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Job Openings  Near You 

Robert Jacobsen 

 

We understand unemployment when it becomes our own circumstance. For most 
wage-earners, it means the end of a regular paycheck, a humbling shift in identity, 
and, often, a sudden loss of one’s social circle of work associates. It brings discom-
fort in the present as well as anxiety for the future.  

Yet, we  aren’t as able to evaluate the national employment data. Our general as-
sumption is that both low Unemployment Rates and low Initial Jobless Claims,  the 
two most significant reports measuring job strength, are encouraging. Initial Jobless 
Claims are announced at 8:30 on Thursdays. The Unemployment Rate is broadcast-
ed  monthly on Friday morning. Both are of great consequence to analysts evaluat-
ing the strength of the economy. That includes the Federal Reserve which monitors 
inflation, GDP and unemployment in setting its monetary policy. Both indicators 
can be understood in this common sequence: the more people who are working, the 
more disposable income, leading to more personal consumption and thus to a 
stronger economy (and higher GDP). Of course, it’s somewhat more complicated. 

Initial jobless claims, or the number of Americans filing applications for state un-
employment benefits, is viewed in the form of a four week moving average in order 
to moderate the impact of volatility. One of the 10 “Leading Economic Indicators,” 

it points to emerging unemployment rates, thus displaying the 
level of  strength in the labor market. On the other hand, the 
Unemployment Rate is typically seen by analysts as a lagging 
indicator because it reflects economic events that have al-
ready begun. When the economy weakens, for instance, em-
ployers don’t immediately reduce their work force, nor do 
they hire right away when the GDP trends higher.  Note that 
the “Great Recession” ended in June, 2009, while the unem-
ployment rate didn’t peak at 10.2% until the next October. 

To calculate the Unemployment Rate, the Bureau of Labor Statistics (BLS) uses 
data from its monthly household survey, based upon the U.S. Census, of more than 
60,000 households, or ~110,000 individuals. It counts those without jobs. One quar-
ter of the sample is changed each month. All individuals counted must be at least 16 
years old, not currently in active military duty, nor residing in prison, mental health 
facilities, or nursing homes. Yet not all jobless people who meet those criteria are 
considered unemployed. The BLS defines unemployment as not working at all yet 
being available to work, and having actively sought a job within the past 4 weeks. 
So, not included as unemployed are those who have become discouraged and have 
stopped looking, perhaps temporarily, as well as the underemployed: part-time 
workers who want and need a full-time job, or those working in jobs far below their 
ability or skill level. Likewise, Initial Jobless Claims does not represent all those 
who have lost jobs, as some of the newly unemployed are ineligible for benefits, or, 
for reasons of their own, don’t apply. In 2018, only 60% of laid-off workers made 
claims, as compared to 100% during and  following the Great Recession. 

The “Unemployment Rate” represents the ratio of “unemployed” (BLS definition) 
to the “Labor Force” which comprises both employed and unemployed people who 
are available for work. Of 6 different classes or measures of unemployment, it is 
central, called U3. Definitions of “labor force” and “unemployed” overlook people 
who might be thought of as neither employed nor unemployed: students, retirees, 
family caregivers, people on disability. Any of these might want a job given some 
adjustment in their circumstances. Because of these defining limits, both the Labor 
Force and the Unemployment Rate (U3) have been criticized as offering an overly 
sunny portrayal of the labor  situation. Because it doesn’t count “discouraged” 
workers, or those “marginally attached to the labor force,” BLS unemployment, or 
U3, can register below “Real Unemployment.” That uses something called  a “U-6 
rate,” the broadest measure of  unemployment.         
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U-6 includes all classes of unemployed even those considered  “marginally attached” and/or part-time for economic rea-
sons. The gap between the U6 Real Unemployment Rate and the U3 Unemployment Rate was as much as 3.8% in 2018. As 
political leaders delight in a low or declining Unemployment Rate, there may be more going on beneath the surface of that 
economic indicator. Both the level of unemployment and its nature matter.  

Economics is all about balance. A high unemployment rate jeopardizes the general economy as the flow of spending and 
investing is diminished. Over time, the individual standard of living, savings rate, skill levels and even health erode. On a 
national level, crime increases, and governments collect fewer tax dollars while  paying out benefits. But unemployment 
can also be dangerously low as business production and growth are curtailed by insufficient staffing. In that case, employers 
are forced to hire less productive workers, reducing their own efficiency. And they may raise wages to compete for  skilled 
workers. Wage growth may outpace productivity, shrinking profit margins. Typically higher wages are accompanied by 
rising inflation and its usual hardships: a lower standard of   living, curtailed spending, struggling manufacturing and hous-
ing sectors, and ultimately, a rise in unemployment.  

