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The free market is the cornerstone of our prosperity. 
 
Every day, millions of Americans and billions of other 
people around the world make choices about what 
they want to do, what they want to buy, how they want 
to live, and so on.  Their choices determine what we as 
a society value and find important.  These collective 
choices comprise the free market. 
 
Since what each of us like and want and need and 
desire continually changes, the free market is 
constantly and relentlessly changing.   
 
Many products and services and skills that have value 
one year, don't have the same value the next.  As a 
result, our economic system is constantly in a state of 
transition with some industries and jobs being 
destroyed, while other new industries and jobs are 
created to meet the marketplace's new demands. 
 
In some cases we no longer want certain products (like 
typewriters, horse carriages and record players), but 
instead seek other products (like computers, cars and 
iPods).  Sometimes we seek the lowest price, while in 
other cases we bid up the price of goods in short 
supply.  In the end however, consumers are the main 
decision makers as to which businesses and jobs will 
decline or fail, and which will grow and prosper. 
 
Because every day we make our choices about 
products and services based on price, quality, product 
features and service, the free market is a highly 
competitive one. 
 
Once that choice was mainly among American 
products and services.  Today however, because 
technology has made worldwide communication 
instantaneous, and shipping across vast distances 
easy, our country, businesses, and workers are now all 
competing in an increasingly competitive worldwide 
marketplace.  Standing in the way of that marketplace 
driven by the collective decisions of billions of 
individual consumers is about as effective as shoveling 
sand against the tide.  So what are we to do? 
 
First, while one cannot ignore the anguish that 
marketplace changes have on the people who are 

personally affected and lose their jobs, we must realize 
that both the loss of millions of jobs each year and the 
creation of millions of new jobs each year is not a new 
phenomenon, but rather how our economy responds to 
our changing needs and wants 
  
Second, we have to understand that, while our 
government may regulate the free market to ensure 
the basic health and welfare of its citizens, it has less 
to say than many think as to which businesses and 
jobs are lost and which are created.  Instead, that 
power rests primarily with the millions of American 
households and businesses that make their free 
market choices about what goods and services and 
skills they want and value. 
 
As history clearly demonstrates, an economic system 
planned and controlled by the state (the alternative to 
the free market), where government, not consumers, 
determines what should be produced, has never been 
proven to work in practice.  One only has to recall the 
economy of the Soviet Union prior to fall of 
communism in 1991.  Then, lines of consumers waiting 
endlessly for empty shelves to be filled, people waiting 
years for substandard housing to be built, and 
hopelessly out-of-date factories offered evidence that a 
communist/socialist economy planned and directed by 
the state simply could not work in practice.    
 
Third, we need to have confidence that our free 
market, free enterprise system, driven by the 
entrepreneurship of the private sector will continue to 
create jobs in the future, as its long track record 
demonstrates it has done in the past.   
(See Chart 2-A and Tables 2-B for research data.)   
 
Fourth, since the large majority of all new jobs that are 
created in the United States are created by small 
businesses (not the large mega-corporations that 
dominate the news), it is very important that we 
encourage and support economic policies that support 
small business development and the spirit of 
entrepreneurship in the United States.(See Table 2-D) 
 
While by all rights we should have confidence that our 
entrepreneurial American free enterprise system can 
continue to create prosperity for our citizens, over the 
last several years we have seen a sharp drop in the 
number of entrepreneurial startups in our country.  If 
this disturbing trend is not reversed soon, the ability of 
our country to continue to create the jobs needed to 
maintain and grow our prosperity will be at great risk.  
(See Tables 2-B and 2-C for research data.)  

 
 
 
 
Mr. Klipfell is a retired corporate executive, small 
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Lesson 2 Reference Materials: 
 

CHART 2-A 
GROWTH OF TOTAL PRIVATE SECTOR JOBS IN 
THE UNITED STATES 
1960-2014   
 

Series Id:     CES0000000001 Seasonally Adjusted 

Super Sector:  Total private Industry: Total private 

NAICS Code:    - 

Data Type:     ALL EMPLOYEES, THOUSANDS 

 
Compiled from the US Bureau of Labor Statistics Databases, Tables & 
Calculations by Subject, www.data.bls.gov/pdq/SurveyOutputServlet 

 
TABLE 2-B 
 

PRIVATE SECTOR GROSS JOB GAINS & LOSSES  
 

GROSS JOB GAINS BY SMALL AND LARGE FIRMS 
2005-2014 (10 Years Ended Dec 31 of each year) 

(In millions)   
 

 
 
 
 
 
Year 

 

Gross 
number of 
job gains 
by firms 
with less 

than 250 
employees  

 

Gross 
number of 
job gains by 
firms with 
more than 250 
employees 
 

 

