
Bangor Daily News, Saturday/Sunday, June 4-5, 2016 D5

MANAGING YOUR MONEY,
WORK AND SUCCESS

JUNE 4-5, 2016
Copyright © 2016 The New York Times

Americans have long been known for a propensity to pick up stakes or
take risks in search of greater opportunity. But this so-called fluidity —
a measure of the likelihood of changing jobs, moving between states or
going from unemployed to employed — has been declining. That may
be a factor in the economy’s sluggishness or a reaction to it.

A Nation No Longer on the Move
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Mergers and acquisitions activity
is down. Initial public offerings are
practically dead. Companies are
cutting spending. The stock market
is increasingly volatile. Gross do-
mestic product is stalling.

What explains it all? Perhaps Hil-
lary Clinton and Donald Trump.

A growing body of research shows
that during presidential election

years industry becomes almost par-
alyzed. A look at the last several doz-
en election cycles shows that during
the final year of a presidential term,
big corporate investments and big
deals are put on the back burner.
The research is even more persua-
sive on the final year of an eight-
year presidential term.

The trend is already playing
out that way this year: Verizon is
slimming its capital spending; so
are Dupont and Union Pacific. Mc-
Donald’s and Delta Air Lines are in
standstill mode, and Exxon Mobil is
cutting back drastically.

Of course, there are many factors
in play, from the possibility of the
Federal Reserve raising interest
rates to a slowdown in China and

emerging markets. But the presi-
dential election may be playing an
even bigger role than most execu-
tives may want to admit.

According to research by Ste-
phen Suttmeier, a technical analyst
at Bank of America Merrill Lynch
Global Research, the Standard &
Poor’s 500-stock index has fallen
an average of 2.8 percent since 1928
during election years in which the
incumbent is not seeking re-elec-
tion. The final year of an incum-
bent’s eight-year term is the only
year that averaged negative re-
turns, his research indicated.

Despite all of the idiosyncratic
factors that have seemingly influ-
enced the global economy over the
years, there is a clear trend. “Elec-

toral uncertainty induces a decline
in G.D.P. portions composed of cost-
ly-to-undo investments,” according
to a widely discussed 2014 study by
Brandice Canes-Wrone and Chris-
tian Ponce de Leon of Princeton
University titled “Elections, Uncer-
tainty, and Economic Outcomes.”

It is a favorite epithet of C.E.O.s:
“uncertainty.” The word is used as a
catchall for why things aren’t going
well. Sometimes the uncertainty is
economic, but these days it is most-
ly political. Critics of the Democratic
Party have suggested that Janet L.
Yellen, chairwoman of the Federal
Reserve and an Obama appointee,
will be hard pressed to raise inter-
est rates significantly in an election
year, out of fear that such a move

might aid the Republicans.
With the stock market continuing

to struggle, the prospects of corpo-
rate activity re-emerging this year
are slim. Companies are already
showing signs of shying away from
big deals; merger volume in the
first quarter of the year is already
down 38 percent from last year, ac-
cording to Dealogic.

The big question is whether the
economy will pick up once the issue
of the next president is decided. All
the data says it should — indeed,
much of the economic activity may
just be delayed.

But in an increasingly polarized
country, the pain of electoral strife
could linger on Wall Street far lon-
ger than anyone would wish.

Talking Points

Product Recalls Rise
With Better Detection
Frozen peas that could make you
sick. A water heater that might ex-
plode. Cars with steering wheels that
were prone to fail and cause a crash.
Thousands of products have been
recalled this year, and the scope and
complexity of recalls are on the rise.
A record 51 million vehicles were
recalled last year and annual food
recalls have doubled since 2002. Bet-
ter detection tools and stricter safety
rules mean problems that once went
undetected are spotted more often.

Walk More, Weigh Less
Neighborhoods designed for walking
may decrease the rates of being
overweight and having diabetes by
more than 10 percent, a new study
concludes. Canadian researchers
studied more than three million
people in 8,777 neighborhoods in
urbanized areas of Ontario, ranking
them for “walkability.” Over the 12-
year study period, being overweight
increased by as much as 9.2 percent
in the three-fifths of neighborhoods
rated lowest, with no change in the
two-fifths rated highest.

New Look at Nuclear
Since the Paris agreement on climate
change put pressure on the United
States to reduce greenhouse gas
emissions, some state and federal
officials have deemed nuclear energy

part of the
solution. They
are scrambling
to save plants
that can no
longer compete
economically
with cheap

natural gas. There are efforts across
the country to bail out nuclear plants
at risk of closing, with important test
cases in Illinois, Ohio and New York,
as well as proposed legislation in
Congress.

