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Abstract: What constitutes a “good business climate” is often couched in monolithic and diametrically

opposed terms of low taxes versus high public services. However, there is likely considerable heterogeneity

across firms in their preferences for the trade-off between higher taxes and the public services they provide.

Using a novel primary data set of firm expansion and relocation decisions, this analysis investigates how firms

in relatively high-paying sectors express their preferences for a variety of local “business climate” attributes

relative to firms in lower-paying sectors. The findings show evidence that firms in low-wage sectors view a

“good business climate” differently than firms in high-wage sectors.
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1. INTRODUCTION

Under the auspices of economic development, policy makers are charged with promoting local
business expansion and attraction efforts. These efforts commonly involve attracting firms
and promoting current business expansion through offering tax incentives and regulatory
variances. Additionally, local economic development professionals may promote and market
the region’s low tax burden or low regulatory environment. These incentives and marketing
strategies are often couched in terms of an overall “business climate” of the region with a
traditionally held notion that a “good business climate” is one that will readily offer tax
incentives, regulatory variances, and an overall low tax and regulatory burden. Conversely,
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an alternative strategy is to forgo these types of incentives and instead focus marketing ef-
forts on regional amenities, educational quality, infrastructure, and high-quality workforce
to attract and assist business expansion. These two strategies - the more traditional cost
reduction strategy: lower tax, lower regulation, and lower service versus a strategy that
focuses more on labor attraction (higher service, higher amenity, higher tax) - are likely to
be largely mutually exclusive and substitute strategies. Taxes are a cost to businesses that,
ceteris paribus, have an unambiguously negative burden on production. However, while not
perfectly correlated, higher taxes are largely necessary for funding infrastructure and high-
quality schools as well as providing built amenities. Furthermore, while regulations create
negative constraints on individual businesses, they also presumably limit negative externali-
ties which would also harm some types of production and be detrimental to attractive natural
amenities. Therefore, economic developers are faced with a tradeoff between the traditional
business climate offering low taxes, low regulations, and incentives with relatively less fund-
ing for public services and more negative externalities; or an alternative business climate
offering more services, infrastructure, and amenities but with a higher tax and regulatory
burden.

It is spurious to assume that all business sectors have identical preferences for their
ideal business climate. While there has been a long and varied literature on the effects of
incentives and “business climate” on firm performance as well as business relocation and
expansion decisions, little research has examined the heterogeneity of firm preferences with
respect to traditional business climate factors and strategies. This research employs a unique
primary data set on firm preferences to explore the relationship between traditional (low tax
and regulatory burden) and alternative business climate factors (regional amenities, skilled
workforce, and infrastructure) and a firm’s decisions to both relocate and expand operations.
We examine the importance of different location attributes to firm relocation and expansion
including attributes associated with access to markets/inputs, operation costs, quality of life,
and tax funded services. We then divide the survey sample into business respondents who
are in sectors that pay above average wages and sectors that pay below average wages to
look for differences in “business climate” responses between more human capital-intensive
sectors. We hypothesize that this heterogeneity in human capital needs will manifest in
differing attitudes toward what constitutes a favorable “business climate.” Furthermore, we
posit that a region’s choices regarding business climate strategies has the potential to create
significant sector bias where policy makers may be unintentionally making their region more
attractive to some specific sectors at the expense of alternative sectors.

2. BACKGROUND AND LITERATURE REVIEW

The ever-evolving topic of business relocation and expansion decisions have been widely
discussed in the literature (Stallmann and Deller, 2011; Kolko et al., 2013). For example, a
recent issue of the Review of Regional Studies (volume 48, issue 1; 2018) presented multiple
papers which discussed the history of providing incentives and provided insights on their
efficacy from empirical recent studies (Bryne, 2017; Bundrick and Snyder, 2018; Calcagno
and Hefner, 2018; Mitchell et al., 2018). These studies, and indeed much of the previous
literature, find that tax incentives are not major factors in business relocation or expansion
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decisions (Steinnes, 1984; Barrow, 1998; Stallmann and Deller, 2011; Conroy et al., 2016). In
studies where tax policies were found to be statistically significant, variables such as market
access, climate/environment, and the cost of inputs were much more influential variables with
regards to measuring economic growth (Plaut and Pluta, 1983). Patrick’s (2014) empirical
study of non-tax incentives found that fewer restrictions on non-tax incentives had a negative
impact on medium run rural employment. Using a theoretical prisoner’s dilemma framework,
Ellis and Rogers (2000) found that when states compete or bid for a new firm to locate in
their state, they bid away all the benefits to the new firm in order to avoid a negative signal
about the business climate should the firm chose not to locate in the state. In other words,
states will offer incentive packages equal to the benefit received by the firm locating in their
state. Ellis and Rogers’s (2000) model depends on states knowing the amount of the benefit
received from a firm locating in their state. If benefits received from a firm locating in a
state are misestimated, then it is possible that a state could over bid for a firm.

Taxes are a relatively small proportion of a firm’s costs and are subject to change, there-
fore firms tend to look at the long run suitability of a location when making business relo-
cation or expansion decisions (Warner, 1987). For example, Moretti (2014) found that firms
still locate in areas that have relatively high real wages and land prices. These location
decisions were made to take advantage of thick labor markets, abundant specialized service
providers, and knowledge spillovers. Additionally, Ellison and Glaeser (1999) found positive
effects on productivity associated with industry clusters and agglomeration.

Justifications for the use of low taxes and incentive packages to attract new businesses
include the promise of job creation and economic stimulus from increased spending on in-
vestments (Hoyt et al., 2008; Patrick, 2014). However, critics of offering incentives maintain
that sufficient benefit-cost analysis is rarely performed on these investments, that they rarely
increase the overall welfare of local residents Buss (2001), and that incentives to specific firms
or specific sectors amount to a futile attempt to “pick winners.” Furthermore, it has been
argued that providing tax breaks and incentives encourages firms who would not otherwise
be profitable to choose the new site which only encourages unsustainable businesses (Patrick,
2014).

Creating a location that attracts businesses and skilled workers (human capital) is an
alternative approach to marketing a region as a low tax and/or low regulatory environment.
If a region lacks in human capital, it can fall into a low wage equilibrium trap (Dickens, 2000).
The low wage equilibrium trap describes a labor force scenario with a high proportion of
unskilled jobs and limited availability of highskilled jobs while the low marginal productivity
of unskilled workers creates an incentive for firms to create relatively few new jobs. The low
availability of jobs requiring skilled labor creates an incentive for workers to remain unskilled.
If workers obtain skills, it is likely that they would not be able to get a job that paid wages
to cover the cost of procuring skills (Booth and Snower, 1996; Redding, 1996; Burdett and
Smith, 2002; Scicchitano, 2010; Goetz et al., 2011).

Worker investment in training, firm investment in research and development (R&D), and
creation of jobs for skilled workers are all connected (Redding, 1996). When there are many
jobs for high-skilled workers, available workers have an incentive to obtain skills. Similarly,
when there are many workers that possess higher-level skills, firms have incentives to create
more jobs and invest in R&D to take advantage of the skilled employees. A scenario of high

c©Southern Regional Science Association 2020.



SALAGHE ET AL: BUSINESS IN THE EYE OF THE EMPLOYER 73

productivity occurs when investments in training and R&D occur; in this scenario workers
receive higher wages and firms receive higher profits. There can be multiple equilibria where
regions can find themselves (Booth and Snower, 1996; Redding, 1996; Scicchitano, 2010).
For example, a region can successfully grow its employment and income base by focusing
on being a low-cost provider of commodities. Under this scenario, a firm is likely to face
narrow margins and, therefore, low taxes and the accompanying low amenities might be
attractive. Conversely, a region can take a “new economic geography” approach where
growth is facilitated through attracting an increasingly mobile high-skilled labor force and
facilitating innovation. Policy makers must choose which course of action to pursue for
economic development.

Booth and Snower (1996) recommend the creation of educational programs to train resi-
dents and provide incentives for firms to hire skilled employees in order to assist communities
in escaping this low skill/low wage trap. Booth and Snower (1996) also suggest that, while
investment in education will increase the number of skilled workers, it is also necessary for
firms to be able to anticipate this increase in skilled workers so that expansion efforts can
be coordinated; otherwise regional investment in education may create skilled workers that
then move to regions where there are high skilled jobs. Creating more skilled jobs in an area
would attract skilled workers to the area.

