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According to a new report by the Council on State Taxation (COST), Connecticut’s business taxes are the lowest in 
the nation.1 In fiscal year 2010, state and local taxes on business comprised only 3.3% of private sector economic 
activity (private sector gross state product, GSP), compared to the national average of 5.0%.2 And we have been 
consistent: COST has placed Connecticut at or near the bottom for the last seven years.3

 
  

The cost of doing business in Connecticut may be high, but COST’s report suggests taxes are not the culprit. 
Energy, health care, and transportation costs factor heavily into business decisionmaking, and as has been well 
publicized, Connecticut fares worse on these marks. As the Governor and General Assembly turn their attention to 
a special jobs session later this year, they should not fixate on the overall level of business taxes and should focus 
instead on areas we can improve our competitiveness. Our business taxes simply could not rank lower. 
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The Council on State Taxation is “a nonprofit trade association consisting of over 600 multistate corporations 
engaged in interstate and international business. […] COST was formed in 1969 by a handful of companies under 
the aegis of [the] Council of State Chambers of Commerce, […] precipitated by the need of corporate taxpayers to 
be represented by a united voice on state tax issues.”4 Among its members are Connecticut companies Aetna, 
CIGNA, General Electric, Pitney Bowes, and United Technologies Corporation.5

 
 

As in years past, the Ernst & Young accounting firm conducted this study for COST, creating a measure of what 
businesses actually pay in taxes, rather than relying on statutory rates, which are peppered with loopholes and 
difficult to compare across states. The Ernst & Young metric is also comprehensive, including not just the 
corporation business tax, but the other taxes that fall on businesses as well: property taxes on business property; 
general sales taxes on business inputs; unemployment insurance taxes; business and corporate license fees; public 
utility taxes; personal income taxes on pass-through business income; excise taxes; insurance premium taxes; and 
other miscellaneous taxes.6

 
  

This broad sweep is crucial, since most state and local taxation of businesses does not occur through the 
corporation business tax (CBT). In Connecticut, the CBT generates just 7.3% of business tax revenues. Property 
taxes constitute 33.5%, followed by sales taxes (22.3%), excise and gross receipts taxes (12.3%), unemployment 
insurance taxes (9.3%), license fees (4.4%), and personal income taxes on the income of pass-through entities 
(10.8%).7

 
  

Despite this broad sweep, the COST figures only tell the story of the average Connecticut business. Whether our 
business taxes are optimally distributed is a separate question—does our tax structure, for instance, favor big, 
mature businesses over fast-growing young companies? Or, does it especially burden new investment? The 
incidence of our business taxes is a crucial issue, and one that merits serious study through a bipartisan tax 
commission. 
 
In conclusion, though, this latest COST study, conducted by a Big Four accounting firm for a national association 
of large corporations, ranks Connecticut as the lowest-tax state in the nation for business. The cost of doing 
business here may be high due to energy, health care, and transportation costs, but not—the report suggests—
because of our taxes. Yet despite having generally low business taxes, Connecticut still suffers sluggish job growth. 
Improving our competitiveness will mean addressing the areas where we are not actually competitive. 
 
 
 
                                                 
1 COST reports average figures: some companies may pay more; others may pay less. 
2 Council on State Taxation, Total state and local business taxes: State-by-state estimates for fiscal year 2010, July 2011. 
3 Council on State Taxation, Total state and local business taxes: State-by-state estimates for fiscal year 2009, and the same reports for FY 2004-2008. 
4 Council on State Taxation, About COST, available at http://www.cost.org/AboutCost.aspx.  
5 Council on State Taxation, Council on State Taxation Company Membership, January 2010, available from CT Voices’ partner, the Oregon 
Center for Public Policy, at www.ocpp.org/2010/COSTcompany_list20100126.pdf.  
6 Total state and local business taxes: State-by-state estimates for fiscal year 2010. 
7 Id. 
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