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Hopeful signs of a job-full recovery Printab
Apr 2nd 2004 1 E-mail
From The Economist Global Agenda &0 Get e-r

At last, American firms are hiring again in earnest: payrolls grew by
in March. If the job gains continue, interest rates will rise, and so wil
President George Bush'’s fortunes
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FOR months, America’s jobless recovery has bemused economists, bound the
the Federal Reserve and benighted the administration of George Bush. Despi
impressively fast economic growth, firms have been depressingly slow to hire
month, however, America’s corporations made up for lost time: 308,000 wor
added to the payrolls in March, according to figures released on Friday April .
is twice the number hoped for by even the most optimistic forecaster. Has sg
arrived for America’s barren labour market?

Actually, the weather may have helped. The
construction industry, which lost 21,000
workers in February, gained 71,000 last
month thanks to the balmier climate, which
brought many building plans out of
hibernation. The resolution of a strike by
Californian grocery-store workers also boosted
the job figures for retailing, which added
47,000 workers in March. This was a welcome,
but one-off, development: strikes only end
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once. More promising was the great strength
showed by service industries, which hired an
extra 230,000 people in March. Even
manufacturing, which lost jobs for 43 months
in a row, seems to have finally hit bottom: the
sector's payrolls were unchanged in March.
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Paradoxically, despite these widespread gains, _
United States

the unemployment rate—the percentage of
the workforce who are not in fact working—
edged up from 5.6% to 5.7%. But the
paradox is only apparent: many Americans,
despairing of ever finding a job, had dropped
out of the workforce altogether in recent
months and were therefore not counted as
unemployed. Fresh glimmers of hope about
their job prospects have tempted many back
into the labour force, and thus back into the
unemployment statistics.
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The Bureau of Labour Statistics gives
unemployment figures and other ecoi
statistics. See also the Department of
and the Federal Reserve. The White
out Mr Bush's economic policies.
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Good news for the jobs market is bad news for
the market in bonds, the price of which falls
when interest rates rise. The Federal Reserve
has so far stayed its hand, keeping the federal
funds rate at 45-year lows, mainly because of
the slack in the labour market. With so many
workers standing idle, the Fed has argued, the
economy is performing well below its potential
and is thus still in need of a stiff monetary
stimulus. That argument will be a little harder
to make after Friday’s figures. If they mark a
sustained turn in the labour market, interest
rates may also now turn upwards before the
summer is out.
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And what of Mr Bush’s political fortunes? Will
Friday’s figures defuse one of the more
incendiary charges laid against him by his
Democrat critics: that he has presided over
the worst jobs record since the Depression-era
president, Herbert Hoover? They will certainly
help. But even after last month’s strong
hiring, payroll employment is still down almost
1.9m from where it stood when Mr Bush came to office. Voters’ perceptions ¢
economy will also take time to change. Only economists and political campai:
much attention to the statistics; ordinary people wait to see how they and th
neighbours are doing. Until those feelings of job insecurity pass, Mr Bush's o
security will be far from assured.
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