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Past Economic Performance: 2009-2012
In order to understand where we are heading, it is important to understand where exactly we have
been in the past few years. As the Spanish philosopher George Santayana once said, those who do not
learn from history are doomed to repeat it. In this report I will provide you with numerous government
data tables and reports with online links, this way you will have a large grasp of where our economy has
been and where it will be. The sources included in this report can be found online, so that way you as a
business owner do not have to take me at my word – you can fact check this report and see that it is
completely factual. Let us begin:

The Historical Perspective: What our leaders did from 2008 - 2012
In 2008, in order to help cure and save the crashing economy, both congress and the Bush administration
acted in passing both the $152 billion Economic Stimulus Act of 2008 and the $300 billion Housing
Recovery Act of 2008. These would later be known as the Bush Stimuli. Congress and President Bush also
passed the $700 Billion Troubled Assist Relief Program (TARP), which bailed out numerous failing
financial and automotive institutions, all in the hopes to prevent a potential economic depression. The
outcome was lack-luster, as the economy continued to shrink and unemployment continued to climb into
2009.
In 2008 the Democrat Party won the Senate and kept the House creating a super majority, while
President Obama won the U.S. Presidential Election. The Obama administration and congress both
expanded the TARP bailouts, which first originated under the Bush administration. With no opposition in
congress, President Obama led the effort to pass his very own Stimulus package. The Obama stimulus
(H.R. 1 of the 111th Congress’s 1st Session) cost the nation $800 Billion dollars, and focused on
infrastructure and select government spending on “special” interest groups throughout the economy.
According to the Obama administration’s former chief economic adviser, Jared Bernstein, the Obama
stimulus was to keep unemployment below 8% and help the economy grow, leading to a 5.6%
unemployment rate in 2012. Along with the $800 Billion Obama Stimulus, congress and the president
also both passed the $3 Billion Cash for Clunkers Program in hopes of further helping to restart the
economy. Congress and the Obama administration also bought most of, and bailed out a few companies
like General Motors, essentially nationalizing them to an extent (Obama even appointed GM’s new CEO).
Along with these actions, Obama and congress also passed Obama-care which is set to take effect in 2014.
All of these actions were taken in 2009 to help save and cure the crashing American economy.
In 2010 congress and the Obama administration extended the current tax rates which were set by the
Jobs and Growth Tax Reconciliation Act of 2003 (The Bush Tax Cuts), in order to keep the economy afloat
and to prevent a potential double-dip recession. That same year, the Republicans won the House of
Representatives and almost won the Senate but came short. Since then there has been no action on the
economy from our leaders, besides debt limit increases. The GOP House has proposed numerous bills, all
which have died in the Democrat Senate. The Democrat Senate itself has passed no budget or economic
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plan since 2010. President Obama himself proposed a new Jobs Plan in 2011, but it was shot down by the
GOP House. President Obama also created a Debt Committee/Debt Summit which came up with several
plans to reduce the Deficit and Debt. One plan was the bipartisan Simpson-Bowles Plan and the other was
the Ryan Plan, which was the only plan to deal with entitlement spending. The Obama administration did
not heed any of his own commission’s advice; in short, the Obama administration did not take any action.
Today there is a presidential election going on, and both sides are doing nothing. There are plans to yet
again increase the debt limit at the end of 2012, but both sides have publically stated they will wait until
after the elections to take any action.

