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RI Struggles Through Worst Employment Outlook in U.S. 

There’s No Sugarcoating the Ocean State’s Crisis 
By Justin Katz, Research Director 

 
The Ocean State’s Unique Status 
Rhode Island is suffering through an employment 
crisis and a jobs outlook more severe than any 
other state in the country. Residents, hoping to 
assume more control over their families’ future 
through some sense of job and wage security, 
unfortunately, face deteriorating prospects.  
 
No other state in the nation ranks as poorly as 
Rhode Island in employment when viewed across 
so many angles. Among all U.S. states: 
 
1. RI has the second highest unemployment rate 

in the nation and is one of only three states with 
unemployment above 10% (NV, RI, and CA). 
Of them, only RI has a smaller total labor force 
as compared with prerecession levels.  

2. RI’s unemployment rate would be significantly 
higher if workers hadn’t given up hope. With 
its February 2010 labor force, RI’s rate would 
now be 13.4%; with its January 2007 labor 
force, it would be 14.2%. Applying the same 
calculations nationwide, the bottom three 
would be RI, NV, and AZ in the first case and 
MI, RI, and IN in the second. 

3. RI is one of only two states significantly below 
the national norm in measuring current 
employment versus prerecession peak 
employment (MI and RI). Of these two, only 
RI’s trend continues to worsen. 

4. RI is one of only three states that have 
continued to shed employment since the 
national employment loss trend ended in 
February 2010 (RI, AZ, and NY). 

 
When viewed from each of these perspectives, 
Rhode Island ranks in the bottom two in all 
categories. No other state appears more than twice. 
 

Unemployment Is Relative 
When it announced the state’s employment results 
for July, the RI Dept. of Labor and Training (DLT) 
emphasized the fact that the unemployment rate 
has been on a slow downward trend.1 The state’s…  
 

… seasonally adjusted unemployment rate for 
July 2012 dropped to 10.8 percent, down one-
tenth of a percentage point from the June 2012 
rate and six-tenths of a percentage point from 
the previous July. This is the third consecutive 
monthly decrease in the unemployment rate, 
and represents the lowest unemployment rate in 
Rhode Island since May 2009. 

 
While Rhode Islanders are surely in the mood for 
whatever good news they can get, this may not fill 
even that modest requirement. That 10.8% does 
look better than June’s 10.9% and May’s 11.0%, 
but it still leaves Rhode Island as the runner-up in 
high unemployment rates, second only to Nevada. 
 
Worse, RI is now one of only three states with 
unemployment above ten percent, and the others 
have been exhibiting better trends overall (see 
Chart 1). Both California and Nevada passed the 
Ocean State in early 2009, but as 2013 approaches, 
they’re on pace to drift below, as CA already has. 
 
The federal Bureau of Labor Statistics (BLS) which 
compiles employment data for the nation and the 
states also tracks alternate measures of 
unemployment. In these cases, the trends are tracked 
quarterly (every three months), and the number 
represents the average over four quarters. 
 
The BLS collects its data through a regular Current 
Population Survey (CPS), which asks respondents a 
number of questions related to their employment 
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situations. All of the rates shown are percentages of 
different totals for the “civilian labor force.”  

 
The most common (as represented in Chart 1) is the 
U-3 measure, which tracks people who are not 
working, but who want to do so and have looked for 
jobs within the past four weeks. The denominator 
for this rate (i.e., the labor force, or 100%) is the 
total number of people who say they are either 
employed or looking for work. 
 
Chart 2 shows trends for the U-1 unemployment 
rate, which traces the number of people who have 
been unemployed for fifteen weeks or more.  

 
Broadening the length of time that residents have 
been unemployed is one way to adjust the data.  
 

Broadening the definition of “unemployed” is 
another. The BLS digs deeper with survey 
respondents who are not looking for work by 
asking when they last did so and why they stopped. 
 
