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idely shared middle-class prosperity has

made the United States the most hope-

ful and dynamic country on earth and is
a foundation of strong democracy. Yet today, America’s
middle class is in trouble: the traditional routes into the
middle class have become more difficult to travel and se-
curity has eroded for those already in the middle class.
Major economic and policy changes over the past three
decades have widened economic inequality and reduced

mobility in ways that go far beyond the impact of the

POLICY IN FOCUS
PUBLIC JOBS FOR
ECONOMIC RECOVERY

Put Americans directly to work
meeting the country’s needs,
creating 8.2 million direct and
indirect jobs, sufficient to reduce
the nation’s unemployment rate to
a pre-recession 4.5 percent, for less
than the cost of two years of the
Bush tax cuts.

recent recession. Too many people who play by the rules

and do everything right find that they cannot climb into
the middle class—or stay there. To meet this challenge, Millions to the Middle offers dramatic public

policy initiatives to rebuild and grow the nation’s middle class.

We aim to accomplish two broad interrelated goals: to ensure that all Americans have a chance to move
into the middle class and, second, to ensure greater security for those in the middle class. The 14 policies
we offer are rooted in mainstream American values and able to command strong public support over
the long term. Together, they go beyond the confines of the current policy debates and are of sufficient

scale to firmly establish a middle-class America.

Our policy agenda is based on the three broad pillars of middle-class opportunity and security: invest-
ments in human capital and education; support for growth, job creation, and career development; and
helping Americans build assets. This policy is part of the Support for Growth, Job Creation, and

Career Development.
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POLICY: PUBLIC JOBS FOR
ECONOMIC RECOVERY

Reinvent the federal financial aid system to double the percentage of college-
qualified students from low-and moderate-income families who enroll and

complete college degrees.

POLICY RATIONALE

ore than two years after the recession officially

ended, 25 million Americans — 16 percent of OPINION SNAPSHOT

the labor force — are still out of work or un-

deremployed.! There are more than four job- * 71 percent of voters support putting
seekers for every job opening. 6.2 million people have been unemployed people back to work at
out of work for more than six months. While the economic government-funded public service
consensus is that federal stimulus measures prevented an jobs.®

even greater loss of jobs and a more severe downturn,” these

actions were clearly inadequate. The non-partisan Congres-

sional Budget Office projects that with current policies in place, it will take until 2016 to return to pre-recession
employment levels.? In short, the nation has a severe and persistent jobs deficit that will not be corrected simply
through the workings of the market.

Persistent unemployment deepens existing inequalities, causing long-lasting harm to an individual’s future job
prospects®and making it harder for disadvantaged workers to ever work their way into the middle class. Popula-
tion groups that are disproportionately unemployed — including people of color and Americans without a college
education — suffer a far greater share of the long-term damage. Young people who are out of work also bear a
greater long-term burden: even when employment rebounds, young adults will have more difhculty finding a job
where they can reach their productive potential if they lack experience and professional networks built in their
early working lives. For this reason, our jobs plan places priority on unemployed young people.

The jobs deficit is also an obstacle to the economy’s overall recovery. While large-scale job loss was initially a
result of the recession, it has become a self-reinforcing drag on economic growth. With so many people out of
work, consumer spending remains sluggish and the housing market and construction industry cannot rebound.
At the same time, businesses won't see it as profitable to invest and hire more workers in the United States until
consumer demand picks up. With no strong private-sector source of growth on the horizon, the jobs deficit
provokes a vicious cycle that will keep unemployment high for years to come unless the dynamic is altered by
decisive government action. Using public employment to create jobs for the unemployed directly and immediately
is the most effective way to disrupt the cycle, accelerating economic recovery and giving those hardest hit by the
recession what they need most — an opportunity to work.
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POLICY DESIGN

In a paper for Démos, economist Philip Harvey makes the case that a direct and immediate public jobs
program would produce substantially more job creation for each public dollar spent than conventional
fiscal stimulus measures such as tax cuts and public spending increases.” A $100 billion, two-year public
jobs program would create more than 1.5 million new jobs at peak employment, compared to 568,000 jobs
created by a comparable increase in spending on unemployment insurance and food stamps, or just 108,000
jobs created by Bush-style tax cuts of comparable size.®

JOB CREATION EFFECT OF A 2-YEAR $100 BILLION FISCAL STIMULUS

(NUMBER OF JOBS CREATED)

TYPE OF STIMULUS
SOl BN HAPE) Dérect_Job Ul and SNAP Benefits Bush Tax Cuts
reation
Peak Effect on Payroll Employment” 1,519,000 568,000 108,000
Directly-Created two-year jobs 1075.000 B .
(available immediately) ’ ’
Indirectly-Created Jobs 444000 568.000 108.000
(peaks towards end of second year) ’ ’ ’
Job-years of Payroll Employment™
Created During First 2 Years 2,635,000 619,000 118,000
Directly-Created Jobs 2,151,000 — —
Indirectly-Created Jobs 484,000 619,000 118,000
Job-years of Payroll Employment™ 2,635,000 1130,000 216,000
Created over 4 years
Directly-Created Jobs
(available exclusively during first 2 years) 25)21008 - -
Indirectly-Created Jobs 884,000 1,130,000 216,000
Job-years of FTE Employment™* 2709000 714.000 136.000
Created over 2 years ’ ’ ’ ’
Directly-Created Jobs 2,151,000 — —
Indirectly-Created Jobs 558,000 714,000 136,000
Job-years of FTE Employment™ 3,374,000 1,564,000 299,000
Created over 4 years ’ ’ ’ ’ ’
Directly-Created Jobs
(available exclusively during first 2 years) 2,151,000 o a
Indirectly-Created Jobs 1,223,000 1,564,000 299,000

*xk

*okk

As Harvey explains, this strategy “also allows the government to offer work where it is most needed and to
those individuals who most need it. Finally, it allows these jobs to be made available to people immediately,
when they need them, rather than requiring them to wait for the economy to recover before they can put
their lives back on track.”
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We propose investing a net $235 billion in the first year and $147 billion in the second year of a two-year
public jobs program. This would create 8.2 million direct and indirect jobs, sufficient to reduce the nation’s
unemployment rate to a pre-recession 4.5 percent. The program could be funded through the expiration of
the Bush tax cuts (approximately $295 billion per year). The program design is described below.

® The program would create jobs for unemployed Americans addressing unmet needs in the commu-
nities where they live. The program should thus be targeted to states, cities, and communities with
the highest unemployment rates, and should offer priority to young adults.

* Federally funded jobs could include rehabilitating and weather-proofing housing, improving public
buildings and parks, building affordable housing, providing child care and elder care, teaching
preschool in communities where these programs are not currently offered and staffing after-school
and tutoring programs.

® Program participants would be paid at prevailing wages and benefits for employees with similar
qualifications and would enjoy the same rights as other workers.

* The jobs program would be administered by the federal Department of Labor based on work
categories and projects suggested by local governments.

* To ensure that total employment is increased, monitoring and safeguards would be implemented to
ensure that the new public jobs are not used in ways that replace existing public workers or private
contractors, since this would simply substitute program jobs for other jobs.

* The cost would be a net $235 billion in the first year and $147 billion in the second year of a two-
year public jobs program.
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