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Will Reducing State Income Taxes Stimulate
Economic Development? Myths and Realities

ABELL SALUTES: Johns Hopkins research scientists argue:
Educational Opportunity = Maryland’s personal income taxes are not

Program at Lake out of line; Maryland is not a “high tax state;”
Cliton High School: a reduction in the state’s personal income tax
softheartsand hard | wjill not stimulate economic development.
data" are makmg a by Michael Bell, Principal Research Scientist, Johns Hopkins Institute For Policy
diﬁerence o Studies andurray Johnston, Research Assistant

In this paper, two Johns Hopkins research scientists examine the arguments advanced b
In the realm of urban public edu- those advocating that the state’s personal income tax needs to be lowered significantly so a

cation, what works is hard to find. Thie tostimulate economic development. The paper has been commissioned by The Abell Foundatic

problem lies partly in definition; what asa contribution to the discussion looking to arrive at the appropriate state tax policy.

do we mean by “working”? Skeptic
insist on seeing hard data before mak-  Maryland’s economy is not healthy. In response to the challenges pre-
ing the judgement that an interventign It has been undergoing major restruc-sented by these trends, Governor
is indeed working. turing and downsizing for the last 10 Glendening created the Maryland Eco-

These skeptics will like what they years, and prospects for the immediatenomic Development Commission to
see when they examine the data thafuture are not bright. Maryland’s manu- develop a strategy for overcoming the
makes the case for the “Educationalfacturing sector continued to decline in State’s anemic economic performance.
Opportunity Program” (EOP) operat- the first half of the 1990s — at twice the Their report,Strategic Directions for
ing in Baltimore City’s Lake Clifton-| rate of manufacturing nationally. Cuts Increasing Maryland’s Competitive-
Eastern Senior High School. Fromin federal employment ripple through ness documents the State’s economic
1986 through 1994, to take only onethe state’s economy and federal re-problems and proposes a comprehen-
set of data, of 177 students enrolled|insearch facilities in the state are vulner-sive strategy to promote job growth in
the program, 11hot only stayed in| able to future federal budget cuts. Firmthe state. One element of that strategy,
school through graduation but were restructuring and downsizing affects reducing the state personal income tax
accepted into collegethisinaschool| the State’s traditionally strong indus- in Maryland, has received significant
where 70 percent of the students areries such as transportation, utilities, attention in the press and the 1997 ses-
entitled to free lunch; where histori- finance, business services, and healttsion of the General Assembly. In short,
cally less than 30 percent of its stu-services. According to Charles the report concludes that Maryland’s
dents graduate; and where the per capitdicMillion, President of MBG Infor- high personal income taxes createc
income of the families is less than mation Services, there has been no redlag that is deterring both existing and
$15,000 a year. That is “working” by job growth in Maryland for the past 12 out-of-state firms from investing in the
the strictest of definitions. months!

(continued on page 8) continued on page 2




continued from page 1 states have no state personal incomeaonal income tax collections in Mary-

. tax*and only five states have maximum land to only state personal income taxes
state and state personal incCome taxefy, 5 qinal tax rates for their state per-in Virginia, North Carolina, New Jersey
should be lowered by 15 percent by oo income taxes that desverthan  and all the other comparison states is a
1999 and another 10 percent after thaty;aryiand's 5.0 percertt. In reality misleading mixing of apples and or-

