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Jobenomics reports on U.S. unemployment and employment statistics, characteristics and trends.
This 70-page Jobenomics U.S. Unemployment Analysis: Q3 2016 report focuses on the unemployed
and underemployed, labor force losses, economic sustainability, income inequality, voluntary
workforce departures and non-working population, welfare, and the small business creation solution.
The 140-page Jobenomics U.S. Employment Analysis: Q3 2016 report focuses on the employed and
working population, U.S. labor force gains, economic growth, income opportunity, contingent
workforce, education and training, workfare, and city and state initiatives.
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Executive Summary

Jobenomics (Jobs + economics) deals with economics of business and job creation.
The Jobenomics National Grassroots Movement’'s goal is to facilitate an
environment that will create 20 million new middle-class U.S. jobs within a decade.
The Movement has a following of an estimated 15 million people. The Jobenomics
website now averages 800,000 hits (80,000 page views) per month, which is 400%
higher than the year prior. Jobenomics reports include quarterly employment and
unemployment analyses, and specialty reports on the U.S. labor force, emerging
U.S. and global business and labor force trends, and economic growth,
sustainability and security.

> ['l VOLLMER

While Jobenomics addresses big business and government employment trends, its principal focus is
on highly-scalable small and self-employed businesses that employ the vast majority of Americans
and create the vast amount of new jobs. Jobenomics has six state and city initiatives that are led by
community leaders to mass-produce highly-scalable small businesses and jobs. To accelerate small
business creation, Jobenomics is working with community leaders to promulgate local workfare
initiatives, implement community-based business generators to mass-produce startup businesses,
and provide workforce skills-based training, certification and funding programs.

Jobenomics prioritizes its efforts on citizens at the base of America’s socioeconomic pyramid with
emphasis on engaging more women, minorities, youth (Gen Z/Y) and the working poor in the
business and employment process. While Jobenomics is designed as a U.S. small business and job
creation movement, other nations expressed interest in starting similar movements.

Current State of U.S. Unemployment. According to the U.S. Bureau of Labor Statistics (BLS), the U.S.
labor force has three statistical categories: Employed, Unemployed and Not-in-Labor-Force.
Understanding the dynamics between these categories is required to understand the American labor
force and ultimately the U.S. economy.

From an unemployment perspective, policy-makers, decision-leaders and the American public must
address three major trends: (1) growing voluntary workforce departures, (2) contingent workforce
expansion, and (3) below average wage earner issues that are becoming more pervasive.

Sooner or later, the American public will figure out that it is theoretically possible for the United
States to have a zero rate of unemployment while simultaneously having zero people employed in
the labor force. The reason for this disquieting statement involves how government measures
unemployment. To be classified as unemployed, one must be looking for work. Able-bodied
Americans who quit looking and voluntarily depart the workforce are classified in a nebulous and
obscure Not-in-Labor-Force category that few people comprehend.

Six unemployment categories (U1 through U6) are reported monthly by the BLS. Each category
requires that an individual must be actively looking for work. These categories are calculated as a
percent of the Civilian Labor Force (Employed + Unemployed). The BLS also calculates the number of
able-bodied adults who can work, but are not looking for work, in a category entitled Not-in-Labor-
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Force, which is not part of the Civilian Labor Force (159 million), but part of the larger Civilian
Noninstitutional Population (254 million), which is a subset of the entire U.S. population (325 million).

Working Versus Non-Working Populations
1 January 2000 to 1 October 2016

Working (Employed) Population +11%

Private Sector Only -
122.6 Million

110.2 Million 109.7 Million
Non-Working Population +40%

/_Myfand U6
78.6 Million

68.7 Million “Not in Labor Force (NiLF) +37%
Can Work But Not Looking

94.2 Million

Total Unemployed (U6) +56%
Looking for Work

o 15.5 Million
10.0 Million Great Recession

Q P O & O O > 0
» &Y
S S S S
The latest BLS Employment Situation Summary® reports that 122.6 million Employed Americans work
in the private sector versus 109.7 million citizens who are Unemployed (U6, defined as total
unemployed and underemployed people who are looking for work) and Not-in-Labor-Force (NilLF,
defined as able-bodied adults who are capable of working but not looking for work).

From 1 January 2000 to 1 October 2016, the working population (Private Sector Employed) increased
by 11% compared to a 40% rise in the non-working population (U6/NiLF). The non-working
population briefly exceeded the working population during the 2007-2009 Recession and is likely to
outnumber the working population by 2024 if current trends exist, or earlier if an economic downturn
occurs.

The U6 population includes the long-term unemployed (U1), job losers and temporary workers (U2),
total unemployed workers (U3), discouraged workers (U4), marginally attached workers (U5) and
underemployed workers who work part-time because they can’t find a full-time job. It is important
to remember that a person must be actively looking for work to be counted as unemployed in any of
the six BLS unemployment categories. In January 2000, the U6 population was 9,953,000. The height
of the Great Recession, U6 peaked at 26,440,000 in April 2010, an increase of 166% since the turn of
the Century. Since peak through Q3 2016, the U6 dropped by 10.9 million people to 15,551,000
today. Despite all the political fanfare, 15,511,000 unemployed, underemployed and marginally-
attached citizens still represent 56% more people out of work than existed 16 years ago.

Able-bodied adults who are neither employed nor unemployed are not in the labor force. Those who
have no job and are no longer looking for a job are accounted by the BLS in the Not-in-Labor-Force

1 U.S. Bureau of Labor Statistics, Employment Situation Summary, http://www.bls.gov/news.release/empsit.nr0.htm
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category. From 2000 through Q3 2016, the Not-in-Labor-Force cadre grew from 68,655,000 to
94,184,000, an increase of almost 26 million citizens who more often than not are dependent on
public/familial assistance. Today, the Not-in-Labor-Force exceeds the U6 Unemployed cadre by 6-
times (94,184,000 versus 15,510,979) and 12-times (94,184,000 versus 7,995,350) the number of
people enrolled in the U3 Unemployment category that is generally referred to as the “officially
unemployed”. This great disparity is rarely addressed by policy-makers, analyzed by decision-makers
or mentioned by the media’s talking-heads, all of whom focus almost entirely on the “Official U3
Unemployment Rate” that is now at a near post-recession low of 5.0%.

The ability to work should be the determining factor for unemployment as opposed to whether or
not a person is looking for work. Jobenomics contends that all able-bodied Americans who can work,
regardless if they are looking or not, should be considered “functionally” unemployed. Functional is
defined as capable of working. An able-bodied adult who is capable of working but chooses not to
work should be considered unemployed for the same reason that “discouraged”, “marginally
attached” and “part-time workers for economic reasons” are included in the U4, U5 and U6
Unemployment categories.

In order to achieve a sustainable economy and labor force, U.S. policy-makers and decision-leaders
must shift their attention from U3/U6 unemployment to include understanding the reasons that able-
bodied Americans, who are capable of working, are no longer looking for work. When as many
people drop out of the labor force as enter it, the U.S. economy cannot grow as it should.

Most economists believe that economic growth depends on job and GDP growth. The ideal rate for
U.S. GDP growth is 2% to 3%. For the United States, a mature economy, sustained GDP growth
significantly over 3% tends to led to overheating and bubbles. Anything below 2% is considered
sclerotic growth and makes the economy vulnerable to financial downturns. During the post-WWII
recovery, U.S. GDP grew at an average rate of 3.5% which created tens of millions of new jobs each
decade. Since 2000, U.S. GDP averaged 1.76%. During the post-recession recovery period from Q1
2010 through Q3 2016’s “advanced” estimate, U.S. GDP averaged 2.1%.

