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Single Sales Factor in Maryland—The Time is now 

Executive Summary 

Study Purpose 

 

Corporate income in Maryland is taxed on the basis of three factors: a) the relative share of property value in Maryland; 

b) the relative share of payroll in Maryland, and c) the relative share of sales in Maryland.  The State could move to a 

single-sales factor (SSF) formula; one that would consider only the portion of a business entity’s Maryland-sales 

compared to total sales in the computation of its corporate tax liabilities.  This structure would be advantageous to 

companies deploying significant amounts of physical and human capital here, but with a relatively larger share of sales 

taking place beyond the state’s boundaries.  Manufacturers are already taxed this way in Maryland. 

 

Legislative History  

 

House Bill 1252 and Senate Bill 842 were introduced in the 2016 General Assembly by Presiding Officers of House 

Speaker Michael E. Busch and Senate President Thomas V. “Mike” Miller, Jr.  The legislation passed the House of 

Delegates, but was not acted upon by Maryland’s Senate. Importantly, a report by the Maryland Economic Development 

and Business Climate Commission (“Augustine Commission” Report), recommended the adoption of SSF 

apportionment.    

The Exquisite Logic of the Single-Sales Formula 

 

The SSF apportionment method has been gaining in popularity for years.  The 22 states—and D.C.—that have enacted 

SSF for all corporations as of 2016 represent 44 percent of all states and over 66 percent of the nation’s GDP.  The logic 

behind such a shift is compelling and Maryland has fallen behind in this national trend.  The goal should be to reward 

companies that make significant investments in people and physical capital within a given state’s boundaries.  The 

current Maryland tax regime penalizes such behavior by increasing corporate liabilities for those who invest here. 

 

The need to diversify Maryland’s economy is obvious and urgent.  Maryland has the second highest share of federal 

workers in the country.  A recent review of federal contracts found that federal government expenditures in Maryland on 

a per capita basis were roughly 50 percent greater than the national average. Single sales factor apportionment is 

designed to provide incentives to companies operating on a multistate basis—the kinds of companies that can help 

diversify Maryland’s economy by creating a more balanced business community less dependent on the federal 

government.  These companies tend to be knowledge-based and are aligned with Maryland’s highly-educated workforce, 

institutional assets, and intermodal transportation network. 

 

Available research indicates that a shift toward an SSF regime could quickly generate benefits for Maryland’s economy.  

Six states enacted SSF for all industries between 2000 and 2008 (and seventeen more after 2008).  During the 38-year 

period (1970-2008) prior to the implementation of SSF in these 6 states, they collectively underperformed the U.S. 

average rate of GDP growth by nearly 10 percent.  Since SSF was enacted, these states have outperformed the U.S. 

growth rate by more than 13 percent.  Employment growth went from underperforming the U.S. average by more than 

33 percent to outperforming the national average by almost 9 percent. 

 

It is important to note that SSF is not a tax cut. The Department of Legislative Services (DLS) reviewed SSF when 

Senate Bill 842 and House Bill 1252 were introduced.  The review concluded that SSF is revenue neutral for the State 

and would not materially alter local government revenues.  

In conclusion, Maryland currently operates at a competitive disadvantage relative to SSF states.  Under the current three-

factor formula, Maryland based multistate companies pay more State taxes when they hire associates or acquire property 

in Maryland versus making these same investments elsewhere.  The incentive is therefore to invest beyond Maryland, 

precisely opposite the incentive policymakers should seek to support. 
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The Appeal of Single-Sales Factor 

I. Overview 

This Sage Policy Group (Sage) report discusses a proposal to change the method used to determine 

corporate income subject to taxation by the State of Maryland.  Currently the corporate income of 

businesses located in Maryland, except manufacturers, is taxed on the basis of three factors: a) the 

share of property value in Maryland; b) the share of payroll value in Maryland, and c) the share of 

sales in Maryland.   

In determining taxable corporate income, the three-factor allocation method assigns a double weight 

to sales.  Thus, Maryland’s formula determines taxable corporate income based on placing a 25-

percent weight on property value, a 25-percent weight on payroll value, and a 50-percent weight on 

sales value.  Manufacturers in Maryland, however, are subject to taxation based solely on the share 

of total sales that is derived in Maryland, an allocation method commonly referred to as single-sales 

factor (SSF).   

These two approaches to determining taxable corporate income can be illustrated by comparing the 

taxable income of a manufacturing operation in Maryland to a non-manufacturing business.  The 

example used in Exhibit 1 assumes similar financial conditions for both businesses.  For both 

companies, 60 percent of the value of corporate property and 60 percent of the corporate payroll are 

located in Maryland.  Moreover, for both companies, Maryland accounts for 30 percent of corporate 

sales.  The key point is that these companies operate largely from Maryland locations, but export a 

significant fraction of their output beyond the state’s boundaries (export-oriented).   

As indicated, for the manufacturer, only the proportion of in-state sales is used to determine 

corporate income subject to Maryland taxes.  For the non-manufacturer, the value of property and 

the value of payroll in Maryland each contribute to the determination of corporate income subject to 

state taxes.  Although the value of sales in Maryland is double-weighted, the final allocation is 

substantially affected by the property and payroll factors.  In this example, the share of the non-

manufacturer’s income subject to Maryland taxes is 150 percent of the share of the manufacturer’s 

income subject to Maryland taxes. 

