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M
uch like the rest of the United
States,Ohio’seconomywasseverely
affectedbytheGreatRecessionand
isrecoveringveryslowly.Longperi-
ods of unemployment experienced

bymanyjoblessOhioanshavecausedunprecedented
disengagementfromthelaborforce.Thesedisengaged
workers—thosewithoutjobsandnotactivelysearching
forwork—nolongerparticipateinthelaborforceand
arenotcountedasunemployed.Ifparticipationinthe
laborforcebyOhioanstodaywereatthesamelevelas
beforetherecession,Ohio’sunemploymentratewould
besignificantlyhigher.Ohio’sdeclineinlaborforcepar-
ticipationhasparticularlyharmedthelabormarketfor
Ohioans34andyoungerandhasoutpacedthenational
average.ToimproveOhio’slabormarket,policymakers
shouldconsiderreducingthestate’sregulatoryandtax
burdens,whichmaybehinderingeconomicrecovery
andjobcreation.

HOW LABOR FORCE PARTICIPATION AFFECTS 
UNEMPLOYMENT IN OHIO

From the end of2007untiltheendof2009,Ohiolost
over400,000nonfarmpayrolljobs.1Nonfarm payroll
jobsdatafunctionasanindicatorofnonfarmprivate
sectoremployment.2Thisrapidtwo-yeardeclinerepre-
sentedanover7.7percentlossoftotaljobs—anoticeably
moreseveredropthanthenationaltwo-yeardeclineof
roughly6.3percent.3AlthoughOhiohasseensteadyjob
gainsoverthelastfouryears,thestate’sjoblossessince
therecessionbegangreatlyexceedthenationalaverage
(seeGraph 1).

Ohio’slabor force participation rate—thepercentage
ofthepopulationaged16andolderwithemployment
orwithoutitbutactivelylookingforemployment—has
fallenconsistentlysincethebeginningofthereces-
sion(seeGraph 2)andremainsnearits30-yearlow.4In
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recentyears,Ohio’sdeclineinlaborforceparticipation
hasoccurredatafasterpacethanthedeclineofthe
nationalaverage(see Graph 2).Asaresult,Ohio’slabor
forceparticipationrate—whichpreviouslyran0.5to0.8
percentinexcessofthenationalaverageforyears—has
finallycomeintoconvergencewiththenationalaverage
of63.7percent.

Thecomparativelyrapidlaborforcedisengagementin
Ohiohasmeantafallingunemploymentratewithout
asignificantincreaseinemployment.Theunemploy-
ment rate isthenumberofpersonsasapercentageof
thelaborforceactivelylookingforemployment.When
unemployedpersonsgiveuplookingforwork,they
nolongerarecountedaspartofthelaborforce.The
unemploymentratethereforedecreasesnotonlywhen
unemployedpersonsarehired,butalsowhenthenthey
simplygiveupsearchingforwork.

Theeffectofdeclining labor forceparticipationon
unemploymentinOhioappearstobesubstantial.The
state’sofficialunemploymentratepeakedat10.2percent
in2009andhassincefallensteadilytoitscurrentoffi-
ciallevelof7.2percent(seeGraph 3).However,ifOhio’s
laborforceparticipationratehadremainedatits2007
levelof66.8percent(see Graph 2),thenthestate’sunem-
ploymentratewouldbe11.5percent(seeGraph 3).5

WHERE THE JOBS HAVE BEEN LOST

The number of privatesectorjobsintheUnitedStates
remains2.8percentbelowthenumberofjobsin2007
(seeGraph 4).InOhio,thereare4.7percentfewerpri-
vatesectorjobscomparedtothenumberin2007.Dif-
ferentindustrieshaveexperiencedvaryingdegreesof
severityofjobloss.Since2007,Ohiohasexperienceda
14.9percentdeclineinthenumberofmanufacturingjobs
anda20percentdeclineinthenumberofconstruction
jobs. JoblossesinOhiosince2007haveoutpacedthe
nationalaverageinthefollowingsectors:trade,trans-
portation,andutilities;manufacturing;leisureandhos-
pitality;information;financialactivities;government;
andotherservices.OnlytwosectorsinOhio—mining
andlogging,andeducationandhealthservices—have
experiencedsignificantjobgainssince2007.

