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Fourteen months have passed since the enactment of the nearly $1 trillion stimulus
package pushed through Congress by the Obama Administration and Congressional Democrats.
The President has dispatched members of his Cabinet across the country to “highlight the
stimulus program's first year”* and “tout programs putting people back to work under the $787
billion spending bill.”?

At the same time, a CBS News/New York Times poll reports that only 6 percent of
Americans “think [the stimulus] has created jobs.”* Clearly, a massive disconnect exists between
the Administration’s claims and the American people’s daily experiences.

Whatever economic models the Obama Administration chooses to rely upon to claim the
success of the stimulus and set the groundwork for additional massive federal spending, the facts
remain: since the stimulus was passed, more than 3 million Americans have lost their jobs,
bringing the total of out-of-work Americans to more than 15 million, unemployment has hovered
around 10 percent, and the number of people seeking jobs has outnumbered job openings by
more than 6-to-1.*

This report attempts to explain the discrepancies between the stimulus claims made by
the Administration and the facts in an attempt to arrive at a conclusion about whao’s right on
stimulus jobs creation: the Obama Administration or the 89%> of the American public who do
not believe the stimulus has created jobs?

Obama Administration Claim: Stimulus Spending Has Created or Saved More than 2
Million Jobs

In the Administration’s February 2010 “Annual Report to the President on Progress
Implementing the American Recovery and Reinvestment Act of 2009,” Vice President Joe Biden
wrote that “[o]ne year after the passage of the Act, we can report that approximately 2 million
jobs have been created or saved thanks to the Act’s impact on hiring in the private sector, by
local and state governments and by non-profits.”® The latest report heralded by the
Administration proclaims that between 2.2 and 2.8 million jobs exist that otherwise would not if
not for the stimulus.” Other Administration officials, however, seem to have been confused as to
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how many jobs the stimulus actually created. On one day in January, three different White
House advisors provided three wildly different estimates of job creation attributable to the
stimulus. For example, White House Senior Advisor David Axelrod claimed the stimulus
“created more than — or saved more than 2 million jobs.”® However, White House Press
Secretary Robert Gibbs said the stimulus had only “saved or created 1.5 million jobs.”® Valerie
Jarrett, another Senior White House Advisor, was even less optimistic, acknowledging that the
stimulus only “saved thousands and thousands of jobs.”*

American People’s Reality: Massive Job Losses and High Unemployment Rates

In selling the stimulus package to the American people, the Obama Administration
claimed that between 3.3 million and 4.1 million jobs would be created or saved.™ Instead, the
nation has lost more than 3 million jobs since the stimulus was enacted; the Administration’s
estimates were off by more than 6 million jobs.> The following chart shows the number of jobs
lost (according to the Bureau of Labor Statistics) and the number of jobs the Administration
claims to have “created or saved” (according to the Administration’s Recovery.gov web site)
between February and October 2009. **
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As the chart shows, using the Administration’s own data, between February and October
2009 the nation lost more than 3 million jobs while the Administration reported that 638,825
were created or saved, meaning that for each job the Administration claimed to have created or
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saved, more than 6 jobs were lost.** The Administration has blamed the massive discrepancies

between its forecasts and reality by stating that “[w]e misread how bad the economy was,

»15 and

claiming that without the stimulus things would have been even worse.

Unemployment Rate: March 2010

President Obama promised that government
spending would “stimulate” the economy and quell
rising unemployment by “creating or saving” millions
of jobs. In January 2009, Obamas advisers produced a
chart (bottom) visualizing the positive results of
his recovery plan. But actual unemployment (below,
detail from box at bottom) has far exceeded the
White House estimates.
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In January 2009, the Administration claimed that without
the stimulus package, total U.S. payroll employment would fall to
133.9 million by the end of 2010; with the stimulus package, the
Administration predicted that the total number of jobs would rise to
137.6 million.'® Instead, in the first quarter of 2010, there were a
total of only 129.7 million U.S. jobs, 4.2 million below what the
Administration predicted would happen without the massive
injection of stimulus funds. Despite these figures, the
Administration has simply lowered the baseline from its previous
estimate and continues to claim that between 2.2 million and 2.8
million jobs currently exist that would not without the stimulus.*’

The Administration’s economic models also predicted that
the stimulus package would keep the national unemployment rate
below 8 percent, and that without the stimulus unemployment
would top 9 percent. The reality for the American people has been
an unemployment rate that reached 10.2 percent in October 2009
and remains near that level today, as seen in the chart on the left.™®

How can the Administration claim stimulus success in the
face of stark job losses and the unemployment realities experienced
by the American people? The more than 2 million jobs the
Administration claims to have created or saved through the stimulus
are “based not on observations of the economy's recent performance
-- but merely on the administration's unshakable belief that deficit
spending must create jobs and growth. ... [T]he White House staff's
‘proof’ that the stimulus created jobs is an economic model that
they programmed to assume that stimulus spending automatically
creates jobs.”*® In other words, the Administration is heralding the
success of the stimulus based not on what is actually happening to
American employment but rather on what its economic models say
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must be happening, despite overwhelming evidence to the contrary.

