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PREFACE

If politics were a Scrabble game, the jobs issue would be the letter E.* It pops up more than just about any other issue the country faces. Elections are won and lost over it. Op-ed writers opine about it. Pollsters interrupt family dinners to ask people how they feel about it. From the White House to city halls, politicians have been speechifying about jobs and unemployment almost incessantly for the last several years. Even when they are talking about other problems, such as the federal budget deficit or energy, they still bring it back to employment: their ideas will create jobs, while whatever their opponent suggests is a “job killer.” Nearly all of them claim they’ve got the right idea for reducing unemployment and getting the economy back to abundant jobs and rising salaries. Just do things my way, they all seem to say, and everything will be fine.

THE NUMBERS ARE ABYSMAL

There’s a good reason why politicians are talking jobs. Since the global financial crisis and the Great Recession began in late 2007, the jobs picture has been so abysmal that it’s demoralized and discouraged nearly everyone.1 Millions of Americans have seen their financial lives unravel. Some will probably never get back to where they were.


• The U.S. economy lost more than 8 million jobs in the recession.2 The Congressional Budget Office (CBO) estimates that we won’t get back to anything near full employment until 2016.3 Some economists say we face an even longer-term jobs drought.4

• In any given month since the recession hit, some 13 to 15 million Americans have been out of work.5

• And in any given month, more than 8 million people who wanted full-time work were in part-time jobs instead.6

• More than 1 American family in every 10 has someone unemployed.7

• Even people with jobs have been taking a hit. Since the recession, 28 percent of Americans say they have had their hours cut back.8 About a quarter have had their pay reduced. Another 12 percent report being furloughed or asked to take leave—that’s roughly one American worker out of ten.9



If we were talking about a disease, this would be a pandemic.

A PROBLEM THAT’S HERE TO STAY

What’s worse, nearly all the “smart people” (including many who actually are smart) say the jobs situation isn’t going to turn around fast. Experts expect unemployment to remain high for years even as other aspects of the economy may be improving.

Given the head-spinning changes in the world economy over the last ten or fifteen years, we may well have come to the moment when this country has to start doing some things very differently if we’re going to have enough jobs for roughly 154 million American workers.10 Since the vast majority of us rely on a job (or jobs) of some kind to put food on the table, this is hardly some abstract, far-off problem for people in posh hotel conference rooms in Washington, D.C. This is something all of us need to understand.

But having enough jobs to go around isn’t enough—at least we don’t think so. There’s also the question of whether there are enough jobs here in the United States that pay enough for workers to maintain a decent standard of living and still have a little money over at the end of the month. A lifetime spent in jobs that pay peanuts, skimp on benefits, and vanish into thin air every time the economy hits a bump isn’t exactly what most Americans have in mind.

CAN WE GET BACK TO WHERE WE BELONG?

Sensing, rightly, that voters are deeply unnerved by what’s been happening to American jobs, politicians are scrambling. They have been tossing out ideas for “stimulating” the economy, creating new jobs, saving old ones, and getting us back to where we were before the great economic meltdown.

The jobs issue is poised to be a major theme in the 2012 presidential election, and other campaigns too. It’s hard to imagine that anyone wouldn’t like to vote for candidates for president, Congress, governor, and mayor who will make this issue a genuine priority and will also make smart, compassionate, forward-looking decisions about it—decisions that set the United States on a good path for jobs for many years to come. But given what goes on in campaigns these days—the sloganeering and the posturing, the distortion and the half-truths, the snake oil and the hyperbole—deciphering what politicians are really saying and what they’ll actually do once they’re in office can seem like a full-time job itself.

And that is why we wrote this book. The country faces a grave problem—one that can undermine the lives of millions of Americans—and the political discussion about it is, frankly, horrible: opportunistic, confusing, and a mishmash of bombast and denial. Our book is designed to help voters sift through the political rhetoric and begin to sort out the clatter of proposals politicians are offering. It’s intended to provide some context and clarification on an issue that is, for most of us, confusing and complicated. We also want to make sure readers get a chance to think about some ideas and trends that aren’t being raised by politicians. These are ideas that aren’t easily packaged into sound bites, but some of them could be crucial to turning the U.S. jobs picture around.

Where Did the Jobs Go? is a citizens’ guide to the jobs issue, written specifically for readers who aren’t economists, financiers, business school professors, or policy wonks working for think tanks. In the following pages, we’ll explain some of the best thinking about what’s been happening to American jobs and lay out the major options for addressing the problem as clearly as we can. We’ll cover proposals from the political left, right, and center and try to help you understand risks, costs, and trade-offs associated with each of them. We have tried to ditch the economists’ lingo and keep the data dump to a minimum.

WHY US?

