28 percent of the labor force and is widely said to have been the most
damaged by corporate downsizing,

From “Jobs: The (Woe Is) Me Generation,” by
James K. Glassman, Washington Pest, March

19, 1998.

K\—}/‘\ hy, suddenly, is there such an uproar over job security? Un-
5 employment has dropped from 7.7 percent to 5.5 percent

since 1992, workers keeps their jobs as long as they ever did, and

many companies (including AT&T) are surprisingly generous with

the employees they lay off.

Yes, some workers are cruelly treated...and some companies are
greedy and stupid. That’s hardly news, yet politicians and journalists
are in a lather. Why? I've been puzzling over this mystery for weeks,
and I may have the answer: The baby-boom generation is turning
50. That's the age at which an individual’s earnings generally start
heading down. The New York Times, Newsweek, Bill Clinton and Par
Buchanan, Dick Gephardt and all the rest are worried about shaky
jobs because aging Baby Boomers are worried....

‘We Baby Boomers have acted as though we were the first people
ever to suffer pangs of moral conscience, to fall in love, to buy houses,
to have children, to work long hours. Now Boomers are worried
about being replaced by folks who are younger, quicker and
smarter.... The problem is com-
pounded because self-centered
Baby Boomers occupy lofty po-
sitions in the press and govern-
ment. The Me Generation has
become the Woe Is Me Genera-
tion, eager to tell its solipsistic
story. Never mind the facts or
the context.

... While many Baby Boom-
ers do indeed face losing their jobs,
so did their parents. In the aggregate, middle-aged
workers today are staying at their jobs as long as those of generations
past—by some accounts, longer. A recent study found that in 1991
(the most recent statistics), men aged 45 to 54 had been in their cur-
rent jobs an average of 12.2 years. That’s up from 11.0 years in 1978
and 8.8 years in 1966. Tenure for women in this age group has in-
creased as well. It was 7.3 years in 1991, compared with 5.9 years in
1978 and 5.7 years in 1966....

[During] the late 1950s to the early 1960s, the layoff rate in man-
ufacturing was never lower than 2 percent a month, reports the Bu-
reau of Labor Statistics. Maybe we didn’t know it, but our dads had a
rough time keeping their jobs when they were our age.

Which brings us to AT&T, the new symbol of corporate ruthless-
ness after it announced January 2 that it would lay off 40,000 work-
ers. Actually, AT&T seems to be treating its departing employees
well—better. .. than the federal government, which i in the process
of shedding 272,000 workers by 1999. (In one breath, Clinton brags
about government downsizing; in the next, he complains about the
corporate downsizing, But that’s another story.)

White-collar AT&T managers get a lump sum of five to 35 weeks’
salary (depending on age and tenure with the company). AT&T adds
another 20 percent to that lump sum, plus $10,000, which can be

used to relocate, get retrained, or buy computer equipment to start a
new business. AT&T continues to pay health benefits for a full year
for departing employees who have been with the company for more
than five years.

A typical manager (42 years old, 16 years of service, making
$55,000 a year) gets a package worth $30,000 (plus regular pen-
sion).... Blue-collar workers do even better. A clerical employee (44
years old, 18 years of service, making $644 a week) gets a package
worth $64,000.

So, stop whining, Baby Boomers. You're getting older, bur...you
still have the opportunity to get better.

From *Good Times, Bad Vibes,” by Herisert
Stelin, Wall Street Journal, March 14, 1€96.

In 1995, 4.8 percent of men age 20 and older were unem-
I ployed. In the previous 20 years the average had been lower
than that only three times, and then not by much. The propor-
tion of the civilian population over the age of 16 holding jobs in
1995 was higher than in any year but one in history. The highly
publicized layoffs by large corporations were a tiny fraction of the
labor force and a small fraction of the number of people who en-
ter or leave employment each year.

New York Times story of March 5, 1996

B1g Holes Where the Dignity Used to Be

By RICK BRAGG
LOS ANGELES — To the beg-
gars downtown that autumn day,
every wing-tipped stride of James
E. Sharlow seemed to resonate
with prosperity. His suit was

beginning of a new one.