Exhibit 1:  SSF versus three-factor determinations of taxable corporate income 

Factor in taxable Maryland 
corporate income 

Share of 
total value in 

Maryland 

Maryland manufacturer 
Maryland non-
manufacturer 

Factor 
weight 

Factor 
contribution 

Factor 
weight 

Factor 
contribution 

Property value  60% 0% 0% 25% 15% 

Payroll value 60% 0% 0% 25% 15% 

Sales value  30% 100% 30% 50% 15% 

Weighted average for all factors   30%  45% 

Source. Sage 
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As shown in Exhibit 1, non-manufacturers in Maryland are at a tax disadvantage relative to 

manufacturers for existing operations.  Moreover, if these representative businesses increased 

payrolls or invested in new facilities and equipment, while maintaining a constant proportion of total 

sales in Maryland, corporate income taxes would increase for the non-manufacturer, but not the 

manufacturer.  Thus, the existing three-factor formula creates disincentives for Maryland-based non-

manufacturing businesses to expand their instate operations. 

The issue of SSF versus the three-factor method is relevant only when companies are operating in 

Maryland and at least one additional state.  The intent of SSF is to provide an incentive for 

businesses that serve multi-state, national, or international markets, particularly those with 

substantial investments in property and personnel in Maryland. This is true regardless of the size of 

the company or the industry in which it operates.  

This formula will act as an inducement for businesses that are considering moving into Maryland- it 

already does for manufacturers in MD.  Perhaps more importantly, this regime helps to encourage 

major businesses already operating in Maryland to maintain and expand their presence in the state.  

This structure can be especially valuable in retaining export-oriented firms with headquarters in 

Maryland.  In addition to global suppliers, this can encompass leading financial services providers, 

suppliers of research and development services, and cyber-security firms.  The presence of these 

firms can also help Maryland better leverage its intermodal resources (e.g., deep shipping channels, 

Port of Baltimore, I-95, and I-70) and its highly rated schools, colleges and universities.  This in turn 

translates into lower unemployment, diminished demand for public assistance, and a broader 

commercial tax base. 

Interest in SSF Expands around the Nation 

SSF is an important issue in and of itself, but also forms part of a larger set of factors that define 

Maryland’s competitiveness as a place in which to conduct business.  These include not only overall 

taxation policy, but also a wide array of conditions that support businesses now operating in 

Maryland and those that might eventually locate here. 

These conditions are often characterized as the state’s “business climate”.  As a collection of 

quantifiable factors (e.g., tax rates) and qualitative perceptions (e.g., government attitudes towards 

regulation), business climate is pivotal in the ongoing competition between Maryland and other 

states to support, retain, and attract businesses that define the state’s economy and support the 

economic needs of its residents.  This competition is particularly relevant in the perennial rivalry 

with Virginia and other nearby states. 

Interest in the role of SSF in the overall economic development of state economies is hardly 

relegated to Maryland.  Many analyses have supported the implementation of an SSF formula in 

other states:   
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 A 2014 report by Ernst & Young projected the impacts of expanding SSF to all filers in New 

York and other significant changes to business taxes including a reduction in the corporate 

franchise tax rate (from 7.1 percent to 6.5 percent), a reduction in real property taxes for 

manufacturers, and a simplification of corporate tax structures.  That report estimated that 

these tax reforms would lead to increases in New York employment of 14,100 jobs by 2019, 

growing to 17,800 jobs by 2024.  These employment increases were tied to increased 

personal income, gross domestic product, and real capital investment.1 

 In 2005, a California-specific economic model estimated that SSF would eventually produce 

a net gain of approximately 40,000 jobs.2 

 A 2004 review of the proposed implementation of SSF in Georgia projected a 6.9 percent 

increase in the state payrolls of multistate corporations, a 3.5 percent increase in Georgia 

property, and an 11.6 percent decrease in Georgia sales.  Depending on the timing of 

implementation, the analysis projected some possibility that state revenues might decrease 

for a year, but would increase over the long run.3 

 An analysis of the impact of SSF on New York State published in 2001 estimated that 

manufacturing industries would experience 3.5 percent employment growth (approximately 

32,000 jobs) while non-manufacturing employment would increase 1.3 percent 

(approximately 101,000 jobs).  These employment effects were coupled with an estimated 

$184 to $247 million in personal tax revenue for the state.4   

 

A common theme in these studies is the role of SSF and tax reform in maintaining a state’s business 

competitiveness.  A typical perception of SSF is the heralding of Georgia’s move to that 

apportionment formula as a contributing factor to its high ranking for business climate by various 

national organizations and publications.5  An analysis of California’s tax policy determined that SSF 

was widespread among states and failing to adopt that apportionment method could competitively 

disadvantage California firms.6 

Developing a Report for Marylanders 

The SSF method of allocation of corporate income for the purposes of taxation by state government 

has been the subject of extensive discussion and research.  This literature serves as the basis for 

much of the material presented in this report.  Sage also relies on standard sources of economic data 

to provide context for this discussion: The Bureau of Economic Analysis, an agency of the U.S. 

Department of Commerce, and the Bureau of Labor Statistics within the U.S. Department of Labor 

                                                 

1 Ernst & Young, “Analysis of economic impacts of New York corporate income tax reform,” January 2014 
2 Taylor, Max, “Reconsidering the optional single sales factor,” Legislative Analyst’s Office, May 26, 2010 
3 Edmiston, Kelly D., “Single-Factor Sales Apportionment Formula in Georgia: What Is the NET Revenue Effect?” 
State Tax Notes, 31 (2), 107 – 111, January 12, 2004 
4 Goolsbee, Austan and Edward L. Maydew, “The Economic Impact of Single Factor Sales Apportionment for the State of New 
York,” The Public Policy Institute of New York State, Inc., January 2001  
5 Payne, Robert, Georgia Department of Economic Development, February 23, 2011 
6 Op. cit., Taylor, Max 
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publish a range of economic data that can be used to compare economic performance across states.  