Deficits and Debt: 2006 - 2012
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The past four years have been years of fiscal
insanity, due to a lack of fiscal discipline, the
shrinking economy, and a belief in the old
and flawed beliefs of Keynesian Economic
Theory (Developed in the 1930s). In 2011
we saw the first U.S. Credit Downgrade in
American History at the hands of the S&P,
due to our fiscal irresponsibility. We were
lowered from a “AAA” rating to an “AA”
rating. Just recently, in September of 2012,
we received a second downgrade from
another agency.
Federal Deficits
From 2008 to 2009, we saw a major
increase in the Federal Deficit. An almost
210% increase in deficit spending occurred,
due to the massive increase in federal
outlays (spending) due to the Obama
administration’s stimulus programs and the
shrinking economy which shrunk tax
revenues. The $1.412 Trillion dollar deficit
was and is the largest deficit in American
history, which reached 10% of GDP. It was
also the first Trillion dollar deficit in
American history. Sadly, the past 4 years
have been plagued with trillion dollar
deficits, all due to Government baseline
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Dollars in Billions
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budgeting, increasing interest rates to the
government’s debtors, and expanding
government programs like entitlement
programs, including the many programs
passed in 2009; the deficits since 2010
have not been because of drastically new
amounts of spending.
All these deficits, or borrowed money, have
led to the past four years adding more than
$6 Trillion dollars to our nation debt; A
spending rate greater and faster than the
previous administration. From 2001 to
2008, close to $5 Trillion dollars was added
to the national debt. However since 2009
till today, we have added more than $6
Trillion dollars to our nation debt, allowing
it to reach $16 Trillion just recently in
August.
This is incredibly shocking, especially
when you compare the national debt to our
Gross Domestic Product or GDP. The GDP is
basically a measurement of the worth of
our economy; our national debt is worth
several billion dollars more than our GDP.
This is unacceptable and is a potential
danger to our economic security in the
future.

The national debt and deficits have contributed to our stagnant economy by hampering investor and
business confidence. The credit downgrades even hurt 401Ks nationwide and some people lost tons of
money because of them. This debt has also helped lowered confidence in the dollar, which has helped
Gold and Silver have astonishing increases in their values.
Sources for Debt and Deficits Section:
1.

2.
3.

Graph 1 & 2 “Federal Deficit: 2006-2012 in Billions” and “Revenues and Outlays: 2006-2012 in Billions” CBO Historical Tables
http://cbo.gov/publication/42911 and the CBO Budget Update and Economic Outlook 2012-2013
http://cbo.gov/sites/default/files/cbofiles/attachments/08-22-2012-Update_to_Outlook.pdf
Graph 3 “Debt Added Under Bush and Obama in Billions” U.S. Debt Clock.org and U.S. Treasury http://usdebtclock.org/
Graph 4 “GDP to Debt Ratio in Billions” BEA (Bureau of Economic Analysis) GDP Data Table
http://bea.gov/newsreleases/national/gdp/2012/pdf/gdp2q12_2nd.pdf
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Unemployment Rate 2006 – 2012
One measure of an economy’s health is
based on whether or not the economy is at
what economists call Full Employment. Full
Employment is when a worker/consumer
can find a full-time job, with no hassle, if he
or she wants a full-time job. Generally
speaking, Full Employment in America has
traditionally been around 4%. From 2006
to early 2008, the economy was at full
employment. That is until the Great
Recession hit. Since 2008, we’ve hovered
above 8% unemployment, even hitting a
height of 10% unemployment in 2009.
Now the most popular employment index
in America is the one we see on the news. It
is an index which only counts the people
who are looking for work, actively, and
those who also apply for unemployment
benefits. Let’s break down the numbers and
look at them in detail.
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Sources for Graphs:
1.
2.

Graph 1 “Unemployment Rate 2006 – 2012” BLS Historical Data Table
http://data.bls.gov/timeseries/LNS14000000
Graph 2 “Unemployment By Race: March 2012 – August 2012” BLS Tables A3 and A-2 Civilian Employment Status by Race
http://www.bls.gov/news.release/empsit.t03.htm
http://www.bls.gov/news.release/empsit.t02.htm

Obviously for 4 years we have been
hovering above 8% unemployment. But if
we were to look at separate races, we can
see that Blacks and Hispanics have been
disproportionately hurt by the Great
Recession. Even just recently, from March
to August, we can see minorities have
unemployment rates above the national
average.
Hispanic unemployment in August was at
10.2% and Black unemployment was at
14.1%, all while the national average was at
8.1%. Unemployment has recently fallen,
according to this index, in August. Good
news? Well you have to actually read the
BLS (Bureau of Labor Statistics) Report in
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unemployment rate went down in August.
According to the report, which was released
on September 7th on the BLS website, there
were jobs created in the economy but a lot
more people actually dropped out of the
labor force. More people stopped looking
for work, thus this decreased the pool of
those counted in the most common
unemployment index thus decreasing the
unemployment rate.
On the left, series LNS11300000 graph
shows the Labor Force Participation Rate
from 2006 till August 2012. Since 2009
Labor Force Participation has dropped like
a rock, to historical lows not seen since
1980. If you were to count every adult
without a job, including those who have
stopped looking for work, you would be
looking at the U-6 Real Unemployment
Index (On the bottom left). This shows us
that Real Unemployment is about 15%
nation-wide, which is a historical high since
the 80s. Ironically this index shows
unemployment sky-rocketing in 2009 and
hovering above 14% for 3 years.