“l believe in the American
dream,” he said, with a resistance
that is part pride, part hope, part

all want the layoff to be only a |-
ripple in their old life, not the :

boardroom gray, his tie was red THE geell}zavle I feel it fading. T stil
fr‘:lt‘;ﬁ:yis(%:ari;sgg g;s;: s?gl;e:: DOWNSIZING So while the layoff has eroded |.

to him with a sad story and an OF AMERICA his dreams of retirement and sto-

N T T

xcuse me, sir,” he said, “but ) ,

U S| are 35? I've got a feast, greatly changed the look of

-~ I haven't wcg)rked I" the F‘armly, their lives. Mr. Sharlow always

ne.”’ The Good Life Lost  saved, and over the years put

away about $300,000. Now every
three months he dips into the mon-
ut 810,000 to pay bills and the mort-

sxperl- ey for

. small but

-style house, with 8 :

And yet we are s
swamped with reports that American workers feel terribly insecure,
especially about their jobs.... I don’t doubt that the feeling of insec-
urity exists. What is less clear is that the feeling is very serious.

Concern with insecurity ought to be evident in real behavior.
When people became seriously concerned about their health they re-
duced their smoking and drinking. When people became seriously
concerned about crime, they locked their doors, installed security sys-
tems and watched where they walked. If people were seriously con-
cerned about their economic condition one might expect them to
save more, but they don. One would expect men to continue work-
ing into their older years to accumulate more financial reserves, but
instead they retire at earlier ages. If families were seriously concerned
about the economic future of their children, they would turn off the
television and make the children study, but they dont. So, I am un-
sure about how deep or pervasive the feeling of insecurity is.. ..

One explanation commonly offered for the feeling of insecurity is
that the risk of becoming unemployed has now spread to people
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who did not expect to have that risk, meaning mainly white-
collar and professional workers. But the available statistical evi-
dence does not support that belief.... The unemployment rates
of white-collar workers rose during the recession of the early
1990s, but they remain less than half as high as for blue-collar
workers. Anyway, it is not clear why there should be more na-
tional concern over the unemployment of white-collar workers
than over that of blue-collar workers....

The public discussion of job insecurity suffers from failure to
understand the nature of the employment relationship. The rela-
tionship between an employer and an employee entails a number
of risks. There is a risk that the employee may not like his work
or that he may see better opportunities elsewhere. There is a risk
that the employer may not like the employee or that having in-
vested in training and equipping the worker there may be
changes in demand or in technology that will make the value of
the worker’s product less than was initially expected. The risks
will be divided between the employer and the employee, and the
way they are divided will af-
fect the rate of pay.

... The employer may agree
to guarantee employment for a
stipulated period, but he will
not be willing to pay the em-
ployee as much as he would if he
were free to discharge him when
employing him became unprof-
itable. Some unions, for exam-
ple, bargain for job security in
their contracts. Job security is a
condition of the contract that
has to be traded off against other
conditions, and workers have dec1ded
that they wanted that more than higher pay.... Perhaps both workers
and employers would find it beneficial in some cases to enter into
longer-term employment contracts than are now the rule in the
U.S.... Buritis by no means clear that workers in general would gain,
in their lifetime incomes, by arrangements that reduced their risks of
unemployment.

This may seem too hardhearted and “economistic” a way to look
at the situation. Because they are dealing with human beings, not
machines, most employers do not discharge a worker the moment
that would maximize profits. Some people would say that employers
have a social responsibility to commit themselves to providing more
assured employment. But would this social responsibility extend to
paying workers as much as they would get without that commit-
ment?... And would consumers have a social responsibility to buy as
much product if the commitment entailed higher prices? And who
would have a social responsibility to the people who did not get em-
ployed in the first place because employing them would have en-
tailed too large a commitment?

The social responsibility approach draws us into a thicket from
which escape is not easy. And the problem is not made any easier
by the suggestion now being floated around that tax benefits be
given to corporations that act responsibly as defined by someone
(perhaps the Secretary of Labor).

To search for ways to improve the conditions of employment
is desirable. But before changes are made we should try to con-

By LOUIS UCHITELLE

OR years, Americans have been toid
to place their hopes for a better
standard of iving in the huge invest-

10 make the nation more efficlent and pm-
ductive. And now there is a growing &c
knowledgment smong economists and oth
or6 that this strategy has not worked,

What this means, if that conclusion in fact
solidifies as a brond consensus, is that many
of the layotis might have been in vain, After
nearly 2§ years.of only mincr increases in
‘what ecanotnists call
hope of an ecanomy vigorous enough to
raise just about everyone's incame level is
still just a hope.,

Without rising productivity, an economy
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sider all their implications—not just the ones that first come to
mind and to the headlines.