The purpose of this paper is 10 \yarvjangd's state personal income taxanges which gives a distorted picture of
examine more comprehensively and " strycture is relatively low, even the relative burden of financing state and
systematically the arguments advanceqy e, compared to the maximum rateslocal governments and leads to inappro-
by those advocating that Maryland's ¢, iate personal income taxes in ourpriate policy conclusions.
personal income tax needs to be 10W-aiqhhoring states—e.g. Virginia, 5.75  An alternative perspective on this
ered significantly to stimulate private o cent: North Carolina, 7.75 percent: issue can be gained by simply examin-
economic activity and critically impor- - njay Jersey, 6.37 percent; New York, ing the marginal personal income tax
tant related issues. By examining the; 155 percent; and Ohio, 7.0 percent.rates for various states. Data collected
facts, we can sort out the myths and,, 5qdition, all of these states have afromthe October 19%tate Tax Guide
preconceived notions from reality and 1,6 hrogressive rate structure for theirindicate that Maryland’s marginal tax
make a more informed policy judge- giate personal income tax than Mary-rates forlocal income taxes are rela-
ment about how best to promote eco-j5ng | goking only at this information, tively high. This information, con-
nomic development in the State. one would conclude that Maryland’s  tained in Appendix B, indicates that of
state personal income tax structure the sixteen states that have some au-
should be made more progressive thority for local income taxes, only

Personal Income Taxes and that there is some room to actu- Kentucky, New York, Ohio and Penn-
in Maryland Are Not Out ally raise the top marginal tax rate  sylvania have maximum local tax rates

Of Line: The View That some. near Maryland’s. Thus, if Maryland is
different then other states by having

They Are Is Not Supported Mixing Apples and Oranges relatively highaggregateincome tax
By The Facts A second concern about the per-collections, it is because local govern-

sonal income tax in Maryland, how- ments in Maryland rely on the personal
ever, is thatlocal governments in Mary- income tax for own-source revenues to
land depend heavily on the personala greater extentthen local governments
income tax for their own-source rev- in any other state. If there is a concern
enues —20 percent compared with 3 about the aggregate personal income
percent for local governments nation- tax burden in Maryland, the issue is not
S . ally. For example, in Maryland local how much to lower thetatepersonal

both existing and out-of-state firms from income taxes represent fully one-third income tax, but rather whether theal

investing in the Staté.” The report . . . - -

concludgs that the personal incoFr)ne taxOf allincome tax collections in the income tax shouild continue to be a
. - . state. This is higher than any of themajor source of revenue for local gov-
is a defining tax in Maryland and the

. i iti rnments in the State.
legislature needs to reduce the tax by 1i‘ompanson states. In addition, three ofe

The Maryland Economic Develop-
ment Commission found that
“Maryland’s personal income taxes are
high relative to the benchmark states
and create aed flag that is deterring

he six comparison states used by the
gﬁgﬁﬂﬁy 1999:and another 10 percen aryland Economic Development Wrong Solution, Wrong Problem

A cotple o facts re mporant o COTISSOL 10 e e e o
consider before proceeding down this Y : an. : P o
. : tually no local income taxes — New line with other states. In fact, it is
tax cut route too far, too quickly. First, . L . .
. Do Jersey, North Carolina, and Virginia. relatively low and not very progressive
based on information in the October o \
. . Similarly, Maryland’slocalgovern- compared to other states. Maryland
1996 State Tax Guide published by : . )
X ments rely on the income tax for nearly does have, however, a high local in-
the Commerce Clearing House, seve ) )
1 percentof their own-source revenuescome tax — higher than any other state
This is more than 50 percent higher thanin the nation. If the policy concern is

The Abell Report Ohio which relies on local income taxes with the high level of aggregate per-
Published bi-monthly by for 13.3 percent of local own-source sonal income taxes in the state, the
The Abell Eoundation revenues. Three states — New Jerseyappropriate policy issue is not how to
111 S. Calvert Street North Carolina, and Virginia — gener- reducestatepersonalincome taxeseven
Baltimore, Maryland 21202 ate virtually no local revenues from the further, but rather whether tHecal

(410) 547-1300 income tax. Thus, comparing total per-income tax should continue to play such




a critical role in financing local govern- in 1981. This compares with a nationalincome tax affect this trend?