YoungOhioanshavebeenparticularlyhardhitbythe
poorlabormarketsince2007(seeGraph 5).Between
2007and2012, labor forceparticipation for 16- to
19-year-oldsinOhiodeclinedalmost9percent.For20-
to24-year-olds,itdeclinedalmost2percent.For25-to

34-year-olds,itdeclinedroughly3percent.Yetforthose
65andolder,laborforceparticipationhasincreased3.6
percent.Unemploymentratesbyagegroupdisplaya
similartrend(seeGraph 6).Theunemploymentrate
ofthose34andyoungerexceedsthestatewideaverage,
whiletheunemploymentrateforthose35andolder
restsbelowthestatewideaverage.

EXPLAINING AND REVERSING THE TRENDS 

In 2011, Ohio’s realeconomicgrowth—1.1percent—
laggedbehindthenationalaverageof1.5percent.6This
sluggishgrowthhasmeantthatOhio’slabormarket
recoveryhasalsobeenslowerthanthenationalaver-
age.Ohio’scomparativelystrictlaborregulationsand
hightaxesmaybehinderingitseconomicgrowthand
thusalsoitslabormarketrecovery.TheNationalFed-
erationofIndependentBusiness’smostrecentquar-
terlysurveyofsmallbusinessesfoundtaxesandregu-
lationstobethetwomostimportantproblemsfacing
businesses.7 IntheMercatusCenter’srecentFreedom 
in the 50 States Index,WilliamRugerandJasonSorens
foundOhio’staxburdentobethethirteenthheaviest
intheUnitedStates,anditsregulatoryburdenishigher
thannearbyMichigan,Indiana,andWisconsin.8They
recommendthatthestatelowertaxes,adoptregula-
torypolicyreforms,andfollowneighboringIndiana
andMichiganinadoptingaright-to-worklaw.Further
researchwouldincreaseunderstandingoftheeffects
thatregulatoryandtaxreformswouldhaveonOhio’s
labormarket.

CONCLUSION

Although Ohio’s unemployment ratedoesappear
tobedeclining,therapidandcontinuingfallinthelabor
forceparticipationrateindicatesthatmanyOhiowork-
ersarecontinuingtodisengagefromtheworkforce.
Thistrendofwidescaleworkerdisengagement—not
oflabormarketimprovement—isdrivingdownOhio’s
unemploymentrate.Ohio’sunemploymentratewould
be11.5percentwithaprerecessionlaborforcepartici-
pationrate.ThelabormarketrecoveryinOhioisfar
fromcompleteandhasbeenfarfromequalbetween
agegroups.Thedeclineinlaborforceparticipation
andtheincreaseinunemploymentforOhioansunder
35yearsoldisparticularlytroubling.Ohio’sjobgains
haveinlargepartoccurredfromjobsineducationand
healthservices—sectorshighlyinfluencedbygovern-
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ment.Inmostothersectors,Ohio’srecoveryhasunder-
performedthenationalaverageandsignificantlyfewer
jobsexistthanbeforetherecession.Ohiopolicymakers
shouldexaminewaystoreversethesetroublingtrends.
Modifying Ohio’s regulatory environment and tax
regimemaybeagoodplacetostart,asdoingsocould
helpOhiostimulatemoreprivatesectorjobcreation.

ENDNOTES

1. US Bureau of Labor Statistics. There were approximately 5.418 
million Ohio nonfarm payroll jobs in December 2007. In Decem-
ber 2009, the number of Ohio nonfarm payroll jobs had declined 
to 5.002 million.

2. US Bureau of Labor Statistics Glossary, http://www.bls.gov/bls 
/glossary.htm (accessed May 6, 2012). According to the US Bureau 
of Labor Statistics, nonfarm payroll excludes payrolls from farm, 
government, private household, and some nonprofit employment.