Both scenarios reflect an imbalance. The Fed aims at a balance point called the “Natural Unemployment Rate,” the lowest 
level of unemployment not caused by a poor economy. It includes “frictional  unemployment,” or people who are voluntari-
ly jobless as they are in transition: just graduating or moving to a new  region, perhaps. “Structural unemployment” occurs 
when willing hirers and willing workers don’t match up technologically or geographically. Finally, “Surplus” unemploy-
ment” may occur when legal mandates or union/employer contracts impose wage controls. They’re all relatively fixable.  
The “Natural Unemployment Rate” recognizes the need for flexibility as well as the need to find balance between  GDP, 
unemployment and inflation.  With a goal of keeping inflation below a certain target, the Fed is willing to let unemployment 
rise. But “Cyclical Unemployment,” relates to contraction in the business cycle, leading to rising unemployment. It can 
launch a sequence of layoffs, falling demand, etc.  If it lingers too long, recovery may be extremely hard for some workers, 
impossible for others. 

The current situation of historically low unemployment 
is not a classic case. Because of the severity of  the 
Great Recession, some of the common patterns men-
tioned above have not occurred. During the Recession, 
many workers were unemployed beyond 27 weeks, the 
duration where it becomes extremely hard to recuperate. 
Workers lost skills in the interim, accepted jobs well 
below career level, retired early or left the market in 
some other way. Meanwhile, the boost in inflation rate, 

usually accompanying low unemployment, didn’t follow. Incomes in the recovery period have not increased as much as 
they have done historically.  

As of mid-2018, wages had increased by 2.6% over the preceding year, only slightly exceeding inflation. In hiking interest 
rates to curtail inflation growth, the Fed underestimated unemployment. The number of workers without jobs was under-
counted as many gave in to discouragement and remained in the sidelines, a  new pattern. Another change was the growth 
of the percentage of contractors, freelancers or temps in the working population (3.1%), considerably more than before the 
Recession. Many of these workers are not eligible for unemployment benefits. Moreover, some states have reduced the ben-
efit period and made the application process more difficult.  Also constraining the rise in wages is the fact that worker bar-
gaining power is at an all time low.  The productivity (or output, per hours worked, of goods and services) that has grown 
since the 1970s, continues to uphold stock prices and corporate profits. Though productivity grew by about 74% between 
1973 and 2013, compensation for workers grew at a slower rate of only 9% over the same time frame. Businesses, their 
owners and managers have thrived. Workers have not. The shifts in unemployment patterns reflect that.  

K. Amadeo, “Types of Unemployment,” www.thebalance.com, 8/14/18. G. White, “Why the Gap Between Worker Pay and Productivity Is So Problemat-
ic, www.theatlantic.com, 2/25/15. R. VonHound, “Low Unemployment,  www.quora.com, 10/10/18. S.Simpson, “The Costs of Unemployment,” 
www.investopedia.com, 5/5/17. N.Kitroeff, “Unemployment Rate Hits 3.9,” www.NYtimes.com,5/4/18. R. Pixler,  “How Unemployment Affects Your 
Job Search,” https://Money.USnews.com, 7/20/18. S.Mihm, “Unemployment  Hits a Low. Then Comes the Recession,”www.bloomberg.com,5/15/18.M.  
Koba, “How is  Monthly Job Data Compiled?” www.cnbc.com, 4/4/14. A. Gonzalez, “The Dirty Little Secret Behind Jobless Claims,”USAtoday.com,  
12/6/18. “Unemployment,” Wikipedia. K. Amadeo, “The Unemployment Rate Formula and How to Calculate It,” www.thebalance.com, 1/4/19. A. 
Hankin, “The Downside of Low Unemployment,” Investopedia, 5/4/18. 

http://www.bls.gov/news.release/prod2.nr0.htm
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Economic and Financial Overview 

The long bull market was shaken in the 4th Quarter as trade battles with China, mounting political tensions, and the prospect 
of rising interest rates alarmed investors. Stock market volatility, which had been moderate in the first three quarters, jumped 
dramatically, with extreme intraday shifts. Before dividends, the S&P 500 Stock Index fell by -13.97% in the quarter, with an 
annual loss of -6.24%. The Dow dropped by -11.83% quarterly and -5.63% for the year. Small stocks measured by the Russell 
2000 index lost -20.51% in the quarter and -2.81 for 2018. International equities also declined in the period as the MSCI EAFE 
Index fell -12.54% in the quarter, -13.79% in 2018. Large capitalization stocks outperformed medium and small issues, with 
growth stocks ahead of value.  It was a jarring period in which many analysts, citing the 10 year growth streak and escalating 
government, corporate and household debt, predicted recession for 2019 or 2020. Some, including Janet Yellen, aired concerns 
about the  financial system, given the lack of regulatory authority to address potential problems. Stocks recovered some of 
their losses late in the year and into 2019 as January, typically a positive month has not disappointed. 

