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Key FindingsKey Findings
 The General Assembly of Virginia finds that modern business infrThe General Assembly of Virginia finds that modern business infrastructure allows astructure allows 

businesses to locate their administrative or businesses to locate their administrative or manufacturing facilitiesmanufacturing facilities with minimal with minimal 
regard to the location of markets or the transportation of raw mregard to the location of markets or the transportation of raw materials and finished aterials and finished 
goods, and that goods, and that the economic vitality of the Commonwealth would be enhanced if the economic vitality of the Commonwealth would be enhanced if 
such facilities were established in Virginiasuch facilities were established in Virginia..... (Virginia . (Virginia §§ 58.158.1--439 T).439 T).

 By 2000, when VirginiaBy 2000, when Virginia’’s doubles double--weighted sales factor became effective, most states weighted sales factor became effective, most states 
imposing an income tax gave at least 50% of the weight in their imposing an income tax gave at least 50% of the weight in their apportionment apportionment 
formula to the sales factor. But today, formula to the sales factor. But today, another policy consideration is influencing the another policy consideration is influencing the 
choices in selecting a state income tax apportionment formula choices in selecting a state income tax apportionment formula –– economic economic 
developmentdevelopment..”” (Source:  VA Department of Taxation, Virginia(Source:  VA Department of Taxation, Virginia’’s Apportionment s Apportionment 
Formula, August 25, 2005).Formula, August 25, 2005).

 The proportion of the state and local The proportion of the state and local tax burden borne by Virginia manufacturing is tax burden borne by Virginia manufacturing is 
““higher than its proportional percentage of the Statehigher than its proportional percentage of the State’’s economy in terms of s economy in terms of 
employment, the number of firms, and total gross state productemployment, the number of firms, and total gross state product..”” (Source:  Joint (Source:  Joint 
Legislative Audit and Review Commission, Legislative Audit and Review Commission, ““Impact of Regulations on VirginiaImpact of Regulations on Virginia’’s s 
Manufacturing Sector,Manufacturing Sector,”” Senate Document Number 18, Commonwealth of Virginia, Senate Document Number 18, Commonwealth of Virginia, 
2006).2006).



MFG. ECONOMIC IMPACTMFG. ECONOMIC IMPACT

Source:  VEDP, Manufacturing Impact & Economic Diversification Plan:  2007-2011, 2006.



MFG. ECONOMIC IMPACTMFG. ECONOMIC IMPACT
Gross State Product:  2004 – 2006 = ($-3.8 Billion)



MFG. ECONOMIC IMPACT MFG. ECONOMIC IMPACT 



JOB & WAGE DATAJOB & WAGE DATA
JOBS: 1990 – 2007 = (-118,944)

WAGES:  1990 – 2006 = +82.1%

Source:  VEC, VA Manufacturing Report, February 2008.



ECONOMIC DEVELOPMENTECONOMIC DEVELOPMENT



ECONOMIC DEVELOPMENTECONOMIC DEVELOPMENT
VA Manufacturing Job Announcements Are Down 44% Since 2005!

VEDP Manufacturing Announcements (1997-
2007)
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ECONOMIC DEVELOPMENTECONOMIC DEVELOPMENT
VA Manufacturing Capital Investment Announcements Are

Down 49% since 2005!

VEDP Manufacturing Announcements (1997-
2007)
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State Manufacturing Scorecard

VA Rank = 16VA Rank = 16
VA Rank in “Growth in 

Value-Added Manufacturing”

5050
Source: Ball State University Business School, National Manufacturing and Logistics Scorecard, 2008.



TAXATION TAXATION 
Manufacturing Has Highest Effective Tax Rate Among Other Sectors 

and Competing Southern States



TAXATION TAXATION 
Annual Mfg. Tax Compliance Costs = ($113 - $201 million )



TAXATIONTAXATION
Manufacturers Pay 27% of Local Business Taxes



TAXATIONTAXATION
Manufacturers Pay 35% of Total Corporate Income Taxes

Source:  VA Department of Taxation, VA Apportionment Formula, September 2008.



