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Take-Aways
• The United States has recovered from the Great Recession to a large extent: The

unemployment rate is low, inflation is subdued and economic activity is healthy.

• But hurdles to long-term growth include decaying infrastructure, a shrinking labor
force, unequal income distribution, elevated poverty levels and weak productivity.

• The United States should invest in infrastructure to boost economic growth, and it
should reform immigration to counteract demographic shifts and raise labor capacity.
The country should also avoid protectionist trade policies.

• Improved social programs would cut poverty, and compensated family leave and child
care aid would address the decline in the number of women in the workforce.

• A greater focus on childhood education and more funding for vocational training would
raise growth and innovation.
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Although the American economy may be at the top of the class today compared to other developed countries’
economic performance, it nonetheless faces a number of critical challenges. In this comprehensive summary, IMF
professionals point to obstacles that stand in the way of continued US growth and urge against complacency. They
also outline specific measures the American government could take to stimulate future growth. getAbstract suggests
this report to policy makers, economists and investors.
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“A more complex
risk to judge is the
possibility that the
recent weaker activity
numbers actually
reflect a lower potential
growth rate and a
smaller output gap than
previously estimated. If
true, this would mean
the US economy could
increasingly bump
up against capacity
constraints.”

 
 
 

“Labor’s share of
income is around 5%
lower today than it
was 15 years ago,
the middle class has
shrunk to its smallest
size in the last 30
years, the income and
wealth distributions are
increasingly polarized,
and poverty has risen.”

 
 
 

“The US faces
potentially significant
longer-term challenges
to strong and sustained
growth. Concerted
policy actions are
warranted, sooner
rather than later.”

The American economy has created 2.4 million new jobs since mid-2015, bringing the
unemployment rate to below 5%, its lowest level since the onset of the Great Recession.
Inflationary pressures remain subdued, and the economy has bounced back from market
upsets, a strong dollar and weak global demand. Nonetheless, expansion has slowed in
2016, along with consumer demand, despite increases in household income. It appears 2016
will see growth of 2.2%, picking up to 2.5% in 2017, with inflation inching toward 2%.

But long-term impediments to continued growth persist, including a shrinking labor
force, crumbling infrastructure, unequal income distribution, elevated poverty levels and
lackluster productivity. Specific recommendations to address these deterrents to growth
include the following:

• Infrastructure – Deteriorating infrastructure, particularly in transportation, demands
greater investment to spur economic growth.

• Immigration – Smart reforms that take immigrants’ skills into account would make the
greatest impact on America’s diminishing workforce, helping to counteract demographic
shifts and to raise labor capacity.

• Poverty – Improved social programs would cut poverty, which affects 14% of
Americans, 20% of children and 33% of households headed by a woman. Hiking the
federal minimum wage and extending the earned income tax credit would help the
roughly 40% of the poor who have jobs.

• Labor – Offering compensated family leave and child care aid would address the decline
of women in the workforce. Changes in disability benefits could encourage recipients to
take up part-time work.

• Productivity – A greater focus on childhood education, particularly in science,
technology, engineering and mathematics, along with more funding for vocational
training, would raise growth and innovation. Tax and pension reforms are critical.

• Trade – The United States should avoid protectionist policies, approve the Trans-Pacific
Partnership and achieve a trade pact with Europe. Measures to mitigate the impacts on US
jobs include training and employment assistance, as well as “temporary income support.”
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