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I. Introduction 
 
This report highlights key points of comparison between the two FY 06 proposed budgets: one 
proposed by Governor Rell and the other by the Appropriations and Finance Committees.  It also 
places both budgets in some historical context.3   
 
While much has been made in the media of the proposed growth in the FY 06 budget, with particular 
emphasis on the proposed growth in the Appropriations/Finance Committee budget, this report 
finds that both budgets propose more than $1 billion/year in additional state spending and on many 
of the same initiatives, with the Appropriations Committee’s budget just 1.6% more than the 
Governor’s budget.  In fact, both budgets are basically playing catch-up – restoring funding for 
essential programs that was cut in the past years of deficit-mitigation and addressing neglected 
problems through long-overdue public investments.  Viewed historically, both budgets reflect 
Connecticut’s tradition of Yankee thrift, a tradition evidenced also by the state’s rating by The 
Connecticut Economy as the second most frugal state in the nation (next to New Hampshire) even before 
deficit-mitigation began.4 
 
In short, in the previous three years, the economic downturn resulted in steep cuts in funding for 
many programs and services that are essential to the well-being of Connecticut’s families, businesses, 
and communities.  However, this year both the Governor’s budget and, to an even greater extent, the 
Appropriations Committee’s budget begin to make up important lost ground.  They also propose 
some modest expansions to address long-standing problems, such as the crisis in Connecticut’s 
mental health and transportation systems, the need for more prevention and early intervention 
services to avert long-term higher costs, and the increasing numbers of uninsured residents.  Both 
budgets also recognize that there are strategic reasons why Connecticut’s restrictive spending cap 
should be exceeded, including to allow Connecticut to claim additional federal revenues. 
 
On the revenue side, the Finance Committee’s revenue plan – which places primary emphasis on 
increasing taxes on residents with the highest incomes – helps to get Connecticut on a more stable 
 
1  This summary is based on Connecticut Voices’ historical analysis of state budget data, as well as on: Governor’s Budget: 
FY 2006-2007 Biennium (February 9, 2005); Governor’s Budget Summary: FY 2006-2007 Biennium (February 9, 2005); Office 
of Fiscal Analysis, Synopsis of the Governor’s 2005-2007 Biennium Budget (February 10, 2005); Office of Fiscal Analysis, 
Supplemental Analysis of the Governor’s 2005-2007 Biennial Budget (February 25, 2005); Office of Fiscal Analysis, FY 05-07 
General Fund and FY 05-FY 10 Transportation Fund Budget Projections (January 28, 2005); HB 6671, AAC the State Budget 
for the Biennium Ending June 30, 2007, and Making Appropriations Therefor, and the “Back of the Budget” sections 
for said bill; Office of Fiscal Analysis, Preliminary Fiscal Note for sHB 6671, An Act Concerning the State Budget for the Biennium 
Ending June 30, 2007 and Making Appropriations Therefor; Office of Fiscal Analysis, Preliminary Fiscal Note for sHB 6672, An 
Act Making Deficiency Appropriations for the Fiscal Year Ending June 30, 2005; Office of Fiscal Analysis, Items for the April 21, 
2005 Meeting. 
2   Very special thanks to Doug Hall, PhD, CT Voices’ Associate Director of Research, and Katie McKeon, CT Voices’ 
Solnit Fellow, who updated CT Voices’ state budget spreadsheets. 
3  For a summary of proposed changes in funding for municipalities, see www.ccm-ct.org.  For a very useful side-by-side 
comparison of specific budget changes in key human service agencies, see table prepared by Maggie Adair at the CT 
Association of Non-Profits, available at: http://www.ctnonprofits.org/Content/Legislature/FlexibleContent/FY06-
07_Budget_Approps_and_Govs_Budget_04-21-05_02.pdf. 
4  D. Heffley, “My Big Fat State Government,” The Connecticut Economy (Fall 2002), pp. 4-5. 
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fiscal footing than does the Governor’s proposal to rely primarily on one-time revenues and sin 
taxes.  Moreover, notwithstanding the revenue increases in both proposed budgets, net tax increases since the 
state budget deficits began in FY 02 would remain less than the net tax reductions enacted in the late 
1990s when Connecticut cut its tax base by more than $2 billion.   
 
 
II. 10 Key Points about the Governor’s and the 

Appropriations/Finance Committees’ Proposed Budgets 
 
 

 
#1: The Appropriations Committee’s proposed budget for FY 06 is just 1.6% 

greater than the Governor’s proposed budget for FY 06  
($248.9 million more in a more than $15 billion budget). 

 
 
The following table shows the difference between the Governor’s proposed FY 06 budget and the 
Appropriations Committee’s FY 06 budget.  It assumes, as OFA does, that FY 05 surplus funds 
should be counted in the year in which they are to be expended (FY 06 or FY 07), rather than in the 
year they are appropriated (FY 05).5  This increases both FY 06 proposed budgets above what the 
Governor and Committee reported. 
 

Comparison of Governor’s and Appropriations Committee’s Proposed Net FY 06 Budget 
(in millions) 6 

 Governor’s Proposed 
Budget 

Appropriations 
Committee 
(SHB 6671)  

Difference 
(Appropriations 
Committee-Governors) 

General Fund $14,363.2 $14,603.5 $240.3 (1.7% more)
Transportation Fund $979.8 $988.8 $9.0 (1% more)
All Other Funds 169.9 170.0 $0.1 (<$1% more)
Grand Total 15,512.8 $15,761.7 $248.9 (1.6% more)
Sources: Connecticut General Assembly, Office of Fiscal Analysis, Supplemental Analysis of the Governor’s 2005-2007 Biennial 
Budget (February 25, 2005);  
 

 
5  The Governor projected a lower (3.9%) growth rate than did OFA for the total and General Fund budgets when her 
budget was compared to estimated FY 05 expenditures.  However, her projection included a proposed increase in the 
FY 05 budget of about $364 million: $78.1 million for deficiencies, but also $137.7 million for pre-funding FY 06 and 
FY 07 Economic Recovery Notes, $79.1 million in appropriations for expenses in the upcoming biennium, $57.1 million 
in carry-forward funds (in lieu of lapsing), and a $12.2 million surplus adjustment.  This resulted in estimated FY 05 
General Fund spending of $13,595.5 million and estimated all-funds spending of $14,691.2 million. 
6  This table is based on OFA’s analysis of both budgets.  OFA counts the use of FY 05 surplus in the year in which 
these funds will be expended (FY 06 or FY 07) rather than the year in which the funds are appropriated (FY 05) as the 
Governor and Appropriations Committee budgets do.  As a result, OFA states that the Governor’s FY 06 General Fund 
budget is $238.9 million more than she reports ($14.124.3 million) and the Transportation budget $3.6 million more than 
she reports ($976.2 million).  OFA reports that the Appropriations Committee’s General Fund budget is $228.0 million 
more, and the Transportation budget $2.6 million more than the Committee reports, for the same reason. 
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#2: The rates of growth in the Governor’s and the Appropriations Committee’s 
budgets exceed the very slow budget growth in the recession years.  The 

Appropriations Committee’s budget grows at a slightly faster rate than the 
Governor’s budget. 

 
 
The following table compares growth in the proposed FY 06 budgets to estimated FY 05 spending.   
Compared to FY 05 the Governor’s proposed FY 06 budget would increase spending by $1.1 
billion, or 7.6%.  By comparison, the Appropriations Committee’s proposed FY 06 budget would 
increase spending by $1.35 billion, or 9.4%, which is 1.8 percentage points more.   Real (inflation-
adjusted) growth would be less than this for both budgets. 
 

