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EXECUTIVE SUMMARY

 The Regulation Impact Analysis Report, prepared by the StratACUMEN team for the Colorado Chamber of Commerce, 
provides a comprehensive examination of the e�ects of increasing regulatory burdens on the state's economy, businesses, and 
workforce. As Colorado navigates a complex regulatory landscape, this report highlights critical �ndings regarding the economic 
consequences of heightened regulations, particularly for Small and Medium-Sized Businesses (SMBs). The analysis reveals that a 
10% increase in industry-speci�c regulations correlates with notable declines in business startups and employment rates, indicating 
a signi�cant challenge for economic growth.

 This report underscores the multifaceted impacts of regulations, including rising consumer prices and disproportionate 
e�ects on low-income households. For instance, for every 10% aggregate increase in business regulations, each Small and 
Medium-Sized Business in Colorado loses up to 2.66 jobs. The �nancial strain of regulatory compliance also contributes to lost sales. 
Small and Medium-Sized Businesses experience a loss of up to 3.5 jobs annually due to sales lost after a 10% increase in business 
regulations. Additionally, the large number and the complexity of business regulations can further exacerbate job losses. These job 
losses could reach up to 1.75 jobs per Small and Medium-Sized Business annually. These consequences often arise from regulations 
that do not achieve their intended goals, ultimately hindering the growth and sustainability of Small and Medium-sized Businesses. 
The �ndings further suggest that regulations contribute to greater income inequality. 

 Additionally, this report presents a detailed overview of Colorado's regulatory environment, including a comparative analysis 
of state-speci�c regulations versus federal standards. It highlights the necessity of reforming excessive regulations which impede 
economic activity and hinder the potential for job creation. By evaluating successful regulatory reforms from other regions, this 
report o�ers actionable recommendations for fostering a more conducive business environment in Colorado.

 In summary, the cumulative e�ects of business regulations in Colorado are evident, with signi�cant potential job losses 
associated with compliance costs, lost sales, and unintended consequences. Addressing these regulatory challenges is crucial for 
fostering a more supportive environment for the statewide business community.



PURPOSE OF THE REPORT

 The primary purpose of this report is to assess the impact of regulatory practices on Colorado's business landscape and 
economic health. Prepared by the StratACUMEN team, the report aims to inform stakeholders, including policymakers, business 
leaders, and the general public, about the challenges and opportunities presented by the current regulatory framework.

 Through this analysis, the report aspires to contribute to ongoing discussions about regulatory reform in Colorado, 
advocating for balanced approaches that prioritize both economic vitality and social responsibility. Most regulations are initially 
proposed with very good intentions, usually to protect the vulnerable and to improve the health, well-being, and quality of life of the 
state’s residents. It is not uncommon for such proposed and passed regulations to result in unintended negative consequences. In 
this report, solutions for mitigating such unintended consequences are presented and discussed. 
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01
Identify Key

Trends

Highlight the signi�+
cant trends in regula+
tory policies and their 

implications for 
various industries 
within Colorado.

02
Analyze Economic

Consequences

Examine the economic 
consequences of increa+
sing regulations, particu+

larly on employment, 
business growth, and 

consumer prices.

04
Propose Solutions

Recommend feasible 
policy changes and 

regulatory reforms aimed 
at reducing excessive 
regulations, thereby 

fostering a more suppor+
tive environment for 

business and economic 
growth.

03
Evaluate Human

Impact

Assess how regulatory 
burdens disproportio+

nately a�ect vulnerable 
populations, including 

low-income households 
and marginalized 

communities.
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 The StratACUMEN team is a dedicated group of professionals with extensive experience in market research, regulatory 
analysis, and strategic business consulting. Committed to providing actionable insights, the team combines academic rigor with 
practical expertise to assess the complex landscape of regulations impacting businesses in Colorado.

 With a diverse skill set encompassing economics, public policy, and business management, the StratACUMEN team employs 
a comprehensive methodology to evaluate the implications of regulatory practices. Their approach integrates quantitative data 
analysis and thorough literature reviews, ensuring a well-rounded understanding of how regulations a�ect various industries and the 
overall economic environment.

 The team's commitment to delivering high-quality research is re�ected in their thorough examination of the regulatory 
environment in Colorado. By analyzing data trends and reviewing existing literature, the StratACUMEN team aims to equip 
policymakers, business leaders, and the public with the knowledge necessary to make informed decisions regarding regulatory 
reforms.

 Through this report, the StratACUMEN team seeks to highlight the pressing issues faced by businesses in Colorado, 
advocating for a regulatory framework that balances economic growth with social responsibility. Their expertise not only enriches 
the analysis presented in this report but also positions them as a reliable partner for organizations looking to navigate the 
complexities of regulatory compliance and strategic planning.

THE
StratACUMEN
TEAM



 Dr. Memo Diriker is a faculty member in the Marketing Department at Salisbury University’s 
Franklin P. Perdue School of Business and the founder and former director of the University’s BEACON 
network, which conducts applied business and economic research. After leading BEACON for 32 years, 
he transitioned back to teaching and launched the StratACUMEN Group in 2021.

 Dr. Diriker serves as the Board Chair of TidalHealth, a regional health system, and holds positions 
on several boards, including Peninsula Ventures, United Way of the Lower Eastern Shore, Shore 
Hatchery, and Epoch Dream Center. He has also served in leadership roles on various boards and 
organizations, including Leadership Maryland and the Maryland Chamber of Commerce Foundation.

 A recipient of numerous awards, Dr. Diriker has led over 500 research projects with more than 
$20 million in funding. He has authored/co-authored multiple articles and a book, is a sought-after 
speaker, and is �uent in three languages.