We’ve written similar books before. One of our books—Where Does the Money Go? Your Guided Tour to the Federal Budget Crisis—looks at the government’s hemorrhaging debt and the financial dangers facing Social Security and Medicare. Another, Who Turned Out the Lights? Your Guided Tour to the Energy Crisis, spells out lots of choices for changing the way the country gets and uses both traditional and alternative energy.

We are both senior fellows at Public Agenda, a nonprofit, nonpartisan research organization that covers policy issues and conducts public opinion research.* In our work there, we have spent years translating expert information into terms and concepts that people who aren’t experts can understand. This series of books is an outgrowth of that work.

Now that we’re tackling the jobs issue—and before getting to the nuts and bolts—we’d like to explain a little of our thinking behind this book:

First, we’re going to focus expressly on jobs—how to create them and keep more good ones in the United States. This is not a book about how to generate economic growth in general or how the U.S. economy can compete better globally. It’s not about how to shrink the gap between the rich and poor or how to reduce poverty. Those issues are important. They are all related to the jobs issue, and we’ll certainly touch on them as we go along. But our theme is jobs, jobs, jobs. It’s the public’s number one measure of whether the economy is working, so our intent is to sort through what the country might have to do (or avoid doing) to get better results on that score.

Second, we’re going to take a look at the long term—not just the problems of the Great Recession.

For the last couple of years, the United States has been digging out of one of the worst recessions since the Civil War. (There have actually been more than thirty of them since that time,11 although back then they were known as “financial panics” rather than “recessions.” But these days even economic downturns seem to have spin doctors.) Since the economy went into a tailspin in the second half of 2008, there has been a continuing debate about how to perk it back up and stem job losses in the meantime. Economists and politicians have spent so much time talking about stimulating growth and job creation that they sometimes seem like bartenders pushing coffee at closing time, hoping the economy will wake up and get moving again. As this book goes to press, the United States is technically not in recession and the economy is growing, but the jobs picture is still dismal for millions and millions of Americans. Moreover (and we’ll come back to this in more detail later), even before the Great Recession hit, the jobs situation left a lot to be desired. That’s why we’ll be looking at some longer-term issues and solutions—issues that will affect the kinds of jobs we have here over the next couple of decades.

Third, we’re taking the toolbox approach.

Maybe you have a friend or relative who can spend hours happily wandering around Sears or Home Depot. These people (and maybe you’re one of them) seem to know what all the various tools and devices do and apparently get a kick out of examining and comparing them. But if you’re not a Mr. or Ms. Fix-It, a visit to the hardware department is a mind-numbing experience. Luckily, there is an option. You can buy one of those little red metal boxes containing your basic hammer, pliers, and flathead and Phillips screwdrivers, along with a selection of the nails and screws most people need most often. That’s essentially what this book does. We’ve sorted through countless books, reports, analyses, and articles about jobs and the economy and tried to select and organize the most crucial facts and ideas and put them together in one place. This book doesn’t contain everything you could possibly need—even with a toolbox, you may have to run out to the hardware store to get something specific—but we hope it’s a good starting point.

Fourth, our mission is to explain the basics.

Neither of us is an economist, and although we’ve spent our careers covering many different public policy issues, we can’t claim that we started this book with any particular expertise on jobs and joblessness. However, we’ve done the homework, and as strange as it sounds, not being an expert is an advantage when it comes to translating a complex, convoluted, and contentious issue for typical citizens. When we set out to write this book, we came to the jobs issue with the same questions, doubts, suspicions, and moments of complete befuddlement that other Americans have. Having put in the time to sift through the facts and sort out the arguments, we’d like to think we can help you do it too.

Fifth, we’re presenting choices, not recommending solutions.

Haranguing the rest of us about how to solve the country’s economic problems does seem to be one area where plenty of people are finding work. There are “experts” in newspapers, on cable news and business shows, and all over the Internet who will tell you exactly what should be done about the U.S. economy and jobs. Most of them seem smart, a lot of them are very well dressed, and they all are positive they’ve got the answers. Still, it’s worth remembering that former Federal Reserve chairman Alan Greenspan—who was touted for years as someone who could feel changes in the business cycle the way animals sense earthquakes coming—missed the whole Wall Street bubble, and he wasn’t the only economic biggie to miss that one. So maybe it’s time for more of us to do more thinking for ourselves. Our aim is to help you do just that. Instead of recommending solutions, we’ll give you some background information, and then we’ll describe a broad range of choices and summarize the pros and cons. We list our sources so you can dig into this more if you want to. The rest is up to you.

Sixth, we’re writing a guide for citizens, not offering advice for investors, entrepreneurs, or job hunters.