Comparison of Growth in Governor’s and Appropriations Committee’s  
Proposed Net FY 06 Budgets Compared to FY 05 Spending (in millions) 7 

 Estimated FY 05 
Spending8 

Governor’s 
Proposed 

FY 06 
Budget 

% 
Growth 
(FY 06 

compared 
to FY 05) 

Appropriations 
Committee 

Proposed FY 
06 Budget 

% 
Growth 
(FY 06 

compared 
to FY 05) 

General Fund $13,312.3 $14,363.2 7.9% $14,603.5 9.7%
Transportation Fund $932.7 $979.8 5.0% $988.8 6.0%
All Other Funds $166.4 169.9 2.1% 170.0 2.2%
Grand Total $14,411.4 15,512.8 7.6% $15,761.7 9.4%
Sources: Connecticut General Assembly, Office of Fiscal Analysis, Supplemental Analysis of the Governor’s 2005-2007 Biennial 
Budget (February 25, 2005); Preliminary Fiscal Note for sHB 6671, AAC the State Budget for the Biennium Ending June 30, 2007 
and Making Appropriations Therefor. 
 
Two other comparisons are important: 
 
• FY 06 to FY 07 growth.  OFA projects that growth from FY 06 to FY 07 would be much less than 

growth from FY 05 to FY 06 -- about 2.6% for the Governor’s Budget and 3.4% for the 
Appropriations Committee’s Budget. Real (inflation-adjusted) growth would be less. 

 
• Biennial budget growth: FY 05 to FY 07. The Governor’s proposed FY 07 budget is 10.5% greater 

than FY 05 estimated spending.  By comparison, the Appropriations Committee’s proposed FY 
07 budget is 13.1% greater than estimated spending in FY 05.  Real (inflation-adjusted) growth 
would be less. 

 
By comparison, the revised FY 05 budget was 3.22% greater than estimated expenditures in FY 04 
(based on OFA adjustments for all appropriated funds, including the additional FY 04 appropriation 

 
7  This table also is based on OFA’s analysis of both budgets.  OFA counts the use of FY 05 surplus in the year in which 
these funds are anticipated to be expended (FY 06 or FY 07) rather than the year in which the funds are appropriated 
(FY 05) as the Governor and the Appropriations Committee did in their budgets.  As a result, OFA states that the 
Governor’s FY 06 General Fund budget is $238.9 million more than she reports ($14.124.3 million), the Transportation 
budget $3.6 million more than she reports ($976.2 million), and the total budget for all appropriated funds therefore 
$242.5 million more than she reports.  OFA reports that the Appropriations Committee’s General Fund budget is $228.0 
million more, and the Transportation budget $2.6 million more than the Committee reports, for the same reason. 
8  Includes current proposed deficiency appropriation. 
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of $234.9 million).  Moreover, growth over the previous three years averaged slightly more than 2% 
annually.9  Moreover, adjusted for inflation, growth in Connecticut’s General Budget expenditures since 
FY 01 has averaged less than 1%.  From FY 00 to FY 01 inflation-adjusted growth was just 0.8%; 
from FY 01 to FY 02, 1.4%; from FY 02 to FY 03, 0%; from FY 03 to FY 04, – 0.5% (i.e., less than 
inflation); and from FY 04 to the current FY 05 budget, 0.8%.10   Over this same time period, 
Connecticut’s total population increased by 2.9%, and the number of students in its public schools 
by 4.2%. 
 
 

 
#3. Both the Governor’s and the Appropriations Committee’s FY 06 budgets 

would exceed the state spending cap.  
 

 
 
OFA states that the Governor’s proposed FY 06 budget would be $198.7 million over the state 
spending cap and $63.6 million under the cap in FY 07.  However, the Governor recommended that 
$244 million in expenditures that result from the imposition of a provider tax on nursing homes be 
excluded, one time, from capped budget expenditures in FY 06 to enable Connecticut to claim 
enhanced federal reimbursements through Medicaid.  The $244 million in Medicaid expenditures 
would be treated as “uncapped” expenditures assuming the requisite Governor’s declaration and 
approval by the House and Senate by a three-fifths vote of the House and Senate.  If this 
expenditure is excluded from the cap, OFA reports that the Governor’s FY 06 budget would be 
$45.3 million under the cap in FY 06 and $63.3 million under the cap in FY 07. 
 
By comparison, the Appropriations Committee budget assumes that the $244 million appropriation to 
implement the nursing home provider tax program is a “non-capped” expenditure in FY 06.  Its 
budget is $190.7 million over the spending cap in FY 06 and $246.9 million over the cap in FY 07. 
 
Both budgets reveal some of the problems in Connecticut’s spending cap as it is currently 
defined.  When enacted in the early 1990s, the intent of the state spending cap was to limit growth 
in state spending to growth in the state economy.  However, Connecticut’s statutory spending cap 
limits budget growth to the greater of the inflation rate in the last 12 months (which has remained 
relatively low) or the average growth in personal income in the last five years (using a measure of 
personal income that excludes all capital gains income which tends to be relatively high in a state of 
Connecticut’s wealth).  As a result, allowable growth in the state budget consistently lags growth in 
the economy and personal income in Connecticut.11  In addition, each year’s cap is based on the 
state’s actual spending in the prior year rather than the level of spending that was allowed under the 
cap.   
 

 
9  Connecticut Health Foundation, Connecticut’s Spending Cap (February 2005), available at: 
http://www.cthealth.org/matriarch/documents/spending_cap.pdf. 
10  Office of Fiscal Analysis, Connecticut State Budget: 2003-2005 Revisions, p. 47.  OFA defines General Budget 
expenditures to include all expenditures of the General Fund, other appropriated funds, debt service, bond retirement 
funds and education activities and makes adjustments to assure comparability across budget years due to structural 
changes in the budgets in those years.  The term includes spending from prior years’ appropriations carried forward into 
a subsequent fiscal year as well as expenditures from surplus.  It’s figures for FY 04 and FY 065 contain estimates of 
expenditures from surplus appropriations and other carry-forward appropriations. 
11  Connecticut is one of only two states with a spending cap that uses a 5-year average of income growth; all others are 
shorter (typically a one to three year average).  Connecticut Health Foundation, Connecticut’s Spending Cap (February 2005). 
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The combined effect of these two aspects of the current cap is that there is a constant pressure to 
ratchet down public investment.  When times are lean, revenues are inadequate to maintain current 
levels of public investment without significant tax increases, so spending is cut and the budget base 
reduced.  This is what has occurred in the past three years.12  Nominal spending increased an average 
of 2% per year, well below average and well below the amount that the cap would have allowed, 
lowering the budget base in FY 05.  The following chart illustrates how quickly growth in 
Connecticut’s inflation-adjusted per capita state spending declined, beginning in FY 02: 
 

Average Annual % Change in CT's Inflation-Adjusted Spending 
Per Person: FY 01-FY 04
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When the economy recovers and revenues again begin to grow, the rate of allowable spending 
growth under our spending cap continues to decline because of the five-year averaging of personal 
income (especially since revenues from capital gains are excluded from the cap’s definition of personal 
income).  When this growth rate is then applied to a smaller budget base, it results in a decline in 
allowable spending growth even when the economy is growing.  
 
