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State Economic Indexes Lower in 2019

By Jungmin Charles Joo and Dana Placzek, Department of Labor

onnecticut's economic

performance ranked 327
in 2019 when compared to other
states and the District of
Columbia (DC). This is up from
37th in 2018 and the best
ranking in nine years.

For the second time, South
Carolina came in first in the
nation with the highest index of
192.3 last year, while Alaska
continued to place last (113.2).
Our state’s index of 144.2 was
below the nationwide value of
153.4 (see table on page 2).

SEI: Methodology

Applying the same
components and methodology of
the Connecticut Town Economic
Indexes (See October 2020
issue), the Connecticut
Department of Labor’s Office of
Research also developed the
State Economic Indexes for all 50
states and DC. With recently
available annual average data
from the Quarterly Census
Employment and Wages (QCEW)
program, along with the revised
annual average unemployment
rate from Local Area
Unemployment Statistics
(LAUS), annual SEI is
reestimated for the 2010-2019
period.

These indexes provide a
measure of the overall economic
strength of each state that can
be compared and ranked. Four
annual average state economic
indicators were used as
components: 1. the number of
the total covered business
establishments, 2. total covered
employment, 3. real covered

wages, and 4. the unemployment
rate.

Business establishments are
the physical work units located in
the state. Employment is the
number of payroll employees in
the establishments that are
located in the state who are
covered under the unemployment
insurance law (nearly the
universe count of all the payroll
employees in each state).
Average annual pay is the
aggregate wages earned divided
by the total average employment.
Establishments, employment and
wages are proxies for each state’s
business activities and its overall
economic strength, while the
unemployment rate measures
the overall economic health of
each state’s working residents.

Each of the four components of
the SEI is given a 25 percent
weight. SEI’s base year is 2010,
which equals 100. The wage
component is adjusted to 2010
dollars, and the unemployment
rate change is inversed to reflect
the right economic direction. By
combining these four major
economic indicators, the index
gives a broad measure of
business and resident economic
conditions of each state that can
then be compared and analyzed.

SEI: 2018 to 2019

Reflecting slower growth in
the current economic recovery in
the nation, business and labor
conditions of seven of the 50
states and DC deteriorated from
2018 to 2019, compared to two
with decreased SEI from 2017 to
2018. The fastest increase in the

-continued on page 3-
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STATE ECONOMIC INDEXES (2010=100), 2015-2019*