Dr. Memo Diriker

 After earning a Ph.D. in Economics from the University of California, Riverside in 2004, Dustin 
began his academic career at Salisbury University, where he became a full Professor of Economics in 
2017. As a trained econometrician, Dustin has focused on data-intensive, empirical research, publishing 
over 40 peer-reviewed papers, policy papers, and journal articles.

 Dustin has conducted research for organizations including the National Governors Association, 
The Pew Charitable Trust, The Mercatus Center, and The Center for Growth and Opportunity. He has 
worked with a wide range of clients through the Business Economic & Community Outreach Network 
(BEACON) at Salisbury University. Outside of academia, he has founded two startups and consulted for 
companies like Zillabyte (Y Combinator funded) and Tala (formerly Inventure Capital Corporation, 
Google-funded).

 Dustin has provided expert testimony to the U.S. Senate, the Texas House of Representatives, and 
state lawmakers from 18 states. He has also been accepted as an expert witness by the U.S. District Court 
for the Eastern District of Virginia. In addition to his academic and consulting work, Dustin provides a 
range of data science services, including econometric analysis, data visualization, machine learning, and 
natural language processing. Outside of work, he enjoys spending time with his wife and two children on 
Maryland’s Eastern Shore.

Dustin Chambers
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 Colin O’Reilly is an Associate Professor of Economics and the Director of the Menard Family 
Center for Economic Inquiry at Creighton University. He earned his PhD in Economics from Su�olk 
University in 2014. At Creighton, he specializes in the study of institutions that promote economic 
development, with a particular focus on those that facilitate recovery in post-con�ict settings. His work 
explores how economic institutions evolve in the wake of violent con�ict and how these changes can 
foster long-term stability and growth.

 In addition to his work on post-con�ict recovery, Colin has published extensively on the impacts 
of regulation on the income distribution. His research delves into the ways that regulations shape 
economic behavior, dynamism and in�uence the distribution of wealth within societies. His articles have 
been featured in respected peer-reviewed journals, including Public Choice, Economica, and World 
Development.

 As the Director of the Menard Family Center for Economic Inquiry, Colin leads e�orts to advance 
economic research and foster collaboration within the academic community. He mentors undergraduate 
students and junior faculty, helping to cultivate a research-driven environment at Creighton. His 
contributions to the �eld extend beyond teaching and research, as he actively engages in policy 
discussions related to economic development, regulation, and institutional reform.

Colin O’Reilly

 Irina Piatselchyts is a senior partner at StratACUMEN and a seasoned marketing strategist with 
over a decade of experience. She is also a faculty member at Salisbury University, where she teaches 
digital marketing, advertising, and direct and interactive marketing courses. Her expertise spans market 
research, business strategy development, and the implementation of data-driven campaigns that help 
clients in both the private and public sectors achieve measurable growth.
 
 Irina has an established track record of success working with diverse clients across sectors, 
including nonpro�t organizations, where she has provided strategic direction that aligns with broader 
legislative and community goals. Her work includes coaching award-winning teams in the Marketing 
Award for eXcellence & Innovation (MAXI) competition and helping small and medium-sized businesses 
expand their reach through targeted, e�ective marketing strategies.
 
 Irina’s multicultural background, �uency in four languages, and extensive travel experience o�er 
a unique global perspective. She excels in cross-cultural communication and developing strategies that 
resonate with diverse audiences.

Irina Piatselchyts
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COLORADO STATE REGULATION 
LANDSCAPE

 The Mercatus Center at George Mason University monitors the number of regulatory restrictions in federal and state 
administrative codes. A regulatory restriction refers to a command, prohibition, or obligation within regulatory statutes (such as 
“shall” or “must”) that mandates compliant behavior from the regulated party. As of 2023, Colorado’s regulatory code contains 
almost 170,000 distinct regulatory restrictions, ranking #12 among states in the U.S1. When all federal restrictions found in the U.S. 
Code of Federal Regulations are added to these state level restrictions, Colorado businesses face an astounding total of 1.3 million 
regulatory restrictions.

 Because a single state regulation can apply to multiple industries, the 165,994 distinct state regulations lead to a signi�cantly 
larger total (~200,000)  when counting binding rules at the industry level through a “bottom-up” approach.

By the end of 2024, Colorado has 
already become the state with the 
sixth highest number of business 
restrictions. Using a "Bottom-Up” 
methodology, which accounts for 

regulations that apply across 
multiple industries, StratACUMEN 
estimates that the total number of 

restrictions has reached nearly 
200,000 positioning the state as the 
sixth most regulated in the nation.

¹ To access the latest state and federal data on regulatory restrictions, visit https://www.quantgov.org



~Pat McFerron,
Pollster

“Having conducted more than 50 studies of 
businesses in other states, this is the greatest 
concern about the regulatory climate that I’ve 
ever recorded.”

² Chambers and McLaughlin. 2024. “Colorado’s Regulatory Landscape.” Mercatus Center, 
https://www.mercatus.org/regsnapshots24/colorado
³ According to the Mercatus Center, U.S. federal regulations increased from 1,078,046 to 1,091,863 regulatory restrictions between January 
1, 2020, and January 4, 2023. Source: https://www.quantgov.org/federal-us-tracker Regulation Impact Analysis Report   |   9

REGULATION IMPACT ON 
INDUSTRIES

 According to the Mercatus Center, Colorado has a notably higher number of regulations related to the environment, health 
sciences, and social assistance compared to the average state. As shown in Appendix 1, the number of environmental rules in 
Colorado exceeds the average by 75% (53,550 versus 30,553 rules). A similar trend is observed at the industry level: Colorado has 
227% more regulations concerning personal services (14,593 versus 4,460 rules), 194% more regulations related to health services 
(13,719 versus 4,673 rules), and 90% more regulations governing petroleum and coal product manufacturing (13,872 versus 7,292 
rules)2.