For example, although Connecticut’s revenues now are steadily increasing and exceeding projections 
as the economy improves, the allowable rate of growth in state spending in a single year is steadily 
declining: from 5.27% in FY 04 to 4.46% in FY 05, 4.06% in FY 06, 3.54% in FY 07 and 2.96% in FY 
08.13  As a result, the amount the state budget may grow in a year is also declining – from $552.1 
million from FY 04 to FY 05, to just $371.1 million from FY 07 to FY 08.   
 
That is, even when we have revenues to restore spending that was cut when Connecticut was 
addressing budget deficits and to return to normal service levels and address pressing state needs, 
the time lag built into the cap and the reduction in the budget base resulting from prior years’ cuts 
restricts our capacity to do so.   Indeed, as illustrated in the chart below,14 growth allowed by 

 
12  In the recent lean years, spending has been under the state spending cap: $78.2 million under the cap in FY 02, $333.0 
million under the cap in FY 03, and $122.9 million under the cap in FY 04. Connecticut Health Foundation, Connecticut’s 
Spending Cap (February 2005). 
13  Connecticut Health Foundation, Connecticut’s Spending Cap (February 2005). 
14  Connecticut Health Foundation, Connecticut’s Spending Cap (February 2005). 
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Connecticut’s spending cap in the next three years is below projected economic growth, although 
the intent of the cap was to tie spending growth to state economic growth. 
 

Growth Allowed by CT's Spending Cap Is Below Projected Economic Growth
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The Governor chooses to exceed the spending cap to allow Connecticut to claim additional federal 
Medicaid reimbursements through a nursing home provider tax.  This would allow the state to 
increase rates for non-profit providers after years of relatively flat, or declining, funding.  The 
Appropriations Committee concurs with this decision and identifies other pressing needs that also 
merit exceeding our rigid cap, such as restoring health care coverage to low-income parents and 
adults that was cut when the state was in deficit and increasing aid to municipalities to reduce the 
upward pressure on the property tax. 
 
Both budgets reflect new understanding, after more than fourteen years’ experience with the 
spending cap, that the statutory definition of the cap – adopted before the constitutional cap was 
approved by the public – has important problems and has led to some unintended consequences, 
including: a) limiting Connecticut’s capacity to claim all the federal funds to which it is entitled; b) 
increasing state indebtedness – and therefore the proportion of all state spending being paid in debt 
service (from 5.4% in FY 1990 to 12% ($1.3 billion) in FY 2005) - because putting an expense on 
the state "credit card” avoids the spending cap; c) increased use of tax expenditures (e.g., preferential 
tax credits, exemptions, exclusions and deductions) to help fund economic development efforts, 
reducing budget transparency and accountability; and d) reducing the level of public investment that 
is necessary to maintain Connecticut’s economic competitiveness and high quality of life below what 
the state can afford. 
 
The fact that both the Governor’s and the Appropriations Committee’s FY 06 budgets would 
exceed the state spending cap is not unique in the cap’s fourteen year history.   Since its passage in 
1991, the spending cap has been exceeded four times – in every year from FY 98 to FY 2001 – years 
in which Connecticut had a budget surplus.  As shown in the table below, in three of these four 
years some of the surplus was transferred to the Budget Reserve (Rainy Day) fund and in two of the 
four years some of the surplus was used to reduce state debt.  Remaining surplus each year was 
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appropriated and spent: $249 million in FY 98, $591 million in FY 99, $462 million in FY 00, and 
$292 million in FY 01.  Over these four years, $1.594 billion of the $2.014 billion in total surplus was 
spent for various programs and services (many of which were one-time expenditures), while $227.1 
million was transferred to the Budget Reserve Fund and $192.5 million was used to reduce state 
debt: 
 

Surplus Spending over the Spending Cap (in millions) 
Year Gross Surplus Used to Reduce 

State Debt 
Transferred to 

Budget Reserve 
Fund 

Net Surplus 
Spending Over 

the Cap 
1998 $562.2 $151.2 $161.7 $249
1999 $663.0 $41.3 $30.5 $591
2000 $496.8 $0 $34.9 $462
2001 $292.0 $0 $0 $292
Total $2,014.0 $192.5 $227.1 $1,594.4
Source: Connecticut Health Foundation (April 25, 2005) 

 
 

 
#4: Despite both budgets’ proposed restoration of funding for a variety of 

services that were cut in the deficit years, the budgets of many state agencies 
would remain less than actual spending in FY 02 (not even adjusting for inflation). 

We’re still trying to catch up from the deficit years. 
 

 
 
The following table indicates some of the agency budgets for which the Governor’s and the 
Appropriations Committee’s proposed FY 06 appropriations would be less than the amount spent in FY 
02.   
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Agency 
(General Fund Budget) 

FY 02 
(Actual 

Spending) 
[$M] 

FY 05 
(Est. 

Spending) 
[$M] 

FY 06 
Current 
Services 

[$M] 

Gov’s 
Proposed 
Gross FY 

06 
[$M] 

Approps 
Proposed 
Gross FY 

06 
[$M] 

Department. of Higher Education $62.696 $44.005 $52.281 $45.393 $49.443
 Department of Public Health $77.752 $71.159 $73.562 $69.839 $72.571
Office of Policy & Management $226.079 $140.449 $146.319 $123.780 $128.751
Department of Labor $59.421 $48.343 $49.414 $50.878 $55.338 15

Office of Workforce 
Competitiveness $6.772 $3.479 $3.607 $5.605 $0.000 16

Department of Economic & 
Community Development $23.631 $22.130 $23.234 $17.191 $16.991

Department of Environmental 
Protection $42.585 $34.872 $36.513 $34.720 $34.720

 State Library $17.439 $9.985 $11.464 $10.767 $10.967
 
The following table shows the percentage decline in agency budget funding between FY 02 actual 
spending and the Governor’s proposed FY 06 budget (not adjusted for inflation). Note that simply to 
keep pace with inflation, the FY 06 budget would need to be 9% greater than the FY 02 budget. 
 

Decline in Appropriations from FY 02 (actual) to Governor’s Proposed FY 06 
Selected State Agencies Ranked by Percentage Reduction 

 
State Agency 

FY 02  
(Actual) 

[$M] 

Gov’s 
Proposed 

FY 06  
[$M] 

Decline 
[$M] 

Decline 
[%] 

Office of Policy & Management $226.08 $123.78 -$102.30 -45.2%
 State Library $17.44 $10.77 -$6.67 -38.3%
 Department of Higher Education $62.70 $45.39 -$17.30 -27.6%
Department of Economic & Community 
Development $23.63 $17.19 -$6.44 -27.3%

Department of Environmental 
Protection $42.59 $34.72 -$7.87 -18.5%

Office of Workforce Competitiveness $6.77 $5.61 -$1.17 -17.2%
Department of Labor $59.42 $50.88 -$8.54 -14.4%
Department of Public Health $77.75 $69.84 -$7.91 -10.2%

 

 
15  The Appropriations Committee would transfer all functions of OWC to the CT Department of Labor.  Total funding 
for the Department of Labor and OWC in FY 06 ($56.483M, under the Governor’s proposed budget) or for the 
Department of Labor only ($55.338M under the Appropriations Committee’s budget) is less than FY 02 actual spending 
for these two agencies ($66.193M).  
16  The Appropriations Committee would transfer all functions of OWC to the CT Department of Labor. 
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Within each of these agency budgets, proposed FY 06 funding for multiple programs and services is 
less than actual FY 02 spending in both the Governor’s and the Appropriations Committee’s General 
Fund budgets (not even adjusting for inflation), including (but not limited to): 
 
• Department of Higher Education: Connecticut Independent College Student Grant program (17%, 

or $3.24 million, less than FY 02), Connecticut Aid for Public College Students program (16%, 
or $3.24 million less than FY 02), Minority Enhancement program (30%, or $0.97 million less 
than FY 02). 

