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Introduction
Similar to the recoveries from the past three recessions, Connecticut’s job recovery from the pandemic-
induced recession of 2020 continues to lag the job recovery for the U.S. as a whole. Specifically, as of 
July 2022—the most recent month data are available—Connecticut is on track to close its job shortfall in 
June 2023, nearly a year after the U.S., which already closed its job shortfall. The other major dynamic 
in the labor market during the ongoing recovery is that wage growth for low- and middle-wage workers 
in Connecticut has outpaced wage growth for low- and middle-wage workers in the U.S. and it has also 
outpaced wage growth for high-wage workers in both the U.S. and Connecticut. This exceptional wage 
growth dynamic is helping to reduce wage inequality and raise the standard of living for low- and middle-
wage workers in Connecticut, especially low-wage workers. At the same time, the slower job recovery 
is contributing to a slower economic recovery more broadly that is limiting the tax revenue available to 
establish a permanent, fair tax system and make sustained, critical investments, both of which are essential 
for further raising the standard of living for low- and middle-wage workers.

The purpose of Connecticut Voices for Children’s (CT Voices’) annual State of Working Connecticut report 
is to provide a detailed overview of Connecticut’s labor market and occasionally to dive deeper into the 
status of certain workers. The report proceeds in three sections.

The first section provides an overview of Connecticut’s employment situation, which relies in part on new, 
detailed employment measures calculated by the authors. The key findings are below:

• Connecticut’s job recovery from the pandemic-induced recession lags the job recovery for the 
U.S. as a whole, and the job growth gap between the U.S. and Connecticut is on track to expand.

• Connecticut’s slower job recovery is due in part to the decline in state and local government 
jobs, the sector over which policymakers have the most direct control. 

• Connecticut’s slower job recovery is due in part to both its diminished, inequitable labor force 
participation rate, and its above average, inequitable unemployment rate.

• Connecticut’s slower job recovery is contributing to a slower economic recovery more broadly, 
which limits the growth in the state’s tax base and in turn the revenue available to establish a 
permanent, fair tax system and make sustained, critical investments, both of which would raise 
the standard of living for low- and middle-wage workers.

The second section provides an overview of Connecticut’s wage growth, inequality, and gaps, which relies 
in part on new, detailed wage measures calculated by the authors. The key findings are below:

• In a break from the dominant trend over the past four decades, the real hourly wage in Connecticut 
has recently grown more for low- and middle-wage workers than for high-wage workers.

• The recent greater real wage growth for low- and middle-wage workers in Connecticut is due in 
large part to the increase in the minimum wage and the tightening of the labor market.

• The recent greater real wage growth for low- and middle-wage workers in Connecticut is 
essential for reducing the state’s high level of wage inequality and in turn income and wealth 
inequality.

• Public sector jobs, which are highly unionized, are essential for reducing Connecticut’s high 
level of wage inequality.
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• Increases in age, education, and union coverage are all associated with a higher hourly wage. 
These key wage factors vary across major sectors and industries as well as across major 
demographic groups and explain some but not all of the variation in the hourly wage.

• The gender wage gap is substantial and increases at higher wage percentiles, connecting the 
gender wage gap to wage inequality. The gender wage gap also remains substantial even when 
controlling for the key factors of experience, education, union coverage, and more.

• The Black-white wage gap is substantial and increases at higher wage percentiles, connecting 
the racial wage gap to wage inequality. The Black-white wage gap also remains substantial even 
when controlling for the key factors of experience, education, union coverage, and more.

• The Hispanic or Latino/a/x-white wage gap is substantial and increases at higher wage percentiles, 
connecting the ethnic wage gap to wage inequality. The Hispanic or Latino/a/x-white wage gap 
also remains substantial even when controlling for the key factors of experience, education, 
union coverage, and more.

The third section provides policy recommendations to address issues with Connecticut’s employment 
situation and its wage growth, inequality, and gaps. The policy recommendations are below:

• Strengthen the minimum wage. Three options include: inflation index Connecticut’s income tax 
to prevent a built-in annual tax increase on minimum-wage workers; maintain the scheduled 
annual increase in the minimum wage even if a recession occurs; and increase the minimum 
wage to a living wage.

• Strengthen the labor market and economy. Two options include: make child care more accessible 
and affordable; and make Connecticut’s tax system fairer.

• Strengthen worker power, especially for workers without union coverage. Two options include: 
require employers to provide a fair work week schedule for low-wage workers; and limit the 
ability of employers to use noncompete agreements for low-wage workers.

• Strengthen worker power through increased union coverage. One option includes: fill public 
sector jobs.



CONNECTICUT VOICES FOR CHILDREN: STaTE OF WORkINg CONNECTICUT, 2022 | 5

Connecticut’s Employment Situation
Jobs are important for Connecticut’s workers and families because hourly wages and annual salaries from 
jobs are the primary source of income for most workers and families. Jobs are also important because job 
growth is a major component of economic growth, which increases a state’s tax base and in turn the revenue 
available to establish a permanent, fair tax system and make sustained, critical investments, both of which 
are essential for raising the standard of living for low- and middle-wage workers. This section reviews 
Connecticut’s employment situation and it proceeds in two parts. The first part discusses the new, detailed 
employment measures used for some of the ensuing analysis, and the second part is an overview of key 
issues concerning Connecticut’s employment situation.

On the first Friday of each month, the U.S. Bureau of Labor Statistics (BLS) publishes “The Employment 
Situation” news release, which provides national employment data from two surveys. The establishment 
survey provides an overview of nonfarm employment overall and by major sector and industry. The 
household survey provides an overview of employment status (labor force participation rate, employment-
population ratio, and unemployment rate) overall and by major demographic group.1 Later each month, 
the BLS’ Local Area Unemployment Statistics (LAUS) program provides state-level data from the above 
surveys and other sources. Like the national data, the state-level data include nonfarm employment overall 
and by major sector and industry, and they also include employment status overall. Unlike the national data, 
the state-level data include no breakdown of employment status by major demographic group.2 

To fill the state-level data shortfall, which is essential for designing effective public policy in Connecticut, 
CT Voices has been publishing a monthly news release, “The Employment Situation in Connecticut.” This 
monthly analysis—the most recent of which is incorporated into this section of the annual State of Working 
Connecticut report—includes an overview of the change in total nonfarm employment in the U.S. and 
Connecticut as well as the change in nonfarm employment by major sector and industry in Connecticut. It 
also includes an overview of employment status in the U.S. and Connecticut by major demographic groups, 
which no other organization in Connecticut currently provides on a monthly basis. These new, detailed 
measures of employment status in Connecticut are calculated as follows: The monthly estimate that the 
BLS provides for each overall employment status indicator in Connecticut (labor force participation rate, 
employment-population ratio, and unemployment rate) is multiplied by the employment status ratio for 
each major demographic group. The latter is calculated using data from the Economic Policy Institute’s 
extracts of the BLS’ Current Population Survey (i.e., the household survey) for the preceding three-month 
period for Connecticut and its bordering states (New York, Massachusetts, and Rhode Island), which are the 
state labor markets most closely connected to Connecticut’s labor market. The expansion of the time period 
and the labor market area for calculating the employment status ratios for the major demographic groups is 
necessary to increase the sample size.3 

