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Moderately Positive News on the Economy
 
Michael Mussa finds the latest job numbers, along with upward revisions from the previous two months, show that 
moderate US growth is under way.

Transcript of interview recorded November 4, 2011. © Peterson Institute for International Economics.

Steve Weisman: Anemic job and economic growth, stubborn high employment. The latest numbers out 
on November 4 are another depressing sign. Mike Mussa, senior fellow at the Peterson 
Institute for International Economics, is there any good news?

Mike Mussa: Oh, I think so. I wouldn’t describe it actually as depressing at this stage. We’re getting 
moderate growth out of the US Economy. The GDP numbers for the third quarter estimate 
2.5 percent annualized growth, which is about enough to hold the unemployment rate 
steady, which is what we’ve been observing. The employment and unemployment data 
released today are consistent with that. The headline number on jobs created in October, 
80,000, was a little disappointing, but past ones were revised upward and the household 
survey, which is generally less reliable, showed almost a million jobs increase in employment 
over the past three months versus a third that amount from the establishment survey. So, I 
would say that on balance those numbers are more positive than we’ve been seeing for some 
time. Now, interestingly, the Federal Reserve just downgraded their forecast when they met 
earlier this week. But that’s part because they hadn’t adjusted the forecast in a number of 
months, so they were still looking at essentially what was expected early in the year. 

Steve Weisman: They weren’t aware of these new numbers?

Mike Mussa: They were aware of the GDP numbers, but not the employment numbers.

Steve Weisman: Why do these revisions occur? Why can’t they get it right the first time? 

Mike Mussa: Actually, the household numbers are not revised very much, except that they change the 
seasonal adjustment factors every year. They re-estimate what they are. The establishment 
survey – they survey a number of individual firms, and then estimate for those that are 
not surveyed. Some of the survey responses come in late, so they have to adjust in light of 
information that came in about September, but was not available the last time that they 
looked at the September number. 

Steve Weisman: Unemployment, which is politically the big number in a presidential election season, dropped 
to only 9 percent. What are the prospects of it getting significantly below 9 percent?

Mike Mussa: Well, “significantly” means down to 8 percent. We’re not yet seeing evidence of a pace 
of economic growth that would help to produce that result, and 8 percent would still be 
quite high by historical standards. So, the unemployment situation still overall is fairly 
discouraging. We’re down a percentage point from the peak in October of 2009, but we’ve 
not been making much progress over the past year.

Steve Weisman: What about 8.5 percent next year?
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Mike Mussa: I think that if we’re at 9 now, half a percentage point over the next year is certainly 
something that’s possible. And the recent GDP results don’t exactly imply that yet, but 
certainly they would not be inconsistent with that. We’d need something like 3 percent 
growth to work the unemployment rate down to 8.5 percent or a little lower; in order to 
get it down to below 8, I think we’d need something closer to 4 percent growth and there’s 
little evidence of that yet.

Steve Weisman: How do you assess the main drags now on growth? The housing situation, the effects of the 
debt crisis in Europe, other factors? 

Mike Mussa: Little evidence that the debt crisis in Europe has yet had a meaningful effect on the US 
economy, as opposed to US businesses operating in Europe, where I think they have been 
feeling some impact already. I think more impact will be coming. Home building in particular 
has remained very depressed, in contrast to the normal tendency for it to recover fairly 
strongly, and has just been effectively dead flat since it bottomed out in the middle of 2009. 
The most recent numbers have been a modest uptick, but there’s nothing yet to say that we’re 
getting evidence that that sector of the economy is picking up. We really do need to get some 
meaningful upward motion out of that in order to kick the growth rate of the economy up 
from the 2.5 percent range to the 3.5 percent range. As I say, it’s not yet clear we’re getting that. 

Steve Weisman: Public policy. The jobs bill has been sliced and diced. But Congress still doesn’t want to 
swallow it. By the time any pieces of it get passed, even including the extenders that we’ve 
discussed, will that have any impact?

Mike Mussa: Well, yes. In particular, if the extenders were not passed, then there would be a negative 
impact on demand growth next year. That needs to get done, I would say, before the end 
of the year. Probably as part of whatever comes out of the super committee, they should be 
addressing that issue. As far as other elements are concerned, expanding the payroll tax cuts 
to employers and so forth, I think that’s more doubtful of passage. Infrastructure spending, 
the bill that was proposed, died in the Senate  earlier this week. My guess is we may get a 
little bit more there, but not a great deal. But that type of spending doesn’t tend to have all 
that powerful a near-term effect on the economy. They also wanted to increase employment 
by state and local governments. We lost about 300,000 jobs in that area over the course of 
the past year. They want to re-employ those people. That’s probably not going to happen, 
though they may get something. 

Steve Weisman: What about the deficit reduction package generally? Is it important to achieve that as a 
signal to the economy, to businesses?

Mike Mussa: I think it’s useful. It’s unlikely that the deficit reduction package, the additional one that will 
be reached, will have much of an actual impact on government spending or government 
revenues before 2013. Just as the earlier deal on the debt limit, there are very modest effects 
in 2012, and then they build after that. And any new deal, I think, is going to be very back-
loaded in terms on what the direct impacts are. Now, it would be a boost to confidence, 
presumably, if they could reach a significant agreement. I would not say that expectations are 
particularly high at the present moment, so, disappointment may not be that bitter.

Steve Weisman: Thank you, Mike.

Mike Mussa: You’re welcome.
 