 
• Department of Public Health: Community Health Services (Governor: 27%, or $1.87 million, less 

than FY 02; Appropriations Committee: 13%, or $0.9 million, less than FY 02); Children’s 
Health Initiative (Governor: 43%, or $0.75 million, less than FY 02; Appropriations Committee: 
40%, or $0.71 million less than FY 02); Immunization Services (5%, or $0.35 million less than 
FY 02).  

 
• Office of Policy and Management: Property Tax Relief for Veterans (65%, or $5.42 million, less than 

FY 02); Property Tax Relief for Elderly (55%, or $1.72 million, less than FY 02).  In addition, 
since FY 02 all General Fund support for Drug Enforcement programs ($14.9 million in FY 02), 
Arts Grants ($8.4 million in FY 02); Boys and Girls Clubs ($0.3 million in FY 02); 
Neighborhood Youth Centers ($1.333 million in FY 02); Children and Youth Development 
programs ($0.64 million) and the Leadership, Education, Athletics in Partnership program ($2.1 
million in FY 02) has been eliminated.17   

 
• Department of Labor: Workforce Investment Act (8%, or $2.2 million, less than FY 02). In 

addition, both FY 06 budgets would fail to restore funding for a number of programs for which 
all funding has been eliminated since FY 02 including: Project SOAR ($0.8 million cut), Welfare 
to Work programs ($2.05 million cut), Vocational and Manpower Training ($1.7 million cut), 
Community Employment Incentives ($1.04 million cut), Summer Youth Employment ($0.7 
million cut),18 and Opportunity Industrial Centers ($0.6 million cut);  

 
• Department of Economic and Community Development:  Tax Abatement Grant program (which 

provides reimbursement to 14 municipalities for tax abatements the towns provide for privately-
owned, non-profit, low and moderate rental housing projects)(100% reduction, or $2.243 
million, less than FY 02); Payment in Lieu of Taxes grant program (which similarly reimburses 
22 towns for tax abatements provided to low and moderate income rental housing projects 
operated by housing authorities)(100% reduction, or $2.9 million, less than FY 02); 

 
• Department of Environmental Protection: Mosquito Control (70%, or $0.83 million, less than FY 02); 

DEP staff (20% reduction in positions [from 462 in FY 02 to proposed 367 in FY 06] and 10%, 
or $3.3 million, less for personnel than FY 02) 

 

 
17  The Appropriations Committee’s budget would direct that $0.85 million of funds from the Technical Services 
Revolving Fund at DoIT be used at OPM to fund LEAP in FY 06 (section 52). 
18 The Appropriations Committee’s budget would direct that $1 million of funds from the Technical Services Revolving 
Fund at DoIT be used at the Department of Labor to fund Summer Youth programs (section 52).  In addition, it would 
authorize the carry-forward of unexpended Workforce Investment Act funds for use in FY 06 ($5.3 million). 
 



 11

• State Library: Statewide Digital Library (21%, or $0.51 million, less than FY 02); Basic Cultural 
Resources Grant program (all of $2.563 million FY 02 funding eliminated); Connecticut 
Educational Telecommunications Corporation (all of $0.753 million FY 02 funding eliminated). 

 
In addition, even within the agency budgets in which there is proposed budget growth between FY 
02 and FY 06, there still are some budget accounts that would remain less than FY 02 actual spending.   
 
For example, the Department of Social Services FY 06 budget would be 16.9% ($606.6 million) 
more than FY 02 actual spending under the Governor’s proposed FY 06 budget, and 21.8% ($781.8 
million) more under the Appropriations Committee’s proposed FY 06 budget.  While there are 
significant increases in certain DSS budget accounts (such as Medicaid), others are cut.  For 
example: 
 
• Care4Kids. Despite a proposed $12.2 million increase in the Governor’s FY 06 budget and a 

$16.2 million increase in the Appropriations Committee’s FY 06 budget (adopting the 
Governor’s increase, but adding $4 million from the TANF high performance bonus), the 
Care4Kids child care subsidy program would be 42% ($51 million) less than FY 02 actual 
spending under the Governor’s FY 06 budget and 39% ($47 million) less than FY 02 actual 
spending under the Appropriations Committee’s budget.   

 
• Energy Assistance. Neither budget would restore the $1.74 million in funds for Energy Assistance 

that were in the FY 02 budget 
 
• Safety Net Services.  These supportive services for families transitioning off TANF cash assistance 

would be 60% ($2.27 million) less than in FY 02 under the Governor’s FY 06 budget and 59% 
($2.21 million) less than FY 02 under the Appropriations Committee’s FY 06 budget. 

 
 

 
#5. Under both the Governor’s and Appropriations Committee’s budgets, 

funding for many state agencies would remain at levels  
less than is necessary to maintain current services.   

For both proposed budgets, the total FY 06 General Fund budget would be less 
than its Current Services budget. 

 
 
 
The following table indicates some of the agency budgets for which the Governor’s and/or the 
Appropriations Committee’s proposed FY 06 budget would be less than necessary to maintain current 
services in FY 06.  Note that the Governor’s proposed FY 06 DCF budget would exceed FY 06 
Current Services, but the Appropriation’s Committee’s budget would not: 
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Agency 
(General Fund Budget) 

FY 02 
(Actual 

Spending) 
[$M] 

FY 05 
(Est. 
Spending) 
[$M] 

FY 06 
Current 
Services 

[$M] 

Gov’s 
Proposed 
Gross FY 
06  

[$M] 

Approps 
Proposed 
Gross FY 

06 
[$M] 

Permanent Commission on the 
Status of Women $0.549 $0.544 $0.700 $0.700 $0.691

Latino & Puerto Rican Affairs 
Commission $0.366 $0.443 $0.527 $0.467 $0.460

African-American Affairs 
Commission $0.279 $0.308 $0.359 $0.354 $0.354

DCF $539.882 $671.010 $727.035 $729.410 $720.313
 State Department of Education $1,995.545 $2,102.153 $2,305.990 $2,200.056 $2,243.982
 CT State University $139.276 $138.334 $144.389 $141.300 $143.980
 Teachers’ Retirement Board $217.762 $201.319 $419.478 $284.158 $284.328
UConn Health Center $74.293 $73.211 $76.365 $74.780 $76.348
Office of Protection & Advocacy $2.579 $2.593 $2.706 $2.618 $2.618
Department of Public Safety $129.566 $137.729 $142.534 $137.721 $138.699
Judicial Department $343.767 $376.207 $402.110 $393.519 $388.780
Department of Correction $513.374 $574.341 $593.136 $583.460 $578.031
Debt Service –State Treasurer $992.071 $1,311.154 $1,350.812 $1,281.712 $1,273.379
TOTAL GENERAL FUND (if 
all agencies are included) $11,662.3 $13,312.319 $14,688.0 $14,363.220 $14,603.521

 
Although, for most of the agencies listed above, the FY 06 budget proposed by the Governor 
and/or the Appropriations Committee is relatively close to the FY 06 current services budget, this is 
not the case for the Teachers’ Retirement Board where both the Governor and the Appropriations 
Committee propose to pay only 65.9% of the actuarial requirement in FY 06, and for the Judicial 
Department where a transfer of funding for certain court-appointed counsel to the Public Defenders 
Commission in the Appropriations Committee budget reduces proposed FY 06 funding.  
 
