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Business tax subsidies are eroding Connecticut’s 
state revenues and contributing to the state 
deficit.  Connecticut has spent hundreds of millions 
of dollars in recent years awarding tax credits to a 
small fraction of state businesses, most of them large.   
The total amount of state revenue spent through 
business credits has also been on the rise, increasing 
20-fold between 1987 and 2007. 
 
Disclosure of business tax subsidies is essential 
as a first step toward evaluation, accountability, 
and priority setting.  Unlike economic development 
assistance awarded through the Department of 
Economic and Community Development, which 
creates a paper trail regarding the economic benefits 
awarded to a business, which businesses are 
benefiting, the expected benefits to the state from the 
award and the like, there is no comparable oversight 
for tax expenditures.  The state also does not evaluate 
opportunity costs -- for example, if the hundreds of 
millions in tax credits were invested into different 
industries or projects, could Connecticut get a greater 
economic return?  Many of these questions cannot 
even start to be answered if we don’t know which 
businesses benefit—and by how much—from the 
credits, deductions, and exemptions that Connecticut 
awards them. House Bill 6560 would require this 
minimum standard of transparency. 
 
Tax subsidies are a form of state spending, yet 
they are not subject to the annual review of 
spending plans.  Unlike appropriated spending that 
is reviewed and reauthorized each year, tax 
expenditures are not reviewed annually. Once enacted 
into law, tax expenditures become and remain 
“entitlements.”  There is no further regular inquiry by 
the General Assembly as to whether they are 
continuing to fill an important public purpose (e.g. 
creating new jobs). 

Many tax subsidies are ineffective, and some may 
be damaging to Connecticut’s economy.  A study 
by the UConn Center for Economic Analysis showed 
that 14 of the 24 corporate tax credit programs 
studied in Connecticut led to net job losses, including 
one of Connecticut’s largest tax credits, the fixed 
capital investment credit.  The Program Review and 
Investigation Committee’s 2005 study of 
Connecticut’s Tax System concluded that, “[b]ased on 
usage alone,” 16 of the 26 business tax credits that 
then existed “appear of little benefit to the state’s 
economy, and should be eliminated.”  More recently, 
Connecticut’s own Department of Economic and 
Community Development also reported serious flaws 
in the programs, with little legislative response.   
Clearly, tax credits that are inefficient, ineffective, or 
damaging should be repealed, yet several credits 
persist unchallenged despite evidence that questions 
their usefulness. 
 
As Connecticut confronts its largest state budget 
deficit in history, all forms of spending, including 
economic development efforts using tax credits, 
deductions, and exemptions, must be reviewed 
critically and comprehensively. There is no 
comprehensive or independent system by which to 
determine the value or effectiveness of tax credits or 
other tax expenditures, even as they continue to grow 
unchecked. In the painful process of bringing our 
fiscal house in order, Connecticut simply cannot 
afford to leave hundreds of millions of dollars in 
questionable spending unexamined.  Connecticut 
should move toward a system where all state 
economic development programs are evaluated 
together according to a long-term economic plan. 
Connecticut’ economic development efforts are 
disorganized, largely opaque, and not subject to any 
process of oversight to ensure that they are 
coordinated and mutually supportive of one another.

 