In Q1 and Q2 2016, U.S. GDP grew by an abysmal 0.8% and 1.4% respectively. The Bureau of
Economic Analysis (BEA) “advanced” estimate is 2.9% for Q3 2016. Per the BEA, the Q3 2016
“advanced” estimate is based on source data that are incomplete or subject to further revision. The
"second" estimate for Q3 2016, based on more complete data, will be released on November 29,
2016. 2 The Federal Reserve has been continually downgrading Q3 2016 GDP over the last several
months from a high of 3.8% and is currently forecasting Q3 2016 GDP at 2.1%.> On the current
trajectory, 2016 GDP is likely to be around 1.4% (sclerotic growth) assuming no major financial or
major international crises, which is a bold assumption considering today’s turbulent environment.

As far as the future, many economists feel that a recession (two quarters below 0% GDP growth) is
likely. The United States averages 3 financial downturns and 1.7 recessions per decade over the last 7
decades. This decade (2010s) has been recession-free largely due to government deficit spending,

> Bureau of Economic Analysis, Gross Domestic Product: Third Quarter 2016 (Advance Estimate), 28 October 2016,
http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm

® Federal Reserve Bank of Atlanta, GDPNow Forecast, 27 October 2016,
https://frbatlanta.org/cqer/research/gdpnow/?panel=1
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increasing money supply, low interest rates, stimulus packages, bailouts, buyouts and foreign
investment. Now that the era of easy money is coming to an end, an anemic U.S. economy will have
to operate under its own steam.

The period of frail GDP growth from 2000, has dramatically impacted the American middle-class and
the U.S. labor force that gained 13,967,000 workers but lost 25,529,000 through voluntary
departures. To make matters worse, the U.S. population grew by 44 million citizens since year 2000,
which places a greater burden on taxpaying workers. For most American workers, real wages
(purchasing power) have not increased for decades and are not projected to improve soon.

Another alarming trend involves the dramatic rise in the contingent workforce, which now stands at
60 million employed workers, or 40% of the Private Sector Labor Force. The BLS defines the
contingent workforce as the portion of the labor force that has “nonstandard work arrangements” or
those without “permanent jobs with a traditional employer-employee relationship”. The Jobenomics
U.S. Contingent Workforce Challenge Report estimates that the contingent workforce could be the
predominant source (over 50%) of employed U.S. labor by 2030, or sooner, depending on economic
conditions and seven ongoing workforce trends that are addressed in detail in the Jobenomics
Contingent Workforce Challenge report.4

The contingent workforce is comprised of two general categories: core and non-core. Core
contingency workers include agency temps, direct-hire temps, on-call laborers and contract workers.
Core workers generally represent low wage earners that have nonstandard work arrangements out of
necessity, often subjected to exploitation, and usually not entitled to traditional employer-provided
retirement and health benefits. The non-core category includes independent contractors, self-
employed workers and standard part-time workers who work fewer than 35 hours per week. Non-
core workers generally seek nonstandard work agreements as a matter of choice.

Jobenomics views the non-core workforce as a positive economic force that will grow significantly via
the emerging digital economy. On the other hand, Jobenomics views the core contingency as a major
labor force challenge as more and more citizens work for substandard wages, become frustrated, and
seek alternative sources of income. The contingent workforce is addressed in this analysis from a
Not-in-Labor-Force perspective and discussed in detail from an overall employment perspective in
the Jobenomics Employment Analysis.>

2014 U.S. Average (Mean) Income Was $54,964
Total U.S. Population = 319 Million People

274 Million
o i Cannot Work
86 /o M Do Not Work

g i Wage Earners
e ‘B

Reported 45 Million 14%

Earnings E- — ' Gd
Below $55K Above $55K

115

* http://jobenomicsblog.com/wp-content/uploads/2016/05/U.S.-Contingent-Workforce-Challenge-4-April-2016.pdf
> http://jobenomicsblog.com/jobenomics-u-s-employment-analysis-Q3-2016/
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Contingent work, low wages and the attractiveness of the U.S. welfare/means-adjusted earnings
programs are fueling the rapid and increasing exodus of citizens from the U.S. labor force. In 2014,
86% of all Americans (including workers with earnings, Not-in-Labor-Force and those that cannot
work, such as children, caregivers, disabled, elderly, etc.) made below average income.

A major reason for Not-in-Labor-Force growth is due to the growing attractiveness of welfare and
entitlement benefits. The U.S. federal government funds 126 separate programs targeted at low
income people. State, county, and municipal governments offer additional $400 million worth of
welfare and healthcare programs. Combined welfare benefits pay more than minimum wage jobs in
35 states—in many cases, significantly more. 35 U.S. states offer welfare packages (not including
Medicaid) more generous than the most lavish and liberal European countries. 39 states pay welfare
recipients more than the starting wage for a secretary and in 11 states more than the first year wage
for a teacher.

Once a person becomes dependent on welfare, transition to workfare becomes difficult. Loss of
critical workforce skills increase proportionally to the length of time a person is not working. Most of
the 6.1 million open employment positions in the United States are due to a deficit of skills and the
capability to perform effectively in a working environment. Prolonged dependency generates anger,
grievances, activism, violence and counter-cultural lifestyles.

In today’s consumption-based and market-driven society, there is never enough public or familial
assistance to satisfy the financially disaffected. Consequently, those who need additional income
often turn to temporary jobs, barter, the underground economy as well as illicit lifestyles (gangs,
drugs and crime) rather than legitimate forms of long-term employment. Jobenomics contends that
workfare is the only reasonable alternative to welfare. The problem is how to motivate and facilitate
this transition.

The solution to growing America’s economy, healing the middle-class and strengthening the labor
force involves putting the U.S. small business engine into over-drive. Energizing existing businesses
and creating new small and self-employed businesses could create 20 million net new jobs within a
decade. To this end, Jobenomics is working with a number of cities to implement Jobenomics
Community-Based Business Generators to mass produce startup businesses.

Jobenomics Community-Based Business Generators mass-produce startup businesses by: (1) working
with community leaders to identify high-potential business owners and employees, (2) executing a
due diligence process to identify potential high quality business leaders and employees, (3) training
and certifying these leaders and employees in targeted occupations, (4) creating highly repeatable
and highly scalable “turn-key” small and self-employed businesses, (5) establishing sources of startup
funding, recurring funding and contracts to provide a consistent source of revenue for new
businesses after incorporation, and (6) providing mentoring and back-office support services to
extend the life span and profitability of businesses created by the Jobenomics Community-Based
Business Generators.

While the overall goal is to mass-produce small businesses, the Jobenomics Community-Based
Business Generator will help all people who enter the program to find meaningful employment.
Many of the initial candidates are likely to prefer working for existing companies rather than going
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through the Jobenomics process. Anticipating this, Jobenomics will implement a “pipeline” to
connect these individuals who have undergone some level of due diligence to companies that are
hiring. A common complaint that Jobenomics often hears from companies is that they have a very
hard time finding good people who want to work and who have the right attitudes/aptitude for work.
Consequently, Jobenomics Community-Based Business Generators will utilize a nationally recognized
pipeline system that has recently matched hundreds of thousands veterans with employers.

In summary, the U.S. economy cannot be sustained by only 35% of the population that is eroding in
terms of size, wages and income potential.

325 Million Total U.S. Population

10ctober 2016

2‘2 Mill ion 94 M Source: US Bureau of Lobor Statistics, Jobenomics

65% Not-in- 70M
Labor- Cannot

32M Government FOI'CE Work 16M Unemployed
(including 10M contractors) B (Can work not looking) {(Mainly children) (U6 : Looking for, work)

113M —
conmméne Private Sector 5% 113 Million
workforce  Labor Force  workforce 35%

(excluding 10M government contractors)

The private sector labor force produces the majority of American jobs, goods, services and revenue
needed to sustain economic growth. 113 million private sector workers support 32 million
government workers and contractors, 94 million able-bodied people who can work but chose not to
work, 70 million who cannot work and the 16 million unemployed and underemployed. Of the 113
million employed Americans in the private sector, approximately 60% are standard full-time workers
and 40% are contingency workers.