In addition to offering incentives for firms to create jobs for skilled labor, regions can
invest in amenities that increase the quality of life for people living in the region. Quality of
life within a region is becoming an increasingly important factor in business location choice in
order attract and retain skilled employees (Love and Crompton, 1999; Chen and Rosenthal,
2008). Potential investments to increase quality of life within a region include environmental
quality, ambiance of an area, commuting time, and primary and secondary education.

3. DATA AND METHODS

For this analysis, we use survey data managed by the University Center for Economic Devel-
opment (UCED) at the University of Nevada, Reno from a survey titled “Business Location
Choice Survey.”1 The survey data included in this study were collected between 2003 and
2014 and consists of responses from firms across a broad assortment of sectors and geographic
distribution in the United States. The survey consists of questions focusing on location at-
tributes as well as questions on past and potential relocation and expansion. While this is
the first empirical analysis conducted using this data set, the data and associated framework
have been central to applied Extension efforts specific to a community economic development
project - Area Sector Analysis Process - in dozens of communities since 2011.

3.1. Survey Design

The “Business Location Choice Survey” (BLCS) was first implemented in 2003 and has
been continuously expanded and updated with the most recent observations added in March
2017. The BLCS was originally developed as one of three primary data collection tools that

1The full questionnaire is included in Appendix 1.
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provide input for a larger community economic development model. The BLCS and the
larger community economic development model represent collaborative efforts of researchers
from Arizona, Hawaii, Idaho, Montana, Nevada, Utah, and Vermont (Buescher, 1998; Buss,
2001; Harris et al., 2012).

The framework of the larger model associated with the BLCS incorporates primary and
secondary data related to asset structure and development priorities for both communities
and industries. The primary objective of the model is to determine a ranking of industries
for a specified community based on how well the community matches with each industry.
As a primary data source to the model, the BLCS is designed to collect data about how
operational requirements and priorities of different firms inform the decision to relocate
or expand. BLCS question content and structure align with the other two primary data
collection tools that contribute to the larger model. Firm-level BLCS data are compiled with
national and community-level data to determine which sectors are the most well-matched to
a specific community.

The BLCS is organized into four sections: (1) firm relocation and expansion history;
(2) importance of asset types and quality of life measures in influencing firm relocation and
expansion decisions; (3) characteristics of the firm’s relationship to employees, communities,
and other firms; and (4) firm requirements for types of labor and commercial space if relo-
cation or expansion is likely in the next five years. Section one determines if the firm has
relocated or expanded in the past five years, and if so, what factors were most influential as
well as the distance from their original location to the location of the relocation or expansion.

Section two asks firms to rank the importance of specific assets to relocation or expansion
decisions. Assets presented may be a type of infrastructure such as ‘fiber optic lines’ or
‘natural gas pipeline.’ Other assets consider location attributes such as ‘access within 30
minutes to an interstate highway’ or ‘possibility for future expansion at the site.’ Importance
of labor and regulatory factors are also presented such as ‘availability of skilled workforce’ or
‘favorable local business tax rates.’ This section also asks firms to indicate how important
quality of life factors are in making decisions about relocation or expansion - ‘low crime rate’
and ‘social and cultural opportunities’ are examples.

Section three asks firms to describe characteristics of the existing relationship with em-
ployees, the community, and associated firms. First, respondents are asked whether or not
they provide employee benefits such as paid vacation or health insurance. The next set of
questions asks what type of community issues or activities they have participated in previ-
ously, currently, or are planning to participate in in the future (e.g. ‘youth athletic activities,’
‘local education’). The last set of questions in this section asks about the location of the
majority of suppliers, customers, and employees. In addition, firms are asked if collaboration
with other firms in activities such as research or purchasing is important to them.

Section four presents a series of questions to better understand how likely the firm is to
relocate or expand in the future, as well as the location and employment factors that would
influence the decision to do so. Specific location factors are addressed such as distance
from current location, commercial space type (e.g. manufacturing, retail) and quantity (e.g.
square feet, acreage). Estimated prices the firm would be willing to pay to purchase, lease,
and improve commercial space are also requested. Additionally, participants are asked to
estimate the total number of employees required if relocating or expanding as well as type
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of labor (e.g. managerial, skilled), number of local hires, and number of full-time employees.

Firms representing a broad range of North American Industry Classification System
(NAICS) sectors and locations across the U.S. comprise the targeted survey population.
Since 2003, five distinct sampling frameworks have defined which four-digit NAICS sectors
would be targeted. Each framework contained at least two rounds of firm sampling from
a third-party business data repository, primarily Dun & Bradstreet and ReferenceUSA.2 A
minimum of five completed surveys is the target for every four-digit NAICS sector identified
within each sampling framework. The first sampling framework occurred from 2003-2008
and was defined as the 100 fastest growing four-digit NAICS sectors in the U.S. The second
sampling framework took place from 2009-2010 and targeted ‘green’ industries as defined by
the Washington Green Economy Industry List.3 The third targeted sampling framework was
in place from 2011-2012 and continued with the second sampling framework list but added
all four-digit NAICS agricultural sectors. In 2013, the fourth targeted sampling framework
included only four-digit NAICS sectors representing alternative energy, healthcare, high-tech,
communication, and manufacturing.

While the BLCS targets firms generally, language is included in the invitation and in-
troduction to direct the survey instrument to an agent of the firm with the authority and
capacity to provide information about relocation and expansion decisions. This design com-
ponent is intended to address potential non-response bias and reporting bias issues identified
as some of the unique challenges associated with establishment survey design (Barkley and
McNamara, 1994; Willimack et al., 2002; DesRoches, 2011).

3.2. Survey Implementation

Since 2003, the BLCS implementation modes have included U.S. mail, internet, and phone.
Currently all observations are obtained via phone survey using a modified Dillman (Dillman
et al., 2009) method for phone surveys. Each targeted sample round is compiled at UCED,
sourced from ReferenceUSA,4 and includes firm information such as six-digit NAICS code,5

location, and contact information. The sample is provided to a third-party survey research
firm for implementation as the resources required to maintain a trained staff of surveyors
is not feasible for any of the research institutions collaborating on the project. Moreover,
phone surveying is used as the preferred mode to encourage participation of firm represen-
tatives by establishing a personal connection (Dillman et al., 2009). This design component
is intended to mitigate non-response given the lack of social relationship between ASAP
researchers and nationwide firms that might otherwise encourage survey participation, es-
pecially for small and mid-sized firms (Bartholomew and Smith, 2006). This survey design
element is especially important given survey response rates have been in decline generally and

2In Fall 2010, a sample of 109 firms defined within the sampling framework were provided by a UCED
associate

3http://www.labormarketinfo.edd.ca.gov/contentpub/greendigest/wa-naics-industry-list.pdf
4ReferenceUSA has served as the source for targeted sampling since Fall 2011. The dataset includes a broader
range of firm sizes than Dun Bradstreet while including a similar range of NAICS sectors and physical
locations.

5Though NAICS sectors were targeted for sampling at the four-digit level, firm data was collected at the
six-digit level to capture the most robust information available.
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average organizational response rates have been historically lower than those of household
respondents (Fulton, 2018).

Between 2003 and 2014, a total of 44,244 firms were sampled. Each participating firm
provided a single observation resulting in the total 1,949 unique BLCS observations used in
this study. The average response rate across all sample rounds is 8.92 percent.6 The 1,949
observations represent 473 distinct six-digit NAICS, 208 four-digit NAICS, and 19 two-digit
NAICS. The median number of observations per four-digit NAICS is five and the mean is
nine. Of the 1,949 observations, 31.3 percent comprise sectors with fewer observations than
the targeted quota of five and 13.9 percent comprise sectors with more than nine observations
(the sector with the largest number of observations totals 69).