ments in the state. In short, those advoaverage of over $153 per $1,000 per-  In fact, the reality is that Maryland

cating cuts in the state personal incomesonal income. State and local govern-has shifted revenue raising responsibil-

tax as a means of stimulating businessnents in Maryland took nearly 10 per- ity to local governments at a more rapid

development in the state have the wrongcent less personal income than state antate than most other states. As a result,

solution to the wrong issue. local governments nationally. In fact, the local share of total state and local
the size of state and local governmentinrevenues in Maryland ranked 26th in
Maryland, relative to personal income, 1981, but increased to 15th in 1993 —

Trends in Revenue ranked 45th in the nation in 1993 — only 14 states are more dependent on
Raising in Maryland: down from 29th in 1981. In 1993, only their local governments for revenue
; Arkansas, New Hampshire, Virginia, raising than Maryland. While the local
Maryland IS Different

Illinois, Tennessee, and Missouri madeshare of total state and local own-source
a smaller effort to fund state and localrevenues increased by nearly 10 per-
Since the founding of the United government services relative to per-cent in Maryland from 1981 to 1993,
States, principles of free enterprise havesonal income than Marylanth short data in Table 4 indicate that is more
guided the establishment of its institu- the financial support for the activi-  than all the comparison states except
tions and its government. This earlylies of our state and local govern- for Kentucky and North Carolina, both
focus on the “unalienable rights” of the Mments by the citizens in Marylandis  of which have relatively centralized
individual to “Life, Liberty and the amongthe lowestinthe nationandit state and local systems to begin with.
Pursuit of Happiness” represents theiSnotaccurate to characterize Mary-  New Jersey, which was more decentral-
belief thatindividuals are the best agentdand as a high tax state. In fact, one izedthan Marylandin 1981, has become
of their own welfare. Individuals know Mightbe more legitimately concerned more centralized and now is below the
their preferences best and pursue theikthether the level and quality of ser-  national average, in terms of the role of
different interests through the market vices is adequate to support greater local government in raising revenues.
place. As a general rule, we typically €conomic growth. Similarly, Ohio has become more cen-
prefer to keep more of our income to [N addition to the shrinking size of tralized but is still more dependent on
spend as we see fit and give less tostate and local government, the dis-local governments for revenue raising

government to spend. crepancy between growth rates of thethan local governments nationally.
State and local sectors’ own-source rev-

Public Education is enues has significant implications for Second Serious Concern

High Priority fiscal policy in Maryland. While the At the same time, in Maryland,

state sector has always been larger thapwn-source local revenues increased as
the local sector in Maryland, local gov- a percentage of total local general rev-
ernments have had to pick up more ofenues from 58.0 percentin 1979 to 70.8
ernment services. For instance, publicthe slack during this downsizing of percentin 1993. Nationally, the share
education is a high priority in Mary- State government. U.S. Census data if local revenues generated from own-
land, and the state has a national repuTabIe 4 show that in Maryland local sources increased only modestly, from
tation for schools and students that arg®W"SOUrce revenues, as a percentaggs percent in 1979 to 62 percent in
some of the finest in the nation. Simi- of State own-source revenues, grew1993. In all years, however, local gov-
larly, the availability of high quality O 729 percentin 1981 to 79.9 per-emments in Maryland were respon-
health care to all citizens in Maryland is cent in 1.993' Nationally, local rev- sible for raising a larger share of their
another state priority, and Maryland's EU€S raised from own-sources, relarevenues from own-sources than local
unique public health system testifies to!lV€ 0 Staté own-source revenues, in-governments nationally. .
that widely held value. Finally, creased modestly_durlng this period, - Thetrengltoshlftfundmg responsi-
Maryland's transportation network is oM 77-8 percent in 1981 to 80.3 per-bility for various governmental func-
more extensive than neighboring statec€Nt In 1993. While relative stability tions from the state and federal govern-
and is in much better condition than charactenzes';he national trend,';he.relsnents to local governments in Mary-
transportation systems nationally. & cléar trend in Maryland to shift in- land leads to a second serious concern:
According to the data in Table 2, in Cr€asing revenue raising responsibilitythe types of revenue sources available
1993 citizens in Maryland paid approxi- tolocal governments. IS this good/desir-to S_tate government compared to those
mately $139 per $1,000 of State per_abl_e public pollcy given other changes available for local governments. Local
Faklng place in ourfederal system? Howgovernments in Maryland generate 45

sonal income to support state and local Id dh tin the stat | i
governments — nine percent less thanyvould anad hoccutin the state personal percent of their own-source revenues

