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This research brief is drawn from the 2026 edition of The State of Working Connecticut, which also 
examines the labor force and unemployment, prices and wages, and policy options. This brief 
examines economic growth using three related measures: jobs, output, and income. For all three, 
Connecticut’s economy has grown far more slowly than the nation’s economy for decades, with 
harmful consequences for the state’s workers and households, operating through both the growth of 
their earnings from work and overall income, and the state’s fiscal capacity to provide support. 
 
Jobs 
 
Each month, the U.S. Bureau of Labor Statistics measures nonfarm employment at the national and 
state levels using the Current Employment Statistics survey. Nonfarm employment is the most 
prominent measure of jobs and counts those at private nonfarm businesses and government agencies 
and excludes farmworkers, the self-employed, and private household workers. 
 
Jobs are important because they are generally the primary source of income, health insurance, and 
retirement savings for households. Also, job growth is important because, together with labor 
productivity growth, it drives output and income growth, as addressed in the subsequent sections. The 
resulting output and income growth benefits households in two ways: by raising earnings from work 
and overall income; and by expanding the state’s tax base and making its fiscal controls less 
restrictive, increasing the state’s capacity to provide support, especially for low- and middle-income 
households who most need that support. 
 
Total Job Growth 
 
From 1990 through 2025, Connecticut’s job growth was the slowest of all 50 states, leaving it with 
633,000 fewer jobs than if its growth had kept pace with the nation. 
 
Figure 1 shows the change in jobs—specifically nonfarm employment—in the U.S., Connecticut, 
and the four major Census regions from July 1990, the start of the 1990–91 recession, through 
December 2025.1 In the U.S., job growth totaled 44.3 percent, led by the South and West, which both 
grew by more than 60 percent. Even the slower Northeast and Midwest both grew by more than 20 
percent. Connecticut’s job growth, in contrast, totaled only 5.4 percent, or 88,100 jobs. 
 
For a more detailed overview, Table 1 shows job growth across each economic cycle since 1990, 
providing Connecticut’s state rank and comparing its growth to the U.S. and the Northeast to estimate 
its job gap.2 In every economic cycle, Connecticut’s job growth lagged the U.S., and, with the 
exception of the 2001 cycle, it also lagged the Northeast.  
 
Compared to the U.S., Connecticut’s weak job growth is most evident during the 1990–91 cycle, 
when it ranked last of all 50 states. Specifically, from July 1990 to March 2001, the U.S. experienced 
job growth of 20.9 percent compared to 3.8 percent in Connecticut, a gap of 17.1 percentage points, 
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equal to 278,900 fewer jobs than if the state had kept pace with the nation. Measured over the full 
period through December 2025, Connecticut remained last among the states, and its job growth gap 
increases to 633,000 fewer jobs than if the state had kept pace with the nation. 
 
For the current economic cycle, Connecticut’s job growth of 1.1 percent ranked 36th among the states 
from February 2020 through December 2025 and continued to lag both the U.S. and the Northeast. 
While this ranking is an improvement over the three prior cycles, the state’s job growth remained 
relatively weak. At the end of 2025, Connecticut had 50,500 fewer jobs than if the state’s growth had 
kept pace with the nation, a gap equal to nearly three times the state’s actual gain of 18,000 jobs. 
 
Composition and Growth of Jobs by Industry 
 
From 1990 through 2025, Connecticut shifted from manufacturing toward health care and other 
services, losing more than 150,000 manufacturing jobs while adding nearly 179,000 education and 
health services jobs, now the state’s largest industry and the source of more than all of the net job 
gain during the current economic cycle. 
 
Table 2 shows the composition and growth of jobs by industry in the U.S., Northeast, and Connecticut 
from July 1990 through December 2025.3 The state’s net gain of only 88,100 jobs masks large, 
offsetting shifts. Most notably, manufacturing fell by 150,300 jobs, nearly half its base and the largest 
decline in jobs of any industry. Jobs in financial activities (-37,000), retail trade (-34,000), information            
(-12,000), and wholesale trade (-11,100) also decreased. Those losses, however, were more than 
offset by gains in other industries, led by education and health services. That industry, primarily health 
care jobs, grew by 178,900 jobs to become the state’s largest, accounting for 22.1 percent of all jobs 
compared to 17.4 percent nationally. Jobs in professional and business services (+48,400), leisure and 
hospitality (+48,300), and transportation and utilities (+28,100) also increased substantially. 
 