Given the response rate, we considered the distribution of respondents across states
and four-digit NAICS codes and did not find concern for significant systematic bias. The
majority of the surveys were collected in 2006 and responses were received from 769 different
counties across all 50 states. Counts of firms, employer establishments, and non-employer
establishments sourced from the U.S. Bureau of the Census County Business Patterns (CBP)
2014 and the 2012 Economic Census: Survey of Business Owners were compared to the
firm location by state and found the survey data to be representative by firm location.
Comparison of the 2014 County Business Patterns with the BLCS data regarding distribution
of firms across four-digit NAICS sectors as well as the average number of employees per
NAICS sector shows some variation. Because the BLCS sampling framework considered only
specific sectors within the U.S. economy rather than the economy as a whole, the variation
is not surprising. In addition, from 2003-2011 the primary sampling source was Dun &
Bradstreet which is more representative of mid-size and larger firms. The dataset used for this
analysis is not recommended for generalization beyond two-digit NAICS sectors currently.
It is expected that as observations are added to the BLCS data that the distribution will
become more representative of the economy overall.

For the purposes of this study, the most important questions from the BLCS relate to a
representative firm’s decision to relocate or expand and the attributes of a community that
the respective representative firm reported most important to their decisions to relocate
or expand. Survey respondents were asked to indicate how important an attribute was to
relocating, expanding existing operations, or establishing an additional location.

For dependent variables, we use responses to the survey questions: “Has your company
established an additional location in the last 5 years?” and “Has your company relocated in
the last 5 years?.” Both questions provide binary responses making a logit model suitable
for our analysis. We modeled relocation and expansion separately to test our hypothesis
that different location attributes are preferable at different stages of business proceedings.

The number of independent variables is limited to survey questions that best represent
firm preferences regarding access to inputs/markets, operation costs, quality of life, and
services paid through taxes (survey questions used as independent variables are listed below).
Respondent firms were asked to rank various community-level characteristics on a four-point

6Due to survey implementation shifting managing agencies, some statistics (e.g. bad address, refusals)
contributing to a more accurate estimate of response rate are not available. As of April 2017, BRC, the
current phone survey firm, is compiling statistics for sampling rounds under their oversight dating back to
Winter 2011.

c©Southern Regional Science Association 2020.



SALAGHE ET AL: BUSINESS IN THE EYE OF THE EMPLOYER 77

Table 1: Frequency of Firm Responses to Importance of Various Attributes in
Their Relocation and Expansion Decisions

Not at all Somewhat Very
Question important important Important Important Total

Access within 30 minutes
to rail freight 1635 150 81 73 1939
Access within 30 minutes
passenger air service 914 392 320 316 1942
Access to Fiber Optic Lines 655 341 427 492 1915
Access to High Speed Internet 111 152 471 1213 1947
Availability of a Managerial Workforce 552 428 542 417 1939
Availability of a Skilled Workforce 331 346 628 636 1941
Favorable Local labor costs 285 325 648 680 1938
Favorable local business tax rates 167 275 675 824 1941
Quality of education system (K-12) 292 299 593 756 1940
Availability of quality health care 131 232 703 876 1942

Likert scale reflecting the importance of each attribute to their relocation or expansion
decision, where “1” equals “not at all important” and “4” equals “very important.” Survey
questions related to environmental regulations were only added to the business survey in
2009 and thus were omitted from the analysis.7 The following factors represent survey
questions included as independent variables, and Table 1 reports the importance ratings in
firms’ relocation and expansion decision for these independent variables:

• Access within 30 minutes to rail freight

• Access within 30 minutes passenger air service

• Access to fiber optic lines

• Access to high speed Internet

• Availability of a managerial workforce

• Availability of a skilled workforce

• Favorable local labor costs

• Favorable local business tax rates

• Quality of education system (K-12)

• Availability of quality health care

7Approximately half the firms were surveyed before the introduction of the environmental questions.
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To explore differences in “business climate” preferences across the heterogeneous firms,
we divided survey respondents into two groups based on the relative wage of the firm’s six-
digit NAICS sector. One group includes all sectors with average wages below the national
median and proxies the “traditional” business climate of low-tax, low amenities. The other
group includes all sectors with average wages above the national median and proxies an
“alternative” business climate with high tax, high amenities. Wage data specific to each
firm was not included in the BLCS and is not available from secondary data sources so the
average wage by four-digit NAICS reported by Census CBP was utilized.8 While this may
introduce some measurement error, it has the benefit of controlling for possible endogeneity
between specific wages paid and relocation or expansion decisions. A wage ratio was then
calculated as the respondent firm’s average wage of their 6-digit NAICS sector relative to the
average wage for all sectors in the US economy in 2012. We used the sample median wage
ratio (1.46) as a dividing point for classifying respondent firms into higher-than-average or
lower-than-average wage sectors.

4. MODEL

Following Van Dijk and Pellenbarg (2000), we hypothesize that firm relocation and expansion
decisions are driven by three factors: internal (e.g. managerial structure of the firm, age,
organization of the firm, firm goals, financial situation of the firm), external (e.g. market size,
change in supplier and customer location or composition, government policies and business
climate, economic conditions), and location attributes (e.g. possibility of expansion, distance
to customers and suppliers, accessibility, local government policies with regards to land and
land use).

Furthermore, our theoretical model is based on the three dominant approaches in the lit-
erature: neoclassical, institutional, and behavioral. While the neoclassical and institutional
approaches are considered better suited for larger firms, the behavioral approach finds more
applicability in explaining the location decision of smaller firms. The neoclassical approach
assumes that firms are rational agents who have perfect information which they use in order
to maximize profits. Important consideration is given to labor and transportation costs,
market size, and other regional characteristics. The institutional approach emphasizes local
policies and regulations and uses the firm’s negotiation power to explain its relocation deci-
sion. Finally, the behavioral approach focuses on the firm itself and on the internal factors
in explaining the relocation decision. The degree of risk and uncertainty that the firm is
willing to take, imperfect information, and suboptimal outcomes are used to explain the
firms decision-making process. Table 2 below summarizes our choices regarding internal,
external, and location factors.

Given the controversial findings of previous studies regarding the importance of tax in-
centives in firms’ relocation and expansion decisions, we hypothesize that firms with high
human capital needs (high wage firms) rank tax incentives differently compared to firms
with low human capital needs (low wage firms). Thus, at least in part, some of the previ-

8Although NAICS codes from respondents were available at the six-digit NAICS level, average wage data
were only available at the four-digit NAICS level of aggregation.
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Table 2: Variable Classification

Internal Factors External Factors Location Factors

Availability of man-
agerial workforce

Favorable local labor costs Access within 30 min. to rail freight

Availability of skilled
workforce

Favorable local business
tax rates

Access within 30 min. to passenger air
services

Quality of educational sys-
tem (K-12)

Access to fiber optic lines

Availability of quality
health care

Access to high speed internet

ous literature findings can be reconciled by the different approach taken by firms in these
two categories given the importance of the factors considered in relocation and expansion
decisions.

We model how firm preferences regarding community attributes influence the probability
that the firm expanded or relocated in the past five years. The underlying theoretical model
implies that a firm will prefer attributes that contribute to the goals of that firm. These goals
may include employee or proprietor quality of life factors or some notion of corporate social
responsibility but are generally assumed to be driven primarily by profit maximization. We
can then think of firm expansion or relocation as a simplified behavior model where firm i
decides to expand or relocate based, in part, on the relative importance of various community
attributes to the goals of the respective firm. For this analysis, we do not attempt to isolate
communities that have or do not have these attributes, rather we look at firms in our survey
population that did or did not expand (or relocate) and then consider how much importance
they place on a given community attribute. We employ a standard logit model and report
odds ratios. The empirical model is as follows:

odds (yikt = 1) = exp (Xiktβ + skδ + ntγ + riθ + α) (1)

Where yikt is equal to 1 if firm i in sector k expanded (or relocated in the case of model 2)
in year t, and 0 if they did not. Xikt is a matrix of explanatory variables including community
preference variables found in Table 1; sk is a two-digit NAICS sector fixed effect; nt is a year
fixed effect; rj is a region fixed effect equal to 1 if the company was located in the Northeast,
2 for Midwest, 3 for South, and 4 for West;9 β, γ, θ, and δ are the respective regression
coefficients; and α is the logistic intercept.

