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Actions that state lawmakers take this spring—on several business tax proposals in particular—could be the deciding factor between the state’s economic recovery or the loss of more jobs and companies.  

That was the main message in talks this week between representatives of small and large Connecticut companies and state legislators. Hosted by Senate and House Republican leaders, the discussions were led by Senate Minority Leader John McKinney (R-Fairfield). Participating were Sen. Toni Boucher (R-Wilton), Sen. Scott Frantz (R-Greenwich), Sen. Rob Kane (R-Watertown), Sen. Michael McLachlan (R-Danbury), Rep. Bill Hamzy (R-Torrington), Rep. Christopher Coutu (R-Norwich). Rep. Themis Klarides (R-Derby), and Rep. Chris Perone (D-Norwalk).

Many employers described the fragile state of their companies and how tax proposals in the Finance Committee could be the straw that breaks the economy’s back.  

“My company is on life support,” said one small business owner. Others suggested the same, and explained that they had streamlined operations and cut costs —even risked personal finances in some cases—to keep their doors open. 

Representatives of some of the state’s largest businesses said that corporate decisions are being made daily about where they should locate their operations—within the U.S. or even outside the country. is the best place for their operations. Contrary to what many lawmakers believe, business leaders revealed that Connecticut is slipping in the competition for their jobs.

Things are bad now, said one employer, “but we’re on the edge of something far worse.”

 

Most worrisome to Connecticut businesses is that the Finance Committee has “put everything on the table” in terms of state taxes to solve the state’s budget crisis. 


Proposals include eliminating all exemptions to the state’s sales tax and changing the rate to 5%; extending the sales tax to all services; capping the total of all business tax credits at $100 million and essentially rendering them ineffective; and imposing a unitary reporting system for the corporation business tax.

The business community believes that taxes should only be increased as a last resort, after state government exhausts every possible way to reduce spending and streamline operations—and even then, harmful proposals such as those listed above, should be avoided altogether.

 


The proposals actually won’t generate as much revenue as lawmakers might anticipate, because some of the measures will force some businesses to close operations or move to other locations outside of the state.  

Just putting them on the table makes these proposals extremely harmful, said employers. “It’s the worst of both worlds,” said one. “You’re scaring off [business] investment without ever getting the income.”

Employers said Connecticut already is not as competitive as lawmakers might think—nor are businesses able to absorb any more tax increases. “There’s nothing you can do to increase our business costs now,” said a large-business representative. “Every [tax] dollar increased means a lost job or a cut in pay.”

By raising the costs of doing business, “[t]he state will have done what the economy, our competitors and global competition have not been able to do—put us out of business,” added a small business owner.

Many employers said that state government needs to reduce costs and improve how it performs, which could take pressure off the need for higher taxes. The state also could benefit from the experience of businesses that would be willing to help the state learn how to streamline.

“It seems like we’re always reorganizing to become more effective and efficient,” said one large-company representative. “But at the end of the day, we’re always better at what we do.” 

 

There’s also an opportunity for Connecticut to gain some economic momentum through tax policy. Some neighboring states like Massachusetts have rushed to adopt a unitary tax reporting system in hopes of mining greater revenue. Choosing not to follow suit would give Connecticut a competitive advantage in the region, said employers. 

As California has found out, unitary reporting is extremely difficult to administer, with hard-to-collect revenues and hundreds of court challenges—none of which employers believe Connecticut’s DRS is likely equipped to handle.

Most important, employers large and small brought a great sense of urgency to the meetings. Businesses are looking for lawmakers to avoid proposals that would further weaken conditions. 

