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STATES IN CRISIS

California companies
fleeing the Golden
State

By Tami Luhby @CNNMoney July 12, 2011: 12:51 PM ET

California companies, including PayPal, have been expanding or relocating outside the Golden
State. PayPal recently opened a facility in Arizona.
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NEW YORK (CNNMoney) -- Buffeted by high taxes, strict regulations and
uncertain state budgets, a growing number of California companies are
seeking friendlier business environments outside of the Golden State.

And governors around the country, smelling blood in the water, have stepped
up their courtship of California companies. Officials in states like Florida,
Texas, Arizona and Utah are telling California firms how business-friendly
they are in comparison.

Companies are "disinvesting" in
California at a rate five times greater than just two years ago, said Joseph
Vranich, a business relocation expert based in Irvine. This includes leaving
altogether, establishing divisions elsewhere or opting not to set up shop in
California.

"There is a feeling that the state is not stable,” Vranich said. "Sacramento
can't get its act together...and that includes the governor, legislators and
regulatory agencies that are running wild."

The state has been ranked by Chief Executive magazine as the worst place
to do business for seven years.

"California, once a business friendly state, continues to conduct a war on its
own economy,” the magazine wrote.

That is about to change, at least if Lieutenant Governor Gavin Newsom has
anything to say about it. Newsom is developing a plan to address the state's
economic Achilles heels, and build on its strengths. It will be unveiled at the
end of July.

"California has got to get its act together when it comes to economic
development and job creation," he said.

While not all companies investing elsewhere are doing so for economic
reasons, some are shopping around for lower costs, lighter regulations,
stable leadership and government assistance and incentives.

http://money.cnn.com/2011/06/28/news/economy/California_companies/i...

Most Popular

Netflix hikes prices for DVDs + streaming
Light bulb ban riles up lawmakers

California companies fleeing the Golden State
World's most expensive cities

Gold strikes new high after Fed comments

Mortgage & Savings Center

Mortgages Home Insurance Credit Cards
Equity Loan

Overnight Avg Rate Latest Change
30 yr fixed 4.50%

15 yr fixed 3.64%

5/1 ARM 3.06%

30 yr refi 4.57%

15 yr refi 3.74%

View rates in your area
Enter ZIP code

Today's featured rates:

15 yr fixed mtg, 0 points, Orlando, FL, APR 3.875%
*Rates subject to change

Economic Calendar
Latest Report

Manufacturing (ISM)
Home Prices

GDP

Consumer Confidence
Inflation (CPI)

Retail Sales

Job Growth

Job Search

job title or company :Iocaiiun

Accounting jobs Engineering jobs Finance jobs
Management jobs Marketing jobs Sales jobs

SEE ALL JOBS

CNNMoney Sponsors

172
572

954

42

CDs

Last Week
4.58%
3.71%
3.16%
4.68%

3.83%

Rate data provided
by Bankrate.com

Next Update
Aug. 1

July 26
July 29
July 26
July 15
July 14
July 8

simply

7/12/2011 4:37 PM



States court California companies - Jul. 12, 2011

30f6

The most popular places to go? Texas, Arizona, Colorado, Nevada, Utah,
Virginia and North Carolina, said Vranich. All rank in the Top 13 places to do
business, according to Chief Executive.

No budget, no pay for California lawmakers

After 15 years in Monterey Country, Calif., Feel Golf relocated its
headquarters to Florida earlier this year after it acquired Pro Line Sports,
which was based in the Sunshine State.

"The whole state is a bureaucratic Santa Claus," said Lee Miller, chief
executive of the golf equipment company, of his former home. "There's a
very high cost of doing business."

In Florida, he found a better work pool, lower operating costs and no
personal income taxes.

"Overall, it's just a better environment," he said.

PayPal opened a new customer services and operations center in Chandler,
Ariz., in February, bringing 2,000 jobs to the area. The San Jose,
Calif.-based tech firm, along with its parent eBay, also added 1,000 jobs in
Austin, Texas, and expanded operations in Utah.

"They have business-friendly environments," said Kathy Chui, a
spokeswoman for eBay.

Other states, which are revving up their job creation efforts in the weak
economy, are making sure California firms know the advantages to doing
businesses with them.

Utah, for instance, touts its stable government, balanced budget and AAA
debt rating, said Todd Brightwell, vice president at the state's Economic
Development Corp.

"We promote predictability,” said Brightwell, whose agency features an
online comparison between the states in terms of taxes, real estate costs,
utility expenses, cost of living and other metrics.

Over the past 18 months, the state become much more proactive in courting
California firms. It now visits there regularly to reach out to target
companies. The strategy has been successful. Adobe has expanded
operations in Utah, as has Electronic Arts.

California companies are also reaching out to other states. Sandra Watson,
chief operating officer of the Arizona Commerce Authority, said she's seeing
a growing number of California firms looking to expand outside the state.

The economic downturn has forced companies to find ways to reduce their
costs, she said. Arizona is trying to capitalize on that by promoting its lower
workers compensation and unemployment insurance taxes, as well as its
aggressive incentive packages.

"There's a lot of competition out there and companies are re-evaluating their
strategies," she said.

http://money.cnn.com/2011/06/28/news/economy/California_companies/i...

7/12/2011 4:37 PM



