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This policy brief is drawn from the 2026 edition of The State of Working Connecticut, which also
examines economic growth, the labor force and unemployment, and prices and wages. As reviewed
in the full report, Connecticut’s economy, labor force, and wages have grown far more slowly than
in the U.S. as a whole for decades, and in most cases more slowly than in even the slow-growing
Northeast. That long-term slow growth has harmed the state’s workers and households by limiting
the growth of their earnings from work and overall income, and by weakening the state’s fiscal
capacity to provide support. New problems are also now compounding those long-term problems.
Rising unemployment reduces earnings for workers who lose their jobs, higher prices erode what
earnings buy for all workers and the real value of non-indexed state support, and federal cuts to public
benefits increase the need for the state to provide support.

This brief provides policy options, organized into three groups, that would protect workers from the
new problems, make wages fairer, and make major household expenses more affordable. Some
options identify a broad objective, such as strengthening the unemployment insurance system, and
then include several policies that would help to achieve it. Other options focus on a narrower
objective, such as limiting noncompete agreements, and then include only a single policy. While the
options are grouped by their most direct effects, many of them would reinforce one another, just as
the problems they respond to do. Together, the options would increase the purchasing power of
workers’ earnings and overall income as well as help to grow the state’s labor force and economy,
which in turn would strengthen the fiscal capacity the state needs to provide more support. The state
could also strengthen its fiscal capacity directly by reforming its fiscal controls and raising revenue.
For an overview of those options, see recent CT Voices reports on each specific subject.!

Protect Workers from the New Problems

The options in this first group respond to the new problems of rising unemployment, higher prices,
and federal cuts to public benefits. The four options are to strengthen the unemployment insurance
system, prevent automatic tax increases by inflation indexing the income tax, provide tax relief to
help offset higher prices, and protect public benefits from the expanded federal work requirements.

Strengthen the Unemployment Insurance System

Under the state’s current unemployment insurance system, most unemployed workers do not receive
benefits; for the limited share of workers who do, the benefits replace only a portion of their prior
wages, in some cases well below half; and the taxes funding the system are regressive while the trust
fund holds one of the smallest reserves in the nation, equal to only about one month of benefits during
a recession.

As reviewed in the report, Connecticut’s unemployment rate increased by 2.0 percentage points over

the past two years to 5.2 percent in June 2026, the largest increase of any state and tied for the highest
rate in the nation, leaving 97,600 workers unemployed that month. Unemployment insurance (U]) is
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the primary tool for protecting workers who lose their jobs, and it is especially important for low- and
middle-wage workers, who are more likely to have little or no savings. The total scale of the protection
is substantial, with the state’s UI system paying nearly $650 million in benefits in 2025.2 However,
for many workers, the Ul system provides insufficient support due to limited coverage, limited
benefits, and regressive and limited financing. Policymakers could strengthen the UI system in three
key ways: increase coverage, increase benefits, and restructure and increase financing.

Increase UI Coverage

Many unemployed workers in Connecticut do not qualify for UI benefits or exhaust them before
finding work because the eligibility rules and benefit duration were designed for full-time, traditional
employment and shorter periods of unemployment than many workers now experience. Most notably,
the lowest-earning workers and workers who lose part-time jobs but remain available only for part-
time work can be excluded even though employers pay Ul taxes on their wages, and benefits end after
26 weeks even when unemployed workers remain jobless.

These and other gaps explain why many unemployed workers do not receive Ul benefits at a given
time. Specifically, unemployed workers without benefits include those who never qualified, those
who qualified but exhausted their benefits, and those who were eligible but never filed. In 2025, only
an average of 37.6 percent of unemployed workers in the state received benefits, down from 52.8
percent in 1990. Continuing the decline, the state’s coverage fell to 28.0 percent during the first half
0f 2026, above the share of 25.6 percent in the nation but below most states in the Northeast, including
Maine (33.2 percent), Massachusetts (46.8 percent), New Jersey (48.6 percent), New York (40.3
percent), Pennsylvania (35.6 percent), Rhode Island (48.2 percent), and Vermont (37.7 percent).’

To strengthen the UI system, policymakers could set a lower threshold for qualifying earnings, cover
part-time job seekers, and establish an additional benefits program for the long-term unemployed.

