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! is second edition of Rich States, Poor States by the 
American Legislative Exchange Council is yet another 
invaluable resource ALEC has provided for state 
lawmakers and citizens to evaluate their state's ® scal and 
economic policies, as well as the results and rami® cations 
of those policies. ! is year's book focuses on some of 
the most critical issues facing lawmakers today, with 
more than 40 states struggling 
with budget de® cits. In the 
midst of economic turmoil and 
budget shortfalls in the states, this 
publication analyzes why millions 
of Americans are moving from 
high-tax states to low-tax states.

Arthur La" er (ª! e Father of 
Supply-Side Economicsº) and 
Stephen Moore (senior economics 
writer at ! e Wall Street Journal) 
have teamed up with ALEC once 
again to provide you with this 
in-depth analysis of economic 
competitiveness in the states. As 
our elected o#  cials think about the 
annual task of budget writing, we 
remind lawmakers that levying tax 
increases is not a sustainable answer 
for budget problems.

Especially during an economic 
downturn, states need to be 
doing everything they can to become more competitive, 
not less. Chapter one presents our most recent state 
economic competitiveness rankings with a number of brief 
commentaries. We compare the economic performances 
of the top 10 statesÐaccording to our 2009 Economic 
Outlook RankingsÐwith the bottom 10 states. ! e results 
are shocking. (see page 14)

! is year's book on state competitiveness focuses on 
California. ! e Golden State is not only our nation's 
largest state in most every economic metric, it also has a 
highly volatile political climate. California can move from 
Karl Marx to Adam Smith and back again in what seems 
to be the blink of a political eye. California's experiences 
from its radical shifts in policy are the very essence of what 

we mean when we write ªpolicy 
matters.º Chapter two compares 
California's recent experiences with 
those of another populous state, 
Texas. ! e results may surprise you.

Chapter three compares California's 
present with the ªGhosts of 
California's Past.º ! e history of 
CaliforniaÐcentered on the tax 
revolt crystallized in Proposition 
13Ðshows a laboratory experiment 
in which the state went from ® scal 
malaise to ® scal health and then 
back to malaise again. By showing 
the current class of legislators the 
ghosts of California's past, we hope 
they can begin picturing the ghosts 
of California's futureÐidenti® ed by 
much lower taxes and much higher 
economic growth.

! e ® nal section of this book is a 
state-by-state detailed description 

of the key economic variables. ! e 2009 ALEC-La" er 
State Economic Competitiveness Index o" ers two rankings. 
! e ® rst, the Economic Performance Rank, is a historical 
measure based on a state's performance on three important 
variables: Personal Income Per Capita, Absolute Domestic 
Migration, and Non-farm Payroll EmploymentÐall of 
which are highly in ̄uenced by state policy. ! is ranking 

Rich States, Poor States: 
! e 2009 ALEC-La" er Economic 
Competitiveness Index
How Does Your State Rank?  
By Jonathan Williams
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1101 Vermont Ave., NW, 11th Floor  ·  Washington, D.C. 20005 Phone 202.466.3800  ·  Fax 202.466.3801  ·  www.alec.org

POLICY FORUM

14

State Rank
Gross State 

Product Growth
Personal Income 
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Personal Income 
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Net Domestic 
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Growth