We do not want to impose the assumption that coefficients representing firm preferences
will be the same for sectors with high human capital needs (i.e. higher wage sectors) as sectors
with low human capital needs (i.e. lower wage sectors). Furthermore, statistical tests indicate

9The regions are based on the Census Bureaus classification as follows:
Northeast includes: PA, NY, NJ, CT, RI, MA, VT, NH, ME.
Midwest includes: ND, SD, NE, KS, MN, IA, MO, WI, IL, IN, MI, OH
South includes: OK, TX, AR, LA, KY, TN, MS, AL, FL, GA, SC, NC, WV, DC, VA, MD, DE
West includes: WA, OR, CA, ID, NV, MT, WY, UT, CO, AZ, NM, AK, HI
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there is a significant difference between the two groups (higher wage and lower wage firms)
when it comes to the relocation and expansion decisions.10 Therefore, to examine different
preferences between firms categorized as higher-than-average wage sectors or lower-than-
average wage sectors, we estimate six logit models; three models for each of the dependent
variables (relocation and expansions) using selected independent variables discussed in the
Data section: one logit model with all respondents, a logit model for higher-than-average
wage sector respondents, and another for lower-than-average wage sector respondents.

For both expansion and relocation models, we created dummy variables to control for the
year the firm was surveyed, the firm’s sector, and the region where the firm was located at
the time the survey was implemented. Idiosyncratic non-wage differences across sectors were
accounted for by using dummy variables for two-digit NAICS codes. We included dummy
variables for the year that the firm was surveyed, to account for differences in economic
climate between years. We excluded the first year (2003). For all sets of models, for firm
relocation and expansion, the estimated odds ratios were statistically significant and less
than one for most of the years. The estimated odds ratios for higher-than-average wage
sectors in 2006 and lower-than-average wage sectors in 2010 were not statistically different
from 2003. Finally, we included dummy variables for the geographic region where the firm
was located at the time of the survey to account for region specific differences between firms.
We chose to group firms by region instead of state because our data contains a large number
of states with just a few observations. We presume that firms located in different regions
of the country might have different propensities to expand and relocate due to a series of
factors, both cultural and geographical. Figure 1 presents the geographical distribution of
the firms and the frequency of high and low wage firms in each region. The number of
respondents from the Western region is highest but the distribution of firms within each
region, between lower wage firms and higher wage firms, is about the same.

5. RESULTS

Results for the firm expansion models are presented in Table 3 and results for the firm
relocation are presented in Table 6. The results for the logit models when expansion was used
as the dependent variable (Table 3) show location attribute preferences are different between
higher-than-average and lower-than-average wage sectors. The most interesting findings
arise from the difference in preferences between higher-than-average and lower-than-average
wage sectors related to “Favorable local labor costs,” “Favorable local business taxes,” and
“Quality of education system (K-12).” These factors influence the relocation and expansion
decision differently for higher-than-average wage sectors as compared to lower-than-average
wage sectors.

The estimated odds ratio for “Favorable local labor costs” is greater than one and statisti-
cally significant for higher-than-average wage sectors, and less than one and not statistically
significant for lower-than-average wage sectors. This is an indication that firms in higher-
than-average wage sectors, reporting favorable labor costs as an important part of location
decisions, are more likely to expand. Conversely, firms in lower-than-average wage sectors

10Ttest and chi2 tests results are detailed in Appendix 2
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Figure 1: High and Low Wage Firms by Region

reporting favorable labor costs as important are less likely to expand and do not consider
favorable labor costs as an important factor in their expansion decision.

For “Favorable local business taxes,” higher-than-average wage sectors that rank this as
important are less likely to expand than those who do not. In contrast, firms in lower-than-
average wage sectors had an estimated odds ratio greater than one for the same coefficient,
an indication of the importance of business taxes in the expansion decision of firms in this
category.

The estimated odds ratio for “Quality of education system (K-12)” was greater than one
and statistically significant only for the higher-than-average wage sectors. On the contrary,
the estimated odds ratio was less than one and not statistically significant for the lower-
than-average wage sectors, suggesting a higher importance given to this factor in the case of
the first group.

Results in Table 3 indicate that infrastructure plays an important role in firm’s expansion
decision and is represented by two independent variables in the model specification: “Access
within 30 min. to rail freight” and “Access within 30 min. to passenger air service.” The
odds ratio for the latter variable is greater than one and statistically significant in all three
estimation procedures, indicating that firms that rank this factor as important are more
likely to expand than those who do not. The coefficient associated with the proximity to
rail freight is only statistically significant for the higher wage sectors, indicating a positive
association between this type of infrastructure and a firm’s expansion decision for this group.
A deeper investigation of the previous finding shows that it is driven by the manufacturing
sector as shown in Tables 4 and 5.

The odds ratio for the rail freight variable is greater than 1 for both manufacturing wage
groups, but only statistically significant when both lower wage and higher wage sectors are
included in the analysis (Table 4). Furthermore, Table 5 shows that when manufacturing
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Table 3: Firm Expansion Logit Results Clustered at the Region Level

Dependent Variable:
Expansion All Sectors Lower Wage Sectors Higher Wage Sectors
30 min rail freight 1.053 0.968 1.093*

[0.983,1.129] [0.828,1.131] [0.997,1.198]
30 m. p. air serv. 1.346*** 1.459*** 1.297***

[1.231,1.471] [1.334,1.596] [1.096,1.535]
Fiber Optic Lines 1.182*** 1.147 1.189***

[1.105,1.265] [0.885,1.487] [1.084,1.304]
High Speed Internet 1.193*** 1.180** 1.217***

[1.054,1.350] [1.016,1.371] [1.071,1.383]
Managerial Workforce 1.245*** 1.254*** 1.271***

[1.136,1.366] [1.142,1.377] [1.081,1.495]
Skilled Workforce 1.026 1.088 0.969

[0.908,1.160] [0.916,1.292] [0.900,1.042]
Local Labor Costs 1.096 0.988 1.204***

[0.958,1.254] [0.790,1.236] [1.130,1.283]
Local Bus Tax Rates 0.995 1.144*** 0.895

[0.830,1.192] [1.068,1.225] [0.683,1.174]
Quality Ed (K-12) 1.000 0.876 1.117**

[0.901,1.109] [0.740,1.037] [1.008,1.238]
Quality Health Care 0.856** 0.888 0.825***

[0.752,0.974] [0.676,1.166] [0.750,0.907]
region=2 1.275*** 1.013 1.543***

[1.193,1.362] [0.839,1.222] [1.482,1.608]
region=3 1.035 1.218*** 0.884***

[0.985,1.088] [1.143,1.298] [0.824,0.947]
region=4 1.074 0.962 1.134***

[0.986,1.170] [0.818,1.132] [1.039,1.238]
Constant 1.535 1.441 1.364

[0.830,2.836] [0.779,2.666] [0.383,4.856]

Observations 1852 939 913
Pseudo R2 0.233 0.278 0.182
Log lik. -973.9 -443.7 -517.3

Year fixed effects and two-digit NAICS fixed effects are suppressed. Exponentiated coefficients; 95 percent
confidence intervals in brackets. * p < 0.1, ** p < 0.05, *** p < 0.01

sectors are excluded from the analysis, the odds ratio associated with the freight variable is
less than 1 for both the regression including all sectors regardless of wage group, and the
one including only those that pay lower-than-average wages (although statistically significant
only for the latter). Thus, we can conclude that proximity to rail freight positively affects the
expansion decision of firms in the manufacturing sectors, and negatively affects the expansion
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Table 4: Manufacturing Firms Expansion Decision

Dependent Variable: Lower Wage Higher Wage
Expansion Mfg. sectors Mfg. Sectors Mfg. Sectors

30 min rail freight 1.330** 1.318 1.324
[1.029,1.720] [0.906,1.917] [0.789,2.224]

30 m. p. air serv. 1.509*** 1.313 1.589***
[1.190,1.912] [0.889,1.940] [1.335,1.890]

Fiber Optic Lines 0.900 1.170 0.748*
[0.767,1.056] [0.637,2.149] [0.541,1.035]