IMPLAN is a well-established provider of detailed information on state economic conditions.7  Of 

particular interest to this effort is the ability of IMPLAN to quantify basic information about jobs, 

income, and output (e.g., business sales) for industry sectors within a state.  This capability can be 

used, for instance, to compare Maryland’s financial services industry to other major state industries. 

 

The Single Sales Factor Coalition 

Several of Maryland’s most distinguished business entities have established a coalition to advocate 

on behalf of the SSF apportionment method. Please see Appendix A for a current list of member 

companies.  

  

                                                 

7 IMPLAN is the most commonly utilized econometric software for analyses of economic impact and has emerged as 
the industry standard for this type of quantification. 
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II. Maryland’s Economy 

Prosperity and Promise Meet Vulnerability and Inadequate Diversification 

Maryland has long enjoyed a healthy economy, at least by most critical measures of standard of 

living.  In 2015, Maryland’s median household income was estimated at almost $76,000, the nation’s 

loftiest and well above the national median household income of $56,500.8  The state also boasts a 

higher percentage of millionaires than any other state (7.7 percent of the population) and has been 

ranked as the third wealthiest state in the nation.9   

This success is based in large measure on having one of the most highly educated workforces in the 

country.  Recent reports estimated that 38 percent of adult Marylanders have at least a bachelor’s 

degree (third in the country) and 17 percent have advanced degrees (second in the country).10  

Maryland’s generally robust economy is also a reflection of the state’s many and diverse ties to the 

federal government.  By one assessment, Maryland has the second highest share of federal workers 

in the country, with 5.5 percent of non-farm workers being federal employees.11  Not included in 

these estimates are federal contractors.  A review of federal contracts found that federal government 

expenditures in Maryland on a per capita basis were roughly 50 percent greater than the national 

average, placing the state third in the country along this dimension after Virginia and Alaska.12 

This relative dependence on federal coffers also ushers forth challenges, particularly during times of 

budgetary chaos.  The state’s economy suffered mightily in 2013 as sequestration was imposed.  

That year, the state’s economy essentially failed to expand and did not fare much better one year 

later. 

Given the possibility of both Medicare and Social Security insolvencies within the next two decades, 

the obvious risk is that Maryland’s economy will suffer setbacks as the federal government adjusts to 

emerging fiscal realities.  Given the outcomes of the recent election, the future of federal support for 

Maryland’s economy either as a direct employer or through federal contract expenditures is highly 

uncertain.  One presumes that “drain the swamp” is not a rallying cry for a larger federal workforce.  

                                                 

8 Maryland Manual On-line, “Household income”  http://msa.maryland.gov/msa/mdmanual/01glance/economy/html/income.html 
9 Wealth is defined as a combination of income and gross domestic product per capita.  Lazarick, Len, “Maryland ranked as 3rd wealthiest, but still 
tops in income, millionaires,” Maryland Reporter, October 8, 2014  http://marylandreporter.com/2014/10/08/maryland-ranked-as-3rd-wealthiest-
but-still-tops-in-income-millionaires/ 
10 Frolich, Thomas C. et al, “America’s most and least educated states:  a survey of all 50,” 24/7 Wall St., September 23, 2015  
http://247wallst.com/special-report/2015/09/23/the-most-and-least-educated-states/;  United States Census Bureau, "Table 233.  Educational 
Attainment by State";  United States Census Bureau, "American Fact Finder:  Educational Attainment, 2015"  
http://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?src=CF 
11 “Federal employees by state,” Governing, October 2, 2013   http://www.governing.com/gov-data/federal-employees-workforce-numbers-by-
state.html 
12 Department of Legislative Services, “Impact of the Federal Government on Maryland’s Economy,” January 2010 

http://dls.state.md.us/data/polanasubare/polanasubare_taxnfispla/Impact-of-Federal-Government-on-Marylands-Economy.pdf 

http://247wallst.com/special-report/2015/09/23/the-most-and-least-educated-states/
https://en.wikipedia.org/wiki/United_States_Census_Bureau
http://webarchive.loc.gov/all/20120221222327/http%3A/www.census.gov/compendia/statab/2012/tables/12s0233.xls
http://webarchive.loc.gov/all/20120221222327/http%3A/www.census.gov/compendia/statab/2012/tables/12s0233.xls
https://en.wikipedia.org/wiki/United_States_Census_Bureau
http://webarchive.loc.gov/all/20120221222327/http%3A/www.census.gov/compendia/statab/2012/tables/12s0233.xls
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This is but the latest in a longstanding series of concerns with the state’s economic dependence on 

the federal government.  

Given this uncertainty, Maryland must position itself for robust commercial, private sector growth.  

That means competing more aggressively with other states, including Maryland’s mid-Atlantic rivals.  

In the parlance of sports, Maryland is in one of the nation’s tougher divisions.  Virginia is routinely 

hailed as having one of the nation’s most competitive business climates.  West Virginia offers a 

different regulatory environment, lower labor costs and cheaper land.  Pennsylvania is vast along 

both the dimensions of labor force size and land area.  Delaware offers favorable business tax and 

regulatory rules.  Even the District of Columbia, which offers prestigious addresses and more office 

space than the entire Baltimore metropolitan area, represents a significant competitor. 

How Maryland’s Business Climate Stacks up Today 

Hint:  We’re Not There Yet 

A review of the Massachusetts’ corporate tax code notes that while many factors drive a state’s 

economic performance, the three most important are the state’s talent base, the state government’s 

focus on job creation, and the state’s business competitiveness.  The corporate tax system represents 

a critical part of a state’s business competitiveness.13 

Although Maryland’s business climate has often been seen as unsupportive of the private sector, the 

state has many other competitive advantages.  As noted above, Marylanders are a particularly well-

educated lot, an attribute highly supportive of the knowledge-based industries that increasingly 

characterize the American economy and tend to define the growth sectors of that economy.   

