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The labor market made some gains 
in March, although the 120,000 

new jobs were well below expecta-
tions of 200,000-plus. The Bureau 
of Labor Statistics also announced 
that the unemployment rate ticked 
down another tenth to 8.2 from 8.3 
percent, largely due to rounding. 
Even this modest improvement in 
the unemployment rate reflected ill 
fortune, because it was due entirely 
to a marked shift of workers leaving 
the labor force instead of finding new 
jobs. 

On balance, the March report is 
clearly disappointing and indicates 
that the labor market recovery is 
still struggling even years after the 
recession’s end. This report is cause 
for concern for those hoping that 
the economy would tick up and the 
unemployment rate down quickly 
over the next 12 months. 

The March Report. In March, 
the labor force fell by 164,000 poten-
tial workers, which lowered the 
labor force participation rate to 63.8 
percent from 63.9 percent. At this 
stage of the recovery, workers should 
be returning to the labor market 
and boosting the participation rate. 
Instead, the participation rate is only 
one-tenth higher than at the lowest 
point of the recession. 

Most of the workers who left were 
adult women over 20, whose par-
ticipation rate fell back to the lowest 
level of the recession at 59.3 per-
cent. Adult men’s participation rate 
remained flat for the third straight 
month at 73.3 percent, which is the 
lowest level ever recorded. 

With more workers leaving the 
labor force, the unemployment rate 
fell to 8.2 percent despite the house-
hold survey showing 31,000 fewer 
jobs. The unemployment rate would 
have increased if the labor force 
participation rate had remained the 
same in March as it was in February. 

Alternative measures of unem-
ployment showed modest improve-
ment. The unemployment rate 
with discouraged workers fell to 8.7 
percent, which is the lowest level in 
three years, though again this was 
heavily influenced by the number of 
workers leaving the workforce. The 

broadest measure of unemployment—
which includes discouraged workers 
as well as part-time workers who 
want full-time jobs—fell from 14.9 
percent to 14.5 percent. 

The duration of unemployment 
continued to fall, with the average 
rate of unemployment falling below 
40 weeks to 39.4 weeks. The median 
duration of unemployment fell below 
20 weeks for the first time since 
February 2010. 

The payroll survey also con-
tained disappointing news. Overall, 
there were 120,000 new jobs cre-
ated, which is below half the job 
growth of the previous three months. 
Furthermore, revisions were mixed, 
with 9,000 fewer jobs in January but 
13,000 more jobs in February. 

Manufacturing (37,000), profes-
sional business (31,000), and health 
care (26,100) grew the most. Retail 
trade (–33,800) and construction 
(–7,000) saw the largest reduction 
in job opportunities. Temporary 
help services (–7,500) saw a decline, 
which indicates that future job 
growth could continue to be slow. 
Government workers were essen-
tially unchanged (–1,000), with 3,000 
fewer local workers but 2,000 more 
state workers. 

Other measures of the pay-
roll survey are mixed as well. The 
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average number of weekly hours fell 
for all employees from 34.6 to 34.5 
but remained flat for production and 
non-supervisory employees at 33.8. 
Wages did increase by $0.03 per hour 
for production workers and $0.05 per 
hour for all employees. 

Taxmageddon Looms. While 
news headlines focus on European 
economic woes, one potential eco-
nomic catastrophe, which many are 
calling “Taxmageddon,” is closer to 
home, but it can be entirely prevent-
ed by Congress. At the end of 2012, 
many important pro-growth tax 

policies as well as other tax reduc-
tions will expire. Many tax hikes 
from Obamacare will also take effect 
and begin to afflict the economy. The 
result will be a massive tax increase 
of $494 billion in one year alone.1

Economists, regardless of ideolo-
gy, know that tax hikes of this magni-
tude will have a substantial negative 
impact on the economy. Economic 
forecasters that include these tax 
hikes predict much slower economic 
growth and higher unemployment in 
2013. For example, the Congressional 
Budget Office cuts the economic 

growth in 2013 in half from 2012 on 
the assumption that these tax hikes 
occur.2

Financial markets, taxpay-
ers, and many policymakers do not 
expect these tax hikes to take place 
precisely because they would be so 
harmful. There is no excuse for delay, 
and the sooner Congress acts, the 
stronger the economic recovery will 
be. Otherwise, businesses and indi-
viduals will continue to be uncer-
tain about which tax hikes will be 
enacted. This uncertainty will delay 
investment and hiring this year. 

Recovery Still Weak. While 
the labor market has continued to 
improve, the state of the recovery is 
troubling and disappointing. Many 
workers simply have not re-entered 
the labor market, and as a result, the 
unemployment rate’s decline con-
ceals the overall weakness. While 
jobs were added in March, job 
growth was much slower than earlier 
in the year, which indicates that a 
truly robust recovery has not yet 
taken hold. 

Policymakers in Washington 
could help boost the labor mar-
ket with swift action in preventing 
Taxmageddon. Letting businesses 
and individuals know that the econ-
omy will not fall off the $494 billion 
fiscal cliff in 2013 would help estab-
lish confidence in the recovery and 
lead to greater investment and hir-
ing. The longer Congress waits to act 
and allows uncertainty to fester, the 
slower job growth will be this year. 

—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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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 right) visualizing 
the positive results of his 
recovery plan. But actual 
unemployment (top right, 
detail from box below) has 
far exceeded the White 
House estimates.

Sources: Unemployment data from 
the Bureau of Labor Statistics; 
original chart from Christina Romer 
and Jared Bernstein, “The Job
Impact of the American Recovery 
and Reinvestment Plan,” January 10, 
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