High Speed Internet 1.034 0.812 1.270
[0.911,1.175] [0.513,1.285] [0.826,1.953]

Managerial Workforce 1.404*** 1.487** 1.376***
[1.176,1.676] [1.050,2.105] [1.106,1.712]

Skilled Workforce 0.862 0.797 0.915
[0.652,1.140] [0.577,1.102] [0.682,1.229]

Local Labor Costs 1.207 1.369* 1.192
[0.875,1.666] [0.977,1.920] [0.769,1.846]

Local Bus Tax Rates 1.097 1.291* 1.054
[0.809,1.489] [0.987,1.689] [0.651,1.707]

Quality Ed (K-12) 1.013 1.044 1.005
[0.786,1.306] [0.632,1.724] [0.756,1.337]

Quality Health Care 0.917 0.802 1.003
[0.616,1.365] [0.545,1.180] [0.659,1.527]

region=2 1.398*** 1.198 1.916***
[1.339,1.460] [0.859,1.670] [1.637,2.242]

region=3 0.842*** 1.381** 0.497***
[0.748,0.947] [1.032,1.847] [0.375,0.660]

region=4 1.114*** 1.403*** 0.897
[1.069,1.162] [1.197,1.644] [0.785,1.025]

Observations 552 287 262
Pseudo R2 0.337 0.372 0.313

Standard errors clustered at the region level; year fixed effects are suppressed. Exponen-
tiated coefficients; 95 percent confidence intervals in brackets. * p < 0.1, ** p < 0.05, ***
p < 0.01

decision of lower-than-average wage sectors, excluding manufacturing.

The economic infrastructure of an area is additionally defined by the availability of ad-
vanced technology such as fiber optic lines and high-speed internet. The econometric analysis
provides evidence of a positive association between these two factors and a firm’s expansion
decision in all models (Table 3).

The availability of skilled and managerial workforce is included in the econometric model
as part of the factors that make an area more attractive and can significantly improve

c©Southern Regional Science Association 2020.



84 The Review of Regional Studies 50(1)

Table 5: Non-Manufacturing Firms Expansion Decision

Dependent Variable: All Sectors Lower Wage Higher Wage
Expansion Except Mfg. Sectors Except Mfg. Sectors Except Mfg.

30 min rail freight 0.967 0.818*** 1.038
[0.802,1.167] [0.730,0.916] [0.834,1.292]

30 m. p. air serv. 1.294*** 1.537*** 1.223**
[1.233,1.357] [1.372,1.723] [1.030,1.452]

Fiber Optic Lines 1.271*** 1.142 1.381***
[1.211,1.335] [0.965,1.352] [1.311,1.454]

High Speed Internet 1.274*** 1.473*** 1.189***
[1.136,1.429] [1.133,1.914] [1.049,1.348]

Managerial Workforce 1.203*** 1.228*** 1.250***
[1.078,1.343] [1.137,1.326] [1.072,1.459]

Skilled Workforce 1.082 1.287*** 0.968
[0.978,1.198] [1.063,1.558] [0.904,1.037]

Local Labor Costs 1.057 0.895 1.204***
[0.850,1.316] [0.659,1.214] [1.054,1.376]

Local Bus Tax Rates 0.98 1.120*** 0.881
[0.822,1.169] [1.051,1.194] [0.661,1.174]

Quality Ed (K-12) 1.018 0.867 1.128
[0.892,1.162] [0.665,1.130] [0.977,1.303]

Quality Health Care 0.830*** 0.869 0.779*
[0.721,0.955] [0.654,1.156] [0.586,1.036]

region=2 1.188*** 0.909 1.407***
[1.071,1.317] [0.734,1.126] [1.257,1.574]

region=3 1.079 1.247** 0.950**
[0.955,1.220] [1.029,1.513] [0.910,0.992]

region=4 1.043 0.872 1.166***
[0.890,1.222] [0.683,1.114] [1.070,1.271]

Observations 1284 636 648
Pseudo R2 0.19 0.255 0.15

Standard errors clustered at the regional level, year and two-digit NAICS fixed effects are suppressed.
Exponentiated coefficients; 95 percent confidence intervals in brackets * p<0.10, ** p<0.05, *** p<0.01

its competitive advantage. The availability of a skilled workforce facilitates firm growth
and expansion, and thus is an important factor in the firm’s expansion decision. On one
hand, results from all three models show a positive and significant relationship between the
propensity to expand and the availability of managerial workforce. On the other hand, the
regression coefficient corresponding to the availability of a skilled workforce is not statistically
significant in any of the models and thus, we cannot infer any association between this
variable and the firm’s propensity to expand. Lastly, we include the importance of the
quality of health care as an attribute of the quality of life of an area alongside the quality
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Table 6: Firm Relocation Logit Results Clustered at the Region Level

Dependent Variable:
Relocation All Sectors Lower Wage Sectors Higher Wage Sectors

30 min rail freight 0.933** 0.828*** 0.991
[0.871,0.999] [0.721,0.952] [0.843,1.165]

30 m. p. air serv. 1.288*** 1.375*** 1.257***
[1.132,1.464] [1.153,1.641] [1.058,1.493]

Fiber Optic Lines 1.292*** 1.233** 1.314***
[1.183,1.412] [1.033,1.470] [1.120,1.543]

High Speed Internet 1.140* 1.114 1.173*
[0.998,1.302] [0.903,1.374] [0.999,1.376]

Managerial Workforce 1.14 1.113 1.171*
[0.946,1.373] [0.863,1.436] [0.987,1.391]

Skilled Workforce 1.066 1.108 0.999
[0.889,1.277] [0.896,1.369] [0.809,1.233]

Local Labor Costs 1.087* 0.938 1.289***
[0.989,1.194] [0.703,1.251] [1.119,1.485]

Local Bus Tax Rates 1.060 1.234* 0.917
[0.964,1.165] [0.984,1.548] [0.749,1.123]

Quality Ed (K-12) 0.970 0.863 1.090
[0.880,1.071] [0.719,1.035] [0.939,1.266]

Quality Health Care 0.882*** 0.987 0.803**
[0.844,0.920] [0.826,1.178] [0.670,0.964]

region=2 1.267*** 1.129 1.403*
[1.203,1.334] [0.733,1.741] [0.981,2.008]

region=3 1.000 1.193 0.849
[0.940,1.064] [0.907,1.570] [0.593,1.216]

region=4 1.249*** 1.323* 1.207
[1.156,1.349] [0.995,1.760] [0.856,1.700]

Constant 4.293*** 3.841*** 4.268**
[1.967,9.368] [1.438,10,256] [1.090,16.711]

Observations 1819 905 893
Pseudo R2 0.21 0.236 0.18
Log likelihood -989.7 -463.6 -506.6

Year fixed effects and two-digit NAICS fixed effects are suppressed. Exponentiated coefficients; 95
percent confidence intervals in brackets; * p<0.10, ** p<0.05, *** p<0.01

of education indicator that was discussed at the beginning of this section. As seen in Table
3, this variable is statistically significant only for the higher-than-average wage sectors, but
the odds ratio is less than one, indicating that firms that rank the quality of healthcare as
important are less likely to expand.

The results for the logit models, when relocation was used as the dependent variable
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(Table 6), show location attribute preferences are also different between higher-than-average
and lower-than-average wage sectors. The variables reflecting the most difference between
the two wage categories (when using relocation as the dependent variable) were “Favorable
local labor costs,” “Favorable local business tax rates,” and “Access to quality education
(K-12).” Similar to the models for business expansion, we see lower-than-average wage
sectors have estimated odds ratios less than one for variables related to local labor costs
and access to quality education, and an odds ratio greater than one for local business tax
rates. Of these three variables, local business tax rates were statistically significant for
predicting firm relocation for lower-than-average wage sectors. Conversely, the estimated
odds ratio for higher-than-average wage sectors was greater than one for local labor cost
and access to quality education, and less than one for local business taxes. For higher-
than-average wage sectors, of the three variables mentioned above, only the importance of
favorable local labor costs was statistically significant for predicting firm relocation. Thus,
results concerning relocation align with those regarding expansion decisions, emphasizing
two important findings: the importance of tax incentives in the decision-making process of
lower-than-average wage sectors and the relevance of local labor costs when it comes to both
expansion and relocation decisions of firms in the higher-than-average wage sectors.