A recent review of the state’s economic development potential by the Maryland Economic 

Development and Business Climate Commission drew similar conclusions.  That analysis found that 

Maryland may well have “greater latent potential for broad economic prosperity than any other state 

in the nation.”  In addition to its high quality workforce, this potential was supported by “excellent 

universities, a world-class research base, a very wealthy citizenry, proximity to the nation’s capital, 

and extraordinary natural beauty and resources including a major deep-water port.”14   

Despite its many competitive advantages, the Maryland Economic Development and Business 

Climate Commission identified significant barriers to more successful economic development.  To 

more fully benefit from the assets that Maryland possesses, the following obstacles were considered 

the most critical:   

                                                 

13 Greater Boston Chamber of Commerce, “Making the Massachusetts corporate tax code more competitive,” January 
2013   https://bostonchamber.com/wp-content/uploads/2013/01/Chamber-Tax-Report-January-2013.pdf 
14 Bennett, Matthew J. et al, “Report of the Maryland Economic Development and Business Climate Commission:  
Phase II:  Taxes,” January 2016 
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(1) a widely perceived anti-business attitude;  

(2) an intrusive and complex regulatory system;  

(3) a noncompetitive tax structure;  

(4) an under-developed physical infrastructure; and  

(5) a shortage of risk capital to support start-up firms, particularly in the high-tech sphere.  

 

While the Commission placed the issue of taxation in this larger context of impediments to the 

realization of Maryland’s economic potential, it declared taxation to be “unarguably a critical factor.”  

Indeed, the Commission devoted one of its two reports exclusively to the matter of taxes.  In its 

review of Maryland’s corporate taxes, the adoption of SSF apportionment was one of two 

recommendations submitted for change.15 

A critical aspect of the issues that affect economic development is Maryland’s status relative to its 

neighboring states.  State-by-state evaluations of business competitiveness frequently take a national 

perspective.  The competition for business investment and expansion, on the other hand, tends to 

be much more geographically focused.  Thus, a Forbes ranking listed Maryland as the 16th best state 

for business.  Yet, the same publication ranked Virginia as the second-best state for business and 

North Carolina as fourth.16 

The competition between Maryland and other Mid-Atlantic states can be viewed through the prism 

of another study regarding how taxes affect broad categories of business in four states.  In a 2010 

study, Ernst & Young examined the tax implications for operating three types of businesses in 

Maryland and proximate states — financial services, biotech manufacturing, and professional 

service.17  Each of these types of businesses are likely to be high on the list of any state’s economic 

development priorities.  Financial services and professional services are quintessential examples of 

the knowledge-based economy.  Biotech has been a long-time interest of Maryland given the 

presence of the National Institutes of Health and the Food and Drug Administration and at least 

four major research universities — Johns Hopkins University, the University of Maryland, College 

Park, the University of Maryland, Baltimore and UMBC.   

As indicated in Exhibit 2, Maryland’s tax rate on corporations was second highest of the four states 

in the analysis.  At the time of the study (2010), three of the states used a double-weighted sales 

method of apportioning corporate income for taxation.  This method provides 25 percent weights 

to a corporation’s share of total property value and total payroll located in the state and a 50 percent 

weight on the share of total sales located in the state.  During the timeframe used in the analysis, 

Pennsylvania used the same three factors, but placed much greater weight on the sales factor—90 

percent.  Since this analysis was conducted, North Carolina and Pennsylvania have enacted SSF for 

                                                 

15 Op. cit., Bennett, Matthew J. et al 
16 Op. cit., SC&H Group 
17 Ernst & Young, “Analysis of Maryland’s business tax competitiveness,” October 2010 
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all corporations. It should be noted that Delaware, D.C., New Jersey, and New York have all 

enacted SSF apportionment since the release of this Ernst & Young report.  

 

Exhibit 2.  Corporate tax rates and apportionment methods:  Maryland and nearby states 

 
Top Corporate 
Tax Rate, 2010 

Income apportionment at 
time of analysis (2010) 

Current income 
apportionment status 

Maryland 
8.25% 

Double-weighted sales; 
SSF for manufacturers 

No changes 

North Carolina 7.11% Double-weighted sales SSF 

Pennsylvania 9.99% Heavy-weighted sales SSF 

Virginia 
6.00% Double-weighted sales 

SSF for manufacturers and 
retailers 

Source.  Ernst & Young 

Ernst & Young used the corporate tax rates as well as all other state and local taxes (i.e. sales, 

franchise, and property) to estimate effective business tax rates for financial services, biotech 

manufacturing, and professional services.  These effective business tax rates were then indexed 

against the lowest effective business tax rate for each of these types of businesses.  This indexing 

allows for a ready comparison of Maryland to the other states.   

 

Results of this indexing are presented in Exhibit 3.  For financial services and professional services, 

Maryland had the highest effective business tax rates — 55 percent higher than the lowest state for 

financial services and 68 percent higher than the lowest state for professional services (Pennsylvania 

in both cases).  Maryland fared much better in the comparison for biotech manufacturing, where 

Maryland’s effective tax rate was 18 percent higher than the lowest state (Virginia), but much lower 

than the analogous effective business tax rates in North Carolina and Pennsylvania.   

 
Exhibit 3.  Corporate taxation of selected industries:  Maryland and nearby states 

 
Financial 
services 

Biotech manufacturing Professional services 

Maryland 155 119 168 

North Carolina 130 171 155 

Pennsylvania 100 198 100 

Virginia 138 100 155 
Source.  Ernst & Young 

The point of this discussion is that business tax reform in Maryland has been in order for years.  

