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Creating Jobs in the United States 
 
 

The purpose of this short paper is to provide the reader with a fundamental understanding of the job creation 
process in the United States.  Armed with this understanding, the reader will be able to look beyond propaganda 
and recognize economic policies that are good for job creation as well as those that are bad.  This is not an 
ideological or theoretical discussion, but a description of the job creation process.  The points made in this paper 
can be verified by anyone who tries to start a business or who has experience working in a growing business. 
 
Socialist politicians and others have “muddied the water” with anti-rich, anti-profit, and anti-business 
propaganda.  The intent of this paper is to clear it up somewhat.  The main points are (1) we should make it 

easier for businesses to create the jobs that people need to pay their bills (they are our allies, not our 

enemies); and (2) the social cost of the taxation, regulation, and litigation of businesses promoted by 
socialists is that more people will have to struggle to make ends meet or live in poverty. 
 
 
The Job Creation Process 

 
Jobs are created in the private sector by someone or some organization investing money in a project to 
implement an idea to provide some good or service (product) for which enough people will want to pay a 
sufficient price.  The investment money is used to pay the expenses of the project incurred in developing, 
producing, selling, and distributing the product until the revenue received from sales is sufficient to pay for 
these expenses.  The investment money is used to buy goods and services and pay wages and taxes.  Money 
spent to buy goods and services also is used to pay wages and taxes in the businesses that supply the goods and 
services, so most of the investment money is spent on wages and taxes.  This investment money is returned to 
investors through profit if the project is successful.  Anyone or any organization can formulate an idea to 
provide a new product.  Entrepreneurs create new jobs by creating new businesses while existing small and 
large businesses create new jobs by growing larger. 
 
Investing in the creation of new jobs is not riskless.  The ultimate success of a proposed project is highly 
uncertain at the beginning.  The envisioned product may never be successfully developed; the cost to produce, 
sell, and distribute the product may be more than consumers are willing to pay; or consumers simply may not 
like the product or buy it in sufficient quantity.  Investors may lose some or all of their investment if the new 
product is not successful.  This happens often.  The failure rate of new businesses is on the order of 80% within 
5 years; many existing small businesses fail, especially during economic recessions; and large businesses see 
great fluctuations in net profit and loss, some to the point of failure when bankruptcy occurs.  Even though the 
risk of loss is so great, investors still invest in job-creating projects because the return is expected to exceed the 
expenses and losses by a sufficient amount, that is, the expected net profit is large enough to satisfy investors. 
 
The expected net profit includes losses.  Successful projects not only must produce enough revenue to cover 
their expenses and investment costs, but also an additional amount to cover the investment cost and expenses of 
failed projects – the winners pay for the losers.  This is why venture capital funds generally require an expected 
return on the order of 40% before they will invest in a project.  This high-return requirement reflects their 
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expectation of losses and low returns on some investments.  This also is why interest rates and fees are so high 
on credit cards.  Credit card companies recover the loss from those who do not pay from those who pay late.   
 
Risk and return (profit) drive job creation.  The greater the risk and/or the lower the expected profit of a 
proposed project, the less likely it will receive the initial money needed to finance it to the point at which its 
revenue is sufficient to pay its bills (the cashflow breakeven point). 
  
The risk about which investors are concerned is the possibility that they could lose a portion or all of their initial 
investment.  The size of this risk is the amount of money that investors must provide to pay for wages, Social 
Security and Medicare taxes, unemployment taxes, workers compensation insurance, health insurance, rent, 
fixtures, electric (including heating and air conditioning), phones, advertising, supplies, and more until the 
business reaches the cashflow breakeven point.  This amount of money is directly related to the cost of doing 
business within an economy.  The higher the cost of doing business, the riskier it is to create new jobs. 
 
Where do businesses get the money they need to finance job-creating investment projects until they reach 
cashflow breakeven?  Large businesses generally get this money from their profit.  Profit finances new job 
creation.  For larger projects, they may sell new stock and bonds to the public in the capital markets (Wall 
Street).  Smaller businesses generally finance new-job-creating growth with profit or use their assets as 
collateral and borrow money from banks. 
 
