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I. Introduction 

Connecticut’s economy has undergone uneven changes since the beginning of 2008.  The most 
severe recession in recent history had officially arrived in Connecticut by March of 2008, when 
overall employment began a steep decline, unemployment trended quickly higher, and Connecticut’s 
families began to feel the effects of a deteriorating economic climate. In recent months, economic 
indicators have been more hopeful, with a broad rebound in the stock market1, a slowing in the 
decline of home values2, and hints of a turnaround in job losses. However, the current economic 
situation remains fragile, and the strength and durability of a recovery will depend in part on actions 
of government on both the federal and state levels. 

The State of Working Connecticut: 2009 provides a detailed look at the most recent 2009 employment 
and unemployment data in Connecticut, as well as wage data by distribution and demographic 
groups up until 2008. It compares short and long-term labor market performance in Connecticut to 
the nation and to surrounding states, reports the relative growth and decline of various employment 
sectors, and shows how unemployment and unemployment growth varies from town to town within 
the state.  This report also provides the latest available data on long-term unemployment and 
underemployment in Connecticut. 

Wage data presented in this report have two important limitations that prevent drawing final 
conclusions about the impact of the recession on wage trends.  First, wages are considered a lagging 
economic indicator, meaning that the cyclical effects of the economy tend to occur in wages later 
than in leading or coincident indicators such as the stock market or employment levels. Second, 
complete data on wage dynamics for the entire distribution of wages in Connecticut are only 
available through 2008. 

This being said, the available wage data in Connecticut demonstrate the continuation of trends that 
undermine future economic prosperity and threaten the well-being and economic security of our 
families.  The latest data add yet another year where wages at the top and bottom of the wage scale 
grew farther apart.  Wages for those without a high-school degree also continued a long-term 
decline, highlighting the growing importance of an education to future earnings.  The negative 
effects of wage declines for those at the bottom are amplified by the fact that unemployment is far 
more volatile among these populations.  

  

                                                            
1 The Dow Jones Industrial Average has risen over 40% since March 2009 lows.  
2 According to the S&P/Case-Shiller Composite-20 Home Price Index. 



II. Joob and Empployment Trrends 
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Information, and Retail Trade have all shrunk by more than 5%. Connecticut’s loss of 
Manufacturing jobs since the start of the recession in March 2008 continues a decades-old trend. 
Manufacturing employment tends to fall steeply during recessions and continue to fall during 
recoveries, though more slowly.  The rate of decline over the past year has been faster than that of 
any year-long interval since before 1990.   

Despite this bad news, the state’s largest sector – education and health – has experienced gains in 
employment, though employment levels in this sector have been stalled since March 2009.  The 
decline in Manufacturing and the growth in Education and Health Services account for the majority 
of compositional change in the Connecticut workforce since 1990.  In 1990, Manufacturing jobs 
accounted for almost 20% of the total non-farm workforce in Connecticut, while Education and 
Health sector jobs accounted for 12%.  By 2008, Manufacturing jobs had declined to 11% of the 
non-farm workforce while jobs in the Education and Health sector grew to account for 17% of the 
non-farm workforce. 

III. Unemployment and 
Underemployment 
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Trends in unemployment.  As the recession 
deepened through 2008, unemployment in 
Connecticut rose steeply at roughly the national 
rate.  By August 2008, however, the 
unemployment rate in Connecticut began to 
diverge from national unemployment. 
Connecticut’s seasonally adjusted 
unemployment rate reached a high of 8.0% in 
May and June of 2009, compared with a 
national high of 9.5%.  Since these peaks, 
unemployment rates have come down slightly 
both in Connecticut and nationally.  This, along 
with other positive signs from the economy, 
has led many economists to declare the end of 
the recession 

High unemployment is a concern for a number of reasons beyond the stresses that joblessness can 
place on households. Unemployment is tightly linked with the poverty rate, which tends to fall when 
unemployment falls and rise when unemployment rises.3 High unemployment also places increased 
stress on state budgets as laid-off workers qualify for unemployment insurance and state-
administered healthcare and other safety net programs that step in to help tide families over through 
periods of economic uncertainty.   