A look ahead at 2019 includes many critical factors. For one, the  massive fiscal stimulus of last year with a $300 billion in-
crease in Federal spending may not be repeatable. Assessing the economic consequences of the long government shutdown is 
difficult, particularly as much data is not available. Analysts watching corporate profits note that in 2018, they rose on the 
surge of stock buybacks. Yet corporate credit quality is deteriorating, with an increase in “covenant-lite” bond issues. Corpo-
rate debt has risen.  Low unemployment already is nudging up incomes. US debt is staggering, reaching 254% of GDP at the 
end of the 3rd Quarter. The Budget Deficit may reach $1.0 Trillion this year. Our political conflicts are mirrored by the Euro-
pean turmoil over Brexit. On the global level, liquidity is tending tighter as policy makers in many countries are pulling back. 
Protectionism may constrain our trade relations. Political disorder surely impacts our economy. Risks always exist. Any one of 
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Fortune Magazine called him “One of the 4 investment giants of the 20th century.” Warren Buffet said of him, “Jack did more 
for American investors as a whole than any other individual I’ve known.” Not empty platitudes, these are well-deserved kudos 
to John Bogle, founder of the Vanguard Group, the world’s largest mutual fund company,  “Father” of index fund  investing, 
and the guru of 1000s  of “Bogleheads,” devoted followers of his investment wisdom. An unrelenting pioneer and advocate of 
sound investing, Bogle survived 6 heart attacks and a heart transplant along the way, yet died at age 89 from cancer. He was 
witty and warm with those close to him. Yet he was determined and sometimes contentious, perhaps less from ego than from 
conviction that his investment approach would benefit individuals, and even the world. 

Jack’s accomplishments are legendary. Yet, two particularly interesting aspects of his personality infused 
his work. First, he espoused a simple, humble approach with simple counsel: “Don’t just do something, 
stand there!” and “Don’t look for a needle in a haystack, buy the haystack.” An advocate of common sense, 
he warned investors against the hubris of trying to beat the market through quick trades and speculation. He 
urged us to not  “peek” at our statements until retirement. Influenced by Eugene Fama and Burton Malkiel, 
of the “efficient market school,” he promoted the “simple idea” of index fund investing which, because of 
low costs, tends to outpace actively managed portfolios. He was wildly popular with his followers, but less 
appreciated by mutual fund execs who he criticized for charging high fees for actively managed funds.  

Jack’s personal values also disturbed many industry leaders. Identifying as a champion of the common in-
vestors, he held many practices of his industry in disdain. He suggested, for example, that the way many advisors managed port-
folios worked profited them more than their clients. He was an advocate for industry-wide fiduciary standards, as well as strin-
gent government regulation of financial markets, including mutual funds.  Although a Republican, Jack voted for  both  Bill 
Clinton and  Barack Obama, likely believing that they would curb a trend that concerned him: “the corporation came to be run 
to profit its managers, in complicity if not conspiracy with accountants and the managers of other corporations.” Believing that 
conflicts existed in standard mutual fund company structures, Bogle’s Vanguard was a cooperative, owned by the funds it ran. 

Personally, Jack was philanthropic, encouraging others to “be satisfied to get your fair share.” When on Vanguard’s payroll, he 
gave one half of his salary to charity. He credited himself only for “common  sense and determination” and  defined success as 
“using your God-given talents for the greatest advantage of society.”  Jack thought his  tombstone should testify only that “He 
did His Best.” RIP,  Jack Bogle. 