From “Far From Doomsday,” by James K. Glass-
mamn, Washington Post, March 5, 1996.

Robert Reich, the secretary of labor, calls working Americans
the “anxious class.” But anxiety—a nagging, shapeless worry
about the future—has always been part of the human condition, as
Freud pointed out long ago....

While anxiety is something we can live with, hysteria is some-
thing we can't. And hysteria is rapidly becoming the order of the day
in politics and journalism when the subject turns to the economy.
The latest manifestation is a seven-part extravaganza on “The
Downsizing of America,” now running in the New York Times....

Our gross domestic product has increased 3 percent annually since
the shallow 1990-91 recession, while Japan is mired in stagnation.

New York Times story of May 12, 1996

We're Leaner Meaner and Gomg Nowhere Faster

U S. ;ob growth in 1994 was the hlghest ina decade, and mﬂanon is
lower than in any other five-year period since the early 1960s. Still, in
a recent speech, Sen. Edward Kennedy says we're in a “quiet depres-
sion” and that “a storm is coming.” Things are so bad that Pat
Buchanan wants to wall the nation off against competitors....

Big and clumsy, AT&T shrinks, but the future may be else-
where. Employment at MCI Communications has grown from
12,000 in 1985 to 48,000 today; Sprint, from 27,000 to
52,000.... Consultants at WEFA Group predict that the new
telecommunications deregulation bill alone will add 3.4 million
jobs to the U.S. economy in the next 10 years.

But the 7Zimes favors other figures. The authors write: “Roughly
50 percent more people, about 3 million, are affected by layoffs each
year than the 2 million victims of violent crimes.” Layoffs, in this
subtle comparison, equal violence.

...A recent issue of The Economist notes that Baby Boomers, far
from being worse off than their parents at the same age, have infla-
tion-adjusted incomes that are 50 percent higher. As for inequality:
Sure, it exists, but as Madison affirmed in Federalist 10, there’s noth-
ing wrong with different people earning different amounts of money
or having different degrees of wealth, as long there is a good chance
for everyone else to rise. And, as study after study shows, there is.

... The problem with hysteria is that it could lead to damaging so-
lutions. One popular theme, promoted by Reich and Kennedy, with
encouragement from President Clinton, is to reward “good” corpo-
rations and punish “bad” ones. Kennedy would offer a lower corpo-
rate tax rate (30 percent, rather than 34 percent) to what he calls
Most Favored Companies—those “avoiding layoffs designed simply
to mazimize profits, paying adequate wages, sharing gains, training
and upgrading skills, and providing health care and retirement bene-
fits.” Minority leader Richard Gephardt would not allow the
government to buy anything from “bad” firms.

Just one question: Is AT&T “bad” because it is laying off 40,000
employees, or “good” because it has sharply lowered the cost of mak-
ing long-distance calls, contributed about $2 billion a year to the
Treasury in taxes, invested billions more in buying equipment from



U.S. suppliers, and made 2.3 million shareholders more economi-
cally secure in their old age?

This is not to say that the economy does not produce anxiety and
pain. But relief won’t come from turning corporations into social ser-
vice agencies and then regulating the hell out of them.

...Forget about eliminating anxiety. Let’s just concentrate
on hysteria.

From “Deownsizing for Growth,” by Rebert J.
Samuelson, MNewsweelk, March 25, 1988.

he hysteria over downsizing—whipped up in part by Labor

Secretary Robert Reich and a massive series in the New York
Times—is just that.... In some respects, downsizing may improve
the economy.

It seems counterintuitive. We are uneasy with the possibility that
what’s bad for individual workers and firms—job insecurity, bank-
ruptcy—may be good for society. But this may be, and the argument
is not simply that downsizing enables some companies to survive.
The notion is broader: it is that the anxieties and uncertainties that
unsettle people may make them more prudent and productive in
ways that strengthen and stabilize the economy.