Providing New, Detailed Employment Measures for Connecticut
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Similar to the recoveries from the past three recessions—which were reviewed in last year’s report4—
Connecticut’s job recovery from the pandemic-induced recession lags the job recovery for the U.S. as a 
whole, and the job growth gap between the U.S. and Connecticut is on track to expand. Figure 1 shows the 
change in nonfarm employment in the U.S. and Connecticut. Employment in the U.S. decreased by 14.4 
percent (22 million jobs) during the pandemic-induced recession from February 2020 to April 2020, and the 
job shortfall was closed in July 2022. In comparison, employment in Connecticut decreased by 17 percent 
(289,400 jobs) during the pandemic-induced recession, the job shortfall stands at 2.4 percent (40,200 jobs) 
as of July 2022, and the job shortfall is on track to close in June 2023, nearly a year after the recovery for 
the U.S. as a whole. Moreover, by June 2023, the job growth gap between the U.S. and Connecticut since 
the start of the pandemic-induced recession is projected to stand at 3.3 percentage points compared to the 
current gap of 2.4 percentage points, meaning the job growth gap is on track to expand.5 

Connecticut’s slower job recovery is due in part to the decline in state and local government jobs, the 
sector over which state policymakers have the most direct control. Table 1 shows the change in nonfarm 
employment in Connecticut by major sector and industry. As of July 2022, the overall job shortfall in 
Connecticut is 2.4 percent, though it ranges from 2.1 percent for private sector jobs to 3.8 percent for public 
sector jobs—or, more specifically, 3.1 percent of local government jobs and 6 percent for state government 
jobs.6  

For a breakdown of public sector employment, in 2021—the latest year detailed data are available—local 
government employment in Connecticut primarily included jobs in the following areas: education (71 
percent), police protection (7 percent), and fire protection (4 percent). From 2019 to 2021, the largest 
change in local government employment was the loss of nearly 3,800 jobs in elementary and secondary 
education, and the second largest change was the loss of more than 600 jobs in parks and recreation.7  

For a further breakdown of public sector employment, state government employment in Connecticut in 2021 
primarily included jobs in the following areas: education (45 percent), corrections (9 percent), hospitals (9 
percent), judicial and legal (8 percent), public welfare (7 percent), health (5 percent), and highways (4 
percent). From 2019 to 2021, the largest change in state government employment was the loss of more than 
4,600 jobs in higher education.8 

Another important decline in state government employment involves the Connecticut Department of 
Revenue Services (DRS). The FY 2022–23 budget originally funded 625 full-time positions through the 
General Fund, down from 660 as recently as FY 2019, and down from 833 in FY 2000. This 25 percent 
reduction in the DRS’ staff has diminished the state’s tax compliance capacity and is especially important 
considering Connecticut’s above average reliance on “opaque income sources that accrue disproportionately 
to higher earners,” both of which contribute to an estimated $2.6 billion annual state income tax gap.9  
Confirming that the DRS’ limited staff is contributing to a substantial tax gap, Deputy Commissioner John 
Biello explained at a public hearing earlier this year, 

When we benchmark DRS to our peers, we are significantly lower … when it comes to our 
audit coverage rate. … Most of our peers are at around 3 percent of an audit coverage rate. What 
I mean by that is as a percentage of the total taxpaying population, most states are averaging 
about 3 percent, and even higher than that. We’re right at about 1 [percent], and in some of our 
tax types we’re even below 1 percent because of the … low numbers of auditors. … On average, 
an auditor generates about $800 per hour; it’s anywhere between $800 to $1,000 per hour. So if 

Key Issues Concerning Connecticut’s Employment Situation
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you calculate that out through the average number of hours per year that an individual works, 
that’ll tell you that they are probably in the range of $2 million or so per year per auditor that 
would be brought in. And we are certainly not even close to the full capacity because … we are 
so far below our peers. Yes, we do have the capacity at DRS for more auditors. And there would 
certainly be a very positive return on investment with those auditors.10 

Connecticut’s slower job recovery is due in part to its diminished, inequitable labor force participation 
rate. Table 2 shows for the U.S. and Connecticut multiple measures of employment status overall and by 
major demographic group. The employment status measures include the labor force participation rate, 
employment-population ratio, and unemployment rate. To start, the labor force participation rate measures 
the percentage of the population that is working or actively looking for work. In the U.S., the labor force 
participation rate was 62.1 percent in July 2022, down from 63.4 percent in February 2020, a 1.3 percentage 
point reduction. In comparison, the labor force participation rate in Connecticut was 64.5 percent in July 
2022, down from 66.9 percent in February 2020, a 2.4 percentage point reduction. Put in terms of the 
number of workers, Connecticut’s labor force in July 2022 was about 51,600 workers smaller than at the 
start of the pandemic, which is larger than the entire current shortfall of 40,200 jobs.11 

There is also substantial variation in labor force participation across major demographic groups. For 
example, in July 2022, 70 percent of men in Connecticut were in the labor force compared to 59.3 percent 
of women, a gap of 10.7 percentage points.12 A major contributing factor is that women disproportionately 
take on child care responsibilities when paid care is not available or affordable.13 
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Connecticut’s slower job recovery is due in part to its above average, inequitable unemployment rate. 
The unemployment rate is the percentage of the population that is unemployed and actively looking for 
work. In the U.S., the unemployment rate was 3.5 percent in July 2022, the same as in February 2020. In 
comparison, the unemployment rate in Connecticut was 3.7 percent in July 2022, up from 3.4 percent in 
February 2020, a 0.3 percentage point increase.14 Using another, related measure of labor market tightness, 
Connecticut has approximately 70,500 unemployed people and 105,000 job openings, which is equal to 
0.7 unemployed people per job opening compared to 0.5 unemployed people per job opening in the U.S.15  
Both measures—the higher unemployment rate and higher ratio of unemployed people per job opening—
indicate that Connecticut’s labor market is not as tight as the U.S. labor market.

In addition to the above dynamics with the overall unemployment rate and the ratio of unemployed people 
per job opening, there is substantial variation in unemployment across major demographic groups. For 
example, in July 2022, 3.3 percent of white workers in Connecticut were unemployed compared to 5.7 
percent of Black workers, meaning the Black unemployment rate was 1.7 times greater than the white 
unemployment rate. A major contributing factor to the racial unemployment rate gap is discrimination in 
the labor market, and the degree of discrimination and size of the unemployment rate gap tends to vary 
based on the tightness of the labor market. Specifically, the racial unemployment rate gap tends to increase 
when the labor market weakens and it tends to decrease when the labor market tightens. For example, in 
February 2020, when the overall unemployment rate in Connecticut was 3.4 percent—indicating a slightly 
tighter labor market compared to July 2022 based on this employment status measure—the unemployment 
rate was 3.2 percent for white workers compared to 5.2 percent for Black workers, meaning the Black 
unemployment rate was 1.6 times greater than the white unemployment rate, which is slightly lower than 
the current level of 1.7 times greater. While any racial gap is problematic, the variation in the size of the 
gap over time demonstrates both the positive impact of a tight labor market and the negative impact of a 
weak labor market.16 