Those who have looked for work within the past 
year, but stopped no less than four weeks before 
the survey because they had given up hope of ever 
finding jobs, are “discouraged.” Broader still is the 
category for “marginally attached workers,” who 
followed the same pattern as discouraged workers, 
but without regard to their reasons for stopping 
their searches (U-5). 
 
Unemployment trends by this measure are shown 
in Chart 3. The denominator for the percentage is 
the labor force defined above plus all marginally 
attached workers. In this case, Rhode Island still — 
just barely — has the third worst rate. 

 
The broadest measure of unemployment that the 
BLS tracks is the U-6, which adds people who are 
working part time because they cannot find full-
time jobs. Comparing Chart 4 with the first three 
suggests that, when Rhode Islanders find work, it is 
more likely to be full-time work, in comparison 
with California and Nevada. 
 
Still, with a current rate of 18.9%, that silver lining 
does not offer much comfort, especially 
considering that RI’s stagnation remains incontrast 
with improvement in the other two states. 
 
 
 

Chart 3 

 

Chart 1 

 

Chart 2 
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An Even Gloomier Picture 
Unfortunately, even the dispiriting picture of the 
unemployment rate is overly sunny for Rhode 
Island. The multiple parts of the unemployment 
rate equation actually disguise just how badly the 
recession has hit in the Ocean State. Chart 5 shows 
what Rhode Island’s unemployment rate would be 
if its labor force had remained the size it was in 
January 2007 (at the start of the recession) and in 
February 2010 (when employment losses receded 
at the national level). 

 
An analysis of total labor force statistics2 — the 
actual number of residents working or looking for 
work — shows that both California and Nevada 
have seen substantial increases since January 2007, 
while Rhode Island has seen a substantial decrease. 
In fact, under the January 2007 labor force scenario 

shown in Chart 5, both California and Nevada 
would have unemployment rates below 8%. 
 
In both of those other states with official unem-
ployment currently over 10%, more people wanted 
to work than before the recession, driving up the 
unemployment rate. Indeed, the big jump that 
Nevada experienced in July 2012 (refer back to 
Chart 1) was amplified by the fact that nearly 2,000 
more people were looking for work.  
 
In contrast, so many people stopped looking for 
work in RI that the unemployment rate could have 
stayed low even if the economy didn’t create a 
single job. Employment fell so rapidly that people 
couldn’t quit the job market fast enough to com-
pensate. The two western states had the much more 
positive task of creating new jobs for new workers. 
 
An Employment Spiral 
The fact that the unemployment rate can be 
misleading, in this way, raises the question of what 
other measures might give a more accurate picture 
of the state’s employment trends. One excellent 
indicator is the number of people employed.  
 
The same BLS survey estimates the number of 
residents of each state who say that they are 
working. Chart 6 shows the July 2012 employment 
number in all fifty states as a percentage of each 
state’s peak before the housing bust and financial 
crisis turned its employment growth negative. 
 
Eight states have already surpassed their peaks, and 
most of the rest are within five percentage points, 
including California and Nevada. At the bottom of 
the chart are two outliers that are still around ten 
percentage points away from their prior level of 
employment: Michigan and Rhode Island. 
 
Another important question is whether a state’s 
employment picture is improving. RI’s is not. 
 
Just as Rhode Island has the second worst 
unemployment rate, it also has the second worst 
deficit from its peak employment. And just as 
Nevada is gaining ground on Rhode Island by the 
first measure, Michigan is gaining ground by the 
second. That realization, in turn, leads to a final 
observation of the Ocean State’s condition. 

Chart 4 

 

Chart 5 
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Two years of disappearing jobs in the United States 
came to an end in February 2010, after which both 
the number of jobs available and the number of 
people working began to increase (albeit, slowly 
and unsteadily). Since then, only three states have 
continued to shed employment. As Chart 7 shows, 
not only is Rhode Island once again on that short, 
undesirable list, but it is dead last… by quite a bit. 
 