For a more recent overview, Figure 2 shows the contribution of each industry to job growth for the 
current economic cycle, from February 2020 through December 2025.4 In Connecticut, education and 
health services added 27,800 jobs, contributing 1.6 percentage points, more than the state’s entire net 
growth of 1.1 percent, or 18,000 jobs. At the same time, several private sector industries experienced 
substantial losses, including retail trade (-10,700), manufacturing (-9,700), and financial activities               
(-5,300), together subtracting 1.5 percentage points, or 25,700 jobs. Without education and health 
services, the state would have had fewer jobs at the end of 2025 than before the pandemic. 
 

*** 
 
Connecticut’s job growth is both a long-term and ongoing problem. Since 1990, Connecticut has 
experienced the slowest job growth of any state in the U.S., and its growth during the current 
economic cycle has depended almost entirely on a single industry. This slow, narrow job growth has 
been a major contributor to the state’s slow output growth, reviewed next.
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Figure 1. Total Nonfarm Job Growth, July 1990 to December 2025 

 
Sources: U.S. Bureau of Labor Statistics and author’s calculations. 
 

Table 1. Total Nonfarm Job Growth, July 1990 to December 2025 

 
Sources: U.S. Bureau of Labor Statistics and author’s calculations. Level change in jobs in thousands. Pandemic economic cycle is ongoing. 
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Table 2. Composition and Growth of Nonfarm Jobs by Industry, July 1990 to December 2025 

 
Sources: U.S. Bureau of Labor Statistics and author’s calculations. Level change in jobs in thousands.
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Figure 2. Contributions to Nonfarm Job Growth by Industry, 
February 2020 to December 2025 

 
Sources: U.S. Bureau of Labor Statistics and author’s calculations. 
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Output 
 
Each quarter, the U.S. Bureau of Economic Analysis measures real gross domestic product (GDP), 
which is the total inflation-adjusted value of the goods and services produced, at the national and state 
levels. An economy’s output can grow in two ways: by increasing hours worked, which is closely 
related to job growth; and by increasing labor productivity, which is the amount of output produced 
per hour and is related, in part, to the composition of jobs. At the state level, these output components 
are measured annually. 
 
Output growth is important because it is the primary source of higher earnings from work over the 
long run. Output growth is also important because it expands the state’s tax base and—operating 
through personal income growth, addressed next—makes the state’s fiscal controls less restrictive 
and its debt burden lighter, increasing its capacity to provide support. Unlike job growth alone, output 
growth shows whether the economy is growing through more work or more productive work. The 
latter largely enables the long-run growth in earnings because, when each hour of work produces 
more, workers can be paid more without raising prices or reducing profits. 
 
Hours Worked and Labor Productivity Growth 
 
From 2007 through 2025, Connecticut’s hours worked growth ranked 46th among the states, due to 
slow job growth, and its labor productivity growth ranked 48th, due in part to the types of new jobs 
added. 
 
Table 3 shows the two components of output growth—hours worked and labor productivity growth—
across the two economic cycles since 2007, providing Connecticut’s state rank and comparing its 
growth to the U.S. and the Northeast to estimate its output gap.5 Unlike the job growth analysis 
starting with 1990, this analysis begins with 2007, the first year data are available. 
 
For the first component, hours worked growth, Connecticut lagged the U.S. and the Northeast in both 
economic cycles, most clearly during the Great Recession cycle, when it ranked 45th. Specifically, 
from 2007 to 2019, the U.S. experienced growth of 7.7 percent compared to a decline of 2.2 percent 
in Connecticut, a gap of 9.9 percentage points, equal to $29.2 billion in less real output. Measured 
through 2025, Connecticut’s hours worked declined by 1.4 percent compared to growth of 11.3 
percent in the U.S., ranking 46th among the states, with a gap equal to $37.6 billion in less real output. 
 
