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I.Executive Summary

In early September 2017, Amazon announced its intention to establish a second 
corporate headquarters (known as “HQ2”) in North America, and issued a 
detailed request for proposals (RFP) from interested cities or regions. According 
to their RFP, Amazon expects to invest up to $5 billion and hire as many as 
50,000 employees in up to 8 million square feet of office space at the chosen site 
for HQ2. The City of Newark, with support from the State of New Jersey, was 
one of 238 cities and regions that sent in a proposal in response to the RFP.

In October 2017, Anderson Economic Group, LLC (AEG) evaluated 35 metro-
politan areas on explicit criteria listed in the Amazon RFP in the AEG HQ2 
index. These criteria included costs and productivity of labor, depth of the labor 
pool, state and local business tax burden, and availability of mass transit. We 
found that the New York metro area—which includes Newark—had a sizable 
advantage on other metro areas on metrics including the local labor pool and 
transportation access. However, the New York metro area as a whole ranked last 

on cost metrics.1

Our AEG HQ2 index considered the entire metro area as a whole, rather than 
individual locations within the metro area. In this report, we analyze Newark as 
a location within the New York metro area that has a different cost profile from 
other proposed sites in the area. In the analysis contained in the following 
report, we make use of the data assembled for the HQ2 index; city-specific 
information for Newark and competing locations; and a financial model of 
Amazon operations to directly compare candidate cities like Newark to compet-
itors on costs to Amazon.

PURPOSE OF REPORT 
AND OVERVIEW OF 
APPROACH

The Newark Community Foundation division of the Community Foundation of 
New Jersey (CFNJ) commissioned Anderson Economic Group to assess how 
Newark measures up to other top competitors for HQ2 on two important mea-
sures for Amazon:

• Labor pool depth and racial diversity; and

• Cost of doing business.

1. For more details on the AEG HQ2 index, including an interactive map and detailed methodol-
ogy, see http://www.andersoneconomicgroup.com/Publications/Detail/tabid/125/articleType/
ArticleView/articleId/8287/The-AEG-HQ2-Index-Which-Cities-Could-Be-at-the-Top-of-
Amazons-Wishlist.aspx.
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The Newark Community Foundation identified five competitor cities for the pur-
poses of this analysis. These five competitors consist of the highest-ranking cities 
on our AEG HQ2 index that are not located on the West coast:

• New York City

• Chicago

• Boston

• Atlanta

• Washington, D.C.

Throughout this report, we compare Newark to these competing cities using a 
consistent methodology and data sources, as described below in more detail in 
“Appendix A. Methodology” on page A-1

Labor pool depth and diversity. We compared the labor pool for each metro-
politan area on the following metrics:

• Residents working in occupations relevant to HQ2.

• Degrees and certificates granted each year from local higher education institu-
tions in fields that are relevant to HQ2.

The Newark Community Foundation also requested that we analyze demo-
graphic data to compare the racial diversity of the workforce in each metro area. 
This data was not available by occupation but was available for the entire labor 
force and for students receiving degrees. Occupational data is from the Bureau 
of Labor Statistics (BLS), and degree data is from the Integrated Postsecondary 
Education Data System (IPEDS).

Cost of doing business. To compare costs and profitability for HQ2 in different 
cities, we constructed an income statement for a hypothetical Amazon technical 
and business center, using data from Amazon’s recent financial reports. We 
assumed the facility will operate similarly to Amazon's North American and 
Amazon Web Services (AWS) business units, and will have a scale that is con-
sistent with the initial stages of a new facility as generally described in Ama-
zon's HQ2 RFP.

To facilitate comparisons among cities and metropolitan areas, the output of the 
hypothetical facility is standardized across all locations, while the costs and pro-
ductivity vary. Data on costs and productivity by city are from AEG’s annual 
Business Tax Burden Study, the Bureau of Economic Analysis (BEA), and a 
range of sources on office rental and building costs. The results we present in 
this report are for a facility with approximately 10,000 employees (the amount 
varies by location depending on the productivity of the local workforce).
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OVERVIEW OF 
FINDINGS

Our analysis resulted in the following findings:

 1. Among competitor cities, the New York metro area—which includes 
Newark—has by far the most people working in relevant occupations 
and the most people studying in relevant fields for Amazon HQ2.

Newark businesses have access to the deepest labor pool in the country. There 
are 1.3 million workers in the New York metro area in occupations that are rele-
vant to Amazon HQ2. That is nearly twice the number of workers in any other 
competitor’s metro area. Washington, D.C. has the second-most workers in rel-
evant occupations at 734,000. Figure 1 below shows the number of workers in 
relevant occupations in each of the competitor metro areas.

FIGURE 1. Employees Working in Occupations Relevant to Amazon HQ2 by 
Metropolitan Area, 2016

Similarly, colleges and universities in the New York metro area award nearly 
twice the number of degrees and certificates in fields that are relevant to Ama-
zon HQ2 as colleges and universities in any other competitor metro area. During 
the academic calendar year ending in 2016, New York universities awarded 
over 75,000 degrees and certificates in relevant fields, while the second-ranking 
metro area (Chicago) awarded 40,800.