Set a lower threshold for qualifying earnings. To qualify for benefits, a worker must have earned at
least 40 times their weekly benefit amount during the prior year, a rule meant to ensure workers have
a sufficient work history. Because no weekly benefit can be less than the state minimum, no worker
can qualify with earnings below 40 times that minimum, and every increase in the minimum benefit
therefore raises the earnings a worker needs to qualify at all. When recent reforms raised and indexed
the minimum benefit, that floor nearly tripled, from $600 in 2023 to $1,760 in 2026. The workers
priced out are largely those with brief work histories—younger workers starting out, workers
reentering the labor force, and seasonal and part-time workers—who earned some covered wages but
not enough to clear the rising floor. Policymakers could set the qualifying earnings threshold
separately at a lower level, letting the state strengthen the minimum benefit without pricing out the
lowest-earning and least-experienced workers a minimum is meant to protect. For those workers, the
minimum benefit would also replace a larger share of past wages than the standard formula provides.*
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Cover part-time job seekers. Connecticut requires workers to be available for full-time work to receive
benefits, with a narrow exception for workers with documented medical conditions. As a result, a
worker who loses a part-time job and seeks part-time work—which may be necessary, for example,
due to caregiving responsibilities—would not qualify for benefits, even if their wages meet the
earnings requirement. Most states allow workers seeking part-time work to qualify in some form,
most commonly by tying eligibility to part-time work history. In the Northeast, this includes Maine,
Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania, and Vermont.’

Establish an additional benefits program for the long-term unemployed. Connecticut pays a maximum
of 26 weeks of benefits, but unemployment often outlasts those benefits. From July 2025 through
June 2026, Connecticut had one of the highest rates of workers unemployed for 27 weeks or more—
the long-term unemployed—equal to 1.5 percent of the labor force and 31.4 percent of all unemployed
workers. The state formerly had an additional benefits program for such workers, but it paid benefits
only when the federal extended benefits program was in effect, which required thresholds rarely met,
such as a total unemployment rate of 6.5 percent. Policymakers could establish a new program with
a trigger the state itself controls, such as a 5 percent total unemployment rate, which the state already
exceeded as of June 2026, providing up to 13 additional weeks of benefits for long-term unemployed
workers. In the Northeast, several states pay for additional weeks for workers enrolled in approved
job training, including Maine, Massachusetts, New Jersey, New York, and Vermont.®

Increase Ul Benefits

For the limited share of workers who receive unemployment insurance, the benefits replace only a
portion of their wages, in some cases well below half. In Connecticut, the replacement rate averaged
39.5 percent in 2025, above the national rate of 35.2 percent but below the rates in most other states
in the Northeast, including Maine (42.4 percent), Massachusetts (40.8 percent), New Jersey (45.7
percent), Pennsylvania (43.1 percent), Rhode Island (40.6 percent), and Vermont (45.9 percent).’

The state’s replacement rate is relatively low, and likely to decline, because of statutory limitations
on the maximum weekly benefit amount (WBA). Specifically, the maximum WBA, equal to $721 in
2025, is set in statute at 50 percent of the average weekly wage of all workers but is substantially
restricted by limiting any increase to $18 per year, and by preventing any increase from October 2024
to October 2028. The maximum WBA is therefore almost always less than 50 percent of the average
weekly wage. For example, in 2025, the maximum WBA equaled only 41.2 percent of the average
weekly wage, contributing to the state’s average replacement rate of only 39.5 percent that year.®

To strengthen the Ul system, policymakers could remove the temporary freeze and permanent cap on

the maximum benefit adjustment, increase and index the dependency allowance, and restructure and
increase the earnings disregard for partial benefits.
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Remove the temporary freeze and permanent cap on the maximum benefit adjustment. The temporary
freeze prevents any increase in the maximum WBA through October 2028, but even after it ends, the
maximum WBA likely will not keep pace with wages because of the $18 limit in place since 1988.
The decline is already evident. In 2019, the maximum WBA of $649 equaled 48.4 percent of the
average weekly wage of all workers in the state, but by 2025, the maximum WBA of $721 equaled
only 41.2 percent of the average weekly wage, the lowest share since at least 1990; and if wages
continue to grow at their recent average pace, the maximum WBA will fall well below 40 percent by
the last frozen benefit year, which ends in October 2028. The decline will also likely continue after
the freeze ends, as the fixed $18 cap shrinks in percentage terms while the maximum WBA grows.
For example, the cap allowed annual growth of 7.7 percent when established in 1988, whereas in
2025 the same $18 would have allowed only 2.5 percent, below the recent pace of wage growth.