State 2019 Rank| 2015 | 2016 | 2017 | 2018 [ 2019
Alabama 4 1221 1253 141.0 1503 1724
The Connecticut Economic Digest is Alaska 51 111.1 107.8 106.9 109.6 113.2
published monthly by the Connecticut .
Department of Labor, Office of Research, and Arizona 29 1236 1305 137.7 142.0 145.1
the Connecticut Department of Economic and Arkansas 34 1209 1318 137.1 139.7 1432
Community Development. Its purpose is to California 7 1329 1412 151.7 1615 169.5
regularly provide users with a comprehensive ColEee 6 139.8 151.4 165.7 158.6 1715
source for the most current, up-to-date data . ' ' ' ' ’
available on the workforce and economy of the Connecticut 32 1195 1244 1287 1367 1442
state, within perspectives of the region and Delaware 33 124.8 129.2 130.4 140.8 143.3
nation. District of Columbia 44 1157 121.3 123.0 1268 130.0
The annual subscription is $50. Send Florida 2 133.6 1427 1529 1662 1816
subscription requests to: The Connecticut .
Economic Digest, Connecticut Department of Georg{la 10 126.7 1335 1396 152.7 165.2
Labor, Office of Research, 200 Folly Brook Hawaii 20 128.8 139.6 1558 1545 1518
Boulevard, Wethersfield, CT 06109-1114. Idaho 8 135.8 142.6 156.5 166.8 168.8
Make checks payable to the Connecticut Ilinee 27 124.8 126.0 132.6 141.4 1475
Department of Labor. Back issues are $4 per . ’ ’ ' ' ’
copy. The Digest can be accessed free of Indiana 1 1344 1403 1549 1585 1644
charge from the DOL Web site. Articles from lowa 36 121.6 124.4 131.7 142.4 141.6
The Connecticut Economic Digest may be Kansas 39 1216 124.6 1295 135.1 137.7
reprinted if the source is credited. Please send ' ' ’ ' '
copies of the reprinted material to the Managing Kentucky 28 130.7 1333 1355 1438 1452
Editor. The views expressed by the authors are Louisiana 50 110.1 1108 118.0 121.0 123.2
theirs alone and may not reflect those of the Maine 18 125.6 134.5 142.1 146.4 152.6
DOL or DECD.
Maryland 38 1175 1234 1274 1320 137.8
) ) ) Massachusetts 14 126.3 137.8 1425 1494 162.1
Managing Editor: Jungmin Charles Joo Michigan 13 138.1 143.6 150.4 160.1 162.4
Associate Editor: Erin C. Wilkins Minnesota 31 130.3 1282 1374 1491 1448
Mississippi 43 119.9 1249 1313 1354 1304
We would like to acknowledge the contributions Missouri 16 129.9 134.9 149.9 160.4 160.6
of many DOL Research and DECD staff and
Rob Damroth to the publication of the Digest. Montana 35 1258 128.0 132.9 138.7 1418
Nebraska 45 1234 1231 1264 1271 127.1
Nevada 3 132.6 143.7 1527 1644 176.6
° New Hampshire 30 1242 1325 137.3 1408 145.0
Connecticut New Jersey 24 1189 1261 1311 1386 1486
Department of Labor New Mexico 46 1100 1099 1139 1233 1262
Kurt Westby, Commissioner New York 37 122.4 126.2 129.5 137.5 140.5
Danté Bartolomeo, Deputy Commissioner North Carolina 17 1300 136.6 1454 1550 159.3
Daryle Dudzinski, Deputy Commissioner
North Dakota 41 128.3 122.0 126.8 1296 1344
Patrick J. Flaherty, Acting Director Ohio 26 1329 1324 1335 1403 1475
Office of Research
200 Folly Brook Boulevard Oklahoma 40 1209 1169 1229 133.8 136.9
Wethersfield, CT 06109-1114 Oregon 9 132.1 141.9 153.7 156.2 165.8
Ehon%e(gﬁgé ;%352575 Pennsylvania 42 1204 1199 1248 1333 1327
ax: -
E-Mail: dol.econdigest@ct.gov Rhode Island 12 127.2 1350 1459 1534 162.8
Website: http://www.ctdol.state.ct.us/Imi South Carolina 1 129.9 140.7 151.9 168.6 192.3
. South Dakota 49 122.6 125.0 1234 126.1 1255
Connecticut Department Tennessee 15 1260 1355 1494 1570 1614
[]
Of Etonl)m,( dﬂd Texas 23 1314 130.3 1352 1438 151.2
[J
Commumty Development Utah 5 1394 1447 1489 1583 1722
) - Vermont 25 122.0 128.0 134.0 1434 1475
David Lehman, Commissioner o
Glendowlyn Thames, Deputy Commissioner Virginia 21 120.8 1260 1323 1455 1514
Alexandra Daum, Deputy Commissioner Washington 22 127.4 1319 139.8 1456 1513
450 Columbus Boulevard West Virginia 47 1112 1135 120.7 1232 126.0
Suite 5 Wisconsin 19 130.0 136.8 1495 157.7 152.6
Eﬁgtrf]%r-disgg) %%%02300 Wyoming 48 1169 107.8 1161 1204 12509
Fax: (860) 500-2440 UNITED STATES 127.3 1321 139.0 1478 1534
E-Mail: decd@ct.gov *2010 =100 for all 50 states and District of Columbia 2011-2014 SEl are available upon request.
Website: http://www.decd.org State Economic Indexes developed by Connecticut Department of Labor, Office of Research
Data Source: Bureau of Labor Statistics
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-continued from page 1-

index occurred in Alabama,
South Carolina, and Florida.
Connecticut ranked 12™ among
states, in terms of over-the-year
growth rate (5.4%), moving up
from 227 place in 2018.
Meanwhile, the U.S. index rose
3.8% from 2018 to 2019. Seven
states, including Mississippi,
Wisconsin and Minnesota,
experienced a decline last year.

SEI: 2010 to 2019

Looking longer term, all 50
states and DC continued to show
positive SEI growth. South
Carolina, Florida and Nevada
topped the list, when new
business formations, jobs, real
wages, and unemployment rates
are all factored in. The
Connecticut index increased
44.2% since 2010, when the
economy began to recover, while
the nation’s index grew 53.4%.
Among the nine Northeast
states, Connecticut again ranked
8% above New York and
Pennsylvania (Chart 1). Rhode
Island’s economy improved the
most since 2010. All in all, only
17 out of the 50 states and DC
turned around faster than the
national average from 2010 to
2019. The map on page 4 shows
the different ranges of economic
recovery rate of each state.

Components of SEI:

Establishments

In terms of the number of
establishments, South Carolina,
Michigan, and Hawaii
experienced the fastest growth
over the year. Kansas, Idaho, and
Nebraska were among the five
states with declines from 2018.
Connecticut’s establishment
growth rate ranked 25% among
the states.

Over the last nine years,
Utah, South Carolina, and
Oregon had the fastest business
formations. On the other hand,
the number of establishments
fell in Illinois since 2010.

Employment

Last year’s average
nationwide employment grew
1.4%, slower than 1.6% in 2018.
Idaho, Arizona, and Utah were
the top job growth states, while
Connecticut ranked 50% in 2019.
Connecticut and West Virginia
were the only two states to lose
jobs over the year.

During the 2010-2019 period,
all but West Virginia added jobs.
Utah, Nevada, and Colorado
experienced the fastest
employment gains during the
current recovery. Meanwhile,
Connecticut’s job growth placed
48% from 2010 to 2019.

Real Wages

All states posted inflation-
adjusted wage gains in 2019.
Washington, Colorado, and Utah
had the fastest annual pay
increase. Connecticut ranked

Chart 1. 2019 SEI (2010=100), Northeast States and U.S.
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35" in terms of wage growth,
while West Virginia’s real
income grew the slowest over
the year.