For more details on occupations and degrees relevant to Amazon, see “Depth 
and Diversity of the HQ2 Workforce” on page 8.

414,370 
342,470 

613,040 

1,309,570 

734,240 

 -

 200,000

 400,000

 600,000

 800,000

 1,000,000

 1,200,000

 1,400,000

Atlanta Boston Chicago New York
(includes Newark)

Washington, D.C.

Source: AEG analysis using base data from the BLS Occupational Employment Survey



Executive Summary

Anderson Economic Group, LLC 4

FIGURE 2. Degrees and Certificates Awarded in Fields Relevant to Amazon HQ2 
by Metropolitan Area, 2016

 2. It would cost Amazon an estimated $17 million less annually to 
locate HQ2 in Newark than in Brooklyn, and $74 million less annu-
ally to locate HQ2 in Newark than in Manhattan. This cost advantage 
will increase after accounting for incentives.

FIGURE 3. Projected Amazon HQ2 Operating and Facility Expenses in Different 
Parts of the New York Metro Area (millions)

We modeled the costs for a hypothetical HQ2 facility in different proposed sites 
within the New York metro area, including Newark, Manhattan, Brooklyn, and 
Long Island City. We found that Newark was the most affordable option by a 
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considerable amount, due in large part to lower facility costs and in small part to 
lower tax costs. 

These results do not take into account incentives. New York City has announced 
that it will not be offering a special incentive package, though both the state and 
the city have incentive programs already available that Amazon HQ2 would 
qualify for. In Newark, the costs would be offset by at least $100 million annu-
ally in tax credits from the State, in addition to incentives provided by the City 

of Newark.1

 3. Among competitor cities, Newark provides the third-lowest costs for 
Amazon HQ2, behind Chicago and Atlanta, before incentives. The 
proposed incentives would put Newark ahead of Chicago. Incentive 
offers from other cities are unknown.

We also modeled the costs for a hypothetical HQ2 facility in Newark and com-
petitor cities. The two most affordable options are Atlanta and Chicago, with 
operating and facility expenses of $1.04 billion annually. Costs in Newark 
would be approximately $50 million per year higher than Atlanta or Chicago, 
but would be lower than Boston or Washington, D.C. Newark and all competi-
tor cities would be lower-cost locations than any of the other New York metro 
area sites.

FIGURE 4. Projected Amazon HQ2 Operating and Facility Expenses in Newark 
and Competitor Cities (millions)

1. Our model estimates costs and profitability associated with HQ2 at the point when it has 
10,000 employees. Newark incentives are conditional on Amazon hiring 30,000 employees 
and $3 billion in the state by the 20th year of the incentive agreement.

Source: Anderson Economic Group projections based on Amazon AWS & NA
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We do not account for incentives in the comparison presented above. Boston did 
not mention incentives in their bid, but has left the door open to providing fur-
ther incentives. Washington, D.C., and Atlanta have not provided details about 
the incentive packages they offered, but Atlanta has publicly stated that their 
incentive package is very aggressive.

Chicago has offered a state incentive package that would be equivalent to $25 
million a year for 10,000 employees making $100,000, in addition to property 
tax breaks, infrastructure assistance, and worker training funds. As stated ear-
lier, Newark’s package would result in at least $100 million in credits per year, 
more than closing the projected $50 million annual cost gap with Chicago, but 
of course these incentives go away in the long term.

LIMITATIONS Detailed financial information about Amazon’s operations and future business 
plans is proprietary and not available to AEG consultants. The analysis con-
tained in this report relies upon simplifying assumptions regarding operating 
costs, tax liabilities, and labor market conditions, as well as estimates of future 
economic conditions, incentives offered by state and local governments, busi-
ness plans of Amazon, and other factors that cannot be known in advance.

The findings in this report are not investment or tax advice, nor is our analysis a 
substitute for investor review of the financial statements and disclosures of 
Amazon Inc. Business plans, tax policies, labor costs, and other relevant factors 
will change in the future, and we make no representation regarding these.

ABOUT ANDERSON 
ECONOMIC GROUP

Anderson Economic Group, LLC is a boutique research and consulting firm, 
with offices in East Lansing, Michigan; Chicago, Illinois; New York, New 
York; and Istanbul, Turkey. The experts at AEG specialize in economics, public 
policy, site selection, business valuation, and industry analyses. They have con-
ducted nationally-recognized economic studies for private, public, and non-
profit clients across the United States. Recent notable work by AEG consultants 
includes:

• “The AEG HQ2 Index: Which Cities Could Be at the Top of Amazon’s 
Wishlist?” published in October 2017.

• Annual State Business Tax Burden Rankings, published since 2007. 