The independent variables related to the importance of infrastructure in relocation deci-
sions are mostly consistent with those in the expansion models and indicate a positive and
significant relationship between proximity to passenger air services and a firm’s propensity
to relocate. When it comes to proximity to rail freight, results from Table 6 point towards
a negative and significant relationship between this variable and the propensity to relocate,
when considering lower-than-average wage sectors. A possible explanation is that those sec-
tors that value proximity to rail freight more are already located near such infrastructure
and thus less likely to relocate. Although the direction of the relationship is the same as the
one shown in the expansion models, when it comes to the availability of fiber optic lines, the
regression coefficients become statistically significant in all three relocation models. Thus,
the availability of fiber optic lines is an important factor in the firm’s relocation decision.
Consistent with results of the expansion models, availability of high-speed internet increases
a firm’s propensity to relocate but only has a significant effect on higher-than-average wage
sectors. Just as in the previous models, the availability of managerial workforce positively
affects the propensity to relocate for higher wage sectors but does not have a statistically
significant effect on lower wage sectors.

To check the validity of the results discussed above, Tables 7 and 8 sequentially add
controls, starting with the simplest model that only includes the three main variables of
interest: local labor costs, local business tax rates, and quality of education. In Table 7,
variables are sequentially added to the expansion model, while Table 8 does the same for
the relocation model. Separate regressions are run for higher-than-average and lower-than-
average wage sectors and results are consistent with those presented in Tables 3 and 4,
respectively.
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6. DISCUSSION AND CONCLUSION

Given that different businesses have very different human capital and infrastructure needs, it
is not surprising that they would show differences in their business relocation and expansion
preferences. For example, the extent to which an industry needs to attract skilled labor
will likely affect the business tax rate they are willing to accept, given taxes fund education.
These differences can vary not only by individual firms, but also between sectors (Bartelsman
et al., 2010). Implying there is an optimal business climate for firms from different sectors
and in different stages of the business life cycle is reductive when it comes to designing
policies to attract new firms that will benefit the local economy.

Taxes are indeed a cost to a business and higher taxes would, ceteris paribus, be regarded
as diminishing the attractiveness of a region for most businesses. However, taxes also pay for
services such as education and infrastructure. These services and infrastructure are, ceteris
paribus, enticing to businesses and provide amenities to help attract a high-quality labor
force and, in the case of infrastructure, can reduce production costs (Goetz et al., 2011;
Moretti, 2014).

Defining specific factors as necessary to a “good” business climate, such as low operating
costs, over-simplifies the concept. These concepts may make sense from a theoretical stance
(e.g. more taxes less utility). However, since tax levels and the amenities they fund are not
held constant in the real world, we can observe instances where prioritizing low operation
costs does not always encourage a sustainable business climate for firms or locals. When
creating new policies to attract firms to and retain firms within a region, offering low tax
and large non-tax incentives will not always be beneficial.

Like in much of the survey-based literature, the possibility of endogeneity exists in this
study. We cannot be certain that businesses view a region’s business climate as exogenous
and rather than simply expressing a preference for different business climate attributes, they
may take a more active role in attempting to influence local policies in places where they
are currently located or in places where they might relocate. While these issues cannot be
fully addressed in this study, it does provide a topic for future research.

The goal of our research was to examine three points regarding business relocation and
expansion. The first point was to examine the differences between location attribute pref-
erences of firms who relocated and firms who expanded. The second point was to examine
differences in location attribute preferences between respondent firms categorized as lower-
than-average wage sectors and higher-than-average wage sectors. The third point focused
on the difference in the likelihood of relocating and expanding between different industries.

Our results suggest that there are differences in tax and amenity preferences between
higher-than-average wage sectors and lower-than-average wage sectors, however, not many
differences in preferences were observed between firms who relocated and firms who ex-
panded. Higher-than-average wage sectors show a preference for quality K-12 education and
the availability of quality affordable labor. Moreover, the higher paying sectors did not show
any preference for lower taxes. Lower paying sectors, however, showed a clear preference for
low taxes and no preference for amenities such as quality K-12 schools.

The implications of these findings suggest that regions attempting to compete for new
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businesses and promote business expansion through the use of low taxes (and the necessarily
associated low amenities) are going to introduce a sector bias that favors lower-than-average
paying sectors at the expense of higher-than-average paying sectors. This can create a
“low wage, low skill” equilibrium trap where the existing businesses do not need or value
investment in human capital or attractive amenities and therefore are not willing to pay the
taxes to supply these attributes.

In summary, our contribution to the existing literature on firm relocation and expansion
decisions is three-fold. First, we use a rich and unique data set sourced from a comprehen-
sive business survey. Second, we divide firms into two categories, higher-than-average and
lower-than-average wage sectors and shed some light on the ongoing debate in the existing
literature concerning the importance of tax incentives in business location decisions. Specif-
ically, we find that tax incentives matter and play a significant role in both firms’ relocation
and expansion decisions but only for lower-than-average wage sectors, while the quality of
education and local labor costs are important considerations for firms in the higher-than-
average wage sectors. Third, the nature of our data set allows us to differentiate between
firms’ relocation and expansion decisions and show there is little difference between the two.

REFERENCES

Barkley, David L. and Kevin T. McNamara. (1994) “Local Input Linkages: A Comparison
of Foreign-owned and Domestic Manufacturers in Georgia and South Carolina,” Regional
Studies, 28(7), 725–737.

Barrow, Clyde W. (1998) “State Theory and the Dependency Principle: An Institutionalist
Critique of the Business Climate concept,” Journal of Economic Issues, 32(1), 107–144.

Bartelsman, Eric, John Haltiwanger, and Stefano Scarpetta. (2010) “Cross-country and
Within-country differences in the Business Climate,” International Journal of Industrial
Organization, 28(4), 368–371.

Bartholomew, Susan and Anne D. Smith. (2006) “Improving Survey Response Rates from
Chief Executive Officers in Small Firms: The Importance of Social Networks,” En-
trepreneurship Theory and Practice, 30(1), 83–96.

Booth, Alison L. and Dennis J. Snower. (1996) Acquiring Skills: Market Failures, their
Symptoms and Policy Responses. Cambridge University Press.

Bryne, Paul. (2017) “Economic Development Incentives, Reported Job Creation, and Local
Employment,” Reported Job Creation, and Local Employment (December 6, 2017).

Buescher, Michael. (1998) Effective Rural Development Strategies: A Framework for Opti-
mizing Community-business Matches.

Bundrick, Jacob and Thomas Snyder. (2018) “Do Business Subsidies Lead to Increased
Economic Activity? Evidence from Arkansas’s Quick Action Closing Fund,” Review of
Regional Studies, 48(1), 29–53.

Burdett, Ken and Eric Smith. (2002) “The Low Skill Trap,” European Economic Review,
46(8), 1439–1451.

Buss, Terry F. (2001) “The Effect of State Tax Incentives on Economic Growth and Firm
Location Decisions: An Overview of the Literature,” Economic Development Quarterly,
15(1), 90–105.

c©Southern Regional Science Association 2020.



SALAGHE ET AL: BUSINESS IN THE EYE OF THE EMPLOYER 91

Calcagno, Peter and Frank L. Hefner. (2018) “Targeted Economic Incentives: An Analysis
of State Fiscal Policy and Regulatory Conditions,” Mercatus Working Paper.

Chen, Yong and Stuart S. Rosenthal. (2008) “Local Amenities and Life-cycle Migration: Do
People Move for Jobs or Fun?,” Journal of Urban Economics, 64(3), 519–537.

Conroy, Tessa, Steven Deller, and Alexandra Tsvetkova. (2016) “Regional Business Climate
and Interstate Manufacturing Relocation Decisions,” Regional Science and Urban Eco-
nomics, 60, 155–168.

DesRoches, David. (2011) Establishment Survey. In P. Lavrakas (Eds.), Establishment Sur-
vey (pp. 240-243). Sage Publications, Inc.