For the second component, labor productivity growth, Connecticut also lagged the U.S. and the 
Northeast in both economic cycles, most clearly during the Great Recession cycle, when it ranked 
47th. Specifically, from 2007 to 2019, the U.S. experienced growth of 19.0 percent compared to 2.2 
percent in Connecticut, a gap of 16.8 percentage points, equal to $48.6 billion in less real output. 
Measured through 2025, Connecticut’s labor productivity grew by 9.1 percent compared to 34.1 
percent in the U.S., ranking 48th among the states, with a gap equal to $72.9 billion in less real output. 
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Unlike Connecticut’s slow growth in hours worked and labor productivity, its levels for both 
components were close to or above the U.S. level. For the level of hours per worker, the state averaged 
98.4 percent of the U.S. level from 2007 to 2025 and ranked 34th, meaning that the decline in total 
hours during this period was primarily a consequence of the state’s slow job growth rather than 
shorter hours worked per job. 
 
For the level of labor productivity, Connecticut averaged 124.9 percent of the U.S. level from 2007 
through 2025, though its rank fell from 1st to 6th, meaning the state’s workers were among the most 
productive in the nation even as their productivity growth was among the slowest. This slow growth 
reflects, in part, the transformation in job composition addressed earlier, with the state shifting faster 
than the nation away from high-productivity industries and toward education and health services, 
where measured productivity grows slowly. However, those composition differences are relatively 
small, suggesting that the larger factor is weaker productivity growth within industries, which cannot 
be measured directly with the available data and may partly reflect the same transformation, if the 
new jobs added within industries have lower productivity growth than the jobs they replaced. 
 
Real Output Growth 
 
From 2007 through 2025, Connecticut had the second-slowest real output growth of all 50 states, due 
to both slow job and labor productivity growth, leaving a gap equal to $124.5 billion in less real output 
than if the state’s growth had kept pace with the nation. 
 
Table 4 shows real GDP growth across the two economic cycles since 2007, providing Connecticut’s 
state rank and comparing its growth to the U.S. and the Northeast to estimate its output gap.6 Matching 
the preceding component analysis, this analysis begins with 2007 but uses quarterly data. 
 
In both economic cycles, Connecticut’s real output growth lagged the U.S. and the Northeast. 
Measured over the full period, its real output growth totaled 7.3 percent compared to 42.2 percent in 
the nation, ranking 49th among the 50 states, with a gap equal to $124.5 billion in less real output 
than if the state had kept pace with the nation. Disaggregating that output gap, slower productivity 
growth accounted for a larger share (about $73 billion), while weak hours worked growth due to slow 
job growth accounted for a smaller share (about $38 billion). The remaining difference is due to the 
interaction of the two components and the use of similar but different data sources. 
 

*** 
 
Like its job growth, Connecticut’s output growth is both a long-term and ongoing problem. Since 
2007, its output growth has been the second-slowest in the nation due to a combination of weak 
growth in hours worked, reflecting slow job growth, and weak growth in labor productivity, which 
accounts for the larger share of the output gap and reflects in part the types of new jobs added. This 
slow output growth has been a major contributor to the state’s slow income growth, reviewed next.
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Table 3. Hours Worked and Labor Productivity Growth, 2007 to 2025 
 

Hours Worked Growth 

 
 

Labor Productivity Growth  

 
Sources: U.S. Bureau of Labor Statistics and author’s calculations. Level change in CT real output in millions of 2025 dollars. Data cover the private nonfarm sector. 
Only annual data are available. The 1990-91 recession and the 2001 recession are not included because the state series begins in 2007. Pandemic economic cycle is 
ongoing. 

 
Table 4. Real Gross Domestic Product Growth, 2007 Q4 to 2025 Q4 

 
Sources: U.S. Bureau of Economic Analysis and author’s calculations. Level change in CT real GDP in millions of 2025 dollars. The 1990-91 recession and 2001 
recession are not included because the quarterly state GDP series are not available for those full economic cycles. Pandemic economic cycle is ongoing. 
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Income 
 
Each quarter, the U.S. Bureau of Economic Analysis measures personal income at the national and 
state levels, comprising the income residents receive from work, dividends, interest, rent, and 
government transfers, including certain noncash benefits, such as health care and food assistance. In 
general, output and income are very closely related, as each dollar of output generates a dollar of 
income. Among the several measures of income, the focus here is personal income. Although it 
excludes some important sources, such as capital gains, it is a relatively comprehensive measure and, 
as addressed below, its growth is used to index the state’s fiscal controls, which is also why it is 
examined in current dollars rather than the inflation-adjusted dollars used for the output analysis. 
 