Entrepreneurs have a harder time finding their start-up money because of the risk their project poses to 
investors.  Entrepreneurs generally follow a process analogous to walking up a flight of steps.  They use their 
own money and work for no pay to get the business started.  The next step is to turn to friends and family to get 
the money needed to grow.  When more money is needed than friends and family can provide, the next step is 
to look for wealthy individuals who may be willing to invest larger amounts to enable the business to grow 
further.  These investors are sometimes referred to as “angel” investors.  The final step in the start-up financing 
process is venture capital funds like Bain Capital.  These funds help the business grow to the point at which it 
can get money from the capital markets by selling its stock to the public in an initial public offering (IPO).  
Venture capital funds are organized investment vehicles for investing in high-risk job-creating projects.  They 
get their investment money from wealthy individuals, insurance companies, pension funds, and other sources. 
 
Note the role that wealthy individuals play in the job creation process.  They provide job-creating money to 
growing businesses directly and indirectly through venture capital funds.  Taxing “the rich” takes money from 
them that otherwise could be used to invest in creating new jobs.  In addition, many businesses report their 
profits as individuals on Form 1040.  Sole proprietors, limited liability companies (LLCs), partnerships, and 
Subchapter S corporations report profits this way.  Taxing “the rich” directly takes job-creating investment 
money from these businesses.  This is how raising taxes on “the rich” will undermine job creation. 
 
 
Poverty 

 
Poverty is the result of unemployment and a relatively high cost of living.  Unemployment works to keep low-
end wages low and a relatively high cost of living decreases the buying power of those wages, putting low-
income households in a financial squeeze.  Poverty is directly related to the cost of doing business in an 

economy.  A higher cost of doing business will result in a higher cost of living and fewer new jobs being 
created because the risk will be greater. 
 
Our approach in the United States to addressing poverty primarily is two-fold – require a certain minimum 
wage and give people money to spend through handout-based social programs (redistribution-of-wealth 
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programs).  Neither works well.  Requiring or increasing a minimum wage actually promotes poverty because it 
will cause an increase in unemployment and fuel the next round of price increases (today’s wage increase leads 
to tomorrow’s price increase).  Businesses generally respond to labor price increases by laying-off workers 
and/or not hiring as many new workers.  In addition, the minimum wage is an entry-level wage for many 
businesses.  When the entry-level wage increases, other wages are increased to maintain a desired differential 
above the entry-level wage.  This is how minimum-wage increases fuel the next round of price increases. 
 
Increasing the minimum wage provides only temporary relief until the higher prices caused by the wage 
increase work their way into the economy.  This puts low-income households back into a financial squeeze 
similar to the one they were in before the minimum wage was increased.  Some low-income households may 
actually be worse off after the increase because prices are higher and fewer lower-wage jobs are available. 
 
Redistribution-of-wealth programs do little to create jobs; and, if the money to be redistributed is taken from 
wealthy individuals and businesses, they actually promote higher unemployment and poverty.  Redistribution-
of-wealth programs make the recipients dependent upon government and help keep them trapped in poverty 
(someone receiving a welfare package worth $8/hr will have little incentive to take a $10/hr job, gaining only 
$2/hr for working).  This is acceptable to socialists because they want people to be dependent upon them so that 
they can control them.  Power, control, and domination are their primary concerns, not the welfare of people.   
 
The only effective way to address poverty is to focus on reducing unemployment, the cost of living, and the 
cost of doing business to the lowest levels possible or practical.  With less unemployment, the competition for 
labor will be greater and low-end wages will be higher.  With a lower cost of living, wages will buy more.  With 
a lower cost of doing business, both unemployment and the cost of living will be lower and fewer people will 
have to struggle to make ends meet. 
 
 
Government Impact on Job Creation and Poverty – Taxation, Regulation, and Litigation 

 
Risk and return drive job creation; so, if we want to create more jobs, then we must reduce the risk of creating 
jobs and/or increase the expected return.  Government policies affect job creation to the extent that they affect 
risk and return.  Any policy that causes the cost of doing business to be higher will increase risk, causing the 

cost of living and unemployment to be higher and more people to have to struggle to make ends meet. 
 