• “The Economic Impact of Business Tax Credits in Tennessee,” published in 
December 2016.

• “The Economic Impact of the Barack Obama Presidential Library in Chicago,” 
provided to the University of Chicago in April 2014.

• “The University Research Corridor’s Support for Information and Communica-
tion Technology in Michigan,” published in May 2011.
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Work by AEG has been utilized in legislative hearings, legal proceedings, and 
public debates, as well as major planning exercises and executive strategy dis-
cussions. For more information, please see “Appendix C: About AEG” on 
page C-1 or visit www.AndersonEconomicGroup.com.

© 2018 Anderson Economic Group, LLC. http://www.andersoneconomic-
group.com.

Analysis in this report uses the Rapid Recursive™ toolbox from Supported 
Intelligence, LLC. http://www.SupportedIntelligence.com. Data from AEG 
HQ2 index is used with permission. Other data is in the public domain. The 
Rapid Recursive™ toolbox is covered by US patent 9,798,700. Other US and 
international patents are pending.
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II.Depth and Diversity of the HQ2 Workforce

The primary consideration for almost any company selecting a headquarters site 
is the ability to recruit talent. This is likely to be an even greater point of empha-
sis for Amazon in identifying a site for HQ2 for two reasons:

• The potentially enormous size of HQ2 will require that it locate in a place where 
it can attract a sufficient pool of qualified employees.

• Amazon, unlike most firms, does not need to prioritize proximity to suppliers or 
clients. Since Amazon’s suppliers and clients are everywhere, Amazon is free to 
seek the best site for talent and other priorities.

In this section, we present analysis comparing the size and demographic diver-
sity of the labor pool for HQ2 in the New York metro area to the labor pool in a 
set of competing metro areas. This includes a summary of our analysis on how 
many residents in each metro area work in relevant occupations. We also pro-
vide data on the number and racial diversity of students graduating from local 
higher education institutions with relevant degrees and certificates each year.

We focus on the metropolitan area in the ensuing analysis because employers 
tend to have access to the entire labor pool in a metro area, as residents regularly 
commute for work across city boundaries within metro areas.

EMPLOYMENT IN 
RELATED 
OCCUPATIONS

We identified a broad set of occupations that we expect to make up the work-
force at Amazon HQ2. These occupations include:

• Management occupations

• Business and financial occupations

• Mathematical and computer occupations

• Lawyers

• Editors and technical writers

• Public relations specialists and sales agents

For a detailed list of the occupations we include in our estimates, see Table 5 on 
page A-5.

We found that the New York metro area has almost twice as many people work-
ing in relevant occupations than any other competitor metro area. There are 1.3 
million workers in the New York metro area in occupations that are relevant to 
Amazon HQ2. Washington, D.C., has the second-most workers in relevant 
occupations at 734,000, followed by Chicago with 613,000. Figure 5 on page 9 
shows the number of workers in relevant occupations in each of the competitor 
metro areas.
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FIGURE 5. Employees Working in Occupations Relevant to Amazon HQ2 by 
Metropolitan Area, 2016

NEW GRADUATES In addition to workers who are currently employed in relevant occupations, 
firms draw heavily from local colleges and universities to attract talent. To esti-
mate the size of this talent pool in the New York metro area and competitor 
metro areas, we estimated the number of college graduates in 2016 with a 
degree or certificate in a field relevant to Amazon HQ2. For each metro area, we 
included all degrees and certificates granted by all higher education institutions 
within the metro area. Among the fields we included in our estimates were:

• Computer and information services

• Business, management, and marketing

• Law

• Computer and electrical engineering

• Public relations, advertising, and publishing

For a detailed list of the fields of study we included in our degrees analysis, see 
Table 4 on page A-4.

We found that the size of the workforce coming out of schools in the New York 
metro area far surpasses that in other metro areas. During the academic calendar 
year ending in 2016, New York universities awarded over 75,000 degrees and 
certificates in relevant fields, while the second-ranking metro area (Chicago) 
awarded 40,800.
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FIGURE 6. Degrees and Certificates Awarded in Fields Relevant to Amazon HQ2 
by Metropolitan Area, 2016

RACIAL DIVERSITY OF 
WORKFORCE

The Newark Community Foundation stated an interest in the extent to which the 
racial diversity of the workforce for Amazon varies among the competitor metro 
areas we analyze. Race data by occupation is not available across a wide range 
of occupations, so we were unable to obtain this information for those currently 
working in relevant occupations within each metro area. However, race data for 
the labor force, as a whole, as well as for those receiving degrees and certifi-
cates in relevant fields, is available.