  

 
3 Hoynes H, Page M, Stevens A. Poverty in America: Trends and Explanations. NBER Working Paper No. 11681. Oct 2005.  
This can be verified in Connecticut by tracking Connecticut’s historical unemployment rate along with its historical 
poverty rate as estimated by the Current Population Survey.  
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Unemployment in Connecticut’s cities and towns. Some of Connecticut’s largest cities have 
unemployment rates that are much higher than the state average, led by Hartford’s 13.9%, 
Waterbury’s 12.7%, and New Britain’s 11.7%.  Urban centers have traditionally had higher rates of 
unemployment in Connecticut, and are frequently the 
first areas to feel the effects of economic downturns. 
However, over the last year there has been an 
increasing growth in unemployment outside urban 
centers, with unemployment rising more quickly in 
rural and suburban towns and even along 
Connecticut’s “Gold Coast.”    

Top Ten Unemployment Rates Among 
CT Cities/Towns, July 2009 

Town 
July 2009 

Unemployment Rate

Hartford 13.9 

Waterbury 12.7 

New Britain 11.7 

Bridgeport 11.6 

New Haven 11.1 

East Hartford 10.5 

Plymouth 10.3 

Windham 10.2 

Meriden 9.9 

Plainfield 9.8 

Unemployment and educational attainment. 
There is a strong association between the level of 
educational attainment among workers and the rates 
of unemployment in Connecticut, New England, and 
nationally.  Specifically, the lower the level of 
educational attainment, the more likely it is that a 
worker will be unemployed.  In fact, the 2008 average 
unemployment rate in Connecticut of those lacking a 
high school degree was more than five times the 
unemployment rate of those with bachelor’s degrees 
or higher. Additionally, the early part of the recession 
clearly affected those without a high school degree far 
more than those with higher levels of education.  This 
fact is pronounced in Connecticut, where 
unemployment among those with the least education 
soared almost five percentage points to 15.2% in 
2008.  Unemployment among this group is likely even 
higher in 2009.   

Unemployment and race/ethnicity.  Minorities, particularly African-Americans, experience 
higher unemployment rates than whites, both in Connecticut and the nation.  In Connecticut, the 
average unemployment rate for African-Americans in 2008 was almost three times higher than the 
rate for whites.  The average unemployment rate for Hispanics was two and a half times higher than 
the rate for whites.  In 2008, Connecticut’s unemployment rates for African Americans and 
Hispanics were higher than national unemployment rates for these groups.    

The effects of the recession have also been felt more strongly among African Americans and 
Hispanics in Connecticut than Whites.  While unemployment between 2007 and 2008 rose for 
African Americans and Hispanics by 3.6% and 2.8%, respectively, it rose by 1.0% for Whites, but 
the change for Whites was not statistically significant.    

Long-term unemployment. More than a fifth (21.2%) of all Connecticut’s unemployed has been 
out of work for more than 26 weeks, up modestly from 20.3% in 2007.  This is greater than the 
national average (19.7%), and is among the highest in the New England. 

Under-employment.  In 2008, Connecticut’s underemployment rate (the percentage of 
Connecticut workers  who are unemployed as well as involuntarily part-time or no longer looking 
for work) of 10.3% is the highest since 1994, when underemployment data was first collected.  
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IV. Wages and Wage Trends 

Long-Term Wage Trends. For Connecticut workers in the lowest wage range (10th through 30th 
percentiles), Connecticut ranks in the bottom five states in wage growth since 1989. Over this time 
period, Connecticut’s very low wage workers (10th percentile) experienced the most severe wage 
deterioration in the country.  By contrast, Connecticut's highest-paid workers have experienced 
higher wage growth than like-workers in most other states.  Connecticut ranks 6th best among the 
states in wage growth for high wage workers (80th percentile) and 5th best among the states in wage 
growth for very high wage workers (90th percentile). 

The difference between top and bottom incomes, which includes both earned (including wages) and 
unearned income (like capital gains and interest), grew more quickly in Connecticut over the past 
few decades than in any other state.4  The sustained and rapid divergence in wages in Connecticut 
over this time contributes heavily to Connecticut’s rapidly increasing income inequality.   