Other states have made massive changes to their tax structure in recent years, but Maryland has 

largely poked around the edges.  Even before other states made their moves, including to SSF 

apportionment, the State of Maryland was putting its businesses at a competitive disadvantage.  If 

anything, this disadvantage has expanded over time.   
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III.  Support for Key Industries 

Toward a More Diversified and Dynamic Maryland Economy 

The standard assessment of SSF is that it provides incentives for companies that operate across state 

lines and have a major investment in plant and payroll in one state to continue to invest in that state.  

This is because SSF uses a state’s sales share in the computation of corporate tax liabilities, and a 

company is likely to sell only a modest fraction of its output in its home state while having much of 

its physical plant and human capital in that state.   

In general, when a state switches from a three-factor apportionment formula to a sales-only formula, 

it provides an income tax benefit to any corporation with a large share of its relative property and 

payroll in the state but a large share of its sales outside the state.  Many manufacturers are likely to fit 

this profile, often producing goods for a regional, nationwide, or worldwide market from a handful 

of plants.  

However, many other types of businesses are also potential beneficiaries.  Any regionally-, 

nationally-, or internationally-oriented business can generate sales outside the state where it is 

headquartered.  In a knowledge-based economy, industries that fit these criteria are increasingly 

those that produce services rather than goods.   

These knowledge-based service industries generate employment with highly desirable characteristics.   

As reflected in Exhibit 4, financial services and professional services generate incomes that are well 

above that of the average Maryland job.18  Compensation for these knowledge-based jobs also 

compares favorably with manufacturing wages.    

Compared to the typical job in Maryland, knowledge-based employment tends to have a greater 

effect on total employment.  The employment multiplier represents an estimate of the total number 

of jobs generated for each new job in a given industry.  Total jobs include those in an industry’s 

supply chain and those created by increased spending in the consumer economy.  For all Maryland 

industries, each new job creates another 0.6 positions.  Thus, the average employment multiplier 

effect for one new job in Maryland is 1.6 total jobs.  For each new financial service job in Maryland, 

                                                 

18 Financial services are defined as those industries providing banking, credit, investment, insurance, and other financial services.  
Professional services, as used here, includes architectural, engineering, and design services; computer programming, systems design, 
and related services; management, environmental, and technical consulting; scientific research and development; advertising and 
public relations; marketing research; and the management of companies and enterprises.  These industries correspond to specific 
industries in the IMPLAN dataset for the Maryland economy. 
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an estimated 2.0 total new jobs are created, a multiplier effect similar to that of manufacturing.  Each 

new professional services job generates a total of 1.8 new jobs. 

 

 
Exhibit 4.  Employment characteristics for selected Maryland industries 

Economic sector 
Average income 

per job 
Share of all 

Maryland industries 
Employment 

multiplier effect 
All Maryland industries             $49,671  100% 1.6 

Financial services             $73,770  149% 2.0 

Professional services             $96,511 194% 1.8 

All manufacturing             $59,623  120% 2.0 
Source.  IMPLAN 

These industries are also well aligned with Maryland’s highly-educated workforce.  For example, 

Maryland’s professional services industries—which typically require undergraduate, if not advanced, 

degrees—employ nearly 5 percent of the state’s workforce.  By comparison, these industries 

constitute about 3.5 percent of the national workforce.   

Within professional services, Maryland has a particularly strong presence in three industries — 

computer systems design, management consulting, and scientific R&D.  Collectively, these industries 

represent 2.2 percent of state employment, but only 1.2 percent nationally.  Average compensation 

for these positions in Maryland is just under $100,000 per job.   

SSF is also neatly aligned with international trade, which by definition is not confined to business 

activities within Maryland’s borders.  At least arguably, the key to Maryland’s international business 

is the Port of Baltimore, one of the few East Coast ports that can accommodate the latest and 

largest container ships that move through the expanded Panama Canal.  The Port also has an 

unrivaled geographic advantage over other U.S. ports because an estimated 40 percent of the 

nation’s population and half of Canada’s population can be reached within a day from Baltimore, a 

larger reach than any other East Coast port, and a much greater reach than West Coast ports.19  

One of the barriers to the Port’s success has been the restrictions on double-stack freight service 

caused by the 19th-century Howard Street Tunnel (HST).  Yet, there is a high probability that 

funding for fixing the HST will be secured in the near-term future.  The State of Maryland and CSX 

have committed to providing roughly two-thirds of the required funds.  An application to the federal 

government for the remaining funds was submitted in December 2016.   

The availability of double-stack service from the Port and throughout in the Baltimore region is 

projected to have a major, even transformative impact on the volume of international (and other) 

cargo moving through the Port.  This increased volume is expected not only to expand employment 

                                                 

19 Florida Department of Transportation, “Intermodal Logistics Centers:  Boosting Florida’s Economy through Freight 
Logistics”. 
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at the Port, but also to support a larger and expanding network of businesses in Maryland that rely 

on the Port for goods that are inputs to the products they sell and/or for the distribution of these 

products.  These employers are likely to benefit from a SSF corporate tax structure, which means 

that one of the best ways for the State of Maryland to leverage its prospective investment in the 

double-stacking is to complement it with sagacious tax reform.   

IV.  Business Climate Positive, Revenue Neutral 

Not a Tax Cut, but Rather a Way to Increase Revenues over the Long Run 

Maryland’s Department of Legislative Services (DLS) reviewed SSF when Senate Bill 842 was 

submitted to the State legislature during the 2016 General Assembly.20  The major findings of this 

review were that SSF would be revenue neutral for state government and would not materially alter 

local government revenues.  Impacts on small businesses were expected to be minimal, in large part 

because many small businesses operate exclusively within Maryland and as a result would be 

unaffected by SSF.  Many small businesses are also flow-through tax entities that do not pay 

corporate taxes (e.g. subchapter S corporations and LLCs).  For those small businesses that are 

headquartered in Maryland or that have significant investments in Maryland property or significant 

Maryland payrolls, SSF may be beneficial.  