State and local governments in
Maryland have historically provided
their residents with a high level of gov-




from the property tax and an additional nessesto decide against expanding. Thigelopment and growth must guarantee
16 percent from user charges — both ofdebate over the impact of Maryland’s that the level and quality of public
which are generally regarded as beingstate and local taxes, therefore, requireservices provided by state and local
stable, albeit regressive revenueus to ask what is known about the governments will not be diminished —
sources. Local governments receive impact of taxes on business activity. otherwise the empirical evidence does
about 20 percent of their revenues from  Studies on the effect of taxes on not support their case.
the personal income tax. Alternatively, business location decisionsinthe 1950s, For the business location studies
the State receives fully one-third of its 1960s and the early and middle 1970shat look at decisions among localities
own-source revenues from the personabenerally did not find statistically sig- within a single metropolitan area, the
income tax and only 13 percent from nificant negative tax effects on state negative tax effect is greater, albeit
property taxes and user charges comand local economic growthThistrend, fewer studies found such an effect.
bined? Thus, the shifting of govern- however, has changed. In 1991, re-Fifty-seven percent of these studies had
ment financing from State to local gov- searcher Timothy J. Bartik published at least one negative tax effect, and 70
ernments means that more regressivehe results of his comprehensive reviewpercent of intra-metropolitan studies
taxes will pay for government services of 84 published and unpublished stud-that took into account the characteris-
and lower income households will be ies done since 1979 which examine thetics of the individual localities had at
asked to bear more of the tax burden. relationship between economic growth, least one negative tax effect. These
In sum, the reality is that Maryland taxes, and public servicés.Of the results suggest that taxes do have a
reduced its effort to finance state andstudies that compared business locanegative impact on business activity
local governments by 9 percent from tion decisions across different metro- when the level and quality of services
1981 to 1993, and is now among the 5politan areas, 70 percent had at leasare held constant, and the tax effects are
states with the lowest effort to finan- one statistically significant negative tax stronger within a metropolitan area than
cially supportthe activities of their state effect. Of these inter-metropolitan areaamong different metropolitan areas.
and local governments. During this studies that sought to keep the level ofBartik attributes this finding to the
downsizing of government, revenue public services constant for the pur-theory that businesses choose metro-
raising responsibility has shifted from poses of comparison, 80 percent had apolitan areas based on many market
the State to local governments in Mary-least one statistically significant nega- conditions of which taxes are a minor,
land. Also, local governments have tive tax effect; and of these studies thathough significant consideration.
become more dependent on own-sourcesought to take account for the inherentWithin a metropolitan area, however,
revenues during this period — more characteristics of the specific metropoli- relative state and local taxes play a
than local governments nationally and tan communities in question, 92 percentmore important role in location deci-
more thanin 1981. Thisimplies that anof the studies show at least one statistisions. Furthermore, when the unob-
increasing share of government rev-cally significant negative tax effect. For served state and local characteristics
enues in Maryland are being raised byevery one percentincrease intaxes, busithat effect growth are taken into ac-
more regressive means, thereby shift-ness activity decreased by a mean otount, the negative tax effects are more
ing the burden of financing govern- 0.25 percent, 0.33 percent and 0.44 pereonsistent and more pronounced.

ment to those least able to pay. cent in each set of studies respectively.
It must be emphasized here thatEvidence is Mixed
] these empirical results typically as- Animportant characteristic of these
Taxes and Economic sume that the level and quality of studies, and Bartik’s analysis, is that

