Business tax measures would stall state's hopes for recovery 
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How can Connecticut’s economy grow again if its main growth engine — businesses — are being forced into a stall, or worse, reverse? Already reeling from the recession, employers large and small throughout the state are asking that question as they learn about several harmful tax measures in the Finance Committee.

Proposals to hike taxes, shelve tax credits and make it harder to use them will be heard by the legislature’s Finance Committee this week.
Clearly dangerous to Connecticut’s economy and all but certain to push employers into making very difficult decisions, the proposals would:
· Eliminate virtually all exemptions to the state’s sales tax, including for manufacturing machinery and equipment (HB-6350); impose the sales tax rate of 5% 

· Extend the state sales tax to virtually all professional and business services (HB-6349) 

· Place a two-year moratorium on the use of all corporate tax credits (SB-815) 

· Significantly restrict the ability of Connecticut companies to use corporate tax credits, as well as reduce the effectiveness of the credits (HB-6348) 

· Impose unitary reporting under Connecticut’s corporation business tax. (SB-807) 

Driving, not stalling
Ironically, many other states are choosing to expand their way out of the recession by encouraging business development. 
“Rising unemployment has touched off a race among state governors to woo companies with tax breaks and financial incentives,” reported The Wall Street Journal this week.

“Everything stems from jobs,” said Missouri Gov. Jay Nixon, a Democrat. “Now is not the time to back off the field of economic development.”

In Colorado, Democratic Gov. Bill Ritter says their stepped-up business tax credits and incentive funds have a very specific goal: “When the resurgence comes, we want to be poised to capture that. It’s going to give us a competitive edge.”

Here in Connecticut, Gov. Rell has proposed no tax increases in her budget because of concerns about the impact higher taxes would have on businesses, individuals and the economy.

Already, we are hearing from many Connecticut businesses that the Finance Committee proposals, if adopted, would make it significantly harder to do business here and could force companies to question Connecticut as a viable place in which to operate.

Job-stoppers
If enacted, these proposals would result in less investment in Connecticut and fewer jobs at a time when we desperately need more of both
Under HB-6350, manufacturers would lose sales tax exemptions for machinery, equipment, materials, tools, fuel, etc. Virtually every state that wants to keep manufacturing jobs exempts these items from the sales tax. Eliminating the exemptions would mean monumental tax increases on manufacturers

Similarly, much-needed investment in Connecticut stems from a few of the corporate tax credits we provide to businesses. For example, research and development tax credits bring jobs and investment to the state. Because of Connecticut’s high costs for wages, health care benefits and energy, incentives that help reduce business costs are essential.

The much debated and always rejected notion of combined reporting, or unitary taxation, for corporate taxpayers is another misguided idea that would target wealth creators and job creators — headquarters companies, multistate manufacturing businesses and others —that are critical to Connecticut’s economy.

We are urging the committee to reject these measures and any others that would hurt Connecticut’s economy. 