 Despite the signi�cant level of regulation 
in Colorado, trends are moving in the wrong 
direction. Between 2017 and 2020, regulations 
a�ecting Colorado's private industries grew by a 
total of 2%, equating to an annual growth rate of 
0.7%. However, the pace of industry regulations 
surged to 7.1% (or 2.3% annually) from 2020 to 
2023. For context, federal regulations only 
increased by 1.3% during that same 
three-year period3. 



 For example, if we look at the median level of 
regulation in non-metallic, mineral manufacturing, the U.S 
median is about 400 regulations in that industry but in 
Colorado it's over 3,000 regulations.

 There has undoubtedly been an increase in overall state-level regulation in Colorado. However, some industries have 
experienced signi�cantly greater growth in regulation than others. From 2020 to 2023, the personal services and pipeline 
transportation industries have been particularly a�ected, facing over a 100% increase in regulatory burdens.

 Other industries, such as chemical manufacturing, petroleum products, and utilities, have also encountered substantial 
increases in regulation, with growth ranging from 25% to 60%.
 
 Another way to look at this is how regulated industries in Colorado are compared to those same industries in other states. 
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Full data table is available in Appendix 2

Regulation Growth in Colorado, 2020-2023

Industry

Personal Services

Chemical Manufacturing

Petroleum and Coal Products Manufacturing

Pipeline Transportation

Utilities

Change

7,694

5,117

3,099

1,242

1,128

Change, %

112%

58%

29%

133%

46%

Colorado is seven times more 
regulated than the median state in 

that industry.
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 Other industries are also 
subject to a signi�cant regulatory 
disadvantage. Pipeline transportation, 
petroleum products, mining and 
utilities all have two to six times more 
regulation than the U.S median.

 Taking a broader view of 
regulation in Colorado, there are 
nearly 200,000 regulations in the state 
with more than 1.3 million regulatory 
actions/restrictions if federal 
regulations are included. The 
StratACUMEN team, through a 
comparative industry-level benchmark 
analysis, estimates that nearly 45% of 
these regulations can be classi�ed as 
being duplicative or redundant. These 
rules tend to be needlessly complex 
and time-consuming, leading to 
frustration for individuals and businesses trying to comply with regulations or to access services.

 With approximately 45% of regulations falling into this category, there is excellent potential in Colorado to streamline its 
regulatory framework. Implementing a program to alleviate the burdens of costly regulations would provide �exibility and relief to 
the business community, stimulating jobs and encouraging economic growth. 

Colorado Regulations by Industry

Industry

Nonmetallic Mineral Product Manufacturing

Pipeline Transportation

Ambulatory Health Care Services

Printing and Related Support Activities

Petroleum and Coal Products Manufacturing

Mining (except oil and gas)

Utilities

Regulations

Colorado Total

3,035

2,305

12,289

475

13,882

9,227

3,349

U.S Median

396

374

3,060

136

4,486

3,316

1,328

CO to Median Ratio

7.67

6.16

4.02

3.49

3.09

2.78

2.56

Full data table is available in Appendix 3



⁴ Bailey, J., and D. Thomas. 2017. “Regulating Away Competition: The E�ect of Regulation on Entrepreneurship and Employment.” Journal 
of Regulatory Economics 52:237–54.
Chambers, D., P. A. McLaughlin, and O. Sherouse. 2023. “Regulation, Entrepreneurship, and Dynamism.” Empirical Economics 
64:2449-2466.
⁵ Chambers, D., P. A. McLaughlin, and T. Richards. 2022. “Regulation, Entrepreneurship, and Firm Size.” Journal of Regulatory Economics 
61:108-134.
⁶ Chambers, D. and J. Munemo. 2019. “Regulations, Institutional Quality and Entrepreneurship.” Journal of Regulatory Economics, 
55:46-66.
7 Impact estimates based on data from the U.S. Small Business Administration - 2023 Colorado Business Pro�le.

For Colorado, this 
translates into 

approximately 9,000 
fewer �rms, and 

36,000 fewer jobs7

BUSINESS IMPACT

 Research indicates that regulations can negatively impact employment and startup activity among small �rms4. A recent 
analysis found that a 10% increase in industry-speci�c regulations was linked to a 0.5% decline in the total number of �rms and a 
0.6% reduction in employment among small �rms within that industry5. Additionally, �ndings suggest that the requirement of an 
extra step to open a new business is associated with a decline in new �rm startups ranging from 3% to 7%6.
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1 Decline in the
number of �rms

2 Decline in small
�rms’ employment

3 Fewer startups

0.5% decrease in the
number of �rms

0.6% decline in small
�rm employment

An additional step to starting a business
leads to a 3-7% decrease in new startups

10% Increase in Regulations:



 Regulations can dampen private sector activity, and there is strong evidence suggesting that increased regulation also slows 
overall economic growth. Transitioning from a lightly regulated to a heavily regulated economy can reduce growth by approximately 
1 to 2 percentage points per year8. In addition to the ine�ciencies and frictions created by regulatory compliance these regulations 
also impede cutting-edge productivity growth by about 1% annually9. This reduction in productivity implies that innovation and real 
income growth are curtailed across the entire economy, resulting in signi�cant long-term costs as lost productivity compounds over 
time.

 For example, estimates indicate that if federal regulations in the U.S. had been frozen in 1980, the resulting increase in 
economic growth could have raised per capita income by an impressive $13,000 by 201210. 