If American policy-makers and decision-leaders are serious about revitalizing the eroding middle-
class, they must address the growing voluntary workforce departures, contingent workforce and
below mean income issues. Jobenomics believes that the place to start is with demographics with
the greatest need and potential (i.e., women, minorities, new workforce entrants and the growing
cadre of poor white males). Jobenomics suggests that the 2016 Presidential candidates, in both
parties, should make solutions to these labor force issues their top priority.
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Understanding Unemployment Statistics

U.S. Government Labor Force Categories. A basic knowledge on how the U.S. government defines
labor force and accounts for the different labor force categories is essential to understanding labor
force statistics and interpreting fact from fiction. According to BLS, the basic concepts involving
employment and unemployment are straight forward: °

e People with jobs are employed.

e People are unemployed if they do not have a job, have actively looked for work in the prior 4
weeks, and are currently available for work. Marginally employed and underemployed
personnel, who are actively looking for work, are reported as a subset of the unemployed
category, and generally include part-time workers who work less than 35 hours per week.

e Able-bodied adults who are neither employed nor unemployed are not in the labor force.
Those who have no job and are no longer looking for a job are counted as Not-in-Labor-Force.

U.S. Labor Force Overview

1 October 2016
Total US Population 324.7 Million

{US Census Bureau)

Civilian Labor Force ~scouraged Not Looking for Work
o\

160.2 Million 164.5 Million
m
Unemployed, Underemployed
BLS U6 Rate “Marginal job, no job and looking"
15.5 Million .
Not-in-Labor-Force
BLS “Have no job and no longer looking”
94.2 Million
Employed
144.7 Million
(Total Nonfarm)
All others
Not surveyed by the BLS
70.3 Million
Source: BLS, Jo‘benomics

Therefore, as shown:
e Civilian Labor Force = Employed + Underemployed + Unemployed = 160.2 million.
e Not Looking for Work = Not-in-Labor-Force + All Others = 164.5 million.

The Civilian Labor Force is defined as citizens, who are either employed or unemployed looking for a
job, are at least 16 years old, are not serving in the U.S. armed forces and are not institutionalized.

® BLS, How the Government Measures Unemployment, http://www.bls.gov/cps/cps_htgm.htm#tunemployed
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e Employed. The U.S. labor force consists of 144.7 million employed people in the non-farm
private sector (goods and services) and government (federal, state and local).”

e Unemployed. There are 15.5 million unemployed and underemployed people who are
looking for work. The BLS reports on six unemployed categories from U1 long term employed
to U3 officially unemployed to U6 total unemployed.

The Not Looking for Work group includes Not-in-Labor-Force and All Others in the U.S. population.

e Not-in-Labor-Force includes people (over 16 years old) such as discouraged workers, citizens
who choose not to work, welfare recipients, students, retired, stay-at-home caregivers, etc.
There are 94.2 million the BLS’ Not-in-Labor-Force category.

e All Others. Remaining 70.3 million citizens who are not included in the previous three
categories are classified as All Others by Jobenomics. The BLS does not survey and report on
most of the groups that comprise this category that includes children, elderly, disabled, are
institutionalized (approximately 4 million citizens in correctional institutions, mental
institutions, detention facilities, skilled nursing facilities, hospice facilities and other long-term
care living arrangements), serving in the U.S. armed forces (approximately 1.3 million on
active duty) or agriculture workers and farm hands (approximately 2 million).

Labor Force Gains and Losses since Year 2000. From a healthy labor force perspective, what
ultimately matters is how many people enter the workforce compared to those who depart.

Labor Force Gains and Losses

1 October 2016

Net Labor Force Unemployed
Entered Departed Gains-Losses

Last Month (Sep 2016) 156,000 (207,000) 363,000 90,000

Last Quarter (Q3 2016) 575,000 (333,000) 908,000 156,000
Last Year 2,447,000 (274,000) 2,721,000 (479,000)
Since 2010 (Jobenomics) 14,973,000 10,371,000 4,602,000 (7,159,000)
Since 2009 (Obama) 9,903,000 13,804,000 |  (3,901,000)| | (3,347,000)

Since Year 2000 13,967,000 25,529,000 | (11,562,000) 2,286,000

BLS CES Report BLS Not-in-Labor- BLS Unemployed

(CES0000000001) Force Report Report
Table B-1 (LNS15000000) (LNS13000000)
Seasonally Adjusted Seasonally Adjusted Table A-10

In September 2016, the BLS Employment Situation Summary8 reported that 156,000 Americans
entered the U.S. labor force on a seasonally adjusted basis.’ The BLS also reported that 207,000
fewer able-bodied Americans were recorded in the BLS “Not-in-Labor-Force” category, a category

” The BLS has two monthly surveys that measure employment levels and trends: the Current Population Survey (CPS), also
known as the household survey, and the Current Employment Statistics (CES) survey, known as the payroll or
establishment survey. CPS and CES estimates have distinct employment definitions and methods. Generally speaking,
the CES estimates approximately 7 million fewer employees than the CPS since CES data excludes agriculture and related
employment, the unincorporated self-employed, unpaid family and private household workers and workers absent
without pay from their jobs. Both surveys include only civilian employees in Government employment and exclude
uniformed members of the armed services. http://www.bls.gov/web/empsit/ces_cps_trends.pdf

8 U.S. Bureau of Labor Statistics, Employment Situation Summary, http://www.bls.gov/news.release/empsit.nr0.htm

° Normally “seasonally adjusted” statistics are reported to compensate for seasonal fluctuations.
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reserved for non-working able-bodied Americans, for a net workforce gain of 363,000 Americans.
While these two statistics are positive, U3 unemployment did not fare as well. People classified as
officially unemployed increased by 90,000 citizens during the reporting period, from 7,849,000 in
August to 7,939,000 in September 2016).

Over the last quarter (Q3: July, August and September 2016), a total of 575,000 people entered the
labor force and 333,000 fewer citizens departed, for a net gain of 908,000 people to the labor force.
U3 increased with 158,000 more people enrolled as officially unemployed.

Over the last year, a total of 2,447,000 people entered the labor force and 274,000 fewer citizens
departed, for a net gain of 2,721,000 people to the labor force. U3 was positive with 479,000 fewer
people officially unemployed.

From 1 January 2010 to 1 October 2016 (essentially the post-recession era and the Jobenomics
primary analysis period), the U.S. labor force posted a net gain of 14,973,000 workers. Over this 81-
month period, monthly labor force gains averaged 184,851 (14,973,000 + 81), which is slightly below
the monthly 250,000 goal set by most labor force experts. Over the same time period, U3
unemployment dropped 15,098,000 on 1 January 2010 to 7,939,000 citizens, a difference of
7,159,000 less unemployed or a 53% reduction. However, this reduction was more than offset by
10,371,000 voluntary workforce departures to the Not-in-Labor-Force during the period. As shown
below, each calendar year since the beginning of this decade, workforce departures exceed
unemployment reductions.

Voluntary Departures Exceeded U3 Reductions Each Year Since 2010
¥ U3 Unemployment Reductions i Not-in-Labor-Force Departures

Source: BLS
2,910,000

2,164,000

L0 1,349,000 1,222,000 1,218,000
81,000
35,000
. -794,000 I I -800,000
-1,255,000

-1,695,000

-750,000

-1,900,000
2010 2011 2012 2013 2014 2015 2016 Q3

From 1 January 2009 to 1 October 2016 (the Obama era), the U.S. labor force posted a net gain of
only 9,903,000, or 110,033/month for the 90-month period, which is well below the monthly 250,000
goal set by most labor force experts. U3 unemployment rolls were reduced by 3,347,000 people,
which is a relatively insignificant reduction compared to 13,804,000 voluntary workforce departures
of able-bodied Americans. To be fair, the Obama Administration inherited a downward employment
spiral during the tail-end of the Great Recession. During the President’s first year in office, 5 million
jobs were lost. It took almost 3% more years to recover these losses and 6% to recover all losses
since the beginning of the Great Recession. Labor force recovery after the Great Recession took over
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two to three times longer than the three previous recessions (1981/82 Recession = 2'/; years,
1990/91 Recession = 2%/5 years, 2001 Recession = 3%/, years).

