
Reform Property Taxesi for a Fairer, Faster Growing Economy in Connecticut 

 

Property taxes are an integral part of the overall state tax structure.  

➢ 41.9 percent of all taxes paid in the state are property taxes.ii 

➢ As governmental bodies created by the state, towns can only tax when the state 

empowers them to do so – which it does mainly through the property tax. 

➢ Property taxes are an important part of the overall state tax structure – as 

analysts (Ernst and Young,iii ITEP,iv David Osborne,v DRS Tax Incidence Studyvi) 

all recognize. 

➢ The greatest share of all the taxes paid by business are property taxes (33.7 

percent).vii  

A “balanced state tax structure” requires correcting inherent flaws in the property 

tax system.  There are two main flaws with property taxes in Connecticut:  vertical 

and horizontal inequity. viii 

A. Vertical inequity: property taxes are regressive: 

➢ The 90 percent of CT taxpayers with the lowest incomes pay two to seven 

times higher effective property tax rates – property taxes as a share of 

income – than the 10 percent of taxpayers with the highest income.ix  

➢ For non-elderly households, property taxes as a share of family income for 

the bottom 95 percent are two to four times higher than for taxpayers in the 

top 5 percent.x 

➢ High property taxes make housing less affordable and discourage both 

renters and homeowners with low current income (retirees, young 

professionals) from staying in or relocating to high property tax towns – and 

the state. 

B. Horizontal inequity:  There are significant disparities among similarly 

situated taxpayers: 

➢ Owners of property with the same fair market value pay vastly different 

property taxes based on the town in which they live. 

➢ Taxpayers in different towns receive very different levels of public services 

for the same amount of taxes paid. 

➢ Great differences in funding for public schools produce vast educational 

inequities between children in richer and poorer towns. 

➢ High property taxes drive businesses to lower property tax towns, where 

additional infrastructure often must be built, thus increasing long-term 

overall costs.  

➢ High property taxes induce companies to move jobs away from cities – key 

to economic growth –where infrastructure already exists and where cross-

fertilization of ideas maximizes innovation (because of the synergy of 

knowledge workers in an urban agglomeration economy). 

➢ Disparate property taxes reinforce regressivity since low-income households 

are overwhelmingly located in high property tax towns.  



 

Potential Reforms 

 

Provide aid directly to disadvantaged taxpayers. 

➢ Create a refundable property tax circuit breaker to homeowners and renters.  

➢ Maintain or increase the Earned Income Tax Credit (EITC). 

 

Level the playing field for municipalities. 

➢ Fully fund PILOT grants to make towns whole from state-granted property 

tax exemptions (state-owned, tax-exempt college and hospitals, PA-490). 

 

Provide state grants to address disparities across municipalities for non-

educational costs. 

➢ Close the gap between the “need” of a town as measured by objective 

factors, and its “capacity” to meet that need. xi  

 

Create and implement a principled educational cost-sharing formula to provide 

the foundation for an adequate education for every PK-12 student in the state. 

➢ Develop a “rational, substantial and verifiable” formula to connect education 

spending with educational need. xii  

 

Because the above reforms require state appropriations, exempt appropriated aid 

to distressed municipalities from the spending cap.xiii 

Provide incentives or mandates to support local governmental efficiencies, intra-

town and inter-town, including: 

➢ Integrate administrative functions across all agencies within a town. 

➢ Consolidate appropriate back-office functions for all municipalities in a given 

region to achieve operating efficiencies. 

➢ Share risk through insurance pools (e.g. CIRMA, health insurance pools). 

➢ Create additional consolidated school districts across municipalities with low 

enrollment. 

➢ Use the Councils of Governments as the mechanism to facilitate the 

delivery of municipal services, achieving economies of scale and a critical 

mass of services, in an interconnected, cost-effective manner across the 

governments each serves.xiv  

Create a nonpartisan fiscal policy institute to provide data and analysis on an 

independent basis. 
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