It’s probably obvious from what we’ve said so far, but the focus of Where Did the Jobs Go? is on the public decisions that national, state, and local governments make and on the broad social, political, and economic developments that surround them. We’ll home in on the things that government might do and things it ought to avoid doing to improve the jobs picture for the future. Based on our experience, many Americans dramatically overestimate how much influence the president, Congress, or their state’s governor really has on jobs and unemployment. The United States has a private economy, and most of what happens reflects countless individual decisions made across the country by consumers, investors, business owners, bankers, inventors, and others. Nevertheless, government policies on taxes, investment, financial markets, immigration, trade, education, transportation, energy, and other arenas affect how many jobs we have in the United States and whether they’re the kinds of jobs that nurture and support a strong middle class. That’s what we’ll be writing about.

Seventh, small things change, but the big questions remain.

There are researchers in government and the private sector who measure just about everything in our economy that can be measured—economic growth, productivity, imports, exports, unemployment, how many new jobs the economy is creating, and more. These numbers change all the time. That’s why all those charts tracking economic data have so many little squiggles in them. Maybe there will be better news on the jobs front after this book goes to press. We sincerely hope so. But upticks, however welcome, shouldn’t distract us from facing up to the big, big, big challenges the United States faces on jobs.

To keep up with population growth, we need more jobs. To make up for the millions of jobs lost in the recession, we need more jobs. To maintain our standard of living, we need jobs that pay good wages. To be a nation that truly offers a fair chance for everyone, we need jobs for people who were falling through the cracks even in good economic times. To ensure that our children inherit a country that still offers the American dream, we need to make decisions that will provide them with good jobs and opportunities too.

Eighth, there is no foolproof formula for getting the good jobs back fast.

We’ll say it right up front: this is the toughest issue we’ve ever tackled. Other issues come down to arithmetic. To balance the budget, you can raise taxes, cut spending, or do some of both. On energy, moving away from fossil fuels and developing alternatives is expensive and inconvenient, but most of the engineers and scientists say it’s doable. There are realistic options out there. With jobs, sad to say, there is no surefire equation. There are certainly things the country could do to better its chances of creating more jobs and preserving the jobs it has, and there are certainly things we need to avoid, but in some respects it’s a little like love. There is no recipe—when it goes right, it seems magical, and when it doesn’t, you just have to pick yourself up, try to figure out what went wrong, and start all over again.

One goal we have in writing this book is to insert a little humility into this whole discussion about jobs. Experts and politicians may be very articulate and persuasive, but that doesn’t mean that their recommendations will produce a surefire success. They don’t have any iron-clad answers.

So this book is about the choices Americans need to make to address our jobs challenge, and your thoughts and ideas are as important to this national discussion as those of any politician or talking head.

HOW BIG AN ISSUE IS THIS?

Some people may ask how much of a problem this jobs thing really is. After all, most people who lose their jobs find a new one after a while. Maybe it’s not exactly what they were looking for, and maybe it doesn’t pay as much as their old job or offer as much promise; still, most people who look hard enough for work do eventually find a job of some sort. There are even a couple of interesting books from people who went from working in posh corner offices to working behind a counter and found some good in their changed circumstances.* People adjust. If needed, they downsize their dreams and lifestyles. The United States has a huge economy and incredible resources. Even if the jobs situation isn’t what it once was, we’re still doing better than the vast majority of humankind.

But is that enough? When adults who aren’t especially good with children are forced to talk to one, they often resort to asking: “So what would you like to be when you grow up?” The question itself implies that nearly all adults work and that the kind of work you do is part of your identity. But it also implies that we live in a country where children have choices about what they do in life. It suggests that ours is a country where people can shape their own future and find work that’s meaningful and productive—work that’s just right for them.

It’s at the very core of how Americans see themselves: If you work hard, you’ll thrive. If you have aspirations, you can pursue them. That’s what’s in danger now. Figuring out how to reinvigorate that quintessentially American social contract is what this book is about.


CHAPTER 1

IT’S NOT OVER UNTIL IT’S OVER

Six Reasons to Worry About Jobs Even If You Have One

So no one told you life was gonna be this way. Your job’s a joke, you’re broke, your love life’s DOA.

—The Rembrandts, “I’ll Be There for You”

We can’t help you with your love life, but we have got some thoughts on the jobs and money part of it. The way most Americans see it, the economy just isn’t providing enough good jobs at good wages for people who need and want them.

Most of us hoped that by now the United States would be closing the door on all the economic fallout of the Great Recession. Some trends have improved, but we still face an uncertain, troubled road ahead on jobs. Will we have enough of them? And will they be the kinds of jobs that give people a secure and decent future?

“WHAT ARE THESE? LIKE, FAMOUS CHICKENS?”