Personal income growth, which largely flows from output growth driven by job and labor productivity 
growth, is important because it increases the resources households rely on to make ends meet through 
both earnings growth and increased state support. For the latter, personal income growth reduces the 
burden of the state’s debt relative to its expanded tax base, and it directly impacts the state’s fiscal 
controls by raising the spending cap and volatility cap. Together, a reduced debt burden and less 
restrictive fiscal controls increase the state’s capacity to provide support, which is especially 
important for low- and middle-income households who most need that support. 
 
Total Personal Income Growth 
 
From 1990 through 2025, Connecticut’s personal income growth ranked 43rd among the states, due 
in part to weak job and labor productivity growth, leaving a gap equal to $96.8 billion in less total 
personal income that harms the state’s households, operating through both slower growth in earnings 
and overall income, and reduced state fiscal capacity to provide support. 
 
Figure 3 shows the change in personal income in the U.S., Connecticut, and the four major Census 
regions from the third quarter of 1990, the start of the 1990–91 recession, through the fourth quarter 
of 2025.7 In the U.S., personal income growth totaled 434 percent over this period, led by the West 
and South, which both grew by more than 500 percent. Even the slower Northeast and Midwest both 
grew by about 335 percent. Connecticut’s growth, in contrast, totaled only 324 percent. 
 
For a more detailed overview, Table 5 shows personal income growth across each economic cycle 
since 1990, providing Connecticut’s state rank and comparing its growth to the U.S. and the Northeast 
to estimate its personal income gap.8 In every economic cycle, Connecticut’s personal income growth 
lagged the U.S., though it outpaced the Northeast in all but the Great Recession cycle. In general, 
Connecticut’s personal income growth rank is better than its job growth rank, reflecting the substantial 
income it receives from out-of-state jobs as well as government transfers. 
 
Connecticut’s weak personal income growth is most evident during the Great Recession cycle, when 
it ranked last among the states. Specifically, from the fourth quarter of 2007 through the fourth quarter 
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of 2019, the U.S. experienced growth of 53.8 percent compared to 32.7 percent in Connecticut, a gap 
of 21.1 percentage points, equal to $42.8 billion in less personal income. Measured over the entire 
period from the third quarter of 1990 through 2025, Connecticut ranked 43rd among the states and its 
personal income gap totaled $96.8 billion compared to if its growth had kept pace with the nation. 
 
For the current economic cycle, Connecticut’s personal income growth of 37.7 percent ranked 37th 
among the states from the fourth quarter of 2019 through 2025, lagging the 42.2 percent growth in 
the U.S. and leaving a gap of $12.1 billion in less personal income. Similar to job growth, this ranking 
is an improvement from the prior cycle, but it is insufficient to offset several decades of slow growth.  
 
Connecticut’s slower personal income growth harms its workers and households, operating through 
both the growth of their earnings from work and overall income, and the state’s fiscal capacity to 
provide support. Starting with earnings, the state’s per capita earnings growth ranked 34th among the 
states from 1990 through 2024, the latest year available, and it falls to 43rd for the current economic 
cycle. Likewise, the state’s per capita personal income growth, which includes earnings growth, 
ranked 37th from 1990 through 2025, the latest year available, and it falls to 43rd for the current 
economic cycle. This slower growth per resident limits the resources for workers and households.9 
 
The state’s slower total personal income growth also limits its fiscal capacity to provide support 
through two mechanisms. First, personal income growth reduces the burden of the state’s debt relative 
to its resources. In 2025, Connecticut’s long-term obligations totaled $79.6 billion, including $33.5 
billion in unfunded pensions for state employees and teachers. That pension debt equaled 9.0 percent 
of the state’s personal income at the end of 2025, even after making $10 billion in additional payments 
from 2020 through 2025. However, if the state’s personal income growth had tracked the nation’s 
growth since the end of 2019, its pension debt would have totaled 8.7 percent of personal income, the 
equivalent of $1.1 billion in debt burden reduction. For the full period since 1990, tracking the 
nation’s growth would have reduced the state’s pension debt burden to 7.2 percent of personal income, 
the equivalent of $6.9 billion in debt burden reduction.10 Faster income growth is especially effective 
because the pension debt largely reflects benefits that state employees and teachers earned decades 
ago, and that the state failed to fund at the time, meaning it is essentially a fixed cost that does not 
grow along with the state’s budget and economy as the population increases.11 
 