Ad Blockers Proliferate
Many of the world’s largest Inter-
net companies, like Google and
Facebook, rely on advertising to
finance their online empires. But
that business model is under threat,
with one in five smartphone users, or
almost 420 million people worldwide,
blocking advertising when browsing
the web on cellphones. That rep-
resents a 90 percent annual increase,
according to a report from PageFair,
a start-up that helps to recoup some
of this lost advertising revenue, and
Priori Data, a company that tracks
smartphone applications.
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Merger activity is down,
and companies are
delaying investments.

By covered wagon and jetliner, from
East Coast to West, Rust Belt to Sun
Belt, Americans’ propensity to be
on the move — to new jobs and new
places — has historically provided
the economy with a critical dose of
oomph.

But as fewer Americans are mov-
ing in search of opportunity, that
advantage may be slipping away.
In recent years, economists have
become increasingly worried that a
slide in job turnover and relocation
rates is undermining the economy’s
dynamism, damping productivity
and wages while making it more dif-
ficult for sidelined workers to find
their way back into the labor force.

“It’s possible that one reason peo-
ple aren’t changing jobs is because
they’ve all found jobs that are great
for them and they’re happy,” said
Betsey Stevenson, an economist at
the University of Michigan. “But the
other possibility is that people stay
in jobs that aren’t as good for them
because they’re terrified of chang-
ing, and that’s bad for the overall
economy.”

Staying put can mean that work-
ers are not moving to jobs where
they would be more productive. At
the same time, many are forgoing
the raises and ascents on the ca-
reer ladder that often come with
a job switch. Fewer openings can
also shrink the bargaining power of
workers.

The declining churn in the labor
market may surprise those who
assumed that the era of lifelong em-
ployment had given way to serial
job-hopping. But Abigail Wozniak,
an economist at the University of
Notre Dame and one of the authors
of a new report on the subject, said
that people are not moving as much
out of what used to be entry-level
and temporary jobs. Such road-test-
ing of jobs was once common, partic-
ularly for young workers. But now,
“quick turnover jobs are declining
across the board,” Ms. Wozniak said.

A new analysis by Ms. Wozniak
and economists at the Federal Re-
serve Board used a combination of
factors — job shifts, movement in
and out of the labor force, interstate
migration, job creation and destruc-
tion, among others — to measure
what they called fluidity or dyna-
mism in the labor market. What
they found was a drop of 10 to 15
percent between 1980 and 2013. The
proportion of workers who jumped
from one job to another plunged by
nearly a quarter.

Mobility normally drops during
downturns, and that was the case
during the Great Recession. Mil-
lions of jobs vanished, and those
fortunate enough to be working
were less inclined to move on. But
even as the economy has recovered,
fluidity has not bounced back. Fig-
uring out the cause is difficult. Is a

less fluid labor market causing the
economy to be more sluggish or is
a sluggish economy causing a less
fluid labor market?

Certainly, movement has declined
as the population ages. The addition
of women into the work force may
also make it harder for couples and
families to move if only one spouse
can find a new job. Fewer new com-
panies are being created, and the
ones that exist are growing more
slowly on average.

One of the more intriguing findings
was the role of declining social trust
and what is known as social capital
— the web of family, friends and pro-
fessional contacts. The proportion
of people who agree with the state-
ment, “Most people can be trusted,”
has been shrinking for more than
three decades. Researchers found
that states with larger declines in
social trust had larger declines in
labor fluidity. The lack of trust may
increase the cost of job-hunting and
make both employees and employ-
ers more risk-averse.

Fluidity rates varied widely
throughout the country, but they
declined in every state. Some states
have tumult in the labor market
because thousands of workers lost
manufacturing, clerical or construc-
tion jobs. They might have found
new positions that don’t pay as
much. Over all, “I don’t think any-
one has a good answer yet” to the
decline in mobility, Ms. Stevenson
of the University of Michigan said.
“It’s a puzzle and it’s the one I wish
politicians and policy makers were
more concerned about.”
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A steep drop in mobility
persists even after the
Great Recession.
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Presidential Election Years Create Uncertainty in the Markets

TIM GRUBER FOR THE NEW YORK TIMES

STAYING PUT Economists are worried that fewer people relocating for work makes it harder for sidelined workers to find
their way back into the labor force. It also contributes to slowing the economy and may put a damper on wages.
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