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Introduction

CBIA and BlumShapiro’s 16th annual Survey of recession and added 11,600 jobs year-over-year
Connecticut Businesses marks a period of both through July.

tremendous uncertainty and opportunity for the state.
Despite the state’s uncertain fiscal situation, the

When this survey was conducted in June, the majority of Connecticut businesses expect to turn
legislature had yet to resolve a two-year, $5.1 billion a profit this year and many plan to hire new workers.
deficit and adopt a state budget. The anticipated expansion of the aerospace and

defense sectors also offers optimism for the future.
Connecticut’s unstable fiscal situation is a key

contributing factor as the state continues to lag

most of the region and the country in post-recession
Job and economic growth PAST 12 MONTHS NEXT 12 MONTHS

It's no wonder that many businesses cite the

uncertain and unpredictable nature of legislative

YES

decision-making as a major barrier to growth. 48%
Connecticut is still recovering from the 2008-2010

recession, and the loss of key corporate headquarters

and ongoing fiscal instability have gained national

attention. Over the past 12 months, did your firm
introduce a new product or service?
On the positive side, Connecticut has finally Will it do so over the next 12 months?

gained back all the private sector jobs lost in the

Contents

Introduction Economic Legislative Priorities Conclusion
Competitiveness

Key Findings » State Pension Reform .. .10  About the Survey
Next Generation
Workforce

The State of Business. . .2 » Minimum Wage About BlumShapiro

Business Growth e i e » Paid FMLA About CBIA

& Investment & Trade

2017 SURVEY OF CONNECTICUT BUSINESSES _



» Almost half of Connecticut businesses are holding
steady (49%), over a third are growing (36%), and

16% are contracting.

» Two-thirds (66%) recorded net profits, 17% broke

even, and 17% reported losses over the last year.

» The top five factors hampering business growth and
investment in the state are the high cost of living,
uncertainty and unpredictability of state legislative
decision-making, taxes, additional business costs
from state mandates and regulations, and lack of

skilled job applicants.

» Thirty-two percent of businesses say they have
been approached by other states to move out of

Connecticut.

» Eighty-three percent employ workers under the
age of 35. Forty-three percent have difficulty finding
and retaining young workers, while less than a third

report having no trouble (29%).

» A majority support several state pension reform

strategies, and federal tax and regulatory reforms.

Is your company...

Growing

Holding
steady

Contracting

Overall, business growth remains relatively unchanged

since our last survey.

Nearly half of Connecticut businesses are holding
steady (49%)—compared with 51% in last year’s
survey—while 36% are growing (unchanged from

last year), and only 16% are contracting (13%).

Those reporting net profits fell two percentage points
to 66% this year. The percentage of businesses breaking
even was unchanged at 17%, while those reporting net

losses rose two points to 17% in this year’s survey.

Sixty-five percent of businesses forecast profits by the
end of this year, with 24% expecting to break even and

1% forecasting losses.

The top five factors hampering business growth and
investment in the state are the high cost of living (78%),
uncertainty and unpredictability of state legislative
decision-making (72%), taxes (69%), additional
business costs from state mandates and regulations

(68%), and lack of skilled job applicants (55%).

54%

| 2017 2016 2015
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Of these factors, the uncertainty and unpredictability
of legislative decision-making hindered the greatest
number of business owners from making investments
(20%), followed by the lack of skilled applicants (19%),
and additional costs from state business mandates

and regulations (18%).

Business Growth & Investment

The critical factors driving profits are increased
customer sales (58%), tax incentives and lower business

costs (27%), and investments in workforce talent (15%).

The most important factors driving losses are the
high costs of taxes, regulations, and mandates (80%);
decreased sales and loss of customers (13%); and
retiring workers and difficulty finding qualified

workers (7%).

2017 SURVEY OF CONNECTICUT BUSINESSES _

“We continue to see positive

signs for Connecticut’s business
community—profitability is still
up from five years ago and losses
are at a 10-year low—despite the
turmoil and lack of a state budget.
If companies are going to continue
to invest in Connecticut and grow
here, this survey makes it clear
we are going to need the state to

foster a more business-friendly

environment.”

Joseph A. Kask, CPA | CEO, BlumShapiro




Top five factors hampering business growth

High cost of living

Uncertainty and unpredictability
of legislative decision-making

High state business tax rates

Additional business costs from
government mandates, other than taxes

Inadequate skilled job applicants

Connecticut businesses are making their greatest
investments in new technology (22%), employee
training and other retention efforts (20%), property
and facilities (16%), and recruiting new qualified

workers (14%).

methods).

