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Senate Finance Ways & Means Committee Report

Chairman Oelslager, Ranking Member Skindell, and members of the committee, thank you for providing the opportunity for me to speak to you as the Ranking Member of the Ways & Means committee.  I would like to thank Chairman Peterson for his leadership on the committee and inclusive process over the past four weeks.

As the ranking member, I worked closely with my Democratic Senators Cafaro and Williams as well as the other members of my Caucus to review and propose meaningful tax policy to help create jobs and grow Ohio’s economy.  I would like to take a few minutes to touch on some of those priority issues that we will be advocating for in the remaining weeks of the budget discussions as they pertain to tax policy.  

Tax shifting

The House-passed version of H.B. 64 made some improvements to the Governor’s budget plan, especially when it came to tax policy.  For the second consecutive budget, the Governor has proposed raising the state sales tax on everyone to pay for another income tax cut that disproportionately benefits the few.  This type of “tax shift” hurts the middle class.  

Our Caucus has deep concerns about this type of shift because it ultimately impacts those who can afford the tax increase the least and who now have to pay more. Increasing the sales tax disproportionately impacts the poorest Ohioans due to their lower levels of discretionary income. 

It also remains our Caucus’ strong belief that untargeted, across the board income tax cuts disproportionately benefit the wealthiest in our state and continues to the move Ohio down the wrong path. These cuts are also unlikely to result in any meaningful job creation. 

If the legislature’s desire is to reduce income taxes, we believe that they should be strategic and targeted.  We will be offering a number of tax relief amendments that are aimed at helping lower/middle income families.

For example, the federal EITC is the nation's most powerful anti-poverty program. Nearly 1 million Ohioans claim the credit, bringing over $2 billion back into local communities. According to data provided by Policy Matters, only about 7% of Ohio's poorest workers - those earning $19,000 or less - see any benefit from the state credit. Unlike the federal credit, Ohio's state EITC is not refundable, meaning it cannot exceed what a taxpayer owes in income taxes. It also has a cap: For those earning more than $20,000, it cannot exceed half of what is owed in income tax. It is time to make the EITC refundable and to remove the cap.

Lastly, Gov. Kasich’s proposal creating a review committee for tax expenditures was a step in the right direction, an initiative I have personally advocated for over several years and have introduced legislation on in this General Assembly. Unfortunely, the House removed that provision. That is why I am proposing to re-insert a permanent committee to review expenditures biennially.

Businesses and Job Creation

There was overwhelming support for the House proposed tax plan compared to the one offered by the Executive plan from the business community. The resounding message to the panel was that the trade-off of higher taxes on businesses and an increase in the sales tax just to lower personal income rates was not desirable. The most powerful example of that claim came from the Manufacturing Policy Alliance, who represents some of the largest companies and employers in the state such as:  AK Steel, Alcoa Inc., Ford Motor Company, General Electric, Marathon Petroleum Corporation, Nucor Steel Marion Inc., The Timken Company and TimkenSteel Corporation. Their testimony stated the following: 

 “It has been stated by others that the primary focus of this budget proposal is jobs growth. While this focus and goal are laudable, it is important that you understand that when the companies represented by MPA look to expand or add new facilities to meet growth demands, the personal income tax rate is NOT one of the critical factors considered when making a final site selection. There are many more important factors that weigh in the decision of where to locate such as the availability of a: skilled workforce, raw materials, strong supplier base, dependable and affordable utilities (electricity, natural gas, water, and transportation options), corporate level taxes, and others …. but personal income tax rates almost never get mentioned in the decision process for the large industrial manufacturers.” 

This echoes the belief of our Caucus that what businesses are really looking for is an educated, healthy workforce, and strong communities that can provide the access and services that they and that their employees depend on and need. These investments are key factors in attracting new businesses to Ohio which will create the jobs and investments to serve the 300,000 unemployed Ohioans.

Lastly, the further expansion of this tax deduction for Pass Through Entities is questionable. National data shows only 11% of these taxpayers own a bona fide small business with employees other than the owner and that possibly a quarter of the benefit is going to non-Ohio residents. 

Industry Specific Tax Increases

The Governor’s proposal to raise the severance tax on the Oil & Gas Industry and the tobacco tax on the tobacco/vapor industry was removed by the House, however, we heard a significant amount of testimony on both proposals.  Our Caucus's major issue with the Executive proposal was increasing these taxes to pay for an income tax cut.  

The Senate Democratic Caucus is not proposing a severance tax, however; if there is to be one we believe it should be structured around a few basic principles. The tax rate should be comparable to other oil and gas producing states, the overwhelming majority of the revenue should be re-invested in the shale region, Ohioans need to be trained and hired for these jobs, there needs to be sufficient funding for proper oversight and regulation of the industry to help mitigate any environmental impacts, and finally any sort of loopholes or further tax breaks (especially an income tax cut) should not be part of a severance tax package. 

As far as an increased tax on tobacco and nicotine products, we believe those revenues should not supplement taxes for the wealthy. Rather, we join with the health care community and other advocates push for these revenues to be used for smoking cessation efforts and healthcare related services.

Communities

The Governor has cut funding to Ohio communities by over $1 billion during his tenure in office; through halving the Local Government Fund, eliminating Ohio’s Estate tax, phasing out Tangible Personal Property (TPP) replacements, and recently through the passage of HB 5 (Municipal Tax Reform). 

In addition to those cuts, he pushed for the elimination of long-standing support on property taxes known as the “rollback,” and an ill-conceived means testing on the homestead exemption for seniors and disabled individuals that continue to hurt homeowners. These efforts shift tax increases on local residents through property tax, and make it much more difficult for schools and communities to pass needed levies in the future due to the loss in state funding. Senate Democrats believe the state needs to be doing more to help alleviate property tax bills, not increasing them, and we will be prioritizing property tax relief within our proposal.

Our Caucus will also be submitting much needed funding amendments to increase the local government and public library fund to ensure vital services are maintained.  We believe this is how we will attract new businesses to Ohio. We also believe that communities and specific services should be held harmless if further income tax reductions are to happen over the next two year, or if TPP is to be phased out, to help protect our struggling local governments around the state from further cuts.

Conclusion

Ohio needs fair tax policies that grow our economy for everyone, not just those at the top. While some sectors of the economy are improving, nearly half of Ohio’s families are still living paycheck to paycheck.  The operating budget should be a blueprint for building a better future for all Ohioans, and it is our opinion and the majority who testified in committee, that when it comes to tax policy the Governor’s budget is the wrong approach.

Once again, I appreciate the openness that Senator Peterson exhibited and his willingness to work together and I’m looking forward to working through this budget in the weeks to come.
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