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The long-time former 
business partner 
of notorious Ponzi 
schemer Doug Vaughan 

has agreed to pay up in U.S. 
Bankruptcy Court as clawback 
actions continue 
to pile up in 
the Vaughan 
Company 
Realtors 
bankruptcy 
case.

James C. 
Salazar, who 
had a 15 percent 
ownership 
stake in the 
now-defunct 
company, will 
pay $70,000 to settle a clawback 
without going to trial. Filed in 
March 2011 by court-appointed 
trustee Judith Wagner, the 
clawback originally sought 
a maximum of $286,680 from 

Vaughan 
partner
resolves
clawback
$70K settles original
demand of $286K

See EX-VAUGHAN on PAGE 3

SALAZAR: 
Avoids going 
to trial

Mexican and U.S. presidential 
elections are both sharing some very 
bizarre missteps. 
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The law of the land 
says that the 
United States must 
strive, always, 

to achieve a 4 percent 
unemployment rate. 

The country has almost 
never reached 4 percent 
unemployment since the 
Humphrey Hawkins Act 
was passed in 1978, and 
today’s economic crisis 
could signal significant 
structural changes to the 
job market that will keep 
unemployment high for 
years to come. 

At normal labor 
participation rates, about 
6.8 million more jobs need 
to be created to reach 4 
percent unemployment, 
assuming the workforce 
doesn’t grow.

However, the workforce 
is growing, thanks to 

demographic changes and 
migration. About 150,000 
new jobs are required 
every month to keep up 
with the growth in the 
working population.

The economy added 
200,000 jobs in December 
and 243,000 in January, 
according to the Bureau of 
Labor Statistics.

The latest BLS report 
says the national 
unemployment rate is 8.3 
percent, but that number, 
as the BLS acknowledges, 
understates how bad 
the nation’s jobs picture 
is. Unemployment rates 
are based on surveys of 
workers and include only 
those people who are 
actively looking for work.

If labor participation 
in December, when the 
unemployment rate was 
8.6 percent, had matched 
the long-term norm, the 
unemployment rate would 

Job-loss data 
understates 
deeper woes
Unemployment rates today mask 
structural changes in society

See JOB-LOSS on PAGE 6
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Kristen Brice, facing camera, a Sitel recruitment specialist, talks to a 
job seeker during a job fair at the Albuquerque Marriott Pyramid North in 
Albuquerque last August.
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have been 11.4 percent.
New Mexico’s 

unemployment rate was 
6.6 percent in December. 
January’s numbers are not 
yet available. Unemployment 
in the state was 5.1 percent 
in January 2009, reached 8.1 
percent in January 2010, and 
was at its worst during this 
economic cycle in January 
2011 when it reached 8.7 
percent.

‘Marginally attached’
Nationally, there were 2.5 

million people described as 
“marginally attached to the 
labor force” in the year-end 
BLS jobs report who are 
not counted as unemployed 
because they hadn’t looked 
for work in the previous four 
weeks. Almost a million of 
those are called discouraged 
workers because they have 
stopped looking for work. 
Another 8.1 million people 
worked only part-time in 
the survey period not out 
of choice but because they 
couldn’t find full-time work 
or because their work hours 
were cut back.

Recent studies by Carmen 
Reinhart and Kenneth Rogoff 
show that recessions caused 
by financial crises, like 
the one that hit the United 
States in 2008, are generally 
deeper and much longer than 
normal recessions. 

In that context, is there any 
hope of achieving a 4 percent 
unemployment rate?

The country’s 
unemployment rate reached 
4 percent or less in only 
11 months since 1978, 
according to the federal 
Bureau of Labor Statistics. 
Unemployment reached 4 
percent in December 1999 
and bounced between 4.1 
percent and 3.9 percent 
through December 2000.

The average unemployment 
rate from 1950 through 2010 
was 5.9 percent.

The Humphrey Hawkins 
Act, named for its two 
sponsors, demands 4 percent 
because at the time it was 
enacted the sponsors’ 
advisers thought that rate 
would result in an acceptable 
trade-off with an inflation 
rate of about 3 percent. The 
idea of an employment-
inflation trade-off was 
based on the work of British 
economist A.W.H. Phillips. 
Economists no longer think 
that trade-off is so simple. 

However, the 2000 inflation 
rate averaged 3.4 percent.

Government 
involvement

The language of the 
Humphrey Hawkins 
Act makes it clear that 
Congress believed getting 
to a 4 percent rate would 
require active government 
involvement in the economy. 
The law says that while the 
government needed to rely 
to the extent possible on “the 
resources and ingenuity 
of the private sector of the 
economy,” government 
needed to set “explicit 
short-term and medium-
term economic goals” and 
implement employment 
policies to supplement 
normal monetary and fiscal 
policies, including policies 
“to reduce structural 
unemployment within 
regional areas and among 
particular labor force 
groups.”

Economist James K. 