Fifty-two percent have no plans to sell their company,
while almost one-fifth plan to sell within the next

five years (18%). Seventeen percent are unsure or
undecided about their plans to sell, and only 5% plan

to sell within the next year.

Where does your company currently
make its greatest investment?

22%

New technology
Employee training 20%

Property/facilities
Recruiting
qualified workers

Other capital
assets

Research &
development

Other
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78%

72%

Of those who plan to sell at some point, 59% plan
to sell their firm through an asset sale. Seventeen
percent will do so through a stock sale, 9% through
a family member transfer, and just 6% through an

employee stock ownership plan (9% reported other

Half of those surveyed anticipate a transfer of
ownership within the company, and 31% expect a
transfer in the next five to 10 years. Fourteen percent

are unsure or undecided about a possible transfer,

and only 6% have plans to transfer

ownership in the next year.

Economic Competitiveness

Sixty-eight percent of respondents have
customers located in Connecticut,
47% are located in other states, and

1% are located outside the U.S.

Most companies (90%) handle some of
their production in Connecticut, while
18% conduct it outside Connecticut and
8% outside the U.S.



APPROACHED PLANNING TO MOVE NORTH

CAROLINA

39%

92%

SOUTH
CAROLINA

37%

Have you been approached to move
your business out of Connecticut?
Are you planning on moving your
company to a different state?

FLORIDA

Top three states that approached

Thirty-two percent of businesses say they have . )
Connecticut businesses

been approached by other states to move out

of Connecticut. The top three states seeking to
lure Connecticut businesses are North Carolina
(approached 47 respondents), South Carolina (44),

and Florida (41).
With a majority of businesses (61%) saying that up to

Of those businesses who reported being courted 15% of their workforce will retire in the next two to five

o
by other states, 92% said they have no plans to move years, the time to recruit new workers is now.

out of Connecticut.
Businesses are pursuing a variety of tactics to prepare

While a majority for anticipated

of Connecticut retirements.

businesses plan

0 i 3% Leadership

to stay, 20% ' Percentage of workforce succession plans
of companies 13% 18% expected to retire and increased
are considering between 2019-2022 recruitment
moving significant H 0% 31-45% efforts (both
production to 1-15% W 46-60% 53%) are the
another state 16-30% M >61%

most popular

within the next methods being

five years.
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How are you preparing for anticipated retirements?

Leadership succession plans
Increased recruitment efforts
Job training programs

Older worker retention options

used to prepare for retirements,
followed by ramping up internal
job training programs for
current employees (42%) and
implementing older-worker
retention options (23%), such as
transitioning employees close
to retirement age into part-time

positions.

Nine percent identify other
strategies, including downsizing
or selling their business instead

of replacing their workforce.

Businesses are
looking to fill
mostly mid-level
(37%), line (28%),
and entry-level
(26%) positions

next year.

Millennial and
Generation-Z
workers make

up a significant

23%

& We need to attack the
desirability of staying
in Connecticut from
as many different
angles as possible.
Any growth in jobs
and younger workers
staying will build
momentum in the
right direction. »

— Connecticut business owner

53%
53%

42%

portion of the Connecticut
workforce; 83% of survey
respondents employ people

under 35 years old.

Of those, 25% say more than
half of their workforce is

under 35, while 31% report

that a quarter to one-half of
their employees are in that
demographic. Almost half (44%)
say that a quarter or less of their

workforce is under 35.

Forty-one percent of businesses
are somewhat
satisfied with

their younger

Do you have trouble workforce, while
finding and/or retaining 20% are highly
workers under 35? satisfied. An

M Yes, both almost equal

Yes, finding only
B Yes, retaining only
@ No
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percentage of
business leaders
are dissatisfied
(20%) or have



Competition from other employers that
offer higher wages/more expansive benefits

High cost of living in the state

Other (i.e., lack of strong work ethic,
training necessary for job)

Lack of opportunities for advancement

Lack of robust economy, after-hour
& social activities near workplace

neutral feelings (19%) toward younger workers.

Forty-three percent of businesses report having
trouble finding and retaining young workers, while

nearly a third report having no trouble (29%).

The primary challenges for finding young workers are
competition from other employers offering higher
wages and/or more expansive benefits (30%) and the
high cost of living in the state (25%).

More than a quarter of those surveyed (26%) identified

other difficulties in finding workers, most notably a

Flexible work schedule

Employee engagement activities
& recognition programs

Defined benefit programs

Tuition reimbursement/
student loan assistance

Telecommute

Other

30%
32%

Primary challenges for
12% finding and retaining
young workers

B Finding [ Retaining

lack of qualified candidates with a strong work ethic

and the training necessary to meet job requirements.

