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1  New York City Independent Budget Office, “Taxing Metropolis:  Tax Effort and Tax Capacity in Large 
U.S. Cities,” February 2000.   
2  Chief Financial Officer, “Tax Rates and Tax Burdens in the District of Columbia – A Nationwide 
Comparison 2004,” Government of the District of Columbia, August 2005.  These results are for 
hypothetical households of four at varying income levels.  For a hypothetical household of four with an 
income of $25,000, New York City ranked 22nd. 
3 Donald J. Boyd, “A Simulation of Business Taxes in New York City and Other Locations,” presentation 
to the Trustees and staff of the Citizens Budget Commission, November 16, 2006.   
4 However, homeowners, including owners of condominium and cooperative units, have been given annual 
property tax rebates of up to $400. 
5 E.J. McMahon, “New City Tax Hikes Raise Likely Job Loss Toll,” Fiscalwatch Memo, Manhattan 
Institute Center for Civic Innovation, May 27, 2003. <http://www.nyfiscalwatch.com/html/fwm_2003-
06.html> 
6 Moshe Adler, Oliver Cook and James Parrott, “Do Tax Increases in New York City Cause a Loss of Jobs? 
A Review of the Evidence,” Special Report/Viewpoint, State Tax Notes February 4, 2002, pp.385-38.  
7 Diane Cardwell, “Mayor Says New York is Worth the Cost,” The New York Times, January 8, 2003. 
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8 Some taxes may be introduced for the primary purpose of discouraging activities that are considered 
detrimental to social welfare.  Effluent charges to discourage pollution and congestion pricing are such 
examples.  For New York City under the Bloomberg administration, perhaps a reasonable example of such 
a tax is the heavy one on cigarettes, designed to discourage their consumption.  Taxes on cigarettes and 
alcohol at various levels of government, however, (sometimes called “sin taxes”) have been instituted 
primarily for revenue-raising purposes.   
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9 The relationship is not so simple given that different firms and households are likely to place different 
values on public services. 
10 Helen F. Ladd, “Effects of Taxes on Economic Activity,” in Helen F. Ladd and Wallace E. Oates, eds., 
Local Government Tax and Land Use Policies in the United States: Understanding the Links, Edward 
Elgar, 1998, Chapter 4, pp. 82-115. 
11 John F. Due, “Studies of State-Local Tax Influences on Location of Industry,” National Tax Journal, 
Vol. 14, pp. 163-173, cited in Ladd, Ibid.. 
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12 Econometrics is the application of statistical techniques to economic analysis.  The same modeling 
techniques can be applied to other disciplines. 
13 Pooled ‘time-series cross-section’ analysis has become popular among social scientists because including data 
for N cross-sections (e.g., states) and T time periods (e.g., years) increases the number of observations available 
and allows models to take into account developments over time.  However, models combining cross-sectional 
and time-series information are vulnerable to statistical inference problems as a result of both dimensions. 
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14 For example, if a coefficient is significant at the 5 percent level, it means that if the experiment were 
repeated 100 times, 95 out of 100 times the result would be within a certain range (two standard deviations) 
of the estimated coefficient. 
15  Timothy J. Bartik, “Business Location Decisions in the United States: Estimates of the Effects of 
Unionization, Taxes, and Other Characteristics of States,” Journal of Business and Economic Statistics 
1985, Vol 3, No. 1 (January), pp. 14-22; also see Robert J. Newman, “Industry Migration and Growth in 
the South,” Review of Economics and Statistics, Vol. 65, 1983, pp. 76-86. 
16 The negative findings for transfer payments are based on government welfare programs prior to the 
Personal Responsibility and Work Opportunity Act of 1996. When enough years of data have accumulated, 
it will be interesting to learn if post-PRWOA spending continues to be negatively associated with local 
economic growth. 