Connecticut’s slower job recovery is contributing to a slower economic recovery more broadly, which 
limits the growth in the state’s tax base and in turn the revenue available to establish a permanent, fair 
tax system and make sustained, critical investments, both of which would raise the standard of living for 
low- and middle-wage workers. Job growth is a major component of economic growth more broadly, 
which is a major source of growth in the tax base. There are two primary approaches to measure economic 
growth: one approach is growth in output, commonly measured as gross domestic product (GDP); the other 
approach is growth in income, commonly measured as personal income. Using the first approach, from the 
fourth quarter of 2019 (the last quarter preceding the pandemic-induced recession) through the first quarter 
of 2022 (the most recent period data are available), real (inflation-adjusted) economic output increased by 
2.7 percent in the U.S. but decreased by 0.4 percent in Connecticut.17 Using the other approach, from the 
fourth quarter of 2019 through the first quarter of 2022, nominal (non-inflation-adjusted) personal income 
increased by 14 percent in the U.S. but increased by only 10.3 percent in Connecticut.18  Compared to 
the U.S., Connecticut’s slower job recovery is contributing to a slower economic recovery—measured 
using either output or income—which is limiting the growth in the state’s tax base and in turn the revenue 
available to establish a permanent, fair tax system and make sustained, critical investments, both of which 
would raise the standard of living for low- and middle-wage workers. Importantly, however, the complex 
relationship between economic growth and public policy does not simply operate in one direction. In 
particular, failing to establish a fairer tax system and make critical investments can contribute to a negative 
feedback loop that further limits job growth and in turn economic growth and tax revenue; conversely, 
establishing a fairer tax system and making critical investments can contribute to a positive feedback loop 
that increases job growth and in turn increases economic growth and tax revenue. 
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Figure 1. Change in Total Nonfarm Employment

*Data (seasonally adjusted) from the U.S. Bureau of Labor Statistics and authors’ calculations.

Table 1.  Change in Nonfarm Employment by Major Sector & Industry, Connecticut

*Data (seasonally adjusted) from the U.S. Bureau of Labor Statistics and authors’ calculations.
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Table 2. Employment Status Overall and by Major Demographic Group

*Data (seasonally adjusted) from EPI’s extracts of the Current Population Survey and authors’ calculations.
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Connecticut’s Wage Growth, Inequality, and Gaps
As discussed in the previous section, jobs are important for Connecticut’s workers and families because 
hourly wages and annual salaries from jobs are the primary source of income for most workers and families. 
Building upon the preceding analysis of Connecticut’s employment situation, this section reviews key 
wage dynamics in Connecticut and it proceeds in two parts. The first part discusses the new, detailed 
wage measures used for the ensuing analysis, and the second part is an overview of key issues concerning 
Connecticut’s wage growth, inequality, and gaps.

As noted in the previous section, the U.S. Bureau of Labor Statistics (BLS) publishes “The Employment 
Situation” news release on the first Friday of each month. In addition to providing national employment 
data from two surveys—the establishment survey and the household survey—the news release provides 
national-level wage estimates by industry using data from the establishment survey.19 Later each month, the 
BLS’ Current Employment Statistics (CES) program provides state-level wage estimates by industry using 
data from the establishment survey.20  

Along with the above monthly wage estimates, the BLS provides more detailed quarterly and/or annual 
wage estimates through three sources. The BLS’ Quarterly Census of Employment and Wages (QCEW) 
program uses data from employers to provide national- and state-level wage estimates by industry.21 The 
BLS’ Occupational Employment and Wage Statistics (OEWS) program uses data from employers to 
provide national- and state-level wage estimates by occupation.22 And the BLS uses the Current Population 
Survey (CPS)—also known as the household survey—to provide national-level wage estimates by major 
demographic group (e.g., by gender, race/ethnicity, age). However, the BLS does not use the household 
survey, or any other survey, to provide timely state-level wage estimates by major demographic group.23 

To fill the state-level data 
shortfall, which is essential for 
designing effective public policy 
in Connecticut, this report uses 
the household survey data to 
provide Connecticut-specific 
wage estimates overall, by 
major demographic group, and 
by major sector and industry. CT 
Voices is the only organization 
in the state that provides these 
new, detailed wage measures for 
Connecticut using the household 
survey, and they are calculated 
as follows: The Economic Policy 
Institute (EPI) provides extracts 
of the Current Population Survey 
(i.e., household survey), which 
is used to create a dataset that is 

Providing New, Detailed Wage Measures for Connecticut
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In a break from the dominant trend over the past four decades—which was reviewed in last year’s report26—
the real hourly wage in Connecticut has recently grown more for low- and middle-wage workers than for 
high-wage workers. Figure 2 shows the average annual real (inflation-adjusted) growth in the hourly wage 
by percentile in the U.S. and Connecticut over the past two years.27 The percentiles are used to show the 
variation in wage growth for different groups of workers. Specifically, 10 percent of workers earn wages 
at or below the 10th percentile, 50 percent of workers earn wages at or below the 50th percentile, and 90 
percent of workers earn wages at or below the 90th percentile. The average annual real growth over the past 
two years—rather than only 2021—is used to control for changes in the composition of the workforce. As 
noted in last year’s report, the pandemic-induced recession disproportionately generated the loss of low-
wage jobs, which mechanically generated the appearance of larger wage growth in 2020. For example, a 
worker at the 20th percentile of the wage distribution in 2019 that maintained the same wage but moved 
down to a lower percentile in 2020 due to the historic layoff of even lower-wage workers was recorded as 
wage growth at the lower percentile.28 The opposite dynamic then occurred in 2021 as the recovery from 
the recession disproportionately generated the return of low-wage jobs, which mechanically generated the 
appearance of slower wage growth. Using the average growth rate over the past two years helps to control 
for the offsetting composition effects in 2020 and 2021, but this approach overstates the growth in the real 
hourly wage in 2021 due largely to the historic rise in inflation.29 The consumer price index—the most 
popular measure of inflation—increased 7 percent in 2021 compared to 1.4 percent in 2020.30 

Providing another approach to measuring wage growth, Figure 3 shows the real growth in the hourly 
wage by percentile in the U.S. and Connecticut from the first quarter of 2021 through the first quarter of 
2022.31 By focusing on the past year rather than the average of the past two years, this approach has the 
benefit of showing the more recent trend in wage growth and the impact of the historic rise in inflation. 
However, this approach understates the growth in the real hourly wage due to the return of low-wage jobs 
that mechanically generated the appearance of slower wage growth and therefore distort any comparison 
of close percentiles, especially for low-wage workers. To partially address that issue, the analysis with this 
approach is limited to real wage growth for workers at the 10th, 50th, and 90th percentiles rather than the 
more comprehensive wage distribution used for the first approach.

When measured as either the average annual real growth rate over the past two years or the real growth rate 
over the past year, the key finding is that real hourly wages in the U.S. and, even more so, in Connecticut 
have grown more for low-wage workers (10th percentile) and middle-wage workers (50th percentile) than 
for high-wage workers (90th percentile), which is a break from the dominant trend over the past four 
decades. Specifically, in Connecticut, at the 10th percentile, real growth in the hourly wage was 5.7 percent 
a year on average over the past two years and 3.8 percent over the past year; at the 50th percentile, real 
growth in the hourly wage was 4 percent a year on average over the past two years and 0.7 percent over the 
past year; and at the 90th percentile, real growth in the hourly wage was 1.1 percent a year on average over 
the past two years and -3.9 percent over the past year.

Key Issues Concerning Connecticut’s Wage Growth, Inequality, and Gaps

limited to respondents in Connecticut and in months four or eight of the survey (i.e., the outgoing rotation 
group). That modified dataset is then used to calculate Connecticut-specific wage estimates overall, by 
major demographic group, and by major sector and industry using the “wage” variable, which is adjusted 
to address top-coding.24 In general, the methodology used here for developing Connecticut-specific wage 
estimates follows EPI’s methodology for generating national-level wage estimates. For a more detailed 
explanation, see EPI’s “methodology for measuring wages and benefits.”25 
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Figure 2.  Average Annual Real Growth in Hourly Wage by Percentile, 2019–2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.