Together, the freeze and the cap harm an ever-widening range of middle-wage workers. In 2025, Ul
benefits replaced less than half of prior wages for workers who earned more than about $75,000 per
year (the limit imposed by the restricted maximum WBA), whereas without the adjustment freeze and
cap, the replacement rate would have fallen below 50 percent only for workers making more than
about $91,000 per year (the limit set by the average weekly wage). Workers earning between those
amounts already receive less than half of their prior wages because of the two restrictions, and in
2026 and each year thereafter, that range will widen because growth in the maximum WBA is more
restricted than growth in the average weekly wage. This has harmed only a minority of claimants so
far, since workers who lose their jobs typically earn below the state average, but losses falling more
heavily on middle-wage workers—for example through widespread artificial intelligence adoption—
would leave a growing share of workers with far less than half of their prior wages replaced.’

Increase and index the dependency allowance. In Connecticut, workers supporting dependents receive
an allowance of $15 per week per dependent, for up to five dependents. That amount has been fixed
since 1999, so its value has substantially eroded and will continue to do so as prices rise. In
comparison, Massachusetts pays $25 per dependent, and if Connecticut’s allowance had been indexed
to inflation, it would be about $27 this year. Policymakers could increase the allowance to restore its
value and index it going forward, as the state already does for the minimum benefit and taxable wage
base. This reform would benefit low- and middle-wage workers raising children, who are more likely
to have little or no savings to replace lost wages and struggle to make ends meet.!°

Restructure and increase the earnings disregard for partial benefits. A worker whose hours and wages
are cut rather than eliminated, or who takes part-time work after a layoff while remaining available
for full-time work, can receive a partial Ul benefit. When calculating the partial benefit, nearly all
states disregard some part-time earnings to preserve the reward for working, and most set the
disregard as a percentage of either wages or the weekly benefit amount. In Connecticut, the disregard
is one-third of wages. Whether that supports workers better than a disregard based on the weekly
benefit amount depends on how much of the job is lost. Rather than choosing between the two
approaches, policymakers could set the disregard at the greater of one-third of wages or one-third of
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the weekly benefit amount. Every worker would receive at least as large a disregard as under the
current rule, workers who lose more of their hours would gain the largest disregard, and partial
benefits would still phase out gradually as earnings rise. Policymakers could also raise the disregard
rates above one-third, as in Vermont (one-half of wages) and Rhode Island (one-half of the weekly
benefit amount). These reforms would strengthen the reward for working while partially unemployed
and would especially benefit low-wage workers, who are more likely to work part-time.!!

Restructure and Increase Ul Financing

Connecticut finances its Ul system primarily through two state taxes on employers. In 2025, the taxes
applied to the first $26,100 of each worker’s wages, less than one-third of the average annual pay of
about $91,000. The first tax is the experience-rated tax, which sets each employer’s rate, between 0.1
and 10.0 percent when fully phased in by 2028, based on the benefits drawn by the employer’s former
workers. The second tax is the solvency tax, which charges nearly all employers a rate of up to 1.0
percent to build the UI trust fund, the reserve for paying benefits during recessions. State law sets a
solvency standard for the fund, equal to one year of benefits at the average rate of the state’s three
most expensive years, about $1.9 billion. However, state law also requires reducing the solvency tax
to eliminate any balance above the standard, making the standard a ceiling rather than a floor.!?

The federal government also taxes employers to fund the UI system. The federal tax is 6.0 percent of
the first $7,000 of each worker’s wages, but employers in states meeting federal requirements receive
a credit of 5.4 percentage points, reducing the tax to 0.6 percent, about $42 per worker. The revenue
funds program administration, the federal share of extended benefits, and the loan account that states
draw on when their own funds run out. When a state carries an unpaid loan for two consecutive years,
the federal government begins reducing the credit, the penalty addressed below. Federal law also
prohibits a state from paying the interest on those loans out of its UI fund, so Connecticut charges
employers a separate special assessment to cover the interest when the state borrows.

While employers legally pay the Ul taxes, the consensus view among economists is that the burden
falls largely on workers, though through different channels. The solvency tax applies uniformly across
employers, and employers pass such broad payroll taxes on to workers in the form of lower wages.
The experience-rated tax divides into two parts. The portion up to the average rate operates like a
uniform tax and is likewise passed on to workers through lower wages. The portion above the average
works differently, since an employer generally cannot cut its workers’ pay below what other firms
offer. Employers facing the highest rates therefore absorb that cost themselves, largely by hiring less,
and the harm falls on workers seeking jobs, who tend to be younger.'?

Together, the capped wage base and the pass-through to workers make the Ul taxes regressive.