The same reasons businesses are struggling to find
workers are also identified as barriers to retaining

young workers.

Nearly a third say higher wages and better benefits
(82%) are motivating their young workforce to change
employers or leave Connecticut altogether, while 26%
cite the high cost of living in the state. Seventeen
percent of respondents identified other reasons, most

notably the lack of a strong work ethic.

27%

24%

How are you attracting
and retaining young
workers?
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Does your company
hire from foreign
countries?

The difficulties finding and retaining young workers
impact wages and benefits. Most employers report
offering higher wages and more comprehensive
benefits to attract new employees (55%), while
36% report no impact on

compensation.

(1
Employers are taking various

actions to attract and retain

younger workers:

» More than a quarter of
employers (27%) offer flexible
work schedules. In addition,
some allow telecommuting

(8%).

» About a quarter (24%) conduct
employee engagement
activities, such as social events

outside of work and recognition programs.

» Eighteen percent of employers offer defined

benefit programs.

— Connecticut business owner

Do you have

trouble hiring

and recruiting
internationally
because of changing
immigration
regulations?

» Fourteen percent offer tuition reimbursement,
and a small portion of employers provide student
loan assistance or forgiveness for recent graduates
(2%).

In recent years, both Democrats
and Republicans in the state
legislature have proposed tax
incentives to encourage recent
graduates of Connecticut
colleges and universities to

stay in the state.

One proposal gives recent
graduates a five-year income
7 tax break following graduation.
Another proposal, “Learn Here,
Live Here,” would allow in-state
graduates to set aside a portion
of their state income tax payments each year for
10 years toward purchasing their first home;
participation requires buying a home in Connecticut

and living in it for at least five years.
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Survey respondents are almost evenly split on these
tax incentive proposals, with 49% supportive of the

measures and 51% unsupportive.

International Business & Trade

Nearly a third of those surveyed export their goods
or services (29%), down from 33% in last year’s survey.

Of those that export:
» 36% report 1-9% of their sales are international
» 32% report 10-19%
» 18% report 20-39%

» 14% report 40% or more of their sales are

international

Of those exporting goods and services, a majority
conduct business in Canada and Mexico (86%),
followed by Western Europe (69%), East Asia and
the Pacific (63%), and South America (41%).

Respondents say international markets with the
greatest potential for their business are Canada and
Mexico (89%), Western Europe (14%), East Asia and
Pacific (12%), South America (7%), Eastern Europe (5%),

290, "I have seen/expect to see
a positive impact on my
65% P18 business as aresult of

the elimination of federal
government regulations.”

[ Agree M Neither agree nor disagree M Disagree
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“More than half of the businesses
surveyed this year indicate that
state government and its actions
have hindered progress through
lack of decision-making, high taxes,
and costly mandates. Despite this,
nearly 85% of them continue to
either grow or hold steady, and

the vast majority say they plan to
remain in Connecticut. The study

makes it clear that more strategic

collaboration between the public
and private sectors can only help
in improving the business climate

even more.”

Thomas A. DeVitto | Chief Marketing
Officer, BlumShapiro

and the Middle East and North Africa (5%).

Just 14% of businesses hire workers from foreign
countries. Of those, 45% have difficulty recruiting and
hiring internationally due to changing
federal immigration regulations,
while 55% were not affected by the

regulations.

Legislative Priorities

In April, President Trump signed an
executive order outlining federal tax

reform strategies, saying “immediate



action is necessary to reduce the
burden existing tax regulations
impose on American taxpayers
to provide tax relief and useful,

simplified tax guidance”

Eighty percent of those surveyed
said their business would be
impacted positively if the federal
government implemented a 15%
corporate tax rate or lowered
personal income tax rates. Just
16% were neutral, while 5%

disagreed.

Another executive order from the
Trump administration addressed
regulatory reform, proposing

the elimination of at least two
existing regulations for every new

regulation.

Sixty-five percent of respondents
agreed with the statement: “I have
seen/expect to see a positive
impact on my business as a
result of the elimination of federal
government regulations.” Twenty-
two percent of respondents felt
neutral towards this statement,

while 12% disagreed.

STATE PENSION
REFORM

State government spending

grew 110% between 1995 and

Do you support
removing the
barriers to
collaboration
between and
within the state's
municipalities?

Supportive
B Neutral
B Not at all supportive

NO
81%

Do you support
astatewide
minimum wage
increase to
$15 an hour?
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2016, far outpacing the growth of
household income, inflation, and

Connecticut’s population.