We opened the chapter with a couple of lines from the theme song from Friends,* and the show isn’t a bad place to start. The actors who played the six “friends” certainly did well enough. At the time, they earned some of the highest salaries ever paid to performers in a TV comedy series.1 But the work lives of the twentysomething characters they played—Chandler, Ross, Joey, Monica, Rachel, and Phoebe—were a mixed bag. In one episode, the six go out to dinner to celebrate Monica’s recent promotion. Chandler, Ross, and Monica have good jobs in promising careers. Meanwhile, Rachel, Joey, and Phoebe are bouncing from job to job, barely able to make ends meet. At a posh restaurant, the more prosperous friends enjoy a good meal and generally make merry. Meanwhile, their less securely employed pals nervously scan the menu, where even the chicken dishes are pricey.2 Outrageously pricey. At one point Joey asks, “What are these? Like, famous chickens?”3

This may be one of the few concessions to economic reality during the entire run of the series. After all, even the intermittently employed Joey, Phoebe, and Rachel lived in improbably huge Manhattan apartments. Yet this dinner among friends mirrors the broader experiences of Americans overall. Those of us with good jobs and prospects are enjoying dining out again. Those of us without good jobs or with no job at all are worrying and scrambling to pay the bills.

LIVE LONG AND PROSPER?

The economic nosedive of 2008 and 2009 jangled everyone’s nerves—even Americans who managed to survive with jobs, homes, and savings relatively intact. Businesspeople and entrepreneurs were rattled as well—even very successful ones have been slow to expand their businesses and hire new workers. What many of us don’t realize, however, is that according to the numbers, the United States has actually been stumbling for a good decade or more. Here’s some of what we’re up against:

The country lost millions of jobs in the Great Recession, and it will take years to get them back.

Between the end of 2007 and the beginning of 2010, the U.S. economy lost about 8.4 million jobs.4 Companies laid workers off, and many folded, so their entire workforces lost their jobs. State and local governments have been slashing payrolls as well.

It could be years before unemployment rates return to prerecession levels—if they ever do.

Before the global economic crisis turned into a tailspin, unemployment rates hovered around 5 percent. At the recession’s worst points, they doubled.5 But even though the U.S. economy is picking up, a complete bounce-back on jobs doesn’t seem to be in the cards anytime soon. Economists at the Federal Reserve predict that unemployment will be between 7.1 and 8.4 percent in 2012.6 Economists at the nonpartisan Congressional Budget Office are not projecting a return to a rate near 5 percent until 2016.7 Some economists question whether a return to that 5 percent level is even possible given the changes in the way the U.S. and world economies function now, along with the layoffs resulting from reducing the size of government (federal, state, and local) to tackle deficits. The numbers can become a blur, but here’s the bottom line: every percentage point of unemployment means about a million and a half Americans who want jobs but can’t find them.8

That’s an average—the jobs picture is even worse for some groups.

Even in the good old days of 5 percent unemployment, some Americans were far more likely to be out of work than others. According to the Bureau of Labor Statistics (BLS), the unemployment rate for African Americans is generally about twice that of whites.9 People under nineteen have higher jobless rates.10 And in good times and bad, education matters. During 2010, the unemployment figure for college graduates was only 4.7 percent. Meanwhile, the jobless rate for people without a high school diploma was 14.9 percent.11 As the BLS itself points out, “Regardless of whether the economy is booming or contracting … more education is associated with less unemployment.”12

The U.S. economy is not creating new jobs the way it used to.

The U.S. economy has had plenty of ups and downs over the past fifty years, but until the last decade, it cranked out new jobs on a pretty reliable basis. Between 1940 and 1950, the number of paid jobs in the United States grew by a whopping 38 percent.13 Granted, part of that was World War II itself and the “Rosie the Riveter” wartime jobs, which was followed by the amazing postwar boom. But even in the 1980s and 1990s—when there were a couple of really nasty recessions—paid jobs increased by 20 percent.14 So how has the United States done now that we’ve entered the twenty-first century? When the government completed its analysis of what happened between 2000 and 2010, even many experts were surprised to learn that the U.S. economy lost more jobs than it created during that period.15 That’s even worse than it sounds because there’s no such thing as holding steady in this area. The various experts don’t necessarily agree on exactly how many jobs we need to create to keep up with population growth, but the estimates range from about 110,000 to 150,000 a month.16 If the economy doesn’t come up with something in that range, we’re going backward.

American families have been losing financial ground.

When you take inflation into account, the typical American family is bringing in less cash than it did back when “ Mambo Number 5” was topping the charts* and George Clooney was still playing Dr. Ross on ER.17 According to census data analyzed by the Wall Street Journal, the inflation-adjusted income for a typical U.S. household fell 4.8 percent between 2000 and 2009.18 This is the first time Americans have lost ground in this way since the government began collecting the figures in the 1960s.19 Meanwhile, the number of Americans who are poor has edged up. In 2009, more than 43 million people had incomes below the government’s official poverty line of $11,161 for an individual under sixty-five and $21,954 for a family of four.20 As the Journal pointed out, the economy seems to have been especially brutal for younger Americans—more than four in ten people between twenty-five and thirty-four reported incomes below the poverty cutoff.21

A lot of us are in jobs that are insecure and almost destined to be low-paying.

