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July Jobs Report Isn’t as Hot as the Weather
By Rea S. Hederman, Jr., and James Sherk

For the fifth month in a row, July's Bureau of
Labor Statistics jobs report, released today, falls
short on job growth. Even worse, it reports the first
increase in the unemployment rate since Novem-
ber 2005. July's tepid jobs numbers provide new
evidence that the economy has cooled from the
rapid growth of the first quarter. However, the July
report also shows solid employment and economic
growth over the past year. The American economy
is strong despite this lackluster news on employ-
ment. Now is the time for Congress to take con-
crete steps to encourage growth by liberalizing
energy policies and to reject burdening the econ-
omy with a higher minimum wage.

Employment Remains Solid
In July, private companies increased employ-

ment by 113,000 people, which was slightly below
expectations. New jobs did not keep up with labor
force growth, and this caused the unemployment
rate to creep up from 4.6 to 4.8 percent. Last
month, employees worked the same number of
hours, 33.9 a week, as they did in June. 

While the July jobs report was not as strong as
anticipated, the economy and the employment situ-
ation are still in good shape. The unemployment rate
has fallen over the course of the past year from 5.0
percent in July 2005 to 4.8 percent in July 2006.
With 2006 halfway through, the average employ-
ment rate for the year could be the lowest since
2000. Payroll growth has averaged 140,000 jobs per
month for 2006, an impressive performance.

Moreover, earnings have kept up with inflation.
Average hourly earnings rose 0.4 percent in July,
after a gain of 2.1 percent in the first two quarters of
the year, while the consumer price index rose 2.3
percent in the first two quarters. The growth of ben-
efits paid to employees has slowed, however. Bene-
fits rose only 1.3 percent in the first two quarters. 

Time for a Better Energy Policy
Given indications of economic cooling, Congress

should pass legislation that supports economic
growth and avoid policies that would weaken the
economy. 

The nation’s energy policy is one area of oppor-
tunity. Energy prices have increased steadily over
the past several years, with oil prices almost tri-
pling. Higher energy prices raise businesses' costs
and can slow business expansion. Consumers feel
the impact not just at the gas pump but also when
they purchase goods that cost more due to higher
energy costs. 

With growing instability in many oil-producing
regions around the globe, it is more important than
ever before that the U.S. have stable and affordable
long-term energy supplies. Congress can take action
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to reduce energy costs by encouraging the develop-
ment of new oil refineries and the development of
America's own oil and natural gas reserves. If Con-
gress had acted with greater foresight in opening
the country's reserves, the economy would not be
so vulnerable to price shocks in global energy mar-
kets today.

Over the next several years, energy demand is
expected to increase by 1 percent annually. Open-
ing America's oil and gas reserves would help to
meet this increased demand. To that end, the Deep
Oceans Energy Resource Act of 2006 (DOER)
would help to fulfill the nation's long-term energy
needs. DOER would let states to decide whether to
allow drilling off their coasts or not. With higher
energy prices slowing the economy, Congress
should take common-sense steps to increase Amer-
ica’s energy supply1. 

Minimum Wage Threat
While Congress should improve the country's

energy policy, there are areas where inaction remains
the prudent course. Now is not the time for Con-
gress to adopt legislation that would slow down the
economy and job growth. Unfortunately, Members
of the House of Representatives did not consider this
when they voted to raise the minimum wage by over
40 percent. Higher minimum wages may seem like
an effective way to raise the earnings of low-income
Americans, but in fact they damage unskilled
worker’s long-term job prospects.

Most minimum wage jobs are entry-level posi-
tions filled by low-skilled workers with limited job

experience. These workers earn low wages because
they are not very productive. With time on the job
they gain experience and learn skills that improve
productivity, and this higher productivity allows
them to command higher wages. Two-thirds of all
minimum wage workers earn a raise within a year.2

When the minimum wage rises, however, many
firms find that hiring low-skilled workers makes
little sense. Why hire a worker with no experience
for $7.25 per hour if a worker with more experi-
ence will take the job for the same wage? And no
firm will ever hire a worker for $7.25 per hour if
that worker adds only $6.00 per hour to the busi-
ness's income. Raising the minimum wage raises
the bottom rung of the career ladder out of reach of
many low-skilled workers.

Conclusion
While the economy has cooled slightly in the

second quarter, it remains robust and growing.
GDP grew by 4 percent in the first six months of the
year, well above the average growth rate of the last
30 years. Congress should be wary of tinkering
with the economy by raising the minimum wage.
On the other hand, Congress should take steps to
liberalize energy policy and thus encourage eco-
nomic growth and job creation. 
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