
These shifts have been particularly damaging 
since the great recession. From FY 2016 to FY 
2017 alone, K-12 education spending was cut by 
more than $41.8 million, early care and education 
funding was reduced by more than $4.3 million, 
higher education was cut by $33.5 million, 
and health and human services saw funding 
reductions of more than $1.4 million.  At a time 
when investments in education, infrastructure, 
and human capital are more important than ever 
before, our priorities have shifted. 

The budget of any state should reflect its 
priorities. For Connecticut to reform its 
budget to better reflect its longstanding values 
of inclusion, equity, and opportunity, it must 
face two challenges: (1) address an inadequate 
revenue system that is both inefficient and 
unfair, and (2) adopt an investment focused 
budget that prioritizes the long term economic 
and social health of the state. To do this, the 
state must ensure that current response to past  
poor budgeting practices – that is, its payment 
of accrued long-term pension obligations – not 
crowd out key investments in infrastructure and 
human capital. 

Over the past several decades Connecticut has 
developed an unbalanced and inequitable 
revenue system that demands more tax effort 
from those with fewer resources. When 
considering all state and local taxes (including 
income, property, and sales and excise taxes, 
minus federal deductions), higher earners pay a 
lower percentage of their income in taxes than 
mid- or low-wage earners.   A family making 
less than $25,000 a year, for example, pays 11 
percent in state and local taxes while a family 
making over $1,331,000 – the top 1 percent – 
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The foundation of any set of policies that 
support child wellbeing, family economic 
security, economic opportunity, and equitable 
education is a fiscally responsible state and 
local government. Connecticut must prioritize 
its spending to reflect its core values and 
responsibilities and adopt budget policies that 
raise enough revenue to cover those priorities. 

Connecticut has always taken great pride in how 
we invest in our people to boost our human 
capital. Those investments have paid off; our 
uninsured rates are among the lowest and our 
educational attainment rates are among the 
highest in the nation. As a result, our workforce 
is among the country’s most productive.

The state’s current fiscal crisis, however, has 
exposed long-term, structural challenges and 
forced the state to face difficult choices. The 
result has been a major shift in what the state 
prioritizes, with a decrease in the relative 
funding of services for children and families, 
including K-12 education, child welfare, early 
care and education, and family health. In Fiscal 
Year (FY) 1992, Connecticut spent nearly 40 
percent of its General Fund on the Children’s 
Budget; now, that share is below 30 percent.  



pays 5.5 percent. 

Property taxes are the main culprit of the state’s unfair tax 
system.  Mill rates differ between towns, with significantly 
lower mill rates in towns with high property wealth. As a 
result, a low-income family unable to afford property in a 
high-wealth town will likely be taxed at a higher rate and 
pay a higher share of overall income in local property taxes.  
Connecticut households with an annual income around 
$60,000 pay 7.65 percent of their income in property taxes, 
while households with an average income of around $1 
million pay just 3.8 percent.  

Property taxes are not just a source of inequity, but also a 
drag on the economy. Education funding relies on property 
taxes, limiting the capacity of property-poor towns to invest 
in human capital. In addition, higher mill rates discourage 
investment in our poorest towns and cities, curtailing growth. 

Adding to the inequity in the tax system is the preferential 
treatment afforded to specific business interests above 
children and families. Our tax system has a vast number of 
tax deductions, loopholes, credits, subsidies, and giveaways 
geared towards supporting well-connected interest groups, 
often with little or no economic rationale. Before the personal 
income tax system was adopted in 1992, Connecticut 
collected a large share of its general fund revenues from 
corporate taxes (13.2 percent in 1991). However, due to 
the subsequent adoption of an expanding number of tax 
giveaways, and the migration of business activity out of 

the C-corporate sector and into the pass-through sector, 
corporate income tax collections have dropped to less than 4 
percent of overall tax collections, significantly less than New 
York (6 percent) and Massachusetts (9 percent). 

This has created a tax system with a narrow base (it taxes a 
limited number of businesses, goods and services) and high 
rates. Tax expenditures total more than $7.2 billion a year. 
Although some of these deductions make sense, Connecticut 
leaves many business and services untaxed or undertaxed. 
The end result is a tax system that ends up leaning heavily 
on working families, city dwellers, and small businesses that 

Legislative Briefing Book January 2017

33 Whitney Avenue • New Haven, CT 06510 •  203.498.4240 • www.ctvoices.org

are not well connected enough to carve out a loophole. 

Regarding long-term obligations, Connecticut’s long-term 
pension and retiree health care obligations are the result of 
decades of underfunding and neglect. Although the state 
must meet its obligations, it must do so in a way that does 
not crowd out key investments in infrastructure and human 
capital by extending amortization schedules and introducing 
further reforms to control health care costs. 

Addressing Connecticut’s fiscal woes will require policies that 
address these fiscal imbalances:

• Comprehensive property tax reform is essential in order 
to eliminate inequities and to promote new investments 
in our cities, reduce the enormous gaps between towns’ 
ability to fund services, equalize education funding, and 
spur economic growth.

•	 Closing tax loopholes and reducing tax expenditures 
will require introducing reforms that increase transparency 
and improve accountability during the budget process. 
In Fiscal Year (FY) 2017, tax expenditures equaled 40 
percent of total General Fund revenue — a revenue loss 
that has grown by more than 70 percent since 2000, 
when tax expenditures were equal to $4.2 billion.  The 
legislature should introduce a process to periodically 
re-evaluate these tax changes. In addition, Connecticut 
should modernize the tax system to cover new areas of 
economic activity, such imposing sales tax on services or 
increasing the capital gains tax for high-income earners. 

•	 Adopt a balanaced approach to the budget deficit 
that includes revenue by strenghtening corporate 
income taxes, reforming income and wealth taxes, and 
modernizing the sales tax.

Data presented in this brief comes primarly from budget figures from the Office of 
Fiscal Analysis and research and data from the Institute on Taxation and Economic 
Policy, Office of Policy and Mangement and our own data research. You can find 
additional information on our sources on the appendix. 