Figure 3.  Annual Real Growth in Hourly Wage by Percentile, 2021 Q1–2022 Q1

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.
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The recent greater real wage growth for low- and middle-wage workers in Connecticut is due in large part 
to the increase in the minimum wage and the tightening of the labor market. Two major factors largely 
generated the recent greater growth in the hourly wage for low- and middle-wage workers in Connecticut 
compared to high-wage workers. The first major factor is the increase in the minimum wage. In 2019, 
Connecticut passed a law raising the minimum wage in steps: to $11 in October 2019, to $12 in September 
2020, to $13 in August 2021, to $14 in July 2022, to $15 in June 2023, and starting in 2024 the minimum 
wage will increase based on the annual percentage change in the employment cost index (ECI) for wages 
and salaries for all civilian workers, as calculated by the Bureau of Labor Statistics.32 Notably, the increase 
in the minimum wage from $11 to $12 in 2020 generated nominal (non-inflation-adjusted) wage growth 
of 9.1 percent and real (inflation-adjusted) wage growth of 8 percent, and the increase from $12 to $13 
in 2021 generated nominal wage growth 8.3 percent and real wage growth of 3.2 percent.33 In addition 
to generating wage growth for the lowest-wage workers, increasing the minimum wage generates wage 
growth for workers earning above the minimum wage. Addressing this “ripple effect,” one economist 
explains, “Imagine all firms occupy rungs on a ladder, ranked by how well they pay their workers. After a 
minimum wage increase, the lowest paying firms raise their wage to the new minimum. This leads the next 
rungs of higher-paying firms to raise wages as well—to increase their ability to recruit and retain workers 
who would have better options elsewhere due to the minimum wage increase. The minimum wage then 
filters its way up the labor market, with ripple effects declining in influence further up the ladder.”34 

The second major factor generating greater wage growth for low- and middle-wage workers is the tightening 
of the labor market. As addressed in last year’s report, research from the Federal Reserve Bank of St. Louis 
explains that “labor market conditions affect high-wage and low-wage earners differently. … [W]orkers at 
and above the median wage have a higher job-finding rate and are more likely to be able to move directly 
from job to job. … In contrast, workers below the median wage are less likely to be able to move directly 
from job to job and have a lower job-finding rate. These workers have fewer alternatives than higher-paid 
workers, so an improvement in labor market conditions more directly impacts their bargaining power and 
their wages.”35 Providing evidence in support of the preceding claim, research from the Economic Policy 
Institute finds that in the U.S. a 1 percentage point decrease in the unemployment rate results in annual wage 
growth that is 0.5 to 1.5 percentage points greater for workers at the 10th percentile, 0.4 to 0.9 percentage 
points greater for workers at the 50th percentile, and 0.3 to 0.5 percentage points greater for workers at the 
90th percentile.36  

To be clear, although Connecticut’s labor market is not as tight as the U.S. labor market based on the 
indicators reviewed earlier, Connecticut’s labor market has tightened significantly over the course of the 
current recovery. For example, the unemployment rate decreased from a high of 11.4 percent in 2020 to 
3.7 percent in July 2022, which is higher than the unemployment rate of 3.5 percent for the U.S. during 
the same month but is relatively low by historical standards. Moreover, unlike the federal minimum wage, 
which last increased in 2009, Connecticut has increased its minimum wage every year since 2019 and that 
has worked together with the tightening labor market to generate greater wage growth for low- and middle-
wage workers in Connecticut compared to both high-wage workers in Connecticut and other low- and 
middle-wage workers in the U.S.37 
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Figure 4.  Hourly Wage by Percentile, 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.

The recent greater real wage growth for low- and middle-wage workers in Connecticut is essential for 
reducing the state’s high level of wage inequality and in turn income and wealth inequality. Figure 4 shows 
the high level of wage inequality in the U.S. and Connecticut in 2021.38 In the U.S., workers made $11.75 
per hour at the 10th percentile of the wage distribution, $21.37 at the 50th percentile (the median or typical 
worker), and $52.88 at the 90th percentile. Put in terms of wage inequality—the 90/10 ratio and the 90/50 
ratio—workers at the 90th percentile made 4.5 times more per hour than workers at the 10th percentile and 
2.5 times more than workers at the 50th percentile. In comparison, workers in Connecticut made $13.00 
per hour at the 10th percentile, $24.79 at the 50th percentile, and $62.50 at the 90th percentile. Put in terms 
of wage inequality, workers at the 90th percentile made 4.8 times more per hour than workers at the 10th 
percentile and 2.5 times more than workers at the 50th percentile. 

Although there is a high level of wage inequality in both the U.S. and Connecticut, wage inequality—
specifically, the 90/10 ratio—is greater in Connecticut due to the relatively higher level of wages at the top 
of the distribution. This higher level of wage inequality in turn contributes to Connecticut’s higher level of 
income and wealth inequality compared to the U.S. because wages and salaries are the largest component 
of income, and income is a major component of wealth.39 Importantly, however, the recent greater real wage 
growth for low- and middle-wage workers is helping to offset the state’s high level of wage inequality and 
in turn income and wealth inequality.

Public sector jobs are essential for reducing Connecticut’s high level of wage inequality. Figure 5 shows 
the hourly wage in Connecticut in 2021 by percentile for public sector workers and private sector workers 
compared to all workers.40 In the public sector, workers made $15 per hour at the 10th percentile of the 
wage distribution, $31.25 at the 50th percentile, and $50.55 at the 90th percentile. Put in terms of wage 



inequality—the 90/10 ratio and the 90/50 ratio—public sector workers at the 90th percentile made 3.4 
times more per hour than public sector workers at the 10th percentile and 1.6 times more than public sector 
workers at the 50th percentile. In comparison, workers in the private sector made $13 per hour at the 10th 
percentile, $24 at the 50th percentile, and $64.90 at the 90th percentile. Put in terms of wage inequality, 
private sector workers at the 90th percentile made 5 times more per hour than private sector workers at the 
10th percentile and 2.7 times more than private sector workers at the 50th percentile. The lower level of 
wage inequality for public sector workers compared to private sector workers based on both the 90/10 ratio 
(3.4 times compared to 5 times) and the 90/50 ratio (1.6 times compared to 2.7 times) demonstrates that 
public sector jobs are essential for reducing Connecticut’s high level of wage inequality and in turn income 
and wealth inequality. Conversely, the loss of public sector jobs contributes to higher wage inequality and 
in turn higher income and wealth inequality. This finding is especially important considering both the high 
levels of wage inequality in Connecticut before the pandemic-induced recession and the fact that as of July 
2022, Connecticut has lost 3.8 percent of public sector jobs since February 2020 compared to 2.1 percent 
of private sector jobs.41 

Union coverage is essential for reducing Connecticut’s high level of wage inequality. Table 3 shows by 
major sector and industry in Connecticut in 2021 multiple measures of the hourly wage (average, 10th 
percentile, 50th percentile, and 90th percentile) and it also shows the key wage factors of age (a proxy 
for experience), education, and union coverage.42 As reviewed above, public sector jobs are essential for 
reducing Connecticut’s high level of wage inequality. This is due in large part to the difference in union 
coverage, which ranged from 69 percent of public sector workers to 9 percent of private sector workers. 
There is also substantial variation in union coverage by major industry within the private sector and, 
relatedly, substantial variation in wage inequality. For example, construction is the private sector industry 
with both the highest level of union coverage and the lowest level of wage inequality: construction workers 
at the 90th percentile (paid $49 per hour) made 3.1 times more than construction workers at the 10th 
percentile (paid $16 per hour) and made 2 times more than construction workers at the 50th percentile (paid 
$24 per hour), for an average (90/10 and 90/50) wage inequality ratio of 2.6 and a union coverage level of 
15 percent. Equally notable, when excluding information, the smallest private sector industry, professional 
and business services (PBS) is the private sector industry with both the lowest level of union coverage and 
the highest level of wage inequality: PBS workers at the 90th percentile (paid $99.82 per hour) made 7.3 
times more than PBS workers at the 10th percentile (paid $13.64 per hour) and made 3.2 times more than 
PBS workers at the 50th percentile (paid $31.25 per hour), for an average (90/10 and 90/50) wage inequality 
ratio of 5.3 and a union coverage level of only 3 percent. For a more comprehensive analysis of the major 
industries, union coverage is a statistically significant predicator of wage inequality when controlling for 
age and education. Specifically, for both the 90/10 ratio and the 90/50 ratio, a higher level of union coverage 
is associated with a lower level of wage inequality.
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Figure 5.  Hourly Wage for Public and Private Sector, Connecticut 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.