8 Djankov, S., McLiesh, C., Ramalho, R. M. 2006. “Regulation and Growth.” Economics Letters 92: 395-401.
9 Bourlès, R., Cette, G., Lopez, J., Mairesse, J. and G. Nicoletti. 2013. “Do Product Market Regulations in Upstream Sectors Curb 
Productivity Growth? Panel Data Evidence for Oecd Countries.” Review of Economics & Statistics 95:1750–1768.
10 Co�ey, B., McLaughlin P. A., and P. Peretto. 2020. “The Cumulative Cost of Regulations.” Review of Economic Dynamics 38: 1-21.

ECONOMIC GROWTH

Regulation Impact Analysis Report   |   13

Regulation Slows
Economic Growth
Going from lightly regulated to
heavily regulated slows growth

by about 1-2% per year

Regulation Slows
Productivity

Growth in cutting edge productivity

slows down by 1% per year

Seemingly small changes in growth rates
have massive e�ects over time:

If regulation in the US stayed at 1980s levels
average income would be $13,000 higher



1

Regulations
increase costs for
businesses and
consumers

A 10% increase in
regulations leads to a
1% increase in
consumer prices

11 Chambers, D., Collins, C.A., and A. Krause. 2019. "How Do Federal Regulations A�ect Consumer Prices? An Analysis of the 
Regressive E�ects of Regulation." Public Choice, 180:57-90.

PRICE INCREASE

 Firms often attempt to pass the steep costs of regulatory compliance onto their customers through higher prices. It is 
estimated that a 10% increase in federal regulations is associated with a 1% increase in consumer prices. Moreover, there is 
concerning evidence that, between 2000 and 2012, lower income households faced an average annual in�ation rate of 2.46%, 
compared to 2.08% for the highest-income households11. This is primarily due to the regressive nature of business regulations. As 
was mentioned before, regulations impact consumption through loss of sales, loss of jobs, and reduction of incomes. 
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2

Higher in�ation
for lower-income
residents

2.08% higher in�ation
for the wealthiest

2.46% higher in�ation
for the low-income



12 Chambers, D., Thomas, D., McLaughlin, P.A., and K. Waldron. 2019. “The E�ect of Regulation on 
Low-Income Households,” Mercatus Policy Brief (George Mason University), 
https://www.mercatus.org/students/research/policy-briefs/e�ect-regulation-low-income-households
13 Broughel, J. and D. Chambers. 2022. “Federal Regulation and Mortality in the 50 States.” Risk Analysis  
42:592-613.
14 Chambers, D., and P.A. McLaughlin. 2024. “Colorado’s Regulatory Landscape” Mercatus Center (George 
Mason University), https://www.mercatus.org/regsnapshots24/colorado
15 Chambers, D. and C. O'Reilly. 2022. “Regulation and Income Inequality in the United States.” European 
Journal of Political Economy 72: 102101.
16 “Colorado Chamber Business Survey: Regulatory Burden is Driving Business Out of State.” Colorado 
Chamber of Commerce Press Lease, September 6, 2023.
17 ”2023 Colorado Business Leaders Survey.” Colorado Chamber of Commerce and CHS & Associates, 
https://cochamber.com/wp-content/uploads/2023-Business-Survey.pdf

 A signi�cant and increasing amount of evidence suggests that regulations disproportionately a�ect the lower income 
residents and the most vulnerable members of society12. For example, a 10% rise in federal regulations within a state corresponds to 
a 5.3% to 13.5% decrease in that state's mortality index13. Furthermore, estimates indicate that the expansion of federal regulations 
from 1997 to 2015 has contributed to an increase of about 84,668 people living in poverty in Colorado as of 202214.

 Given that regulations hinder economic growth, reduce the total number of available jobs, and raise the cost of living, it 
follows that higher levels of regulation are linked to increased health inequities and greater income inequality. Speci�cally, a 10% 
increase in federal regulations is associated with a 0.5% rise in income inequality, suggesting that these regulations 
disproportionately a�ect low-income households and negatively impact social mobility15.

 Considering the negative impacts of regulations on private business and economic growth, it is noteworthy that 48% of 
businesses in Colorado identify regulations as one of the most signi�cant issues they face. According to the 2023 Colorado 
Chamber of Commerce Poll, one-quarter of respondents cited regulatory mandates and costs as their primary challenge16. Pollster 
Pat McFerron, who conducted the survey, indicated that this concern 
about the regulatory climate is the greatest he has ever recorded. 
Regulations are clearly a major concern for Colorado businesses, with 
a preference for addressing state regulations over federal ones by a 
margin of nearly 4-to-1 (64% compared to 15%)17. Since most estimates 
regarding the e�ects of regulations on the economy and low-income 
households focus on federal rules, this indicates that the detrimental 
impact on the Colorado economy and vulnerable populations is likely 
greater than policymakers realize.

HUMAN IMPACT
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10% Increase
in federal regulatory burden

1997-2015 Federal regulations
increase in Colorado

2.5% Increase
In state’s

poverty rate

Added

84,668
people in poverty



18 Impact estimates based on data from: The U.S. Small Business Administration - 2023 Colorado Business Pro�le; The U.S. Chamber of 
Commerce, and The Regulatory Review by the Penn Program on Regulation.

REGULATION IMPACT 
ON JOBS

Regulation Impact Analysis Report   |   16

 The impact of business regulations on Colorado’s business community is signi�cant, particularly when examining the 
associated costs and job losses stemming from increased and increasing compliance and regulatory challenges. As the graphic 
below shows, a 10% increase in business restrictions in Colorado translates into a jobs impact of 7.9 fewer workers per company 
located in the state18.