From 1 January 2000 to 1 October 2016 (the Clinton-Bush-Obama era, the period since the turn of
the century), the U.S. labor force increase by 13,967,000 workers, unemployment rolls increased by
2,286,000 citizens and 25,529,000 workers voluntarily departure the workforce. Today, the U.S. labor
force is roughly 14 million workers weaker™® considering voluntary departed and more people
unemployed, not counting the 44 million new citizens that have joined the population since the turn
of the century. Consequently, the U.S. labor force restoration is a much more significant challenge
that few policy-makers want to resolve with actionable plans with achievable milestones.

While the United States has made incremental improvements to the labor force over the last 6%,
years, the damage done to the labor force over the previous 16°, years has considerably weakened
our country economically and ushered in an era where many people are choosing non-working
lifestyles than ever before. A bulk of the people who were no longer counted as unemployed simply
quit looking as opposed to finding employment. The American middle-class is being hollowed out
and may be at the tipping point. According to the Pew Research Center, “Once in the clear majority,
adults in middle-income households in 2015 were matched in number by those in lower- and upper-
income households combined”.** Small business and job creation must be made a priority.

10 calculation: 2,286,000+25,529,000-13,967,000 = 13,848,000, or roughly 14 million workers weaker.
! pew Research Center, The American Middle Class Is Losing Ground, No Longer The Majority and Falling Behind
Financially, 9 December 2016, http://www.pewsocialtrends.org/files/2015/12/2015-12-09_middle-class_FINAL-report.pdf
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Unemployment and Not-in-Labor-Force Categories

To understand Unemployment and Not-in-Labor-Force Categories, one must have a basic knowledge
on how data is collected by the government.

The two primary sources of data are from joint Census Bureau/BLS household surveys and BLS
industry surveys. The “Household” survey collects data via the Current Population Survey (CPS) and
the “Establishment” payroll survey via the Current Employment Survey (CES).*

e CPS Household data is collected monthly from a sample from over 60,000 American
households and includes comprehensive data on the labor force, the employed, and the
unemployed classified by such characteristics as age, sex, race, family relationship, marital
status, occupation and industry attachment. The CPS also provides some data on the
characteristics and past work experience of those not in the labor force. The CPS includes all
workers, nonfarm and farm, and estimates current employment at 150 million.

e CES Establishment data is collected monthly from a sample of approximately 143,000
businesses and government agencies representing approximately 588,000 worksites
throughout the United States. The primary statistics derived from the CES survey are monthly
estimates of employment, hours, and earnings for the nation, states, and major metropolitan
areas. The CES includes only nonfarm workers and estimates current employment at 144
million. Unemployment and Not-in-the-Labor-Force are not addressed.

CPS and CES data are reported in the BLS monthly Employment Situational Report and various BLS
Supplements to the Current Population Survey. The monthly BLS Employment Situational Report is a
widely read government report used for policy-making in the United States. BLS Supplements are
also important since they provide a significant level of detail for public and private analyses. It is
important to recognize that these BLS reports and supplements are focused mainly on standard
workers who are employed by nonfarm, industry-centric and employer-providing firms. Agricultural
(farms and ranches) and nonstandard (contingent) worker data is sparse and episodic due to
historical precedent and budgetary constraints.

BLS Framework of the U.S. Civilian Population
Source: BLS, Table A-1. Employment Status of the Civilian Population*®

Current BLS Framework

Civilian Noninstitutional Population 254,091,000
e Civilian Labor Force 159,907,000
Labor Force Participation Rate 62.9%

o Employed 151,968,000
Employment-Population Ratio 59.8%

o Unemployed 7,939,000
Unemployment rate 5.0%

o Not-in-Labor-Force 94,184,000
Persons who currently want a job 6,088,000,

12y.s. Bureau of Labor Statistics, Household vs. Establishment Series, http://www.bls.gov/lau/lauhvse.htm#hvse
B BLS, Table A-1, Employment status of the civilian noninstitutional population 16 years and over, 1981 to date,
http://www.bls.gov/web/empsit/cpseeall.htm
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The BLS Employment Situational Report’s focal point is on the “Civilian Noninstitutional Population”
that consists of three main categories: “Employed”, “Unemployed” and “Not in Labor Force”. The
Civilian Labor Force (151,968,000 Employed and 7,939,000 Unemployed citizens) and Not-in-Labor-
Force (94,184,000 citizens) constitute the Civilian Noninstitutional Population of 254,091,000.

The Civilian Noninstitutional Population consists of labor force data garnished from the U.S. Census
Bureau for all citizens 16 years of age and older residing in the 50 States and the District of Columbia,
who are not inmates of institutions (penal, mental facilities, homes for the aged) and who are not on
active duty Armed Forces. Civilian Labor Force includes persons classified as employed or
unemployed looking for work. Not-in-Labor-Force includes persons neither employed nor
unemployed who are not looking for work.

The overwhelming amount of BLS statistical labor force data is centered on statistics relating to the
144 million nonfarm Employed Americans, who are accounted in three general sectors (private sector
goods-producing, private sector services-providing and government) that are subdivided into 13
industry groups and subdivided into 130 industries. To a lesser degree, BLS Employment Situational
Report contains data on Unemployed. To a minimal degree, the BLS reports on people who are
categorized in a single Not-in-Labor-Force category that is reserved for able-bodied Americans who
can work but chose not to work for a variety of reasons.

Unemployment Rate & Not-in-Labor-Force Categories

L. Current Currently
U.S. Bureau of Labor Statistics (BLS)

BLS Category Rate Unemployed
Table A-15, LNS11000000, LNS15000000

Can Work And Are Looking

Persons unemployed 15 weeks or longer,

u1 ployed s ¢ J 2.0% 3,198,140
as a percent of the civilian labor force

Job losers and persons who completed temporary jobs,

as a percent of the civilian labor force

U2 2.5% 3,997,675

U3 Total unemployed, as a percent of the civilian labor force
("official" unemployment rate)

5.0% | 7,939,000

Total unemployed plus discouraged workers, as a percent of

u4 5.39 8,475,071
the civilian labor force plus discouraged workers %

Total unemployed, plus discouraged workers, plus all other
us marginally attached workers, as a percent of the civilian labor force 6.0% 9,594,420
plus all marginally attached workers
Total unemployed, plus all marginally attached workers,

plus total employed part time for economic reasons, as a
U6 percent of the civilian labor force plus all marginally
attached workers ("total" unemployment rate)

Can Work But Are Not Looking

9.7% | 15,510,979

"NOt in Rate Not
the Labor Those who have no job and are not looking for one Calculated by | 94,184,000

BLS
Force"
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As shown, six Unemployment categories (from U1l Long-Term Unemployed to U3 Officially
Unemployed to U6 Total Unemployed and Underemployed) are reported monthly by the BLS.** Each
Unemployment category requires that an individual must be actively looking for work. These
categories are calculated as a percent of the Civilian Labor Force.

The BLS also calculates the number of adults (over age 16) that can work but are not looking for work
in a category entitled Not-in-Labor-Force (94,184,000).

Americans tend to over emphasize one statistic—the U3 rate or “official” unemployment rate
(highlighted in red above). The Not-in-Labor-Force category is almost never mentioned in the media
or used in policy-making, which is wrongheaded from both labor force and economic perspectives.