Galbraith, who as a House 
Banking Committee staff 
member helped write 
Humphrey Hawkins, 
wrote last year in Boston 
Review that the only lasting 
effect of the law has been 
to require the Federal 
Reserve chairman to report 
to Congress regularly on 
the employment situation. 
“None of (the law’s 
provisions) amounts to a 
full-employment policy,” 
Galbraith wrote. “Not 
even close. No part of the 
government acted as though 
the mandates mattered.”

Gerry Bradley, an 
economist and research 
director for New Mexico 
Voices for Children, says 
normal business cycles 
can be counted upon to 
bring jobs back but that 
full employment is attained 
through policies that support 
wages, which have been 
under pressure for some 
time. According to IHS, an 
economic forecasting firm, 

wages declined from 59 
percent of gross domestic 
product in 2000 to 54 percent 
last year.

The BLS says December’s 
labor force participation 
rate — the portion of the 
labor pool that is working or 
trying to get work — was 64 
percent. The long term rate 
is almost 66 percent. 

Bradley said that when the 
economy starts to improve 
the unemployment rate could 
worsen. 

“As the labor market firms 
up, usually what happens is 
the unemployment rate stays 
the same or even goes up a 
little bit as people come back 
into labor market when they 
see there’s hope,” Bradley 
said. 

High demand for jobs
“We’re finding people 

coming out of woodwork to 
work at Santa Teresa (since it 
was announced Union Pacific 
would build a $400 million 
rail yard there),” Bradley 
said. “As the labor market 
firms up people will come out 
of the woodwork.”

Most economists are 
predicting slow but steady 
growth in the nation’s gross 
domestic product over 
the next two years. The 
Congressional Budget Office 
forecasts an unemployment 
rate of more than 8 percent 
for the next two years. 

As a matter of arithmetic, 
a 4 percent unemployment 
rate could be achieved even 
if the American economy 
never performs any better, 
but it would require, given 
the size of today’s labor pool, 
that about 25 million people 
become marginally attached 
to the workforce, a 10-fold 
increase from December’s 
number. Short of the collapse 
of Western civilization as we 
know it, that seems unlikely.

There are signs 
employment prospects are 
improving.

n Employers hired more 
people last September than 
in any month since May of 
2010.

n November hiring was up 
3 percent from October.

n The number of available 
jobs has increased 30 percent 
since the recession ended in 
June 2009. 

n The economy has added 
more than 100,000 jobs 
six months in a row, the 
longest such period in five 
years. New applications for 
unemployment benefits are 
down.

Other reasons  
to worry

There are also many other 
reasons to be concerned. 
In the early 1980s, the last 
time unemployment went 
over 10 percent, the average 
unemployed worker was 
without a job for 22 weeks. 
The average length of 
joblessness this time is 41 
weeks.

Nigel Gault of IHS said in 
Albuquerque in January that 
it is possible almost 3 million 
of the nation’s 13.1 million 
unemployed workers will 
never find a real job again 
largely because the economy 
no longer needs the skills 
they have to offer.

Bradley said that achieving 
full employment involves 
choosing winners and losers.

“It’s not a Democrat or a 
Republican issue,” he said. 
“It’s a question of what class 
would be hurt or helped. A 
policy of full employment 
means rising wages. 
Maybe that’s not entirely 
comfortable for employers. 
With a policy of full 
employment, you probably 

Job-loss data understates deeper woes

See AMERICAN on PAGE 7

from PAGE 1

THE ASSOCIATED PRESS

A job applicant receives advice on his résumé while attending 
a job fair in Southfield, Mich., last August.

THE ASSOCIATED PRESS

People wait in line to enter a December job fair in the Pacific 
Northwest. 
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have some movement upward 
in price levels. That’s good 
for borrowers and not so 
good for lenders.”

Robert Pollin of the 
University of Massachusetts 
has written on policies 
he thinks lead to full 

employment.
He recommends 

channeling public and 
private investment into 
industries that “efficiently 
generate an abundance of 
good domestic jobs.” His 
economic models show an 
investment in education 
creates 29 jobs per $1 million 

in spending, investments 
in clean energy create 17 
jobs per $1 million, and 
investments in the military 
create 12 jobs per $1 million. 

Galbraith would create an 
infrastructure bank to help 
“rebuild the country to meet 
our energy needs and cope 
with climate change” and 

create agencies to meet the 
needs of the country’s aging 
population. 

The millions of older 
workers who are likely never 
to get jobs should be given 
early retirement packages in 
the form of Social Security 
and Medicare benefits at age 
62, he said. Galbraith argues 

the policy would clear away 
workers standing in the way 
of younger workers’ own job 
prospects and would turn 
jobless older workers into a 
source of demand for other 
people’s labor. 