Total 
gross 
private 
sector job 
gains     

 

Total 
gross 
private 
sector job 
losses 

 

Net 
private 
sector job 
gains and 
(losses) 

2005 18.5 7.3 25.8 23.7 +2.1 

2006 18.4 6.9 25.3 23.6 +1.7 

2007 17.9 6.8 24.7 24.0 +0.7 

2008 16.5 6.0 22.5 26.2 -3.7 

2009 15.1 5.2 20.3 26.0 -5.7 

2010 16.0 6.2 22.2 21.1 +1.1 

2011 16.2 6.4 22.6 20.6 +2.0 

2012 16.3 6.6 22.9 20.6 +2.3 

2013 16.4 7.5 23.9 21.0 +2.9 

2014 16.6 7.1 23.7 20.8 +2.9 
10  

Year 
Totals 

 

167.8 
 

71.8% 

 

66.0 
 

28.2% 

 

233.9 
 

100.0% 

 

227.6 
 

+6.3 

 
Compiled from US Bureau of Labor Statistics data.  Business Employment 
Dynamics Fourth Quarter 2014 News Release, dated July 29, 2015.  From Table 
4. Private sector gross job gains and losses by firm size, 2005-2014, seasonally 
adjusted   http://www.bls.gov/bdm/ 
 

Note A:  Job gains and losses are reported both on an “establishment” basis and 
on a “firm” basis, which is basis for the above report. 
 

Note B:  “Gross job gains are the sum of increases in employment from 
expansions at existing units and the addition of new jobs at opening units.  Gross 
job losses are the result of contractions in employment at existing units and the 
loss of jobs at closing units.” - BLS 

 
.   

 
 
 

 
 
 
 
 
Discussion and key points about Chart 2-A: 
 

 Although there have been a few dips in employment 
during recessionary times (including the decline in 
employment we’ve seen during the most recent 
recession), the overall trend and sustained growth in 
total private sector employment over the last 50 
years has been remarkable and unmatched by any 
other country in history.   

 

 Five out of every six jobs in the US (84%) are in the 
private sector.  The other 16% are public sector jobs 
at the federal, state and local government level. 

 

 In May 2016, total non-farm, private sector 
employment was 121.8 million and total public sector 
(government) employment was 22.1 million.     

 
 

 
 
 
 
 
 
 
Discussion and key points about Table 2-B: 
 

 The media usually only reports on the “net” job gains 
and losses in the economy.  This can be misleading 
because it obscures the fact that millions of private 
sector jobs are created each year, even during the 
worst recessions.  It also obscures the fact that 
millions of private sector jobs are being lost, even in 
the best of economic times.  The reality is that job 
creation and job losses are occurring all the time as 
people’s wants and needs and buying habits change.   

 

 A key point from the table at left is that, over the last 
ten years, 72% of all jobs created in the private 
sector were created in small businesses with less 
than 250 employees.  The clear take away from this 
fact is that unless the entrepreneurial small business 
community is healthy and growing, the job growth 
needed to maintain American prosperity will not 
occur.  Unfortunately, as one will see from Table 2-C 
that follows, the number of small businesses being 
created per million Americans has been in slow 
decline in recent decades and in rapid decline during 
the last few years.  This trend must be reversed if 
American prosperity is to be maintained and grown.   

 

 While the country has experienced some net job 
growth over the last few years, it is very troubling that 
the pace of gross job creation in the US has declined 
significantly during the last five years,  During the 
2005-2007 time period, an annual average of 25.3 
million jobs were created annually.  During the 2008-
2014 time period, the annual average dropped to 
only 22.6 million jobs, which is a decrease of 10.7%.    

http://www.bls.gov/
http://www.bls.gov/bdm/
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TABLE 2-C 
NUMBER OF SMALL BUSINESS START UPS (WITH 
EMPLOYEES) EACH YEAR  
Firms with less than 250 employees (See note below) 

1990-2013   (Latest data available is for 2013) 
 

 
 
 
 
 
Year 

 

Average Total 
Number of 
Startups With 
Employees Per 
Year  

 

Number of 
Startups 
per 
1,000,000 
Population 
 

 

Percentage 
Decrease 
from Start 
Up Levels of 
the 1990’s 

 

Average total for ten 
years 1990-1999 
 

 

494,035 
 

1,868 
 

- 

 

Average total for nine 
years 2000-2008 
 

 

512,404 
 

1,749 
 

-6% 

 

Totals for year 2009 
 

 

408,422 
 

1,332 
 

-29% 
 

Totals for year 2010 
 

 

387,178 
 

1,252 
 

-33% 
 

Totals for year 2011 
 

 

400,539 
 

1,287 
 

-31% 
 

Totals for year 2012 
 

 

409,360 
 

1,305 
 

-30% 
 

Totals for year 2013 
 

 

405,766 
 

1,281 
 

-31%  

 
Compiled from US Census Bureau data from file “AGExSz.xls at: 
http://www.census.gov/ces/dataproducts/bds/data_firm.html 
 

(Special thanks to US Small Business Administration analyst Mr. Brian Head for 
leading us to this important data file in 2012) 
 
Note:  99.9% of all business startups with employees during the period 1990-2013 
were firms with less than 250 employees. – Data derived from Census Bureau 
statistics noted above. 