One Discrepancy 
Given the negative trends apparent in this data, it’s 
important to explain that the employment/ 
unemployment measure is different from the jobs 
numbers that Governor Lincoln Chafee recently 
authorized the DLT to release. This brief addresses 
the number of Rhode Islanders who say that they 
are employed; the DLT data is based on surveys 
and tax information from employers regarding the 
number of employees that they have.3  
 
 
 

 
In the latter case, local analysts dispute the BLS’s 
employer-based statistics, which find a decrease in 
jobs over the past year. The RI DLT claims an 
increase of 4,800 jobs from March 2011 to March 
2012, while the U.S. BLS claims a decrease of 
2,200 over that period.  
 
One potential explanation for at least some of that 
discrepancy has to do with seasonality. The BLS 
updates its official employer-based jobs count 
annually, benchmarking to tax forms. Small-scale 
surveys suffice for real-time trends.  
 
The RI DLT has broken with this methodology 
mainly by reviewing unemployment insurance tax 
data as it becomes available and assuming that the 
prior year’s seasonal adjustments still apply. Those 
numbers may require a significant adjustment 
when the final data is collected if any months were 
notably different than the same month in the past.  
 
 

Chart 6 
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Whichever employer-based jobs number is correct, 
the data in these six charts need not be affected. If, 
for example, people who were already working 
took additional jobs, the official job growth would 
have less effect on employment.  
 
Probably more significant is the possibility that 
Rhode Island employers hired people who do not 
live in the Ocean State, or that people working in 
Rhode Island emigrated across the border. In those 
cases, the number of jobs could go up even as the 
state’s employment goes down.  
 

 
An analysis from the Center’s news division, the 
Ocean State Current,4 found that the number of 
people living in the counties right over the border 
in Connecticut and Massachusetts who are 
employed increased by almost 11,000 from May 
2011 to May 2012, more than twice RI’s new jobs. 
 
 
 
 
 
 

 
 
 
                                                 
1 RI Dept. of Labor and Training. August 17, 2012. “Unemployment Rate Drops to 10.8 Percent.” 

www.dlt.ri.gov/News_Releases/NR081712.htm 
2 U.S. Bureau of Labor Statistics. July 20, 2012. “Local Area Unemployment Statistics.” www.bls.gov/lau/ 
3 RI Dept. of Labor and Training. August 1, 2012. “Quarterly Data Shows More Rhode Island-Based Jobs, Improved Economic Picture for 

First Quarter of 2012.” www.dlt.ri.gov/News_Releases/NR080112.htm 
4 Katz, Justin. August 2, 2012. “RI Job Count Adjusted Up; Rhode Islanders Not Necessarily the Beneficiaries.” 

www.oceanstatecurrent.com/analysis/ri-job-count-adjusted-up-rhode-islanders-not-necessarily-the-beneficiaries/ 
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Summary Table 

  Percentage National 
Rank 

Chart 1, U-3 unemployment, July 2012   
California 10.7 48 
Nevada 12.0 50 
Rhode Island 10.8 49 

Chart 2, U-1 unemployment 15+ weeks, 2Q12 
California 6.7 48 
Nevada 7.9 50 
Rhode Island 7.0 49 

Chart 3, U-5 unemployment incl. marginally 
attached, 2Q12   

California 13.0 49 
Nevada 14.9 50 
Rhode Island 12.7 48 

Chart 4, U-6 unemployment incl. marginally 
attached and involuntary part time, 2Q12   

California 20.3 49 
Nevada 22.1 50 
Rhode Island 18.9 48 

Chart 5, unemployment with January 2007 labor 
force, July 2012   

Indiana 10.7 48 
Michigan 16.4 50 
Rhode Island 14.2 49 

Chart 5, unemployment with February 2010 labor 
force, July 2012   

Arizona 11.8 48 
Nevada 12.9 49 
Rhode Island 13.4 50 

Chart 6, distance from prerecession employment 
peak, July 2012   

Alabama -6.7 48 
Michigan -10.5 50 
Rhode Island -9.8 49 

Chart 7, employment growth since February 2010, 
July 2012   

Arizona -1.1 49 
New York -0.7 48 
Rhode Island -1.7 50 

 