Development; Is There A publicservices are held constanfThat  manufacturing industries play a promi-
Connection? is, without a change in the level and nent role in the analysis, although they
quality of services, higher taxes may are a very small share of the Maryland
discourage growth in some places foreconomy. Thusthe empirical find-
State and local tax rates are a saSome industries at the margin. If taxesings of studies looking only at manu-
lient issue for the Maryland General are decreased, and there is a subsequeicturing industries cannot be easily
Assembly. Traditionally, the Mary- decrease in the level and quality of applied to non-manufacturing sectors.
land business lobby argues that the stat@ublic services provided, the net effect Each sector makesits location decisions
projects the image of levying high taxes. could very easily be an overall negativebased on a different set of consider-
The argument asserts that the perceplmpact on economic growth and devel-ations and the findings for one sector
tion of onerous taxes leads some busiopment. Thus, those arguing that acannot be extended to all other sectors.
nesses to locate in places other thaeductioninthe personalincometaxin In the final analysis, the empirical
Maryland or leads some Maryland busi- Maryland will stimulate economic de- literature on the link between taxes and




economic performance is mixed. While the revenues are used to fund improvedoth found little relationship between
there are some general themes thapublic services such as education, high-educational inputs (i.e. class size, length
emerge from this literature, the find- ways, public health and safety, then theof school day, teacher experience,
ings are not robust enough — across alfavorable impact of these services mayteacher pay) and educational outcome
taxes, locations and industries — tomore than counterbalance the adverses measured by scores on standardized
make any blanket recommendations.impacts of the tax increasgs. tests. Further analysis of the data evalu-
The major caveat, however, is that the Bartik’'s 1991 analysis of the eco- ated in the second study, however, con-
level and quality of publicly provided nomic impact of taxes also surveys 30sistently concludes that class size and
services must be maintained. Thereforestudies of the effect of public services teacher experience and skill do effect
the Legislature must proceed with cau-on business location decisions. Ofthesestudent performancdé. More educa-
tion when making policy in this area. inter-metropolitan studies, 60 percenttional funding can permit higher sala-
If, as some argue, taxes reducefind at least one type of public serviceries that attract and retain more and
growth or inhibit development, then having a positive and statistically sig- better teachers. The implication of this
presumably no democratic governmentnificant impact on business location research is that additional educational
would collect taxes unless there weredecisions. In particular, infrastructure funding which has the effect of (1)
offsetting benefits. Accurate estimatesand education “have the most consis-reducing class size through the hiring
of the possible negative effects of taxestently positive relationship to local busi- of more teachers and of (2) increasing
require similar estimates of those pos-ness activity.”” On the other hand, teacher pay thatattractsthe more skilled
sible benefits from the public services Bartik also observes that 7 of 12 studiesand retains experienced teachers will
financed by the tax€8. This is the that looked at the economic impact oflead to better academic performances

subject of the next section. increased welfare spending have atleasby the students.
one negative and statistically signifi- The issue of equality of educational
] ] cant impact. Thus, there is some em-opportunity also draws attention to edu-
Public Spending and pirical evidence that suggests publiccation funding levels. State court rul-

i : spending does promote economic dedings on state constitutions across the

Economic Development; pl A F;] ! mic cemngs on i )
: velopment, but how that spending is nation have required states to provide

A Matter of _Creatlve allocated can indicate the direction of equal educational opportunities to all
Allocation the netimpact of the tax increase necesits students. This has led to efforts to
sary to pay for it. make sure that all students have similar
While the evidence suggests that opportunities through schools that have