Once again, the highest
annual average pay was earned
in DC at $96,274 in 2019 (in
2010 dollars). Connecticut’s wage
was fifth highest ($68,507),
following Massachusetts
($74,038), New York ($73,999)
and California ($70,058). Only 12
states and DC posted wages
higher than the nation’s average
of $58,136 last year. The three
states with the lowest average
pay in 2019 were Mississippi,
Idaho and Montana.

Since 2010, all 50 states and
DC experienced income gains,
with Washington, North Dakota,
and California having the fastest
increase. Connecticut’s wage
growth came in last place among
the states in the last nine years.

Unemployment Rate

North Dakota (2.4%), Vermont
(2.4%), and New Hampshire
(2.5%) posted the lowest
unemployment rates in 2019.
Conversely, Alaska (6.1%), DC
(5.5%), and Mississippi (5.4%)
had the highest unemployment
rates last year. Both Connecticut
and U.S. had 3.7% jobless rate.
The biggest percentage drops
occurred in Alabama, South
Carolina, and Massachusetts.
Mississippi, Minnesota, and
Wisconsin, however, experienced
an increase over the year.

Between 2010 and 2019,
South Carolina, Florida, and
Alabama had the biggest
percentage unemployment rate
drop. Connecticut’s jobless rate
dropped from 9.1% to 3.7%, while
it was from 9.6% to 3.7%
nationally.

SEI Diffusion Index: 2010-2019

One way to measure
aggregate performance of SEI of
all 50 states and DC is to use a
diffusion index. For each state,
the index is up, down, or
unchanged over the year. The
SEI Diffusion Index is calculated
by subtracting the share of
states that experienced
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Chart 2. SEI Diffusion Index, 2011-2019 that is interpreted as an

economic recovery or expansion,
while negative figures would
mean an economic recession or

100 92—-92 ——— .
contraction.
After experiencing strong
U growth rate in 2017 and 2018
(SET of 92), the national economy
er had weakened in 2019 with an
index of 71 (Chart 2).
40 -
Conclusion
20 1 The SEI for 2019 gives us a
o picture of economic performance

of the states prior to the

120

2011 2012 2013 2014 2015 2016 2017 2018 2019 pandemic which is causing so
) much change in 2020. Next year,
-continued from page 3- 90, equaling 84. Thus, if all 51 when we look at the 2020 index
decreases in their indexes from state indexes increase from a we will be able to see how those
the share that had increases prior year, then the diffusion changes affected establishments,
over the year. index becomes 100, and if all employment, earnings and
For example, index values in decline, then -100. If the SEI unemployment in each of the
46 states rose (90%), three (6%) Diffusion Index is positive, then  states and the country. ®

fell, and two stayed the same in
2011. The diffusion index is then

calculated by subtracting 6 from GENERAL ECONOM’C ’ND’CATORS

2Q 2Q YoY CHG 1Q QoQ CHG
(Seasonally adjusted) 2020 2019 NO. % 2020 NO. %
General Drift Indicator (1996=100)*
Leading 120.2 1415 -21.3 -15.0 132.6 -12.4 -9.3
Coincident 117.1 122.8 5.7 -46 123.3 -6.2 -5
Real Gross Domestic Product** 1Q 1Q YoY CHG 4Q QoQ CHG
(2012 Chained $, SAAR) 2020 2019 NO. % 2019 NO. %
Connecticut ($ in millions) 247,129.1 247584.7 -4556 -0.2 250,0451 -2916.0 -1.2
United States ($ in millions) 18,977,363 18,927,281 50,082 0.3 19,221,970 -244,607 -1.3
New England ($ in millions) 982,957.3 983,3494 -392.1 0.0 996,132.2 -13,174.9 -1.3
Per Capita Personal Income** 2Q 2Q YoY CHG 1Q QoQ CHG
(Current $, SAAR) 2020 2019 NO. % 2020 NO. %
Connecticut 81,606 77,111 4,495 538 78,213 3,393 43
United States 61,842 56,307 5535 9.8 57,519 4323 75
New England 78,469 69,625 8,844 12.7 70,827 7,642 10.8
Philadelphia Fed's Coincident Index (2007=100)*** Sep Sep YoY CHG Aug MoM CHG
2020 2019 NO. % 2020 NO. %
Connecticut 116.38 128.69 -12.3 -9.6 114.88 15 13
United States 123.50 129.30 -58 -45 122.89 06 05

Sources: *Dr. Steven P. Lanza, University of Connecticut  **U.S. Bureau of Economic Analysis ***Federal Reserve Bank of
Philadelphia

General Drift Indicators are composite measures of the four-quarter change in three coincident (Connecticut Manufacturing Production Index, nonfarm employment, and
real personal income) and three leading (housing permits, manufacturing average weekly hours, and initial unemployment claims) economic variables, and are indexed so
1996 = 100.

The Philadelphia Fed’s Coincident Index summarizes current economic condition by using four coincident variables: nonfarm payroll employment, average hours
worked in manufacturing, the unemployment rate, and wage and salary disbursements deflated by the consumer price index (U.S. city average).
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