The Associated Press contributed 
to this story.
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The New Mexico Tax 
Research Institute 
reported that as 
of last week it was 

tracking 75 tax-related 
bills introduced in this 
30-day session, more than 
double the number of tax 
bills introduced last year 
in a 60-day session. If there 
is a philosophy behind 
this interest in taxation 
it is that New Mexico can 
bring construction and 
manufacturing jobs back 
and attract new business 
to the state if it can find the 
right way to tweak its tax 
code. Business groups like 
the Association of Commerce 
and Industry and the Greater 
Albuquerque Chamber of 
Commerce embrace the 
philosophy and argue that 
tax cuts will create jobs.

Bill Jordan, the veteran 
lobbyist for New Mexico 
Voices for Children, says 
that history tells a different 
story. The Legislature in 
2003, at the urging of Bill 
Richardson, cut the top 
personal income tax rate 
from 8.2 percent to 4.9 
percent, and the rate of 
capital gains taxation was 
cut in half. 

“We are now in a 
structural deficit of more 
than half a billion dollars,” 
Jordan said in an interview. 
“And where are the jobs? 
Policy makers now seem to 
be racing to make that same 
mistake. They want to give 
away more revenue at a time 
when we can least afford it 
with the promise it is going 
to create jobs.”

“There are a lot of tax 
studies out there that have 
us all over the place (in 
rankings against other 
states),” Jordan said. “Most 
have us in the middle of 
the pack. There are lots of 
studies out there about child 
well-being. Does anybody 
doubt New Mexico is always 
at the bottom of those 

studies? No. We know New 
Mexico kids are near the 
bottom when compared with 
other states. (Child welfare) 
is not a priority. You have 
one study (produced by Ernst 
& Young) that shows New 
Mexico is last in business 
friendliness and everybody 
hits the panic button and 
introduces 75 tax bills.”

Tax changes proposed 
by Gov. Susana Martinez 
could lower business taxes 
by an estimated $55 million. 
“The tax cuts the governor 
is talking about would cover 
every uninsured child in 
state. We could go from near 
last to first (in the nation), 
but that’s not on the policy 
makers’ priority list. Nor 
is ending the waiting list 
for child care. Nor is fully 
funding education.”

States can create jobs with 
“a stronger, more educated 
work force, with better state 
infrastructure, so a company 
that is moving here knows it 
can hire good workers, it can 
get its products in and out 
of the state, that employees’ 
children are going to be safe 
and well educated when 
they go to our public school 
system.”

Voices for Children isn’t 
intransigent about lowering 
taxes, Jordan said. “In 
another day with a better 
revenue outlook there are 
some tax cuts we’d certainly 
support. With revenue 
tight and $700 million in 
(spending) cuts over the last 

few years, our position is 
this is no time to be spending 
money on tax cuts. We’re 
generally opposing all of 
them on that principle.”

“Our tax system is very 
regressive,” Jordan said. 
“Any changes that make us 
more competitive or promote 
economic development 
really need to be balanced 
by increasing taxes on the 
wealthiest folks. For us there 
are two primary factors: is 
revenue adequate and do we 
collect it in a way that’s fair? 
Because of the high rate of 
poverty in the state, fairness 
in tax policy is important to 
us.”

We’ve all seen studies that 
show how tax cuts lead to 
more jobs and others that 
show there is no jobs effect 
at all. These conflicting 
answers aren’t necessarily a 
flaw in the studies or in the 
motives of those who produce 
them. It is testament to the 
simple fact that it is hard to 
know why a company created 

a new job in a specific 
location and why another 
company did not.

New Mexico employment 
growth quickened after the 
Richardson tax cuts, for 
example, from a pace of a 
little more than 1 percent 
annual growth from 2001 
through 2003 to a pace of 2.34 
percent from 2004 to 2005 and 
3.7 percent from 2005 to 2006 
before slowing again to 1.79 
percent from 2006 to 2007. 
During this same period 
oil prices were climbing, 
the real estate bubble was 
forming and, until 2005, the 
Federal Reserve System was 
holding interest rates down. 

My analysis of the 
latest Tax Foundation 
study ranking states by 
the weight of their tax 
burdens shows the average 
unemployment rate of the 10 
least burdensome states is 
about the same as the rate 
of the 10 most burdensome 
states. New Mexico, ranked 
38th for its tax burden, has 

a 6.6 percent unemployment 
rate, better than six of the 
10 states with the lowest tax 
burdens. 

We know from companies 
that have decided not to move 
to New Mexico that for some 
of them some aspects of our 
taxation are deal killers. 
We also know that the right 
incentives can overcome 
those objections, though with 
some cost, in the short run 
at least, to the state treasury. 
We know that tax policy is 
helpless against the damage 
caused by financial panics 
and exploding real estate 
bubbles and that when times 
are at their toughest demand 
for social services is at its 
highest and least affordable. 
And that is about all we 
know for sure about the link 
between taxes and jobs.

All of this means that the 
Legislature needs to cut 
taxes not with an axe but 
with a scalpel.

Tax bills proliferate, but to what end?
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The state Legislature is facing a barrage of tax-related bills this 30-day session.

American jobs a casualty of recession, recovery
from PAGE 7