Specifically, the cap means employers pay the same amount of tax for any worker earning $26,100
or more, about $548 per worker in 2025 at the average tax rate. When passed on to workers through
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lower wages, the tax equals about 2.1 percent of pay for a worker earning $26,100 but only 0.6 percent
for a worker earning the state average of about $91,000, and a smaller share for high-wage workers.!*

Along with the problem of the regressive distribution of the tax burden, the overall level of funding
of the UI system is inadequate. In 2025, the two taxes raised nearly $725 million, benefits paid out
about $650 million, and the fund ended the year at about $150 million, equal to about one-twelfth of
the solvency standard, meaning the fund could pay about one month of recession-level benefits, the
fourth-lowest level among the 50 states. Additionally, the system is so underfunded that Connecticut
borrowed from the federal government during each of the last three years, even without a recession. !>

The costs of entering a recession with an inadequate fund are substantial. Employers in a state with
an outstanding loan lose part of their federal unemployment tax credit, which raises the existing flat
federal tax by about $21 per worker in the first year the reduction applies and by more each additional
year the debt remains, increasing the regressive tax. The timing compounds the problem. A state with
an adequate fund can maintain or cut unemployment taxes during a recession, whereas a state that
borrows must raise taxes and penalties during the recovery, slowing hiring when the labor market is
weakest. The latter occurred in Connecticut during the past two economic cycles, with the state
borrowing about $1.2 billion after the Great Recession and $1.7 billion after the pandemic recession.
Employers repaid the Great Recession debt through five years of escalating tax credit penalties but
paid the penalty for only one year after the pandemic recession, because the state retired that loan
using $195 million in one-time federal relief funds and the surpluses produced by the rapid recovery.!¢

In response to that borrowing, the state reformed the program’s financing in 2021, raising the taxable
wage base from $15,000 to $25,000, indexing it to wage growth, restructuring the experience-rated
tax rates, lowering the maximum solvency tax from 1.4 percent to 1.0 percent, and freezing the
maximum benefit through 2028. Since those reforms, revenue has increased and borrowing has
declined, but a system that still must borrow in years without a recession remains in serious trouble.
The reforms also carry major costs for workers through the restricted benefits addressed earlier.!”

To strengthen the Ul system, policymakers could restructure and increase its financing in two ways.

Use additional revenue from less regressive taxes to increase the UI trust fund. Policymakers could
further raise the taxable wage base. Possible options include using 50 percent of average annual pay
(about $45,500 in 2025), 100 percent of average annual pay (about $91,000), the base for Social
Security taxes ($176,100), or the full amount of wages. The two state taxes would respond differently
to the increased base. The experience-rated tax would collect about the same total revenue from each
employer, as each employer’s tax rate falls automatically when its taxable payroll grows, but the
higher base would spread that total in proportion to each worker’s pay, making the tax less regressive.
The solvency tax rate, set at its 1.0 percent maximum, would not adjust, so every dollar added to the
base would raise new revenue for the trust fund. Policymakers could also couple the higher base with
a higher maximum solvency tax of 1.4 percent, its level before the recent reforms.
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Use additional revenue from progressive sources to increase the UI trust fund. Policymakers could
automatically deposit a portion of the restricted volatile revenue from the estimated and final income
tax payments and the pass-through entity tax, similar to the funding mechanism for the Budget
Reserve Fund (BRF). Specifically, whenever the UI trust fund is below the solvency standard—
currently about $1.9 billion, equal to about one year of recession-level benefits—a portion of the
volatile revenue could flow to the UI fund, after the BRF is at its maximum of 18 percent of General
Fund appropriations and before the remainder flows to supplemental pension payments. The transfers
would turn the solvency standard from a ceiling into a floor, and they would consist of progressive
revenue from the two volatile sources, which comes largely from investment and business income of
high-income households, rather than the regressive payroll taxes that fall on workers.!8

Prevent Automatic Tax Increases by Inflation Indexing the Income Tax

The state income tax is not indexed to inflation, so when wages increase only to keep pace with prices,
workers pay more of their income in taxes even though their purchasing power has not increased.

As prices increase, workers’ wages tend to increase as well, sometimes outpacing inflation and other
times merely keeping up with or falling behind inflation. Unlike the federal income tax, the
Connecticut income tax is not indexed to inflation, meaning its core components—the personal
exemption, tax brackets, and personal tax credit—all remain fixed, even as prices and, in turn, wages
rise. As a result, when wages increase to keep pace with inflation, the state income tax treats those
increases as if they are real gains, requiring workers to pay a higher percentage of their income in
taxes even though their purchasing power has not improved.