17 L. Jay Helms, “The Effect of State and Local Taxes on Economic Growth: A Time-Series-Cross Section 
Approach,” Review of Economics and Statistics, 1985, vol. 67, no 4, pp 574-582. His model did not directly 
incorporate transfer payments.  Rather this variable was incorporated as the difference between total 
revenues and total non-transfer spending, and its impact was embedded so that the tax coefficients could be 
interpreted as a tax increase (or decrease) that went to (or reduced) transfer payments. 
18 Robert Carroll and Michael Wasylenko  (“Do State Business Climates Still Matter:  Evidence of a 
Structural Change,” National Tax Journal, Vol. 47, March 1994, pp. 19-37) found significant effects on 
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manufacturing employment of both the sales tax  (negative) and spending on primary and secondary 
education (positive); effects were stronger in the 1970s than in the 1980s.  Todd M. Gabe and Kathleen P. 
Bell (“Tradeoffs Between Local Taxes and Government Spending as Determinants of Business Location,” 
Journal of Regional Science, Vol. 44, No. 1, 2004, pp. 21-41), based on an analysis of over 3,700 
establishments that began operation in Maine between 1993 and 1994, found that business favored 
municipalities that spent high amounts on public goods and services, even when these were financed by 
higher local taxes.  However, an earlier article by Gabe (“Local Fiscal Policy and Establishment Growth,” 
Journal of Regional Analysis and Policy, Vol. 33, No. 1, 2002, pp. 57-80) reports no significant impact of 
local government spending on employment for 17,172 Maine establishments from 1996 to 1999. 
19 Timothy J. Bartik, Who Benefits From State and Local Economic Development Policies?, Kalamazoo: 
W.E. Upjohn Institute for Employment Research, 1991. 
20 Therese J. McGuire, “Do Taxes Matter? Yes, No, Maybe So,” State Tax Notes, June 9, 2003, pp. 885-
890. 
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21 Michael Wasylenko, “Taxation and Economic Development: The State of the Economic Literature,” New 
England Economic Review, March/April 1997, p. 49. 
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Households,” Public Finance Quarterly, Vol. 22, No. 2, April 1994, pp. 139-167), for example, estimates 
that employment will change by 6 percent with a 10 percent change in taxes in the Philadelphia area.  
Another study (Stephen T. Mark, Therese J. McGuire, and Leslie E. Papke, “The Influence of Taxes on 
Employment and Population Growth: Evidence from the Washington D.C. Metropolitan Area,” National 
Tax Journal Vol. 53, No. 1, March 2000, pp. 105-124) finds an employment impact of over 20 percent for 
business personal property and sales taxes, but insignificant impacts of corporate and commercial property 
taxes in the Washington, D.C. area.   
23 Joseph Phillips and Ernest Goss, “The Effect of State and Local Taxes on Economic Development,” 
Southern Economic Journal, Vol. 62, pp. 320-33, 1995. 
24 Timothy J. Bartik, “Solving the Problems of Economic Development Incentives,” Growth and Change, 
Vol. 36, No. 2, Spring 2005, p. 142. 
25 Timothy J. Bartik, “Taxes and Local Economic Development:  What Do We know and What Can We 
Know?” Proceedings of the National Tax Association, presentation November 14, 1994. 
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28 Bartik, 1991, op. cit., p. 43. 
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30 Bartik, 1991, op. cit. p. 45. 
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31 New York City offers a tantalizing example when its employment and output growth are compared with 
that of the nation.  From 1986 to 2001, the city’s private sector employment grew at an average rate of just 
0.3 percent, compared to national growth of 1.8 percent. Real gross city product (itself a difficult concept to 
measure), however, grew by 2.7 percent annually compared to national output growth of 2.8 percent over 
the same period. 
32 Wasylenko, op. cit. p. 42. 
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33 If omitted variables that explain the dependent variable are not correlated with the included independent 
variables, coefficients will not be biased.  However, the model’s explanatory power will be reduced. 