Short-term Wage Trends. Connecticut’s wages remained high and hourly wages at all levels are 
among the highest in the country.5 In 2008, the reported median hourly wage in Connecticut of 
$19.72 was higher than in any other state.  This is a 2.6% increase from 2007 and a 0.6% increase 
from 2001, the last recession year before the current recession.  Compared to wages in 2007, real 
wages of very low wage (10th percentile) workers in 2008 decreased by a little over half a percent, 
wages of low wage (20th percentile) workers remained flat, wages of high (80th percentile) wage 
worker increased by three percent, and wages of very high (90th percentile) wage workers rose four 
percent.  

Wages across the wage range showed decline over the early to middle part of this decade. Between 
2006 and 2008, wages on the upper and lower halves of the spectrum have diverged, with strong 
gains for median, high wage, and very high wage residents and modest to no gains for the low wage 
and very low wage workers.  Workers below the 90th percentile, however, still did not earn more in 
2008 than their peak wages from earlier in the decade.  And for many workers earning wages below 
the median, wages in 2008 are lower than they were during the national recession in 2001. 

 

                                                            
4  Hero, Joachim. Connecticut Leads the Nation in Multiple Measures of Income Inequality: 2007.  CT Voices for Children, 2009.  
5  Connecticut is also one of the most expensive states to live in by any standard.  See section on wage adequacy later in 
this report.  
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Wage Inequality. Wages in 2008 continue a long-term trend of wage divergence and low-wage 
stagnation.  Whether short-term or long-term, the three highest-earning wage groups received the 
largest wage increases as a proportion of their income, while the three lowest-earning wage groups 
suffered the largest real wage decreases as a proportion of their income.  Wage gains over economic 
cycles are being shared by fewer people over time.  Since 1989, the bottom 30% did not see their 
wages rise; since 2001, the bottom 50% did not see their wages rise. 
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Wages and Gender. In 2008, the median hourly wage for men, at $22.88, was 33% higher than the 
median wage for women, at $17.21.  Wages between men and women in Connecticut remain far 
short of parity, but the gap between men and women has narrowed over the past several decades.  
However, the progression towards equal pay between men and women in Connecticut appears to 
have slowed or stopped since the mid nineties.  

Wages and Race/Ethnicity.  Racial disparities in wages are readily apparent at the state, regional, 
and national level, but are most pronounced in Connecticut where the median hourly wage for white 
workers is $21.27 compared to $13.24 for African American workers and $12.40 for Hispanic 
workers.  Connecticut’s wage disparities are due to high wages among whites relative to regional and 
national numbers and average wages among minorities relative to regional and national numbers.  In 
2008, the median African American wage in Connecticut was 62% that of whites, while the median 
Hispanic wage was 58% that of whites.   
 
Wages and Educational Attainment. Education is a strong predictor of wages in Connecticut. 
Those with a bachelor’s degree or higher enjoy median wages, at $29.56 per hour, that are nearly 
triple  the $10.01 paid to workers lacking a high school education.  Compared with national and 
regional averages, median wages are higher in Connecticut for every educational category except for 
workers who did not earn a high school degree (where Connecticut's wages are slightly lower than 
wages for New England and roughly equal to the national median).  It appears that the economic 
value of a college education in Connecticut has steadily risen since 1979, while the cost of not 
attaining a high school degree also has increased markedly. 
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V. Wage Inadequacy 

Many Connecticut families who work in full-time, year-round jobs earn wages that leave them below 
the Federal Poverty Level (FPL) ($21,200/year for a family of four in 20086).  In 2007, 19.1% of 
Connecticut workers did not earn enough to generate an income that meets the federal poverty 
threshold for a family of four, the highest rate since 1998.  A poverty-level wage falls far short of 
meeting a family’s basic needs, particularly in a high cost state like Connecticut. 

Cost of Living.  Wages in Connecticut do not go as far toward meeting basic needs as in other 
states.  Although Connecticut workers at all wage percentiles earn more than workers in other states 
at comparable percentiles, Connecticut residents also must pay more for basic essentials.  In the first 
quarter of 2009, Connecticut was listed as having the fifth highest cost of living in the contiguous 
United States.  The same index found that, in the contiguous United States, Connecticut was the 
most expensive state to buy groceries, the fifth most expensive state in housing expenses, the second 
most expensive state in the price of utilities, and the sixth most expensive state in health care costs. 