Addressing the state’s automatic income tax increases is especially important now, both because
prices have increased again and because the tax increases, like the price increases, fall hardest on low-
and middle-wage workers, who sit in the steepest part of the tax’s progressive phase-in. Specifically,
at the average historical inflation rate, a decade without indexing would increase taxes by $549 (1.4
percentage points) for a low-wage worker and by $566 (0.8 percentage points) for a middle-wage
worker, compared to $63 (0.01 percentage points) for a very high-wage worker. However, even those
troubling estimates understate the problem in three ways: the tax increases occur every year, with the
tenth year here only illustrating the cumulative impact; they continue growing as long as the tax
remains unindexed; and they grow faster when inflation runs above average, as has occurred recently.

To prevent these automatic tax increases, policymakers could index all or part of the state income tax
to inflation. For more details, see the 2025 edition of 7he State of Working Connecticut."®

Provide Tax Relief to Help Offset Higher Prices

The state’s existing tax credits provide only limited or no support to many low- and middle-income
households, because the Property Tax Credit is not refundable and does not apply to rent, the Earned
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Income Tax Credit provides workers without qualifying children only a small fraction of what it
provides workers with children, and the state has no Child Tax Credit.

While inflation indexing would prevent rising prices from automatically increasing taxes, tax relief
would help offset the price increases that have already occurred. As the report shows, the price level
in the Northeast was 28.0 percent higher in June 2026 than at the start of the current economic cycle,
and low-income households tend to spend more than their income, leaving little to cover higher costs.

To help offset higher prices, policymakers could provide tax relief in multiple ways, three of which
are highlighted here. First, making the existing Property Tax Credit refundable and based on a portion
of rent paid would provide targeted support for many low- and middle-income households currently
excluded. Second, increasing the maximum state Earned Income Tax Credit for workers without
qualifying children would provide additional targeted support for those low- and moderate-income
workers, who currently receive only a small fraction of the support the credit provides to workers
with children. Third, establishing a refundable state-level Child Tax Credit would provide essential
support for low- and middle-income households with children, including many that currently receive
little or no help from the other credits.

For more details, see past budget reports, including An Overview of the CT Child Tax Credit. See also
“Family Economic Security” in the 2026 Candidate Briefing Book.*

Protect Public Benefits from the Expanded Federal Work Requirements

Federal cuts and expanded work requirements put many households at risk of losing food assistance
and health care benefits—totaling nearly $1 billion in fiscal year 2027 and more in later years—just
as rising unemployment and higher prices increase the need for those benefits.

The expanded federal work requirements condition food assistance and health care coverage on at
least 80 hours a month of work or other qualifying activities. Those requirements are especially
concerning in Connecticut for three reasons. First, its unemployment rate increased more than in any
other state since June 2024 and was tied for the highest rate as of June 2026, so more workers must
meet the requirements just as jobs become harder to find. Second, prices rose sharply again during
the first half of 2026, eroding what earnings buy. Third, the state’s unemployment insurance system
reaches only about a third of unemployed workers and replaces on average less than 40 percent of
prior wages, making food assistance and health care benefits even more critical.

To protect access to essential public benefits, policymakers could expand or create state-level
programs for food assistance and health care to offset federal cuts estimated at nearly $1 billion in
fiscal year 2027 and more in later years. For more details, see “Protect & Strengthen Safety Net
Benefits Options” in the 2026 Candidate Briefing Book. See also Shifting Costs, Eroding Access and
The Case and Policy Options for Connecticut to Offset New Federal Cuts to Public Benefits.*!
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Make Wages Fairer

The four policy options in this second group respond to the wage problems reviewed in the report:
slow long-term wage growth throughout the wage distribution, with the important exception of recent
gains for low- and middle-wage workers that have only partially offset the long-term shortfall; a high
level of wage inequality; and substantial gender, racial, and ethnic wage gaps. The first option would
strengthen enforcement of both existing and new wage and workplace standards, and the other three
options would add new protections, expanding limits on noncompete agreements for most workers,
increasing overtime pay protections for salaried workers, and establishing predictable scheduling
protections for hourly workers. Policymakers could adopt any of these options individually, but the
options would also reinforce one another, as stronger enforcement would make the overtime and
scheduling protections more effective, and workers who are freer to change jobs are better positioned
to insist on the pay and schedules those protections promise.

For estimates of the workers who would be covered by these protections, see the 2025 edition of 7T/e
State of Working Connecticut.?

Strengthen Enforcement of Wage and Workplace Standards

The state’s capacity to enforce even existing wage and workplace standards, let alone new protections,
has not kept pace with the complaints workers file, reducing the wage gains the standards are designed
to provide.