The Not-in-Labor-Force (94,184,000) is about 12 times the size of U3 unemployed (7,939,300) and
exerts much greater strain on the U.S. economy and labor force. In addition, Not-in-Labor-Force
citizens tend to remain unemployed much longer—often for life. 95% of the Not-in-Labor-Force BLS

survey respondents say that currently “do not want a job now”.™

From a Jobenomics perspective, Not-in-Labor-Force should be classified as unemployed in the same
way that marginalized and underemployed citizens are included in the U6 category. Determination
whether a person is counted as unemployed should not depend on subjective, and often whimsical,
survey questions used to appraise people’s employment intensions.

The four BLS survey questions that government interviewers use to record a person as unemployed
include (the bolded words are emphasized when read by the interviewers): *

(1) Do you currently want a job, either full or part time?
(2) What is the main reason you were not looking for work during the last 4 weeks?
(3) Did you look for work at any time during the last 12 months?

(4) Last week, could you have started a job if one had been offered?”

If a respondent answers “yes” to all four questions, that person is considered Unemployed. If the
respondent answers “no” to any question, that person is assigned to the Not-in-Labor-Force.

Evaluating whether a person wants to work rather than the ability to work is like treating a symptom
rather than the disease. Sooner or later, the American people will figure out that the current way our
government calculates unemployment is seriously flawed. Under the current system, it is
theoretically possible for the U.S. to have a zero rate of unemployment while simultaneously
having zero people employed in the labor force. Since Not-in-Labor-Force personnel are not
counted as unemployed, the official unemployment rate could theoretically be zero if all unemployed
people simply quit looking for work and joined those in the Not-in-Labor-Force. Easier yet, just have

1 BLS, Table A-15, Alternative measures of labor utilization, http://www.bls.gov/news.release/empsit.t15.htm
> BLS, Table A-1. Employment status of the civilian population by sex and age,
http://www.bls.gov/webapps/legacy/cpsatabl.htm

16 BLS, Who is not in the labor force?, http://www.bls.gov/cps/cps_htgm.htm#nilf
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all respondents answer “no” to one of the four BLS survey questions, and Americans can have an
instantaneous zero rate of unemployment.

Unemployment Categories. Unemployment rates have been highly volatile over the last fifty years.
The official U3 unemployment rate peaked shortly after WWII and recovered to a historical low
within a decade. Subsequent peaks happened in early 1960s, mid 1970s after the OPEC oil shock, and
the early 1980s after the tech boom bubble broke, which set the all-time U3 rate peak of 10.8% in
November/December 1982. During the go-go decades of the 1990s and 2000s the unemployment
rate stayed relatively low until the Great Recession that commenced in December 2007 and ended in
June 2009—six months after President Obama took office.

Unemployment Rates during Obama Administration

1 January 2009
Peah 17.5% U6 (Total)
13.9% - 1 October 2016
U3 (Official)
Peak 10.1% ' 9.7%

7.6% Peaks.s% Ul (Long Ter

5.0%
3.0%

Source: BLS 2 0%

2009 2010 2011 2012 2013 2014 2015 2016

The unemployment rate history during the Obama Administration, which took office (January 2009)
six months prior to the end of the Great Recession (June 2009), shows that the unemployment rates
peaked in 2010 and have consistently declined to levels lower than when the President took office.

U3 Unemployment Rate by Age, Sex, Race & Ethnicity

16 Years and Older, 1 October 2016
Source: BLS M Men EWomen

8.9% 8.2%
4.3% 4.5% - 3.6% 5% 5.2%

6.6%

White Black Asian Hispanic

The latest official U3 unemployment rates are shown above according to age (16 years and older),
sex, race and ethnicity. Black and Hispanic Americans are more likely to be unemployed than White
or Asian Americans. White and Black males are more likely to be unemployed than females, while
Asian and Hispanic females are more likely to be unemployed than their male counterparts. As a
group, Asians were the least unemployed and Blacks were the most unemployed with a top
unemployment rate of 8.9% for Black men and 8.2% for Black women compared to their Asian
counterparts with top unemployment rate of 3.6% for Asian men and 4.5% for Asian women.

Page 15 Jobenomics Unemployment Analysis: Q3 2016 28 October 2016



JOBENOMICS

U3 Unemployment Rate by Age: Both Sexes
1 October 2016

M16-19 20-24 25-54 455+
28.0%

17.8%

14.2% 14.3% 12.4%
o .8% 8.6%
. 7-2% 3 1% 34% 70% 5.8% 7% 3 6% 3o . 4.6% 54%
White Black Asian Hispanic
U3 Unemployment Rate by Age: Males Only
1 October 2016
16-19 E20-24 25-54 455+
33.3%
13.9% 17.2% 15.5% 19.0%
7.9% 6.7% 6.1% 7.5% 200 suam 8:-5% 389 s4%
White Black Asian Hispanic

U3 Unemployment Rate by Age: Females Only
1 July 2016
W16-19 @20-24 W25-54 55+

23.1%
14.6% > 16.3%
= 0.3% 390 5y _73% saw Sﬂﬁ 8,2% 4.1% 3.8% 87% s7% sa%
_-“ d - . _——
White Black Asian Hispanic

Younger Americans in all age groups are more likely to be unemployed as opposed to older
Americans. Unemployment rates for youth aged 16 to 19 are four times higher than the national
average. From a Jobenomics perspective, the United States has more of a youth unemployment
problem than a total unemployment challenge. If the 16 to 19 year old group was more actively
engaged in productive activity (education, training, public service or employment), the U3
unemployment rate would likely be reduced, not only for this age group but for later age groups as
these youth mature. The Jobenomics Generation Z (Screenagers) initiative is focused on training,
employment and business development efforts for youth that are 21 years and younger. In addition,
the Jobenomics Workforce Training & Certification Initiative, Jobenomics Community-Based Business
Generator Plan, Jobenomics Contingency Workforce Initiative, Jobenomics Minority-Owned Business
Plan and Urban Mining Initiatives are oriented to inner-city, low-income, at-risk youth and young
adults.”’

Not-in-Labor-Force Category. From a Jobenomics perspective, the explosive growth of people in the
Not-in-Labor-Force Category is the most serious challenge facing American policy-makers and the
American public. Woefully, little is being done to address this challenge.

The Current Population Survey (CPS) and its Annual Social and Economic Supplement (ASEC) provide
limited insight into why people are not in the labor force. During the bi-annual ASEC survey, people

7 See Recent Posts at Jobenomics website, http://jobenomicsblog.com/ or http://jobenomics.com/
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who did not work at all in the previous year are asked to give the main reason they did not work.
According to the BLS, “Interviewers categorize survey participants’ verbatim responses into the
following categories: ill health or disabled; retired; home responsibilities; going to school; could not
find work; and other reasons.”*® In 2014, the latest data available from the BLS, out of a total 87
million people who did not work or did not look for work: 44.1% were retired (CPS does not provide
an estimate of the number of people who are retired and has no standard definition of what it means
to be retired), 18.6% were ill or disabled, 15.5% had home responsibilities, 18.3% were going to
school and 3.5% expressed other reasons. Since the BLS is primarily interested in whether people are
working or looking for work, does not ask why people are not seeking a job.

“Our survey is designed to measure work and looking for work,” said Karen Kosanovich, a BLS
economist. “We do not focus on people outside of the labor market.”*® One should not take
Kosanovich’s comment as trite but as factual. The BLS was established in 1884 during the advent of
the Industrial Revolution to collect information on labor employment. Despite its many attempts to
expand its statistical analysis beyond the established thirteen vertical industrial supersectors. The
BLS has been unable to obtain approval and funding to explore in depth analysis of emerging non-
industrial area such as the Not-in-Labor-Force, Contingent Workforce and the Digital Economyzo—all
of which are transforming the U.S. economy and labor force. Horizontal industries, like Energy and
Healthcare that crosscut many of the thirteen vertical industries, also need attention. For example,
Healthcare is touted to account for 18% of U.S. GDP but the U.S. lacks a system-of-systems statistical
picture of the various sectors and subsects of the total healthcare market.