Table 3. Hourly Wage and Key Factors by Major Sector/Industry, Connecticut 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.
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Increases in age, education, and union coverage are all associated with a higher hourly wage. These key 
wage factors vary across major sectors and industries as well as across major demographic groups and 
explain some but not all of the variation in the hourly wage. Table 4 shows by major demographic group in 
Connecticut in 2021 multiple measures of the hourly wage (average, 10th percentile, 50th percentile, and 
90th percentile) and it also shows the key wage factors of age, education, and union coverage.43 Below is 
first an overview of the three key wage factors.

Age. Among all workers in 2021, the average age was 43, and an increase in age was associated with a 
higher hourly wage. For example, the median hourly wage increased from $12.65 for workers 16 to 19 
years old, to $15 for workers 20 to 24 years old, to $26 for workers 25 to 54 years old, and to $28.85 for 
workers 55 years old and over. 

Education. Among all workers in 2021, 46.7 percent had a bachelor’s degree or higher, and more education 
was associated with a higher wage. For example, the median hourly wage increased from $13.20 for workers 
with less than a high school degree, to $19 for workers with a high school degree, to $20 for workers with 
some college, and to $37.02 for workers with a bachelor’s degree or higher.

Union coverage. Among all workers in 2021, 16.2 percent were covered by a union, and union coverage was 
associated with a higher hourly wage for most workers, except for those at the top of the wage distribution. 
For example, at the 10th percentile, a worker with union coverage made $15 per hour compared to $12.75 
for a worker without union coverage. Likewise, at the 50th percentile, a worker with union coverage made 
$28.50 per hour compared to $24 for a worker without union coverage. However, at the 90th percentile, a 
worker with union coverage made $48.08 per hour compared to $67 per hour for a worker without union 
coverage.

The key wage factors of age, education, and union coverage vary substantially by gender and race and 
ethnicity and explain some though not all of the variation in the hourly wage across major demographic 
groups. Below is a descriptive overview of the hourly wage and key factors by gender and race and ethnicity. 
Following the descriptive overview, a more comprehensive analysis of the gender wage gap, racial wage 
gap, and ethnic wage gap is provided.

Among men that worked in 2021: 

• The median hourly wage was $27.47 and the average hourly wage was $37.78, which was 
higher respectively than the median hourly wage and the average hourly wage for all workers 

• The hourly wage ranged from $13.88 at the 10th percentile to $74.47 at the 90th percentile, 
which was higher than the hourly wage for the respective percentiles for all workers

• The average age was 42.9, which was lower than the average age for all workers

• The percentage with a bachelor’s degree or higher was 43.3, which was lower than for all 
workers

• The percentage with union coverage was 12.8 percent, was is lower than for all workers

• Overall, the four wage measures were higher compared to all workers, and the three key wage 
factors were lower compared to all workers
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Among women that worked in 2021:

• The median hourly wage was $22.41 and the average hourly wage was $30.46, which was lower 
respectively than the median hourly wage and the average hourly wage for all workers

• The hourly wage ranged from $12.50 at the 10th percentile to $54.63 at the 90th percentile, 
which was lower than the hourly wage for the respective percentiles for all workers

• The average age was 43.1, which was higher than the average age for all workers

• The percentage with a bachelor’s degree or higher was 50.1, which was higher than for all 
workers

• The percentage with union coverage was 19.5, which was higher than for all workers

• Overall, the four wage measures were lower compared to all workers, and the three key wage 
factors were higher compared to all workers

Among white workers in 2021: 

• The median hourly wage was $28 and the average hourly wage was $37.39, which was higher 
respectively than the median hourly wage and the average hourly wage for all workers

• The hourly wage ranged from $14 at the 10th percentile to $74.47 at the 90th percentile, which 
was higher than the hourly wage for the respective percentiles for all workers

• The average age was 45, which was higher than the average age for all workers

• The percentage with a bachelor’s degree or higher was 52.1, which was higher than for all 
workers

• The percentage with union coverage was 16.1, which was lower than for all workers 

• Overall, the four wage measures were higher compared to all workers, and two of the three key 
wage factors were higher compared to all workers
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Among Black workers in 2021:

• The median hourly wage was $20 and the average hourly wage was $27.99, which was lower 
respectively than the median hourly wage and the average hourly wage for all workers

• The hourly wage ranged from $12.50 at the 10th percentile to $50 at the 90th percentile, which 
was lower than the hourly wage for the respective percentiles for all workers

• The average age was 41.5, which was lower than the average age for all workers

• The percentage with a bachelor’s degree or higher was 34.5, which was lower than for all 
workers

• The percentage with union coverage was 22.6, which was higher than for all workers

• Overall, the four wage measures were lower compared to all workers, and two of the three key 
wage factors were lower compared to all workers

Among Asian workers in 2021: 

• The median hourly wage was $30 and the average hourly wage was $40.30, which was higher 
respectively than the median hourly wage and the average hourly wage for all workers

• The hourly wage ranged from $13 at the 10th percentile to $96.50 at the 90th percentile, the 
former wage was equal to the average for all workers at the respective percentile and the latter 
wage was higher at the respective percentile

• The average age was 42.5, which was lower than the average age for all workers

• The percentage with a bachelor’s degree or higher was 71.3, which was higher than for all 
workers

• The percentage with union coverage was 10.5, which was lower than for all workers

• Overall, three of the four wage measures were higher compared to all workers, and two of three 
key wage factors were lower compared to all workers

Among Hispanic or Latino/a/x workers in 2021: 

• The median hourly wage was $18 and the average hourly wage was $24.89, which was lower 
respectively than the median hourly wage and the average hourly wage for all workers

• The hourly wage ranged from $12 at the 10th percentile to $46.63 at the 90th percentile, which 
was lower than the hourly wage for the respective percentiles for all workers

• The average age was 37.4, which was lower than the average age for all workers

• The percentage with a bachelor’s degree or higher was 27.9, which was lower than for all 
workers

• The percentage with union coverage was 13.6, which was lower than for all workers

• Overall, four of the wage measures were lower compared to all workers, and the three key wage 
factors were lower compared to all workers
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Table 4.  Hourly Wage and Key Wage Factors by Demographic, Connecticut 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculation

