RI Sales Tax Commission Highlights: Testimony Supports Repeal or Rollback
The Special Joint Legislative Commission to Study Repeal of the State Sales Tax heard testimony from multiple sources that
significant reductions to the sales tax will help keep Rhode Island as home to more people and businesses and will attract out-ofVWDWHVKRSSHUVWRWKHSRLQWZKHUHRXUVWDWH¶VHFRQRP\Zould receive DSRVLWLYH³Vhock.´

E conomic Benefits: (see reverse side) ZLWK5,VKRSSHUVVWD\LQJKRPHDQGRWKHUVIORZLQJRYHUWKHERUGHURUVWRSSLQJLQ5,«
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Complete repeal of the sales tax produces the most jobs (25,000, requiring budget savings of about $313 million).
Reduction of the sales tax to 3% is the best budget value (almost 14,000 jobs, requiring $48 million in budget savings).
$OOVDOHVWD[FXWVFHQDULRVUHVXOWLQ³G\QDPLF´Uevenue increases in other revenue areas.
The 0.0% and the 3.0% sales tax scenarios each result in an annual municipal revenue windfall of over $100 million.
Major sales tax reform would help stop the out-migration of wealth from RI, estimated at over $2 billion in gross income.

A Regressive T ax: Repeal of sales tax would disproportionately help low-income families «
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Sales tax relief would lessen the overall tax burden on RI low-income families, one of the highest such burdens in America.
The thousands of new jobs created would provide increased opportunities for upward income mobility.

E mpirical E vidence from O ther States: shows that RI can emulate other states in implementing this reform «
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The state of New Hampshire, and other no-sales-tax states, benefit from this policy; each has a lower unemployment rate, is
growing in population, and generally does not attempt to counter-balance revenues by increasing other major tax rates.
New Hampshire - with its 0.0% sales tax rate - has attracted over $2 billion in retail sales from border counties in Maine, and
about $500 million from Vermont.
The density and wealth of the border-county populations RI5KRGH,VODQG¶VQHLJKERULQJVWDWHVare significantly higher than
those RQ1HZ+DPSVKLUH¶VERUGHU«PHDQLQJRI could realize a far greater cross-border shopping impact.
A national state tax policy expert from the Tax Foundation stated that RI must implement significant reforms to keep pace
with other states that, nationally, are fiercely competing for people and business investment.
In 2013, 18 states made economic growth DSULRULW\E\³FXWWLQJ´WD[HV.

A necdotal T estimony: broad public support for repeal; would restore faith in state government «
x
x
x
x

Business owners testified how sales tax repeal would boost their businesses, giving them a better chance to survive, expand, or
even remain in RI and not consider relocation across the border.
Parents and students testified how the cost-savings on every-day items would be important to their personal savings.
Multiple witness discussed how they and their friends often shop in other states to avoid paying high sales taxes.
Many witnesses testified that it was sad to see friends and family move to other states, and that it would be an unexpected
surprise for RI residents to see their government is working for them, IRURQFH«DQGJive them hope for the state¶s future.

Business Costs of Compliance: UHSHDOZRXOGVDYHPRQH\DQGKHDGDFKHVIRUVPDOOEXVLQHVVRZQHUV«
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The sales tax is a tax on business: approximately 40% of sales tax revenues come from B2B transactions.
Regarding the unfunded mandate imposed on all restaurants and other businesses with a permit to conduct retail sales, both a
video presented by the Center and testimony from the Department of Revenue talked about the sometimes costly compliance
costs and the enforcement approach by the State and the costs to sustain.
2QO\YLDFRPSOHWHUHSHDORIWKHVDOHVWD[FDQVDYLQJVRQUHODWHGFRPSOLDQFHFRVWVDQGJRY¶WLQIUDVWUXFWXUHEHUHDOL]HG.

E conomic Modeling Tools: RXU&HQWHU¶VZero.Zero report was called into question based on the STAMP modeling tool «
x

It was DOVRTXHVWLRQHGZKHWKHUWKH6WDWH¶VPRGHOLQJWRRO5(0,TXDOLILHGDVDFUHGLEOHEDVLVWRUHIXWH67$03JLYHQWKDWLW
would tend to project a more positive outcome for increased government spending, which clearly has not been the case in RI.
x Should RI seek to preserve current levels of government spending or seek non-revenue-neutral policies that stimulate growth?
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