Annual Cost of Complying with
Business Regulations: 2.66 jobs

Annual Cost of Lost Sales Due to
Business Regulations: 3.5 jobs

Annual Cost of Unintended
Consequences of Business
Regulations:

Total Jobs Impact for 10% 
Increase in Regulations:

1.75 jobs

7.9 jobs
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Annual Cost of Complying with Business Restrictions:
 For every 10% aggregate increase in business restrictions, businesses in Colorado lose up to 2.66 jobs. This re�ects the 
burden that regulatory requirements impose on these businesses, often diverting resources that could otherwise be used for growth 
and hiring.

Annual Cost of Lost Sales Due to Business Restrictions:
 The �nancial strain of regulatory compliance also contributes to lost sales. Businesses experience a loss of up to 3.5 jobs 
annually due to sales lost after a 10% increase in business restrictions.  This loss of sales not only a�ects the businesses themselves 
but also has broader implications for the overall economy, as reduced sales can lead to lower revenue and fewer opportunities for 
reinvestment.

Annual Cost of Unintended Consequences of Business Restrictions:
 The magnitude and complexity of business restrictions can further impact jobs. StratACUMEN’s Scenario Analysis indicates 
that this impact can be as high as 1.75 jobs for each Colorado �rm annually. These consequences often arise from regulations that 
do not achieve their intended goals, ultimately hindering the growth and sustainability of �rms.

 In summary, the cumulative e�ects of business restrictions in Colorado are evident, with signi�cant job losses associated with 
compliance costs, lost sales, and unintended consequences. Addressing these legal and regulatory challenges is crucial for fostering 
a more supportive environment for Colorado’s business community, which is vital to the state's economy.



TYPE OF REGULATIONS AND THEIR IMPACT
ON COLORADO STATE BUSINESS 
ENVIRONMENT

Environmental Regulations Trends

 When examining environmental regulation, it becomes evident that Colorado, represented by the orange line, ranks among 
the most regulated states in the country, even surpassing New York in terms of regulatory burden.

Source: StateRegData 5.0
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Why does the rise in environmental 
regulation matter?

 Environmental regulation signi�cantly impacts 
energy costs.

 Historically, Colorado has enjoyed very low energy costs, primarily sourcing its energy from coal at approximately 12 cents 
per kilowatt hour. This has been a considerable advantage for the Colorado economy. However, as noted, Colorado is trending 
toward increasing regulations. While it has not yet reached the level of regulation seen in California, it is moving in that direction. 
The stringent regulations in California have forced a shift toward natural gas, which is signi�cantly more expensive at 22 cents per 
kilowatt hour (see Appendix 5). This shift has major implications for every business, as all �rms rely on energy. 

 Environmental regulations have been rising in 
recent years, increasing the burden on businesses and 
households in Colorado. These stringent regulations 
can hinder economic growth by creating operational 
challenges, potentially leading to job losses and 
reduced investment. There is a need for balance in this 
area. Every regulation comes with both costs and 
bene�ts, and Colorado's trend has been to add 
regulations without adequately considering those 
costs.  

Environmental Regulations Trends

Source: State RegData 5.0



Colorado’s Labor Regulations

 Colorado’s labor market regulations impact the ability of employers and employees to negotiate the terms of employment 
without government interference. This conclusion is based on the idea that voluntary exchange is the core principle of a free market, 
and that state intervention can create problems in the labor market. The �gure on the next page illustrates a measure of 
regulation-induced labor market stress (also known as Labor Market Freedom), where higher scores indicate a less regulated labor 
market, and lower scores re�ect a more regulated market (less freedom). The solid blue line represents the U.S. average, while 
Colorado is depicted by the red dashed line.
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Macroeconomic E�ect

 If the trend in regulation continues and Colorado catches up to California, the highest regulatory burden state, higher energy 
costs are likely to follow. This could result in a 90% increase in electricity prices. By incorporating that price increase into the Su�olk 
University - Beacon Hill Institute's STAMP (State Tax Analysis Modeling Program), the StratACUMEN team can project the potential 
impact on the broader economy. 

 These e�ects are quite signi�cant. We are looking at a 
projected 2 percentage point decline in employment, over a 1.5 
percentage point decrease in investment, and approximately a 
two-percent reduction in disposable income. Fewer workers 
means reduction in consumer spending, reduced investment 
means reduced economic development (and fewer jobs), and 
reduced disposable income means involuntary tightening of the 
consumers’ purse strings.  Collectively, these e�ects could result 
in up to 65,000 Colorado jobs being lost.

The Impact of 90% Electricity Price Increase:

Source: Beacon Hill Institute's STAMP
(State Tax Analysis Modeling Program)

Economic Variable

Employment

Investment

Disposable Income

Elasticity

-0.022

-0.018

-0.022

Change, %

-1.98%

-1.62%

-1.98%



 These regulations collectively impact the level of labor 
market freedom in Colorado.

 From 2000 to 2005, Colorado was among the least regulated states in this category, performing better than the U.S. average. 
However, over time, the red dashed line shows a decline, and by 2020, Colorado had become more regulated than the U.S. average 
and more regulated than every comparator state shown on this graph. Over the past two decades, Colorado has transitioned from 
having a relatively free labor market to a heavily regulated one. Labor Market Regulation Comparison table is presented in 
Appendix 7.
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Several factors contribute to Colorado's poor 
performance on the labor market freedom index:

High Minimum Wage: Colorado has a very high minimum wage 
relative to the median wage compared to all benchmark states.