Second, the state’s fiscal controls are directly tied to personal income growth. The spending cap limits 
the annual growth in most state spending to the greater of personal income growth or inflation, and 
the volatility cap, based on personal income growth, limits the amount of tax revenue from two 
volatile sources that the state can budget. If Connecticut’s personal income had grown faster, both 
caps would have increased faster, allowing the state to collect and spend more revenue on supporting 
households, and the pension debt payments would have consumed a smaller share of a larger budget.12 
 
While Connecticut has a major personal income growth problem, it also had the highest per capita 
personal income of any state in 2025, at $98,879 compared to $76,393 in the U.S.13 This indicates 
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that the state has more of a growth problem than a level problem, as with its labor productivity. 
However, the actual benefits of the state’s high personal income level are also smaller than they 
appear, for two major reasons. First, its above-average cost of living offsets part of the advantage.14 
Second, per capita personal income is an average and does not address the distribution of income, a 
serious concern because Connecticut’s income inequality is among the highest in the nation, meaning 
many low- and middle-income households receive far less than the average.15 
 
Composition and Growth of Personal Income by Source 
 
From 1990 through 2025, Connecticut’s personal income shifted away from earnings from work, due 
in part to weak job and labor productivity growth, and toward government transfers, making the 
state’s restrictive fiscal controls more dependent on federal action at a time of major federal cuts to 
public benefits. 
 
Table 6 shows the composition and growth of personal income by source in the U.S., Northeast, and 
Connecticut from the third quarter of 1990 through 2025.16 Focusing on Connecticut, net earnings 
from work grew by 292 percent, slower than the 324 percent growth in total personal income and 
reducing its share from 68.6 percent to 63.4 percent. Within net earnings, wages and salaries earned 
in the state, the largest source of income, grew by only 230 percent due in large part to weak job and 
labor productivity growth, reducing its share from 56.1 percent to 43.8 percent. In contrast, personal 
current transfer receipts, which include Social Security, Medicare, Medicaid, and other benefits, grew 
by 547 percent, the fastest-growing major source, increasing its share from 9.8 percent to 14.9 percent. 
 
Along with the slower total growth, these composition changes impact the state’s fiscal controls. As 
reviewed, the spending and volatility caps are indexed to personal income growth, and because 
government transfers are the fastest-growing major source, the caps increasingly depend on federal 
programs. This creates a compounding problem: slow personal income growth already makes the 
fiscal controls highly restrictive, and because that growth increasingly depends on federal support, 
cuts to public benefits—as in the One Big Beautiful Bill Act—can make them even more restrictive.17  
 

*** 
 
Like its job growth and output growth, Connecticut’s personal income growth is both a long-term and 
ongoing problem. Since 1990, its income growth has been among the slowest in the nation, due in 
part to weak job and labor productivity growth, and a growing share of its income has come from 
government transfers, mostly federal. As a result, the income workers and households rely on to make 
ends meet has grown more slowly, while the state’s fiscal controls have been more restrictive and its 
debt burden heavier than if its income growth had kept pace with the nation. Those fiscal constraints, 
in turn, have limited the support provided to households, and they also now leave the state more 
vulnerable to federal cuts to public benefits, which is especially concerning because unemployment 
has risen and prices have increased, new problems addressed in the full report and other briefs.
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Figure 3. Total Personal Income Growth, 1990 Q3 to 2025 Q4 

Sources: U.S. Bureau of Economic Analysis and author’s calculations. Growth is in current dollars. 
 

Table 5. Total Personal Income Growth, 1990 Q3 to 2025 Q4 

 
Sources: U.S. Bureau of Economic Analysis and author’s calculations. Level change in income in millions of current dollars. Pandemic economic cycle is ongoing. 
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Table 6. Composition and Growth of Personal Income by Source, 1990 Q3 to 2025 Q4 

 
Sources: U.S. Bureau of Economic Analysis and author’s calculations. Level change in CT personal income in millions of current dollars. 
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