Although the DLS analysis found that the overall impact of SSF on tax revenue would be revenue 

neutral, it also found that results would vary from industry to industry.  While some industries would 

be favored, others would see increases in tax liabilities.  Among the beneficiaries would be 

corporations with headquarters in Maryland and those with significant investments in property and 

with substantial payrolls in the state, the exact corporations Maryland should encourage to stay and 

grow in the State. 

The DLS analysis also recognized the work of the Maryland Economic Development and Business 

Climate Commission (discussed above) and its findings that the state has not achieved its full 

economic potential and that the existing tax structure is an impediment to attracting and retaining 

businesses.  By serving as a barrier to job creation, this tax structure limits the revenue base that 

supports state and local government.  Implementation of SSF is part of an overall strategy to craft a 

tax regime that eliminates unnecessary barriers to economic development.  The analysis also 

acknowledged that the enactment of SSF was growing rapidly from a handful of states in 2001 to 

nearly half of the states by 2016.21 

  

                                                 

20 Ruby, Heather N., “Fiscal and policy note:  Corporate income tax – single sales factor apportionment,” Department of 
Legislative Services, 2016 session   http://mgaleg.maryland.gov/2016RS/fnotes/bil_0002/sb0842.pdf 
21 Ibid. 
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V. SSF is Spreading Steadily and Forcefully 

As was noted by DLS, the experience of the states with the comprehensive application of SSF is of 

relatively recent origin.  While certain states have decades of experience with SSF for select 

industries (typically manufacturing), the application of SSF to all corporations within a state dates 

back to roughly the year 2000.  At that time, the application of SSF to corporations was enacted in 

the following five states.22  Only one of these states early-adopters is located on the East Coast. 

 Connecticut 

 Illinois 

 Iowa 

 Nebraska 

 Texas 
 

Over the next eight years, the application of SSF allocations to all corporate income was enacted in 

an additional six states listed below.  Half of these states are located along the East Coast. 

 Georgia 

 Maine 

 Michigan 

 New York 

 Oregon 

 Wisconsin 
 

By 2016, the eleven states listed below plus the District of Columbia had also enacted SSF for all 

corporations within their boundaries.  Seven of these jurisdictions are situated along the East Coast 

including Maryland’s neighbor to the north, Pennsylvania. 

 California 

 Colorado 

 Delaware 

 District of Columbia 

 Indiana 

 Louisiana 

 Minnesota 

 North Carolina 

 New Jersey 

 Pennsylvania 

 Rhode Island 

 South Carolina 

                                                 

22 KPMG “KPMG TaxWatch: State and Local Tax Controversy Trends and Developments for 2017” 
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Other East Coast states have recently enacted SSF, are considering SSF, or currently allow it for 

some businesses.  Given these more recent developments, SSF has emerged as the reigning tax 

apportionment method for virtually all East Coast states north of Florida.  In most of those few 

East Coast states where it is not currently in place, there are active efforts to enact SSF for all 

corporations.  In practice, this means extending SSF to those service industries not already covered 

by this allocation method. 

 In Massachusetts since the mid-1990s, SSF has applied to manufacturing companies, 

qualifying defense contractors, and qualifying financial service providers.23  In its 2013 review 

of Massachusetts corporate taxes, the Boston Chamber of Commerce made SSF for all 

industries the first of four proposed reforms.24   

 In 2016, Delaware enacted SSF.  This change in tax policy was intended to eliminate the 

property and payroll factors that discourage new investments in the state’s businesses, 

particularly export-oriented businesses.25   

 In September 2015, the Governor of North Carolina signed legislation phasing-in SSF.26   

Since the turn of the 21st century, SSF has steadily gained momentum among states as the preferred 

means of determining what corporate income will be subject to state corporate taxation.  The map 

below identifies those states that have enacted SSF since 2000, including those that have passed 

legislation that will result in the future application of SSF to all corporations.  What is clear from 

Exhibit 5 is that by not enacting SSF for all corporations, Maryland is increasingly an outlier, 

particularly on the East Coast of the United States. 

 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 

23 Executive Office of Housing and Economic Development (EOHED), “Single sales factor” 
http://www.mass.gov/hed/economic/eohed/bd/econ-development/single-sales-factor.html 
24 Op. cit., Greater Boston Chamber of Commerce 
25 Bailey, Chris, “Corporate close-up: Delaware enacts single-sales factor apportionment in a bid to encourage new 
investment in the state,” Bloomberg, February 1 2016   https://www.bna.com/corporate-closeup-delaware-
b57982066811/ 
26 Deloitte, “North Carolina enacts significant tax law changes,” External Multistate Tax Alert, October 2, 2015   
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-mts-alert-north-carolina-enacts-
significant-tax-law-changes.pdf 
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Exhibit 5.  States with SSF for general corporations 

 

As noted in Exhibit 6, the 22 states—and the District of Columbia—that have enacted SSF for all 

corporations as of 2016 represent 44 percent of all states, but over 66 percent of the nation’s GDP.  

Three of these states—California, New York, and Texas—each generate well over $1 trillion in 

gross state product and collectively account for 31 percent of total U.S. GDP.  Thus, SSF is the 

corporate tax allocation method for a growing number of states, for the bulk of the American 

economy, and for those states with the largest and most dynamic economies. 