Though little noted, the present economic expansion recently
became the third longest since World War II. It has Jasted almost
five years and is exceeded only by the expansions of the 1960s (106
months, from February 1961 to December 1969) and of the 1980s
(92 months, from November 1982 to July 1990). But in some
ways, it is superior to these because it hasn’t yet spawned higher in-
flation. Since 1990, inflation has dropped from 6.1 to 2.5 percent.
By contrast, it rose in the 1960s, from 1.4 percent in 1960 to 6.2
percent in 1969.

The 1960s boom is often viewed nostalgically as a “golden age,”
when it actually set the stage for the most turbulent and least produc-
tive economic period since 1945. The severity of the two worst post-
war recessions. ..stemmed directly from double-digit inflation (12.3
percent in 1974 and 13.3 percent in 1979). And the global competi-
tiveness of many U.S. industries eroded; between 1971 and 1980, for
instance, car imports rose from 15 to 27 percent of U.S. sales.

We are much better off today in most respects. What happened?
The answer, I think, is that there has been a profound shift in eco-
nomic ideas, which, though improving the economy, offends Reich
and the 7imes. From the 1960s to the early 1980s, government offi-
cials and corporate managers consciously strove to. . .eliminate reces-
sions and enhance job security.... “Responsible” companies
promised, implicitly or explicitly, lifetime jobs.

The experiment failed. The concerted pursuit of.. .total job secu-
rity and economic stability gave us higher unemployment as well as
higher inflation. In the 1980s, economic ideas changed. The Federal
Reserve moved ruthlessly against inflation.... Meanwhile, compa-
nies grew less concerned with saving jobs and focused more on rais-
ing market share and profits.

The result is that, since then, average unemployment has
dropped, the one subsequent recession in 1990-91 was fairly mild
(peak monthly unemployment—7.8 percent), and industrial com-
petitiveness has advanced.. .. We finally recognized that the promises
of economic stability and job security were self-defeating....

None of this means that there won't be future recessions (there

will), that all downsizing is justified (it isn’t), or that some workers
don’t suffer terribly (they do). But in a market economy, job loss
is unavoidable, and the social harm may be muted if layoffs are
spread out and not concentrated—as in the past—in slumps or
periods of industry crisis. Fired workers can be rehired more
quickly in a growing economy. The Zimes visits Dayton, Ohio,
where “everything, seemingly, is in upheaval,” in part because
NCR (absorbed into AT8T) is downsizing. Belatedly, we learn that
the county unemployment rate is only 4.8 percent. Contrast that
with Flint, Michigan, in the early 1980s, when auto layoffs sent
the jobless rate to 20 percent.

What's missing in this debate (and the Zimes series) is a sense of
how jobs are created. Companies hire workers to make a profit;
workers take jobs to make a living, If profitable hiring becomes too
hard, firms won't do it; if being unemployed becomes too easy, peo-
ple won't look for jobs. Europeans increasingly admire our flexibility,
because their system—though outwardly more compassionate—sti-
fles job creation. They have more generous jobless benefits, steeper
payroll taxes (to pay for the benefits), more restrictions on firing, and
higher unemployment. In Germany, the jobless rate is 10.3 percent
and headed up.

What Europe teaches is that societies can't outlaw job insec-
urity, but they can inadvertently outlaw job creation. The Times
ignores Europe’s experience, and our own recent experiment with
economic security....

From “Capitalism Under Siege,” by Rebert J.
Samuelson, Newsweelk, May 6, 1998

t can be said of capitalism what Winston Churchill once said of
-democracy—it is the worst possible system, except for all the oth-
ers. We might ponder this now, while commentators are denouncing
American capitalism. Increasingly, they find it heartless....

Ask this: What can we expect from our economy? Probably most
Americans would answer (a) jobs, (b) rising incomes, and (c) secu-
rity. By these measures, our system does fairly well. Consider. Be-
tween 1985 and 1995, it created 18 million jobs. Living standards?
They're slowly rising. Between 1979 and 1989, at least 75 percent of
households had income gains, concludes a study by economist
Richard Burkhauser of Syracuse University. (As Burkhauser argues,
income comparisons need to match similar spots in the business cy-
cle to avoid the distortions of uneven unemployment. Both 1979
and 1989 were business-cycle “peaks.”)