Labor Force Diversity

The labor force is defined as those who are either employed or looking for work. 
Note that the data presented in this section is not limited to only those who are 
working in or have expertise in an area relevant to HQ2. Figure 7 on page 11 
shows the racial breakdown of the labor force in each of the competitor metro 
areas.
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FIGURE 7. Race Characteristics of Labor Force in Competitor Metro Areas, 
2016

FIGURE 8. Race Characteristics of Those Receiving Degrees in Fields Relevant 
to Amazon HQ2 by Metro Area, 2016

Diversity of College Graduates

While data on race for those working in occupations relevant to HQ2 are not 
available, data on race for those graduating with degrees relevant to HQ2 are 
available. In Figure 8 above, we show racial diversity for graduates who were 
awarded relevant degrees in all competitor cities in the academic calendar year 
ending in 2016.
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III.Comparing the Cost of Operations for HQ2

In this section, we present the results of our analysis comparing the profitability 
and costs for Amazon HQ2 in Newark and a set of competitor cities.

SCALE AND 
STRUCTURE OF 
PROPOSED HQ2

To estimate the costs and profitability of operations for HQ2, we first estimated 
an income statement for a a hypothetical Amazon Inc. technical and business 
center, using data from Amazon's Form 10Ks for 2014, 2015, and 2016. We 
assume the facility operates similarly to Amazon’s North American and Ama-
zon Web Services (AWS) business units. To facilitate comparisons among cities 
and metropolitan areas, the output of the hypothetical facility is standardized 
across all areas while costs and productivity vary.

Since 50,000 employees is an aspirational goal for HQ2 that is unlikely to occur 
for at least 10 years or more, we chose to model an HQ2 that houses approxi-
mately 10,000 employees as a medium-term estimate. Most of our estimates 
scale with employment, so the magnitude of our results would change with dif-
ferent assumptions about employment, but the general relationship among costs 
in different cities would not change significantly.

Our consultants examined the Amazon North America and AWS operations 
across multiple years. We estimated the productivity of workers in those seg-
ments. On that basis, we projected approximate output of $4.6 billion for an 
Amazon HQ2 operation that consists of business activities similar to those now 
conducted by Amazon's NA and AWS segments and houses approximately 
10,000 employees. Of course, the future operations of Amazon, and every other 
company, will change over time, but these estimates are based in the only pub-
licly available foundation for estimating Amazon’s operations at HQ2.

TABLE 1. Baseline Annual Income Statement for Amazon HQ2

Revenue/Expense Category Total (millions)

Revenue $4,600

Cost of Goods Sold & Fulfillment $3,344

     Gross Profit $1,256

Operating Expenses $984

Facility Costs $92

     Operating Profit $179

Other Expenses $2

     Pre-tax Profit $133

Source: Anderson Economic Group projections based on Amazon 
AWS & NA financial data for 2016, HQ2 RFP.
Note: Estimates are based on an HQ2 with approximately 10,000 
employees
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In this simplified income statement, operating expenses include marketing, 
technology, and a portion of administrative costs. This category includes almost 
all payroll costs associated with the facility and also includes state and local 
taxes that are not corporate income taxes.

Facility costs include cost of building, permitting, moving employees, training 
and hiring, rent or rent equivalents, utilities, and service costs.

OPERATING AND 
FACILITY COSTS IN 
NEWARK AND 
COMPETITOR CITIES

The income statement in Table 1 on page 13 represents the operating and facil-
ity costs associated with a facility located in the average North American city. 
To estimate the impact on Amazon costs and profits of locating HQ2 in any par-
ticular city, we adjusted the operating and facility expenses using data on com-
pensation, worker productivity, taxes, and office rents for each location. In 
Figure 10 below and Figure 11 on page 15, we show how these costs vary 
among Newark and its competitors both within the New York metro area and in 
other metro areas.

FIGURE 10. Projected Amazon HQ2 Annual Operating and Facility Expenses in 
Different Parts of the New York Metro Area (millions)

Newark is a more affordable destination than its counterparts in the New York 
metro area almost exclusively due to the lower cost of building, renting, and 
maintaining a facility there. Amazon would also realize some savings since the 
business taxes in New Jersey are marginally lower than those in New York. We 
estimate that, in all, locating in Newark as opposed to Brooklyn or Manhattan 
would save Amazon almost $20 million or $80 million per year, respectively.
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Other metro areas would cost less than the New York metro area for HQ2. New-
ark is in the middle of the pack on cost relative to the competitor cities that we 
reviewed. While facility expenses at Newark are near the most affordable (only 
$3 million per year more expensive than Atlanta, which has the lowest facility 
costs), it has among the highest operating expenses due to labor costs and taxes. 
In sum, costs for Newark would be approximately $50 million per year higher 
than Atlanta or Chicago, but would be lower than Boston or Washington, D.C. 

FIGURE 11. Projected Amazon HQ2 Annual Operating and Facility Expenses in 
Newark and Competitor Cities (millions)

PROFITABILITY IN 
NEWARK AND 
COMPETITOR CITIES

These differences in cost by location will affect Amazon’s bottom line. We used 
our model to estimate the pre-tax profit that Amazon would derive from the 
marginal output associated with HQ2 operations, and how profits would vary by 
the site chosen for HQ2. In Table 2 on page 16, we show how the income state-
ment outlined in Table 1 on page 13 would change if HQ2 locates in Newark 
and each of the competitor cities.