Not-in-Labor-Force Growth
Able-Bodied American Adults Who Can Work But Are Not Looking

1 January 2010
90,000 Obama Admin. 83,813,00

1 January 2009
+37%

80,000 80,380,000
1 January 2000

Source: BLS 1 Jan 2000 to 1 Oct 2016
(LNS15000000 Seasonally Adjusted) |

1 October 2016
94,184,000

68,655,000

I T T T T T T T T
1989 2001 2003 2005 2007 2009 2011 2013 2015
Month

Growth Rate:
Since Year 2000 = +25.5 Million
Since Obama 2009 = +13.8 Million
Since Year 2010 = +10.4 Million
Last 12 Months = -274 Thousand
Last Quarter (Q3 2016)= -333 Thousand
Last Month (September 2016) = -207 Thousand

LS, Beyond the Numbers, People who are not in the labor force: why aren't they working?, December 2015,
http://www.bls.gov/opub/btn/volume-4/people-who-are-not-in-the-labor-force-why-arent-they-working.htm
% Washington Post, 16 September 2016, https://www.washingtonpost.com/news/fact-checker/wp/2016/09/16/trumps-
absurb-claim-that-92-million-americans-represent-a-nation-of-jobless-americans/
20 . e . .

The digital economy (also known as the web economy, internet economy, network-centric economy, or the new
economy) is an economy that is based on digital and networked technologies, which is increasingly intertwining and
preempting today’s traditional economy and transforming businesses and labor forces.
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According to BLS data?’, those in the Not-in-Labor-Force category (those that can work but don’t) has
surged consistently since year 2000 by 25.5 million people. Growth rates are also presented from
2009, 2010, last year and last quarter.

Jobenomics contends that all able-bodied Americans who can work but don’t work, regardless if they
are looking or not, should be considered “Functionally Unemployed”. Functional is defined as
capable of operating or working. An able-bodied adult who is capable of working but chooses not to
work should be considered unemployed for the same reason that “discouraged”, “marginally
attached” and “part-time workers for economic reasons” are included in U4, U5 and U6.

“Functional” Unemployment

Labor Force 1 October 2016 Unemployed

Category Definition Percent Millions

Unemployed |Unemployed or underemployed who are e
(BLS U6) looking for work )
BLS "Not in Have no job and are not looking 94.2

labor force"

Total U6 Unemployed + Not-in-Labor-Force (BLS) 109.7
% Total US Population (Census Bureau) 324.7 349

Jobenomics further contends that unemployment rates should be reported as a percentage of the
entire population as opposed to the Civilian Labor Force, which is a rather arbitrary number based on
the willingness to work or look for work. If calculated against the entire U.S. population?®?, the
combined rate would be 34%, which is still significantly higher than advertised 5.0% U3 or 9.7% U6
unemployment rates.

Jobenomics would not eliminate the old U-Rate system, but institute a complimentary reporting
system based on population and the capability to work. By focusing on functional unemployment (U6
and Not-in-Labor-Force), as opposed to U3 unemployment, policy-makers and the American public
could make better decisions regarding labor force participation, tax revenue generation and
entitlement/welfare expenditures.

U3, U6 and NiLF Functional Unemployment

As of 1 October 2016 Number | Rate Comparison

Total U.S. Population 324,677,000 100.0%

Civilian Noninstitutional Population 254,091,000 100.0% 78.3%
Civilian Labor Force 159,907,000 100.0% 62.9% 49.3%

Functionally Unemployed (NiLF & U6) 109,694,979 68.6% 43.2% 33.8%
Not-in-Labor-Force (NiLF) 94,184,000 58.9% 37.1% 29.0%

U6 Total Unemployed 15,510,979 9.7% 6.1% 4.8%

U3 "Officially" Unemployed 7,939,000 5.0% 3.1% 2.4%

Current Policy & Media Focus

L BLS, Table A-16, Persons not in the labor force and multiple jobholders by sex, not seasonally adjusted,
http://www.bls.gov/webapps/legacy/cpsatab16.htm
22U.S. Census Bureau, U.S. & World Population Clocks, http://www.census.gov/main/www/popclock.html
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The ability to work should be the determining factor for unemployment as opposed to whether or
not a person is looking for work. The actual unemployment rate would be dramatically higher if the
Not-in-Labor-Force group was included in the unemployment calculation. Hypothetically, today’s
Not-in-Labor-Force cadre would equate to 58.7% and the combined number of Not-in-Labor-Force
and U6 would be 68.5% of the Civil Labor Force. However, this is a frivolous apples-to-oranges
comparison. To make it an apples-to-apples comparison, Jobenomics suggests that unemployment
percentages be calculated from the Total U.S. Population or the Civilian Noninstitutional Population
as shown. A more expansive view of unemployment would lead to better decision-making.

In order to achieve a sustainable economy and labor force, U.S. policy-makers and decision-leaders
must shift their attention from an U3/U6 unemployment focus to understanding the reasons that
able-bodied Americans who are capable of working are no longer looking for work and joining the
ranks of those no longer in the U.S. labor force. In addition to taking a more expansive view on
unemployment, greater emphasis on employment statistics would be helpful. More attention needs
to be placed on existing employment metrics like the Employment-to-Population Ratio and Labor
Force Participation Rate (percentage of the population that is either employed or unemployed).

Able-Bodied People without a Job

Over Age 16 (Millions) Peak Unemployment
Unemployent Rate (U3) 10.0% 5.0% -5.0%
Number of Unemployed (U3) 15.4 7.9 -7.4
Number in Not-in-Labor-Force 82.8 94.2 11.4
Total 98.1 102.1 4.0

During the Great Recession and the post-recession recovery, policy-makers focused almost entirely
on U3 metrics that do not provide an accurate picture of the labor force or the economy. As shown,
shortly after the Great Recession, the U3 rate reached its peak at 10.0% on 1 October 2009. Since
then, the U3 rate has dropped to 5.0%, which represents 7.4 million less unemployed Americans—
seemingly good news. During the same period, 11.4 million citizens voluntarily departed the work
force—many to the netherworld of perpetual unemployment and welfare. Consequently, while
America decreased its number of unemployed, it increased the number of its non-working, able-
bodied, adults, for a net loss of 4.0 million employed workers—not so good news for an American
population that is increasing by 2.5 million new citizens per year.

In summary, from an overall labor force perspective, the U3 rate is a relatively poor indicator and
undeserving of the amount of attention it receives. A combination of the U6 total unemployment
and Not-in-Labor-Force denizens provides a truer picture of the unemployed, which will result in
better policy and decision making.

Labor Force Trends since Year 2000. Labor force gain/loss comparisons from the start of the 21
Century are equally troubling from an economic stability standpoint since the growth rates of both
the U3 and Not-in-Labor-Force categories are growing over 3-times faster than the Total Employed
category that includes farm and nonfarm industries®.

* BLS, Household Data (CPS), Table A-1, Employment status of the civilian population by sex and age,
http://www.bls.gov/webapps/legacy/cpsatabl.htm
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Not-in-Labor-Force Demographics

100 - 1 October 2016
90 | '
80 - Source: BLS,
v 70 - 55+ Table A-38
2 60 - 57.0% Not Seasonally
E 50 - Adjusted
2 a0 - —
Z 3 - 25-54
20 -  244% | 43.0% Men
10 - 16-24 40.0%
0 18.6% |- : :
Age Gender

In terms of age, the Not-in-Labor-Force includes 54 million people 55 years or older (57.0%), 23
million 25-to-54 year olds (24.4%), and 18 million 16-to-24 year olds (18.6%). In terms of gender,
Not-in-Labor-Force includes 57 million women (60.0%) and 37 million men (40.0%).