If you have special skills and work in a field that is growing like gangbusters, chances are you will do pretty well finding and keeping a job. And you’ll probably be well paid too. After all, employers need you, and since there aren’t that many other people who can do what you can do, the boss is more likely to cough up extra dough to hire you and keep you on the job. If you don’t have any specific skills—or you have skills that gazillions of other people have—you’re just not going to do as well. According to a study by the McKinsey Global Institute, more than seven in ten Americans are “in jobs for which there is low demand from employers, an oversupply of eligible workers, or both.”22 These researcher types specialize in dry language, but we’re sure you get the picture. To add to the gloom, the Bureau of Labor Statistics projects that the largest number of job openings through 2018 will be for cashiers, waiters and waitresses, and office clerks—positions that don’t usually offer the best salaries or benefits.23 And what happens when your job can be done by someone in another country who is more than content to take a fraction of what you’ve been earning? Well, your job prospects are even grimmer.

That’s a formula for the rich and talented getting richer, and the rest of us muddling along. And that in fact is what has been happening for quite a while now. Over the past two decades, income for the top 10 percent of American households grew at roughly double the rate of just about everyone else.24*

COLLATERAL DAMAGE

These six trends are pretty bad by most Americans’ lights. Lots of people are out of work, and even people with jobs are losing ground economically. But it’s worse than that. Generally, we think of losing a job or having to work at a job that doesn’t pay enough or offer enough security and benefits as an individual problem. If you’ve been there for even a short period of time, we don’t have to tell you how much anguish and heartbreak it causes. But these bitter individual experiences set other problems in motion—and insidious ones at that. There’s a domino effect when too many people are out of work or are scraping by in low-paying jobs with little future. Consider these:



•  Joblessness means less consumer spending. When people don’t have jobs or are in jobs that don’t pay enough, they cut their spending to the bone. That means that the people who are trying to make a living selling things and offering services see their incomes drop as well. In many cases, they too have to lay off some of their workers to keep their businesses afloat. It’s a fact of economic life: businesses need customers who have enough money to buy what they’re selling, and when more people have jobs and money to spend, companies expand and hire more workers.

• Joblessness leads to foreclosure and bankruptcy. People who don’t have jobs or who end up working at jobs that pay less than their old job often lose their homes and their retirement savings, or even declare bankruptcy.25 Yes, during the mortgage bubble some people bought houses they couldn’t afford, and when the economy was soaring some people just kept whipping out the plastic anytime they saw anything their little hearts desired. They didn’t save for a rainy day, and when the rains came, they went underwater. Maybe you’re not feeling so sympathetic to everyone who’s in bad straits these days; that’s really up to you. But the truth is that foreclosures and bankruptcies spread damage far and wide. As people used to say back in the seventies, they’re just not good for children and other living things. Lenders don’t get their money back (and remember, not all lenders are those humongous banks and credit card companies we love to hate). Foreclosures bring down property values for people living nearby, and that includes many who borrowed wisely and have made every single payment on time. Families, neighborhoods, local merchants, and entire communities suffer too.

• Joblessness means less money for cities, states, and the federal government. Unless you were asleep for the past few years (and if you were, congratulations; you couldn’t have picked a better time), you know that government budgets nearly everywhere have been awash in red ink. One major reason is that unemployed people and people who are earning less than they used to don’t pay as much in taxes. They’re not making as much money, so they pay less income tax. They buy less, so they pay less sales tax. Foreclosures and falling home prices mean local governments collect less money from property taxes. As it turns out, this is a gift of red ink that can just keep on giving. When states and cities have less tax money coming in, they have to cut their own spending, so they lay off workers. Plus they postpone building and refurbishing things, so the companies and workers who might have worked on those projects lose out too. Then there’s the double whammy effect (to use the technical term): even though high unemployment rates and reduced family incomes mean tax revenues are lower at every level of government, the demand for government help actually goes up. More people need unemployment checks; more people need food stamps; more people lose their health insurance and have to go to the emergency room at public hospitals. Less money is coming in, but people—more people than before—still need these basic services that government supplies.