Prevailing Wage Law: The state enforces a prevailing wage law 
that adds to the regulatory burden.

Workers' Compensation Program: Colorado's workers' 
compensation program has no exemptions, unlike many states 
that o�er exemptions for small �rms.

Paid Family Leave Program: The implementation of a new paid 
family leave program imposes additional regulatory costs on 
businesses.

1

2

3

4

Source: Calculations from Freedom of the 50 States – Cato Institute
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Impact of Paid Leave Program

 The paid family leave program is new, extensive, and costly, with estimated claims reaching approximately $785 million per 
year and administrative costs around $25 million, resulting in total costs projected at about $800 million annually. Refer to Appendix 
6 for program cost analysis. This program is funded through a 0.9% increase in the payroll tax, which e�ectively acts as an income 
tax increase. Therefore, the funding for the paid leave program is sourced from both employers and employees.

 There are numerous labor market regulations in Colorado, and these regulations signi�cantly impact compensation 
packages. According to the data presented in Appendix 8, employees prioritize two main aspects: higher wages and greater 
�exibility. However, existing regulations restrict �rms from providing increased monetary compensation and limit their ability to 
o�er �exible arrangements. These regulations dictate that employers cannot provide cash compensation but must instead o�er 
in-kind bene�ts, and they also impose restrictions on �exibility. Essentially, regulations mandate the type of compensation 
packages employers must o�er, overriding both the preferences of the �rms and the choices of the employees.

$785
Million
Payout Cost

$25
Million

Administrative costs

$800
Million

Total annual costs

0.9%
Percent

Payroll tax increase



 Despite the uncompetitive regulatory environment in Colorado, there are several strategies that policymakers can adopt to 
reverse the trend and restore the state's previously strong reputation in this area. One proposed policy change, successfully 
implemented by states like Arizona, Idaho, Ohio, and Virginia, involves establishing a hard limit on the number of state regulations 
while simultaneously setting a short-term regulation reduction target, typically around 30% over three to �ve years. 

 Given that approximately 45% of Colorado’s regulatory restrictions are deemed excessive compared to similar states (refer to 
Appendix 3), achieving this 30% reduction target should be feasible without compromising essential rules or standards that ensure 
worker safety, consumer protection, and environmental quality.

 Another e�ective strategy employed by other states is the introduction of regulatory sunset provisions, which mandate 
periodic reevaluations of older regulations to con�rm their continued necessity and e�ectiveness. These reviews should be 
transparent, with all data and methodologies used in the evaluations disclosed to the public. If an agency fails to conduct a 
review of a rule, that rule should automatically expire, thereby incentivizing administrative agencies to ful�ll their 
responsibilities while providing an e�cient means to eliminate outdated regulations without undergoing the formal rule-making 
process.

PROPOSED REGULATORY 
REFORMS

Regulatory Sunset
Require all regulations to automatically 
expire unless explicitly renewed by the 
legislature.

Regulatory Budget
Set a cap on the total number of state 
regulations, aiming for a limit lower 
than the current number in e�ect.
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OTHER POTENTIAL REGULATORY 
REFORMS

 Reducing unnecessary business regulations that negatively impact small- to medium-sized Businesses (SMBs) can foster 
growth and innovation. Here are some potential strategies that can help:

1. Regulatory Review and Streamlining
• Periodic Regulatory Review Processes: Conduct 

periodic reviews of existing regulations to identify 
outdated or redundant rules that no longer serve a 
purpose or are overly burdensome for SMBs.

• Sunset Clauses: Introduce automatic expiration dates 
(sunset clauses) for regulations, which would require 
review before they are extended.

• Harmonization of Regulations: Align state regulations 
with federal standards or those of neighboring states to 
simplify compliance, especially for businesses operating 
across state lines.

2. Regulatory Impact Assessments (RIA)
• Cost-Bene�t Analysis: Require a formal assessment of 

the costs and bene�ts of any new regulation on SMBs 
before implementation to ensure that the bene�ts justify 
the costs.

3. Simpli�cation and Digitization of Compliance 
Processes

• One-Stop Portals: Establish a centralized, digital 
platform where businesses can access regulatory 
requirements, submit necessary documentation, and 
receive feedback. Simplifying the process reduces the 
administrative burden.

4. Public-Private Collaboration
• Advisory Councils: Form advisory councils composed of 

small business owners, industry experts, and 
government representatives to review regulations and 
propose reforms.

• Public Consultation: Engage SMBs in the regulatory 
development process through public consultations, 
allowing them to voice concerns and o�er solutions.



5. Regulatory Sandboxes

• Test New Approaches: Implement "regulatory 
sandboxes," where businesses can test innovative 
products or services under relaxed regulations, allowing 
�exibility while ensuring necessary protections remain.

6. Reducing Licensing and Permitting 
Requirements

• Occupational Licensing Reform: Review and reform 
occupational licensing requirements that may act as 
unnecessary barriers to entry for SMBs, especially in 
low-risk industries.

• Streamlined Permitting Processes: Simplify the 
permitting processes by reducing paperwork, 
consolidating agency responsibilities, and o�ering 
fast-track approvals for SMBs.

7. Ongoing Regulatory Support
• Regulatory Ombudsman: Establish a state-level 

ombudsman or liaison to help businesses navigate the 
regulatory landscape and resolve compliance issues.

• Compliance Assistance Centers: Some trade 
organizations and some regulatory bodies are launching 
these centers to assist SMBs with their compliance 
e�orts.