 14 

�'	�� ���������� �	�'��	��&	�	��	����	#�����	�
�"���#� �����#	#� �������#	�����&��	�
���� ��� �
�

��
�
�	���#	������	�
�"��	��	�	�
��
�	��������
����	�����������&
�(��.��&
����"��	�#�
��
�������	��	������������	�'��	�����
�)��	'	��	����#�#	���#�����&
�%���
�	���#	�����
����	#�
�����	'	��	������
�����"�� ���� ���
���	����������	'�����"	���;�������� �	�'��	��#�
�� 
��	)������

���� "	��;�� ���&
�(� � .�'	�� 
�	� 
�	��	
������ ��	������
����� ��#� �	����	�	�
� �����	���
�������
	#�&�
��������� �	�'��	��� �
� ��� ��
� ����������� 
��
� 
�	�	� ��� #�����		�	�
������&�&	���
	�����	
������#	��� ��	� ���	� 
�� �����
	� 
�	� ���	� 	��	�
� ��� �� �����	� ��� 
�)	�� ��#� 
��
� ����
��#	��
��#���� ��� &����� ������� �	�'��	�� ��	� �����
��
� ���� 	�������� ���&
�� ��� �
����
�������	
	
C3�
�
H�����"��F��
������������	�'��	����"��	����
����"�#	
	����	#��"�
�	��	'	�����	����������
�'�
"��
�
�	��'������	�� 
��
� ��	���
	�� �����	#� ��#	�	�#	�
���"���
��	
� �H���	)����	�� ��&�&��	��
��"��

���
� ��������#� 
���� ��#��	����	)����������� 	����"�	�
8���
����&����	����"�	�
�
���������#��'	����&��	�
��!����
���
��	����#K������	������	)�	�
���
����
	����D�	�������	�
��	#�
���##�	���
���������	�
��
�
���	� ��� 
�	� �
�
��
����� 
	����D�	�� 
�� #	���&�
�� 
�	�	� ���
�� ��� �����	��� ��� �	��	�

� �  �����
���	�
���
"� ��� 
�	� ��
	���	
�
���� ��#�D����
"� ����	���
���	�����
� � ���
� ���"�#�� 	�������
��
#����� 	����������	�	�����#�����		��'	�� 
�	� ��
	���	
�
���� ��� ���#������ ��
� ���	� 
�	��	
�����
	�������
�� ��	� ���	� 
���� �� ��

�	� �,	�
����� ��� 
�	� 	�
��	� ��	�#
� � *	
	��L	��	#";��"��
�� 
��
#��	���
���$%&������#	��
�	������&�����
�
	�	�
���"����	�������	�
�	�������
�:�
�

• -9� ��'�
	� 
�	��	�#	�� 
�� 
�"� 
� 
� 
� 
�� �#	�
��"����	����������"��
�	���� ����
�	��������
�	��'����
��
���������	����
��#���	��
	��	����	��������������
�
��
�����
	�

/�

• -$�#	�����	�
���	���	#����
���
�
���	��	��	'	#
/�
�

��#����
�#�������������:�
�

• 5	�#��;
��	�	����"� 
�,	�	���������&��,��	������"� ���	��������
� �9
;����
�
�	������	�
�"�&�����	�������
����������
	�
�	��������������"���#�����	
/�

�
 �	�	� '�	&�� �		�� �'	��"� �,	�
����
� � ��� �	�	����� 
	����D�	�� �����'	� ��#� �	���
�� ��	�
�	�����
	#��	���������&��,��
�	��
�	�������	����������#	��
��#���
�
�
�
8
�
���������
��������������
��&��$
�����
��
�
 �	����,����
�	���
	��
��	�
	�������'	�"���

�	�����
��	&����,���
"�����$�
��7�	��	��
�'	�"���#�
�
�#"� ��#� 
��		��	�	�
� �
�#�	�����&	'	��� ����������	&����,���
"
� �.��	����� �
'� ��'� E>?@@G�
	)����	#�
�	������
���������	���
�)	�����'��������	�
�������
�	��	&����,���
"�	�����"
CI��

                                                 
34 Ronald C. Fisher, op. cit. 
35 MIT Press, 2001. 
36 Ronald E. Grieson, William Hamovitch, Albert M. Levenson, Richard D. Morgenstern, “The Effect of 
Business Taxation on the Location of Industry,” Journal of Urban Economics, Vol. 4, Issue 2, April 1977, 
pp. 170-185.  During the period of analysis (1962 to 1971) “the city changed from a hybrid business tax 
structure, most closely approximating a gross receipts tax, to another hybrid tax most closely resembling a 
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gross profits tax.”  The authors used as their tax variable “tax collections divided by the gross returns to 
capital for the industry in the respective years.” 
37 Andrew F. Haughwout, Robert P. Inman, Steven Craig, and Thomas Luce, “Local Revenue Hills: 
Evidence from Four U.S. Cities,” Review of Economics and Statistics, May 2004.  The idea that increasing 
rates of taxation can actually lead to declining tax revenues has a long history in the economics literature.  
However, it came to public prominence during the Reagan years under the name “Laffer curve,” so called 
after its Reagan-era popularizer, the economist Arthur Laffer.   
38 They defined manufacturing employment as the sum of manufacturing, construction, communications, 
public utility, and transportation.  They defined services as FIRE (finance, insurance, real estate); retail and 
wholesale trade; services; federal and state government employment.  
39 Haughwout, et al., op cit.   
40 This holds for relatively small changes in employment.  
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41 Since tax rates are more important within a metropolitan area, the omission of tax changes within the 
region would be of more significance. 
42 Adler, Cooke, and Parrott, op. cit.  FPI also noted the exclusion of New Jersey and Connecticut income 
tax variables. However, their exclusion probably biases the New York City income tax coefficient toward 
zero (lower in absolute value).  If New Jersey and Connecticut had to raise their income tax rates at roughly 
the same time as New York City (and New York State), then omitting these variables from the analysis 
would bias the coefficient toward zero. While FPI also criticizes their use of the change in the Dow Jones 
average as a measure of financial sector volatility, this variable does not appear to be included in their 
employment analysis.  The Dow and the New Jersey and Connecticut income tax rates are both included in 
their revenue hills analysis. 
43 They report at a 10 percent level of significance as compared to the more accepted 5 percent level. The 
sales tax coefficient would not pass a 5 percent test. 
44 Elasticity = % ch jobs/% ch tax rate = (9727/3.053 million)/(-.18/3.35)=.003/.055=-.054   See   
David G. Tuerck, Jonathan Haughton, Corina Murg, and Sorin Codreanu,“Tax Changes in New York City:  
The New York City Tax Analysis Modeling Program,” Beacon Hill Institute, April 2002, p. 17.   
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45 Tuerck, et. al., Ibid. p. 18. 
46 Adler, Cooke, and Parrott, op. cit. 
47 FPI reviewed a working paper that reported results for a somewhat shorter time period than the published 
2004 paper.  The 2004 paper uses data through 2001. 
48 E.J. McMahon and David G. Tuerck, “Taxes and  Consequences: The Gotham STAMP 2006 
Computable General Equilibrium Model,” Empire Center for New York State Policy,  (undated but 
elsewhere on site says December 29, 2005, for PDF format). 
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49 While the 2001 STAMP model provided results on revenue impacts, no such information has been 
provided for the 2006 model.  Therefore, this author calculated the revenue impact and cost per job as 
follows:  FY2005 property tax revenues were $11.6 billion.  This suggests a revenue loss of $1.8 billion 
(=$11.6 x .185/1.185).  Reducing this revenue loss by 10 percent to account for expansionary effects of the 
additional employment (as suggested by reported results of STAMP 2001) yields a net revenue loss of 
$1.63 billion.  Dividing by 26,400 jobs yields a cost per job of $62,000. 
50 Elasticity= % ch jobs/% ch tax rate =  (26,400/2.9 million private employment)/.185 =.009/.185= -.05 
51 Deductibility of property and income taxes blunts the impact of any increases in these taxes, at a given 
federal rate structure; but reductions in federal rates increase effective local tax burdens and, consequently, 
may adversely affect employment even if no change in the city’s property or income tax rates.  The City 
together with the State can have some control over the impact of federal taxation by coupling or decoupling 
various state-local tax provisions. 
52 David G. Tuerck, Jonathan Haughton, Alfonso Sanchez-Penalver,Vadym Slobodyanyuk, Sara 
Dinwoodie, “Methodology, The Gotham STAMP 2006 Computable General Equilibrium Model,” Empire 
Center for New York State Policy.  (In the text of the methodology paper, the model is  called “NYC CGE 
STAMP 2005.”)  The methodology begins on p. 7 of E.J. McMahon and David G. Tuerck, Ibid. 
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53 The 2006 Gotham STAMP model includes “3,800 variables and almost a thousand lines of computer 
code, and every run of the model produces 920 pages of output.” 
54 Mark, et. al., op. cit. 