• People who lose their jobs or who enter the workforce during a tough job market may never catch up economically. Studies show that people who are unemployed for long periods of time, or young people who start out their careers during a downturn, often end up permanently losing ground. One Yale study that looked at white men who graduated from college between 1979 and 1989 found that those who graduated during the 1981–82 recession made 25 percent less their first year than those who graduated in more prosperous times. That’s not so surprising. What’s more striking is how much past wages can influence future wages. The study found that those graduates were making 10 percent less on average, even seventeen years later.26



If you sense a theme here, you’re right: joblessness feeds on itself. When one person loses his job, other jobs are at risk too. If you managed to get through the last few years without taking a major financial hit, you can count yourself as one of the lucky ones. But even if you and your family escaped the worst of it, it’s unlikely that you’re getting off scot-free. Over time, job trends like those we’ve had over the last decade chip away at the vibrancy of our economy, and they eat away at the confidence and optimism of the nation as a whole. None of us can escape that.

Unhappily, turning things around is going to be tricky. Experts and economists don’t necessarily see eye to eye on what’s causing our jobs problems, much less how to fix them. Ask experts why the country has lost so many good jobs in recent years, and they’ll point to a whole lineup of potential suspects.



• All those American manufacturers who closed plants here and opened new ones in countries where labor is cheaper.

• Government (national or local, take your pick) with its ever-expanding morass of red tape. Or Congress and the Beltway bureaucracy where the lobbyists and big campaign donors hold sway.

•Investors who decided that companies in China or Singapore or Brazil offer a better chance for growth than companies here at home. You might even be one of those yourself.

• Slick Wall Street bankers and derivative traders playing incomprehensible games with money they didn’t really have and getting megabonuses for doing it.

• Learjet-loving CEOs who ran America’s auto industry and other manufacturing companies into the ground.

• Labor unions that pushed manufacturing costs into the stratosphere.

• The Chinese and other foreign countries that won’t play fair on their trading policies.



Or maybe it’s like some diabolical magic potion—add a dash of this and a little of that, and poof! Millions of American jobs disappear.

It’s a confusing and infuriating state of affairs, and frankly, a lot of us need help figuring it out. So that’s our agenda for the next couple of hundred pages.

In the chapters to come, we’ll run through some of the main reasons why the country has been losing jobs. We’ll take a look at a whole slew of possible solutions. Since we’ll all have to live with the results (or lack of them), we’ll try to explain what’s being proposed to spur job creation and why the people promoting these ideas believe they’ll be effective. We also think it is crucial for you to understand the risks, costs, and trade-offs of the various ideas and strategies on the table. None of them comes with a money-back guarantee.

We’re sure that you yourself don’t have any of those refrigerator magnets that talk about “when the going gets tough, the tough get going” (or “shopping” or “boating” or any of the other popular variants). The saying is as trite as they come, but it’s surprisingly apt here. The United States is a country with enormous assets, still very rich and powerful by world standards. Not to polish our own apple too much, but Americans have repeatedly shown themselves to be an enterprising and very hardworking people. We are tough. Whether we actually get going or not is now up to us.

How Low Can You Go: How Much Unemployment Do We Have to Live With?

When thinking about employment, it’s worth stopping for a moment and considering the strange existence of Cosmo Kramer. Not because Jerry’s neighbor on Seinfeld is unemployed, but because of what he tells us about who isn’t employed.

Kramer is a man who has, to use an old-fashioned legal term, “no visible means of support.” When asked what he does for money, he just gives that weird, self-assured smile and says, “Oh, I get by.” At one point we find out that he’s been on strike from H&H Bagels for eleven years.* He’s been an author of a coffee table book (about coffee tables), a stand-in on television sets, a Marxist-influenced department store Santa, and a Calvin Klein underwear model, but those gigs don’t last for long. Granted, Kramer has a certain entrepreneurial flair, but few of his ideas work out in the end.

The real point is this: how does Kramer fit into the jobs picture? He doesn’t have a job. He’s not looking for a job. There’s almost no conceivable economic policy that could get him into a job.

The fact is that no matter how well the economy is humming or what the government does, there’s a certain amount of unemployment out there. Not everybody’s going to have a job. And not all of the people in that category are anything like Kramer, who seems basically content with his lot.

Economists use the term full employment, which basically means that everyone who wants to work and is capable of working has a job. Aiming for full employment has been official government policy for decades (the Federal Reserve’s mandate, for example, is “maximum employment, stable prices, and moderate long-term interest rates”). But there’s also a flip side: the natural rate of unemployment, which covers unemployment caused by reasons other than the usual ups and downs of the business cycle. Essentially, this means the people who could be working but aren’t, for reasons that are not necessarily related to the economy.

The natural rate of unemployment includes all kinds of situations. Some people, at any given moment, just happen to be between jobs. Even in the best economies, some businesses shut down or restructure. Young people also tend to be between jobs more, as they first enter the workforce or job-hop before settling down in a career. (Economists call this frictional unemployment, since it’s a normal part of the churn in the job market.) Then there are people who are voluntarily not working: stay-at-home parents, for example. And there are a few Kramers, wending their eccentric way through life, but nobody thinks that’s a big factor here.

