
Taxing on our 
innovation

O
ne somnolent corner of the Bos-
ton-business ecosystem woke 
up last week to an unpleasant 
reality about operating here 
in the Bay State. If you’re not 

paying attention, Beacon Hill is going 
to screw you.

The state’s IT consulting industry, 
which is ubiquitous but not well orga-
nized, now must charge a 6.25 percent 
sales tax on its services. They are con-
fused — and hopping mad. Any work 
under the general category of “the 
planning, consulting or designing of 
computer systems that integrate com-
puter hardware, software, or communi-
cations technologies and are provided 
by a vendor or third party” gets taxed.

But the truth is, every single busi-
ness in the state that aspires to im-
prove the quality of software processes 
stands to get screwed by this new tax.

That because it’s possible that most 
businesses, even small ones, will have 
to pay a new tax, for IT upgrades are in-
dispensable to running a competitive 
business.

So Beacon Hill created, in essence, 
an innovation tax. If you want to run a 
smarter, faster, more competitive busi-
ness in Massachusetts, it’s going to cost 
you an additional 6.25 percent for the 
privilege.

But it gets stranger and more confus-
ing, for there are exemptions: For ex-
ample, data management, information 
management and data processing ser-
vices are now exempt. Who does that 
leave? No one is quite sure. Certainly 
not Beacon Hill.

The IT industry has pointed out that 
legislators obviously didn’t know any-
thing about how IT consulting works 
when they passed the law. That’s too 
kind. Beacon Hill knew next to nothing 
about what they were doing when they 
passed this tax.

You know that’s true when legislators 
already are saying they’re open to bet-
ter defi ning the law as it’s just hitting 
the books under the full enforcement 
might of the Department of Revenue. 
The new tax receipts very well could 
pour in. There’s every possibility this 
new tax will yield $1 billion in revenue 
or more because no one really knows 
just how pervasive software installa-
tion and design is in Massachusetts. If 
there’s $20 billion in annual local eco-
nomic activity in the industry, the take 
will be $1.25 billion. It’s likely that the 
Massachusetts Taxpayer Foundation’s 
estimate of $500 million is low.

Is there a silver lining? Well, there 
are always winners when government 
springs surprises on business. In this 
case it’s tax lawyers. For them, the 
phone is ringing off the hook.

Investing in early education 

T
he future economic growth of 
the commonwealth depends on 
a trained, skilled workforce. In-
vestments in high-quality early 
education, such as the $15 mil-

lion increase recently included in the 
state’s 2014 fi scal year budget, represent 
the best way to ensure Massachusetts 
can remain competitive in the global 
economy.

Today, 68 percent of the 
jobs in Massachusetts re-
quire a college degree, but 
only 54 percent of the young 
adults in the state have com-
pleted college.

High-quality early educa-
tion prepares children to enter school 
ready to learn and go on to achieve 
school and life success. Children who re-
ceive high-quality early education are 30 
percent more likely to fi nish high school 
and twice as likely to attend college. 

Deep and persistent achievement and 
attainment gaps exist in Massachusetts 
that show far too many of our students 
— particularly students from lower-in-
come families, English language learn-
ers, students with disabilities and many 
students of color — are being left behind. 
These gaps start in the most crucial 
early years of development. Disparities 
in children’s cognitive, social, behav-
ioral and health outcomes are evident as 
early as nine months old. These dispari-
ties have lifelong effects. Children who 
struggle with reading in third grade 
are four times less likely to fi nish high 
school than other children. 

The economic impact that high-qual-
ity early education could have on our 
commonwealth is staggering. In 2012, 
more than 7,000 students dropped out of 
high school in Massachusetts, costing 
the state approximately $2.5 billion over 
their lifetimes in decreased tax revenues 
and increased public assistance costs. 
This is almost half of the state’s entire 
education budget in fi scal year 2013. 

It is estimated that invest-
ments in high-quality early 
education yield a 10 to 16 
percent rate of return, out-
pacing the average return 
of the stock market. Ad-
ditionally, early education 

programs provide crucial workforce 
support to parents and employers. Ab-
senteeism due to lack of childcare costs 
U.S. businesses an estimated $3 billion 
per year.

Gov. Deval Patrick and the Legisla-
ture have made a serious commitment 
to early education in the fi scal year that 
began last month. For the fi rst time in 
fi ve years, Massachusetts will invest in 
access to early education with a $15 mil-
lion commitment to reduce the waitlist 
for early education and care for children 
from income-eligible families. 

If Massachusetts is to remain competi-
tive in a highly skilled, evolving global 
economy, a true public-private partner-
ship with the business community needs 
to be established to build on the momen-
tum the governor has created and make 
investing in early education our No. 1 
priority. 
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State has made 

eff orts to boost high-

tech manufacturing

I
n their July 26th op-ed, James 
Brett and Alan Clayton-Matthews 
highlighted the signifi cance of 
manufacturing in New England 
as well as the potential opportuni-

ties and obstacles that lie ahead. While 
I agree with them on the importance 
of this key sector, they overlook the ef-
forts the House of Representatives has 
undertaken to foster it in recent years.

The centrality of manufacturing to 
Massachusetts history is no surprise. 

Our one-time pri-
macy is refl ected in 
so many of our local 
nicknames: Watch 
City (Waltham), 
Shoe Town (Brock-
ton), Tanner City 

(Peabody). But today we must actively 
pursue new ways to incorporate ad-
vanced manufacturing jobs — for em-
ployees of all skill levels — into exist-
ing and emerging industries.

After seeing the stark realities of 
the economic downturn as Speaker, I 
set out to mitigate what a Northeast-
ern University study termed “the blue 
collar depression.” The gaming law 
passed in 2011 not only set into mo-
tion a process that would authorize 
up to three resort casinos and a slot 
facility, it also targeted 13 percent of 
gaming licensing fees to support man-
ufacturing. Last summer’s economic 
development legislation was the next 
step. This law created the Manufac-
turing Futures Program, which offers 
grants, loans and resources to pro-
vide assistance to small and midsized 
manufacturing companies. We were 
recently able to extend the initiative 
with an $18.75 million budget appro-
priation. 

AMP It Up!, a component of the pro-
gram, promotes advanced manufac-
turing to students by providing tools 
and resources so they can experience 
what it’s like to work in the fi eld. The 
2012 legislation also codifi ed a Massa-
chusetts Manufacturing Collaborative 
to gather government, industry, and 
workforce development leaders with 
the goal of refi ning and developing our 
manufacturing agenda. 

As we continue to grow, advanced 
manufacturing will be essential in 
furthering our state’s development 
and will help make Massachusetts a 
better place to live, work and do busi-
ness. I urge legislators, business lead-
ers and employers to pay attention to 
the industry and work collaborative-
ly to enhance its role in our overall 
economy.

47% Yes, the 
person who 

runs the city sets the tone.

23% No, not much a politician can 
do to stoke the economy.

30% Some impact on development, 
but not as much as Menino.

THE QUESTION: Do you think a new mayor will have 
a big impact on Boston’s economy?

NEXT WEEK’S QUESTION: Do you support efforts to repeal the state’s new 
software services tax? Go to: boston.bizjournals.com

VOTES CAST: 240

Robert A. 
DeLeo

House Speaker
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Asa Fanelli 

CEO of Horizons for 

Homeless Children
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