CompetitivenessCompetitiveness
Over 19 States Have Instituted a Single Sales Factor (SSF) for 

Corporate Income Tax Apportionment

Sales Factor Weight In Apportionment Formula

Sales factor only 18 CO, CT, GA, IL, IN, IA, LA, MA, MD, ME, MI, MN (81% - - 100% by 2014), NE, 
NY, OR (only years after 2005), SC[1] (only years after 2006), TX, WI

“Optional” Sales Factor Only 1 MO

“Optional” Double-Weighted Sales Factor 1 UT

Three factors, sales weighted more than 50% 3 PA (70%), OH[2] (60%); FL (80%)

Three factors, sales weighted 50% 14 AZ, AR, CA, ID, KY, NH, NJ, NM, NC, OK, TN, VT, VA, WV

Three factors, equally weighted 12 AL, AK, DE, DC, HI, KS, MO, MS, MT, ND, RI, UT

No income tax imposed 4 NV, SD, WA, WY



CostCost--Benefit of Mfg. SSF ElectiveBenefit of Mfg. SSF Elective
 Single Sales Factor Benefit = $75 millionSingle Sales Factor Benefit = $75 million

•• Moving to a Single Sales Factor Elective for Manufacturing SavesMoving to a Single Sales Factor Elective for Manufacturing Saves the the 
Commonwealth $75 million in RevenueCommonwealth $75 million in Revenue and Will Reduce the Loss of and Will Reduce the Loss of 
8,441 Manufacturing Jobs8,441 Manufacturing Jobs

 Single Sales Factor Cost = $36 million Single Sales Factor Cost = $36 million -- $64.7 million$64.7 million
•• TAX 2005 StudyTAX 2005 Study

 Manufacturing Elective = NAManufacturing Elective = NA
 All Industries = $37.5 millionAll Industries = $37.5 million

•• TAX HB 1514 TAX HB 1514 –– 2008 Fiscal Impact Statement2008 Fiscal Impact Statement
 Manufacturing Elective = $36 million (minimum)Manufacturing Elective = $36 million (minimum)

•• TAX 2008 SSF Study Committee StudyTAX 2008 SSF Study Committee Study
 Manufacturing Elective = $36 million Manufacturing Elective = $36 million -- $64.7 million (2003/2007)$64.7 million (2003/2007)

Source:  Dr. Fletcher Mangum, The Effect of Moving to a Single Factor Sales Apportionment Formula in Virginia, October 2008.



SUMMARY COMMENTSSUMMARY COMMENTS
 Doing nothing may cost $396 million in state and local revenue by 2012

 The General Assembly can no longer afford to do nothing
• Adoption of single sales factor apportionment could reduce that job loss by 8,441, restoring $75 million in annual state tax revenue

 The sector’s overall performance has declined in the last seven years
• Virginia ranked dead last in Growth in Value-added Manufacturing in 2007
• Economic development announcements are down
• VA could lose an additional 45,406 manufacturing jobs by 2012

 SSF is not a “silver bullet”
• It must be considered as one important step in overall manufacturing competitiveness, but it will affect investment behavior

 SSF’s cost-benefit requires the consideration of the manufacturing sector’s substantial impact on its 
suppliers and their total impact on the Commonwealth

• Focusing solely on the reduction in corporate income taxes misses 94% of the point
• 1 million jobs, 27% of local business taxes and 35% of state corporate income taxes depend upon the success of 6,000 factories
• Virginia’s effective tax rate is not competitive with peer southern states and some are among the 26 other states ahead of Virginia in 

addressing this issue

 Manufacturers have demonstrated that they have invested in their workforce and capital investment is 
slowing

• Wages are up 82% and outperform all other sectors combined
• Every $45,473 that a company cannot reinvest in its workforce, capital and innovation costs one full-time job 

 Manufacturing SSF elective equates to investing in 792 – 1,422 jobs by 2012