2007
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Utah 1 !"#7% !2#3% $5#"% 2"#3% 0#3% 25#9% 2#7%
Colorado 2 77#!% !$#9% 52#1% 20#0% $#"% 17#7% 3#!%
&ri'ona 3 93#9% 101#$% $7#9% 33#1% 12#2% 3$#$% 3#!%
(irginia $ !0#7% 7!#$% 5"#$% 12#"% 2#2% 1"#$% 3#0%
South Dakota 5 71#3% 73#!% "3#9% 7#!% 0#2% 15#2% 3#0%
)yoming " 111#$% 11$#"% 103#$% !#5% 2#1% 2!#3% 3#0%
Ne*ada 7 112#3% 11$#"% $!#$% $0#3% 17#2% $5#0% $#!%
Georgia ! "7#0% 7$#$% 3!#5% 23#2% "#7% 1$#7% $#$%
+ennessee 9 59#0% "$#!% $"#5% 11#"% $#$% !#3% $#7%
+exas 10 90#5% !9#!% 55#!% 20#7% 3#$% 20#3% $#3%
10 Highest Ranked States, - 85.1% 87.9% 55.9% 20.4% 5.3% 22.6% 3.8%
Florida 11 !7#"% !7#9% 55#0% 1!#3% 7#!% 25#5% $#0%
&rkansas 12 "1#1% "7#5% 55#!% !#7% 2#"% 9#0% 5#$%
North Dakota 13 "9#9% 71#1% 75#3% -0#9% -5#$% 13#9% 3#2%
Idaho 1$ 79#$% !7#$% 53#5% 21#7% !#5% 29#7% 2#7%
.klahoma 15 7!#"% !1#1% "9#3% 7#0% 0#$% 11#9% $#3%
&la/ama 1" "1#9% "$#0% 5$#"% 5#!% 1#"% 7#5% 3#5%
Indiana 17 $"#"% 51#"% $0#9% "#3% -0#$% $#"% $#5%
4ouisiana 1! 90#!% "!#0% 7$#$% -0#7% -7#$% 3#9% 3#!%
Mississippi 19 52#!% "1#"% 52#!% $#!% -0#9% $#0% "#3%
South Carolina 20 5"#9% "!#9% $7#3% 1$#3% "#9% 13#5% 5#9%
North Carolina 21 7$#5% "9#3% $1#!% 1!#1% 7#0% 13#7% $#7%
)ashington 22 7$#5% 7"#9% 55#!% 13#5% 3#5% 1"#"% $#5%
Missouri 23 $5#0% 53#7% $3#1% 7#1% 0#!% "#0% 5#0%
6ansas 2$ "2#!% 59#9% 51#5% 5#3% -2#7% !#"% $#1%
New Mexico 25 "0#"% 72#$% 55#!% 10#"% 0#"% 19#0% 3#5%
Massachusetts 2" 5!#5% ""#9% "1#$% 3#"% -5#"% 5#3% $#5%
)isconsin 27 53#3% 57#3% $"#5% "#2% 0#1% !#5% $#9%
Maryland 2! 7$#3% 77#3% "1#1% !#2% -1#5% 15#0% 3#"%
Ne/raska 29 5!#5% 5!#3% 51#"% 5#2% -2#"% 12#$% 3#0%
Montana 30 7!#9% 79#5% ""#1% !#$% 3#9% 21#2% 3#1%
Delaware 31 "9#$% 7$#1% $!#!% 1$#$% 5#7% 12#7% 3#$%
Connecticut 32 57#1% "7#3% 5!#2% $#0% -3#0% 5#"% $#"%
)est (irginia 33 $!#!% 51#"% 52#$% -0#1% 0#5% 7#0% $#"%
Michigan 3$ 27#7% 39#0% 33#!% 1#"% -$#!% -$#0% 7#2%
Iowa 35 57#5% 52#2% $7#5% 3#$% -1#7% 7#!% 3#!%
6entucky 3" $5#!% 5!#$% $"#!% 7#1% 2#0% 9#2% 5#5%
New 8ampshire 37 5"#!% "!#2% 50#1% 9#1% $#0% 13#!% 3#"%
&laska 3! 77#9% ""#$% $9#5% 10#7% -2#3% 1!#1% "#2%
.regon 39 "3#!% "2#3% $2#9% 13#1% $#!% 12#7% 5#2%
Minnesota $0 "3#5% "5#9% 50#7% !#5% -0#3% 10#9% $#"%
8awaii $1 "3#9% "1#7% 5$#$% "#0% -$#0% 17#3% 2#"%
Pennsyl*ania $2 5$#7% 5$#"% 50#9% 1#7% -0#9% 7#2% $#$%
California $3 77#9% 7"#"% 5"#0% 11#$% -$#0% 15#5% 5#$%
Illinois $$ 50#9% 55#"% $7#1% 5#1% -5#$% 3#"% 5#0%
.hio $5 $0#$% $2#3% 3!#$% 1#5% -3#5% 0#"% 5#"%
New :ersey $" 5$#7% "2#$% 52#5% $#!% -5#3% 9#$% $#2%
Maine $7 55#!% "0#7% 52#1% $#"% 3#1% 11#5% $#7%
Rhode Island $! "$#5% "1#7% 55#$% 1#9% -3#7% 9#"% 5#0%
(ermont $9 "1#!% "9#3% "1#2% 3#5% 0#1% 10#2% 3#9%
New ;ork 50 "!#5% "1#7% 55#3% 3#9% -9#5% !#3% $#5%

10 Lowest Ranked States, - 59.3% 60.7% 52.3% 4.4% -3.3% 9.3% 4.5%

U.S. Average, - 66.8% 69.5% 53.6% 9.9% 0.9% 13.3% 4.3%

Relationship Between Policies and Performance: 
ALEC-La" er State Economic Outlook Rank vs. 10-Year 
Economic Performance: 1997-2007

Continued on page 19
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details states' individual performances over the past 10 
years based on this economic data.

