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Certain business leaders and economists have criticized Democratic plans to impose a temporary 30% 
surcharge on the corporation business tax, to repeal certain tax exemptions, and to limit certain credits. On 
April 9, the Connecticut Business and Industry Association (CBIA) released a report arguing that the “[t]ax 
proposals made by the legislature’s Finance Committee (SB-932 and others) have created doubt in 
Connecticut’s business leaders about the state as a good place in which to keep growing and creating jobs. 
Some employers are now questioning Connecticut’s long-term viability as a business location.”1 
 
Prior to the release of the Democratic proposals, business leaders routinely protested that Connecticut 
offered a hostile business climate. In late February, CBIA responded to a bill mandating paid sick leave by 
issuing a press release maintaining that “Connecticut’s business costs are already among the highest in the 
country. Even before the recession, and a deepening state budget deficit, Connecticut was one of 
the highest-cost states in which to do business. Connecticut employers pay some of the steepest costs in 
the nation—from high wages and salaries to generous employee benefits to the energy that powers their 
computers and machinery. The state is often ranked as one of the worst places to operate a business 
due to our high taxes, labor costs and, strict regulatory environment. Passage of this bill would secure 
Connecticut’s place as one of the worst states for business.”2 This issue brief challenges the claim that 
Connecticut’s system of business taxation is onerous relative to the taxes imposed in other jurisdictions 
across the country.  
 
Specifically, this brief summarizes a recent report prepared by Ernst & Young in conjunction with the 
Council on State Taxation (COST).3 COST is a “trade association consisting of over 600 multistate 
corporations engaged in interstate and international business” with a stated objective of “preserv[ing] and 
promot[ing] equitable and nondiscriminatory state and local taxation of multijurisdictional business 
entities.”4 According to this report, Connecticut’s business taxes as a share of private-sector gross 
state product are the second lowest in the nation.5 In Connecticut, state and local taxes on business 
comprise only 3.7% of private-sector gross state product, compared to the national average of 4.9% (See 
Figure 1). Ernst & Young/COST have created a comprehensive metric of business taxes that includes not 
only the corporation business tax, but also state-level estimates of: property taxes on business property; 
general sales taxes on business inputs; unemployment insurance taxes; business and corporate license fees; 
public utility taxes; individual income tax on business income (for pass-through entities); excise taxes; 
insurance premium taxes; and other miscellaneous business taxes.  
 
The broad nature of this metric is critical, since most state and local taxation of businesses does not occur 
via the corporation business tax. In Connecticut, the corporation business tax is responsible for only 7.3% 
of state and local business taxes. Property taxes on business property constitute 41.5% of total business 
taxes, followed by general sales taxes on business inputs (21.4%), excise and gross receipts tax (9.7%), 
unemployment insurance taxes (7.7%), business and corporate license fees (3.5%), and individual income 



taxes on the business income of pass-through entities (8.7%).6 Indeed, “[a]lthough the corporate income tax 
has been the focus of significant debate in a number of state legislatures during recent years, FY 2008 
collections were $56.9 billion, less than 10% of total state and local business taxes or 16% of state taxes on 
business.”7  
 
In the past seven years, Connecticut’s political leaders have held down the rate of growth in business taxes. 
From FY 2002 through FY 2008, business taxes in Connecticut grew at the seventh slowest rate in 
the nation. Figure 2 provides a visual illustration of nominal growth in each state’s business taxes over this 
time frame. Connecticut’s business taxes grew 34.2% from FY 2002 through FY 2008; private sector gross 
domestic product in Connecticut grew 30.8% from calendar year 2001 through calendar year 2007. Across 
the United States, the average growth in business taxes from FY 2002 through FY 2008 was substantially 
higher at 46.8%, while growth in private sector gross domestic product in the U.S. was only slightly faster 
than the growth in Connecticut. Private sector GDP in the U.S. grew 36.5% from calendar year 2001 
through calendar year 2007.8  
 
These statistics reveal that Connecticut’s tax structure is relatively less burdensome on the business 
community than nearly every other state in the nation. In order to holistically examine Connecticut’s 
business climate, future iterations of this issue brief will compare the cost of labor, health care, property, and 
energy in Connecticut to other states and regions.  
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Figure 1. State and Local Business Taxes as a Share of Private Sector State Product (private GSP) (FY 2008). 

 
 
Source:  Ernst & Young and Council on State Taxation, Total State and Local Business Taxes: 50 State Estimates for Fiscal Year 2008, January 
2009, Table 7. 
Note: For ease of viewing, Alaska, which has business taxes totaling 22.3% of private GSP, is omitted from this figure.  



Figure 2. Percentage Growth in Business Taxes from FY 2002 to FY 2008.  

 
 
Source:  Ernst & Young and Council on State Taxation, Total State and Local Business Taxes: 50 State Estimates for Fiscal Year 2008, January 
2009, Table 8. 
Note: For ease of viewing, Alaska, which witnessed 423.8% growth in business taxes during this time frame, is omitted from this figure.  


