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By Michael Mandel
The war between the 
tangible and intan-
gible sectors of the U.S. 
economy is over, and 
intangibles have won.

Since the economy 
went into recession 

in December 2007, the industries 
producing or distributing physi-
cal goods—such as construction, 
manufacturing, retail trade, and 
transportation—have lost 1.8 mil-
lion jobs. That includes a decline 
of 260,000 positions in the much 
beleaguered auto industry and its 
dealer network.

Meanwhile, the intangible 
sector, including such industries 
as education and health care, has 
received far less attention than 
autos and housing. Nevertheless, 
intangible-producing industries 
have gained about 500,000 jobs 
since the recession began.

These figures may be telling us 
something about the nature of the 
jobs recovery, when it comes. In  
past downturns the industries that 
continued to add jobs during the  
recession often became leaders in the 
next expansion. During the recession 
of 1990-91, employment at software 
and programming companies rose, 
foreshadowing the surge of computer- 
related jobs later in the decade. Simi-
larly, banks, mortgage brokers, and  
real estate agencies kept adding jobs 
during the recession of 2001, a sign  
of the housing boom that followed. 

Today’s troubles in autos and hous-
ing reflect a long-term shift: The U.S. 
economy—because of globalization 
and the nature of knowledge-based 
growth—is increasingly reliant on 
investments with long-lasting effects 
but no solid form. One such intan-
gible, produced mainly by schools, is 
human capital—another term for the 
enduring value of education. Another 
important intangible is intellectual 

capital, which is the ac-
cumulation of scientific 
knowledge and business 
knowhow. Finally, the 

U.S. is spending heavily on building 
up “health capital,” a dollar value of a 
person’s lifetime health.

These intangibles are not well- 
measured by the gross domestic 
product figures produced by the gov-
ernment. Yet intangibles do produce 
jobs. Consider the last business cycle, 
which ran from March 2001 to Decem-
ber 2007: During that stretch, health 
and education alone contributed 3.5 
million added jobs, roughly 63% of 
all net new positions. Altogether, the 
intangible sector accounted for about 
75% of job growth. By comparison,  
the tangible sector, led by manufac-
turing, lost some 1.8 million jobs over 
that time.

oBaMa’s dileMMa
Of course, drawing the line between 
the tangible and intangible sectors is 
a bit messy in practice. Some manu-
facturing companies, such as Intel 
and Merck, are huge producers of 
intangibles in the form of research and 
technological knowledge. 

At the same time, the intangible 
sector is not immune to the downturn. 
Publishing is losing jobs as newspa-
pers, magazines, and book compa-
nies wrestle with the shift to digital 
formats. Finance is experiencing big 
job losses, which will accelerate in the 
coming months. And spending on edu-
cation and health care is tied to state 
and local budgets, which could crater 
without federal aid. 

For President-elect Barack Obama’s 
Administration, the question is 
whether the shift to intangible produc-
tion is a sustainable economic strategy 
over the long run. Better education, 
improved health, and more research 
are clearly necessary to be globally 
competitive. But it’s not clear that the 
U.S. can afford to let all of its tangible 
industries shift offshore. That’s why 
Washington is wrestling with the 
knotty problem of spending billions to 
save the domestic automakers.

Americans who want jobs have no 
such dilemma. For them, intangible is 
the way to go. ^ p
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they make jobs,
not widgets
Health care, education, and other “intangible” industries 
are on the rise even as the rest of the economy craters
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where the jobs are
chaNge iN joBs

dec. 2007-Nov. 2008 (Thousands)

Tangible sector* -1,791
intangible sector** 515
other services*** -635
ToTal -1,911
*includes manufacturing, construction, whole-
sale and retail trade, transportation and ware-
housing, natural resources, and real estate
**includes public and private education and 
health care, publishing, computer-systems 
design, finance and insurance, scientific 
research, and other intangible-producing 
services
***all other services, including temporary-help 
agencies
data: bureau of labor statistics, BusinessWeek

For more on the 
health-care industry 

and the recession, watch a video report at 
businessweek.com/go/tv/recession
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