,
the high tax states of New Mexico, Illinois, Michigan, New York, Connecticut, Vermont, Rhode
Island, Ohio, and New Jersey, all saw population growth slow between 2.8 and 5.9 percent.[9]
This trend is visible over the long term as well, as the 2010 census showed seven of the nine no
income tax states have population growth higher than the national average, and the two of the no
income tax states that did not cross that threshold still saw the highest growth in their
regions.[10] To put this all in relation to Nebraska, the Cornhusker state's population growth in
the last census was 6.7 percent compared to the national average of 9.7 percent.[11] However,
between 2008 and 2010 the state's average population growth did exceed the national average,
and between 2010 and 2012 the growth was much closer, with Nebraska growing 1.6 percent and
the national average being 1.7 percent.[12]These increases are likely the result of Nebraska
weathering the economic downturn better than most states did,[13]emphasizing the point that
people will move to where they can make a living. Still, despite this growth Nebraska still has not
kept up with the immense growth of other states, particularly those with no income taxes, leading
to some speculation that Nebraska may lose a congressional seat in the next census, something
that has not happened since 1960.[14]
If Nebraska wishes to follow Texas' example, and to a lesser extent the examples of its neighbors
in South Dakota, Wyoming, and Colorado, then it is clear what must be done. Lowering taxes and
regulations are the only way to make Nebraska attractive to businesses and convince them to
relocate here. The diametrically opposed policies of Texas and California demonstrate how key
taxation and regulation are in determining whether businesses stay or go, and if Nebraska wants
people and businesses to come and work here, they need to follow Texas' example rather than
California's.
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