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Heritage Employment Report: Little Cause for
Thanksgiving in November Jobs Report

Rea S. Hederman, Jr., and James Sherk

The November employment report threw a
bucket of cold water on hopes for an accelerating
recovery. The Bureau of Labor Statistics reported
that private sector employers added only 50,000 net
jobs. Unemployment rose to 9.8 percent and has
remained above 9 percent for 19 consecutive
months. This ties the record for the longest such
stretch since World War II. Weekly hours were flat
in November, and average wages increased by just
one cent.

The labor market remains mired in a deep reces-
sion. This is no time for Congress to raise taxes on
business owners and entrepreneurs. Congress
should act quickly to extend current tax rates for all
Americans.

The November Employment Report. The
November employment report showed that the
labor market weakened in November. The house-
hold survey found that unemployment rose 0.2
percentage point to 9.8 percent—the highest unem-
ployment since April. The unemployment rate rose
for both adult men (+0.3 point) and adult women
(+0.3 point). Fullyl10.0 percent of adult men who
want jobs cannot find them, and the unemployment
rate is much higher for minorities.

The payroll survey also reported weak job cre-
ation. Private sector employers added just 50,000
net jobs. Total employment rose by 39,000 net jobs,
as government employment fell by 11,000 net jobs
with local government losses (-=14,000) overcoming
increases in federal (2,000) and state (1,000) work-
ers. Total employment remains 7.4 million jobs
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below its pre-recession peak. The health care
(+19,000) and temporary help service (+40,000)
sectors created the most net new jobs. However,
retailers shed jobs (-28,000), and manufacturers
continued to eliminate positions (—13,000).! The
construction industry (-5,000) fell again in Novem-
ber after October’s small uptick.

The November payroll survey contained one sil-
ver lining: Revisions to the September and October
reports showed that employers created 38,000
more net jobs in the past two months than previ-
ously estimated.

Other economic indicators gave more discourag-
ing news, though. The labor force participation rate
remained at its lowest level in 25 years (64.5 per-
cent). Spring and summer increases in hours at
work had offered hope that hiring would pick up.
However, those increases have not continued. Aver-
age weekly hours remained at the same level as
August (34.3 hours). Average hourly earnings
increased by just one cent in November to $22.75.

Tax Increases and Uncertainty. This report is
discouraging, because there are signs that the labor
market should be rebounding faster than it is. Busi-
nesses have added 357,000 temporary positions

This paper, in its entirety, can be found at:
http://report.heritage.org/wm3074
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Unemployment Rate: November 2010

President Obama promised that government
spending would “stimulate” the economy and quell
rising unemployment by “creating or saving” millions
of jobs. In January 2009, Obama’s advisers produced a
chart (bottom) visualizing the positive results of
his recovery plan. But actual unemployment (below,
detail from box at bottom) has far exceeded the
White House estimates.
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Impact of the American Recovery and Reinvestment Plan,” January
10,2009.

Chart | * WM 3074 & heritage.org

over the last year, which usually means that an
increase in permanent jobs is about to appear. Eco-
nomic growth, while slow, usually has stronger
employment growth than has happened in the past
six months. Policymakers are asking the question of
why employers are not adding to their payroll staff.

Policy decisions in Washington have made busi-
nesses reluctant to hire and invest. Businesses can-
not estimate what their future health care costs or
tax burdens will be. Furthermore, the Obama
Administration has created regulatory uncertainty
by reversing many of its own decisions. For exam-
ple, business investment in some energy plants
ground to a halt as the Administration overturned
existing construction permits.

Several presidents of the regional Federal
Reserve Banks have cited business uncertainty over
Washington decisions as a reason that businesses
have not expanded. For example, Jeffrey Lacker,
president of the Richmond Federal Reserve, said in
an October speech that with “the continuing uncer-
tainty about tax rates for 2011 (now less than three
months away), business planners may be finding it
more difficult than usual to project economic con-
ditions or the financial implications of prospective
hiring and investment commitments. While it is
hard to estimate the magnitude of the effects of
these fears, or to disentangle them from general
expectations of weak demand growth, they are too
broad and deep for me to dismiss as implausible the
notion that they have significantly dampened con-
sumer and business spending of late.”

Now, the impending tax hikes are four weeks
away, and businesses are reacting. Some firms have
already starting issuing s]%ecial dividend payments
ahead of the tax increases.” Businesses have to make
absolute decisions, and many of them have decided
not to hire or expand due to the higher taxes and
business costs. This is rational and expected behav-
ior when Speaker Nancy Pelosi (D—CA) and the
House voted December 2 to triple the top tax rate
on dividends next year.

1. Note that the retail trade job losses are seasonally adjusted. On a non-seasonally adjusted basis, retail employers added
301,000 jobs. However, this is 28,000 fewer jobs than they normally would add in November.

2. Jeffery Lacker, speech at the Carolina Inn, October 13, 2010, at http://www.richmondfed.org/press_room/speeches/
president_jeff_lacker/2010/lacker_speech_20101013.cfm (December 3, 2010).
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Many businesses that are going to be affected by
the tax hikes are small business owners who employ
workers. Only about a quarter of individuals who
report small business income on the individual tax
return hire workers. However, 100 percent of these
small business income owners with income over $1
million hire employees. Raising taxes on small busi-
ness owners who actually employ workers is caus-
ing them to further delay hiring and expanding
their payroll.

Uncertain Uncertainty. Congress cannot change
the uncertainty the President has created by a capri-

cious regulatory policy and will need to repeal
Obamacare when the new Congress takes office
next year. However, Congress can change the uncer-
tainty over tax policy by quickly extending the 2001
and 2003 tax cuts. During a weak economic recov-
ery with a sluggish labor market, tax hikes on busi-
nesses will only prolong this period of elevated
unemployment rates.

—Rea S. Hederman, Jr., is Assistant Director of and
a Senior Policy Analyst and James Sherk is Bradley
Fellow in Labor Policy in the Center for Data Analysis
at The Heritage Foundation.

3. Rob Gollum, “Anschutz to Collect $100 Million Regal Dividend as Bush-Era Tax Cuts Lapse,” Bloomberg News, December
1, 2010, at http://www.bloomberg.com/news/2010-12-01/regal-declares-special-1-40-payout-a-day-before-bush-era-tax-cuts-

lapse.html (December 3, 2010).
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