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You may not know the term "hysteresis." It's the "lagging of
an effect behind its cause," and it's an ugly word that sounds
like a foot fungus. It's also an ugly thing to have happen to
your economy. And it may be what's happening to ours.

We understand that our economy is growing too slowly and
that our labor market is taking too long to recover. We lost
95,000 jobs in September, and though the Obama
administration tried Friday to focus attention on the 64,000 jobs the private sector created - it was the ninth
straight month of private-sector gains - that's still well below the 100,000 jobs we need to add just to keep up
with population growth. What gets less attention is the way that slow job growth begets slow job growth. What
gets less attention, in other words, is hysteresis.

Adam Posen is a member of the Bank of England's Monetary Policy Committee, an adviser to the
Congressional Budget Office, a senior economist at the Peterson Institute for International Economics and a
leading expert on Japan's lost decade. He doesn't think we're taking the threat of an extended period of
crummy growth nearly seriously enough.

When people worry about what comes next for the economy, he said in a speech to the Bank of England, they
worry about a double-dip recession or a temporary period of deflation. Those, he explained, are not close to
how bad things can get. "The risks that I believe we face now are the far more serious ones of sustained low
growth turning into a self-fulfilling prophecy," Posen said, "and/or inducing a political reaction that could
undermine our long-run stability and prosperity."

To see what he means, consider a Michigan construction worker laid off in early 2008. He didn't lose his job
because he was bad at it but because his firm lost access to credit. He hasn't been able to find another job,
because no one is hiring in his area, and he can't sell his house, because it's now worth less than what he owes
on his mortgage.

Right now, he's an example of what economists call "cyclical unemployment." He's unemployed because of
the business cycle. But if his stretch of joblessness lasts for too long, that might change. His skills might
deteriorate, and so too might his confidence. He might join an altogether more troubled group: the
"structurally unemployed" - the out-of-work who can't get jobs because they're not suited for the jobs that
employers are offering. The long-term unemployed, Posen warns, can become "de facto unemployable over
time."

Then there's the political consequences of extended economic distress. Troubled countries do not always make
wise decisions. Financial pain empowers demagogues and opportunists. Trade wars are begun, and borders
closed. And we're beginning to see signs of this in our own polity.

It's not just that this year's crop of challengers for Congress - notably Christine O'Donnell, Sharron Angle and
Rand Paul - have more extreme views than you'd normally find in the two major parties. It's that the voters are
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