Connecticut’s standards for wages, hours, and working conditions raise wages and protect workers
only to the extent that the state enforces them. As reviewed in the report, the state’s minimum wage
increases show what those standards can accomplish, delivering substantial real wage growth for low-
wage workers during the current economic cycle. However, the state’s capacity to enforce wage and
workplace standards has not kept pace with the complaints that workers file. A 2026 state audit found
a substantial backlog at the Labor Department’s Wage and Workplace Standards Division, and as of
September 2025, pending and unassigned cases accounted for about half of the division’s estimated
2,000 cases.

The auditors and the Labor Department identified different causes of the backlog. The auditors found
that the Labor Department’s information system could not generate the performance reports needed
to act promptly and that delays may deny workers timely restitution of their wages and reduce the
probability of collection when an employer ceases operations. The Labor Department, in contrast,
attributed the backlog to changes in state and federal law and a lack of staffing, and reported that the
number of complaints it receives has risen while its staffing levels have dropped.??

To begin to address the problem, in 2025, policymakers provided an additional $875,000 in the budget
for each of fiscal years 2026 and 2027 to hire 13 additional wage and hour investigators. In 2026,
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they also authorized the Comptroller to withhold payments from contractors and subcontractors on
public works projects after the Labor Commissioner issues a stop work order for a prevailing wage
violation. However, substantial delays appear to persist more than a year after the additional funding
took effect, as the Labor Department still notifies workers filing a claim that it is eight to ten months
behind in assigning new claims. The new withholding authority is also narrow, as the Comptroller
can withhold payments only from employers on state-funded projects, so it protects only the workers
on those projects, whereas the backlog covers workers throughout the state’s economy.?*

To further address the problem, policymakers could fund the rest of the wage and hour investigators
needed. Specifically, in 2025, the Labor and Public Employees Committee passed a bill to fund 13
additional wage and hour investigators in fiscal year 2026 and another 23 in fiscal year 2027, for a
total of 36 additional investigators. The final budget then funded only the first increase, but the second
is also necessary to enforce existing law as well as any expanded wage and workplace standards,
including several of the other policy options here.?’

Expand Limits on Noncompete Agreements for Most Workers

Noncompete agreements cover an estimated 20 percent of all workers, often regardless of their job
duties, suppressing wage growth by limiting the ability of workers to negotiate higher pay, move to
better jobs, or start businesses.

Noncompete agreements restrict workers from taking a similar job or starting a business in the same
field for a period after leaving an employer, and they extend far beyond the trade secrets they were
originally meant to protect. The Federal Trade Commission (FTC), drawing on a comprehensive
review of research, concluded that about 20 percent of workers nationwide are bound by a
noncompete agreement and in many cases workers are unaware they signed one until they attempt to
change jobs. The FTC also found that noncompete agreements suppress wages by limiting workers’
ability to negotiate higher pay or pursue better jobs, that they deter workers from starting businesses
in the industries they know best, and that these harms extend across the wage distribution, with low-
and middle-wage workers the least likely to hold trade secrets, the most likely to sign as a condition
of employment, and the least able to contest the agreements.°

To address these concerns nationwide, the FTC issued a rule in 2024 banning nearly all noncompete
agreements, but a federal court set the rule aside, and in 2025 the FTC dropped its appeals. Whether
workers are protected therefore now depends on state law, and Connecticut law limits noncompete
agreements only for a small number of occupations.

In response, the Labor and Public Employees Committee passed a bill in 2026 making noncompete
agreements unenforceable for employees earning less than two times the minimum wage and for
independent contractors earning less than five times the minimum wage. For workers earning more,
the bill would allow a noncompete agreement only with advance written notice, a one-year limit on
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its duration (two years if the employer pays the worker’s salary and benefits), and a showing that the
employer could not protect its trade secrets or customer relationships through less restrictive means.
The bill would also bar employers from requiring most lower-wage workers to sign exclusivity
agreements, protecting their right to take a second job. However, the bill died without a floor vote.

To protect more workers against the excessive use of noncompete agreements, policymakers could
pass the proposed bill or a similar one. This would support wage growth by freeing workers to
negotiate higher pay, move to better jobs, or start businesses, and the potential gains are large, as the
FTC estimated that its rule would have increased total worker earnings in Connecticut by nearly $950
million a year, about $720 per worker. The policy would also reduce wage inequality, since the wage
thresholds target the protection to low- and middle-wage workers. For the same reason, it would help
narrow gender, racial, and ethnic wage gaps, as women, Black workers, and Hispanic workers are
more likely to earn wages below the thresholds.?’

Increase Overtime Pay Protections for Salaried Workers

The salary thresholds for overtime pay protections are so outdated that a full-time minimum wage
worker in the state now earns nearly the federal threshold, suppressing wage growth for the many
salaried workers who can be required to work extra hours with no additional pay.