Exhibit 6.  GDP values for states with SSF 

Area 
GDP 

(billions) 
 

Area 
GDP 

(billions) 
United States $17,920   Michigan $468  

California $2,481   Minnesota $328  

Colorado $314   Nebraska $113  

Connecticut $253   New Jersey $568  

Delaware $69   New York $1,434  

District of Columbia $122   North Carolina $495  

Georgia $498   Oregon $218  

Illinois $777   Pennsylvania $710  

Indiana $336   Rhode Island $56  

Iowa $174   South Carolina $201  

Louisiana $239   Texas $1,630  

Maine $57   Wisconsin $302  

Total for States with SSF $11,843  

Share of United States GDP 66.1% 
Source.  Bureau of Economic Analysis 

      - SSF by 2000          

      - SSF by 2008 

      - SSF by 2016          Created using diymaps.net 
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Many of the studies of the economic effects of SSF have been prospective estimations of 

employment, income, tax revenue, and other effects.  There appear to be relatively fewer studies that 

have looked at historic data for those states that have recently implemented SSF, usually as part of a 

larger package of tax reforms.   

One study of impacts in Wisconsin revisited earlier work that represented an important source of 

support for SSF.  That analysis found that Wisconsin had seen a 1.7 percent increase in the state’s 

manufacturing employment (approximately 7,500 jobs) during the first four years after SSF 

enactment.  While statistically significant, this increase in jobs was substantially more modest than 

had been projected by earlier analyses.27 

For the five states that have the most experience with SSF for all corporations, GDP growth can be 

tracked over a 15-year period since SSF was enacted.  As Exhibit 7 indicates, the experience of these 

states is mixed.  The collective results, however, are GDP growth that outperforms U.S. averages.   

In the three-decade period before SSF was enacted (i.e. 1970-2000), the economies of these five 

states grew at essentially the same rate as the U.S. as a whole.  With the enactment of SSF, however, 

these economies collectively grew significantly faster than the national average.28  While this is not 

conclusive given the array of factors that influences economic performance, it strongly suggests that 

retaining a status quo non-SSF regime possesses little merit. 

Exhibit 7.  GDP growth in states with SSF since 2000 

Area 

Value of GDP (billions) CAGR for periods indicated 

1970 2000 2015 
1970-
2000 

% of 
US 

2000-
2015 

% of 
US 

United States 1,012 10,226 17,830 8.0% 100.0% 3.8% 100.0% 

Connecticut 16 167 259 8.1% 100.5% 3.0% 78.3% 

Illinois 63 493 775 7.1% 88.7% 3.1% 81.1% 

Iowa 13 95 174 6.9% 85.7% 4.1% 109.1% 

Nebraska 7 58 114 7.3% 91.4% 4.7% 123.5% 

Texas 52 752 1,586 9.3% 115.9% 5.1% 135.1% 

Total/average  151 1,564 2,908 8.1% 101.1% 4.2% 111.7% 
Source.  Bureau of Economic Analysis 

The same pattern holds since 2008 — mixed results for individual states, but collective results that 

are positive.  During the 38-year period (1970-2008) prior to the implementation of SSF in six states 

highlighted in Exhibit 8, these six states collectively underperformed the U.S. average rate of GDP 

growth by nearly 10 percent.  Since SSF was enacted, these states have outperformed the U.S. 

growth rate by more than 13 percent. 

                                                 

27 Bernthal, Jamie et al, “Single sales-factor corporate income tax apportionment:  evaluating the impact in Wisconsin,” 
University of Wisconsin-Madison, May 2012 
28 All gross domestic product (GDP) data are taken from the Bureau of Economic Analysis “Regional Economic 
Accounts” online database at https://www.bea.gov/regional/index.htm 
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Exhibit 8.  GDP growth in states with SSF since 2008 

Area 

Value of GDP (billions) CAGR for periods indicated 

1970 2008 2015 
1970-
2008 

% of US 2008-2015 
% of 
US 

United States 1,012 14,860 17,920 7.5% 100.0% 2.9% 100.0% 

Georgia 19 411 498 8.6% 115.0% 2.7% 94.8% 

Maine 4 50 57 7.1% 94.7% 1.8% 63.7% 

Michigan 46 386 468 5.9% 79.0% 2.7% 95.0% 

New York 112 1,110 1,434 6.4% 85.3% 3.8% 132.4% 

Oregon 10 180 218 8.2% 109.4% 2.6% 89.7% 

Wisconsin 20 245 302 7.0% 93.3% 3.2% 111.7% 

Total/average  212 2,383 2,981 6.8% 90.3% 3.3% 113.4% 
Source.  Bureau of Economic Analysis 

 

There is additional compelling evidence of positive economic impact when one considers 

employment growth.  As shown in Exhibits 9 and 10, these states collectively outperformed the 

country since SSF was enacted, but results varied substantially from state to state.  As was true with 

GDP growth, Texas and New York registered especially robust job growth.  Texas experienced an 

employment growth rate almost 2.4 times the national rate while New York exceeded the national 

rate by more than 50 percent.29  For states that implemented SSF during the 2000-2008 period, 

employment growth went from underperforming the U.S. average by more than 33 percent to 

outperforming the national average by almost 9 percent. 