Some of these reductions also can be attributed to the decision, in both budgets, to reduce certain FY 
06 expenses by carrying forward FY 05 lapses (e.g., for Personal Services and Other Expenses) 
and/or using FY 05 anticipated surplus to fund accumulated vacation and sick leave payments in FY 
06 (thereby reducing the amount that needs to be budgeted in FY 06 for Personal Services).  For 
 
19  While the Governor estimated FY 05 General Fund expenditures at $13,360.611 million (after lapses and other 
personal service and other expense reductions of more than $100 million), OFA now estimates FY 05 spending at 
$13,312.3 million (taking into account deficiency appropriations, but counting the use of FY 05 surplus in the year in 
which funds are to be expended, i.e., FY 06 or FY 07, rather than in the year in which the funds were appropriated, i.e., 
FY 05). 
20  This is OFA’s calculation of the Governor’s proposed FY 06 budget, counting FY 05 surplus funds in the year in 
which they are to be spent rather than in the year appropriated (FY 05).  
21  This is OFA’s calculation of the Appropriation Committee’s proposed FY 06 budget, counting FY 05 surplus funds 
in the year in which they are to be spent rather than in the year appropriated (FY 05).  
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example, $13.7 million of the Judicial Department’s FY 06 Personal Services and Other Expenses 
budget accounts is cut because FY 05 carry-forward and FY 05 surplus funds are to be used for 
these purposes. 
 
Importantly, the gap between the growth in spending allowed by the state spending cap (as currently 
defined) and the growth that will be necessary in Connecticut’s state budget to maintain current 
services is projected to widen over the next three years, as illustrated in the table below: 
 

The Gap Between the Cost of Maintaining Current State Services and Allowed Spending 
Under the State Spending Cap Will Widen In the Next 3 Years (in millions) 

 FY 06 FY 07 FY 08 
Allowed Budget Under Spending Cap $15,071 $15,719 $16,321
Current Services Budget $15,894 $16,669 $17,419
Gap Between the Current Services Budget and 
Spending Allowed by the Cap 

$823 $949 $1,098

Source: Connecticut Health Foundation, Connecticut’s Spending Cap (February 2005), available at: 
http://www.cthealth.org/matriarch/documents/spending_cap.pdf. 
 
 

 
#6. The Governor and the Appropriations Committee propose to fund some 

agency budgets at levels just equal to FY 06 Current Services funding.  
 

 
 
The following agencies would have FY 06 funding that is precisely equal to their current services 
budgets for FY 06 under both the Governor’s and the Appropriations Committee’s budgets: 
 

Agency 
(General Fund Budget) 

FY 02 
(Actual 

Spending) 
[$M] 

FY 05 
(Est. 
Spending) 
[$M] 

FY 06 
Current 
Services 

[$M] 

Gov’s 
Proposed 
Gross FY 
06  

[$M] 

Approps 
Proposed 
Gross FY 

06 
[$M] 

Commission on Children $0.572 $0.596 $0.772 $0.772 $0.772
Elections Enforcement Comm’n $0.789 $0.943 $1.100 $1.100 $1.100

Freedom of Information Comm’n $1.262 $1.446 $1.647 $1.647 $1.647
 
Of note is that the budgets of these three agencies have increased significantly since FY 02, despite 
deficit reduction.  The Commission on Children’s budget would increase by 35% ($0.2 million) 
under either proposed FY 06 budget, as compared to FY 02 actual spending.  The Elections 
Enforcement Commission budget would increase by 39% ($0.31 million) under either proposed 
budget as compared to FY 02 actual spending.  The Freedom of Information Commission’s budget 
would increase by 31% ($0.385 million) under either proposed FY 06 budget, as compared to actual 
FY 02 spending. 
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#7. In those agency budgets in which the Appropriations Committee and/or the 
Governor propose growth in FY 06 that exceeds FY 06 current services funding, 

the budget additions represent important public investments.  
 

 
The following table highlights the state agency budgets in which FY 06 funding would exceed current 
services funding under the Governor’s and/or the Appropriations Committee’s proposed FY 06 
budgets.  While the increase in the Public Defenders Services budget shown for the Appropriations 
Committee primarily reflects a transfer of funds from the Judicial Department for court-appointed 
counsel,22 many other increases reflect significant restorations of funding that was cut in the deficit 
years or new strategic public investments. 
 

Agency 
(General Fund Budget) 

FY 02 
(Actual 

Spending) 
[$M] 

FY 05 
(Est. 

Spending) 
[$M] 

FY 06 
Current 
Services 

[$M] 

Gov’s 
Proposed 
Gross FY 

06 
[$M] 

Approps 
Proposed 
Gross FY 

06 
[$M] 

Legislative Management $48.621 $53.878 $56.857 $56.857 $57.340
 Children’s Trust Fund $5.318 $6.204 $8.644 $8.568 $11.282
 Office of the Child Advocate $0.548 $0.703 $0.754 $0.824 $0.961
 University of Connecticut $190.560 $197.026 $205.525 $201.244 $206.544
 Regional Community-Technical 
Colleges $129.262 $126.713 $134.045 $130.365 $134.795

 Department of Social Services $3,589.653 $3,926.334 $4,204.440 $4,196.244 $4,351.435
 Department of Mental 
Retardation $701.326 $754.503 $814.813 $823.024 $821.264

 Department of Mental Health & 
Addiction Services $411.486 $458.785 $482.887 $477.739 $484.079

Public Defenders Services $32.838 $35.547 $37.508 $36.132 $41.756

Ethics Commission23 $0.995 $0.907 $1.085 $1.431 $1.356
 
Although there is some significant overlap between the Governor’s proposed budget and the 
Appropriations Committee’s proposed budget in the programs and services that would receive 
increased public investment (e.g., early care and education, mental health), the Appropriations 
Committee budget provides greater public investment than does the Governor’s budget in a number 
of areas, particularly in health, aid to cities and towns, and prevention and early intervention.  
 
Included among the increases in these budgets are the following: 
 

 
22  Of this increase, $4.79 million represents the proposed transfer of funding for child protection and family matters 
legal representation for indigent persons from the Judicial Department to the Public Defenders Services. 
23   The Governor’s proposed budget for FY 06 proposes renaming this agency the Citizens’ Ethics and Government 
Integrity Commission. 
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• Increased funding for essential health services of all kinds.  The Appropriations Committee’s proposed 
FY 06 budget, to a greater extent than the Governor’s proposed budget, would restore and expand 
health care coverage for Connecticut residents. Importantly, all Medicaid expansions would be 
reimbursed 50% by the federal government.  Among the health care restorations and expansions 
that only the Appropriations Committee’s budget proposes are:24 

 
• Restoring HUSKY coverage for parents of HUSKY-covered children with family 

incomes between 100% and 150% of the federal poverty level.  While OFA estimates 
that this restoration of coverage (eliminated in the deficit years) would cost $49.7 million 
in FY 06, half of this sum would be reimbursed by the federal government. 

• Creating a Medicare Part D benefit wrap-around for Medicaid and ConnPACE clients so 
clients will receive the same drug benefit as is currently available. 

• Hiring additional DSS eligibility staff to expedite the Medicaid eligibility process and 
restore presumptive eligibility (which was eliminated in the deficit years). 

• Providing a one-time 4% Cost of Living Increase (COLA) for certain Medicaid providers 
who have not had consistent rate increases for the past several years. 