Dickens, Richard. (2000) “Caught in a Trap? Wage Mobility in Great Britain: 1975–1994,”
Economica, 67(268), 477–497.

Dillman, Don A., Jolene D. Smyth, and Leah Melani Christian. (2009) Internet, Mail, and
Mixed-mode surveys: The Tailored Design Method. New Jersey: John Wiley & Sons, Inc.

Ellis, Stephen and Cynthia Rogers. (2000) “Local Economic Development as a Prisoners’
Dilemma: The Role of Business Climate,” Review of Regional Studies, 30(3), 315–330.

Ellison, Glenn and Edward L. Glaeser. (1999) “The Geographic Concentration of Industry:
Does Natural Advantage Explain Agglomeration?,” American Economic Review, 89(2),
311–316.

Fulton, Brad R. (2018) “Organizations and Survey Research: Implementing Response En-
hancing Strategies and Conducting Nonresponse Analyses,” Sociological Methods & Re-
search, 47(2), 240–276.

Goetz, Stephan J., Mark D. Partridge, Dan S. Rickman, and Shibalee Majumdar. (2011)
“Sharing the Gains of Local Economic Growth: Race-to-the-Top Versus Race-to-the-
Bottom Economic Development,” Environment and Planning C: Government and Policy,
29(3), 428–456.

Harris, Thomas R., Linda J. Cox, George W. Borden, Barbara Andreozzi, Mimako
Kobayashi, Malieka T. Landis, Erik Glenn, and Don Albrecht. (2012) “Aligning Commu-
nity Preferences and Assets with Business Needs to Spark Area Economic Development,”
Choices, 27(2).

Hoyt, William H., Christopher Jepsen, and Kenneth R. Troske. (2008) “Business Incen-
tives and Employment: What Incentives Work and Where?,” Institute for Federalism &
Intergovernmental Relations Working Paper, (2009-02).

Kolko, Jed, David Neumark, and Marisol Cuellar Mejia. (2013) “What do Business Climate
Indexes Teach us about State Policy and Economic Growth?,” Journal of Regional Science,
53(2), 220–255.

Love, Lisa L. and John L. Crompton. (1999) “The Role of Quality of Life in Business
(Re)location Decisions,” Journal of Business Research, 44(3), 211–222.

Mitchell, Matthew, Daniel Sutter, and Scott Eastman. (2018) “The Political Economy of
Targeted Economic Incentives,” Review of Regional Studies, 48(1), 1–9.

Moretti, Enrico. (2014) Are Cities the New Growth Escalator? The World Bank.
Patrick, Carlianne. (2014) “Does Increasing Available Non-tax Economic Development In-

centives Result in More Jobs?,” National Tax Journal, 67(2), 351–386.
Plaut, Thomas R. and Joseph E. Pluta. (1983) “Business Climate, Taxes and Expenditures,

and State Industrial Growth in the United States,” Southern Economic Journal, pp. 99–
119.

c©Southern Regional Science Association 2020.



92 The Review of Regional Studies 50(1)

Redding, Stephen. (1996) “The Low-skill, Low-quality trap: Strategic Complementarities
between Human Capital and R & D,” The Economic Journal, 106(435), 458–470.

Scicchitano, Sergio. (2010) “Complementarity between Heterogeneous Human Capital and
R&D: Can Job-training Avoid Low Development Traps?,” Empirica, 37(4), 361–380.

Stallmann, Judith I. and Steven Deller. (2011) “State Tax and Expenditure Limitations,
Business Climate, and Economic Performance,” Public Budgeting & Finance, 31(4), 109–
135.

Steinnes, Donald N. (1984) “Business Climate, Tax Incentives, and Regional Economic De-
velopment,” Growth and Change, 15(2), 38–47.

Van Dijk, Jouke and Piet H. Pellenbarg. (2000) “Firm Relocation Decisions in The Nether-
lands: An Ordered Logit Approach,” Papers in Regional Science, 79(2), 191–219.

Warner, Paul D. (1987) “Business Climate, Taxes, and Economic Development,” Economic
Development Quarterly, 1(4), 383–390.

Willimack, Diane K., Elizabeth Nichols, and Seymour Sudman. (2002) “Understanding Unit
and Item Nonresponse in Business Surveys,” Survey nonresponse, pp. 213–227.

c©Southern Regional Science Association 2020.



SALAGHE ET AL: BUSINESS IN THE EYE OF THE EMPLOYER 93

APPENDIX

Business Location Choice Survey
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Survey Information and Instructions

The Department of Resource Economics at the University of Nevada, Reno is conducting
this study on business relocation and expansion decisions. The purpose of the survey is to
investigate what factors companies consider when they relocate or establish businesses at
new locations.

Your participation in this survey is voluntary, and your responses will be kept confidential.

Please complete and return this voluntary survey whether or not your company has relocated
or expanded in the past or is planning to relocate or expand in the future.
Our goal is to treat your responses with the utmost confidentiality. Your name will not be
linked to your responses in any way. Your company name is asked to provide us with a form
of identification so you do not receive additional reminder letters once you have returned
the survey.

Your responses to the survey are strictly confidential and will never be associated with your
name or the name of your company. Study results will be presented only in aggregate for
the entire industry or for sub- sets of the industry that contain three or more companies.
Individual surveys will be processed by a single researcher at the University of Nevada,
Reno. The completed surveys will be stored in a locked file cabinet and will be shredded
upon completion of the study.

Please make sure that all of your responses are complete. You may, however, skip over any
question that you feel uncomfortable answering. Also, you may write additional comments
in the margin of the survey.

If information required to answer a question is not readily available, please provide the most
accurate estimate possible.

The survey should take approximately 10-20 minutes to complete. Except for your time,
there are no risks to participating in the study.

Questions related to this survey should be directed to:
Thomas Harris, Professor, (775) 784-1681

Please return the completed survey, in the enclosed pre-addressed envelope, to the address
shown below. Returning the survey implies consent to participate.

Department of Resource Economics MS204 University of Nevada Reno 1664 N Virginia St.
Reno, NV 89503-9928
Thank you for your participation.
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SECTION 1. RELOCATION/EXPANSION HISTORY

Please tell us about your company’s past relocation/expansion history.

1. What is the primary industry or your company?

2. Has your company relocated in the last 5 years?

� Yes
� No (Skip to Question 6) →

3. What were the two most important reasons for your companys decision to relocate?

Most important:

2nd most important:

4. In the most recent move, you relocated...Please choose only one response.

� Within the same city/town
� Within the same county but in a different city/town
� Within the same state but in a different county
� To a different state
� Internationally

5. In your most recent move, roughly how many miles did the company move from the
previous location? miles

6. Has your company established additional locations in the last 5 years?

� Yes
� No (Skip to Question 10)

7. What were the two most important reasons for your companys decision to establish
additional locations?

Most important:

2nd most important:
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8. In your most recent expansion, did you establish an additional locationPlease choose
only one response

� Within the same city/town
� Within the same county but in a different city/town
� Within the same state but in a different county
� To a different state
� Internationally

9. In your most recent expansion, roughly how many miles was the additional location
from the previous location? miles
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In the next four sections we are not only interested in factors you
have considered in previous relocations of your company, if any, but
also, what factors your company would consider if the opportunity to
relocate were to present itself in the future.

SECTION 2. PHYSICAL INFRASTRUCTURE

Please tell us about the importance of physical infrastructure in making

10. In the following table, please indicate how potentially important each factor would
be to your company if the opportunity to relocate or establish an additional location
presented itself.
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SECTION 3. ECONOMIC INFRASTRUCTURE

Please tell us about the importance of economic infrastructure in making com-
pany relocation/expansion decisions.

11. In the following table, please indicate how potentially important each factor would
be to your company if the opportunity to relocate or establish an additional location
presented itself.
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SECTION 4. QUALITY OF LIFE

Please tell us about the importance of “quality of life” in making company
relocation/expansion decisions.

12. In the following table, please indicate how potentially important each factor would
be to your company if the opportunity to relocate or establish an additional location
presented itself.
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SECTION 5. INFORMATION SOURCES

Please tell us about the importance of potential information sources for making
company relocation/expansion decisions.

13. In the following table, please indicate if your company is using or likely to use each of
the following sources by checking one of the options below.