8. Promote Deregulation E�orts in Low-Risk 
Sectors

• Sector-Speci�c Deregulation: Focus deregulation 
e�orts on low-risk industries (e.g., retail, personal 
services) where certain regulations may be excessive 
compared to the level of risk posed to public health or 
safety.
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OTHER POTENTIAL REGULATORY 
REFORMS

 While there are a few other solutions mentioned in the literature, some of these are already being utilized in Colorado 
or may be irrelevant to the state’s needs.



Idaho

 The Red Tape Reduction Act in Idaho, which operates under the principle of “one rule in, two out,” has achieved remarkable results 
in streamlining regulations. This initiative has led to the removal or simpli�cation of 75% to 95% of existing regulations, e�ectively 
transforming Idaho into the least regulated state in the nation. The impact of these regulatory reforms has been signi�cant, as evidenced 
by Idaho's impressive economic performance. From June 2023 to June 2024, the state experienced the fourth fastest employment 
growth rate in the country, re�ecting the positive e�ects of a more business-friendly environment. 

17 Lessons from the British Columbia Model of Regulatory Reform explores successful regulatory streamlining in British Columbia. 
Available at: https://www.mercatus.org/research/federal-testimonies/lessons-british-columbia-model-regulatory-reform
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British Columbia

 The red tape reduction initiative in British 
Columbia has proven to be highly e�ective, 
achieving a remarkable reduction of nearly 40% in 
its regulations over a span of just three years. This 
signi�cant decrease in regulatory burdens not only 
streamlined processes for businesses but also 
fostered a more favorable environment for economic 
activity. As a direct result of these e�orts, the 
initiative contributed to a full percentage point 
increase in economic growth. This outcome 
highlights the importance of regulatory reform and 
its potential to enhance economic performance, 
demonstrating that reducing unnecessary 
regulations can lead to greater e�ciency and 
productivity within the economy. The success of this 
initiative serves as a compelling case for other states and regions to consider similar strategies aimed at cutting red tape and promoting 
economic vitality.

CASE STUDIES
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Arizona

 Another recent success story in regulatory reforms can 
be found in Arizona, where a series of signi�cant changes have 
been implemented to enhance economic activity and improve 
access to essential services. One of the key reforms is the 
Sunrise Reform Act which has relaxed regulations on medical 
professionals. Other reforms permitted non-lawyer ownership 
of legal service providers and introduced universal recognition 
of occupational licenses. Approximately 16,000 new jobs are 
expected to be created as a direct result of these changes. 
Additionally, the in�ux of new residents into Arizona is 
expected to rise, further boosting economic output and 
contributing to the overall growth of the state’s economy.

Furthermore, Idaho ranked as the 14th fastest state for economic 
growth in 2023 and achieved the fastest growth rate in the United 
States during the �rst quarter of 2024. These outcomes underscore 
the potential bene�ts of regulatory reform, demonstrating how 
reducing red tape can stimulate job creation and foster a thriving 
economy. Top Policy Areas Targeted by Idaho State Regulation are 
presented in Appendix 9.

18 Idaho: The Least-Regulated State and a Model for the Rest of the Country highlights Idaho’s 
leadership in deregulation. Available at: 
https://www.mercatus.org/economic-insights/expert-commentary/idaho-least-regulated-state-and
-model-rest-country
19 Arizona's Army of Reformers is Defeating Red Tape details Arizona's progress in cutting red tape. 
Available at: 
https://www.realclearpolicy.com/articles/2022/01/28/arizonas_army_of_reformers_is_defeating_re
d_tape_814052.html



CONCLUSION

 In conclusion, the Regulation Impact Analysis Report serves as a critical examination of the regulatory environment in 
Colorado, shedding light on the substantial e�ects that increasing regulations have on businesses, economic growth, and the 
welfare of the community. The �ndings indicate that while regulations are essential for ensuring safety, environmental protection, 
and consumer rights, their cumulative burden can pose signi�cant challenges, particularly for Small and Medium-Sized Businesses 
(SMBs) that are vital to the state’s economy.

 The analysis underscores the necessity for a balanced approach to regulation—one that promotes public welfare while also 
fostering an environment conducive to business innovation and growth. The data presented in this report illustrate that business 
restrictions related to excessive regulations and burdensome laws can sti�e entrepreneurship, elevate costs for consumers, and 
exacerbate economic inequality.
 
 Moving forward, it is imperative for policymakers to consider these �ndings in their decision-making processes. By exploring 
the recommendations outlined in this report, Colorado has the opportunity to implement meaningful regulatory reforms that 
streamline compliance, reduce unnecessary burdens, and create a more competitive business landscape. The StratACUMEN team 
urges stakeholders to engage in open dialogues about the impact of regulations and collaborate on solutions that prioritize both 
economic vitality and social responsibility.

 As discussed in this report, the high number of business restrictions attributable to Colorado’s business regulations and laws 
leads to signi�cant negative impacts:

• Colorado is the sixth most regulated state in the nation in terms of the number of total “bottom-up” 
business restrictions.

• The pace of industry regulations in Colorado surged to 7.1% (or 2.3% annually) from 2020 to 2023. 
For context, federal regulations only increased by 1.3% during that same three-year period.

• Colorado’s top �ve most regulated industries have three to nearly eight times higher number of 
business restrictions than the national median for those industries.
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CONCLUSION

 Colorado’s labor market has become one of the most regulated in the country due to its high minimum wage, paid family 
leave, and prevailing wage law.

 Ultimately, a more thoughtful regulatory framework, with reductions in the growth of the number of laws, regulations, and 
related business regulations, will not only bene�t businesses but will also enhance the overall quality of life for Colorado residents, 
paving the way for sustainable economic growth and a thriving community.
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GLOSSARY
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1. Regulatory Impact Analysis
A systematic evaluation of the e�ects of proposed or existing 
regulations on various aspects of the economy, including 
businesses, employment, and economic growth.