. . ] access to adequate resources. The mea-
under some circumstancestax increases Primary and Secondary sure of the equality of opportunity has

may have a negative impact upon eco- .
nor%ic activity g?the purprc))se topwhich Education: The Known generally come down to the level of a
' school’'s expenditure per pupil. For

the tax revenues are applied can be  Positive Impacts On ) e
these reasons, educational spending in

equally as significant in influencing Economic Development  principle can and does have an impact
location decisions of both firms and on educational outcomes

families. Increases in some public ser- ) ) .
. ) . . . While the relationship between
vices — roads, infrastructure, police While many of the previously men- : .
: : : . . - . educational funding and outcomes re-
and fire service, and education — havetioned articles indicate that increased . . i, \
: ; . . . mains contentious, empirical evidence
a tendency to improve business activ-spending on primary and secondary . - I~
) . ) 2T consistently indicates a positive rela-
ity. Thus, if the revenues from a tax education has positive impacts upon_; : : :
. ) . ) : .~ tionship between higher education fund-
increase are directed toward public serthe business location or manufacturing. : )
. . . : : . ing and improved economic develop-
vices that industry desires, then busi-output, the relationship between educa- ) .
) : . . ment. International statistical analyses
nesses are more likely to choose totional spending and educational out- o -
. L . : . show a robust finding that the initial
locate in that jurisdiction. Alterna- comes is complicated. Higher educa- : .
) . : . . average level of school contributes posi-
tively, if taxes are cut, and, as a result sdion expenditures, in and of themselves, . e .
) . . ) . tively to growth! It is important to
are public services that businesses wantjo not necessarily result in better edu- ; .
X o . note, however, that increases in the
some firms may shun the low-tax juris- cational outcomes. The landmark 1966 . .
. . - . . . level of schooling do not have a similar
diction with declining services. For reportEquality of Educational Oppor- e .
, . positive impact on economic growth,
example, researcher L. Jay Helms findstunity — also known as the Coleman 2 L .
! ) . wr...and economist Zvi Griliches believes
that tax increases that do not go intoreport—and a morerecentarticle“The_ .~ . . .
) . B . T . this is because, on the international
business-related public services “signifi- Economics of Schooling: Production level. the hiahlv educated tend to con
cantly retard economic growth,” but if and Efficiency in the Public Schoot&” ' ghly




centrate in the public sector where theirMaryland’s state personal income tax ishas declined as a share of personal
productivity is more difficult to mea- not out of line with other states and the income from 9 percent in 1979 to 7.7
sure!® This leads us to conclude that more serious threat to future economicpercent in 1994. If State revenue in
higher education canimprove economicdevelopment may be the ability of state 1994 accounted for the same share of
growth, buthow the increases in educa-and local governments to provide thepersonal income as they did in 1979,
tion are utilized has implications for leveland quality of services necessarytaotal State revenues would have been
economic development. support that development. Based on the$1.5 billion greater. More troubling is
Education scholars may argue aboutinformation presented above, the fol- the shift in revenue raising responsibil-
the relationship between increased edulowing Myths andRealitiesemerge. ity from the state to local governments
cational spending and educational out- in Maryland. Since local governments
comes. Nevertheless, experience showdyth: Maryland’s state personal in- rely on more regressive revenue
a consistent finding that primary and come tax is out of line with our neigh- sources, this involves a shift in financ-
secondary education spending has a posboring states. ing state and local governmentto those
tive impact on economic development in society least able to afford it.
and business location. Education is aReality: Maryland’s state personal in-
public service that businesses desire andome tax has a maximum marginal rateMyth: If the state personal income tax
seem to react to favorably. Other publicof 5 percent reached at $3500 incomeis reduced, economic development will
services have a positive impact on eco-Of the 43 states that have personabe stimulated in the state.
nomic development also, in particular, income taxes, only 5 have a maximum
public investments in infrastructure.  marginal tax rattowerthan Maryland’s.  Reality: The economic literature re-
Thus, the reality is that Maryland has viewed in this report makes it clear that
) one of the lowest top marginal tax ratesboth taxes and the level and quality of
Bottom Line: in the country and one of the leastgovernment services provided are im-
“Maintaining the Level progressive personal income taxes inportant influences on the location
and Quality of Services the nation. Our_aggregatg persor_1a| |nch0|ces_ 01_‘ firms and families. There is
come tax collections are high relative tono a priori reason to suspect, and the