So what is this natural rate of unemployment? Like everything else in economics, it depends on whom you ask—and it’s a moving target. In the 1990s, the conventional wisdom said the natural unemployment rate should be about 6 percent, but it ended up dropping to a little over 4 percent. For most people, that was good news, but it actually freaked out some economists, who believed it could signal galloping inflation as employers raised salaries in an effort to compete for scarce workers.27 (A false alarm, as it turned out.)

The Congressional Budget Office, the generally accepted umpire for the government’s fiscal policies, currently assumes natural unemployment should be about 5.2 percent.28 Some experts, however, argue that recent trends in the economy may have pushed it higher. Technology could be reducing the number of workers we need to get the job done, for example. Or the Great Recession may have forced older people into early retirement when they’d rather be working. A paper issued by the Federal Reserve Bank of Cleveland argues that factors such as these have pushed the rate up to about 5.6 or 5.7 percent.29

So how do they measure unemployment anyway? How do you tell the difference between Kramer and the vast majority of people who are unemployed? A lot of people assume that the government determines the unemployment rate by counting the number of people who file for unemployment insurance. They do count that, but just looking at what’s happening at the unemployment office would miss people whose benefits have run out or who weren’t eligible for some reason (say, they quit their job voluntarily). Instead, the Bureau of Labor Statistics conducts a monthly survey covering 60,000 households, or about 110,000 people.30 Based on the survey, people are put into one of three categories:


1. People with jobs are employed. That means they worked for pay either full-time or part-time during the previous week. It also includes people who were out sick or on vacation if they have a regular job.

2. People who are jobless, looking for jobs, and available for work are unemployed. The BLS puts some effort into defining this. You have to “have actively looked for work in the prior four weeks” and be “currently available for work.” Actively looking includes contacting potential employers and employment agencies, sending out résumés, answering advertisements, and such.

3. People who are neither employed nor unemployed are not in the labor force. This is the trickiest category, and the one that’s most controversial. In fact, you can think of this as the Cosmo Kramer Memorial Labor Category.



Clearly some people aren’t looking for jobs—maybe they’re retired or have decided not to work for a while to care for children. Maybe they won the lottery or inherited a boatload of money, or maybe they’re like Kramer and they just glide by somehow. However, there are people whom the BLS calls “marginally attached” to the workforce—sometimes they’re called “discouraged” workers. The key factor is that they say they’d like to work, but they haven’t been looking lately. The BLS describes four common reasons why people who want jobs don’t look: (1) they don’t think there are jobs in their line of work; (2) they haven’t been able to find work, so they’ve stopped looking; (3) they lack needed skills or training; or (4) they believe employers are discriminating against them because of age or another reason.*

Sometimes when the economy begins to pick up after a recession, some of these discouraged workers feel less discouraged and begin looking for jobs again. That’s why the unemployment rate can rise even though more jobs are opening up. During the aftermath of the Great Recession, the number of discouraged workers has been unusually high, because the economy’s been so slow to recover that more people than usual either have given up or are sitting it out for a while. Just to give a sense of proportion, in March 2011 the BLS listed about 921,000 workers as “discouraged” because they don’t think there are any jobs out there, and another 1.5 million as marginally attached because of school or family responsibilities.31

The key takeaway here is that full employment isn’t the same as zero unemployment, and zero unemployment isn’t possible. There’s an irreducible minimum here—but that doesn’t mean we shouldn’t push it as close to the minimum as we can.


CHAPTER 2

HAS AMERICA LOST ITS MOJO?

What goes up must come down,

Spinning wheel got to go ’round

—Blood, Sweat & Tears, “Spinning Wheel”1

There’s a familiar career path in Hollywood. A young actor rises to stardom and glides through leading roles in a string of hit movies. After some time at the top, the box office magic starts to fade. It’s on to straight-to-video movies, commercials, infomercials, Dancing with the Stars, and reality TV. It’s happened to some very talented people. Some of them climb back, and some of them don’t.

Take Jack Palance. He soared into screen stardom in the 1950s and received two Oscar nominations—one of them for his role as the chillingly creepy, black-clad gunslinger in Shane. In the 1960s and 1970s, though, his career nosedived. At age seventy-three, in the kind of comeback story we all love, Palance pulled himself back into the limelight, winning an Oscar for his role in City Slickers and punctuating his acceptance speech with a set of one-handed push-ups.2

Just because you’re good, it doesn’t mean you stay on top indefinitely, and just because things go downhill, it doesn’t mean you can’t come back. And that pretty much sums up where the United States is right now in terms of jobs and the economy.