Economists John F. Cogan, Tobias Cwik, John B. Taylor, and Volker Wieland have
explained the inadequacy of the Administration’s economic models, saying that there are
“serious doubts about the robustness of the models and the approach currently used for practical
fiscal policy evaluation.”®® The economists state that the Administration is using an outdated
Keynesian model and note that even “the more modern ‘new Keynesian’ analysis shows
economic and jobs impacts of one-sixth the size of those estimated by the White House last
year.”?* The Administration’s economic model also does not take into account the fact that
“every dollar Congress injects into the economy must first be taxed or borrowed out of the
economy. No new purchasing power is created; it is merely transferred from one part of the
economy to another.”®* According to Cogan, Cwik, et. al., massive government spending
programs such as the stimulus mean that “non-government components are crowded out by
government spending.”?

Obama Administration Claim: 90% of Stimulus Jobs will be in the Private Sector

On January 10, 2009, in a radio address designed to sell the need for passage of the
stimulus, President Obama promised that the stimulus would be a boon for private sector job
creation:

90 percent of these jobs will be created in the private sector — the remaining 10
percent are mainly public sector jobs we save, like the teachers, police officers,
firefighters and others who provide vital services in our communities.?*

American People’s Reality: Fewer Private Sector Jobs, Bigger Government

Instead of the 90/10 ratio between private sector and public sector job creation promised
by the President, “the data [from the first period of recipient reporting] suggests that well over
half of the jobs claimed so far have been in the public sector. They include the 325,000 jobs in
education, including teachers, administrators and support staff, as well as many of the 73,000
other jobs paid for with education grants, many of which were in public safety.”?® Further
analysis by one economist shows an even starker contrast between the Administration’s claims
and the American people’s reality: of the 640,329 jobs reported as created or saved following the
first recipient reporting period in the fall of 2009, only 22 percent, or 140,765 jobs, were reported
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as created or saved in the private sector.”® The remaining 78 percent of the jobs reported as
created or saved by the stimulus were in the public sector.

Data from the Bureau of Labor Statistics confirms the impact of the stimulus on private
versus public sector jobs. According to an analysis by George Mason University economist
Veronique de Rugy:

From January 2009 to January 2010, plummeting employment has been
concentrated in the private sector. During the time period examined, employment
in the private sector decreased by 3.5% while employment within government
decreased by 0.5%. Furthermore, employment has consistently decreased more
quickly in the private sector than within the government (in addition to decreasing
more on net). Since January 2009, employment has decreased in the private
sector at an average rate of 0.3% each month; this is 6 times faster than
employment decreased in government.?’
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The following chart issued by the Joint Economic Committee, showing net job gains or loss by
major sector from February of 2009 to February 2010, provides an even starker image of the
impact of stimulus funding on private sector jobs compared to public sector employment:

Job Gains and Losses since Stimulus®®
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Obama Administration Claim: Stimulus Created the Conditions for Companies to Hire
New Workers

On April 2, 2010, President Obama spoke in Charlotte, North Carolina, on jobs and the
economy, stating that the nation’s economy is “beginning to turn the corner.”? The President
also said that the stimulus created the conditions necessary for the private sector to hire again.
The relevant portion of his talk in North Carolina follows:

The true engine of job growth in this country has always been the private sector
... What government can do is create the conditions for companies to succeed. It
can help to create the conditions for companies to hire again. What it can do is
build the infrastructure and create the incentives that will allow small businesses
to add workers; that will help entrepreneurs to take a chance on an idea; that will
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lead manufacturers to set up shop in places like Charlotte. And that’s what we did
last year through the Recovery Act, also known as the stimulus bill. (emphasis
added)*

American People’s Reality: the Private Sector Still isn’t Hiring

According to a recent report by the Heritage Foundation, in the last quarter before the
recession began in 2008, private sector employers laid off an average of 1.9 million workers per
month. One year later, in January 2009, 2.6 million workers were laid off. January 2010 saw a
return to 1.9 million workers being laid off. Layoffs, therefore, have returned to pre-recession
levels.> However, private sector hiring has not followed a similar path.

Layoffs Have Returned to Pre-Recession Levels—Hiring Has Not
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At the end of 2007, the private sector averaged 5.2 million new hires per month. Two
years later, in January 2010, the level of monthly new hires had dropped to 4.1 million.** As the
chart below shows, while layoffs have returned to pre-recession rates, private sector hiring
remains far below its January 2007 level despite the injection of massive stimulus funding into
the economy. In direct contrast to the President’s claims, the stimulus bill has not had a positive
impact on either the number of private sector new hires or creating the conditions necessary for
companies to hire again.

Conclusion: the American People are Right about the Impact of the Stimulus

Fourteen months after its passage, the Obama Administration and many Congressional
Democrats have celebrated the stimulus package as a sensational success. Using outdated and
flawed economic models and continually shifting the goal posts from the creation of millions of
new jobs to unverifiable declarations that even more jobs would have been lost without the
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stimulus, the Administration has continued to ignore all evidence that proves both the fallacy of
its economic models and the folly of its economic policies.

The American people simply do not believe the hype. They have compared the claims
they are hearing from the Administration with the reality that they are experiencing every day —
unemployment hovering near 10 percent, massive and continuing job losses, new jobs for
government workers while the private sector hiring remains far below its pre-recession levels —
and have rightfully come to the conclusion that, despite what the Administration says, the nearly
trillion dollar stimulus has failed to generate substantial job creation or economic growth.
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