55 Richard Dye, Therese J. McGuire, David Merriman, “The Impact of Property Taxes and Property Tax 
Classification on Business Activity in the Chicago Metropolitan Area,” Journal of Regional Science, Vol. 
41, No. 4, November 2001, pp. 757-777. 
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56 Therese J. McGuire, “Do Taxes Matter? Yes, No, Maybe So,” State Tax Notes, June 9, 2003, pp. 885-
890. 
57 Fisher, op. cit. 
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58 Bartik, 1991, op. cit.  
59 Timoth J. Bartik, “Solving the Problems of Economic Development Incentives,” Growth and Change, 
Vol. 36, No. 2, Spring 2005, pp. 139-166. 
60 Timothy Bartik, “Who Benefits from Local Job Growth: Migrants or the Original Residents?” Regional 
Studies, vol. 27, 1993, pp. 297-310 (check page numbers against journal); Oliver Blanchard and Lawrence 
Katz, “Regional Evolutions,” Brookings Papers on Economic Activity, vol. 1, 1992, pp 1-75. 
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61 “Professional Business Services in the New York City Economy,” Citizens Budget Commission, July 
1995, “Media and Communications in New York City,”  Citizens Budget Commission, December 1998. 
62 CBC’s 2001 competitiveness score card found the New York metropolitan area to rank fifth in highway 
congestion, the only measure of public investment in the study, among 13 metropolitan areas that are likely 
competitors for business (“New York’s Competitiveness:  A Scorecard for 13 Metropolitan Areas,” 
Citizens Budget Commission, July 2001).  Highways are one of the public investments that have shown up 
as important in the literature. 
63 Citizens Budget Commission, “New York City Could Save More Than $1Billion Annually Through Five 
Productivity Improvements,” Press Release, December 4, 2002.  These proposals, each of which is 
supported by an individual CBC report, are 1) a 40-hour work week for civilian employees, 2) restructuring 
special education, 3) more rational staffing of the police department, 4) streamlined procurement, and 5) 
energy conservation at municipal agencies.  (The first item would lower costs but is not technically a 
productivity improvement; it is a decline in the real wage.) 
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64 Testimony of Marcia Van Wagner before the New York City Council Committee on Economic 
Development, June 11, 2002. 
65 Wasylenko, op. cit., p. 49. 
66 The average monthly Medicaid caseload for New York City has grown from 1,217,397 in 2000 to 
2,312,678 in the third quarter of 2005.  Total Medicaid spending on New York City residents rose from $15 
billion in 2000 to $22 billion in 2004. 
http://www.health.state.ny.us/nysdoh/medstat/quarterly/ssd/quarterly.htm 
67 “Why New York’s Medicaid Program is the Most Expensive in the Nation and What to Do About It,” 
Citizens Budget Commission, April 2006. 
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68 A generally agreed upon principle of sound public finance is that income redistribution should be 
financed at a high level of government, ideally at the federal level.  Differences in local or regional levels 
of assistance may drive out taxpayers from areas with generous policies and may motivate migration of 
poor households and individuals to these more generous areas.  Both of these responses would drive up per 
capita tax burdens in generous areas. 
69 Diane Cardwell, “Mayor Says New York is Worth the Cost,” op. cit. 
70 New York City Independent Budget Office, “Twenty-Five Years After S7000A: How Property Tax 
Burdens Have Shifted in New York City,”  December 5, 2006. 
71 For example, the income tax, favored because of equity, is a relatively unstable revenue stream. 
72 New York City Independent Budget Office, op. cit. 