• Maintaining state-funded medical assistance for legal immigrants. 
• Reinstating “Other Practitioners” services as a covered benefit in Medicaid (i.e., cover 

the services of physical therapists, chiropractors, and podiatrists). 
• Rejecting the Governor’s proposal to repeal self-declaration provisions in HUSKY A. 
• Rejecting the Governor’s proposal to impose a $3 co-payment for physician and out-

patient visits under the Medicaid fee-for-service program and a $3 co-payment for each 
prescription. 

• Restoring funding for school-based health centers by 5% (which was the percentage cut 
in FY 03 for deficit-mitigation). 

• Maintaining funding for federally-qualified health centers (rather than cutting it as the 
Governor proposes) and providing additional funding for a new center serving 
Torrington.   

 
• Increased funding for education, and particularly for education that will address Connecticut’s achievement gap. 

Both the Governor and the Appropriations Committee propose about $11 million in new 
General Fund spending in FY 06 on a variety of programs and services that would expand 
access to high-quality early care and education programs, although the two budgets differ 
somewhat in how these funds are to be used (by SDE, DSS, the Children’s Trust Fund and 
CHEFA).  The Appropriations Committee also proposes a $19.9 million increase for magnet 
schools, which is $2 million more than the increase proposed by the Governor and is $4.2 

 
24  The Appropriations Committee’s budget, however, also concurs with various of the Governor’s proposed cost-cutting 
measures, such as restricting rate adjustments for managed care organizations (save $6.4 million in FY 06), eliminating 
the optional second twelve months of transitional HUSKY benefits (save $13.4 million in FY 07); expanding the number 
of generic drugs subject to the maximum allowable cost reimbursement schedule (save $1.9 million in FY 06), reducing 
reimbursement for certain drugs and supplies to the average wholesale price (save $1.7 million in FY 06); reducing 
Medicaid funding to reflect integration of Medicare Part D program with the Medicaid program (save $29.9 million in 
FY 06); phasing-out the discount card under ConnPACE (save $8.2 million in FY 06); and imposing new prior 
authorization requirements for skilled nursing visits and home health aide visits (save $1.3 million in FY 06).  The 
Committee also rejects some of the Governor’s proposed expansions, resulting in a savings in FY 06 compared to the 
Governor’s proposed budget, such as: expanding the Medicaid program to make employer-sponsored health insurance 
available to low-income workers (Appropriations Committee budget saves $3.6 million compared to Governor’s budget) 
and eliminating funding for the Administrative Services Organization that is essential to operation of the HUSKY 
behavioral health carve-out (Appropriations Committee budget “saves” $9.8 million compared to Governor’s budget). 
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million more than FY 06 current services.  The two budgets also concur in increasing funding for 
adult education (by $2.69 million in FY 06) and special education excess costs (by $25.5 million), 
though both increases are less than are necessary to maintain current services.  The 
Appropriations Committee proposes an $81.5 million increase in ECS grants, which is $50 
million more than the increase proposed by the Governor, but both increases are less than 
necessary to maintain current services.   

 
• Increased funding for prevention and early intervention services that can reduce longer-term costs.25  The 

Appropriations Committee’s FY 06 budget proposes more funding for Children’s Trust Fund 
prevention programs than does the Governor’s FY 06 budget.  The Appropriations Committee 
adds new funding for the Nurturing Families Network to reduce child abuse and neglect ($0.79 
million added for FY 06) and for respite care for relative guardians ($1 million for FY 06).  The 
Appropriations Committee also proposes to maintain funding for Children’s Trust Fund 
programs that the Governor’s budget proposed to cut, such as the kinship fund.  It concurs with 
the Governor’s proposal to establish a Great Beginnings Program to provide all new parents in 
Connecticut with regular, essential information during their child’s first four years of life ($0.2 
million in FY 06).  The Appropriations Committee also concurs with the Governor’s proposal to 
fund 11 early childhood consultants who will work with young children exhibiting disruptive 
behaviors in child care programs, helping to identify children at a young age who may have 
behavioral health needs and link them to care ($0.74 million in FY 06 in DCF’s budget).  Also, 
by not freezing state food stamp supplement benefits and intake and not eliminating state-funded 
cash assistance for legal immigrants – as the Governor proposed – the Appropriations 
Committee’s budget provides greater support to very low income families, and can help avert 
child neglect referrals to DCF.26 

 
• Increased funding to reduce reliance on more costly out-of-home and institutional placements.  The Governor’s 

proposed FY 06 budget, and to a greater extent the Appropriations Committee’s proposed FY 06 
budget, provides new state funding for a variety of initiatives that can reduce reliance on more 
costly out-of-home and institutional placements, saving Connecticut money longer-term.  Both 
budgets, for example, annualize DMHAS’ Community Mental Health Strategy Board’s “Second 
Initiatives” that can help keep adults and young adults with mental health problems in the 
community ($3.1 million in FY 06).  Both also provide additional funding in the DSS, DMHAS 
and DCF budgets for rental assistance and supportive housing to reduce homelessness among 
persons with behavioral health needs.27  Both budgets would enhance day program funding for 

 
25  Funding cuts are also proposed by both the Governor’s and the Appropriation Committee’s FY 06 budgets for a 
variety of prevention and early intervention programs, such as the elimination of funding for Truancy Services in the 
Judicial Department Court Support Services Division 
26  Of note in OFA’s analysis of the deficiency appropriation bill is the fact that combined year-end expenditures of 
$11.4 million are anticipated for DCF’s emergency needs account (funded at $0.95 million in FY 05) and the 
Individualized Family Supports account (funded at $4.6 million in FY 05).  A significant proportion of this funding, 
according to an analysis by the DCF Court Monitor’s office, is being used for families’ essential and poverty-related 
needs  --such as housing, heat, electricity, clothing, furniture, day care. 
27  SB 1056, AA Providing for Additional Units for the Supportive Housing Initiative and for Financing of the Initiative 
by the Connecticut Housing Finance Authority, was passed by consent by the Appropriations Committee and would 
expand the existing Supportive Housing Pilots Initiative to create 500 new units by the end of FY 07, and then another 
500 new units by the end of FY 10.  The initiative uses CHEFA’s bonding authority, community mental health services 
from DMHAS and DCF, and Rental Assistance Program (RAP) certificates from DSS.  To fund this initiative, the 
Appropriations Committee’s budget bill includes $0.75 million in new funds for DMHAS in FY 06 (and $1.56 million in 
FY 07), $0.14 million in new funds for DCF in FY 06 (and $0.175 million in FY 07), and $0.689 million in new funds for 
DSS in FY 06 (and $1.579 million in FY 07).  The estimated annual state cost for this initiative when fully implemented 
by 2010 is $24 million. 
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new high school grads who are DMR clients ($4.2 million in FY 06) and provide additional 
funding for day programs for youth aging out of DCF into DMR.  Both increase DCF funding 
to provide supports to families of children returning from residential care ($4.46 million in FY 
06) and to enhance community-based programs for juvenile justice youth. 

 
The Appropriations Committee’s budget goes further than the Governor’s budget in a number 
of respects, including (but not limited to): a) providing full funding for the 200 allowed Katie 
Beckett slots to avert placement of children with complex health needs in residential facilities ($2 
million more funding in FY 06 than the Governor provides); b) providing additional state 
funding for a variety of DSS-funded community services ($4.1 million more in FY 06); c) re-
establishing a flexible funding account at DCF (that previously had been funded through the 
Community Mental Health Strategy Board) that has proven successful at keeping children and 
youth with severe mental health problems with their families and out of DCF voluntary services 
($1 million more in FY 06 and $1.5 million in FY 07); and d) increasing the asset limit for state-
funded home care (to $28,530 for individuals and $38,040 for couples) to delay more costly 
nursing home placements ($0.9 million more in FY 06). 