In many respects, we’re still one of the world’s best economic performers. When the World Economic Forum surveyed economists and business experts to choose which of 139 nations is the most economically competitive as of 2010, the United States came in at number four after Switzerland, Sweden, and Singapore.3 The gurus who do the rating look at dozens of categories ranging from taxes and inflation to the threat of terrorism and employee work ethic, so this is very good news overall.

At the same time, there are signs that our position is weakening while other nations are coming up strong. The upshot is that we face some important choices in the next few years that will probably determine whether the United States continues to sit at the top of the economic pyramid, providing Americans with one of the world’s best standards of living, or begins to slip downward.

A ONCE-IN-A-LIFETIME OPPORTUNITY

In the decades following World War II, the United States became the most prosperous nation in history, and the lifestyle of typical Americans—just ordinary, run-of-the-mill middle-class folk—became the envy of people around the world. We did a lot of things right after the war. We made decisions that helped strengthen and expand our economy and provide good jobs for a huge swath of the workforce, such as the GI Bill, which enabled millions to go to college, and the interstate highway system and other infrastructure investments, which helped support the economy.

But we also enjoyed a once-in-a-lifetime advantage. Europe and Japan were in ruins after years at war. Much of the rest of the world had barely entered the industrial age. Economically speaking, we had the playing field pretty much to ourselves. We worked hard, and we prospered.

But the world has been changing, and so have we. Although our economy is still a superstar by most measures, the “miraculous” post–World War II job engine is sputtering. Virtually everyone wants to rev up the country’s ability to create more jobs and hold on to them, but there’s not a consensus on how to do it even among economists and other experts. There’s not even a genuine consensus about what the target should be—something we’ll talk more about later.

DO WE HAVE TO BE THE BIGGEST AND THE BEST TO HAVE GOOD JOBS?

Economically speaking, the United States has gotten accustomed to being the king of the hill, but as we’ll discuss throughout the book, that may or may not be possible anymore. Even so, having the biggest and fastest-growing economy isn’t the only strategy for improving the jobs issues that bother most Americans. We may need to figure out how to have an economy that creates and keeps a lot of good jobs here, even if we aren’t winning all the speed races anymore. After all, a lot of big-time stars seem happy enough raking in big bucks appearing on TV rather than on the silver screen. And they still get to live in the Hollywood hills.

SLIP-SLIDING AWAY: TEN UNSETTLING DEVELOPMENTS TO PONDER

Americans who don’t follow economic data avidly—or who haven’t traveled in China, Singapore, or Europe recently—may still think of the United States as the most advanced country in the world and as its unmatched economic power-house. That’s still largely true. Compared to most of humanity now and throughout history, we are still doing quite nicely. But there are also signs that our decades at the top could be coming to an end. Let’s take a quick look at some key changes to keep an eye on.

1. The United States will almost certainly lose its place as the world’s largest economy.

The size of a country’s economy is generally measured by its gross domestic product, or GDP, which is more or less the sum total of all the goods and services the country produces. For the United States, that’s estimated to be about $14.7 trillion in 2010, a huge number that has so far let us hang on to the title of biggest economy in the world.4 But China, whose economy has been red hot for the past decade or so, had a gross domestic product estimated at about $10.1 trillion in 2010.5 Most experts expect it will beat out the U.S. economy (in sheer size at least) at some point in the next fifteen years.6 China has already surpassed the United States and Germany to become the world’s largest exporter.7 But it’s not just China that’s coming up fast. If you consider the European Union as a single economy, its gross domestic product is already slightly bigger than ours.8

2. Our economy isn’t growing as fast as it did in the past.

Between 1950 and 2000, the U.S. economy quintupled in size,9 and that led to more jobs and a rising standard of living for millions of Americans. Lately, though, the U.S. economy hasn’t been growing as rapidly, and that was true even before the Great Recession reared its unsightly head. Economists like to measure how much a country’s gross domestic product is growing on a per-person or per capita basis. (Why is the per-person measure important? Share a pizza with six friends, and you’ll get a nice big slice; share it with twenty, and you’re going home hungry.) On that basis, our economy grew about 2 percent a year between 1970 and 2007.10 It may not sound like much, but it seemed to do the trick.

However, it’s a human tendency to ask, “What have you done for me lately?” By that standard, the U.S. economy is starting to slip. If you look at U.S. growth more recently, between 2000 and 2007 it has been slowing, falling by nearly a quarter to about 1.6 percent a year.11 Moreover, other economies were growing very quickly during those same years. Let’s leave China aside for the moment: South Korea, Finland, Sweden, and Great Britain all outpaced us in economic growth during that period.12 A growing economy doesn’t mean that everyone in the country prospers, of course—sometimes the benefits of economic growth don’t get shared broadly. It’s also true that very poor countries sometimes have very high growth rates when their economies start developing because they’re basically
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