Labor Force Trends since Year 2000

+ 16.6 Million
Source: Bureau of Labor
Statistics Historical "A" Tables Growth Rﬂ]t.:;zl% + 25.9 Million
1345 | . Growth Rate 38%
+2.1 Million gy L
Growth Rate 38% ’
1Jan 1 Jul 1Jan 1 Jul
57 78 12000 | 2016 | 2000 | 2016
Number of U3 Unemployed Total Employed Not-in-Labor-Force
(Looking for Work) (Have a Job) (Can Work, But Don't)

As shown, labor force trends since year 2000 indicate that in terms of percentages, the number in the
Not-in-Labor-Force grew as fast as the number of U3 Unemployed (38% versus 38%), and over 3-
times faster than Total Employed (38% versus 12%). In terms of raw numbers, the comparisons are
quite stark. The number of U3 Unemployed citizens increased by 2.1 million people compared to
Total Employed growth of 16.6 million and Not-in-Labor-Force growth of 25.9 million. Jobenomics
projects that these trends will continue unabated in the foreseeable future.

Not-in-Labor-Force versus Private Sector Labor Force
+ 25.5 Million source: BLS +12.3 Million

a

[=]

2 Growth Rate 37% Growth Rate 11%

=] 110.2 122.6

Z 94.2 :

2 68.7

S 1Jan 10ct 1Jan 10ct

2000 2016 2000 2016

Not-in-Labor-Force Private Sector Labor Force
(Can Work But Not Looking) {Working)

Comparing the size of the Not-in-Labor-Force to the nonfarm private sector labor force increases the
disparity even further (37% versus 11%, or 25.5 million versus 12.3 million). This comparison is
important since the nonfarm private sector workforce is the engine of the U.S. economy and provides
the bulk of U.S. employment and tax revenue. If current trends continue, the Not-in-Labor-Force will
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exceed the Private Sector Labor Force in 2024. If a financial downturn or recession happens, the Not-
in-Labor-Force could eclipse the private sector labor force even sooner than 2024.

U.S. Average of 1.7 Recessions per Decade
1990s

1960s | 1970s | 1980s 2000s | 20105

R Recession Source: National Bureau of Economic Research

Since the 1940s, the U.S. economy has averaged 3 financial crises and 1.7 recessions per decade.
Unlike many parts of the world, the United States has been recession free for three major reasons:
U.S. fiscal and monetary policy, spending/debt accumulation and foreign investment.

Fiscal policy is the means by which Congress adjusts federal spending levels and tax rates. Monetary
policy involves actions of the Federal Reserve System (bank) to determine money supply and interest
rates. The President indirectly controls fiscal and monetary policy via political platforms and agenda.

U.S. national debt increased from $0.9 trillion when President Reagan took office to $19.3 trillion
today. Since the Great Recession, the U.S. federal government has spent lavishly on a wide variety of
new programs, such as Obamacare, without decreasing spending on traditional programs. Excess
spending lifted the economy, but eventually the debt will have to be paid or dealt with by other
means, such as inflation, I0Us (as California did in 2009) or defaults.

U.S. National Debt History: Reagan through Obama
National Debt

$30 -
1 January 2026
Source: U.S. Treasury Direct,
§25 - White House OMB FY2017 Federal $26.9T FY17
Budget Projections President’s
Obama Budget
$20 - Projection
s National Debt
£ 815 1 October 2016
% National Debt Bush 19.7T
i 1 January 1981 . $19.
$10 - $0.9T Bush Clinton
L]
$10.4T Est.
$5 - | Reagan s
4.4T
Sl'GT imwth
17T $1_5T Growth

50 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24 26

Presidents Reagan, Bush Sr. and Clinton’s debt increases were relatively minor, totaling $1.7T, $1.5T
(over 4 years) and $1.6T respectively. During President G.W. Bush’s tenure, the national debt growth
increased to $4.4T. So far in the seventh year of President Obama, national debt skyrocketed to
$9.7T and is expected to reach $10.4T by the time a new president takes office in January 2017.
According to President Obama’s FY2017 Budget, within ten-years the national debt will reach $26.9T
in 2026. Even more troubling is that the yearly interest payment on the debt is projected to increase
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from $240 billion in 2016 to $910 billion in 2026. The FY2026 $910 interest expense is higher than
the projected spending on defense ($771B) and all other non-defense programs ($738B).%*

Since the Great Recession, the U.S. federal government and central bank injected $17 trillion into the
economy in terms of bailouts, buyouts and stimuli as shown. The U.S. Federal Reserve (central bank
that is in charge of the United States monetary policy) injected over $11 trillion. The Fed’s Qualitative
Easing (printing money) programs equated to over S5 trillion. In addition to the other bailout/buyout
actions and stimuli listed, The Fed instituted an unconventional Zero Interest Rate Program (ZIRP)
policy to stimulate the economy. Nominal interest rates encourage people to spend since traditional
saving accounts, certificates of deposits and bonds are less attractive due to low rates of return.
Some countries have even implemented Negative Interest Rate Programs (NIRP) that charge
customers and even banks fees to save (store) money.

U.S. Government Financial Bailouts, Buyouts & Stimuli Since 2008

Total $16.9 Trillion

Federal Reserve 511,213 Treasury $2,910
Primary Credit Discount| $ 111 TARP| 5700
Secondary Credit 1.00 Tax Break for Banks 529
Primary dealer and others| 5 147 Stimulus Package (Bush)| 5168
ABCP Liguidity| 5 146 Stimulus | (Obama)| 5787
AlG Credit| S 60 Treasury Exchange Stabilization S50
Commercial Paper Funding| 5 1,200 Student Loan Purchases S60
Maiden Lane (Bear Steamns)| S 30 Citigroup Bailout Treasury 55
Maiden Lane Il (AIG)| S 23 Bank of America Bailout Treasury 58
Maiden Lane Il (AIG)| 20 Support for Fannie/Freddie|  $400
Term Securities Lending| 5 75 Line of Credit for FDIC| 3500
Term Auction Facility| 5 375 Treasury Commitment to TALF S100
Securities lending overnight| 5 10 Treasury Commitment to PPIP| 5100
Term Asset-Backed Loan Facility| & 1,000 Cash for Clunkers 53
Currency Swaps/Other Assets| $ 606 FDIC 52,478
GSE Debt Furchases| S 200 Public-Frivate Investment (FPIF)| $1,000
GSE Meorigage-Backed Securities| 5 1,250 FDIC Liquidity Guarantees| 51,400
Citigroup Bailout Fed Portion| S 220 Guaranteeing GE Debt 565
Bank of America Bailout| § 87 Citigroup Bailout FDIC Share 510
Commitment to Buy Treasuries | S 300 Bank of America Bailout 53
Quantitative Easing (QE1)| S 1,750 HUD 5306
Quantitative Easing (QE2)| 5 800 Hope for Homeowners (FHA)| 5300
Operation Twist| 667 | Meighborhood Stabilization (FHA) 56
Quantitative Easing (QE3)*| $ 1,440 |* $408/month thru 2015 (36 manths)
Tresury Buying Program | QE4)**| & 885 |*+ 3458/mon for 18 months & 3758 for 2014

Source: Bloomberg, Jobenomics

The Fed’s QE/ZIRP, the U.S. Treasuries’ Troubled Asset Relief Program (TARP) and stimulus efforts,
the Federal Deposit Insurance Corporation’s (FDIC) aid to troubled banks, as well as Housing and
Urban Development (HUD) programs for troubled homeowners accomplished what they were meant
to do—stop the country from sliding back into recession. On the other hand, the U.S. economy

2 White House, Office of Management and Budget, Budget of the Government, FY2017, Tables S-1 and S-4,
https://www.whitehouse.gov/sites/default/files/omb/budget/fy2017/assets/budget.pdf
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became addicted on the stimuli and is much less robust than it was before the recession. Now that
these government programs have come to an end (ZIRP is anticipated to end soon), the weakened
U.S. economy will have to operate under its own steam.