If Other, please specify:

SECTION 6. EMPLOYEE BENEFITS

14. Do you provide the following benefits to your non-managerial employees?
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SECTION 7. COMPANY’S COMMUNITY ACTIVITIES

15. Please indicate whether your company has supported in the past, is currently support-
ing, or will support in the future the following activities: (Please check all that
apply.)

SECTION 8. BUSINESS RELATIONSHIPS

16. Please tell us about the importance of other businesses to your company.

17. Has your company ever coordinated the purchase of supplies or equipment with other
firms in your sector?

� Yes
� No
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18. Where are the majority of your suppliers located? Please choose only one re-
sponse.

� Within the same city/town
� Within the same county but in a different city/town
� Within the same state but in a different county
� To a different US state
� Internationally
� Not applicable

19. Where are the majority of your customers located? Please choose only one re-
sponse.

� Within the same city/town
� Within the same county but in a different city/town
� Within the same state but in a different county
� To a different US state
� Internationally
� Not applicable

20. Where are the majority of your employees located? Please choose only one re-
sponse.

� Within the same city/town
� Within the same county but in a different city/town
� Within the same state but in a different county
� To a different US state
� Internationally
� Not applicable

SECTION 9: FUTURE RELOCATION/EXPANSION

Please tell us about your company’s future plans for relocation and expansion.

21. How likely is it that your company will relocate in the next 5 years?

� Not at all likely
� Somewhat likely
� Likely
� Very likely
� Dont Know
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22. If the opportunity to relocate presented itself in the next 5 years, where would you
most likely relocate? Please choose only one response.

� Within the same city/town
� Within the same county but in a dierent city/town
� Within the same state but in a dierent county
� To a dierent U.S. state (Please list state(s), please write out the full name of the
state(s), do not use abbreviations)

� Internationally (Please list country/countries, please write out the full name of the
country/ countries, do not use abbreviations)

� Dont know

23. How likely is it that your company will establish an additional location in the next
5 years?

� Not at all likely
� Somewhat likely
� Likely
� Very likely
� Dont Know

24. If the opportunity to establish an additional location presented itself in the next 5 years,
where would you most likely establish the additional location? Please choose only
one response.

� Within the same city/town
� Within the same county but in a dierent city/town
� Within the same state but in a dierent county
� To a dierent U.S. state (Please list state(s), please write out the full name of the
state(s), do not use abbreviations)

� Internationally (Please list country/countries, please write out the full name of the
country/countries, do not use abbreviations)

� Dont Know
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25. 25. If your company were to relocate or expand to an additional location in the next
5 years, what is your best estimate of the total acres of property you would need in
the new location?

� Less than 1 acre
� 1-3 acres
� 4-5 acres
� Over 5 acres
� Dont Know

26. If your company were to relocate or expand to an additional location in the next 5
years, what is your best estimate of the total amount of building space in square
feet you would need?

Note: Please include in this estimate exterior infrastructure areas such as
parking, loading docks, and equipment storage.

� Less than 10,000 sq. ft.
� 10,001 25,000 sq. ft.
� 25,00150,000 sq. ft.
� 50,00175,000 sq. ft.
� 75,001100,000 sq. ft.
� Over 100,000 sq. ft.
� Dont Know

27. 27. Please specify what percentage of this building space would be used for each of
the following. (Please enter your response in numerical format (e.g., 10 to
represent 10% or 72 to represent 72%.) Please ensure that the sum of your
responses equals 100.)

If Other, please specify the type and the proportion:
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28. If your company were to relocate or expand to an additional location in the next 5
years, how many total employees would you expect to employ at the new or additional
location? Total employees:

29. Please specify what percentage of the total number of employees would be needed for
each of the following: (Please enter your response in numerical format (e.g.
10 to represent 10% or 72 to represent 72%.) Please ensure that the sum
of your responses equals 100.)

30. In your best estimate, what percentage of the total work force at this new or ad-
ditional location would be full time workers? Please enter your response in
numerical format (e.g. 10 to represent 10% or 72 to represent 72%.)

F/T workers:

31. In your best estimate, what percentage of the total work force at this new or additional
location would be hired locally? Please enter your response in numerical format
(e.g. 10 to represent 10% or 72 to represent 72%.)

Local workers:

32. If your company were to relocate or expand to an additional location in the next 5
years, would you purchase or lease the property you would need?

� Purchase
� Lease (skip to Question 38) →
� Dont know (skip to Question 39) →

33. Would you purchase vacant land or would you purchase land with an existing structure?

� Vacant land
� Existing structure (skip to Question 36) →
� Dont know (skip to Question 39) →
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34. Approximately, how much would you be willing to pay per acre for this land? Please
enter your response in U.S. dollars (e.g. $340).

$

35. Approximately, how much would you be willing to pay per square foot for the develop-
ment of this property? Please enter your response in U.S. dollars (e.g. $340).

$
(Skip to question 39 ) →

36. Approximately, how much would you be willing to pay for this location? Please enter
your response in U.S. dollars (e.g. $340).

$

37. Approximately, how much would you be willing to pay per square foot for improvements
of this property? Please enter your response in U.S. dollars (e.g. $340).

$
(Skip to question 39 ) →

38. Approximately, how much would you be willing to pay per square foot per month
Please enter your response in U.S. dollars (e.g. $340).

$

39. In your best estimate, what would be the total annual sales or revenue at this location
when things are fully operational?

� Less than 1 million dollars per year
� 1 million to 2 million dollars per year
� 2 million to 3 million dollars per year
� 3 million to 5 million dollars per year
� 5 million to 10 million dollars per year
� Over 10 million dollars per year
� Dont Know
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Thank you very much for your help with our study. If you would like a copy of summary
results when they are ready, please enter your email here:

If you have any comments or suggestions related to this survey, please write them
in the space below.

Thank you for your participation!
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Appendix 2. Differences Between Groups

Table 9: Expansion Decision, Higher
vs. Lower Wage Sectors

Expand Lower Wage Higher Wage Total

no 622 458 1,080
yes 362 496 858

Total 984 954 1,938

Pearson chi2 (1) = 45.3779; Pr=0.000

The two sample t-test (with equal variances) in Table 10 below shows that higher and lower
wage firms have statistically different means in the context of the expansion decision.

Table 10: Two Sample t-test, Expansion Decision

Group Obs Mean Std. Err. Std. Dev [95% Conf. Interval]

Lower Wage (0) 984 0.3679 0.0154 0.4825 0.3377 0.3981
Higher Wage (1) 954 0.5199 0.0162 0.4999 0.4882 0.5517
Combined 1,938 0.4427 0.0113 0.4968 0.4206 0.4649

diff -0.152 0.0223 -0.1958 -0.1083

Diff = mean(0)- mean(1) t= -6.8131
H0: diff=0 deg. of freed. = 1936

Ha: diff<0 Ha:diff=0 Ha:diff > 0
Pr(T<t)=0.0000 Pr(|T | > |t|) = 0.0000 Pr((T >t) = 1.0000
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Table 11: Relocation Decision, Higher vs.
Lower Wage Sectors

Relocation Lower Wage Higher Wage Total

no 608 465 1,073
yes 376 489 865

Total 984 954 1,938

Pearson chi2(1) = 33.3632; Pr=0.0000

The two sample t-test (with equal variances) in Table 12 below shows that higher and
lower wage firms have statistically different means in the context of the relocation decision.

Table 12: Two Sample t-test, Relocation Decision

Group Obs Mean Std. Err. Std. Dev [95% conf. Interval]

Lower Wage (0) 984 0.3821 0.0155 0.4862 0.3517 0.4125
Higher Wage (1) 954 0.5126 0.0162 0.5001 0.4808 0.5443
Combined 1,938 0.4463 0.0113 0.4972 0.4242 0.4685

diff -0.1305 0.0224 -0.1744 -0.0865

Diff= mean(0)- mean(1) t = -5.8235
H0:diff=0 deg. of freed.= 1936

Ha: diff<0 Ha:diff=0 Ha:diff>0

Pr(T<t)=0.0000 Pr(|T | > |t|) = 0.0000 Pr((T >t)=1.0000
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