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The labor market recovery continued in March 
as the Bureau of Labor Statistics reported that the 
unemployment rate fell to 8.8 percent and nonfarm 
payroll employment increased by 216,000. With 
the unemployment rate falling for four straight 
months, the unemployment rate for March was the 
lowest since April of 2009. Job gains were wide-
spread with growth in every sector except for con-
struction (–1,000), the information sector (–5,000), 
and government (–14,000). The report was mostly 
positive, with the main concern being the lack of 
wage growth in March. 

While this report is mostly good news, the rate of 
job creation is still too slow. It will take many years 
to recover to full employment if job creation is just 
over 200,000 new jobs per month. One way that 
the rate of job creation could be sped up is a reduc-
tion in the corporate tax rate.

The March Employment Report. The house-
hold survey reported that the unemployment rate 
fell by 0.1 percent, from 8.9 percent to 8.8 percent. 
The labor force participation rate remained at 64.2 
percent for the third consecutive month. The partic-
ipation rate is expected to climb sharply in the next 
few months as discouraged workers return to the 
job market to find employment. The Congressional 
Budget Office estimates that the participation rate 
will climb to 64.7 percent as the recovery strength-
ens before the participation rate slowly declines due 
to the increase in the number of retired Americans.1 
When the participation rate increases, the job cre-
ation rate must also rise to prevent the unemploy-
ment rate from climbing.

Adult women saw a sharp drop in their unem-
ployment rate (–0.3), while the rate for adult men 
was essentially flat (–0.1). The unemployment 
rate also dropped for those without a high school 
degree (–0.2) and those with some higher educa-
tion experience (–0.4). While college graduates did 
experience a slight increase (0.1), they still have an 
unemployment rate of 4.4 percent, which is less 
than half the rate for high school graduates and 
one-third of those without a high school education.

With 230,000 private jobs created, the econo-
my generated the first two consecutive months of 
200,000 new jobs or more since 2006. Job creation 
was widespread, with manufacturing (17,000) and 
mining (15,000) gaining jobs in the goods-produc-
ing sector. The service sector (199,000) was sparked 
by strong growth in professional and business ser-
vices (78,000), one-third of which was temporary 
help (28,800). Professional and technical services 
(34,700) had a strong month led by accounting and 
bookkeeping (20,200). Health care (44,500) and 
leisure and hospitality (37,000) were also strong 
on the hiring front. Total government jobs fell by 
14,000 as local government (–15,000) offset a small 
increase in federal jobs (1,000).
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One key factor of the payroll survey tempered 

some of the optimism of this report: Average hourly 
earnings actually fell for production and non-super-
visory employees. Real wages for some employ-
ees fell over the past month, while food and gas 
costs continued to rise. However, a different factor 
showed that the average hours of work per week 
increased to 33.6. This is the highest level of hours 
worked per week since 2008. This indicates a slight 
tightening of the labor market, which should trans-
late into wage gains in the upcoming months. 

Corporate Tax Rate. With Japan scheduled to 
reduce its corporate tax rate, the United States will 
have the highest corporate tax rate in the devel-
oped world. The United States has stood alone 
while the rest of the developed world has moved 
forward with a pro-growth strategy of slashing 
corporate tax rates. The Organization of Econom-
ic Cooperation and Development (OECD) reports 
that its 30-nation membership cut corporate tax 
rates an average of 7.1 percentage points in the 
past decade, and the United States will have a 
federal corporate tax rate one-third higher than 
the OECD average of 25.7 percent.2 When Japan’s 
corporate tax rate is lowered, the United States is 

one of three nations that will not have reduced 
the rate.  

Corporate taxes are considered the most ineffi-
cient of all tax systems. They increase the cost of 
capital and slow economic growth. Nearly every 
economist believes that that tax burden falls on 
individuals, namely the workers and shareholders 
of the company. A more efficient corporate tax sys-
tem would increase economic growth and boost the 
labor market.3 

Boosting Momentum. As government spend-
ing decreases, the labor market is finally increasing. 
The unemployment rate has steadily fallen as the 
private sector has boosted its hiring. Unfortunate-
ly, the rate of job creation is still too slow for this 
recovery. Congress should take its lead from the rest 
of the world in moving forward to reform the cor-
porate tax system. Instead of a reliance on the failed 
approach of more government spending, a lower 
and more efficient corporate tax rate would make 
American businesses more competitive and increase 
hiring far faster than central planning ever could. 

—Rea S. Hederman, Jr., is Assistant Director of and 
Research Fellow in the Center for Data Analysis at The 
Heritage Foundation.
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