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The Bureau of Labor Statistics September household survey indicated that joblessness has 

fallen to 5.9 percent, raising the question as to when it might drop lower, say to 4.9 percent.  

To address that question we turn to the BLS historical statistics on the labor force that it 

has been compiling since the early 1940s. That database indicates that there have been only 

two periods when the jobless rate climbed to 10 percent or higher: 1982-83 and 2009.  

In September 1982 the rate of unemployment rose to 10.1 percent and remained above 10.0 

percent in each of the following months until July 1983. In 2009 the unemployment rate 

rose to 10.0 percent in October, falling below double digits in November.  

In the first case, it took 60 months to reach the 5.9 percent jobless milepost in September 

1987. In the second case, it took 59 months to reach that milepost last month. The first 

lesson is this -- it takes a very long time for the labor market to recover from a deep 

recession.  

Supply-side economics was the principal fiscal tool employed in the 1980s to spur economic 

recovery. In the Great Recession it was a combination of Keynesian economics and a very 

heavy dose of monetary intervention on the part of the Federal Reserve to hold down 

interest rates and buy toxic assets from the private financial institutions. 

Both recessions resulted in huge increases in the federal deficit, and in the case of the Great 

Recession a Federal Reserve balance sheet that is bulging with security holdings of dubious 

value. 

The second lesson is that in the absence of supply-side economics in the 1980s and 

Keynesian economics in the late 2000s, joblessness arguably would have been even higher. 

Alternatively, given the time that it took in both instances to get to 5.9 percent, the 

effectiveness of both supply-side economics and Keynesian economics may not be all that 

their staunchest supporters claim.  

Nagging questions remain. In a severe recession do we need an even more robust federal 

intervention in the form of supply-side economics or Keynesian economics? Or less?   
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Has the U.S. economy become so large and so complex that fixing it requires critical 

decision-making on the part of a small group of public economic specialists who know best 

where and how much fiscal and monetary intervention is necessary? Or is it better to let 

the fundamental self-correcting forces of the market as represented in the decision-making 

of millions of private economic agents in product, financial, and resource (including labor) 

markets? Hands on? Hands off? 

To return to our original question, we observe that the BLS monthly data on the rate of 

unemployment reveal how difficult it can be to reduce the jobless rate from 5.9 percent to 

4.9 percent. Due to another recession in the early 1990s, one that wasn’t nearly as severe as 

the recession ten years earlier, it took until May1997 to reach the 4.9 percent milepost. 

That’s 115 months or 9-10 years. Furthermore, as indicated by the BLS database, the 

jobless rate was above 4.9 percent every month between January 1974 and July 1997.  

The third lesson is that the labor market responds quickly to the onset of a recession 

because employers act swiftly to re-align production and employment to declining sales in 

order to protect their profits. In sharp contrast, in a recovery they act cautiously before 

boosting production and employment in response to improving sales for fear that better 

sales may be short-lived.  

From the vantage point of today’s labor market, we can only speculate as to how long it 

might take in the future to reach the 4.9 percent milepost. Our best guess is that joblessness 

could drop to 4.9 percent or below sometime after the presidential election in 2016. The 

historical record suggests that it may be many months or even years after the election.    
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