Necessary to Promote other states because local governmentempirical evidence does not support
Growth and Development depend heavily on the personal incomethe conclusion, that reductions in taxes
May Be More Inportant tax as a source of revenue — more tharwould automatically stimulate more

local governments in any other state. economic activity — especially if the
Thar_‘ Further Cuts level and quality of services decline
In Taxes” Myth: Maryland is a high tax state.  because of inadequate revenues. Given

the relatively low effort by citizens in

Reality: Maryland residents paid $139 Maryland to support basic governmen-
~ Asthe General Assembly convenesper 1000 of personal income in 1993tal services it is more likely that declin-
in Annapolis for 1997, the defining 4 sypport state and local governmentsing service qualities will be an impor-
issue of this legislative session Seems:[Gl'his is 9 percent less then in 1981 andant deterrent to growth in the State than
be determining how toreduce the state’Sg 10 percent below the national aver-state personal income taxes which are
personal income tax. The Chamber ofqe |n fact, only five states — Arkan- low compared to other states.
Commerce, the Governor, the Speakelgag New Hampshire, Virginia, lllinois,
of the House of Delegates and othersrgpnessee and Missouri — devote a  Two final points. The empirical
have all put forward initiatives t0 re- gmajier share of their personal incomeanalyses reviewed here indicate that
duce personal income taxes in Mary-y, gynnorting state and local govern-both sides of the state and local budget
land. The facts reviewed in this report, ;yents than Maryland. The reality is are important in influencing location
however, suggest that such a policy iSihat Maryland is a low tax state. decisions of both families and firms.
the wrong response to the wrong prob- Both taxes and expenditures are impor-
lem and may actually have adversey;yih: Growth in state spending is out tant. There is na priori reason to
effects on economic growth inthe state. ot control and the major contributor to assume that a high tax/high service

The purpose of this paper is 10 yq stryctural deficitin the state budget.jurisdiction will be less desirable than a
examiné more thoroughly the notion low tax/low service jurisdiction. In
that state personal income taxes Muske,ity-State spending has not in- fact, there is evidence in Maryland that
be reducedandto consider otherrelateq o aed as fast as personal income iboth families and businesses are will-
issues. The facts presented suggest thaf, of the last 10 years. State spendingng to tax themselves more for a higher




level of public service. This is consis- Maryland is very favorable relative to and quality of services demanded by its

tent with the overall set of recommen- the other 21 comparison states. citizens and businesses.

dations of the Maryland Economic

Development Commission that also Businesses Willing to Tax This report is a condensation of the full
expressed serious concerns about thehemselves Higher and more detailed report, which
overall quality of life in Maryland — Policy makers must consider what contain all referenced tables. For a

where quality of life is determined in pegple actually do, not just what they OPY> contact The Abell Foundation.

large part by how effectively govern- say. For example, although the Cham-
ment acts to protect the environment,per of Commerce has been outspokerm i —

provide high quality education and in support of the personal income tax
- e . Some Recent Grants b
transportation. cut, there is evidence that the business y

Second, efforts to evaluate the busi-community values a high level and qual- The Abell Foundation

ness tax climate in Maryland that look jty of public services and is willing to 1.t or Public Land/West

only at one tax or service at a time canax themselves higher in order to pro-shore Conservancy $75,000
be misleading and are nota strong founyjde better services. Specifically, in Toward the purchase of Seton Belt Home Farm, a

dation for policy making. For example, downtown Baltimore the business com- S9ficants15-acte woodiandand songbirdhabl-
an alternative way to evaluate the busi-munity got together to form a Special o0 T

ness tax climate of a state is to take ite Dictri istrict i Baltimore City Public Schools/
Benefits District. The District IMPOSEs ;. Royal Elementary/Middle School $25,620

representative .f!rm_ and calculate its 5 higher property tax on the businessesor the purchase of brass and woodwind instru-
overall tax liability in Maryland and ithin the district and earmarks the ments for the student Mt. Royal symphonic Or-
other comparison states to see Whatevenues from that tax for improved chesta

impact it has on the bottom line of the pyplic services, e.g. street lighting, aes-Baltimore City Public Schools/

fil’m. Since diﬂerent industries respond thetics Safety etc S|m||ar|y the busi_ gniversal Blrea(l;faSt Project | 318]200
; ; ! R o or costs related to serving “universal” breakfast
to different location factors, the analy- ness community participated in creat-in four schools to measur(?impactofanutritional