The gender wage gap is substantial and increases at higher wage percentiles, connecting the gender wage 
gap to wage inequality. Figure 6 shows the unadjusted gender wage gap by percentile in Connecticut in 
2021.44 This is measured as the amount that women earned for each dollar that men earned at the same 
wage percentile, and it ranged from $0.90 at the 10th percentile to $0.73 at the 90th percentile. The smaller 
gap for low-wage workers is due in part to the minimum wage, which sets a floor for all workers. The larger 
gap for high-wage workers connects the gender wage gap to wage inequality, and research finds that the 
increase is due in part to the decreased ability of women to work long, inflexible hours often required in 
high-wage professions because of the disproportionate responsibilities that women take on for housework 
and child care compared to men.45

The gender wage gap remains substantial even when controlling for the key wage factors of experience, 
education, union coverage, and more. Figure 7 shows the unadjusted and adjusted average gender wage 
gap in Connecticut in 2021.46 The unadjusted average gender wage gap was $0.81 and it is measured as 
the amount that women earned on average for each dollar that men earned. This wage gap is “unadjusted” 
because it does not control for differences in key wage factors. The adjusted gender wage gap was $0.84 
and it is measured as the amount that women earned on average for each dollar that men earned when 
using multivariate regression to control for differences in experience, education, union coverage, race 
and ethnicity, hours worked, and labor market sector, industry, and occupation. In simple terms, this is 
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an estimate of the impact of gender discrimination on pay for equivalent work after controlling for the 
potential impact of gender discrimination in limiting the opportunities available to women before they ever 
even bargain over their wages.

The Black-white wage gap is substantial and increases at higher wage percentiles, connecting the racial 
wage gap to wage inequality. Figure 8 shows the unadjusted Black-white wage gap by percentile in 
Connecticut in 2021.47 This is measured as the amount that Black workers earned for each dollar that white 
workers earned, and it ranged from $0.89 at the 10th percentile to $0.67 at the 90th percentile. The smaller 
gap for low-wage workers is due in part to the minimum wage, which sets a floor for all workers. The 
larger gap for high-wage worker connects the racial wage gap to wage inequality, and research finds that 
the increase is due in part to occupational segregation, with white workers disproportionately occupying 
the highest-wage jobs.48

The Black-white wage gap remains substantial even when controlling for the key wage factors of experience, 
education, union coverage, and more. Figure 9 shows the unadjusted and adjusted average Black-white 
wage gap in Connecticut in 2021.49 The unadjusted average Black-white wage gap was $0.75 and it is 
measured as the amount that Black workers earned on average for each dollar that white workers earned. 
The adjusted average Black-white wage gap was $0.88 and it is measured as the amount that Black workers 
earned on average for each dollar that white workers earned when using multivariate regression to control 
for differences in experience, education, union coverage, gender, hours worked, and labor market sector, 
industry, and occupation. In simple terms, this is an estimate of the impact of racial discrimination on 
pay for equivalent work after controlling for the potential impact of racial discrimination in limiting the 
opportunities available to Black workers before they ever even bargain over their wages.

The Hispanic or Latino/a/x-white wage gap is substantial and increases at higher wage percentiles, 
connecting the ethnic wage gap to wage inequality. Figure 10 shows the unadjusted Hispanic or Latino/
a/x-white wage gap by percentile in Connecticut in 2021.50 This is measured as the amount that Hispanic 
or Latino/a/x workers earned for each dollar that white workers earned, and it ranged from $0.86 at the 
10th percentile to $0.63 at the 90th percentile. The smaller gap for low-wage workers is due in part to the 
minimum wage, which sets a floor for all workers. The larger gap for high-wage worker connects the ethnic 
wage gap to wage inequality and, similar to the Black-white wage gap, is likely due in part to occupational 
segregation, with white workers disproportionately occupying the highest-wage jobs.51

The Hispanic or Latino/a/x-white wage gap remains substantial even when controlling for the key wage 
factors of experience, education, union coverage, and more. Figure 11 shows the unadjusted and adjusted 
average Hispanic or Latino/a/x-white wage gap in Connecticut in 2021.52 The unadjusted average Hispanic 
or Latino/a/x-white wage gap was $0.67 and it is measured as the amount that Hispanic or Latino/a/x 
workers earned on average for each dollar that white workers earned. The adjusted average Hispanic or 
Latino/a/x-white wage gap was $0.93 and it is measured as the amount that Hispanic or Latino/a/x workers 
earned on average for each dollar that white workers earned when using multivariate regression to control 
for differences in experience, education, union coverage, gender, hours worked, and labor market sector, 
industry, and occupation. In simple terms, this is an estimate of the impact of ethnic discrimination on 
pay for equivalent work after controlling for the potential impact of ethnic discrimination in limiting the 
opportunities available to Hispanic or Latino/a/x workers before they ever even bargain over their wages.
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Figure 6.  Unadjusted Gender Wage Gap by Percentile, Connecticut 2021

 *Data from EPI’s extracts of the Current Population Survey and authors’ calculations.

Figure 7. Unadjusted and Adjusted Average Gender Wage Gap, Connecticut 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.
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Figure 8.  Unadjusted Racial Wage Gap by Percentile, Connecticut 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.

Figure 9. Unadjusted and Adjusted Average Racial Wage Gap, Connecticut 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.
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*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.

Figure 10.  Unadjusted Ethnic Wage Gap by Percentile, Connecticut 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.

Figure 11. Unadjusted and Adjusted Average Ethnic Wage Gap, Connecticut 2021

*Data from EPI’s extracts of the Current Population Survey and authors’ calculations.
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Policy Recommendations
To address some of the key issues reviewed in the previous sections, this section provides policy 
recommendations in four broad categories: strengthen the minimum wage; strengthen the labor market and 
economy; strengthen worker power, especially for workers without union coverage; and strengthen worker 
power through increased union coverage.

Strengthen the minimum wage. Three options include: inflation index Connecticut’s 
income tax to prevent a built-in annual tax increase on minimum-wage workers; 
maintain the scheduled annual increase in the minimum wage even if a recession 
occurs; and increase the minimum wage to a living wage.

Table 5.  Estimated Minimum Wage and Income Tax Burden

*Data from U.S. Bureau of Labor Statistics, CT Department of Revenue Services, and authors’ 
calculations. Estimated minimum wage per hour is calculated using the average increase in the ECI since 
2017 and annual salary is calculated using 40 hours per week. CT income tax is calculated for a single tax 
filer and does not include the CT EITC.

Inflation index Connecticut’s income tax to prevent a built-in annual tax increase on minimum-wage workers. 
As reviewed in the report, the minimum wage is essential for boosting wage growth and reducing wage 
inequality and gaps; and starting in 2024, the $15 per hour minimum wage will increase each year based on the 
annual percentage change in the employment cost index. The purpose of the annual adjustment is to prevent 
the purchasing power of the minimum wage from diminishing as the cost of living increases. However, the 
key components of Connecticut’s income tax are not indexed to inflation and therefore, as Table 5 shows, 
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the effective income tax rate—measured as the tax burden as a percentage of income—increases each 
year for a minimum wage worker, which then diminishes the positive impact of the minimum wage.53 For 
example, a full-time minimum wage worker in 2023 making $15 per hour will pay an estimated 1.9 percent 
of their income in Connecticut’s income tax, whereas a full-time minimum wage worker in 2033 making 
$20.19 per hour—intended to provide roughly the same standard of living as $15 per hour in 2023 based on 
annual ECI adjustments—will pay an estimated 3.9 percent of their income in Connecticut’s income tax. 
This built-in annual tax increase on minimum wage workers will become especially problematic in 2023 
because once the minimum wage reaches $15 per hour, the income tax exemption for a full-time minimum 
wage worker begins to phase out. To prevent this annual tax increase, policymakers could inflation index 
the key components of Connecticut’s income. For a more detailed overview of Connecticut’s tax system 
and the impact of inflation on the income tax, see CT Voices’ recent report, “Steps to a Fairer Tax System.”54 

