
T
oday, the politicians’ code word is ‘jobs’. It’s all they
talk about. One cannot deny the word’s political
impact, particularly if one is unemployed or

underemployed, or looking with trepidation towards an
uncertain future. 

To most individuals, it means finding an employer who
will pay decent wages for full-time work with regular
hours. For corporations, it means finding employees who
will carry out specific duties accurately, reliably and
cheaply.

It’s a great political word. It means what listeners want
it to mean: to individuals, the promise of sufficient money
to support a family; for corporations, the promise of
profits from the work done.

Both governments and investors claim to create jobs,
and both take credit for what they did. And it is difficult, if
not impossible, to confirm that jobs were actually created:
what jobs, for whom, and where? It’s easy for them to
make promises, and hard to hold them to account. 

Our governments now insist that it’s the private sector
that must create the jobs, and the role of government is to
encourage and maybe subsidize the employer. But it’s
governments themselves that face the greatest demand for
their goods and services, and are in the position to most
quickly create new employment. Governments could take
advantage of the current economic uncertainty to resume
their vital role in ensuring citizens’ security and quality of
life.

Who Provides The ‘Cheapest’ Jobs
Most of the argument around how jobs are created
revolves around the relative roles of government and
private enterprise, arguing over who should get the money
that the government has taxed, borrowed, or created in
order to stimulate employment. Conservative economic
doctrine (also adopted by the BCLiberals) says that jobs
are best created by the private sector, not the government.

However, figures from Canada’s federal Finance

Department, published in the government’s ‘Economic
Action Plan’, don’t necessarily support this theory. They
compare the relative impacts of government stimulus
money fed into the national economy in various ways,
assuming the national average of 11,032 jobs per billion
dollars of GDP.

1. Direct employment support to the unemployed and
low-income: this isn’t really employment (but it could be),
and it doesn’t carry with it any indirect jobs, but it does
assume that virtually all the money is spent by the
unemployed and low-income to meet their immediate
needs, thus creating a full ration of induced jobs. As a base
case, this costs about $53,000 per job created.

2. Direct government expenditure on infrastructure or
housing: this creates both direct and indirect jobs, but a
significant amount of the funds go to non-job costs—raw
materials, contractor profits, etc. However, there are
substantial numbers of induced jobs resulting from the
employed spending their wages. The resultant cost is
about $56,000 per job created.

3. Personal income tax reductions: this would direct
government stimulus funds to increase the income of
individuals who are not poor or unemployed (they have
sufficient income to pay taxes and take advantage of the
deductions offered). Thus it cannot be assumed that all the
money they receive is spent to create induced
employment; in fact, indications are that much of it is used
to pay off debt. The resultant cost is about $90,000 per
new job created.

4. Corporate income tax reductions: Statistics Canada’s
current indications are that corporations are choosing to
use additional revenue from tax savings to increase
corporate cash reserves and profit distributions rather
than to undertake new enterprises and hire additional
employees. 

Because of this, and because of corporate overheads,
the resultant cost of each new job created is about
$300,000. 
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Government Can Create Jobs
Although these figures are subject to doubts arising from
the inherent unreliability of job statistics, clearly 4. is an
inefficient and expensive way of creating jobs. After all, the
overriding corporate objective is increased productivity,
which means minimizing the number of jobs.

There is a striking difference between the cost of jobs
created directly to meet government objectives, and jobs
created to meet the profitability objectives of corporations,
both financed with public funds. So public sector jobs may
cost as little as one-sixth as much as private sector jobs.
(This calls into question the US Republican Party call for
‘no tax increases for the job-creators’. Tax increases could
give government the financial means to quickly and
efficiently create jobs.)

Given current unemployment levels, and today’s
demand for additional infrastructure, low-cost housing,
and government services, the arguments favour direct

expenditure by government rather than directing job-
creation money through corporations. Austerity, together
with tax reduction, presently promoted by conservative
governments, is wrong-headed; to create employment,
government should expand its direct role in the provision
of social, educational, environmental, health, and cultural
goods and services. 

These jobs would serve the many human needs which
appear unprofitable to the private sector.

The opportunity is now. 0
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Jobs: Direct, Indirect & Induced…
It’s difficult to get a handle on a jobs shortage—where, why,

and how much. But if a politician or an entrepreneur is going

to take credit for creating jobs, it’s hard to avoid quoting

figures. The temptation is to be ambiguous, if not downright

misleading, and media reports and press releases have

imposed no discipline; to be blunt, you can’t trust anything

you read.

First of all, a ‘job’ should be defined as one person-year

(PY) of full time equivalent (FTE) employment. This may

sound elementary, but it is amazing how many statistics

include part-time jobs. 

Second, any estimates (or promises) should clearly state

what period of time they cover. This is particularly critical in

BC, where resource development projects typically employ

large numbers of people for a short construction phase,

followed by very much smaller numbers of employees for a

longer period of operations. Adding these apples and

oranges together can produce any statistic you want.

Third, what are you going to include? For any project or

program, ‘direct jobs’ are obviously those which represent

employees of the enterprise proposed; reasonably accurate

estimates should be developed during costing. ‘Indirect jobs’

are those which are involved in producing the materials and

equipment used by the ‘direct’ employees. These are much

harder to estimate, since they occur in many different

organizations and places. Finally, ‘induced jobs’ are

employment that results from the direct and indirect

employees spending their wages to buy food, clothing, and

other personal and family needs. These jobs are almost

impossible to identify or count. (BC Premier Christy Clark

has given up trying to quote figures, which may mean that

she knows they can’t be trusted.)

Clearly, a job is created when it wasn’t there before. Not

so clearly, in the US definition of stimulus, a job is created

when it was there before, but otherwise would have been

discontinued. 

Using Multipliers To Inflate Job Figures
Job figures that are often as inflated as possible, in the

expectation that nobody will ever be able to confirm the actual

truth. It is usual, therefore, to use ‘multipliers’ which relating

‘indirect’ and ‘induced’ jobs to the ‘direct’ figures. Here the

statistics become distinctly fuzzy. 

The multiplier relating indirect to direct jobs obviously

varies depending upon the type of project—there can be big

variations in labour intensity, from projects and programs

that are almost completely composed of personal services to

capital-intensive developments with a relatively small direct

labour component. Statisticians forced to generalize about

this relationship (for example, justifying stimulus programs

during recessions) tend to come up with an average indirect

jobs number of a little over 50% of the direct jobs number.

Statisticians don’t like doing this, of course, and who can

blame them? It’s even worse when it comes to relating the

induced jobs number to the total of the direct and indirect

jobs. The multiplier for this tends to be in the 56% range, but

there is no real justification for this, except that it is the

difference between the national total of direct and indirect

jobs, and the total number of people who, nationally, appear

to be employed.

To clarify the calculation for the politician or CEO who

wants to be able to quote an optimistic figure, it looks like this:

Total jobs = [(direct jobs x 1.50) x 1.56)].

So for every direct job, a total of 2.34 jobs will be created,

or at least might be claimed, as a rule of thumb. (There are

many different thumbs.) And we haven’t considered the

quality of jobs, their working conditions, or where they

occur—free trade agreements, anyone?