§iS Shoulq be do_ne for_ representativeing 4 Special Benefits Districtin Charles breakfast on learning outcomes.
firms in different industries. Village for basically the same purposes.chiidren’s Literacy Initiative $20,792

Such a study has been done byrinally, there is an economic literature For expenses related to parent literacy training
Robert Tannenwald, Senior Economist,explaining the prices paid for single Workshops at 57 Head Start Centers in Balti-

Federal Reserve Bank of Boston. Hy-family homes which also demonstrates™*"®
pothetical firms representative of se-ynambiguously that families are will- Episcopal Social Ministries, Inc. ~ $15,000

; ; . . . . . To create a model recovery house based on the
lected industries are assumed to be Iomg to pay higher prices for housing in Oxford House precepts at)I/Dhoenix Place for re-

cated at various sites around the nationjocal jurisdictions with a higher level covering females and their children.
ltisassumed that the firms’ pre-tax rateang quality of public services. Inall of i scoyts of central Maryland $20,000

of return, asset mix, capital/labor ratio, these cases, businesses and familiegr start-up costs for two Project H.0.P.E after-
and non-tax costs are identical at allreyeal their preferences for paying school drop-in centers for adolescent at-risk

sites. The Only difference across Sites,higher taxesin orderto receive a I*“gherglrlS in Baltimore City.
therefore, are state and local tax characteye| and quality of public services.  Helen Keller International $209,490
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return across 22 states for 5 different i -
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nents, scientific instruments.The re-  \where the size of state and local goVemgramto coordinate school-based ser:wce-learmng
H H . rograms in communities across the state.

sults of this comparison of state taXx ment has declined by nearly 9 percentp 9

climates are displayed in Table 3. It iSsince 1980, one could argue that main<z ol e el CCter higron of by
important to note that all five industries taining the level and quality of services ers of ast Fayette Street Community Develop-

Obtain their S.econd hlgheSt Z.ifter ta.Xnecessary to promote growth and de_ment Corporation homes.
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that based on this comprehensive aptonsidering further cuts in taxes, which, For support of the Maryland Service Funding
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ABELL SALUTES:

Continued from page 1

How does it work?

Baltimore’s EOP is modeled after
the very successful “| Have A Dream”
initiative, the brainchild of New York
philanthropist Eugene Lang. The Bal-
timore version of the program provides
a full-time counselor to support stu-
dents beginning in the ninth grade and
continuing through high school gradu-
ation. Figures suggest that the program
is working well at Lake Clifton.

Typically encouraging stats are
those of the EOP class that started in
1986, in the same Lake Clifton. Of 55
students enrolled in the program, 52
graduated (95 percent!) ; 51 were ac-
cepted to college (93 percent!) and as
for those in the too-familiar category of
“trouble with the law"—zero.

“The linking chain . . .
is the dedication . . . of
these citizen leaders.”

But student candidates need more
than incentive to meet the criteria; they
need emotional support and financial
support, love, commitment and unflag-
ging, round-the-clock concern and fol-
low-through—all of which are supplied
in generous measure by aloyal cadre of
teachers and counselors, led by retired
business executive Robert Bonnell, vice
president of Sylvan Learning Systems
Oscar Jobe, and Principal Stanley
Holmes; facilitators Russell Williams
and Nathaniel McFadden (now State
Senator McFadden) and counselor
Michele Thornton. “The linking
chain...” according to a history of the
program by Avon J. Bellamy, “appears
to be the genuine love and dedication of
these citizen-leaders of the program for
these youngsters.”

The Abell Foundation salutes the
soft hearts and hard data that make EOP
happen.