We control for productivity in our estimates, so the constant factor across all cit-
ies is the level of output required from the facility. Employment will vary by 
city, as Amazon will need to hire fewer workers in those cities that have a more 
productive workforce.

While establishing HQ2 will be a profitable enterprise in any city, there is a 
stark difference in profitability among the options. The difference in pre-tax 
profit between the highest- and lowest-profit options is more than $130 million 
per year. Furthermore, this is for a 10,000-person facility. If Amazon 

Source: Anderson Economic Group projections based on Amazon AWS & NA
financial data for 2016, HQ2 RFP.
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approaches its aspirational goal of 50,000 employees at HQ2, the differences 
between cities will be much greater.

Note that we have only been able to take into account the measurable productiv-
ity of the workforce in each metro area. We are not able to account for certain 
intangible benefits such as access to transit or a stable and business-friendly 
environment that would also affect Amazon’s location decision and may affect 
profitability in an unpredictable way.

INCENTIVES None of the above analysis takes into account incentives, which are likely to 
play a significant role in Amazon’s decision. Proposals to Amazon are—with a 
few partial exceptions—confidential, so we have limited information on the 
incentives that would be offered in each metro area. We describe what we know 
about incentives for each city below.

Newark. The State of New Jersey and City of Newark have announced that 
they will provide significant incentives to Amazon. The State of New Jersey 
will provide $10,000 in tax credits per year for ten years for each employee. 
Newark will offer a credit equivalent to 100% of the city’s payroll tax withhold-
ing for Amazon employees and will reduce property taxes by a total of $1 bil-
lion over 30 years.

New York City. New York City has stated publicly that it will not be offering 

any special incentives.2 The State of New York and New York City, however, 
already have in place several economic incentive programs for large invest-

TABLE 2. Annual Income Statement for HQ2 Activities if HQ2 Locates in Newark vs. Competitor Cities 

(millions)

Revenue/Expense Category Newark Manhattan Brooklyn Atlanta Boston Chicago
Washington, 

D.C.

Revenue $4,600 $4,600 $4,600 $4,600 $4,600 $4,600 $4,600

Cost of Goods Sold & Fulfillment $3,344 $3,344 $3,344 $3,344 $3,344 $3,344 $3,344

     Gross Profit $1,256 $1,256 $1,256 $1,256 $1,256 $1,256 $1,256

Operating Expenses $1,003 $1,007 $1,007 $955 $998 $948 $1,030

Facility Costs $84 $158 $101 $81 $96 $90 $101

     Operating Profit $169 $91 $148 $220 $161 $217 $125

Other Expenses $2 $2 $2 $2 $2 $2 $2

     Pre-tax Profit $167 $88 $145 $217 $159 $215 $122

Source: Anderson Economic Group projections based on Amazon AWS & NA financial data for 2016, HQ2 RFP.

Note: Numbers may not sum exactly to totals due to rounding. Estimates are based on an HQ2 with approximately 10,000 employees.

2. Charles V. Bagli, “In Amazon Bid, New York Brags About, Well, Everything,” New York 
Times, October 18, 2017.
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ments of this type. Incentives offered under those programs are usually subject 
to negotiation, so it is difficult to predict the magnitude of incentives likely to be 
offered.

Atlanta. Very few details of the Atlanta proposal have been revealed. However, 
city leaders have hinted that the proposed incentives from both the State of 

Georgia and the City of Atlanta are large.3

Boston. Boston has left incentives out of its proposal, deciding to wait for future 

negotiations.4

Chicago. The State of Illinois would provide Amazon with tax credits under the 
existing EDGE program, which includes a refundable tax credit equivalent to 
half of state income taxes on employee earnings. The package also includes a 
suite of other credits (under already existing programs) including investment tax 
credits, utility tax exemptions, and sales tax exemptions on construction materi-
als. The City of Chicago and Cook County have also offered property tax breaks 

worth an estimated $60 million.5

Washington, D.C. No information has been released on the economic incen-
tives that may have been included in the Washington, D.C. proposal.

Chicago and Newark are the only cities that have released enough details for us 
to quantify the impact of incentives on costs. Newark’s incentives will total at 
least $100 million annually in tax credits from the State, in addition to incen-
tives provided by the City of Newark, for 10,000 employees. We estimate that 
Chicago’s package would be equal to approximately $25 million a year, in addi-
tion to approximately $6 million, on average, in property tax incentives. New-
ark’s incentives are more than enough on an annual basis to close the $48 
million gap estimated in Table 2 on page 16.