U.S. Debt versus GDP
70
Source: U.5. Federal Reserve Bank
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Government debt equals about one-third of total American debt. Over the last five decades, total
debt (government, business, financial, individual) has grown from a luxury for a few to an addiction to
all. Compared to the current U.S. Gross Domestic Product (GDP is defined as the value of all goods
and services) of $17 trillion?>, U.S. debt has now reached an all-time high of $65 trillion®®. Equally
important is the rate of debt growth compared to GDP growth. Over the last half century, U.S. debt
has grown at a rate 18-times faster than GDP and shows no signs of slowing. The U.S. economy is not
sustainable if Americans continue on their current path of over spending and under producing.
Increased production depends on more business and job creation.

Most economists believe that economic growth depends on job and GDP growth. The ideal rate for
U.S. GDP growth is 2% to 3%. For the United States, a mature economy, sustained GDP growth
significantly over 3% tends to lead to overheating and bubbles. Anything below 2% is considered
sclerotic growth and makes the economy vulnerable to financial downturns. During the post-WWiI|
recovery, U.S. GDP grew at an average rate of 3.5% which created tens of millions of new jobs each
decade.

Real GDP Quarterly Percent Change This Decade

2010 2011 2012 2013 2014 2015 2016
Average Average Average Average Average Average Average
2.7% 1.7% 1.3% 2.7% 2.5% 1.9% 1.7%

Source: Bureau of Economic Analysis 4.6 5
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During the post-recession recovery period from Q1 2010 through Q3 2016, U.S. GDP averaged 2.1%.

> U.S. Bureau of Economic Analysis, Real Gross Domestic Product [GDPC1], retrieved from FRED, Federal Reserve Bank of
St. Louis, 9 July 2016, https://fred.stlouisfed.org/series/GDPC1, July 9, 2016

% Board of Governors of the Federal Reserve System (US), All Sectors; Debt Securities and Loans; Liability, Level [TCMDO],
retrieved from FRED, Federal Reserve Bank of St. Louis, 9 July 2016, https://fred.stlouisfed.org/series/TCMDO,
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In Q1 and Q2 2016, U.S. GDP grew by an abysmal 0.8% and 1.4% respectively. The Bureau of
Economic Analysis (BEA) “advanced” estimate is 2.9% for Q3 2016. Per the BEA, the Q3 2016
“advanced” estimate is based on source data that are incomplete or subject to further revision. The
"second" estimate for Q3 2016, based on more complete data, will be released on November 29,
2016. 2 The Federal Reserve has been continually downgrading Q3 2016 GDP over the last several
months from a high of 3.8% and is currently forecasting Q3 2016 GDP at 2.1%.°® On the current
trajectory 2016 GDP is likely to be around 1.4% (sclerotic growth) assuming no major financial or
major international crises, which is a bold assumption considering today’s turbulent environment.

While GDP growth does not insure employment growth, weak GDP growth discourages business
hiring, consumer spending and labor force expansion. Weak GDP growth also encourages rising
unemployment and voluntary workforce departures. Negative GDP growth creates recessions and
depressions depending on severity. As far as the future, many economists feel that a recession (two
quarters of negative GDP growth) is likely. In January 2016, a Financial Times survey of 51 economists
see a one-in-five chance of U.S. recession in the next 12 months.? In June 2016, J.P. Morgan Chase
economists project a 36% chance of a U.S. recession in 12 months.>® In July 2016, Deutsche bank
estimated a 60% chance of the U.S. entering a recession in the next 12 months.>®  While these
projections are only guesstimates, the theme is relatively consistent that sclerotic growth begets
recessions.

The period of sclerotic GDP growth from 2000, has dramatically impacted the American middle-class
and the U.S. labor force that gained only 14 million workers compared to the loss of 28 million to
unemployment and voluntary departures. To make matters worse, the U.S. population grew by 44
million citizens since year 2000, which places a greater burden on taxpaying workers. For most
American workers, real wages (purchasing power) have not increased for decades and are not
projected to improve anytime soon. America’s aggregate household income has shifted from middle-
come to upper-income households, causing many middle-class workers to leave the workforce
altogether.

To a large degree, foreign investment has kept the U.S. economy recession-free during the slow
growth economic recovery since the Great Recession. The good news for the U.S. economy is that it
is the least ugly economy in the world. The Europe Union is in crisis with its southern member
nations in recession. China has experienced a major slowdown and a large part of the remaining
developing world countries are struggling. Even the oil-rich Middle East is reeling from low oil prices,
insurgencies and terrorism. So until things change, America should continue to be a safe haven for
foreign investment. Unfortunately, things are changing at an ever increasing pace with evermore
unanticipated events often with negative consequences.

" Bureau of Economic Analysis, Gross Domestic Product: Third Quarter 2016 (Advance Estimate), 28 October 2016,
http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm

%8 Federal Reserve Bank of Atlanta, GDPNow Forecast, 27 October 2016,
https://frbatlanta.org/cqer/research/gdpnow/?panel=1

*® Financial Times, Economists see 20% chance of US recession, 31 January 2016, https://www.ft.com/content/da2ed38a-
cb6bd-11e5-b3b1-7b2481276e45

30 MarketWatch, More than one-in-three chance of a recession, J.P. Morgan says, 3 June 2016,
http://www.marketwatch.com/story/more-than-one-in-three-chance-of-a-recession-jp-morgan-says-2016-06-03

31 Fortune, Deutsche Bank Says the U.S. Is Likely Headed for a Recession, 6 July 2016,
http://fortune.com/2016/07/06/deutsche-bank-recession/
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Consequently, the likelihood of a U.S. recession within the future is relatively high. A recession would
not only impact the U.S. economy, but would cause a significant setback, or a U-turn, to recent U.S.
labor force gains as well as the core contingent workforce, which Jobenomics expects to grow to, or
pass its peak level in 2010.

Labor Force Participation. Another way to look at the unemployment situation is via the Labor Force
Participation Rate. The Labor Force Participation Rate is the percentage of working-age persons who
are employed or unemployed but looking for a job in the Civilian Labor Force (Employed and
Unemployed only, excluding Not-in-Labor-Force).

The U.S. labor force participation rate is at a 38-year low largely due to the exodus of working
Americans to the netherworld of the Not-in-Labor-Force. BLS points to retirements among the aging
baby boom generation as a key factor affecting the labor force participation rate. However, baby
boomers (ages 52 to 70 in 2016) have just begun to enter retirement and cannot be held responsible
for the dramatic drop in labor force participation that began twenty years ago. Notwithstanding, in
the future the estimated retirement of 10,000 American baby boomers per day will have a dramatic
impact on lowering labor force participation rates to historic lows unless the United States can
encourage more Americans to workfare over welfare.

Labor Force Participation Rate
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Source: BLS LN511300000
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U.S. labor force participation suffered a serious decline from a high of 67.3% in January 2000 to 62.9%
today—a net 6.5% decline from peak and a low that has not occurred since April 1978. Today’s labor
force participation rate would be much lower if not for working women who did not participate in the
U.S. labor force in 1978 to the extent that they do today. The primary reason for the dramatic drop in
the labor force participation rate is largely due to those that simply have quit looking for work and
are now categorized as Not-in-Labor-Force. As stated, at age 66 baby boomers began retiring in mass
in 2012 and will continue to do so until 2030. If the BLS is correct about baby boomer retirement as a
key factor on downward labor force participation rates, the participation rate may erode to lows not
seen since the end of WWII. Based on the graph above, the 5-decade post WWII period of labor force
participation growth has succumbed to a prolonged post 20" Century period of decline.

The American workforce is getting grayer due to an aging population and lower replenishment rates
(births). The median age of the labor force was 37.7 in 1994, 40.3 in 2004, 41.9 in 2014, and is
projected to be 42.4 in 2024. At the same time, the overall labor force participation rate is projected
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to decrease to 60.9% in 2024.%? Jobenomics believes that this is an optimistic projection d