State employee retirement
benefits represent almost
one-third of that spending, with
pension costs soaring 128% in the
last seven years. Connecticut’s
unfunded pension liability is
$68.4 billion, according to
Stamford University’s Hoover

Institution.

With the retirement fund in its
worst fiscal shape in 30 years,
several reform proposals could
significantly reduce costs and
create stability for future state
employees, as advocated by
some legislators and organizations
such as the Connecticut Institute

for the 21st Century and CBIA.

Although a union concession
package was approved by the
General Assembly in July, many
reforms were not included in

the package. These additional
reforms should be adopted either
through further negotiation or

legislation.

Businesses were asked about
their level of support for four
proposals to reform the state

employee retirement system,



including: increasing
the retirement age;
ending early retirement
plans and delaying
medical coverage

for early retirees;
implementing a defined
contribution plan for all
new employees; and

eliminating the use of

overtime payments in What effect would
. . mandated paid
pension calculations. . .
family and medical
» 91% support leave have on your
eliminating the business?

use of overtime to B Negative effect
increase pension B No effect
funds (6% are

neutral, with 3% not

[ Positive effect

supportive)

» 88% support
delaying medical coverage until early retirees reach
a certain age and ending early retirement plans (8%

neutral, 4% not supportive)

» 88% also support implementing a defined
contribution plan for all new state employees

(8% neutral, 4% not supportive)

» 83% of respondents support increasing the

retirement age (12% neutral, 6% not supportive)

MINIMUM WAGE

A majority of respondents do not support increasing
the state’s minimum wage to $15 an hour (81%),

while 19% support an increase. A bill increasing the

2017 SURVEY OF CONNECTICUT BUSINESSES _

minimum wage to $15 an hour by 2022
was proposed but not acted on during the

2017 General Assembly session.

At $1010 an hour, Connecticut’s minimum

wage is one of the highest in the country.

PAID FMLA

A majority of businesses (75%) believe
state mandated paid family and medical
leave policy would have a negative effect

on their business.

Twenty-one percent said paid FMLA
mandate would have no effect, while just

4% said it would have a positive effect.

“The results of this survey are
strongly aligned with CBIA’s calls
to action at the State Capitol: build
the confidence, momentum, and
investment needed to expand the

economy. As Connecticut continues

to grow, this survey should be on

the desk of every state legislator,
as their actions will directly bolster
or erode the ability to create and

keep Connecticut jobs.”

Brian Flaherty | Senior Vice President,
Public Policy, CBIA




The paid FMLA proposal that failed during the
2017 legislative session applied to all Connecticut
businesses and required at least 120 new state

workers to run the program.

The state’s nonpartisan Office of Fiscal Analysis
reported the proposal would cost taxpayers about
$13.6 million the first year and another $18 million

each subsequent year.

While business growth remained largely unchanged
from last year, Connecticut companies are investing,
developing new products, and expanding their

workforce—all good signs for the future.
However, many challenges remain.

The state’s workforce is aging. Businesses have
difficulty finding skilled workers. The state needs
reliable, realistic, and sustainable fiscal practices that

support investment and drive economic growth.

Other states continue to approach Connecticut
companies, and for good reason. Our mix of
innovative, world-class businesses will always attract
the interest of competitor states. If Connecticut’s
policymakers demonstrate consistency and
predictability, however, efforts to lure companies from

the state will be far less successful.

Connecticut has a strong foundation for sustained
economic growth and job creation, but past actions
by policymakers—including massive tax increases and
costly mandates on businesses—have stood in the

way of achieving those goals.

Policymakers must recognize our challenges and act
aggressively to develop bold solutions, particularly
when it comes to setting a fiscal course that makes
Connecticut affordable for taxpayers and a leader in
business investment, economic growth, job creation,

and government efficiency.
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INSURANCE (3%)

SOFTWARE/ . . ..
TECHNOLOGY (3%)

REAL ESTATE (2%)

In June 2017, CBIA mailed and emailed this FINANCE NON-FROFIT ¢

MEDICAL . : .+ HOSPITALITY/
survey to approximately 6,400 top executives : : . TOURISM (2%)

' . WHOLESALE 5 5
throughout Connecticut. We received 440 DISTRIBUTION o 4% <+« UTILITIES (1%)
responses, for a response rate of 6.8% and : 4% RESEARCH &
. 4% . +++ DEVELOPMENT

a margin of error of +/-4.8. All figures are : (1%)

rounded to the nearest whole number and

may not total exactly 100%.