Maintain the scheduled annual increase in the minimum wage even if a recession occurs. Connecticut law 
states, “After two consecutive quarters of negative growth in the state’s real gross domestic product,” which 
is a common measure of a recession, “the Labor Commissioner shall report his or her recommendations, in 
writing, to the Governor regarding whether any scheduled increases in the minimum fair wage … should be 
suspended. Upon receiving the report, the Governor may submit his or her recommendations regarding the 
suspension of such minimum fair wage increases to the General Assembly.”55 Importantly, the recent historic 
rise in inflation over the past year—which preceded the start of the automatic annual ECI adjustments—has 
already substantially diminished the purchasing power of the recent increases in the minimum wage and 
the suspension of any annual increase in the minimum wage moving forward would only further weaken its 
purchasing power and the intended benefits of the legislation in 2019 that increased the minimum wage. To 
prevent the further weakening of the minimum wage, policymakers could maintain the scheduled annual 
increase even if a recession occurs.

Increase the minimum wage to a living wage. The two preceding policy options would simply prevent the 
further weakening of the minimum wage relative to the intended purchasing power based on the legislation 
in 2019 that increased the minimum wage over several years. To provide even more support for low-wage 
workers, policymakers could begin to increase the minimum wage to a living wage. Using the Economic 
Policy Institute’s “family budget calculator,” which is designed to “provide a more accurate and complete 
measure of economic security” compared to the federal poverty or supplemental poverty thresholds, Table 
6 shows what a single worker in Connecticut would need to earn “in order to attain a modest yet adequate 
standard of living.”56 The living wage estimate ranges from $19.22 per hour in Hartford County to $22.80 
per hour in Fairfield County and the average for Connecticut is $20.52. The average living wage estimate 
is higher than the hourly wage for workers at the 30th percentile (paid $17 per hour) and it is higher than 
the hourly wage for the median Black worker (paid $20 per hour) and the median Hispanic or Latino/a/x 
worker (paid $18 per hour), meaning increasing the minimum wage to a living wage would directly support 
the bottom 30 percent of workers as well as a majority of Black and Hispanic or Latino/a/x workers, who 
are disproportionately low-wage workers.
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Table 6.  Estimate of Living Wage for a Worker in Connecticut

*Data from the Economic Policy Institute and authors’ calculations.

Strengthen the labor market and economy. Two options include: make child care 
more accessible and affordable, and make Connecticut’s tax system fairer.

Make child care more accessible and affordable. As detailed in CT Voices’ most recent State of Early 
Childhood report, Connecticut has a shortage of child care slots and the child care that is available is often 
unfordable for families.57 Also, as detailed in this report, the labor force participation rate in Connecticut 
was 64.5 percent in July 2022, down from 66.9 percent in February 2020, a 2.4 percentage point reduction 
compared to a 1.3 percentage point reduction for the U.S. as a whole. Even more notable, in July 2022, 
70 percent of men in Connecticut were in the labor force compared to 59.3 percent of women, a gap of 
10.7 percentage points. A major contributing factor is that women disproportionately take on child care 
responsibilities when paid care is not available or affordable. Making permanent and/or further increasing 
the expanded funding provided in the fiscal year 2023 budget adjustment for child care would strengthen 
the labor market and economy both by increasing the number and pay of child care jobs and by increasing 
the labor force participation rate for workers that depend on child care but currently do not have access or 
cannot afford it.

Make Connecticut’s tax system fairer. Connecticut’s unfair, or regressive, tax system hurts the labor market 
and slows economic growth by disproportionately burdening low- and middle-wage workers because those 
workers spend a greater percentage of their income on goods and services than the wealthy. In economic 
terms, low- and middle-wage workers have a higher marginal propensity to consume. Based in large part 
on variation in the consumption and savings practices of workers at different income levels, the fiscal 
multiplier—the ratio of the change in economic output to the change in government spending or taxes—
varies substantially across policies. In particular, a fiscal multiplier greater than one means that economic 
output increases by more than a dollar for each additional dollar in government spending or tax cuts. This is 
due to the direct effect on economic output as well as the positive indirect effects that arise when the direct 
effect spreads throughout the economy. In contrast, a fiscal multiplier less than one means that economic 
output increases by less than a dollar for each additional dollar in government spending or tax cuts. This is 
due to the more limited direct effect on economic output as well as possible negative indirect effects that 
arise.58 
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For a prominent estimate of these dynamics, Table 7 shows the tax multipliers used by Moody’s Analytics, 
the firm that provides economic projections for Connecticut’s Office of Fiscal Analysis.59 For example, a $1 
tax cut in the form of the child tax credit (CTC) has an estimated expansionary effect on economic output 
equal to $1.25. The CTC has a high fiscal multiplier because it primarily benefits low- and middle-wage 
workers, two groups with a relatively high marginal consumption rate. In contrast, a $1 tax increase in the 
form of a dividends and capital gains tax has an estimated contractionary effect on economic output equal 
to $0.38. A tax on investment income has a low fiscal multiplier because it primarily applies to the wealthy, 
a group with a relatively low marginal consumption rate and a relatively high marginal savings rate. Put 
together, revenue-neutral tax reform comprised of a CTC and an equal-sized tax on dividends and capital 
gains (or some other tax on the wealthy) would strengthen the labor market and the economy, which would 
boost wage growth for low- and middle-wage workers and reduce gender, racial and ethnic wage gaps; at 
the same time, it would increase the post-tax income for low- and middle-wage workers, especially workers 
of color, by reducing their unfair tax burden. Revenue from progressive taxes on the wealthy could also 
be used, for example, to inflation index Connecticut’s income tax, to make child care more accessible and 
affordable, and to fill public sector jobs.

Table 7. Tax Policy Multiplier Estimates

*Data from Moody’s Analytics.

Strengthen worker power, especially for workers without union coverage. Two op-
tions include: require employers to provide a fair work week schedule for low-wage 
workers, and limit the ability of employers to use noncompete agreements for low-
wage workers.

Require employers to provide a fair work week schedule for low-wage workers. Unpredictable work 
schedules negatively impact the health, well-being, and economic security of hourly wage workers. In 
particular, an unpredictable work schedule limits the ability of a hourly wage worker to know how much 
money they will earn each week and whether the amount will be sufficient to make ends meet; it limits their 
ability to work a second job to supplement their income if they do not know in advance the hours that they 
will work; it limits their ability to go back to school and improve their employment prospects; it limits their 
ability to plan for child care; and it limits their ability to schedule something as simple and important as a 
doctor’s appointment for themselves or their children.60



