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How Does Minnesota Stack Up?

 \WWhat do the standard measures of state
nomi rformance tell t
Minnesota?




The Big Four . . .

rank 33

e Private sector employment growth 2006-2008:
rank 33 (39-total employment)

* Net domestic migration as % of population 2006-2008:

nls

~ 9
AllN oL

-

e Net % birth in business establishments 2003-2005: +1.2%
rank 19

o« Consensus: 30 (4th quintile)




Public Policies that
Shape Economic Performance

These are the dials that can be adjusted to
change economic performance




Bird’s-Eye View of State Policies . . .

e ALEC-Laffer's “Rich States, Poor States”
e Fraser’'s “Economic Freedom of North America”

e Mercatus’'s “Freedom in the 50 States”

40 (39)
32 (37, 35)

31 (first year)

e SBEC’s “Small Business Survival Index”

e (Consensus

46 (45, 46)

35 (4th quintile)




Drilling Down . . .

e |n what areas is Minnesota competitive;
In what areas does it need to improve?

e State Borrowing

e State Taxes

e State Spending

o State Regulations

e State Legal Climate




Minnesota Borrowing

e State & local debt outstanding per capita
2006: $7,132 (rank 21)

e Debt service as a share of tax revenue
2006: 7.6% (rank 25)




Minnesota Taxes

Minnesota’s state and local tax burden has conS|stentIy been among the
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Among states levying personal income taxes, Minnesota’s top marginal rate
(7.85% @ $74,650) ranks 9th-highest nationally. 6th-highest personal income
tax burden per capita [41% of tax rev]

Minnesota ranks 41 in the Tax Foundation’s “State Business Tax Climate Index”

Property taxes are 27th highest [24% of tax rev]
State sales tax (6.5%) burden is 22nd highest [30% of tax rev]

Ironically, April 15 is Minnesota’s Tax Freedom Day in 2009
Source: Tax Foundation




“igure 5
Tax Rates and Revenues during the 1920s
(top marginal income-tax rate vs. § millions total federal income-tax receipts)
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Sources: The Tax Foundation, Joint Economic Committee




Figure 7
Tax Rates and Revenues during the 1980s
(top marginal income-tax rate vs. $ billions total federal income-tax receipts)
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Minnesota Spending

. ; ta 2007: $6.15¢
rank 36 (40)

 Government size in terms of agencies and
bureaucrats: rank 33 (27, 39)
Welfare spending: rank 29 (33, 30)
Fiscal policy: rank 38 PRI (46, 48) / 35 Mercatus




Minnesota Regulations

-+ Rank 36 PRI (24, 34) / 30 Mercatus




Minnesota Legal Climate

 Rule of Law and Property Rights




U.S. TorT LIABILITY INDEX




Minnesota’s annual direct tort costs

Nvere about 2.0 0 aYaliTa 006
rank 24

After controlling for state’s population
size and level of economic activity:
rank 27

Overall tort costs and risks: rank 21

Source: U.S. Tort Liability Index: 2008 Report, p. 20
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Colorado, Texas, Ohio, and Georgia
have the best tort rules on the books
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Maryland, New York, Vermont, and
Rhode Island have the worst tort
rules
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Source: U.S. Tort Liability Index: 2008 Report, p. 47




Facts are Stubborn Things . . .

~— ¢ Growing local debt burdens
* Crushing, uncompetitive tax code (hits small
businesses and corporations particularly hard)

e Spending moving in the right direction, but still
greater than national average

 Regulatory state growing once again
e Few tort reforms to limit lawsuit abuse
e Zero tax or expenditure limits




How do we go from the “Land of the
4th Quintile” to the “Land of 10,000
Opportunities a Day”?




How Does Minnesota Get There?

Short term: Identify crises (people need to see a problem before they will
address it) and take on just a few top problems at a time and, more
important, defend past gains

|dentify allies (the political/judicial constellation matters—it’'s a political
battle as well as a policy battle)

People need to know they can do something about the problem (make the
connection between changing state policies and changing economic

- performance)—————— — — — — — — — — — — —

Get the message out (spend more on dissemination and less on content)

Have strategies ready to defeat opponents who will criticize the proposals
on equity/fairness grounds

Long Term:




Why Does It Matter?

 \What would be the benefits to
Minnesotans If the state expands its
economic freedom?




How Economic Freedom Helps You
and Why You Should Demand More
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In a Nutshell, What Is
Economic Freedom?

* Right of an individual to own what he earns and
choose how to use his income

e Right to produce what he wants in accordance with
his own values

* Right to compete in product and labor markets of his
choosing




The Sizzle of Greater
Economic Freedom

e Faster economic growth
 More macroeconomic stability

o Greater capital investment and productivity




More Sizzle Benefits . . .

A better-educated workforce

e Less poverty and inequality

 Better health

e A cleaner environment

« A better quality of life




Ireland: 4.2 million, $285 bhillion
Minnesota: 5.2 million, $255 bhillion

Minnesota has great potential . . .