 
 

 
TABLE 2-D 
THE IMPACT OF REGULATORY COSTS ON SMALL 
FIRMS 
 

 
 

Cost per Employee in 2008 
 

 

Type of 
Regulation 

 

All 
Firms 

 

Firms with 
<20 

Employees 
 

 

Firms with 
20-499 

Employees 

 

Firms with 
500+ 

Employees 
 

All Federal 
Regulations 
 

 

$8,086 
 

$10,585 
 

$7,454 
 

$7,755 

 

Economic 
 

 

$5,153 
 

$4,120 
 

$4,750 
 

$5,835 
 

Environmental 
 

 

$1,523 
 

$4,101 
 

$1,294 
 

$883 
 

Tax Compliance 
 

 

$800 
 

$1,584 
 

$760 
 

$517 
 

Occupational 
Safety & Health 
& Homeland 
Security 
 

 

$610 
 

$781 
 

$650 
 

$520 

 
Table data drawn from the September 10, 2010 research study titled “The Impact 
of Regulatory Costs on Small Firms” by Nicole Crain and Mark Crain of Lafayette 
College under contract from the US Small Business Administration Office of 
Advocacy. ( http://www.sba.gov/advocacy/7540/49291) 
 

 This study reports on the estimated cost of regulations in 2008.  Earlier studies 
were also commissioned by the Small Business Administration in 1995 and 
reported on costs in 1992, in 2001 and reported on costs in 2000, and in 2005 and 
reported on costs in 2004. 
 
 

 
 
 

 
 
 
 
 
 
 
 
Discussion and key points about Table 2-C: 
 

 As noted in the comments to the Table 2-B above, 
more than 70% of all new jobs created are created by 
small businesses with less than 250 employees.  The 
consequence of this fact is unless the entrepreneurial 
small business community is healthy and growing, 
the job growth needed to maintain American 
prosperity will not occur.  Unfortunately, however, the 
number of new businesses being created per million 
population has been in slow decline in recent 
decades and in sharp decline since 2009.  

 

 Using the decade of the 1990’s as a benchmark, the 
nine year period 2000-2009, showed a small (6%) 
decline in the number of startups per million 
population.  However, during each of the years 2009, 
2010, 2011, 2012 and 2013, the number of startups 
per million of population sharply declined about 30% 
over the benchmark period of the 1990’s. 

 

 In view of these troubling statistics and the 10.7% 
decline in the annual number of gross job gains 
during the roughly the same period as noted in the 
preceding table, it is no surprise that the recovery 
from the 2007-2009 recession has been so slow. 

 

Unless this decline in entrepreneurial startups is   
reversed soon, the ability of our economy to continue 
to generate sufficient jobs to maintain and grow our 
prosperity is at great risk. 

 

 
 
Discussion and key points about Table 2-D 
 

 While some amount of government regulation is 
necessary to provide the “rules and structure for 
society to function properly”, the cost and impact of 
regulation must be balanced against the benefit that 
they provide.    

  

 A 2010 research study commissioned by the Small 
Business Administration Office of Advocacy reported 
the following: 

 

o “The annual cost of federal regulations in the 
United States increased to more than $1.75 
trillion dollars in 2008…an amount equal to 14% 
of U.S. national income.” “Had every household 
paid an equal share of the federal regulatory 
burden, each would have owed $15,586.” 
 

o   “The portion of regulatory costs that falls on 
businesses was $8,086 per employee in 2008. 
According to the study, small businesses, defined 
as firms employing fewer than 20 employees, 
bear an even larger burden of federal regulations. 

 

 
  

 

http://www.census.gov/
http://www.census.gov/ces/dataproducts/bds/data_firm.html
http://www.sba.gov/advocacy/7540/49291
http://archive.sba.gov/advo/research/rs1995hoptot.pdf
http://archive.sba.gov/advo/research/rs1995hoptot.pdf
http://www.sba.gov/sites/default/files/files/rs207tot.pdf
http://archive.sba.gov/advo/research/rs264tot.pdf
http://archive.sba.gov/advo/research/rs264tot.pdf