Exhibit 9.  Employment growth in states with SSF since 2000 

Area 

Employment (millions) CAGR for periods indicated 

1970 2000 2015 
1970-
2000 

% of 
US 

2000-
2015 

% of 
US 

United States 70.23 128.67 144.12 2.1% 100.0% 0.8% 100.0% 

Connecticut 1.19 1.66 1.70 1.1% 53.8% 0.2% 23.7% 

Illinois 4.31 5.87 6.02 1.1% 50.8% 0.2% 21.1% 

Iowa 0.86 1.44 1.58 1.8% 84.5% 0.6% 78.8% 

Nebraska 0.48 0.89 1.02 2.2% 102.9% 1.0% 121.6% 

Texas 3.59 9.20 12.01 3.3% 156.1% 1.9% 236.7% 

Total/average 10.44 19.06 22.32 2.1% 99.4% 1.1% 139.8% 
Source.  Bureau of Labor Statistics 

 

 

 

                                                 

29 All employment data are taken from the Bureau of Labor Statistics “Current Employment Statistics” online database 
at https://www.bls.gov/ces/home.htm 
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Exhibit 10.  Employment growth in states with SSF since 2008 

Area 

Employment (millions) CAGR for periods indicated 

1970 2008 2015 
1970-
2008 

% of 
US 

2008-
2015 

% of 
US 

United States 70.23 136.27 144.12 1.8% 100.0% 0.9% 100.0% 

Georgia 1.54 4.13 4.36 2.7% 149.6% 0.9% 96.3% 

Maine 0.32 0.60 0.61 1.7% 92.4% 0.3% 33.2% 

Michigan 3.03 4.15 4.30 0.9% 47.1% 0.6% 66.6% 

New York 7.06 8.62 9.40 0.5% 29.9% 1.4% 154.0% 

Oregon 0.69 1.70 1.81 2.5% 135.9% 1.1% 113.2% 

Wisconsin 1.52 2.82 2.92 1.7% 93.4% 0.6% 60.2% 

Total/average 14.17 22.02 23.40 1.2% 66.3% 1.0% 108.7% 
Source.  Bureau of Labor Statistics 

Conclusion 

A Way to Improve Maryland’s Economy in a Revenue Neutral Manner  

Maryland has a robust economy with substantial upside.  This potential is based on one of the most 

highly educated workforces in the country, an extraordinary set of universities and research 

institutions with a keen interest in commercializing the intellectual property they generate, a wealthy 

population, and exceptional natural resources, particularly a world-class, deep-water port.  Another 

key resource and economic asset is proximity to the nation’s capital. 

Despite these competitive advantages, Maryland’s economy is failing to realize its full economic 

potential.  The Free State’s economy is also fundamentally unbalanced by excessive reliance on the 

federal government. 

A persistent explanation of this unrealized potential and the overreliance on links to the federal 

government is the perception (and reality) that Maryland’s business climate is deficient.  This 

perception is based in part on the state’s corporate tax structure.   

Single-sales factor is designed to reform Maryland’s approach to corporate taxation.  This reform is 

deliberately focused on providing incentives to companies operating on a multistate basis—the kinds 

of companies that can diversify Maryland’s economy by creating a more balanced business 

community that is less dependent upon the federal government.   

These companies tend to be knowledge-based and are aligned with Maryland’s highly-educated 

workforce, institutional assets, and intermodal transportation network – one that could soon be 

improved through investment in Baltimore’s Howard Street Tunnel and the provision of double-

stacking capacity.  The goal is to reward companies that make significant investments in people and 

physical capital within Maryland’s boundaries.  The current tax regime penalizes such behavior. 
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Today, most of the U.S. economy operates under SSF taxation.  Since 2000, states that collectively 

generate more than 60 percent of the nation’s output have implemented SSF, usually as part of 

reforming their overall corporate tax structures.  This trend will continue in the near-term as more 

states investigate the benefits of SSF apportionment.  As an example of recent research findings, for 

states that implemented SSF in 2008, employment growth went from underperforming the U.S. 

average by more than 33 percent to outperforming the national average by almost 9 percent. 

Increasingly, Maryland is in danger of being one of the few states on the East Coast that does not 

offer SSF as part of an overall job retention and expansion business development strategy.  Those 

few states on the East Coast that still rely on three-factor apportionment methods are actively 

reviewing that approach, conscious of the risk of losing businesses to other states that offer SSF.   

Given these trends and available research, it is not surprising that in Maryland SSF has received 

support from a large portion of the business community.  The state’s Chamber of Commerce 

endorsed SB 842 and HB 1252, which would transition Maryland to a SSF taxation of corporate 

income.30  SSF has also been endorsed by the Greater Baltimore Committee.31 

While some might suggest that businesses tend to favor tax cuts, SSF is not a tax cut.  Maryland’s 

Department of Legislative Services (DLS) reviewed SSF when Senate Bill 842 was submitted to the 

State legislature during the 2016 General Assembly.32  The major findings of this review were that 

SSF would be revenue neutral for state government and would not materially alter local government 

revenues.   

In short, SSF is designed to address the kinds of businesses that can help Maryland fulfill its 

untapped economic potential and reduce its dependence on the federal government – a government 

led by new people with new ideas and that faces both Medicare and Social Security insolvencies over 

the next two decades.   

 

 

  

                                                 

30 Maryland Chamber of Commerce, SB 842:  Corporate income tax – single sales factor apportionment,” March 2, 2016  
31 Fry, Donald C., “Center Maryland:  A priority list for strengthening Maryland’s economy,” Greater Baltimore 
Committee, January 9, 2015    
32 Ruby, Heather N., “Fiscal and policy note:  Corporate income tax – single sales factor apportionment,” Department of 
Legislative Services, 2016 session   http://mgaleg.maryland.gov/2016RS/fnotes/bil_0002/sb0842.pdf 
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Appendix A: The Single Sales Factor Coalition as of February 9th, 2017 

 Allegis Group 

BroadSoft Inc. 

Discovery Communications, Inc. 

Erickson Living 

HMS Host 

Inovalon Holdings 

Maxim Healthcare Services 

Morgan Stanley 

Pandora Jewelry  

T. Rowe Price 

Tenable Network Security 

Tessco Technologies, Inc. 

Tradepoint Atlantic 

Under Armour 

 


