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Is the United States a New Economy?

There are many occurrences in the U.S. economy that would support the idea that we are experiencing the end of a temporary boom.  One of them is the sharp increase in the amount of temporary employment that is available. “The number of temp agency jobs doubled between 1994 and 2000, and Manpower, a large staffing agency listed on the New York Stock Exchange, had revenues of $12.4 billion last year,” (Career Explorer).  Many companies are worried about filling positions on a full-time basis because there are so many preoccupations about the near future of this economy.  With temporary jobs becoming so prevalent in the economy, health insurance is not being offered and wages are being lowered. As stated in the case study, “even if workers could negotiate higher wages, they have often been more interested in job security than in higher wages,” (Brandl, 61).  Employees are not seeing higher wages, and they’re not seeing job security in temporary jobs either.  This causes a great uneasiness in the labor market.

As a result, we are seeing a sharp decrease in the amount of spending that is occurring by the American people.  In America the Boastful, the author talks about how the economy is like an engine – you could only run it so long and so hard until it will overheat.  He claims that is what is happening with the U.S. economy.  He attacks the issue from the standpoint that this is merely too much for our economy to handle, and the boom is about to hit rock bottom. “Thus while it is possible in the short run to get more output by using the economy’s capacity more intensively - especially if the economy starts from a position where capacity is severely under-utilized - over the longer run the only way to achieve a sustained increase in output is to increase the machine’s capacity, that is, to increase the output it can produce at a given speed,” (Krugman, 1).  The U.S. faces the problem that it doesn’t know where the correct capacity is, and therefore, our economy is facing the end of a temporary boom.


The new economy is another theory on the status of the U.S economy. “With technology constantly finding ways to do things better and faster, there is virtually no limit on where the human race can go from here, (Woodall, 1).  Along with technology having an inevitable promising future, R & D spending and entrepreneurship are at all-time highs.  As a direct result, students are studying harder knowing that if they do not strive for a higher education; they will be left in the labor economy’s dust.  All of these factors have resulted in our current situation of low inflation and unemployment.  Some also believe according to the economy theory of Keynes, our business cycle is obviously experiencing a new economy.  “If we draw a smooth trend line or curve, either by eye or by some statistical formula, through the growing components of NNP (net national product), we discover the business cycle in the twists of the data above and below the trend line,”  (Fed Reserve).  This is directly correlated with a business cycle in a new economy.


Many believe we are experiencing an asset bubble explosion as a result of the huge stock market crash in 2000. Although many argue that the Fed was to blame, still others say that bursting of the bubble could not have been prevented.  “Tackling those who criticized the Fed's lack of action during the 1990s stock market run-up, Greenspan said the U.S. central bank could not have prevented the plunge in stock prices that set in during 2000 after a go-go decade without forcing a severe economic contraction,” (Somerville, 1).    Both Japan and Europe are seeing stagnation in their economies.  Despite this, the U.S. is seeing a positive outlook for the global economic growth in its economy, “analysts note there are potential soft spots for the United States,” (Somerville, 1).  Many believe the U.S. can still avoid a recession despite the bursting of the bubble, while others think it is inevitable.  Table 1 shows the devastating results of recessions throughout American history:
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If the U.S. were to follow similar patters to those of European nations, we are in for a recession as a result of the asset boom. “To find similar recent cases, it is necessary to look abroad—disturbingly, to Japan, Britain and Sweden in the late 1980s. All three experienced a similarly dramatic deterioration in private-sector net saving; in their cases, the switch coincided with booms not just in share prices but also in the price of property. When asset prices tumbled, firms and households tried to restore their financial positions and net saving increased sharply. This caused deep recessions,” (Peculiar Cycle).


We think the scenario that is most accurately characterized is that of the asset bubble.  Our economy saw a phenomenal performance in the entire stock market, labor market, supply, and demand.  The theory of the asset bubble just seems to fit perfect here because shortly after that beautiful economic run in 2000, we saw a sharp decrease, and still two year later, we are still recovering.  We think it is very difficult to blame it on just the economic standpoint such as the Fed or the American people.  We feel a lot of the discouragement that we are seeing right now is because of the September 11, 2001 attacks on the U.S.  We don’t think there is an economic theory to explain what occurred that day, but it has largely changed the American outlook on everything economically.   


We believe that Dell will start to see a gradual increase in sales from here on, due to the fact Americans are starting to spend more, and we are recovering from the asset bubble deflation.  Despite the fact the U.S. has much lower numeral value in almost every economic area, we believe that U.S. is recovering and companies will see an increase in demand and sales.  