Sources for Graphs:
1.

2.

Graph 1"Series LNS113000000 Unemployment 2006-2012” BLS
Data Series L NS11300000
http://data.bls.gov/timeseries/LNS11300000/
Graph 2 “Series LNU03327709 U-6 Unemployment” BLS Data Series
LNU03327709 http://data.bls.gov/timeseries/LNU03327709

So why has unemployment and labor
participation been so lack luster in the past
4 years? It’s actually very simple; the
Obama and Bush Stimuli have failed. Added
debt, added regulations like Dodd-Frank,
and future tax-hikes and
unfair/unpredictable laws from Obamacare have caused businesses and investors
to lose all confidence. Instead of hiring
more workers, investing and expanding,
businesses are holding back because the
current environment is unfriendly to them.
People have also given up looking for work.
PRHCCPC |

5

Economic Outlook: 2012-2014

[PUERTO RICAN HISPANIC CHAMBER OF COMMERCE OF POLK COUNTY]

Consumer Income and Poverty Stats
Another measure of an economy’s health is the wages of an economy’s citizens and that rate and number
of citizens in poverty. According to the Census’s most recent Consumer Income and Poverty Report,
released in September 2012, the Average Median Household Income in America has fallen for 4 straight
years since 2008. In 2008 the average household income was at $55,000, dollars – it is now at $50,034
dollars. As shown in the unemployment figures, minorities are also hit the hardest according to this
report’s figures. We can also see since 2008, poverty has sky-rocketed to historical highs not seen since
1981. Today a record number of people are in poverty; 46.2 million people are in poverty today (15% of
the population). What does this all mean? The state of the economy is not good, and looking at the trend,
we’re not headed in the right direction. We need to change course.
Source:
“The Consumer Income,
Poverty, and Health
Insurance Coverage Report
of 2012.” Census.gov
http://www.census.gov/pro
d/2012pubs/p60-243.pdf
Graphs can be found on
pages 5 and 13.
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GDP Growth
The Gross Domestic Product,
or GDP, is another great
measurement of the economy.
It measures the market value
of all finished goods in an
economy, thus giving us the
value and productive prowess
of any economy being
measured. Many economists
place heavy importance on the
GDP, even though it is not the
final say on the health of an
economy and its people.
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Looking at GDP growth from 2008 to 2012, by quarter, we can see that our economy has been stagnant
for several years. Typically healthy GDP growth is around 3% to 4%. But in the past 4 years all we have
seen is an average of 2% growth, while 4% growth is only common during holiday seasons in the 4th
quarter. Why is GDP growth so stagnant? It’s incredibly simple: the Obama and Bush Stimuli have failed.
Added debt, added regulations like Dodd-Frank, and future tax-hikes and unfair/unpredictable laws from
Obama-care have caused businesses and investors to lose all confidence. Instead of hiring more workers,
investing and expanding, businesses are now holding back because the current environment is unfriendly
to them. People and businesses are also saving more than they spend, due to poor economic conditions
and low confidence. On a global level, we are not competitive due to unfair and unpredictable laws, the
highest corporate tax rate on earth, increased regulations, and we have a debt crisis. This all leads us to
have a very lack-luster GDP and economy.
Source for Graph:
1.

BEA (Bureau of Economic Analysis) GDP Data Table http://bea.gov/newsreleases/national/gdp/2012/pdf/gdp2q12_2nd.pdf

Stocks: The DOW Jones Industrial Average
While stocks are not the final answer, the DOW does show
us some hope as after 4 years we have almost regained all of
our losses in the DOW. The same goes for the S&P 500.
However the trend seems to be that of a slow recovery for
Wall Street. The chart to the left can be found on Yahoo
Finances, in their stocks section.
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The Overall Shape of the Economy Today: Conclusion
The economy today on many important measures like income, poverty, GDP, and unemployment is
stagnant and in some aspects getting worse as we speak. The DOW Jones and the S&P 500 seem to be
slowly recovering in a healthy manner, but that is mainly due to the Federal Reserve’s third round of
Quantative Easing or QE (More money printing by the Fed). Inflation is actually low, for now, but gas
prices themselves have skyrocketed again. The fiscal state of the country is on an unsustainable course,
which is nothing but a dead-weight holding back our economic recovery. So overall, I come to the
conclusion that the overall state of the economy is poor. Are we better off since 2008? In some respects
we are better off since 2008 and in some bigger ways we are worse off. So to sum it all up, we need to
change course.