2. Economic Growth
An increase in the production of goods and services in an 
economy over time, often measured by GDP.

3. Regulatory Compliance
The act of conforming to laws, regulations, guidelines, and 
speci�cations relevant to business operations.

4. Small and Medium-Sized Businesses (SMBs)
Businesses whose personnel numbers fall below certain limits; 
typically characterized by lower revenue and fewer employees 
than larger corporations.

5. Red Tape
Excessive regulation or rigid conformity to rules that is 
considered redundant and hinders the e�cient operation of 
businesses.

6. Environmental Regulations
Laws and rules that aim to protect the environment by 
controlling pollution and managing natural resources.

7. Labor Market Freedom
The degree to which labor markets are regulated, a�ecting 
employment practices, wages, and worker protections.

8. Minimum Wage
The lowest remuneration that employers can legally pay their 
workers, set by law.

9. Prevailing Wage Law
Regulations that require contractors to pay workers at least the 
local average wage for similar work.

10. Paid Family Leave Program
A policy that allows employees to take time o� for 
family-related reasons while still receiving some level of pay.

11. Compliance Costs
The costs associated with meeting the requirements of 
regulations, including administrative expenses and resources 
dedicated to adherence.

12. Job Losses
The reduction in the number of jobs available in the market, 
often attributed to economic conditions or regulatory burdens.



GLOSSARY
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13. Economic Output
The total value of all goods and services produced in an 
economy, used to measure economic performance.

14. Regulatory Restrictions
Speci�c commands or prohibitions imposed by regulatory 
statutes that dictate required behavior for compliance.

15. Business Impact
The e�ect that regulations have on business operations, 
including costs, growth potential, and competitive advantage.

16. In�ation Rate
The percentage increase in the price level of goods and services 
over a speci�c period, a�ecting purchasing power.

17. Poverty Rate
The percentage of the population living below the poverty line, 
often in�uenced by economic conditions and regulatory 
frameworks.

18. Mortality Index
A measure indicating the number of deaths within a population 
over a speci�c period, often associated with health and 
economic conditions.

19. Excessive Regulations
Regulations that are deemed unnecessary or overly 
burdensome, hindering business e�ciency and growth.

20. Economic Consequences
The e�ects that regulations have on the economy, including 
growth rates, job availability, and investment levels.

21. Sunset Provisions
Clauses in legislation that set an expiration date for certain 
regulations unless renewed, aimed at reducing unnecessary 
regulatory burdens.

22. Occupational Licenses
Legal authorizations that permit individuals to engage in a 
speci�c profession, often requiring passing examinations and 
meeting regulatory standards.

23. Universal Recognition of Occupational Licenses
A policy that allows individuals to use their existing 
occupational licenses from other states in a new state without 
re-certi�cation.



APPENDIX 1: 
Colorado State 
Regulation Landscape
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Source: Mercatus Center, “Colorado’s Regulatory Landscape”



Source: Mercatus Center, “Colorado’s Regulatory Landscape”

APPENDIX 1: 
Colorado State 
Regulation Landscape
(cont.)
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APPENDIX 2: 
Regulation growth in Colorado, 
2020-2023
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APPENDIX 3: 
Industries with the Greatest Regulatory 
Disadvantage
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APPENDIX 4: 
Excessive Regulations:
Red Tape Estimate
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APPENDIX 4: 
Excessive Regulations:
Red Tape Estimate
(cont.)
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APPENDIX 5: 
Colorado vs California Energy Prices
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APPENDIX 6: 
Family Leave Program 
Costs
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Source: “Projected Economic Impacts of Paid Family Leave in Colorado.” 
University of Colorado Denver. Green�eld, et al 2019

States

California

New Jersey

Rhode Island

Colorado (estimate)

Average
weekly
bene�t

Average
duration in

weeks

$599

$538

$542

$671

10.8 (16.2, 5.4)

7.55 (10, 5.1)

8.35 (13.1, 3.6)

9

Utilization
rate

0.047

0.025

0.11

0.05
(130,000 claims)

• Payout cost: $671 × 9 weeks x 130,000 claims = $785 million.
• Plus administrative costs of $25 million.
• Total dollar costs of over $800 million annually.
• Funded by an increase in the payroll tax of 0.9%



Figure 14. Labor Market Regulation Comparison.

States

Nebraska

North Carolina

Utah

Virginia

Wyoming

Colorado

Minimum to
Median Wage

Ratio

0.514

0.345

0.331

0.453

0.309

0.508

Prevailing
Wage Law

Workers
Compensation

Exemptions
Paid Family

Leave

No Exemption

>3 employees

No Exemption

>3 employees

>5 employees

No Exemption

APPENDIX 7: 
Labor Market
Regulation
Comparison
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APPENDIX 8: 
APA’s 2021 Work and
Well-Being Survey
Results

Regulation Impact Analysis Report   |   41

Source: “The American Workforce Faces Compounding Pressure: APA’s 2021 Work and Well-Being
Survey Results,” American Psychological Association, 2021.

33%

14%

13%

12%

10%

7%

4%

7%

More money
(e.g. higher salary, bonuses)

More time o�
(e.g., paid time o�,wellness days, sick time)

More bene�ts
(e.g., retirement, better insurance o�erings)

More meaningful work

More training

More company events

None

More �exibility

0%  10%  20%  30%



Source: Mercatus Center, “Colorado’s Regulatory Landscape”

Top Policy Areas
Targeted by Idaho 
State Regulation

APPENDIX 9: 
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