3. US Bureau of Labor Statistics. There were approximately 138.042 
million US nonfarm payroll jobs in December 2007. In Decem-
ber 2009, the number of US nonfarm payroll jobs had declined to 
129.373 million.

Source: Bureau of Labor Statistics

GRAPH 1: MONTHLY DECLINE IN NONFARM PAYROLLS COMPARED TO JANUARY 2008 LEVEL
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4. US Bureau of Labor Statistics. In 1984, Ohio’s labor force participa-
tion rate was 63.6%, making the 2012 rate of 63.7% Ohio’s second 
lowest labor force participation rate of the last 30 years.

5. This is, in effect, assuming that many of the discouraged jobless that 
are not counted as unemployed are part of the labor force despite a 
lack of current, active job search.

6. Bureau of Economic Analysis, US Department of Commerce, “Wide-
spread Economic Growth Across States in 2011,” June 2012, http://
www.bea.gov/newsreleases/regional/gdp_state/gsp_newsre-
lease.htm.

7. William C. Dunkelberg, Holly Wade, “Small Business Economic 
Trends Monthly Report,” National Federation of Independent Busi-
ness, March 2013, http://www.nfib.com/Portals/0/PDF/sbet 
/sbet201304.pdf.

8. William Ruger and Jason Sorens, Freedom in the 50 States (Arling-
ton, VA: Mercatus Center at George Mason University, March 2013).
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Source: Bureau of Labor Statistics

GRAPH 3: OHIO’S REPORTED UNEMPLOYMENT RATE VS. UNEMPLOYMENT RATE WITHOUT  
CIVILIAN LABOR FORCE DROPOUTS (2007-2012)

Source: Bureau of Labor Statistics

GRAPH 2: LABOR FORCE PARTICIPATION RATE (2004–2012) 
(PERCENTAGE OF POPULATION WITH EMPLOYMENT OR ACTIVELY LOOKING FOR EMPLOYMENT)

66.7	  	  	  	   66.7	  	  	  	  
66.9	  	  	  	   66.8	  	  	  	  

66.5	  	  	  	  
66.2	  	  	  	  

65.3	  	  	  	  

64.5	  	  	  	  

63.7	  	  	  	  

	  66.0	  	   	  66.0	  	   	  66.2	  	   	  66.0	  	  
	  66.0	  	  

	  65.4	  	  

	  64.7	  	  

	  64.1	  	  

	  63.7	  	  

62.0	  	  	  	  

63.0	  	  	  	  

64.0	  	  	  	  

65.0	  	  	  	  

66.0	  	  	  	  

67.0	  	  	  	  

68.0	  	  	  	  

2004	   2005	   2006	   2007	   2008	   2009	   2010	   2011	   2012	  

La
bo

r	  F
or
ce
	  P
ar
6c
ip
a6

on
	  R
at
e	  

Year	  

Ohio's	  Rate	  
US	  Rate	  

7.0%	  

11.0%	  
12.0%	   11.7%	   11.5%	  

5.6%	  
6.6%	  

10.2%	   10.0%	  

8.6%	  

7.2%	  

0.0%	  

2.0%	  

4.0%	  

6.0%	  

8.0%	  

10.0%	  

12.0%	  

14.0%	  

2007	   2008	   2009	   2010	   2011	   2012	  

U
ne

m
pl
oy
m
en

t	  R
at
e	  

Year	  

Unemployment	  Rate	  without	  2007—2012	  Labor	  Force	  Dropouts	   	  Reported	  Unemployment	  Rate	  



MERCATUS CENTER AT GEORGE MASON UNIVERSITY   5

Source: Bureau of Labor Statistics

Source: Bureau of Labor Statistics

GRAPH 5: OHIO LABOR FORCE PARTICIPATION RATES:  2007 VS. 2012 (PERCENT)

GRAPH 4:JOB IMPACT OF RECESSION ON OHIO VS. AVERAGE NATIONAL IMPACT 
(PERCENTAGE CHANGE IN JOBS BY SECTOR BETWEEN 2007 AND 2012)
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GRAPH 6: OHIO UNEMPLOYMENT RATES: 2007 VS. 2012 (PERCENT)
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