Conclusion

In the “Depth and Diversity of the HQ2 Workforce” on page 8, we showed that 
Newark is part of a metropolitan area with by far the deepest labor pool with rel-
evant occupations and expertise for HQ2. In this chapter, we showed that within 
the New York metropolitan area, Newark provides the most cost-competitive 
location paired with a set of incentives likely to exceed any offered by New 

3. Scott Trubey and Greg Bluestein, “Reed: Georgia leaving’ nothing on the table’ in hunt for 
Amazon HQ2,” Atlanta Journal-Constitution, October 19, 2017.

4. Zeninjor Enwemeka, “Boston Pushes Talent And Education In Amazon HQ2 Bid,” WBUR 
Bostonomix, October 20, 2017.

5. Bill Ruthhart and Monique Garcia, “Illinois, Chicago letter to Amazon: $2 billion in tax 
breaks, maybe more,” Chicago Tribune, October 24, 2017.
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York City and New York State. While Newark trails Chicago and Atlanta in 
terms of estimated annual costs for HQ2, it appears that the incentive package 
offered by Newark and the State of New Jersey will more than level the playing 
field on costs with Chicago as long as those incentives last (incentives for 
Atlanta are unknown).

The process for selecting the site for HQ2 is a secretive one, and we can only 
engage in informed speculation about Amazon’s priorities. There are other 
important factors that we don’t consider explicitly in this report, such as infra-
structure, access to transit, quality of life, and a stable and business-friendly 
environment. But among those sites with access to by far the largest pool of tal-
ented workers for HQ2, we have identified the lowest-cost option: Newark.
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Appendix A. Methodology

In this appendix, we present a detailed methodology for all aspects of this 
report, including important assumptions and data sources.

CALCULATING 
“INCOME IN PLACE” 
FOR HQ2

We calculate income for a proposed business in multiple metropolitan areas in 
the United States, using data on costs and productivity from Anderson Eco-
nomic Group and other sources.

The proposed business is a hypothetical Amazon Inc. technical and business 
center, as estimated by Anderson Economic Group consultants using data from 
Amazon's Form 10Ks for 2014, 2015, and 2016. We assume the facility oper-
ates similarly to Amazon’s North American and AWS business units, and has a 
scale that is consistent with the initial stages of a new facility as generally 
described in Amazon's HQ2 RFP. To facilitate comparisons among cities and 
metropolitan areas, the output of the hypothetical facility is standardized across 
all areas, while the costs and productivity vary.

Facility Scale and Structure

We assume the scale of the initial phase of the facility using implied informa-
tion from the Amazon 10K and professional judgement (and some guesswork) 
regarding the proposed facility. In particular, we assume:

• A first-stage facility as having approximately 10,000 workers;

• Productivity of these workers is similar to current Amazon employees in the 
North American and AWS units; and

• Fulfillment (warehouse and delivery) operations take place largely in other 
facilities.

Based on these assumptions (which, as noted in “Limitations” on page 6, we 
cannot warrant), we projected the scale and cost structure of the proposed HQ2 
operation. In its annual report (Form 10K) for 2016, and quarterly report (form 
10Q) for September 30, 2017, Amazon describes the organization of its busi-
ness, and its manner of assigning expenses, as follows: “We have organized our 
operations into three segments: North America, International, and AWS. We 
allocate to segment results the operating expenses ‘Fulfillment,’ ‘Marketing,’ 
‘Technology and content,’ and ‘General and administrative’ based on usage, 
which is generally reflected in the segment in which the costs are incurred.”

For our analysis, we identified the following categories of costs, expressed as a 
ratio to net revenue in Table 3 on page A-2:

• COGS (cost of goods sold) and fulfillment, which combines Amazon's “cost 
of sales” and “fulfillment” categories. We assumed the COGS related to the 
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products and services generated or otherwise arising from the HQ2 operations 
would be largely the same across all metro areas, and at all stages of operation.

• Operating expenses, which combines “marketing,” “technology,” and half of 
“general and administrative” costs.

• Other expenses, which includes half of “other” expenses, as defined in Ama-
zon’s financial statements.

• Facility costs related to this specific facility, which include costs of building, 
permitting, moving employees, training and hiring, rent or rent equivalents, util-
ities, and service costs for the facility itself. Note that the “facility” cost cate-
gory here will not match the accounting conventions used in the company’s 
financial statements, and is broken out to allow for direct comparisons across 
cities. Note also that the presence of incentives will probably affect the effective 
cost of the items in the “facility” category, particularly land, buildings, and 
training of workers.

We estimated the following ratios of costs to revenues for each of the categories 
described above, on average. These represent the basis for the baseline income 
statement shown in Table 1 on page 13:

We estimated net revenue for Amazon HQ2 using a productivity ratio for 
employees in North America that are in the “marketing,” “technology,” and 
“general and administrative” segments. There is an estimated $460,000 in reve-
nue per employee in these segments, suggesting that the net output associated 
with a facility with 10,000 employees will be $4.6 billion.