CONNECTICUT VOICES FOR CHILDREN: STaTE OF WORkINg CONNECTICUT, 2022 | 30

To address the problem of an unpredictable work schedule, which disproportionately impacts women and 
workers of color, especially when they require child care, policymakers could require employers to provide 
a fair work week schedule for low-wage workers in occupations with relatively unpredictable schedules. 
For example, this past legislative session, the Labor and Public Employees Committee supported a bill that, 
among its many features, would require certain employers to take the following steps for employees in 
wholesale, retail, or restaurant occupations, and certain occupations in hotels or residential care facilities: 
(1) “Upon hiring an employee, an employer shall” first “obtain a written statement of the employee’s desired 
number of weekly work hours and the days and times the employee is available to work” and an employer 
shall then “provide the employee with a written estimate of the employee’s work schedule.” (2) “Not later 
than fourteen days prior to the first date of the seven-day period of any work schedule, an employer shall 
post the work schedule in a conspicuous place that is readily accessible and visible to all employees at the 
workplace and shall transmit such schedule to each employee.” (3) “An employer shall provide to each 
employee written notice of any work schedule change as soon as possible and prior to such change taking 
effect. Not later than twenty-four hours after making a change to the work schedule, the employer shall 
revise the posted work schedule to reflect the change. An employee may decline to work any hours not 
included in the posted work schedule.” (4) With certain exceptions, an employer shall pay an employee 
“one hour of pay at the employee’s regular rate for each instance that the employer, less than seven days 
prior to the commencement of scheduled work hours, adds one or more hours of work or changes the date, 
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time or location of a work shift without a reduction of hours.” An employer shall also pay an employee 
“one-half of the employee’s regular rate for any scheduled work hours the employee does not work due to 
the employer cancelling or reducing the employee’s scheduled work hours.” Additionally, the bill empowers 
the Labor Commissioner “to implement and enforce the provisions” and it mandates that an “employer that 
knowingly violates a provision … pay a civil penalty of two hundred dollars to the Labor Commissioner for 
each employee affected by the violation during each pay period the violation continued.”61 

Limit the ability of employers to use noncompete agreements for low-wage workers. A noncompete 
agreement “restrains a worker from, or imposes penalties on a worker for, engaging in any lawful profession, 
occupation, trade, calling or business of any kind in any geographic area of the state for any period of 
time after separation from employment.”62 The alleged purpose of making employees sign noncompete 
agreements is to prevent them from carrying trade secrets and intellectual property to new employers. 
However, noncompete agreements have become increasingly common for low-wage workers and in practice 
they limit the ability of those workers to change their jobs and increase their pay. Reviewing the leading 
research on this problem, a recent study by the U.S. Treasury Department explains, “By design, non-compete 
agreements limit employees’ outside options, which, in turn, weakens workers’ bargaining power and raises 
hiring costs for other firms. The limits are typically within a geographic area for a specific period and within 
a set of relatively similar occupations or industries but may be much broader.” Researchers “show how 
this narrowing of outside options reduces employee bargaining power relative to their employer. All else 
equal, this leads to what they call a ‘lock-in’ effect: lower worker mobility and longer tenure, as well as a 
flat or declining wage profile.”63 Additionally, a report by EPI highlighted the increasingly common use of 
noncompete agreements for low-wage workers. For example, for workplaces in the U.S. with an average 
wage $13 to $17 an hour, 31 percent made all of their employees sign noncompete agreements and 57 
percent made at least some of their employees do so.64 

To support low-wage workers, which disproportionately includes women and workers of color, policymakers 
could limit the ability of employers to use noncompete agreements. For example, this past legislative session, 
the Labor and Public Employees Committee supported a bill that, among its many features, would make 
noncompete agreements enforceable only if all of the following conditions are met: (1) the noncompete 
agreement “restricts the worker’s competitive activities for a period of not more than one year”; (2) it “is 
necessary to protect a legitimate business interest of the employer and such business interest could not 
reasonably be protected by less restrictive means”; (3) it “is no more restrictive than necessary to protect such 
business interest in terms of the covenant’s duration, geographic scope, type of work and type of employer”; 
(4) it applies only to an “exempt employee” earning at least “three times the minimum fair wage” or “an 
independent contractor” earning at least “five times such minimum fair wage”; (5) it “is provided to the 
worker not later than ten business days prior to … the worker’s deadline to accept an offer … or … the date 
such covenant is signed, whichever is earlier”; (6) it “contains a statement of the worker’s rights regarding 
covenants not to compete”; (7) it “is signed by the worker and the employer or contractor separately from 
any other agreement underlying the relationship between the worker and the employer or contractor”; 
(8) if it “is added to an existing employment or independent contractor relationship, it is supported by 
sufficient consideration independent from continuation of the employment or contractor relationship”; (9) 
the “employment or contractual relationship was not terminated by the worker for good cause attributable 
to the employer or contractor”; (10) it “does not require the worker to submit to adjudication in a forum 
outside of this state or otherwise purport to deprive the worker of the protections or benefits of this section”; 
and (11) it “does not unreasonably interfere with the public’s interests and is consistent with the provisions 
of this section, other laws of this state and public policy.”65  
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Strengthen worker power through increased union coverage. One option includes: 
provide sufficient funding to fill public sector jobs. 

As reviewed earlier, 69 percent of workers in the public sector in Connecticut in 2021 were covered by a 
union compared to 9 percent of private sectors workers. Relatedly, the wage distribution for public sector 
workers helped to reduce wage inequality, whereas the distribution for private sector workers increased 
wage inequality. Providing sufficient funding to fill public sector jobs would therefore simultaneously 
strengthen the labor market and economy and reduce wage inequality and gender, racial and ethnic wage 
gaps. In addition to the above benefits, some public sector jobs, such as auditors at the Department of 
Revenue Services, would generate substantial tax revenue. Other public sector jobs, such as staff in the 
Department of Labor, would help to ensure the enforcement of, for example, the fair work week legislation 
if passed and the captive audience legislation passed earlier this year, which is designed to strengthen 
worker power and union coverage.

For a more extensive estimate of the public sector job shortfall than used earlier, Figure 12 shows the 
change in employment in Connecticut since the Great Recession.66 The key takeaway is that, similar to 
the recovery from the recent recession, the loss of public sector jobs slowed Connecticut’s recovery from 
the Great Recession and the state never fully recovered those jobs. Accordingly, if the pandemic-induced 
recession is used as a baseline, public sector employment is down 9,000 jobs (-3.8 percent)—or, more 
specifically, down 4,300 jobs (-6 percent) for state government and down 4,600 jobs (-3.1 percent) for local 
government. However, if the Great Recession is used as a baseline, public sector employment is down 
29,500 jobs (-11.5 percent)—or, more specifically, down 7,800 jobs (-10.3 percent) for state government 
and down 20,600 jobs (-12.7 percent) for local government.

Figure 12. Change in Employment in Connecticut Since the Great Recession

*Data (seasonally adjusted) from the U.S. Bureau of Labor Statistics and authors’ calculations.
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Conclusion
Similar to the recoveries from the past three recessions, Connecticut’s job recovery from the pandemic-
induced recession of 2020 continues to lag the job recovery for the U.S. as a whole. Specifically, as of July 
2022—the most recent month data are available—Connecticut is on track to close its job shortfall in June 
2023, nearly a year after the U.S., which already closed its job shortfall. The other major dynamic in the labor 
market during the ongoing recovery is that wage growth for low- and middle-wage workers in Connecticut 
has outpaced wage growth for low- and middle-wage workers in the U.S. and it has also outpaced wage 
growth for high-wage workers in both the U.S. and Connecticut. This exceptional wage growth dynamic 
is helping to reduce wage inequality and raise the standard of living for low- and middle-wage workers in 
Connecticut, especially low-wage workers. At the same time, the slower job recovery is contributing to a 
slower economic recovery more broadly that is limiting the tax revenue available to establish a permanent, 
fair tax system and make sustained, critical investments, both of which are essential for further raising the 
standard of living for low- and middle-wage workers. In addition to providing an overview of those key 
issues, this report provided policy recommendations to strengthen Connecticut’s labor market and economy 
and to maintain strong wage growth for low- and middle-wage workers.

*Data (seasonally adjusted) from the U.S. Bureau of Labor Statistics and authors’ calculations.
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