Survey respondents have run their business

Industries
Represented

*Three percent of respondents
indicated ‘other’

and production operations in Connecticut

for an average of 47 years.

The largest share of participating companies
are family-owned (31%), privately-held (24%),
and S corporations (24%). Business types

also include incorporated (18%), LLC (12%), 15%

woman-owned (7%), veteran-owned (5%),

MANUFACTURING

PROFESSIONAL

publicly held (4%), minority-owned (2%), non- ERVIEES

profit/municipal (2%), and foreign-owned (2%).

For more information or additional copies

of the report, please contact:

Peter Gioia

Vice President & Economist, CBIA
860.244.1945 | pete.gioia@cbia.com
cbiacom | @CTEconomist

Thomas A. DeVitto

Chief Marketing Officer, BlumShapiro
860.561.6851 | tdevitto@blumshapiro.com
blumshapiro.com | @blumshapiroco
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BlumShapiro is the largest regional business Because of BlumShapiro’s size, focus, and client

advisory firm based in New England with offices in service philosophy, we have successfully attracted
Connecticut, Massachusetts, and Rhode Island. We and retained some of the best talent in the country.
have over 450 professional Our team has the national experience and
and administrative staff, industry expertise to assist our clients in
making us the 54th largest BlumShaper meeting their most challenging business
public accounting firm Accounting | Tax | Business Consulting ~ issues.

in the U.S. Our size has
The BlumShapiro team provides clients
allowed us to develop
o ) } additional value through the continual
specialized industry knowledge and dedicated
development of turnkey solutions that address the
staff who focus on a broad range of businesses
) ) o ) changing needs of their businesses.
in Manufacturing, Distribution, Retail, Healthcare,

Education, Government, Non-Profit, Construction, We compile best practice information through
Automotive, Professional Services, Hospitality, Real the collective knowledge of our professionals and
Estate, Clean Energy, Life Sciences, and Food and secondary resources to build state-of-the-art
Beverage Technology. solutions to serve the operational and financial

needs of our clients.

By providing these solutions, we help our clients

quickly and economically address many of the

We act as trusted business advisors to our clients, business issues and opportunities they face.
and, as such, we are personally committed to the
success of each and every client. Our philosophy of

establishing local offices within the markets we serve,

with oL people living, working, and actively giving BlumShapiro is an independent member of Baker

back to their coommunities, has been welcomed by our Uy Iigsiniesonel, & [eaelng gl ieior o igi-

clients and recognized as important values we share. ejulicys IMElS e i BeeRUTdng eirel Eehiseny i
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Baker Tilly International is represented by 165 firms
in 141 countries. Through our close affiliation with
our member firms, we have the unique ability to
seamlessly service the international requirements of

our clients.

» Audits, Reviews, and Compilations
» Budgeting and Cash Forecasting

» Employee Benefit Assurance

» Federal Tax Planning and Compliance
» Executive Tax and Financial Planning
» Tax Structuring Related to Mergers

» International Tax Services

» IRS Representation

» Unclaimed Property Matters

» State and Local Tax Planning and Compliance
» Real Estate Cost Segregation Studies

» Estate and Trust Planning

» Forensic Accounting

» Economic Damages

» Computer Forensics/eDiscovery
» Fraud Risk Assessment

» Insurance Investigations and Accounting

Malpractice
» Business Valuation

» Bankruptcy and Insolvency

» Management Consulting

» Technology Consulting

» Project and Portfolio Management
» Software Solutions

» Business Process Outsourcing

For further information on how we can assist

your business, please contact:

Joseph A. Kask, CPA

CEO, BlumShapiro

860.570.6372 | jkask@blumshapiro.com
blumshapiro.com
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The Connecticut Business & Industry cbia

Association is the leading voice of
business in the state, representing
thousands of member companies, small

and large, across a diverse range of industries.

We fight to make Connecticut a top state for business,
jobs, and economic growth: driving change, shaping
legislative and regulatory policy, and promoting

collaboration between the private and public sectors.

» Powerful, dynamic leadership and advocacy at
the State Capitol, driving policies that promote

a globally competitive business climate.

» Valuable resources, information, and professional
assistance, sharing expertise and best practices
across a broad range of issues to help companies

compete, grow, and succeed.

» Innovative, high-value products and member
services, including insurance and employee
benefits, business and HR resources, energy

purchasing solutions, and more.
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Connecticut Business & Industry Association | 350 Church St., Hartford, CT 06103-1126 | 860.244.1900 | cbiao.com | @CBIANews