Cost Factors for Each Location

Using AEG HQ2 data, we calculated cost factors for each city or metro. These 
factors are ratios to 1, where 1 is the average value for that cost across all met-
ros. The cost categories we included in our estimates were Cost of Labor 
(defined as total compensation divided by total output), Business Tax Burden, 
and Office Rents.

We specified weights for these factors, to be used in adjusting the operating and 
facility costs in the baseline income statement. We then calculated the operating 

TABLE 3. Costs for Proposed Facility, Expressed as Ratios to Net Revenue

Expense Category Ratio

COGS and Fulfillment 0.727

Operating Expenses 0.214

Other Expenses 0.0005

Facility Costs 0.02

Source: AEG projections based on 
Amazon AWS & NA financial 
information for 2016.



Anderson Economic Group, LLC A-3

and facility costs for each city or metro as the weighted combination of specific 
factors.

To determine our weights, we estimated that 45% of operating costs would be 
due to labor at HQ2, 10% of operating costs would be due to state and local 
taxes, and 50% of facilities costs would be from rent or construction costs. We 
made the assumption that rent costs are proportional to construction and permit-
ting costs in our estimates.

Generating Income Statements for Each City

To create standardized income statements for the proposed facility in each city 
and for each stage of operation, we used functionality from the Rapid Recur-
sive™ toolbox. As inputs to this function, we used the base cost ratio assump-
tions (for COGS and fulfillment, operating, facility, and other costs), combined 
with cost factors that vary by metro and city.

Because operating costs (including wages and taxes) and facility costs (includ-
ing rent and construction costs) vary by place, each income statement is differ-
ent. The summary results from this analysis for each competitor city is 
presented in Table 2 on page 16.

COMPARISON WITH 
OTHER AEG 
ANALYSIS 

The AEG HQ2 Index allows for rankings and comparisons among metropolitan 
areas, based on how well characteristics of these areas match up with the 
explicit criteria listed in the Amazon HQ2 RFP. Every category of indicator for 
which data are available is assigned the same weight in this ranking, without 
any attempt to prioritize them in terms of importance.

The analysis presented in this report, on the other hand, focuses on the likely 
profitability of a standardized facility in each city, and uses the financial struc-
ture of the likely Amazon HQ2 facility's operation as a basis for estimating that 
profitability. As a result, factors that directly affect profitability (such as costs 
and productivity of labor) are the only ones that impact the result of this analy-
sis. These costs are, of course, only one of several factors that Amazon will take 
into account in determining the location for HQ2.

DEGREE 
COMPLETIONS

We estimated the total number of degrees and certificates granted by for-profit, 
nonprofit, and public higher education institutions in each of the competitor 
metro areas using data from the Integrated Postsecondary Education Data Sys-
tem (IPEDS). We only included fields of study that were particularly relevant 
for potential employees at HQ2. The degrees we included are in Table 4 on page 
A-4, along with the corresponding Classification of Instructional Programs 



Anderson Economic Group, LLC A-4

(CIP) code.

This list has been refined since we released the AEG HQ2 index, so the num-
bers contained in this report do not match those contained in the methodology 
for the HQ2 index.

EMPLOYMENT IN 
RELATED 
OCCUPATIONS

We estimated the number of people working in occupations that are likely to 
occur at HQ2 in each metro area using data from the Bureau of Labor Statistics 
Occupational Employment Statistics. See Table 5 below for the list of occupa-

TABLE 4. Degree Fields Relevant to Amazon HQ2

Field of Study CIP Code

Public Relations, Advertising, and Applied Communication 9.09

Publishing 9.10

Computer and Information Sciences and Support Services 11

Computer Engineering 14.09

Electrical, Electronics, and Communications Engineering 14.10

Systems Engineering 14.27

Operations Research 14.37

Computer Engineering Technologies/Technicians 15.12

Non-Professional General Legal Studies (Undergraduate) 22.00

Law 22.01

Legal Research and Advanced Professional Studies 22.02

Mathematics and Statistics 27

Interdisciplinary Study in Systems Science and Theory 30.06

Interdisciplinary Study in Mathematics and Computer Science 30.08

Interdisciplinary Study in Accounting and Computer Science 30.16

Interdisciplinary Study in Computational Science 30.30

Interdisciplinary Study in Human Computer Interaction 30.31

Economics 45.06

Design and Applied Artsa

a. In the “Design and Applied Arts” category, we exclude “Fashion/Apparel 
Design” and “Interior Design.”

50.04

Business, Management, Marketing, and Related Support Servicesb

b. In the “Business, Management, Marketing, and Related Support Services” cate-
gory, we exclude “Hospitality Administration/Management,” “Real Estate,” and 
“Construction Management.”

52

Source: IPEDS
Analysis: Anderson Economic Group, LLC



Anderson Economic Group, LLC A-5

tions, along with the corresponding occupation code.