! e second measure, the Economic Outlook Rank, 
is a forecast based on a state's current standing in 15 
state-policy variables. Each of these factors is in ̄uenced 
directly by state lawmakers through the legislative process. 
Generally speaking, states that spend lessÐespecially on 
income-transfer programsÐand states that tax lessÐ
particularly on productive activities such as working or 

investingÐexperience higher growth rates than states 
which tax and spend more.  

Top performing states in the ALEC-La" er State Economic 
Competitiveness Index are highly correlated to economic 
growth, while many of the losers su" er economic 
malaise. ! e top performing states keep taxes, spending, 
and regulatory burdens low. ! e biggest losers in the 
Index tend to share similar policies of high tax rates, 
unsustainable spending, and regulation. 

What others are saying about Rich States, Poor States
ªRich States, Poor States adds to the mountain of evidence demonstrating that high taxes, big government, and 
poor labor policy are toxic to economic growth in the states. ! e authors and ALEC have created a wonderful 
resource for anyone looking to make their state more competitive, and I wholeheartedly encourage you to take 
their message to heart.  ! is book is a must read for state lawmakers who are serious about free market tax and 
budget reform.º
     Larry Kudlow, CNBC's • e Kudlow Report

ª!  e second edition of Rich States, Poor States is a valuable resource to those charged with understanding ® scal 
policy and enacting change. In times of change, it is essential to understand the perspectives from which other 
states are making decisions, especially as policy-makers determine the best path forward for their respective 
states.º
     Utah Governor Jon M. Huntsman, Jr. 

ªDuring today's di#  cult economic times, many lawmakers are facing pressure to increase taxes. However, Rich 
States, Poor States gives my fellow lawmakers clear evidence that taxes are not the answer to budget shortfalls. In 
fact, taxes, along with pro ̄igate spending policies, caused many of today's problems. Rich States, Poor States is 
another great example of how ALEC is taking the lead to protect taxpayers by promoting sound policy to state 
legislators.º
     William J. Howell, Speaker of the Virginia House of Delegates
     ALEC's 2009 National Chairman

ªTaxes destroy income, wealth, jobs and innovation. La" er, Moore and Williams demonstrate this in a 
multiplicity of ways. ! e ALEC Rich States, Poor States project is a welcome tonic to all the erroneous talk 
promoting government spending and taxation as a way to prosperity.º
     Dr. Richard Vedder, Professor of Economics, Ohio University

ªRich States, Poor States documents well and clearly the fact that citizens of market-friendly states enjoy more 
prosperity than do citizens of states less friendly to markets. In particular, the evidence on the destructiveness of 
high taxes has never been more vital.º  
     Dr. Donald J. Boudreaux, Professor of Economics
     George Mason University

Continued on next page

Rich States, Poor States from page 14
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While the states are certainly su" ering from the current 
economic downturn, this new publication clearly 
demonstrates that we cannot tax or spend our way into 
prosperity. Rich States, Poor States exposes the economic 
burden that high taxes and other big government 
policies place on our states. Already being touted in the 
mainstream media, including ! e Wall Street Journal, 
CNBC's ! e Kudlow Report and Your World with Neil 
Cavuto, Rich States, Poor States is making a real impact on 
the national debate. 

It is our hope that you will take advantage of this treasure 
trove of information to demonstrate the bene® ts of pro-
growth tax and economic policies in your state. ! is 
book is not about Republican versus Democrat, or left 
versus right. It simply highlights how state policy choices 
can mean the di" erence between economic vitality and 
economic malaise.

Jonathan Williams is the Director of ALEC's Tax and Fiscal 
Policy Task Force and a co-author of the book, Rich States, 
Poor States.
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The 15 policy factors included 
in the 2009 ALEC-La! er State 
Economic Outlook Index:

· Highest Marginal Personal Income 
Tax Rate

· Highest Marginal Corporate Income 
Tax Rate

· Personal Income Tax Progressivity

· Property Tax Burden

· Sales Tax Burden

· Tax Burden From All Remaining 
Taxes

· Estate Tax/Inheritance Tax (Yes or 
No)

· Recently Legislated Tax Policy 
Changes

· Debt Service as a Share of Tax 
Revenue

· Public Employees Per 1,000 
Residents

· Quality of State Legal System

· State Minimum Wage

· Workers' Compensation Costs

· Right-to-Work State (Yes or No)

· Tax or Expenditure Limits
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