VI. Conclusion  

Through the numerous and frequent reports available on the newest economic data, it is easy to lose 
sight of the data that are most important: how economic changes are affecting people.  The 
disappearance throughout the nation of trillions of dollars in stock market value and home equity 
has made many families more vulnerable than they have been in decades. With savings severely 
reduced, basic security in the form of worker supports, job stability, and an adequate and reliable 
wage become ever more important.  Government, whose function is foremost one of protection, 
must work to avoid economic crises, prepare for them if they should occur, and come to the aid of 
its citizens when they do.  There are many things that Connecticut’s government can do to promote 
shared future economic prosperity and protect its families from economic harm: 

Re-think the state’s economic development strategy. In the last decade, the state’s economic 
development efforts have been fragmented, lacking a cohesive strategy.  Over the past year or so, 
the Connecticut Department of Economic and Community Development (DECD) has spent 
$500,000 developing an Economic Development Plan for Connecticut to establish a vision for 
growth over the next 5, 10, 15, and 20 years, along with strategies to achieve that vision. DECD 
submitted the plan to Governor Rell on July 2009, whereupon she had 60 days to approve or 
disapprove it.  The time limit has now been exceeded, and no decision has yet been made (or made 
public).7  Economic development in Connecticut should be coordinated and strategic, utilizing the 
state’s strengths and positioning the state for long-term stability and prosperity.  Additionally, any 
development plan should focus on increasing higher-wage jobs and assuring a well-educated, healthy 
workforce.  

Ramp up supports for the families of lower wage workers and workers who have lost their 
jobs. The nature of the current recession has many economists, including the chairman of the 
Federal Reserve Board, warning that national unemployment may remain high through 2011.  Last 
month, the National Employment Law Project projected that 13,521 workers would exhaust their 
unemployment benefits by the end of the year.  Expanding the coverage and benefits of our 
                                                            
6 The Federal Poverty Threshold, by comparison, varies both by size and composition of a family.  The weighted average 
number results in a single number for all family compositions at a single family size.  The unweighted FPL for a four-
person family composed of two parents and two related children is $21,834. 
7 If the plan is not released, 1000 Friends of Connecticut plans to FOI the document. 
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unemployment insurance program, and providing wage insurance for workers who lose their jobs, 
will help cushion families from economic catastrophe.  Additionally, the rising number of long-term 
unemployed and underemployed in Connecticut underscores the need for supports that go beyond 
those designed specifically for the unemployed.  For example, Connecticut could help families retain 
health insurance coverage by subsidizing COBRA coverage for unemployed and part-time workers, 
and taking advantage of federal opportunities to expand the HUSKY health insurance program.  

Expand our public investment in education and training. Since post-secondary education 
clearly is a key to higher earnings and steady employment, barriers to college must be reduced by 
investing more in pre-school and K-12 education to reduce the state’s enlarging achievement gap, 
targeting interventions to curb the number of youth who drop out of high school, increasing 
funding for college scholarships, and expanding financial support to higher education to limit tuition 
increases.  Keeping Connecticut’s workforce one of the most highly educated in the nation not only 
helps Connecticut families, but also keeps Connecticut economically competitive. 

Avoid future state budget cuts that would undermine the economy and reduce supports for 
working families and the unemployed. Connecticut’s recently-enacted state budget relies upon a 
combination of budget cuts, one-time revenues, tax and fee increases, and borrowing to close state 
deficits in FY10 and FY11.  The Office of Fiscal Analysis now estimates that this budget will result 
in a current services deficit of $2.9 billion in FY 12 and more than $3 billion in each of FY13 and 
FY14.  In short, the state’s structural deficit – that existed even before the economic downturn – has 
been greatly exacerbated by the choices this biennial budget has made that further mortgage our 
state’s future.  

The Center for Economic and Policy Research released a report recently documenting the harm that 
states can do to their economies by pursuing budget cuts rather than revenue enhancements to meet 
growing budget deficits.  The detrimental impact on Connecticut of closing these future budget 
deficits could prove devastating if Connecticut chooses to address them with further cuts (rather 
than increased on-going revenues) in the out-years.  For example, Connecticut’s education and 
health job sector, heavily dependent on public investment, is the largest job sector in the state, with 
the greatest amount of growth, even during the recession.  Severe cuts to state spending in this area 
could undermine an area of progress in the state economy, and weaken one of Connecticut’s 
economic advantages – its well-educated workforce.   