DATA SOURCES 1. Data from Anderson Economic Group HQ2 Index, which includes: The AEG 
Business Tax Burden studies, Census data, office cost data, BLS data, and other 
sources. See AEG HQ2 source memorandum dated Oct. 2017 at: http://
www.andersoneconomicgroup.com.

2. Data on degrees and student demographics from NCES IPEDS.

3. Data on compensation and GDP by metro area and industry from the Bureau of 
Economic Analysis.

4. Data on office rents for all metro areas from Jones Lang LaSalle United States 
“Office Outlook,” Q4 2016.

5. Data on office rents by neighborhood in the New York metropolitan area from 
Loopnet.com. We viewed a random sample of rents for spaces that are currently 
available for rent that are 100,000 square feet or higher, as of December 26, 
2017.

TABLE 5. Occupations Relevant to Amazon HQ2

Field of Study Occ. Code

Chief Executives 11-1011

General and Operations Managers 11-1021

Advertising and Promotions Managers 11-2011

Marketing Managers 11-2021

Sales Managers 11-2022

Public Relations and Fundraising Managers 11-2031

Computer and Information Systems Managers 11-3021

Purchasing Managers 11-3061

Transportation, Storage, and Distribution Managers 11-3071

Compensation and Benefits Managers 11-3111

Human Resources Managers 11-3121

Training and Development Managers 11-3131

Business and Financial Operations Occupations 13-0000

Computer and Mathematical Occupations 15-0000

Lawyers 23-1011

Graphic Designers 27-1024

Public Relations Specialists 27-3031

Editors 27-3041

Technical Writers 27-3042

Advertising Sales Agents 41-3011

Source: Bureau of Labor Statistics Occupational Employment Statistics
Analysis: Anderson Economic Group, LLC
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6. Amazon Inc. Annual Reports on Form 10K for years 2016, 2015, and 2014; as 
well as Amazon quarterly statements and some investment commentary.

7. Amazon HQ2 RFP, September 2017.

8. Press reports and public statements from various candidate cities. No confiden-
tial data from cities are included, unless specifically noted.

9. Anderson Economic Group estimates, based on partial information, of city and 
state proposals; fiscal risks; and operating profile of proposed Amazon HQ2.

10.Projections and assumptions by economic development representatives or AEG 
consultants on priorities and operations for Amazon HQ2.

© 2017 Anderson Economic Group, LLC. http://www.andersoneconomic-
group.com.

Analysis in this report uses the Rapid Recursive™ toolbox from Supported 
Intelligence, LLC. http://www.SupportedIntelligence.com. Data from AEG 
HQ2 index is used with permission. Other data is in the public domain. The 
Rapid Recursive™ toolbox is covered by US patent 9,798,700. Other US and 
international patents are pending.
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Appendix B. About Anderson Economic Group

Anderson Economic Group, LLC is a boutique consulting firm founded in 1996, 
with offices in East Lansing, Chicago, and Istanbul. Our team has a deep under-
standing of advanced economic modeling techniques and extensive experience 
in multiple industries in multiple states and countries. We are experts across a 
variety of fields in tax policy, strategy and business valuation, site selection, 
public policy, economic analysis, and market and industry analysis.

The consultants at Anderson Economic Group are often published on topics 
within their respective fields of expertise. Publications from our team include:

• Annual State Business Tax Burden Rankings, published since 2007. 

• The State Economic Handbook, published by Palgrave Macmillan, 2008, 2009, 
and 2010.

• The Economics of Business Valuation: Toward a Value Functional Approach, 
published by Stanford University Press in 2013.

• Business Economics and Finance with MATLAB®, GIS, and Simulation Models, 
published in 2000.

• “The Economic Impact of Business Tax Credits in Tennessee,” published in 
December 2016.

• “The Economic Impact of the Barack Obama Presidential Library in Chicago,” 
provided to the University of Chicago in April 2014.

• “The University Research Corridor’s Support for Information and Communica-
tion Technology in Michigan,” published in May 2011.

Past clients of Anderson Economic Group include:

• Governments: The government of Canada; the states of Michigan, North Caro-
lina, Kentucky, Tennessee, and Wisconsin; the cities of Detroit, Cincinnati, and 
Sandusky; counties such as Oakland County, and Collier County; and authori-
ties such as the Detroit-Wayne County Port Authority.

• Corporations: CVS Caremark, Ford Motor Company, First Merit Bank, Lithia 
Motors, Spartan Stores, Nestle, and InBev USA; automobile dealers and dealer-
ship groups representing Toyota, Honda, Chrysler, Mercedes-Benz, General 
Motors, Kia, and other brands.

• Nonprofit organizations: Foundations such as the Hall Foundation and the 
Joyce Foundation; higher education institutions including the University of Chi-
cago and University of Michigan; and trade associations and unions such as the 
Michigan Manufacturers Association, National Association of Realtors, Service 
Employees International Union, the Illinois Chamber of Commerce, and Busi-
ness Leaders for Michigan. 

Please visit www.AndersonEconomicGroup.com for more information.
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