Current federal and state laws allow many salaried workers in Connecticut to be classified as exempt
from overtime pay even when they earn low or middle wages. The federal Fair Labor Standards Act
requires employers to pay time-and-a-half for hours worked beyond 40 in a week, but it exempts
executive, administrative, and professional employees who are paid a salary above a set threshold and
whose duties meet certain tests. The salary threshold is meant to reserve the exemption for genuinely
high-level employees, and it does so only if it keeps pace with growth in wages and prices. The current
federal threshold of $684 per week, equal to $35,568 a year, was set in 2019, and wages and prices
have risen substantially since that time. A salaried worker in Connecticut earning just above that now-
modest amount can therefore be required to work 50 or 60 hours a week with no additional pay.

As with noncompete agreements, federal protection is not coming. The U.S. Department of Labor
(DOL) issued a rule in 2024 raising the threshold to $1,128 per week, but a federal court struck it
down, and in 2026 the DOL restored the 2019 level after dropping its appeals. Overtime protection
therefore largely depends on state law, and Connecticut has its own salary test, but at $475 per week,
it is far below the federal threshold, offering no added protection. Moreover, the state’s minimum
wage increases have made both thresholds outdated. At $16.94 per hour in 2026, a full-time minimum
wage worker earns about $678 a week, almost matching the $684 federal threshold. As a result, the
vast majority of salaried workers can be denied overtime pay if the duties tests are met.?8

To provide more effective protection, policymakers could raise the salary threshold so that the
exemption no longer includes most low- and middle-wage workers. For example, policymakers could
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set the threshold at two times the minimum wage, matching the noncompete agreements proposal.
That would equal about $1,355 a week or $70,500 a year in 2026 and would update automatically
thereafter as the minimum wage adjusts. A higher, indexed threshold would support wage growth by
requiring time-and-a-half pay for more workers, and employers who limit overtime instead would
reduce unpaid hours or spread work to additional staff. The policy would also reduce wage inequality
and wage gaps, since low- and middle-wage salaried workers, and especially women, Black workers,
and Hispanic workers, are the most likely to earn below the new threshold and gain protection.?

Establish Predictable Scheduling Protections for Hourly Workers

Unpredictable schedules make it difficult for many hourly workers to arrange child care, hold a
second job, or pursue additional education, limiting their current earnings and paths to higher wages.

Current federal and state laws leave many hourly workers in Connecticut subject to unpredictable
work schedules. Most notably, their employers can post schedules with little or no notice, cancel or
shorten shifts at the last minute, keep workers on call without pay, and require “clopening” shifts,
meaning closing late at night and opening early the next morning. These practices reduce employers’
labor costs by shifting the risk of slow business onto workers. However, unpredictable hours make it
difficult to arrange child care, hold a second job, or pursue additional education, and unpredictable
earnings make it difficult to plan for basic expenses. The workers subject to these practices are also
the workers least able to absorb them. A majority of the state’s workers are paid hourly, and hourly
workers earn substantially less than salaried workers per week and per hour. Hourly work is also more
common among women than men and among Black and Hispanic workers than white workers.°

As with noncompete agreements and overtime pay, federal protection is not coming. Federal
lawmakers have introduced predictable scheduling bills for years without enacting one. In response,
some states and cities have adopted their own laws, and in Connecticut in 2026 the Labor and Public
Employees Committee passed a bill covering hourly workers at large employers in retail, food service,
and hospitality, along with nursing assistants and orderlies in long-term health care. The bill would
require those employers to give workers their schedules 14 days in advance, pay workers extra when
the employer changes the schedule on shorter notice, provide 11 hours of rest between shifts unless
the worker agrees in writing to work for time-and-a-half pay, and offer additional hours to existing
workers before hiring new staff. However, the bill died after failing to receive a floor vote.3!

To protect hourly workers, policymakers could pass the proposed bill or a similar one. This would
support wage growth by strengthening workers’ bargaining power and compensating them for last-
minute changes, and stable schedules would make it easier to hold a second job or pursue the
education that leads to higher wages. The policy would also reduce wage inequality, since the covered
sectors employ overwhelmingly low- and middle-wage workers, and it would help narrow the state’s
gender and ethnic wage gaps, since women and Hispanic workers are more likely to be paid hourly
and to work in the covered sectors.>?
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Make Major Household Expenses More Affordable

The options in this third group address two major household expenses, housing and child care, that
drive much of the state’s above-average cost of living. These costs make it harder for workers to move
to or remain in the state and afford raising children, contributing to the state’s slow labor force growth,
and, in turn, slow economic growth, including job, output, and income growth. To be sure, causation
can run in both directions, as workers move to where jobs are available and employers expand where
they can find workers. But, in Connecticut, the impact of high housing and child care costs on the
labor force is among the state’s clearest problems, and therefore addressing these costs provides
effective opportunities to support long-term labor force and job growth. The options in the previous
group would also help, as fairer wages would improve the financial return to work and would help
draw more residents to the state and into the labor force. However, the financial return to work
depends not only on what workers earn but also on what their earnings can buy.