G.Zeller, “John Bogle...Dies at 89,”www.investors.com, 1/16/19, C. Condon, “John Bogle...Dies at 89,” www.bloomberg.com, 1/16/19, “John Bogle Dies at 
89,” www.marketwatch.com, 1/16/19, C. Taylor, “Your Money: The Words and Wisdom of Jack Bogle,” www.reuters.com,1/17/19,N.Jasinski, “Bogleheads 
Mourn  the Loss of  Their Leader, Jack Bogle,” www.Barrons.com,  1/17/19, A. Shell, “John Bogle...Dies at 89”, www.USAtoday, 1/16/19. D. Fonda, 
“Investing Lessons From Vanguard’s  Bogleheads,” www.Kiplinger, Jan 2016, M. Thrasher, “Bogle Inspired Stein’s Betterment But They Had Disagreements.” 
www.wealthmanagement.com, 1/18/19. 
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Helping your teenager select colleges of interest is an important job. Most families prioritize location, size, academic niches 
and the campus.  Parents may add total costs of tuition, fees and residence to the list. But how many of us ever researched 
the colleges’ financial viability? Given recent trends in higher education, that might be a wise precaution. 

Some 6 years ago, Harvard Business School professor Clayton Christensen predicted that one half of our country’s universi-
ties and colleges, across all sectors, would be either closed or bankrupt within 10 years. The professor’s warning was based 
upon observations of the structural model of Higher Education, as well as growing financial pressures. Unlike industries 
with what he calls “a technological core,” educational institutions have tended not to rise and fall because of technological 
advances. For Apple, technological innovation can mean a massive shift in competitive advantage. However, colleges can 
only compete by beefing up their academic staffing to improve the quality of programs, or make major investments in the 
campus, offering swankier dorms or sports centers. But they haven’t had to compete for technological advantages, nor have 
they been disrupted by technological competition. Enter the online courses via the internet which have been popular with 
adult part-timers and with younger students looking for more schedule flexibility. Online courses also offer the benefit of 
cost savings. Nearly 20% of college students  participate in online learning, smaller colleges have been slow adapters. Dr. 
Christensen is not alone in his forecast. In 2015, Moody’s Investor Services predicted that small college closures would tri-
ple while college mergers would double.  They stated that at least 25% of private colleges were running deficits. 

As for trending financial pressures, the rising expense of a college education is primary, particu-
larly for schools without the endowments to offer much in the way of tuition discounts, or for 
those schools which struggle in fundraising.  Colleges whose dependency on tuition revenues 
exceeds 85% are particularly exposed to financial pressures. (In contrast, Harvard relies on tui-
tion payments for 21% of operational expenses. Also, analysts say that offering discounts over 
35% are a problem yet the average discount rate is 49.9%.) Smaller schools are feeling the strain 
of diminishing enrollments. In part, this is caused by a cyclical decline in the college age popula-
tion. However, escalating college costs plus the greater availability of jobs not requiring signifi-
cant skills in the current economy, also has reduced recent enrollment to all but the top several 
hundred institutions. Climbing tuition costs, especially in small liberal arts colleges, make little 
sense to those who are looking for a return on investment. Those students often prefer career-focused training programs. 

The rate of college closings has accelerated in every sector (including public schools). Yet certain sectors have disappeared 
in greater numbers than the historical average, either through bankruptcy, consolidation or acquisition. The most obvious 
group is the for-profits which began a downward spiral in 2016.   Many stumbled on their profit goals and lost accreditation 
because they excessively burdened students for tuition and debt payments, while not providing the promised skills. 
(Education Corporation of America, Trump University, for example.)  In one major failure, 85% of the school’s revenue 
came from high priced student loans. Non-Profit schools haven't done as poorly as predicted, but many small liberal arts 
institutions have folded. The closure of Boston’s Mt. Ida made headlines when a student sued the college for not warning 
potential students about their financial difficulties. In western Massachusetts, Hampshire College, a relatively elite school, 
announced its financial predicament on January 15. As pressure for fancier campuses and expanded programs increase, 
small schools struggling to meet the fixed costs of a campus, the inflexibility of a tenure system, and weak financial backing, 
can’t compete. Some financially vulnerable institutions, including the public Wisconsin system, have consolidated their 
campuses. Those studying the problem suggest a number of solutions, such as expanding the student demographics by age 
or ethnicity. Schools also might introduce more unique programs, find new donors or manage debt more expediently. These 
adjustments likely are beyond the capability of many institutions.  

A.Johnson, “Corinthian Colleges Shuts Down,” www.nbcnews,  4/26/15, R. Seltier, “Days of Reckoning,” www.insidehighereducation.com,11/13/17, D. 
Newton, “No, Half of All Colleges Will Not Go Bankrupt,” www.Forbes.com, 9/11/18, H.Busta, “How Many Colleges & Universities Have Closed Since 
2016?” www.educationdive.com, 12/21/18, Associated Press, “ACIC,” www.nbcnews.com, 12/6/18, M.Horn, “Will Half of All Colleges Really Close in 
the next decade?” www.forbes.com. 12/13/19 
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