
cut during the Recession and compromises 
citizens’ trust in our tax system—an effect 
aggravated by the lack of  transparency in how 
much different groups pay or receive in state 
taxes and tax subsidies. While the state has 
made some progress in improving fairness 
and transparency in recent years, much more 
remains to be done.

Adequacy: Connecticut’s revenue system 
fails to ensure adequate funding for 
investments in our children and our future. 
Despite deep cuts and substantial tax increases, 
our budget remains in the red. The non-
partisan Office of  Fiscal Analysis projects $2.8 
billion of  deficits in the next biennial budget, 
followed by continued deficit afterward. Still 
dampened by the economic downturn and 
shortsighted decisions of  the past, revenues 
will be unable to cover the state’s present needs, 
let alone investments in children required in 
areas such as education for our state to remain 
competitive in the global economy.

This structural deficit is the predictable result 
of  shortsighted budget choices over recent 
decades, especially our failure to modernize 
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A sound state revenue system must be 
adequate, fair, and accountable. Connecticut 
must do better on each of  these measures if  
it is to make the strategic public investments 
in young people essential to Connecticut’s 
success in the 21st century economy. Over the 
past two decades, the share of  the state budget 
committed to kids has fallen from nearly 
40% to about 30%. Connecticut is lagging in 
preparing our children to thrive in the tough 
global economy, and to be strong parents and 
good citizens themselves.

Our current revenue system falls short of  
generating the resources needed to maintain 
vital public structures such as education and 
healthcare. While other states’ revenues have 
recovered from the Great Recession—which 
ended officially five years ago—Connecticut 
has faced deficits from Fiscal Year (FY) 
2009 through FY 2018. We have cut deeply 
during this downturn, relying as heavily on 
expenditure reductions as in any recession since 
1990, but deficits continue. Our tax system 
simply does not generate sufficient revenues to 
cover past obligations, present demands, and 
future investments.

Our system is not only inadequate but also 
unfair: the richest 1% of  residents pay half  
the proportion of  income in state and local 
taxes that the poorest 20% do; meanwhile, 
Connecticut is one of  only two states that make 
no adjustment in their income taxes for the cost 
of  raising children. This unfairness burdens 
the very families whose supports we have 
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the tax code as Connecticut’s economy has changed and 
the size of  public debt, pension, and health payments 
has grown. For instance, sales tax revenues dropped by 
over a third as a share of  personal income from 1990 to 
2012 as our economy became more service-based and less 
goods-based (and less subject to sales taxes). Meanwhile, 
payments for past obligations such as bonded debt and 
pensions increased dramatically, becoming the fastest-
growing part of  the budget. Rather than papering over 
structural problems with borrowing and one-time fixes, 
we should tackle the problem head on and reform our tax 
system, as many other states have done.

Fairness: In Connecticut, wealthy residents pay a 
smaller share of  their income in state and local taxes 
than the rest of  us, while families raising children 
are uniquely disfavored by the tax code. After federal 
income tax deductions, our wealthiest families pay an 
average of  5.5% of  their income in state and local taxes, 
compared to 10.5% for middle-income and 11.0% 
for poor residents. Even though Connecticut recently 
increased income tax rates on high earners, this progressive 
reform could not overcome the impact of  our regressive 
sales and property taxes. As Connecticut takes steps to 
modernize its revenue system, reducing the regressivity 
of  state and local taxes is crucial. Improving the family 
friendliness of  our tax system is also crucial: Connecticut 
is one of  only two states with a personal income tax that 
makes no adjustment for the cost of  raising children. 
A family with $60,000 of  income and three kids owes 
the same as one with $60,000 of  income and no kids. 
Connecticut should take steps to support families raising 
children through the tax code, as nearly every other state 
and the federal government already do.

Accountability: For too long in Connecticut, too 
much revenue information was simply unavailable 
or kept secret. An accountable revenue system is one in 
which the distribution of  taxes and tax breaks is publicly 
reported, evaluated for effectiveness, and linked to policy 
change. Yet, Connecticut did not track which groups of  
individuals and businesses paid which effective rates in 
taxes, nor did we report sufficient information regarding 
the distribution of  business tax subsidies to know whether 
public funds were being spent wisely or not. Fortunately, 
the state has made strides on both counts, unveiling a 
database of  tax subsidies earlier this year and passing a 
tax incidence study to evaluate the distribution of  state 

and local taxes due to be released this December. It is 
crucial that Connecticut build on these improvements, 
posting more and more information online and using 
the results of  the tax incidence analysis to guide the 
creation of  a modern revenue system. We will know the 
tax burden on poor and rich families, on households with 
and without children, and on businesses large and small 
and in cities and in suburbs. This information is essential 
to modernizing Connecticut’s revenue system.

Reforms to Connecticut’s state and local revenue 
system can make it more adequate, fair, and 
accountable by aiming to achieve the following five 
goals:

•	 Reduce Connecticut’s overreliance on the local 
property tax to fund public education, diminishing 
discrepancies among towns and offering property tax 
relief  to residents and businesses.

•	 Increase the adequacy and reduce the regressivity 
of  the state’s revenue system by counteracting the 
erosion of  our tax base, avoiding regressive sales and 
property tax increases, and strengthening the state’s 
Rainy Day Fund to build a cushion of  revenues to 
help weather the next downtown.

•	 Make Connecticut’s tax system more family 
friendly by creating a Child Tax Credit that 
accounts for the high cost of  raising children and 
brings Connecticut in line with most states and the 
federal government with fairer tax treatment for 
families raising children.

•	 Continue posting additional years and categories 
of  tax subsidy data on Connecticut’s new online 
database, allowing citizens, advocates, and the media 
to scrutinize how public dollars are put to use in 
supporting the state’s businesses.

•	 Refine the state’s new, biennial tax incidence 
analysis once it is released, ensuring that subsequent 
versions of  the analysis are even more useful to 
reformers and policymakers.

Data presented in this brief  come primarily from four sources.  
Data on the state budget are from the Connecticut Office of  Fiscal 
Analysis, Office of  Policy and Management, and legislative Finance 
Committee, as well as from Voices’ analysis of  those organizations’ 
data; data on income inequality are from the Institute on Taxation 
and Economic Policy.