Economic security—or rather the lack of it—is the latest criti-
cism of capitalism.... American economic anxieties are now said to
be exceptionally high. Not so. Polls do not “support the premise that
the public is ‘scared as hell,” write Frank Newport and Lydia Saad of
the Gallup Organization. In March, 49 percent of Americans rated
themselves better off financially than a year earlier; that rating is as
high as any since 1976.

American capitalism is a structure of rewards and disciplines
whose effects need to be judged in their totality. The same freedom
that allows errors and excess also encourages new products and effi-
ciencies. The virtues and vices cannot be entirely disentangled,
though critics often suppose they can.
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hat is worrying A
cans today is no
much financial disco(‘)
tent as social worries.
On that point the polls leave
little doubt. This is true not
only in personal attitudes bur also
in politics. There is evidence that when voters
make their political decisions these days, they lean less on economic
criteria than they used to. What is broken in our society, most
Americans now recognize, is not the economy. It is our culture.

The worst of the cultural wreckage was done between 1965
and 1980. Over those 15 years, the U.S. violent crime rate tripled.
Drug use exploded during the same period, peaking in around
1980. Illegitimate births as a percentage of all births increased 139
percent from 1965 to '80, and another 60 percent since. Single-
parent families as a percentage of all families nearly doubled from
’65 to ’80, and rose about 50 percent more since then. These un-
happy trends resulted from a plummeting marriage rate and a soar-
ing divorce rate. Since 1980, marriage and divorce rates have
plateaued at their new, troubling levels. The percentage of children
on AEDC rose from 4 percent in 1965 to 12 percent in 1980, and
has increased little since. Annual abortions reached 1.6 million in
1980, a bit higher than today’s level. Average combined SAT scores
fell from 969 in 1965 to 890 in 1980—and then essentially held
steady. Church membership declined from 64 percent of the pop-
ulation in 1965 to 59 percent in 1980—about today’s level.

ot all these changes are unalloyedly for the worse. A wider
range of students may be taking SATs, some people are better
off divorced, and so on. But on balance, these changes are not
what the Americans of 1965 would have chosen. And their
net impact has been powerfully harmful. The social collapse ush-
ered in by the 1960s generation has caused far more insecurity
than the much-lamented economic trends of the 1980s and *90s.
The decline in American culture cannot be attributed to
governmental neglect. Quite the contrary: Federal non-defense
spending increased from 11 percent of Gross Domestic Product in
1969 to as high as 18 percent in the 1970s, before settling at 17
percent today. If anything, our overlarge and undercompetent

THE AMERICAN ENTERPRISE

ations of markets, three ideas have driven U.S.
tural decline. All three were espoused by liber-
als at the leading edge of the Baby Boom. And

beginning in the mid-1960s all three rapidly
‘ gained a stronghold in important parts of our

society. More recently, there has been a reaction against
these ideas—which may be bringing the beginnings of a reversal
of our decline.

The first key 1960s idea is liberation from established
norms, The second is a preference for ambiguity over clarity. The
third is a sense of entitlement to desired economic and personal
outcomes. Let’s take them one at a time, beginning with the taste
for “liberation.”

Americans of the 1940s and "50s believed in big govern-
ment, big business, big labor, a big military, and big cultural insti-
tutions. From the advent of the New Deal, they lived with thick
rules and regulations, bureaucracies and hierarchies. Big Institu-
tion America worked well enough in weathering the Depression,
winning a world war, and building postwar prosperity. But, as
William Strauss and Neal Howe describe in their book Genera-
tions, the Baby Boomers chafed at the conformism and “organiza-
tion man” mentality that marked their parents’ generation.

But the Boomers didn't just throw out the social structures
of their parents. They also rejected their parents’ moral codes and
mores—the cultural rules that had made America a successful,
disciplined nation with high growth rates, large families, and little
crime. Where their elders deferred to authority and revered ex-
perts, Boomers rebelled. They set out to create what Daniel
Yankelovich called “new rules” for the conduct of human affairs—
with limited success. Big government continued to grow. Big la-
bor shrivelled for reasons of its own. But the Boomer rebellion
was hugely influential in reshaping the culture. In the 1970s,
Strauss and Howe note, the G.I. generation that had grown up in
Depression, won a cataclysmic war, and brought postwar America
to world leadership suddenly ceded moral leadership and control
of the country’s values-setting institutions (like universities, the
news media, the entertainment industry) to their children the
Boomers—the earliest abdication of generational leadership in
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