 
FY 06 budget increases also are attributable, in part, to the necessary annualization of FY 05 deficiency 
appropriations.28 Multiple state agencies are running FY 05 deficiencies.  While sHB 6672, the 
deficiency appropriations bill, will address these shortfalls in the current fiscal year, it is necessary to 
annualize these costs in the FY 06 budget if services are to be maintained at current levels.  
 
 

 
#8. With the federal government cutting funding to the states,  

and also imposing unfunded or partially funded mandates on them,  
both the Governor’s and the Appropriations Committee’s proposed budgets  

include new state dollars to help make up the difference.  
 

 
The federal government’s budget has moved from significant budget surpluses to significant budget 
deficits in the past several years, due primarily to the large tax cuts adopted in 2001 and 2003 and 
increased spending on defense and homeland security. As the federal deficit grows, there is 
increasing pressure in Congress to reduce funding to the states and to provide inadequate funding to 
help states comply with new federal mandates.  In addition, tax cuts adopted by Congress since 2001 
have resulted in reductions in state tax revenues in many states (including Connecticut), most 
significantly through changes in the federal estate tax. 
 
While Connecticut can protect its revenue stream from federal tax changes simply by de-linking its 
tax code from the federal code, it will be more difficult for Connecticut to compensate for what will 
be increasingly steep cuts in federal funding support.  No matter what version of the federal Budget 
Resolution emerges from Conference Committee, deep cuts in federal funding for annually-
 
28  The deficiency bill (sHB 6672) would provide $87.4 million in funds to cover net deficiencies in a number of state 
agency budgets, including Department of Correction ($28.5 million); Department of Children and Families ($11.8 
million); Office of Policy and Management (energy contingency, $10 million); Department of Transportation ($8.8 
million); Department of Mental Retardation ($7.6 million); Department of Public Safety ($6.45 million); Department of 
Mental Health and Addiction Services ($5.775 million); Department of Public Works ($2.5 million); Department of 
Public Health ($1.75 million); Department of Veterans Affairs ($1.964 million); Department of Information Technology 
($1.187 million); Public Defender Services Commission ($1 million). Office of Fiscal Analysis, OFA Fiscal Note for sHB 
6672, An Act Making Deficiency Appropriations for the Fiscal Year Ending June 30, 2005. 



 18

appropriated programs are inevitable and deep cuts and even some structural changes in federal 
entitlement programs, such as Medicaid, Food Stamps, and Foster Care and Adoption Assistance, 
are quite possible. 
 
Already, some of the proposed increases in Connecticut’s FY 06 budget reflect this shifting of costs 
from the federal government to the states.  Within various agency budgets, state funds would be 
appropriated in FY 06 to “pick up” with state funds the costs of programs and services that were 
previously federally-funded and to pay for costs associated with partially-funded federal mandates. 
 
• Pickup with state dollars of funding for programs that had previously been funded with federal dollars. Both 

budgets include increases that represent the “pickup” of funding for programs that previously 
had been funded with federal funds that are being reduced or eliminated.  For example, the FY 
06 budget for the Judicial Department includes an increase of $0.52 million in FY 06 and $0.69 
million in FY 07 for alternative incarceration and juvenile alternative incarceration programs that 
had been supported with federal funds.  The Department of Public Health’s FY 06 budget 
includes $0.51 million in new state funds for medication treatment adherence for persons with 
HIV/AIDS because of reductions in federal Ryan White funding.  DCF’s budget includes $2.5 
million in new state funds in FY 06 and FY 07 to fund the ICAPs program and two Multi-
systemic Therapy programs that had relied on federal funding to provide intensive in-home and 
other community-based services to youth at risk of residential placements, or returning home 
from such placements.  It also includes $1.84 million in FY 06 and FY 07 to pick up with state 
funds salary support for 23 Enhanced Care Coordinators who help children with severe 
behavioral health needs get linked to services.  These Care Coordinators had been funded 
through the federal Community Mental Health Block grant.  

 
• State appropriations to address unfunded, or partially funded, federal mandates.  Connecticut’s proposed FY 

06 budget also includes new state funding to comply with various unfunded or, more commonly, 
partially funded federal mandates.  For example, both the Governor and Appropriations 
Committee proposed to increase FY 06 funding for the “Development of Mastery Exams” 
account in the SDE budget to comply with the additional testing requirements of the federal No 
Child Left Behind Act.  The Appropriation’s Committee would provide $3.8 million more for 
this purpose than will be spent in FY 05, and $3.4 million more than the Governor proposed. 
Indeed, the State Department of Education estimates that it will incur $41.6 million in 
uncompensated costs by FY 08 to comply with NCLB (and that local school districts will incur 
additional costs).29 

 
 

 
#9. After years of coping with state deficits, the Finance Committee’s Budget 
creates a more adequate long-term revenue stream than does the Governor’s 

proposed budget.  Both would keep Connecticut’s total state tax burden at overall 
levels less than 1995 

 
 
 

 
29  Connecticut Department of Education, Cost of Implementing the Federal No Child Left Behind Act in Connecticut: State Level 
Costs, Part 1 (March 2, 2005), available at: http://www.state.ct.us/sde/NCLB_Study_2_28_05.pdf. 
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The Governor’s FY 06 budget includes $582 million in net revenue increases.  Less than half the 
proposed new revenues (48%) result from permanent changes in taxes and fees that can be expected 
to generate revenues beyond this biennium, and 43% of these permanent revenues come from “sin” 
taxes that, while ongoing, do not grow with the economy.30  These proposed changes do not address 
the structural deficit in Connecticut’s budget, nor the increasingly outmoded nature of our revenue 
system. 
 
The Finance Committee budget includes many of the Governor’s temporary or one-time revenue 
increases (e.g., a delay in the increase in the singles exemption, a transfer to the General Fund of 
funds from the Banking and Insurance Funds, and securitizing unclaimed property).31  Importantly, 
though, the Finance Committee budget relies more heavily on on-going and progressive taxes than 
the Governor’s budget does, and also rejects the Governor’s proposal to increase sin taxes.   
 
The Finance Committee’s proposed graduated income tax change, adding four new brackets starting 
at $500,000 for married couples filing jointly, would bring in an estimated $462.5 million (18 months 
of collection) in FY 06 and $345 million in FY 07.  In addition, accelerating the elimination of the 
succession tax and tax on gifts under $1 million, in combination with enactment of a unified transfer 
tax on transfers of Connecticut taxable gifts and estates that exceed a combined lifetime total of $1 
million, will result in an estimated $3.5 million net General Fund loss in FY 06 and a net General 
Fund gain of $57.2 million in FY 07. 
 
Importantly, under both the Governor’s and the Finance Committee’s budgets, total net state taxes that 
will have been increased since deficits began in 2002 would remain less than the state taxes that were 
cut in the late 1990s.  Specifically, between 1995 and November 2001, tax cuts reduced 
Connecticut’s state tax base by $2.064 billion/year.  Since then, permanent changes to Connecticut’s 
tax code have resulted in $962 million in tax increases, and $242 million in tax cuts, or a net increase 
in Connecticut’s state tax base of $720 million in revenues annually.  This is less than half the $2 
billion that was cut over the late 1990s.   
 