Economic Outlook 2013-2014: IF Bush Tax Cuts Expire
Back in 2010 we faced a critical issue with regards to tax rates. Back in 2010 the Bush tax cuts were
scheduled to expire the night after December 31st. The resulting tax hike from having the tax rates expire
could’ve started a double-dip recession in the middle of an economy which had 9% unemployment,
falling wages, increasing poverty, and stagnant GDP growth. Luckily for us congress and the president
acted and extended the tax rates. However now we are facing the same issue. Congress and the Obama
administration only extended the tax rates until January 1st 2013. Accompanying these tax hikes, are
automatic spending cuts on defense and domestic spending. This time, the Obama administration does
not want to compromise and extend the tax rates. This is one reason why businesses and investors have
done little in the past year; they see a storm coming and they’re not willing to take risks knowing a storm
is about to arrive.
According to the Congressional Budget Office (CBO), if the tax rates expire and the economy experiences a
tax hike, we could see unemployment go back up to 9.1% in January-February of 2013. However the
deficit, according to the CBO, could shrink to $641 Billion dollars. This is where the CBO makes its
mistake; tax revenue is relative to economic growth – that’s basic economic tax theory 101. If the tax
hikes contract the economy, they will not help lower the deficits, they will actually help balloon them. The
tax base would shrink because there would be less people working, investing, and spending while
businesses, people, and capital would be leaving the country. Tax evasion would also increase and more
people would apply for government help, so outlays would also increase.
If congress and the president do not extend the current tax rates, which were set back in 2003 by the
Bush administration and the old congress, I predict that unemployment will be above 9.2% in March of
2013 and the deficit for 2013 would stay above $900 Billion. The defense and domestic spending cuts
would also cause many military and government workers to be unemployed. Wages will continue to
decrease and poverty will also continue to increase.
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According to economists Peter Schiff and Nouriel Roubini, two of the few economists to have predicted
2008, the U.S. fiscal crisis could cause hyperinflation or a treasury crisis in 2013-2014 which would make
2008 look like the golden days. Would you want to bet against these two economists? Many did in 2008
and paid for it dearly. Both cite the cause of their separate, different, but similar economic
forecasts/predictions to be the U.S. debt and deficit problem. I personally agree; so I predict that if we do
not reverse our fiscal course soon, we could see a debt crisis which will lead to hyperinflation and a
government bankruptcy similar to Greece’s situation in 2014 or 2015. Except, there will be no one out
there to bail America out.
CBO Report regarding the tax hikes and spending cuts can be read at: http://cbo.gov/publication/43539

Economic Outlook 2013-2014: IF Bush Tax Cuts Extended
If the Bush tax cuts are extended, or the current rates extended, we will see unemployment in 2013 hover
around 7% and 6% assuming no extra economic policies are pursued. The deficit might even lower below
$900 Billion. However the threat of a debt crisis in late 2013 and early 2014 still looms (As I stated
earlier). In 2014 however, when Obama-care fully takes effect, we will see unemployment increase back
to 8% levels due to the tax hikes involved in the new entitlement program. The deficit will increase
because of the cost of Obama-care and the temporary shock it will give to the economy (Tax hikes on
businesses and citizens who choose not to buy insurance, new regulations, 15 million people added to the
system without adding one doctor will also cause economic problems, and taxes placed on new medical
equipment and systems.). Wages will not go up, poverty will stay up, and if we do not change course we
will have a fiscal crisis around 2014 which will be exacerbated by the initiation of Obama-care.
So now you have a picture of what I believe can and will happen if things continue on the same course.
Now it is up to you; you can urge your political leaders to change course, vote for different political
leaders this November, or you can prepare to make the best of the situation if you believe the economy
will not go down the route I have described. If you feel there is nothing anyone can do, at least now you
have a view into the future which can help you prepare.
If you have any questions or are interested in my personal opinions, please feel free to email me at
albertorodriguez2020@yahoo.com
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