Tax policies that tax profit and capital gain reduce the return to investors.  Investors respond by taking less risk 
and fewer jobs are created than would be otherwise.  Tax policies that tax employers increase the cost of doing 
business.  Examples of such taxes are the employer’s portion of Social Security and Medicare, unemployment 
insurance, and now the ObamaCare requirement that employers provide health insurance for their employees or 
pay a fine.  Taxes on employers promote poverty because the higher cost of doing business leads to higher 

unemployment and a higher cost of living than would be otherwise. 
 
Regulation increases the cost of doing business, causing more people to have to struggle to make ends meet 
or live in poverty.  This “cost of regulation” should give us pause when deciding what and how to regulate.  We 
need clean air and clean water, but is the protection of endangered species and animal habitats important enough 
to cause more people to have to struggle to make ends meet or live in poverty? 
 
Litigation, like regulation, promotes poverty because it increases the cost of doing business.  Frivolous 
lawsuits and high punitive damage awards hurt low-income households because the increased cost of doing 
business also increases the cost of living.  Jurors should keep this in mind.  The “deep pockets” of insurance 

companies and large corporations really are the pockets of consumers, many of which are not so deep. 
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Job Creation and the Socialist Transformation Movement 

 
Job creation and politics are inseparable.  The political dynamic in the United States today is driven by those 
who want to transform our country into a socialist state like those in Europe.  Socialists want to control the 
power of government so that they can use it to control us.  Their concern is power, control, and domination, not 
people.  Their opposition is those who want individual liberty, economic freedom, and less government. 
 
We can identify socialists by their policies and actions.  They promote divisions along economic, social, and 
cultural lines – low- and middle-income vs. “the rich,” men vs. women, whites vs. blacks and other minorities, 
gays vs. heterosexuals, Christianity vs. atheism and other less popular religions, etc.  They demonize and 
promote hatred against “the rich;” profit; businesses such as banks, insurance companies, and Wall Street 
brokerage firms; and those who oppose them.  They also try to create confusion and inflame emotions to keep 
people from thinking and acting logically or rationally when voting; and they are not above lying to the people. 
 
Socialists gain political power from the existence of poverty and the struggle to make ends meet.  The greater 
the number of people struggling, the more power they will have.  This gives them a great incentive to create the 
conditions that will lead to more people struggling; and the policies they promote help do just that.  Socialists 

are the ones who promote the anti-rich, anti-profit, and anti-business attitudes that lead to the government 

taxation, regulation, and litigation of businesses that increases the cost of doing business which then 
increases unemployment and the cost of living (the two main ingredients of poverty).  The fact that more 
people struggle to make ends meet or live in poverty because of their policies is acceptable to them because 
they care about power, control, and domination, not the welfare of people.  “Beware of supporting those who 

gain political power from your struggle” are words-to-the-wise for low-income individuals and others who 

vote for those who promote anti-rich, anti-profit, anti-business, and other hatreds over job-creating policies. 
 
 
Summary 

 
Risk and return drive job creation.  The greater the risk of creating new jobs, the fewer number of new jobs will 
be created.  The greater the expected return, the greater the risk that can be taken to create new jobs.  If we want 

maximum employment and minimum poverty, then we must keep the cost of living and the cost of doing 
business low to reduce risk and have no taxes on profit and capital gain to increase expected return.  We can 
reduce the cost of living and cost of doing business by reducing the cost of government taxation, regulation, and 
litigation, that is, by having less government involvement in our economy. 
  
Any policy that works to increase the cost of doing business will increase the cost of living and 
unemployment, resulting in more people living in poverty than would be otherwise.  Socialists’ anti-rich, anti-
profit, and anti-business attitudes have led to taxes on profit and capital gain, taxes on employers, over-
regulation, and excessive litigation, all of which increase the cost of doing business (and the cost of living). 
 
If we really want to help those who are struggling, then we must ignore the socialists’ anti-rich, anti-profit, and 
anti-business propaganda and hate mongering.  The bottom line is that people need jobs to pay their bills; and 

businesses create those jobs.  They are our allies, not our enemies; so we should make it easier for them to 
create jobs.  Also, those who are struggling should be wary of supporting those who gain political power from 
their struggle. 

LESS GOVERNMENT = MORE JOBS, LOWER COST OF LIVING, LOWER TAXES = MORE LIBERTY 
 

Those who struggle to make ends meet and those in the Tea Party movement are kindred spirits. 


