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ECONOMISTS REGARD unemployment as a “lagging indicator” because its ups and downs are a reaction to changes in the gross domestic product (GDP). But to laymen, the unemployment rate is the most important indicator of what’s happening in the economy right now. 

Job losses since the recession officially began, in December 2007, reached 6.7 million in July and the official U.S. unemployment rate is 9.4 percent. Counting “underemployed” and part-time workers, the true unemployment rate is a staggering 16.3 percent, just off a 68-year high of 16.5 percent in June. 

Things are even worse in Rhode Island, where unemployment stood at 12.2 percent in June, and only slightly better in Massachusetts, where the June jobless rate was 8.7 percent. 

While the reduction in the national rate comes as a pleasant surprise, unemployment remains the nation’s most serious problem and many still expect the official rate to reach double digits this year. It’s critical that we put Americans back to work; doing so will require more than just another predictable stimulus package. 

When the Roosevelt administration, in 1943, began planning for postwar America, it recognized that some 16 million veterans returning from World War II would swamp private-sector job markets, producing unemployment of Great Depression proportions that was likely to lead to social unrest. 

So the administration temporarily removed a significant percentage of returning veterans from the job market by paying them decent salaries to attend college or trade school at government expense for up to four years. The basic salary level was adjusted upward if the veteran was married, and adjusted further if he and his wife had children. 

Today, a similar education program could be an important step toward putting Americans back to work. Sending qualified unemployed workers to trade school or to pursue an undergraduate degree would enrich both their prospects and the nation’s long-term competitiveness. 

But without skin in the game, some might just view higher education as a place to land for a few years. To ensure that beneficiaries value the opportunity, government could pay half the cost of tuition and make loans available to cover the other half. 

Locally, the program would carry the additional benefit of driving demand for the colleges and universities that are a cornerstone of the state and regional economy. 

The current flood of unemployed workers exerts a severe drag on the economy. Families struggling to make ends meet on unemployment consume less. Since consumer spending accounts for some 70 percent of GDP, this enforced diet further reduces economic activity and hamstrings recovery. 

Economists often tout the multiplier effect — positive ripples felt throughout the economy as a result of spending. Unemployment causes this effect to operate in reverse. 

The human impact of unemployment and underemployment can be even worse. Greatly reduced family incomes lead to high home mortgage foreclosure rates that destabilize entire neighborhoods. Spouses who would prefer to focus on raising children are forced to return to the workforce, and the shortage of affordable day care can impose burdens on children that they’re not ready to handle. Families break up at an alarming rate. 

A significant number of people may never be able to re-start their former careers. Forced to settle for whatever dead-end jobs are available, they and their families are permanently removed from America’s middle class, the nation’s economic backbone. 

The G.I. Bill, which became law in 1944, wasn’t just another New Deal welfare program, but a major investment in the future productivity of soldiers who had given so much to the nation. It provided taxpayers with an impressive return by producing the generation of well-educated professionals and technicians needed to meet a burgeoning demand for skilled workers during the postwar economic boom of the late 1940s and early 1950s. 

Today, investing in human capital would have a far greater return than repaving roads and other projects that are the centerpiece of the current stimulus bill. They may create jobs quickly, but their long-term impact is negligible. 

In the past, America’s government has developed creative answers to large-scale economic problems. Investing in education could be the centerpiece of a modern-day solution that could again pay handsome dividends for individual workers and the nation as a whole. 
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