In addition, notwithstanding Connecticut’s recent tax increases, since 1994 Connecticut’s state 
revenues have declined as a percentage of Gross State Product (GSP), a measure of the size of 
government on which economists routinely rely: 

 
30  S. Geballe, Summary of Governor’s Proposed FY 06 Revenue Changes (CT Voices for Children, February 11, 2005), available 
at www.ctkidslink.org. 
31 OFA/OLR Summaries of sSB 1321 and other Finance Committee bills considered for JF at the April 21, 2005 
Finance Committee meeting. 
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Connecticut State Revenues as Percentage of Gross State Product
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Who is paying state taxes, however, has changed over this period, with more of the 
responsibility being placed on Connecticut families and less on its corporations.32   
 
 

 
#10. The Finance Committee’s proposed FY 06 budget imposes more 

responsibility on Connecticut’s highest income taxpayers to help pay for 
essential public investments, while the Governor’s proposed budget would put 

more tax-paying burden on our middle and lower-income residents. 
 

 
 
Connecticut’s current state and local tax structure requires families with lower and middle incomes 
to pay a substantially higher percentage of their income in taxes than the wealthiest families.  
Specifically, Connecticut’s wealthiest taxpayers pay about 4.4% of their income in state and local 
taxes (after federal deductions), while middle and lower income taxpayers pay closer to 10% of their 
income in state and local taxes. 
 
The higher income tax rates to be imposed only on income over $500,000/year (for couples) that is 
included in the Finance Committee revenue bill, along with the long term impact of the new transfer 
tax (which reinstates our estate/gift tax), would reduce the regressive impact of the existing tax 
structure and make it fairer, while providing increased revenues to the state. 
 
By comparison, the Governor’s budget places greater tax-paying burden on our middle and lower-
income families by: 
 
32 See S. Geballe, Summary of Governor’s Proposed FY 06 Revenue Changes (February 11, 2005), available at: 
http://www.ctkidslink.org/publications/bud05revsummary02.pdf. 
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• Relying more heavily on sin taxes (which fall disproportionately on lower-income residents) 
• Providing less funding than the Appropriations Committee’s budget for municipalities,33 

putting upward pressure on the local property tax (which falls disproportionately on middle-
income families). 

• Keeping the maximum property tax credit against the personal income tax at its current level 
of $350 for the next two years (reducing a benefit to middle and lower-income taxpayers) 
rather than allowing it to increase back to the $500 credit, as the Finance Committee’s 
budget does.  

 
 
III. Conclusion 
 
Both the Appropriations/Finance Committee budget and the Governor’s budget propose to increase 
spending in FY 06 by more than $1 billion over FY 05 spending.  Both budgets acknowledge, by 
their priorities, that it is time to get Connecticut back on track in its public investment in health, 
education, transportation, and the other essentials to maintaining Connecticut’s competitiveness and 
high quality of life now that the economy is recovering.  Moreover, the FY 06 budget proposed by 
the Appropriations/Finance Committees is only 1.6% more than the Governor’s proposed budget, 
both would allow spending over the spending cap, and – despite increased spending -- both would 
keep spending for many state agencies below FY 02 actual spending.  
 
There are two basic differences between the two budgets.   
 
The first is how new revenues would be raised.  Both budgets include the Governor’s proposed 
nursing home provider tax that would be used to generate additional federal revenues.  In addition, 
the Governor proposes an increase in “sin” taxes (increases in the tax on cigarettes, other tobacco 
products, and alcoholic beverages) which she projects would generate a total of $128 million in FY 
06.  These are the primary permanent tax increases in the Governor’s budget (accounting for less 
than half the new revenues in the budget).  The balance of the new revenues in the Governor’s 
budget come from temporary tax increases and changes (e.g., delaying for two years the scheduled 
increase in the maximum property tax credit from $350 to $500) and a variety of fund transfers and 
one-time revenues (e.g., using FY 05 surplus to pay FY 06 expenses).  Because “sin” taxes do not 
grow with the economy (and discouraged consumption can further reduce tax revenues) and half of 
the Governor’s new FY 06 revenues are temporary in nature, her budget fails to adequately address 
Connecticut’s structural budget deficit.  
 
By comparison, the Finance Committee’s package substitutes for the Governor’s proposed sin taxes 
a more graduated personal income tax that would generate about $463 million in FY 06 (18 months) 
and $345 million/year thereafter.  It also includes a new unified gift and estate tax to replace the 
current succession and gift taxes that would be repealed.  This change would result in a revenue loss 
of $3.5 million in FY 06 and a revenue gain of $57 million in FY 07 and thereafter.  This approach 
not only comes closer to addressing Connecticut’s structural deficit – by providing a revenue stream 
that grows with the economy and generates income after the biennium – but also makes 
Connecticut’s tax code fairer by increasing the share of personal income Connecticut’s wealthiest 
 
33  The Appropriations Committee’s proposed FY 06 budget provides $78.1 million (3.2%) more for cities and towns 
than does the Governor’s proposed FY 06 budget (including $10 million more in Town Aid Road grants.  The 
Appropriations Committee’s budget would increase aid to cities and towns by $159.2 million over FY 05 levels.  
Connecticut Conference of Municipalities, Appropriations Committee’s Proposed State Budget (April 20, 2005). 
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residents pay in state and local taxes to something closer to the share paid by Connecticut’s middle 
and lower-income families. 
 
The second key difference between the two budgets is in the additional public investments in health, 
education, aid to municipalities, and prevention and early intervention that are included in the 
Appropriations Committee’s budget.  As this report illustrates, the additional funding proposed in 
the Appropriations Committee’s budget – although not enough to fully repair the damage done by 
the recent state budget storms – goes further than the Governor’s budget does to restore funding 
for programs and services that are essential to the well-being of Connecticut children, youth and 
families, to strategically increase funding for programs and services that can begin to avert longer-
term costs, and to reduce cost-shifting to cities and towns and future generations.   
 
While some question if Connecticut can “afford” this additional spending, it is important to assess 
the fiscal consequences of not making these additional investments at this time -- as the economy is 
improving, the state is recovering from multiple years of spending cuts, and the “baby-boomers” are 
nearing retirement.  For example: 
 

• Cutting funding for health care (for which Connecticut receives a 50% reimbursement from 
the federal government) does not prevent residents from becoming ill.   Illnesses will 
continue, but care will be delayed until it becomes more expensive and challenging for our 
hospital emergency rooms to manage, there will be lost workforce productivity, and the 
resources needed by low-income parents to pay medical bills will reduce available funds for 
housing, clothing, and food for their children.   

• Cutting funding to cities and towns puts upward pressure on local property taxes; the cost-
shift places greater burden on middle-income families. 

• Failing to make significant new investments in addressing our educational achievement gap, 
from early care and education programs through higher education, will reduce the 
productivity of our workforce and make Connecticut less attractive to businesses that 
demand a well-educated workforce. 

• Without a strong continuum of home and community-based services for seniors, for 
children and adults with behavioral health problems or mental retardation, and for children 
who are at risk of child abuse or neglect, more care will be provided in nursing homes, in in-
patient and residential treatment programs, and in foster care at far greater expense and with 
less likelihood of long-term positive outcomes. 

 
Making such investments now, when the baby-boomers are at the peak of their earnings, can reduce 
state costs long-term, keep Connecticut economically competitive, and maintain the relatively high 
quality of life that is the hallmark of Connecticut.  Approaching this budget debate with a longer-
term vision for the state would find the various additions proposed in the Appropriations 
Committee’s budget to be good long-term investments, even if slightly more expensive short-term 
than what the Governor proposes. 

 