Make Housing More Affordable

Housing is the largest expense for most households and a major driver of the state’s above-average
cost of living, and even with the state’s higher wages, it is less affordable in Connecticut than in the
nation.

As reviewed in the report, housing is the largest spending category for households at every income
level based on the latest Consumer Expenditure Survey (CEX) data, and it is an especially large
expense for low- and middle-income households. The bottom 20 percent of households spent 86
percent of their post-tax income on housing and the middle 20 percent spent 34 percent, while the top
20 percent spent 21 percent. For reference, the housing category in the CEX data comprises shelter,
meaning rent and the costs of owned homes, and related costs, including utilities.*?

The large share of spending on housing in general throughout the nation and its high cost in
Connecticut in particular make housing a major driver of the state’s above-average cost of living,
even when accounting for the state’s higher wages. Wages in Connecticut, as the report shows, are
higher than wages in the nation—specifically, by 15.7 percent at the median, representing middle-
wage workers, and by 10.0 percent at the 10th percentile, representing low-wage workers. However,
the relative cost of housing in the state is even greater. Based on the latest housing data from the U.S.
Census Bureau’s American Community Survey—covering both homeowners and renters and
including utilities as in the CEX data—the median monthly housing cost in Connecticut was 20.6
percent higher than the median cost in the nation, one of the highest gaps among the 50 states and
larger than the wage advantage for middle-wage workers and, even more so, for low-wage workers.>*

The most effective policy to make housing more affordable is to increase its supply. Policymakers

have made some important progress in passing reforms that require towns to plan for housing growth
and directing new funding to towns that reform their zoning and permitting rules. However, laws that
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allow more housing do not necessarily produce more housing, and therefore a major objective now is
to ensure towns meet the new goals and strengthen the accountability measures and incentives needed
for homes to get built.?*

For more details, see “Affordable Housing Options” in the 2026 Candidate Briefing Book.>®

Make Child Care More Affordable

For households with young children, child care is often another major expense and driver of the state’s
above-average cost of living, and even with the state’s higher wages, it is less affordable in
Connecticut than in the nation.

For households with young children, child care is often another major expense. Based on the latest
CEX data, married couples with children whose oldest child is under six spent an average of about
$5,200 on child care and preschool in 2025 dollars, equal to 3.9 percent of their post-tax income. That
average includes many households that pay little or nothing because a parent or relative provides care,
meaning it substantially understates the cost for households that pay for full-time care. For example,
at a child care center, the median price for full-time infant care in 2025 dollars averaged about $14,400
across the states, and the median price of full-time toddler care averaged about $12,500. For a
household with two young children, that totaled about $26,900 a year, equal to 20.3 percent of their
post-tax income, making it likely their second-largest expense after housing.®’

Like housing, the large share of spending on child care for many households throughout the nation
and its high cost in Connecticut in particular make child care another major driver of the state’s above-
average cost of living, even when accounting for the state’s higher wages. As reviewed above, the
state’s wage advantage is 15.7 percent for middle-wage workers and 10.0 percent for low-wage
workers. However, the relative cost of child care in the state is far greater. Specifically, the median
price for infant care at a center was 38.5 percent higher in Connecticut than the average across states,
and the median price for toddler care was 59.3 percent higher, in both cases among the highest gaps
of any state with available data. Moreover, both child care gaps are much larger than the wage
advantage for middle-wage workers and larger still for low-wage workers.*®

Even more so than with housing, policymakers have made important progress in this area, creating
the Early Childhood Education Endowment (ECEE) and directing surplus funds into it to improve the
affordability of child care. However, the ECEE will grow sufficiently only with continued, substantial
deposits, which are not guaranteed, especially if high unemployment or a future recession
substantially lowers tax revenue. Therefore, a major objective now is to fund the endowment at a
sufficient level each year while maintaining and, ideally, increasing funding in the regular budget.*

For more details, see “Affordable Child Care Options” in the 2026 Candidate Briefing Book and The
State of Early Childhood: A System in Transition.*°
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