A FJG would guarantee crowd out by providing benefits that business will never be able to match
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I gather from my last post that people want me to say more about why a jobs guarantee program is absurd. I've written about this before (here, here, and here), and my main point in that post was really just to be clear about how ridiculous I thought the program was. But if readers want more they can have it. The jobs guarantees that are being proposed out there have two purposes: end involuntary unemployment and ending low wages. This is really important because some defenders of jobs guarantees simply focusing on their role in providing jobs for people who truly struggle to find work even in a healthy labor market, and for those who lose them for cyclical reasons. But the jobs guarantee proposals in both rhetoric and policy details are clear: these polices are meant to guarantee everyone a good job. In the CBPP proposal the authors list as one of the 3 main recommendations of their report "The elimination of poverty wages through the pay structure of the NIEC". Their goal is to create a floor in the labor market below which private employers will not go: "Since the job guarantee places a floor in the labor market, employers will likely have to offer compensation packages at least as desirable as those offered under the NIEC" In case there is any confusion, the authors don't mince words, warning readers that "Make no mistake, this is a policy to transform the U.S. labor market". And they're right! They recommend a minimum wage of $24,600 which they translate to a minimum hourly wage of $11.83. At a first pass, private employers simply won't be able to offer less than this if they want to hire anyone. But they also argue for inclusion of health benefits, and since this is a guaranteed job you presumably can't easily be fired from, it also includes the best job security you can get. What's more, that's just the minimum wage in this program, and they expect the average worker will make $32,500, which translates to a minimum hourly wage of $15,60. And that's just the average, not the peak! Despite these generous benefits, they estimate this program will only require hiring about 10 million workers, all of whom are currently unemployed. While they admit "the job guarantee may result in the displacement of some workers currently employed in the private sector, especially at the low end of the labor market", they minimize this risk by pointing to the minimum wage literature. As such, their cost estimates don't assume any crowd out of private employers. Does that sound reasonable to you? They believe their program will prompt tens of millions of employers to raise wages, but this won't cause any disemployment or crowd out at private employers. By their own estimate, their program "may result in a comparable change within the labor market" as a $15 minimum wage, which affects 41 million workers. To believe there would be no crowd out despite this massive change requires the assumption every low wage worker in this country has productivity high enough to justify a good paying job, but employers aren't paying it now. Usually, liberal commentators are quick to tell us how bad low wage jobs are in the U.S. not just by pay but by working conditions. Wage theft, unpredictable hours, abusive bosses, tenuous employment at will, lack of opportunities for advancement are all allegedly widespread features of the low-skilled labor market. Are we to believe that workers will not abandon these jobs in droves for guaranteed government employment with benefits, or that employers will change overnight? I think these criticisms of working conditions are often overblown, but at the very least you can certainly easily be fired from a private sector job and turnover is quite high, making a guaranteed job clearly nicer in that important regard. And yes, many low-skilled jobs are far from pleasant. The idea employers would and could universally raise wages, offer full benefits, and upgrade job quality to prevent crowd out strikes me as absurd. For many advocates I think this risk isn't worth worrying about because it's not much of a risk to them. If the job guarantee ends up with 20, 30, or 40 million instead of the 10 million they expect than that's not really a problem because massively expanding the size of government isn't really a big deal. But it would be. The first problem is you lose the output those workers were producing. In that sense, their production is nationalized quite like when the government takes over an industry, except in this case they are taking over the labor instead of the capital. What's more, when employers of low skilled workers go out of business this will also harm the high skilled workers they employ. The second problem is what this will do to the size of government. Right now there are about 21 million federal, state, and local government workers in the U.S. By the authors' calculations, the 10 million more jobs would increase government employment by a whopping 50%. If only 10 million private sector jobs are crowded out it would double the size of government. We are going to put to work 50% to 100% more government workers than we already do, and we should expect that the bill will approximately double as well. This brings me to the issue of what all of these people will do. It's alleged that there is a ton of work for government workers to do that isn't being done. Here is my challenge to the people who claim this: first have all the police officers, teachers, and other public sector workers who are allowed to retire at age 55 do this work instead of retiring. If the work is too strenuous for a 55 to 65 year old, then I'm going to question how realistic it is to guarantee that literally anyone can do it. If you say is impossible given political constraints from the power of government employees, then perhaps this is a reason to worry about drastically expanding the scope of government employment. When it comes to what work these people will do, read Matt Bruenig's criticisms of the alleged work that people in this program will do. Matt deserves praise for doing what I argued that more liberals should be doing: criticizing the absurdity of this program instead of trying to hold up a very watered down version of it that doesn't actually do what advocates and now politicians are actually proposing. It's not crazy for the government to want to improve job quality widely. It is crazy to say you are going to do that by the government directly offering everyone a good job. Tweak the program all you want, trying to make every job a good job via this mechanism is going to per se be a radical and massive undertaking and a bad idea. Policies should focus on subsidizing private employment of low-skilled workers and the government spending money on boosting wages directly. Honestly the idea is so bad I find the fact that we have to actually debate it far more interesting than actually debating it. It's a bad sign about the state of ideas on the left today.
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